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January 11, 2002

The Honorable Paul H. O'Neill
Secretary of the Treasury

15 St. & Pennsylvania Ave., NW
Washington, DC 20220

The Honorable Donald L. Evans
Secretary of Commerce

14* St, & Constitation Ave., NW
Washington, DC 20230

Dear Secretary O'Neill and Secretary Evens:

1 am writing to request information about your communications with Enron Chairman
Kenneth L. Lay and possibly other Enron officials or representatives prior lo ﬂ:m-:u::mpuy’:
bankruptcy filing. The purpose of the request is to determine why the Administration spparently
did nothing to mitigate the harm of the Earon bankrupicy to thousands of its employees and
shareholders. | am also interested in knowing why it has taken so long to learn that two Cabinet
Secretaries had early waming of Enron's impending bankruptey.

News accounts of January 11, 2002, indicate that Secretary O"Neill received calls from
Mr. Lay en October 28 and November 8.' In one or both of these calls, Mr. Lay reporiedly
informed Secretary O"Neill that he was concerned that Enron might not be sble to meet iis
financial cbligations and that the results could be similar (o those that occurred when Long-Term
Capital Managemeni went bankrupt. Mr. Lay reportediy also had & conversation an ﬂmuhcr 29
with Secretary Evans. In this conversation, Mr. Lay apparently stated “that he was having
problems with his bond rating and e was worried about its impact on the energy sector,” and

\Evron Askad for Help from Cabinet Officials, Washington Post (Jan. 11, 2002); Enron
Contacted 3 Cabinet Officera before Collapsing, N.Y. Times (Jan. 11, 2002).
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that “he would welcome any support the Secretary thinks appropriate.™ In addition, Enron
Presicdent Lawrence “Greg” Whalley reportedly 1elephoned the Treasury Undersecretary for
demestic finance, Peter Fisher, six or eight times in late October and early November.?

‘White House Press Secretary Ari Fleischer stated that as a result of your conversations
with Mr. Lay, Secretary O'Neill asked Undersecretary Fisher to explore whether the “financial
condition of Enron could have similar implications as Long Term Capital.™ According to Mr.
Fleischer, you decided to do nothing.' Mr. Fleischer stated:

[TThe government...took a look at this from a substantive matter, from when Mr. Lay
made those phone calls, and decided the appropriate step Wwas not o intervene or take amy
action.... This was done based on judgment of the Cabinet Secretaries and the merits, and
they decided properly and wisely so, in the President’s opinion, that the government
should not have intervened in eny way after Mr. Lay made the phone call to Secretary
Evans."

Omn December 2, Enron filed for bankruptcy. Approximately 4,000 Enron employees
have been laid off, and an additional 3,500 have been placed on leave.” Many Enron employees
have lost virnually their entire retirement accounts, which were heavily tied up in Enron stock.
Numerous other investors, including many retirement plans around the country, have lost
muilhions of dollars.

Mr. Lay's discussions with the rwo of you took place squarely within a lock-down period,
when an estimated 12,000 participants in Enron's 401(k) plan were prevented from accessing

Enron's Lay Sought Cabinet Officials’ Help, Wall Street Journal (Jan. 11, 2002); Enron
Chairman Warned Bush Officials on Collapse, N.Y. Times (Jan. 10, 2002).

YEnron Asked Treasury for Credit Aid, Associated Press (Jan. 11, 2002),
"White House Press Briefing (Jan. 10, 2002).

. |

T,

TLabor Opens ERISA Jnvestigation of Envon Assistance 1o Dislocated Workers, U.5.
News and World Report (Dec. 5, 2001).
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their retirement accounts and selling their plummeting Enron stock.® 1f Mr. Fleischer’s
mmmﬁmmm.itwmmwmtmmhmnﬂmwmﬁm acted on the
knowledge of Enron's rapidly declining financial condition to help employees whose retiremeant
plan collectively last an estimated §1 billion.” The life savings of many Enron employess simply
evaporated during this period. Moreover, based on the scant information that this Administration
has provided to date, it appears that no one bothered even 1o ask whether any remedies,
administrative or legislative, were available to help the Enron emplayees frozen out of their
retirement acoounls.

In fact, some senior Administration officials have publicly expressed surprising
indifference to the fate of Erron employees and shareholders. Secretary O'Nedll stated this
morming that “while Enron may be important, . . . in the world that I live i, with himdreds of
other things going on, this is just another piece of business.”"" The President’s chief economic
advisor, Larry Lindsey, called the Enron debacle a “tribute to American capitalism. ™!

In addition, secounts of your early conversations with Mr. Lay raise concerns about
whether advance notice of Enron's desperate financial condition was taken into account as the
Administration formulated positions oo important matters of public policy. For example,
througheut the month of November, you comtinued to advocate for retroactive repeal of the
alternative minimum tax."* This legislation would have had dramatic implications for Earon, as
it would have given the company a government-funded infusion of $254 million."”

Given the magnitude of the financial harm caused by Enron’s collapse, and the close ties

j VEair Shares? Why Company Steck is a Burden for Many, Wall Street Journal (Nov. 27,
2001).

"See Enron Employees Enraged Over Losses, Business Insurance (Dec. 10, 2001).
¥ Transcript of Good Moming America (Jan. 11, 2002).
" rmterview with Lowrence Lindsey, Fox News Sunday Rounduable (Jan. 6, 200Z).

"See Deal Breaker, New Republic (Nov. 29, 2001); ULS. Panel Says that Recession
Officially Began in March, Business Day (Nov. 28, 2001); Economic Aid Sralled Amid
Recession, Newsday (Nov. 27, 2001); U.S. Department of the Treasury, @ Neill Urges Senate 10
Act Quickly on a Bipartisan Economic Stimulus Bill (Nov, 8, 2001) (press release).

Ueitizens for Tax Justice, House GOP “Stmulus * Bill Offers 16 Large, Low-Tax
Corparations $7.4 Billion in Insiant Tax Rebares (Oct, 16, 2001, vpdated Oet. 26, 2001).
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between the company and the Bush Administration, the public deserves o know what
Administration officials knew and when they knew it about the situation of Enron and its
employess, Therefore, 1 request that the two of you individually respond to the following
guestions:

(1)

(2)

(3)

(4)

(3)

(6)

Please provide details regarding your conversations with Mr. Lay of Octeber 28, October
29, and November 8. Please provide any written or electronic materials held by your
Department that relate 1o this question.

Please provide details regarding Undersecretary Fisher's conversations with Mr. Whalley
in October and November. Please provide any written or clectronic materials held by
your Department that relats to this question.

Did you, any other person in your Department, or 10 your knowledge amy other official in
the Administration have any other communications with Mr. Lay or any other Enron
officials or representatives in 2001, beyond those referred to in questions 1 and 27 If so,
please provide names, dates, form of communication, snd information exchanged or
matters discussed.

Upon receiving the information regarding Enron's financial situation in October, did you
convey information about Enron’s financial condition to any person, apart from
Undersecretary Fisher? If so, please provide the names, dates, form of communication,
and the information exchanged, including copies of any writien or electronic matenals.

Did you, any other person in your Department, or to your knowledge any other official in
the Administration convey this information to any person Within the Vice President’s
office or any of the advisors to the President? If so, pleass provide the names, dates, form
of communication, and the information exchanged, including copies of any written or
electronic materials,

Please provide details sbout Undersecretary Fisher's review. For example, over what
time period did Undersecretary Fisher explore the financial implications of a potential
Erron banksupley? What was the scope of the exploration? Did the Department of the
Treasury or the Department of Commerce examine the impact of Enron's potential
bankrupicy on the employees of the corporation? Omn the shareholders of the corporation?
On other creditors of the corporation? What were your respective departments’s
conclusions regarding the impacts of an Enron bankruptcy on each of these groups? On
the energy secter? On the financial sector? On the economy at large? Please provide any
written or electronic materials held by your respective departments that relate 1o any of
these questions.
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(7}  Hew did Undersecretary Fisher conduct this investigation? Did he or his staff
communicate with any Enren officials or represematives? 1f so, please indicate names,
dates, form of communications, and information exchanged. Did he or his staif
communicate with Enron’s auditors or any financial backers? Did he or his staff
communicate with any financial experts outside of the Commerce or Treasury
Deparuments? Did he or his staff communicate with any others within the
Administration? Please provide amy written or electronic materials beld by your
respective departments that relate lo any of these questions.

(8)  Atithe nme that you decided to take no action, had you considersd the potentizl impacts
of an Enron bankruptcy on its employees? Did you make any artermnpt to obtain
information about the impact of such a bankruptey on the employses?

(%)  The Bush Administration continued 1o advocate for retroactive repeal of the corporate
alternative mininmum tax throughout the month of November, when repeal could have had
a significant impact on Enron's financial situation. Did any Enron official or
represeniative ask you, any other person in your Department, or to your knowledge any
other edficial in the Administration, to support this legislation? Were you aware that
Enron favored adoption of this legislation?

(10}  Why did it take s0 long for the public to Jearn sbout your comtacts with Enron prior to its
bankruptey filing?

I'want 1o make clear that | believe it is inappropriate 1o make any ethical allegations
against you or any other Administration official at this time. I think it is essential, however, that
these questions be answered so that there is a clear public accounting of this matter. We all owe
that to the thousands of families that are facing financial rain from the Enron banlaupicy, and [
hope that it will be possible for you to provide the answers I'm seelding by January 18, 2002,

Sincerely,

%mm&.r*

Ranking Minority Member
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——
From: Tuide Wanniski [jwanniski yoOnomics.com|
Seni: Sunday, Jameary 13, 2002 12:35 PM
To: Tim. Adamsgido. treas. gov
Ce: resvie harveygidio. Lreas, pov
Subject: cnron

Sansational plece in the YNYT magazine,... topped off by a terrific
appearance on Sunday. Tell O'Heill my enly concern is the corporate
cax-rebate element in the scimulus bill... which had megabucks for Enron.
if it came from ehe Whice House falks, le Lindsey, it will be a problem. I
apgume if it had passed last year, EBnron could have collateralized lr and
gtayed alive.

Here i8 & note I sent ©o Pac Buchanan en his Mest the Press appearance with
rader. Pleass show it to the Secretary. The only point in his incerview
that I guesticned was the report that 7i% of the people think the economy
will improwve thia year. It won't, but the American pecple are reflecting
what they are being told by the administration and Lindsey's "cextbook®
economics, Deflation grinds away and Gresnspan resains in dendlal.

sDAate; Sun, 13 Jan 2002 12:32:08 -0500

=Ta: Pak Buchanan

sFrom: Jude Wanniskl <jwanniski@polyconomics.coms
*»Subject: nader is rvight

=

»Dear PAt.... A good show with Hader on Meet the Press. Bub.....

=

s¥Wou weuld have gotten a lot more wobtes in 2000 1f vou had Mader's positlon
an how to keep America a "weatern natlon,* Change cur forelgn policy
export growth instead of che IMF/World Bank polsonl!! “Forelgners® would
rather stay home than come here to make a living. There is no single thing
we could do right now to make that happen than a restoration of the
dollar/gold link. When the dollar was as good as gold, the rest of the
world could link re it and grow arcund a stable unit of account. Under
Bretton Woods, there were no "IMF loans® to desperately poor third-world
nations. The IMF role was to monitor the BW system and provide short-term
help to countries trying to aveld devaluvation from the 535 central gold
link. Private banks arranged the third world loans and did a good business
when they got paid back. After 1971, with the fleating dollar, growth
stopped in the third world and the banks would up with bad loans. The IMF
was then given the jeb of *colleceing,® which meant getting the hard money
ocut of the IS taxpayers and "giving® ic ve the bankrupt councry. which of
course never saw the money. It went to the banks to clear up the bad loans.
It was a corrupt systesm from the start and has becoms totally corrupt by
now. Yeu know all this, but you still approach the problem with rhetoric
that you should know by now does not fly with the Asmerican people, Put up
big fences to keep them out. On this, Hader is righe, although I have not
heard him expreas himsell this way in hls campaigns. He bagn't takes on the
IMF, haa he?

=Jude

=F5 When are you going teo asvart jumping on the monetary deflation? A
recognition of it ia the pach to a gold scandard, which solves the problem
that you and Nader and I all worry absut, for our diffarsnt reasons.

E
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Mclnerney, Roberta

— —
From: Canlaton, Morman
Senl: Thursday, November 29, 2001 609 PM
Taw Bair, Shaeila; Berardi, Steve; Bisberger, Timothy, Cetina, Jil; Eichner, Matthow, Gabilondo,

Jose; Gross, Jared; Hammar, Viva; Lor Sanatamarena (E-maill; Nickoloff, Pater; Movey,
Michael; Pietrangell, Fred; Rosebora, Brian; Schultheiss, Heidilynne; Sharer, James; Whaley,
Jean; Wiadman, Mark, Bieges, Peter, DaMarco, Edward; Dorsey, Karen; Elletl, Martha; Ellis,
Dina; Huffman, Lucy; Hughes, Genry, McGivern, Tom; Melnermey, Robera; Salladin, fnne;
Smith, Amy; Sutton, Gany: Tishuk, Brian

Subjeet: A Dow Jones Newswires Column: Enron's Dorivatives Could Test Courts (discusses
bankrupicy netling issues)

Movember 29, 2001

IN THE MONEY: Enron's Derivatives Could Test Courts

By CAROL 5. REMOND and PHYLLIS PLITCH
A Dow Jones Newawires Column

NEW YORK -- Prepare for the largest test in bankrupicy history of safe harbors designed to protect the liquidity
of the nations” financial system.,

Enron Corp.'s {ENE) much-anticipated bankruptey filing, if it indeed comes, is certain to be precedent setting.
First, in terms of sheer magnitude, we're talking about $62 billion in assets. But also because it's likely to
involve hundreds, if not thousands, of counterparties intertwined with Enron in various financial and energy
derivative transactions.

Unlike other creditors whose claims will be stayed under ULS. bankrupicy laws, those counterparties will vie to
unwind their trades, may they be "power forwards™ or credit derivative contracts, in order to find more worthy
hedging panmers.

Built in the bankruptey code are exemptions for securities or commoditics contracts, These safe harbors were
developed over the years as a sort of secunty blanket for the vital hedging functions that these transactions
provid,

“These special rules are designed to avoid a domine effect,” said a bankruptey lawyer, who like many contacted
for this column, declined to be identified given the likelihood that hell end up representing one or many parties
involved in Enron's expected Chapter 11 filing.

Counterpartics claiming redress through these exemptions should be able to net out their vanous derivative
contracts with Enron, anempring to use whatever collateral was pledged under those transactions 1o quantify
ow much money they owe 1o or are owed by Enron. All of that is normally done on the side, without prior
bankruptcy court approval

The problem is that Enron will likely guestion attempis to unwind those trades and take issue with the manner
in which its counterparties netted their exposure to the company, observers say.

Given the large number of parties involved and the magnitude of Enron’s recent losses, the treatment of
denvative contracts could be further complicated by the market's lack of understanding of just how much valee
15 lefi in Enron's assets. That's an issue that will permeate the proceedings with all of Enron's stunned creditors.
On top of its derivative exposure, Enron is on the hook for roughly $13 billion in debt

As part of its energy trading operations. Enron was a party to billions of dollars of derivative contracts designed
1
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to enable the company and its trading partners to hedge, among other things, against rapidly Nuctuating energy
prices and foreign exchange volatility - stabilizing otherwise uncertain markets. By its own account,as of
Decermber 2000, Enron was involved in roughly $20 billion of derivative contracts on which it owed its
counterparties. More recent numbers aren't available.

Thoughts of 2n Enron bankruptey jogged memories of past filings, such as the case of Drysdale Government
Securities Inc., which involved public entities being left on the hook for millions of dollars in uncollateralized
govemnment repurchase agreements.

But bankruptey laws have evolved significantly since the 1982 collapse of Drysdale sent shockwaves through
the financial community and forced banks to pay out tens of millions of dollars to cover Drysdale's obligations
to other government securities firms.

More recently, Orange County’s 1994 bankruptey following its derivatives debacle and the bitter dispute
surmounding Crerman's Metallgesellschaft Ag for breach of forward petroleum contracts suggests that
acrimonious and lengthy hitigations might be in the offing. In the laiter case, many counterpartics scttled out of
court and ook “"haircuts™ after a judge ruled that independent petroleum marketers who entered into long-term
hedging contracts as protection against cscalating fuel prices could suc the metals and engineering conglomerate
for breach of contract.

But the extent to which those cases provide any lessons for Enron and its derivative counterparties remains to
be seen, experts said, depending on what sticky and complex issues might anise in potential court actions,

Meanwhile, although Enron has yet to file for bankruptey, most of its derivative counterparties are likely
already scrambling to exit their trades.

That's because Dynegy Inc.'s (DYN) decision Wednesday to abandon its plan to rescus Enron all but sealed the
fate of the ailing Houston energy trader which has been hobbled by accounting irregularities and unquantified
olf-balunce-sheet liabilines, Enron shares plummeted from about 590 a share last summer to 36 cents Thursday.

Denivative contracts are built around master agreements developed by the International Swaps and Derivatives
Association. As far as its power purchase deals go, Enron 15 said to have favored master agreements drafted by
the Edison Electric Institute, which draws heavily on ISDA’s blueprint.

Those master agreements include centain events under which a counterparty can terminate a transaction. Among
those are fuilure 1o pay, failure 1o deliver and, of course, bankruptcy.

Whether counterpanties will be able to claim exemption from the automatic stay that prevents anyone from
terminating contracts with a company that filed for bankruptcy will hinge on the type of deals they're a party to
and whether they meet certain statutory requirements, Altheugh Enron and its lawyers are likely 1o nitpick the
unwinding of each and every contract involving the company, legal experts noted that Enron's fordness for EEI
agreements should help those entangled in power purchase agreements to liquidate their positions since these
contracts treat all participants as forward contracts merchants. Such merchants are exempt from the stay

stipulated by section 362A of the bankruptey code.

Key w how well or poorly counterparties will make out now that Enron's business has been all but dred oul, is
how much if any collateral protects their transactions,

So far, it's unclear how much of Enron's derivative transactions were collateralized. But lawyers familiar with
the matter said it was likely that a large amount of those contracts were not collateralized.

That's likely to be bad news for some counterparties. Because if they're owed money by Enron on their netted
denvative exposure, they'll have to join other unsecured creditors, likely receiving little of their ¢laims, The
bonds and bank debt of Enron took a nose dive after Dyvnegy rescinded its merger offer, with trading levels

]
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mndicating that those mostly unsecured creditors thought they would recoup only 20% to 25% of the money
louned to Enron.

-By Carol 5, Remond, 200-938-2074; Dow Jones Mewswires; carol.remond@dowjones com

{Phyllis Plitch contributed to this column. )
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From: Carletan, Morman
Santk: Thursday, November 28, 2001 613 PM
To: Bair, Sheila; Bieger, Peler; Bisberger, Timothvy; DeMarco, Edward; Dorsey, Karan; Elgts,

Mariha; Ellis, Dina; Gabiondo, Jose; Gross, Jared, Huffman, Lucy; Hughes, Gerry, MoGnern,
Tom; Mcinemey, Roberta; Nickoloff, Pater; Roseboro, Brian, Salladin, Anne; Schutheiss,
Heidilynne, Smith, Amy, Sutton, Gary; Tishuk, Brian; Berardi, Steva: Caetina, Jill: Exchner,
Matthew, Hammer, Viva, Lori Sanatamorena (E-maill; Novey, Michael; Pietrangeli, Fred;
Sharer, James; Whaley, Jean; Wiedman, Mark

Subject: DJ: IN THE MONEY-2:Callateral Ky To Counterparties Recovery

November 29, 2001

IN THE MONEY-2:Collateral Key To Counterparties Recovery

Dhoaw Jones Nowswines

Thoughts of an Enron bankruptcy jogged memories of past filings, such as the case of Drysdale
Government Securities Inc., which involved public entities being left on the hook for millions of dollars
in uncollateralized government repurchase agreements.

But bankruptcy laws have evolved significantly since the 1982 collapse of Drysdale sent shockwaves
through the financial community and forced banks to pay oul tens of milllens of dollars to cover
Drysdale's obligations to other government securities firms.

More recently, Orange County's 1994 bankruplcy following its derivatives debacle and the bitter
dispute surrounding German's Metallgesellschaft Ag for breach of forward petroleum conltracts
suggests that acimonious and lengthy litigations might be in the offing. In the latter case, many
counterparties settled out of court and took "haircuts™ after a judge ruled that independent petrolaum
marketers who entered into long-term hedging conlracls as protection against escalating fuel prices
could sue the metals and engineering conglomerate for breach of contract.

But the extent to which those cases provide any lessons for Enron and its derivative counterparties
remains lo be seen, experts said, depending on what sticky and complex issues might arise in
potential court actions,

Meanwhile, although Enron has yet to fila for bankruptcy, most of its derivalive counterparties are
likely already scrambling lo exit their trades.

Thal's because Dynegy Inc.'s (DYN) decision Wednesday to abandon its plan to rescue Enron all but
sealed the fate of the ailing Houston energy trader which has been hobbled by accounting
irregularities and unguantified off-balance-sheet liabilities. Enron shares plummeted from about $90
a share last summer lo 36 cents Thursday.

Derivative contracts are built around master agreements developed by the International Swaps and
Drerivatives Association. As far as ils power purchase deals go, Enron is said to have favored master
agreameants drafted by the Edison Electric Inslitute, which draws heavily on ISDA's blueprint.

1
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Those master agreements include certain events under which a counterparty can terminate a
transaction. Among those are failure to pay, failure to deliver and, of course, bankrupicy.

Whether counterparties will be able to claim exemplion from Ihe automatic stay that prevents anyane
from terminating contracts with a company that filed for bankrupley will hinge on the type of deals
they're a party to and whether they meet certain statutory requirements. Although Enron and its
lawyers are likely to nitpick the unwinding of each and every contract involving the company, legal
experts noted that Enron’s fondness for EEl agreements should help those entangled in power
purchase agreements to liquidale their positions since these contracts treat all participants as forward
contracts merchants. Such merchants are exempl from the stay stipulated by section 362A of the
bankruptey code.

Key to how well or poery counterparties will make out now that Enron's business has been all but
dried out, is how much if any collateral protects their transactions.

So far, i's unclear how much of Enron's derivalive transactions were collaleralized. But lawyers
familiar with the matter said it was likely that a large amount of those contracts were not
collateralized.

That's likely o be bad news for some counterparties. Because if they're cwed monay by Enren on
their nefted derivative exposure, they'll have to join other unsecured creditors, likely receiving little of
their claims. The bonds and bank debt of Enron took a nose dive after Dynegy rescinded its merger
offer, with trading levels indicating that those mostly unsecured creditors thought they would recoup
anly 20% ta 25% of the money loaned to Enron,

-By Carol 5. Remond, 201-938-2074; Dow Jones Newswires; carol.remond@dowjones.com

{Phyllis Plitch contributed to this column.)
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Froam: Carleton, Nomman
Sent: Thursday, November 25, 2001 8:19 PM
Toe Bair, Sheila; Berardi, Steve; Bisberger, Timolhy, Calina, Jil; Eichnes, Malthaw, Gabllondo,

Jose; Gross, Jared; Hammer, Viva; Lori Sanalamorena (E-mail); Nickoloff, Pater; Novay,
Michael, Pietrangeli, Fred; Roseboro, Brian: Schulthelss, Heiddynne; Sharer, James; Whalay,
Jean; Wiedman, Mark; Bieger, Peler; DeMarco, Edwand, Dorsey, Karen, Elletl, Martha; Eliis,
Dina; Huffman, Lucy; Hughes, Gerry, McGivern, Tom; Mclnemey, Roberta; Sallade, Anne:
Smith, Army, Sution, Gary; Tishuk, Brian

Subject; Enron's Financial Woes Ripple Out Across Asa

MNovember 30, 2001

Major Business News

Enron’'s Financial Woes
Ripple Out Across Asia

By JASON BOOTH, HENNY SENDER and RICHARD B. SCHMITT
S1alf Reportors of THE WaALL STREET JOURNAL

The sudden deep financial roubles of U.S. energy giant Enron Corp. sent ripples of concern across
Asia, damaging investrents in Japan and potentially undermining businesses in South Kaorea and
Australia,

The uncertainty for Asia is likely just beginning. If Enron files for protection under Chapter 11 of the
federal Bankruptcy Code in the U.S., as many investors and financial experts now expect, it is likely
o be one of the messiesl, most complex bankruplcy cases ever, lawyers say. That is because of the
multifaceted nature of Enron's once highflying operations, which combined a global energy business
with @ massive financial-trading operation involving tens of billions of dollars in complex contracts. A
filing by Enron, with about $13 billion in debt, would rank among the largest bankruptcy filings ever,
Enron has about 800 rading pariners or creditors.

The scale of the Enron collapse is huge, experts say. "There is nothing to compare it to,” said
Edward Tillinghast, a bankruplcy specialist with Coudert Brothers in New York. “The business was so
large. There were so many different kinds of operating enlities under the Enron umbrella.”

On Wednesday, as the last-dilch merger with Dynegy Inc. unraveled, the company's credit was
downgraded to “junk” status by rating agency Standard & Poor's Corp. The slock markel, signaling
that a bankruptcy filing is expected, hammered Enron stock, which was halted for a time on
Wednesday, and knocked lower some of its financial backers’ shares. Enron shares closed at 4 p.m.
in Mew York Stock Exchange compaosite Irading at 61 cents, down $3.50, or 85%. Thursday morning
in New York, Enron was trading down 33%, or 20 cents, to 41 cents. On Wednesday, Enron bonds
also fell sharply, dropping to 50 cents on the dollar from around 55 cents, reflecting concems over

1
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how much creditors might receive if the company does seek bankruptcy-court protection.

Enron spokeswoman Karen Denne said the company is explaring its options and wouldn't comment
on whether it has retained bankruptcy counsel,

The fallout in Asia was felt immediately on Thursday. The biggest news was in Sydney, where Enron
Australia said it was suspending operations pending further developments regarding its U.5. parent.
“We are now wailing for clarification about Enron's siluation globally and will advise the local market
once we have received that advice,” legal counsel Rob McGrory said.

The announcement followed a warning by Standard & Poor's about counterparty exposure in the
Australian electricity market, citing the overnight downgrade of Enron. "The recent developments
with Enron serve as a further example of the credit risks faced by energy market participants as they
seek lo manage their market risks in Australia’s volatile power market,” said Laurie Conheady, an
associate director at Standard & Poor's.

Similarly, Enron's presence in South Korea appears lo ba nearing an end. According to officials at SK
Corp., Enron plans lo sell its 50% stake in joint venture energy distribution firm SK-Enron Co. SK-
Enron was formed in 1999, and controls about 25% of South Korea's natural-gas market, according
to the firm's Web site.

Analysts said that Enron had offered 1o sell its stake to SK Corp., yet the Korean partner said it has
no plans to buy the shares. "We already hold 50% ... we don't need the rest,” said a company
spokesman, Daniel Youn.

Enron was also considered a potential buyer of power generation assels from South Korean
government-controlled Korea Electric Power Corp. Kepco is looking to sell assets as past of a wider
privatization drive,

Pressure elsewhere in the region was felt primarily in the financial markets. In Tokyo, the value of
money managemeant funds Nikko Asset Management Co., UFJ Pariners Asset Management Co.,
Japan Investment Trust Management Co. and Sumisei Glaobal Investment Trust Management Co.,
fell due to their exposure to Enron debl, which amounted to about 40 billion yen {$324.9 million).
Enron news also sparked volatility in the copper and U.S. dollar market, according to traders.

Other financial backers of Enron were negatively effecled as well. J.P. Morgan Chase and Citigroup,
which have invested hundreds of millions of dollars in hopes of keeping the Enron-Dynegy deal alive,
saw their stocks fall on Wednesday trading in the U.S. On Thursday moming Citigroup shares posted
slight gains, rising 19 cents to $47.99, while J.P. Morgan Chase shares were flat at $37.50. JP.
Morgan Chase said in a statement it has about $500 million of unsecured exposure to Enron entities,
including loans, letters of credit and derivatives. It said it also has secured exposures, including 5400
million in loans secured by Enron pipelines.

Besides banks and bondholders, dozens of companies, municipalities and utilities in the U.S. that
had signed mulliyear power contracts with Enron may be left in the lurch. Over the years, the likes of
retailer J.C. Penney Co., and shopping-mall company Simon Properly Group signed on with Enron,
as it undercut local utilities in newly deregulated markets.

- Rebecca Smith and Robin Sidel contribuled to this article.

Write to Jason Booth at jason.boothi@awsi.com <mailto;jason.boothf@awsi.com>, Henny Sender at
henny. senderf@wsj com <maillo:henny senderf@wsj.com=> and Richard B. Schmitt at
2
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rick schmittf@ws|.com <mailto:rick schmittf@wsf com:.
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Mcinerney, Roberta

e ——
Fram: Carlaton, Morman
Senk Friday, Decamber 14, 2001 10:10 AN
To Bair, Shaila; Berardi, Steve; Bisbergar, Timothy, Eichner, Matthew; Gabilonds, Jose; Gross,

Jared; Hammer, Viva; Lon Sanalamorena (E-mail); Mickololf, Pater; Novay, Michasl,
Pietrangeli, Fred, Roseboro, Brian; Schullhess, Heidinne, Whaley, Jean; Wiedman, Mark:
Bieger, Poler, DeMarco, Edward, Dorsoy, Karen; Ellett, Martha; Eiiis, Dina; Huffman, Lucy;
Hughaes, Gerry; McGivern, Tom; Mclnemeay, Roberta; Salladin, Anne;, Smilh, Amy, Sulton,
Gary; Tishuk, Brian

Subjact: CEC 13 ABI Wabsile — More on Enron and Banknuplcy

Enron Update

House Panel Vows Comprehensive Enron Investigation

House Financial Services Commillee members yeslerday plunged into what they pledged would be a
comprehensive investigation into the collapse of Enron Corp., a task made more difficult by Enron
Corp, CEQ Kenneth Lay's failure to appear before the pane! as a wilness, CongressDaily reported.
Lay sent the committee a letter on Tuesday, explaining that he would be unable to attend the hearing
because he was scheduled to participate in bankruptcy proceedings. Financial Services Capital
Markets Subcommittee Chairman Richard Baker (R-La.) said the committee would continue its
investigation in “late January, possibly early February.” And, he added, "Our lask is 1o @slablish the
Ilac:ls;. change the rules where needed and assist the SEC in pursuit of those who have viclated the
.

Several lawmakers on both sides of the gisle also used Enron’s demise as an opportunity o renew
their calls for the passage of a financial “netting” bill, provisions of which are included in the
bankruptey reform bill. Financial Services Committee Chairman Michael Oxley (R-Ohic) and ranking
member John LaFalce {D-N.Y.) agreed thal Enron's collapse underscores the urgent need for
passage of provisions designed to strengthen and update current slatutory protections for netting
financial market contracts if a party defaults. Netting refers to the practice where the amounts due
between financial institutions in the event of a default are quickly calculated as one net amount,
halping reduce risk. The netting language is one of the few consensus items included in
comprehensive bankruplcy reform legisiation thal “is destined lo go down to defeat,” LaFalce
asserted. “[Netting] is not a new issue,” he fumed. “We need to extract [those] provisions and simply
pass them independently.”

Auditor Hints of ‘lllegal Acts' at Enron

Enrcn Corp.'s outside auditor sald yesterday “illegal acts™ may have been commitied at the energy-
trading company before il sought bankrupicy protection last week, The Washington Posf reported.
The chief executive of Arthur Andersen, the accounting firm that approved years of financial
stalements that gverstated Enron’s profits and understated ils debls, also said Andersen made "an

error in judgment” that accounted for $103 million in overstated profits.

While Joseph F. Berardino testified yesterday on Capitol Hill, giving Andersen’s first substantive
explanation of why it certified Enron's reporis, top Enron officers detailed a reorganization strategy for
craditors at a meating in New York. And former Enron chief financial officer Andrew Fastow, after
failing to honor a Securities and Exchange Commission subpoena, surfaced at a news conference to
dispel speculation that he had fled the country, In addition to Congress and the SEC, the Justice and
Labor departments are investigating Enron's collapse. More congressional hearings are expected
next month., To read the entire story, point your browser to <hlip/f'www, washinglonpost.com/wp-
dynfarticles/A34904-2001Dec12 html=.
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Enron Seaks 56 Billlon From Assel Sales

Bankrupl Enron Corp. yestorday announced that it may sell its key energy trading unit and plans to raise up to 56
billion by selling other assets, Reuters reported. Chief Financial Officer Joff McMahon said that Enren plans to
sell its troubled Azurix Corp. water unit, businesses in emerging markets and wind energy assets. It plans to
retain its exploration and preduction unit, wholesale and retail services and regulated businesses, McMahon
said Enron has about 5132 billion In unsecured bank debt and an additional 52 billion in secured bank debt, Enron
plans to raise belweon £4 billion to 56 billlon with the noncore asset sale,

Dyrnegy Sult fo Gain Enron Pipeline Moved fo Federal Court

Dynegy Inc.'s lawsuil to secure awnership of an Enron Corp. pipeline company has been transferred to the
Federal District Court in Houston, Dow Jones reported. The state District Court of Harris County, Texas, where
Dynegy originally filed the suit, ransferred the case on Tuesday. Enron asked that the suit be moved to fedaral
court to defermine whether it should be heard by the federal bankruptcy court in New York, as Enron's lawyers
have argued, or in state court, as Dynegy prefers. Dynegy plans to seek to move the case back to state court,

Dynegy filed suit against two Enron subsidiaries on Dec. 3 in the stale court seeking control of the
Enron Morthern Natural Gas Co. Dynegy based its claim to Northern Natural on an oplion it secured
from Enron in exchange for a 51.5 billion cash infusion. The option allowed Dynegy to acquire
completa control of Northern Natural in the event Dynegy’s offer to acquire Enron fell through.
Dynegy terminated its acquisition offer last month and told Enron it was exercising its option to buy
Morthern Natural. Enron is contesting Dynegy's claim and has sued its one-lime suitor for $10 billion
for wrongfully terminating its acquisition offer,

Enron Objection Deadline Extended to Dec. 18

Enren announced that it has moved the date of its next bankruptcy hearing, originally
scheduled for tomorrow, to Dec. 20. Enron representatives weren't immediately available to
provide the reason for the rescheduling. Enron said the hearing is designed to give adequate
assurance to utility companies providing services to Enron and its debtor subsidiaries. In

connection with the rescheduled hearing, Enron has extended the objection deadline to Dec.
18.
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H-::Inerng;n Roberta

From; C-arlebon, Morman
Sent: Friday, Decamber 14, 2001 10013 AM
Taw: Bair, Sheila; Berardh, Steve: Bisberges, Tamothy, Eichner, Matthew, Gabilondo, Jose; Gross,

Jared; Hammed, Viva, Lo Sanatamorana (E-mall); Mickoloff, Pater, Novey, Michaal;
Piatrangeli, Fred, Roseboro, Brian; Schaultheiss, Heldilpnne; Whaley, Jean; Wiedman, Mark;
Bieger, Peler; DeMarco, Edward; Dorsey, Karen; Elleit, Martha; Ellis, Dina; Hulfman, Lucy;
Hughes, Gerny, McGivern, Tom: Melnermeoy, Roberta; Salladin, Anne; Smith, Amy, Sufion,
Gary; Tighuk, Brian

Subject: Enrcn — AB| Wabaite Daz. 12

Enron Update

U.5. Congress to Hold First Hearing on Enron Bankruptcy Today

The first congressional hearing inlo the collapse of Enron Corp. gets underway today with testimony
from auditors of the former energy trading giant but not the top executive of the embattied Houston-
based company, Reuters reported. Enron chief executive Kennath Lay declined an invitalion to
testify before the House Financial Services Committee. “We're disappointed,” panel chairman and
Rep. Michael Oxley (R-Ohio) said. “But this is [just] the first in a series of hearings and investigations
that the committee will be conducting.”

Arhur Andersen CEOQ Joseph Berarding will face questions about when Enron’s auditors first realized
there were problems with Enren's accounts. SEC Chairman Harvey Pitt, who has promised a
thorough but quick prabe of Enron, also declined an invilation to appear at today’s hearing. Instead,
SEC Chief Accountant Robert Herdman will testify. Also set to testify at the hearing is Richard
Trumka, secretary-treasurer of the AFL-CI0O, Oxley has said any further Financial Services committee
hearings on Enron after Wednesday will not occur until 2002

Congress Demands Records, Briefing From Enron

A congressional committee yeslerday demanded that Enron Corp. hand over financial regords and
meel with commiltee staff within 10 days, according to Reuters. The House Energy and Commerce
Committee called on Enron to turn over documents relevant 1o the committee’s investigation into the
company's collapse, said committee Chairman Rep. Billy Tauzin (R-La.) and Rep. James Greanwood
{R-Pa). In letters sent this week to Enron Chairman Kennath Lay, and Andrew Fastow, the
company's former chief financial officer, Tauzin and Greenwood also requested staff interviews with
both current and former senior Enron employees as well as members of Enron’s audit and
compliance commillee by Dec. 21.

In their letters, Tauzin and Greanwood requested that a mountain of documents be turned over to the
commiltea by Dec. 17. The request listed 43 separale aspects of the Enron case in which the
commillea has interesl, including: earnings restalement decisions, financial lies among Enron officers
and outside partnerships they were involved with, minutes from board and aucit committee meetings
from 1997 1o present and corespondence between Enron auditor Arthur Andersen and the company.

J.P. Morgan Sues Enron for §2.1 Billion

J.P. Morgan Chase & Co., one of Enron Corp.’s biggest creditors, yesterday sued the troubled
energy trader for more than $2.1 billion, Reuters reported. The Mew York-based bank claimed in a
suit filed in the U.S. Bankruptcy Court in New Yorx on behalf of itself and related parties that it has
rights to Enron assels such as accounts receivable, commercial paper, cash, and other property,
which allegediy are not protecled in Enron’'s bankruptcy proceedings.

Enron holds the assets in dispute only as a servicer for the alleged owners, under two accounts
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receivables deals, the suit claims. The assels are not property of Enron because they ware sold
before Enron's Dec. 2 bankruptcy filing. J.P. Morgan acled as an agent in two credit faciliies whose
proceeds helped fund two accounts receivables transactions between Enron and Sequoia Financial
Assels, a special purpose, bankruptcy-related entity, the sult said. Sequoia allegedly bought the
recelvables from Enron and reinvested the money collected on the bills in short-term paper issued by
Enron and its Enron North America unil.

Dynegy Files Motion to Dismiss Or Transfer Enron Case

Dynegy Inc. filed a motion on Monday asking the federal bankruptey court in the Southern District of
New York lo dismiss Enron's 310 billion breach-of-contract lawsuit against Dynegy, or, to transfer the
case to Houston, Dow Jones reported. Enron’s claims against its former merger partner “in no way
redate to federal bankruplcy law or the administration of these chapler 11 cases,” according to the
filing.

egy asked the New York bankrupley court to abstain from hearing Enron's suit against Dynegy,
which allegedly involves state rather than federal breach-of-contract claims. Alternalively, the case
should lake place in Texas - where Enron and most of its units are based - instead of New York,
where the "only link to the dispule is ... hung upon the gossamer thread of the location of (Enron's)
subsidiary Enron Metals and Commaodity Inc.”
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e —— ——————
From: Carlaton, Nomman
Sant: Friday, December 14, 2001 10015 AM
Te Bair, Sheila; Berardi, Steve; Bisbergar, Timothy, Eichner, Malthew; Gabilondo, Jose; Gross,

Jared; Hammer, Viva; Lor Sanatlamorens (E-mail); Nickololf, Peter; Novey, Michasl;
Fiatrangedi, Fred, Rosebore, Brian. Schulthemss, Haidilynne, Whaley, Jean; Wiedman, Mark;
Bleger, Peter; DeMarco, Edward; Dorsay, Karen; Ellett, Martha; Elis, Dina; Huffman, Lucy;
Hughes, Gerry, McGivern, Tom; Mclnemey, Roberta; Saltadin, Anne; Smith, Amy; Sutton,
Gary, Tishuk, Bran

Subject: Enron - Dec, 11 ABI Website

Enron Bankruptey Update

Enron Japan, Affiliates Seck Bankruptcy Protection

Enrcn Japan Corp., a wholly-owned subsidiary of failed U.S. energy giant Enron Corp. announced
that it and its three Japanese affiliates filad for bankruplcy yeslerday, Dow Jones reporled. The
move follows Enren’s Dec. 2 chapter 11 bankruplcy filing in New York. “Enron Japan Corp., Enron
Japan Marketing Corp.. Enron Japan Funding Corp. and E Power Corp. filed for bankruptcy..in
accordance with the Japanase bankruptcy law,” Enron Japan said.

Enron Court Hearing Pushed Back to Dec. 20

An Enron Corp. hearing has been rescheduled for Dec. 20 from Dec. 14, Doe Jones reported. The
hearing, the second since the energy-trading company filed for chapter 11 bankruptcy protection on
Dec. 2, will pertain to Enron's request to continue paying utility companies for electric bills. Judge
Arthur Gonzalez, who is presiding over Enron's case will also hear an interim request at this time to
retain Blackslone Group as financial adviser in Enron's restructuring.

600 Enron Employees Got Bonuses

Nearly 600 Enron Corp. employees deemed critical to running ils prized energy trading business
received more than 3100 million in bonuses last month as the company faced a merger and then
bankruptcy, according to the Associated Press. Aboul half of those bonuses, given to 75 traders in
early Movember when Enron was planning to merge with smaller rival Dynegy Ine., may have to be
repaid because the merger collapsed, said Todd Zywicki, a law professor at George Mason
University.

Enron spokesman Mark Palmer said the $50 million given to traders before the merger crumbled
“was done in discussions with Dynegy to protect and preserve the value of the trading organization
through what we thought was going to be a fairly long merger process.” Dynegy spokeswoman
Debbie Fiorilo said that Dynegy didn't approve or endorse those bonuses. Enron distributed an
additional 355 million to 500 employees two days before filing for bankrupley as an incenlive for them
to remain with the company while Enron works to emerge from chapter 11.
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Mcinerney, Roberta

From: Caneton, Morman
Sent: Tuwesday, Docamber 18, 2001 1048 AM
Teo: Wiedman, Mark; Bair, Sheila; Bieger, Peler; Bisberger, Timothy, DeMarco, Edward; Dorsey,

Karan; Ellett, Martha; Elis, Dina, Gabilonda, Jose; Gross, Jared, Huffman, Lucy; Hughes,
Garry, MoGivem, Tom; Mclnemay, Roberia; Nickoloff, Peter; Roseboro, Brian; Salladm, Anne:
Schultheiss, Haidiynne; Smith, Amy; Sutton, Gary; Tishuk, Brian

Subjoct: ABI Websile (12717): Sensenbrenner Sl Wanis Netting Language to Be Par of Bankruploy
Bill

Sensenbrenner Sull Wants Netting Language to Be Pant of Bankruptcy Bill

HNouse Judiciary Chairman James Sensenbrenner (R=-Wis.) is standing firm in his desire 1o move so-called
nerting language as part of a comprehensive bankruptey reform bill, a spokesman said, CongressDaily reported.
On Thursday, Sensenbrenner met with House Financial Services Chairman Michael Oxley (R-Ohio) and Federal
Reserve Charrman Alan Greenspan to discuss the possibality of passing netting legislation this year separate
from the beleaguered bankruptey bill. Federal financial regulators and Financial Services Committee lawmakers
huve renewed their calls for that action, i light of the recent collapse of Enron, The netting provisions ane
designed to enable quick resolution to complex financial contracts in the event a party in the deal went bankrupt.
However, the netting provisions are one of the few consensus areas in the underlying bankruptey bill, which s
currently im conference, and proponents are not apt (o separate them out. “There was agreement between
everyone that the netting provisions [are] very important,” a Sensenbrenner aide said. *He's trying o get the
bankruptey bill moving, and that’s where we are right now.”
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Mcinerney, Roberta

From: Carleion, Noman
Sent; Friday, December 21, 2001 10:37 AM
Ta: Coting, Jill; Bair, Sheila; Berardi, Steve; Bitsberger, Timothy, Eichner, Matthew, Gabllonds,

Jose, Gross, Jared, Hammer, Viva; Lo Sanatamorana (E-mail); Nickololi, Peler; Novay,
Michaal, Pietrangell, Fred, Roseboro, Brian, Schulthelss, Heddilynne, Whaley, Jean; Wiadman,
Mark; Bieger, Peter; DeMarco, Edward; Dorsey, Karen; EBett, Martha; Eilis, Dina; Huffman,
Lugy; Heghes, Garry. MoGivern, Tom; Mcinemeay, Roberla; Salladin, Anne; Smith, Amy;
Sutton, Gary: Tishuk, Brian

Subject: Ou: US Congress Fails To Pass Conlract Netting Bl

December 21, 2001

US Congress Fails To Pass Contract Netting Bill

Dow Jores Newswiras
{This article was originally published Thursday.)

WASHINGTON -- Despite an eleventh-hour appeal from Federal Reserve Chairman Alan Greenspan
and pressure from Wall Street, lawmakers again failed to enact legislation that dlarifies corporate

bankruplcy laws by allowing companies to quickly settle cutstanding derivatives contracts in the event
of an insolvancy,

The once-obscure financial issue gained new prominence and urgency on Capitol Hill as lawmakers
struggled to understand tha high-finance finagling that lead to the recent Chapter 11 bankruptcy filing
of energy giant Enron Corp. (ENE).

The measure allows institutions to quickly close oulstanding derivatives contracts with bankrupt
trading partners by netting all the losses and gains of individual contracts into one deal.

“Enron underscores the importance of it,” said Peggy Peterson, spokeswoman for the House
Financial Services Commillee. "The other factor is the recessionary economic climate - the netting
provisions would lower markel risk.”

Greenspan recently mal with committea Chairman Michaal Oxley, R-Ohio, and House Judiciary
Chairman James Sensenbrenner, R-Wis., after Oxley held a bruising hearing an financial

improprieties leading to Enron’s demise.

Prassure to pass the measure was already building since the Sept. 11 terrorist attacks shut down
U.S. financial markets and destroyed the Manhattan offices of many Wall Street brokerage houses,

"Congress should not fail o enact netting legislation this year,” Greenspan and Treasury Secretary
FPaul O'Naill wrote House lawmakers a few weeks aftar the attacks. "Further delays would
unnecessarily place the financial system at greater risk.”

But Sensenbrenner rebuffed requests from Greenspan, Oxley and House leaders to pass the
legislation apart from the larger bankruptey bill it was attached.
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Complicated, off-balance sheet transactions were Enron's undeing. Its stock collapsed after a Mov. 8
announcement that the firm had overstated its net income by 5569 million over four years.

Creditors are now lining up to collect on the approximately $40 billion in debt owed by Enron.

Of that, roughly $22 billion is on the balance sheet in the form of bank debt, commaodity-transaction
financing, bonds and other public securities. The remainder is made up of roughly 37 billion in bonds
and bank debt linked to other assets in special partnerships, as well as an additional $10.7 billion in
“project finance,” a term that typically refers to money lent to build power plants or oll refineries.

-By Dawn Kopecki, Dow Jones Newswires, 202-862-6637, Dawn. Kopecki@dowjones.com
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Hl:ll'l.-lm&:"., Roberta

From:! Paubss, Mehael

Sent: Thursday, March 15, 2001 B:02 PM
To: Mclnemey, Robera; Constantine, Elend
Subject: FW: Enson Meeling Request

Please see balow. Amy thoughis?

~-—-Oindgiral Message—
Fram: El&, Dina
Senk: Thursday, March 15, 2000 5:59 FH
Ta: Fisher, iPeter; Paulus, Michael; Carleton, Morman
Ecr Gross, leed
Subject: RE: Ereon Moecting Request
[(b)(5)]
From: Frsher, Peder
Sent: Thursday, March 15, 2000 5:31 FM
Ta: Paulus, Michaal; Elbs, Dina; Cavleton, Morman
Cc: Grogs, Jared
Subject: RE: Erven Mesting Roguesst
| algo see no reason o objecl.
meeIGOS MEagE—-
Fromm;  Paulus, Michael

Sent:  Thursday, Manchi 16, 2001 537 PM

Tot Ells, Dina; Fishar, Peter; Carketon, homman
o Gress, Jared

Subject: Enron Heeting Request

Jeff Skilling, President and CEC of Enron has requested a meeting with the Secretary for April 5 to discuss the

Wes! Coasl energy crisis. | sea no reason 1o object, Thoughis?
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Mcinerney, Roberta

From: Carlaton, Norman
Santi: Friday, December 14, 2001 10:02 AM
To: Bair, Sheila: Biegar, Peter, Bitsbarger, Timothy, Deblarco, Edward; Dorsay, Karen; Ellatt,

Martha; Ellis, Dina; Gabilondo, Jese; Gross, Jared; Huffman, Lecy; Hughes, Germy, McoGivemn,
Tam: Mcinerney, Roberta, Nickoloff, Pater, Fiosebor, Brian, Salladin, Anne, Schultheiss,
Heidilynre, Smih, Amy, Sutten, Gary; Tishuk, Brian; Berardi, Steve; Eichner, Matthew;
Hammer, Yiva; Lor Sanatamaorena (E-mad); Movey, Michael, Pletrangel, Fred; Whaley, Jean
Wirdman, Mark

Subject: Enron and Bankrupicy Bill - ABl \Weabsite

ENRON UPDATE

Greenspan, Oxley Meet; Netting Bill Gains Support Following Enron Debacle

Federal Reserve Chairman Alan Greenspan met yesterday with key House lawmakers to
discuss this year's prospects for passing legislation that clarifies corporate bankruptcy laws
by allowing companias to quickly settle outstanding derivatives contracts in the event of an
insolvency, Dow Jones reported. The once-obscure financial issue has gained new
prominence and urgency on Capitol Hill as federal investigators sift through the mess left
behind by Enron's chapter 11 bankruptcy filing. The measure allows institutions to quickly
close outstanding derivatives contracts with bankrupt trading partners by netting all the
losses and gains of individual contracts into one deal.

Housa Financial Services Chairman Michael Oxley (R-Ohio) invited Greenspan to meet with
House Judiciary Chairman James Sensenbrenner (R-Wis.) after Oxley held a bruising hearing
on Wednesday on financial improprieties leading to Enron’s demise. Complicated, off-balance
sheet transactions were the company's undoing. Its stock collapsed after a Nov. 8
announcement that the firm had overstated its net income over four years by $569 million.
Creditors are now lining up to collect on about $40 billion in debt owed by Enron.

“Congress should not fail to enact netting legislation this year,” Greenspan and Treasury
Secretary Paul O'Neill wrote House lawmakers a fow weoks after the attacks. “Further delays
would unnecessarily place the financial system at greater risk.” Lawmakers are now
guestioning whether the legislation, which is also attached to a broader bankruptcy bill in
both chambers, could be applied to Enron's bankruptcy case if the bill passes this year.
Federal securities officials said it was unclear whether they could apply new contract netting
laws retroactively. Oxley hopes to get the bill passed by next week, before Congress finishes
its work for 2001.

House Probe Seeks Andersen's Records On Enron Audits

The House Energy and Commerce Committee yesterday asked Arthur Andersen to provide
records relating to its audits of Enron Corp., Dow Jones reported. At the same time, the
committee sent a letter to former Enron Chief Executive Jeffrey Skilling, requesting an
interview with committee investigators within the next two weeks. The committee also
formally sought interviews with David Duncan, Andersen’s partner in charge of the company's
Enron account, and Andersen employees involved in the company’s audits. The requests
came after Joseph Berardino, Andersen's chief executive, told the House Financial Services
Committee on Wednesday that the auditing and consulting firm didn't receive critical
information from its client concerning the special-purpose antities that brought about Enron’s
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financial downfall.

Enron Seeks Supplier to Take Over California University System Powers Confract

Enron Corp is looking for another electricity supplier to complete its contract with California's
two public university systems, a spokeswoman for California State University said yesterday,
reported Dow Jones. Enron Energy Services Ine.'s current contract with California State and
the University of California Systems expires on March 31, 2004, said spokeswoman Clara
Poles-Fellow. The Enron subsidiary filed for chapter 11 bankruptey protection Dec. 2.

Enron Coniract Hearing Moved To Dec. 18

A bankruptcy court hearing regarding embattled Enron Corp.'s motion to negotiate, end or sell
certain contracts has been postponed to next Tuesday, Dec. 18, Dow Jones reported. The
meeting was originally scheduled for today. Earlier this week, Enron filed a motion with the
court asking to be allowed to terminate with other parties certain contracts with safe-harbor

provisions. The company doesn’t want to ask for court approval every time it seeks 1o end an
ag reament,

In its filing, Enron had asked for authority to end some of these safe-harbor contracts and
negotiate payments for each termination. Creditors, including Cinergy Corp.'s Cinergy
services Inc. and Wiser Oil Co., have filed objections. The motions and objections will be
addressed at Tuesday's bankruptey court hearing.

00200000000057



asutton, Gary

———
From: Cariaton, Horman
Soent; Friday, Decembar 27, 2000 10:37 AM
Ta: Cealina, Jil; Bair, Sheila; Berardi, Steve; Bilsbenger, Timolhy, Eichnes, Matthew, Gabilonda,

Jose, Gross, Jared; Hammer, Viva, Lon Sanalamorana (E-maill Nickolodf, Peler, Moy,
Michpel Pieirangeli, Fred; Roscbosn, Brian; Schulthalss, Heldilynne; Whaley, Jean; Wiedman,
Mark; Bisger, Paler; Debarco, Edward, Dorsay, Karen; Elleft, Martha, Ellis, Dina; Huffman,
Lucy. Hughes, Germy, McGivern, Tom; Mcinemey, Robarta; Salladin, Anndg; Smith, Ay
Sutlon, Gary, Tishuk, Brian

Subject: Du: US Congress Fads To Pass Conirac Netting Bill

December 21, 2001

US Congress Fails To Pass Contract Netting Bill

Dow Jones Nawswines
{This article was originally published Thursday.)

WASHINGTOM — Despite an eleventh-hour appeal from Federal Reserve Chairman Alan Greenspan
and pressure from Wall Street, lawmakers again failed to enact legislation that clarifies corporate
bankruptcy laws by allowing companies lo quickly settle outstanding derivatives contracts in the event
of an insolvency.

The once-ocbscure financial issue gained new prominence and urgency on Capitol Hill as lawmakers
struggled to understand the high-finance finagling that lead to the recent Chapler 11 bankrupley filing
of energy giant Enron Corp. (ENE).

The measure allows instilutions to quickly close outstanding derivatives contracts with bankrupt
trading pariners by netting all the losses and gains of individual contracts into one deal

"Enron underscores the importance of it,” said Peggy Peterson, spokeswoman for the House
Financial Services Commitlee. "The other faclor is the recessionary economic climate - the netting
provisions would lower market risk.”

Graenspan recently mel with committee Chairman Michael Oxley, R-Ohio, and House Judiciary
Chairman James Sensenbrenner, R-Wis_, after Owley held a bruising hearing on financial
improprieties leading to Enfon's demise.

Pressure to pass the measure was already building since the Sept. 11 terrorist attacks shut down
.S, financial markels and destroyed the Manhattan offices of many Wall Street brokerage houses.

"Congress should not fail 1o enact netting legisiation this year." Greenspan and Treasury Secretary
Paul O'Nelll wrote House lawmakers a few weeks after the attacks. "Further delays would
unnecessarily place the financial system at greater risk.”

But Sensenbrenner rebuffed requests from Greenspan, Oxley and House leaders 1o pass the
legislation apart from the larger bankruptey bill it was attached.

L
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Complicated, off-balance sheel transactions were Enron's undoing. Its stock collapsed after a Nov. 8
announcemant that tha firm had overstated its nel income by 3568 million over four years.

Creditors are now lining up to collect on the approximately 540 billion in debt owed by Enron,

Of that, roughly $22 billion is on the balance sheet in the form of bank debt, commodity-transaction
financing, bonds and other public securities. The remainder is made up of roughly $7 billion in bonds
and bank debt linked to other assels in special partnerships, as well as an additional $10.7 billion in
“project finance,” a term that typically refers to monay lent to build power plants or oil refineries.

-By Dawn Kopecki, Dow Jones Newswires, 202-862-6637; Dawn. Kopecki@dowjones.com
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Sutton, Gigr

Fram: Canleton, Norman
Sent: Tuesday, December 18, 2001 10:46 AM
Ta: Wiedman, Mark; Bair, Sheila; Bieger, Peter, Bitsberger, Timothy; Delarco, Edward; Dorsay,

Karen: Ellgit, Martha; Ellis, Dina; Gabilonda, Jose; Gross, Jared, Huffman, Lucy; Hughes,
Gorry, MeGivern, Tom; Melnerney, Robarta; Nickoloff, Pater; Roseboro, Brian, Saltadin, Anne;
Schulthaiss, Heidilynne; Smith, Amy, Sution, Gary, Tishuk, Brian

Subject: ABI Wabsite (1217} Sensenbrannar S1ill Wanis Netting Langusge to Be Part of Bankruptcy
il

Sensenbrenner Still Wants Nemting Language 1o Be Part of Bankrupicy Ball

House Judiciary Chairman James Sensenbrenner (R-Wis.) is standing firm in his desire to move so-called
netting language as part of a comprehensive bankruptey reform bill, 2 spokesman said, CongressDaily reponed.
On Thursday, Sensenbrenner met with House Financial Services Chairman Michael Oxley (R-Ohio) and Federal
Reserve Chairman Alan Greenspan to discuss the possibility of passing netting legislation this year separale
from the beleaguered bankruptey bill. Federal financial regulators and Financial Services Commuttee lawmakers
have renewed their calls for that action, in light of the recent collapse of Enron. The nelting provisions are
designed 1o enable quick resolution to complex financial contracts in the event a party in the deal went bankrupt.
However, the netting provisions are one of the few consensus areas in the underlying bankruptey bill, which is
currently in conference, and proponents are not apt 1o separate them out. “There was agreement between
evervone that the netting provisions [are] very important,” a Sensenbrenner aide said. “He's trying 1o get the
bankruptey hill moving, and that’s where we are right now.”
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Euttnni Ga!x

Fram: Carleion, Norman
Saont; Friday, Decamber 14, 2004 10015 AM
To: Bair, Sheila; Berardi, Steve; Bilsberges, Timalhvy, Eichner, Malthew, Gabilondo, Jose; Gross,

Jared: Hammer, Viva; Lor Sanafamosena (E-mail); Mockolol, Peter, Movey, Michael:
Piatranget, Fred; Roseboro, Brian; Schultheiss, Heidiynne; Whaley, Jean; Wiedman, Mark;
Bieger, Pater; DeMarco, Edward, Dorsey, Karen, EBett, Martha; Ellis, Dina; Huffman, Lucy,
Hughes, Gerry, MeGivern, Tom; Mcinerney, Robarial Salladem, Annde, Smith, Amy, Sutlon,
Gary, Tishuk, Brian

Subject: Enron -- Dec. 11 ABI Website

Enron Bankruptcy Update

Enron Japan, Affiliates Seek Bankruptcy Protection

Enran Japan Corp., a wholly-owned subsidiary of failed U.S. energy giant Enron Corp. announced
that it and its three Japanese affiliates filed for bankruptcy yesterday, Dow Jones reported. The
move follows Enron’s Dec. 2 chapter 11 bankruptcy filing in New York. “Enron Japan Corp., Enron
Japan Marketing Corp., Enron Japan Funding Corp. and E Power Corp. filed for bankruptcy. .in
accordance with the Japanese bankruptcy law,” Enron Japan said,

Enron Court Hearing Pushed Back to Dec. 20

An Enron Corp. hearing has been rescheduled for Dec, 20 from Dec. 14, Doe Jones reported. The
hearing, the second since the energy-trading company filed for chapter 11 bankruptcy protection on
Dec. 2, will pertain 1o Enron's request o continue paying utility companies for electric bills. Judge
Arthur Gonzalez, who is presiding over Enron's case will also hear an interim request at this time (o
retain Blackstone Group as financial adviser in Enron’s restructunng.

600 Enron Employees Got Bonuses

Mearly 600 Enron Corp. employees deemed critical to running its prized energy trading business
received more than $100 million in bonuses last month as the company faced a merger and then
bankruptcy, according to the Associated Press. Aboul half of those bonuses, given to 75 traders in
early November when Enron was planning to merge with smaller rival Dynegy Inc., may have to be
repaid bacause the merger collapsed, said Todd Zywicki, a law professor at George Mason
University.

Enron spokesman Mark Palmer said the $50 million given to Iraders before the merger crumbled
“was done in discussions with Dynegy to protect and preserve the value of the trading organization
through what we thought was going to be a fairy long merger process.” Dynegy spokeswoman
Debbie Fiorito said that Dynegy didn’t approve or endorse those bonuses. Enron distributed an
additional $55 million to 500 employees two days before filing for bankruptcy as an incentive for them
to remain with the company while Enron works to emerge from chapter 11,
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Sutton, Gar:r

From: Carlebon, Morman
Sant Friday, Decamber 14, 2001 10:13 AM
To: Bair, Sheila, Berardi, Sieve, Basbarger, Timothy, Echner, Matlew, Gabdondo, Jose, Gross,

Jared, Hammer, Viva; Lor Sanatamorena (E-maill Nickoloff, Petar, Novey, Michaal,
Pietrangeali, Fred, Roseboro, Brian; Schubthedss, Heidilynne; Whabsy, Jean, Wisdman, Mark;
Bieger, Peter; DeMarco, Edward; Dorsey, Karen; Ellett, Martha; Efis, Dema; Huffman, Lucy;
Hughes, Gamy, MoGivern, Tom, Mcinemay, Roberta, Salladin, Anne; Smilk, Amy, Sulton,
Gary; Tishuk, Brian

Subjact: Enran - ABI Websile Dec. 12

Enron Update

U.5. Congress to Hold First Hearing on Enron Bankruptcy Today

The first congressional hearing into the collapse of Enron Corp. gets underway today with testimony
from auditors of the former energy trading giant but not the top execulive of the embattled Houston-
based company, Reuters reported. Enron chief executive Kenneth Lay declined an invitation to
testify before the House Financial Services Committee. “We're disappointed,” panel chairman and
Rep. Michael Oxley (R-Ohio) said. "But this is [just] the first in a series of hearings and investligalions
that the committea will be conducting.”

Arhur Andersen CEQ Joseph Berardino will face questions about when Enron's auditors first realized
there were problems with Enron’s accounts. SEC Chairman Harvey Pitt, who has promisad a
thorough but quick probe of Enron, also declined an invitation o appear at today's hearing. Instead,
SEC Chief Accountant Robert Herdman will testify. Also set to testify at the hearing is Richard
Trumka, secretary-treasurer of the AFL-CIO. Oxley has said any further Financial Services committee
hearings on Enron after Wednesday will not occur until 2002.

Congress Demands Records, Briefing From Enron

A congrassional committea yesterday demanded that Enron Corp. hand over financial records and
meet with committes staff within 10 days, according to Reuters. The House Energy and Commerce
Committee called on Enron to turn over documents relevant to the committee's investigation into the
company' s collapse, said committee Chairman Rep. Billy Tauzin (R-La.) and Rep. James Greenwood
(R-Fa). In letters sent this week to Enron Chairman Kenneth Lay, and Andrew Fastow, the
company's former chief financial officer, Tauzin and Greenwood also requested staff interviews with
both current and former senior Enron employees as wall as members of Enron’s audit and
compliance commitiee by Dac. 21

In their letters, Tauzin and Greenwood requested that a mountain of documents be tumed over to the
committes by Dec. 17. The request lisled 43 separate aspects of the Enron case in which the
commitiee has interest, including: eamings restatement decisions, financial ties among Enron officers
and outside parinerships they were invelved with, minutes from beard and audit committee meelings
from 1997 1o present and correspondence between Enron auditor Arthur Andersen and the company.

J.P. Morgan Sues Enron for $§2.1 Billion

J.F. Morgan Chase & Co., one of Enron Corp.'s biggest creditors, yesterday sued the froubled
energy trader for more than $2.1 billion, Reuters reported. The New York-based bank claimed in a
suit filed in the U.S, Bankruptcy Court in New York on behalf of itself and related parties that it has
rights to Enron assets such as accounis receivable, commercial paper, cash, and other propearty,
which allegedly are not protected in Enron’s bankruplcy proceedings.

Enron holds the assets in dispute only as a servicer for the alleged owners, under two accounis
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recaivables deals, the suit claims. The assels are not propeny of Enron because they wera sold
before Enron's Dec. 2 bankrupltey filing. J.P. Morgan acted as an agent in two credit facilities whose
proceeds helped fund two accounts receivables transactions bebween Enron and Sequoia Financial
Assets, a special purpose, bankruptey-related entity, the suit said. Sequoia allegedly bought the
receivables from Enron and reinvested the money cellected on the bills in short-term paper issued by
Enron and its Enron Norlh America unil.

Dynegy Files Motion fo Dismiss Or Transfer Enron Case

Dynegy Inc. filed @ motion on Monday asking the federal bankruptcy courl in the Southermn District of
New York lo dismiss Enron's $10 billion breach-of-contract lawsuit against Dynegy, or, to transfer the
case to Houston, Dow Jones reported. Enron’s claims against its former merger partner “in no way
relate to federal bankrupley law or the administration of these chapler 11 cases,” according lo the
filing.

Dynegy asked the New York bankruptcy cour to abstain from hearing Enron’s suil against Dynegy,
which allegedly involves state rather than federal breach-of-contract claims. Alternatively, the case
should take place in Texas - where Enron and most of its units are based - instead of New York,
where the “only link to the dispute is ... hung upon the gossamer thread of the location of (Enron’s)
subsidiary Enron Metals and Commodity Inc.”

00200000000077



Sutton, Gary

—
From: Carleton, Norman
Sent: Friday, Decomber 14, 2001 10:02 AM
T Bair, Shaila; Blager, Poler; Bitsberger, Tenothy, DeMarco, Edward, Dorsey, Karen; Ellaft

Martha: Ellis, Dina; Gabilondo, Jose; Gross, Jared; Huffrman, Lusy. Heghes, Gerry; MeGisern,
Tom: Mclnemey, Roberta; MNickoloff, Petar; Roseboro, Brian; Salladin, Anne; Schullhess,
Heidilynne; Smith, &my; Sulton, Gary, Tishuk, Brian, Berardi, Steve; Eichner, Matthew;
Hammer, Viva; Lor Sanatamorena {E-mail}; Novey, Michael, Pigtrangell, Fred, Whaley, Jaan
Wissdman, Mark

Subject: Enron and Bankrupicy Bill = AB| Website

ENRON UPDATE

Greenspan, Oxley Meet; Netting Bill Gains Support Following Enron Debacle

Federal Reserve Chairman Alan Greanspan met yesterday with key House lawmakers to
discuss this year's prospects for passing legislation that clarifies corporate bankruptcy laws
by allowing companies to quickly settle outstanding derivatives contracts in the event of an
insolvency, Dow Jones reported. The once-obscure financial issue has gained new
prominence and urgency on Capitol Hill as federal investigators sift through the mess loft
behind by Enron's chapter 11 bankruptey filing. The measure allows institutions to quickly
close outstanding derivatives contracts with bankrupt trading partners by netting all the
losses and gains of individual contracts into one deal.

House Financial Services Chairman Michael Oxley (R-Ohio) invited Greenspan to meet with
House Judiciary Chairman James Sensenbrenner (R-Wis.) after Oxley held a bruising hearing
an Wednesday on financial improprieties leading to Enron’s demise. Complicated, off-balance
sheet fransactions were the company's undoing. Its stock collapsed after a Nov. 8
announcement that the firm had overstated its net income over four years by 5569 million.
Creditors are now lining up to collect on about $40 billion in debt owed by Enron.

“Congress should not fail to enact netting legislation this year,” Greenspan and Treasury
Secretary Paul O'Neill wrote House lawmakers a few weeks after the attacks. “Further delays
would unnecessarily place the financial system at greater risk.” Lawmakers are now
guestioning whether the legislation, which is also attached to a broader bankruptey bill in
both chambers, could be applied to Enron's bankruptcy case if the bill passes this year.
Federal securities officials said it was unclear whether they could apply new contract netting
laws retroactively. Oxley hopes to get the bill passed by next week, before Congress finishes
its work for 2001,

House Probe Seeks Andersen's Records On Enron Audits

The House Energy and Commerce Committee yesterday asked Arthur Andersen to provide
records relating to its audits of Enron Corp., Dow Jones reported. At the same time, the
committee sent a letter to former Enron Chief Executive Jeffrey Skilling, requesting an
interview with committee investigators within the next two weeks. The committee also
formally sought interviews with David Duncan, Andersen’s partner in charge of the company’s
Enron account, and Andersen employees involved in the company’s audits. The requests
came after Joseph Berardino, Andersen's chief executive, told the House Finaneial Services
Committee on Wednesday that the auditing and consulting firm didn't recelve critical
information from its client concerning the special-purpose entities that brought about Enron’s
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financial downfall.

Enron Seeks Supplier to Take Over California University System Powers Contfract

Enron Corp is looking for another slectricity supplier to complete its contract with California’s
two public university systems, a spokeswoman for California State University said yesterday,
reported Dow Jones. Enron Energy Services Inc.'s current contract with California State and
the University of California Systems expires on March 31, 2004, said spokeswoman Clara
Potes-Fellow. The Enron subsidiary filed for chapter 11 bankruptcy protection Dec. 2.

Enron Contract Hearing Moved To Dec. 18

A bankruptcy court hearing regarding embattled Enron Corp.'s motion to negotiate, end or sell
certain contracts has been postponed to next Tuesday, Dec. 18, Dow Jones reported. The
meating was originally scheduled for today. Earlier this week, Enron filed a motion with the
court asking to be allowed to terminate with other parties certain contracts with safe-harbor
provisions. The company doesn’t want to ask for court approval every time it seeks to end an
agreament.

In its filing, Enron had asked for authority to end some of these safe-harbor contracts and
negotiate payments for each termination. Creditors, including Cinergy Corp.'s Cinergy
Services Inc, and Wiser Qil Co., have filed objections. The motions and objections will be
addressed at Tuesday’s bankruptcy court hearing.
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Sutton, Gaﬂr

From; Careton, Morman
Sent: Thaursday, December DG, 2001 4:15 PM
To: Roseboro, Brian, Bitsberger, Timothy, Wiedman, Mark; Gross, Jarad, Gabilondo, Jose,

Sutton, Gary; Nickoloff, Peter; Schultheiss, Heidilynne, Novey, Michael, Hammer, Viva;
Eichner, Malthew
Subject: CAPITAL VIEWS: New SEC Chasrman Goats A "Dingell-Gram’ (Enron menboned al and)

December G, 2000

CAPITAL VIEWS: New SEC Chairman Gets A "Dingell-Gram’

By Jous CoNNOR
A Daw Joenes Rewswires Column

WASHINGTON — Perhaps inevitably, Harvey Pitl, the new chairman of the Securities and Exchange
Commission, has Rep. John Dingell, D-Mich., on his case.

Dingell, the ranking minority member and former chainman of the House Energy and Commerce Commillee,
has been spreading apprehension il not outright terror through the nooks and crannies of the federal bureaucracy
for decades with what have come to be known as Dingell-grams. Now he has fired one ofT to Chairman Pitt.

"Cin October 22, 2001, in your first specch as chairman of the Securities and Exchange Commission, you
ohserved 1o an audience of accountants thit the SEC "has not, of late, always been a kinder and gentler place for
secountants,™ Dingell wrote in a Dec. 5 letter to Pirt.

The missive {maybe missile is a betier word) was released by the Congressman Thursday.

"Afer noting your representation of the AICPA {American Institute of Certified Public Accountants) and each
of the Big Five Accounting firms for the past two decades, you lamented that 'somewhere along the way,
accountanis became afraid to lalk 1o the SEC, and the SEC appeared to be unwilling lo Listen to the profession,’
and you vowed that 'those days are ended,™ Dingell recounted, laying the groundwork for whal came nexi.

"I am deeply troubled by the tone and tenor of your remarks,” the Congressman said. "Yeur choice ef words
sends the wrong message to auditors, to the SEC stafl, and to the investing public. Your message appears (o be
that the rules will not be implemented as vigorously as they should be. T trust this is not what you meant to
convey and that you will comrect any misunderstanding at the earliest possible time, This is enitical, given the
plummeting confidence of investors in the integrity of lnancial reporting at this time.

"You may choose 1o repudiate the legacy of your predecessor, Arthur Levin,” Dingell continued. "But make no
mistake about it: his tenure, and that of his team on these issues - former Chiel Accountant Lynn Turner and
former Director of Enforcement Richard Walker - represent 4 high mark at the SEC in fighting financial Fraud,
and the standard against which yvou will be measured.”

We'll await Pit's full response, which no doubt will come in due course.

Having dispensed with the pleasantries or lack thereof, the Congressman served up 2 number of questions that
he asked Pin to conzsider in the course of the SECs investigation into the Enron matter.

Dingell's first question reads us follows: “Enron Corp. set up a complex web of off-balance sheet special
purpose entities. What was the underlyving business purpose and substance of each of thesc entities and of
Enron's transactions with them? Enron’s current report an Form 8-K dated November &, 2001, still does not
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provide an explanation to investors, years afier some of these entities were formed. How did the Securitics and
Exchange Commission fail 1o require adequate disclosures over those years™

His second question (there are 15 in all) referenced FASB statement No. 57, "Related Party Disclosures,” and

wondered in part: "How did Enron avoid making these disclosures and how did Arthur Andersen fail to require
adequate disclosures™

And so on. Dingell's last question was: "Who profited from Enron's complex business structure? Where did all
the money go™
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Sutton, Gary

Firam: Carleton, Monmman
Sent: Thursday, November 29, 2001 619 PM
To: Bair, Sheds; Berardl, Steve; Bilsberger, Timathy, Celing, Jil; Eichnes, Matthew, Gabilonda,

Jdose, Gross. Jared, Hammer, Yiva, Lon Sanatamorena (E-mail}, Nickolall, Peler; Hovay,
hichael. Pelrangeli, Fred; Roseboro, Brian, Schulthelss, Helddynne; Sharer, James; Whaley,
Jean; Wisdman, Mark, Bieger, Peter, Delarco, Edward; Dorsey, Karen, Ellatt, Martha, Ellis,
D, Huflemain, Ly, Hughes, Germy MoGivern, Tom; Mclnarmay, Roberta, Salladen, Anna,
Smith, Amy; Sutlon, Gary, Tishuk, Brian

Subject: Enron's Financial Woes Ripple Oul Across Asia

MNovember 30, 2001

Major Business News

Enron’s Financial Woes
Ripple Out Across Asia

By Jasow BooTH, HENNY SENDER and RICHARD B. SCHMITT
Stafl Reporters of THE WALL STREET JOURNAL

The sudden deep financial troubles of U.5. energy giant Enron Corp. sant ripples of concem across
Asia, damaging investments in Japan and potentially undermining businesses in South Korea and
Australia

The uncertainty for Asia is likely just beginning. If Enron files for protection under Chapter 11 of the
federal Bankruptcy Code in the U.S., as many investors and financial experls now expecl, it is lkely
o be one of the messiest, most complex bankruplcy cases ever, lawyers say. That is because of the
multifaceted nature of Enron's ance highflying operations, which combined a global energy business
with a massive financial-trading operation involving tens of billions of dollars in complax contracts, A
filing by Enron, with about $13 billion in debt, would rank among the largest bankruptey filings ever.
Enren has about 800 trading pariners or creditors.

The scale of the Enron collapse is huge, experts say, "There is nothing to compare it to,” said
Edward Tillinghast, a bankruptcy specialist with Coudart Brothers in New York. "The business was so
large. Thare were so many different kinds of operating entities under the Enron umbrella.®

On Wednesday, as the last-ditch merger with Dynegy Inc. unraveled, the company's credit was
downgraded to "junk” status by rating agency Standard & Poor's Corp. The stock market, signaling
that a bankruptcy filing is expected, hammerad Enron stock, which was haited for a time on
Wednesday, and knocked lowar some of its financial backers' shares. Enron shares closed at 4 p.m.
in New York Stock Exchange composite trading at 61 cents, down $3.50, or 85%. Thursday moming
in Mew York, Enron was trading down 33%, or 20 cents, to 41 cents. On Wednasday, Enron bonds
also fell sharply, dropping to 50 cents on the dollar from around 55 cents, reflecting concerns over
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how much creditors might receive if the company does seek bankruptcy-court protection.

Enron spokeswoman Karen Denne said the company is exploring its options and wouldn’t comment
on whether it has retained bankruplcy counsel,

The fallout in Asia was felt immediately on Thursday. The bigges! news was in Sydney, where Enron
Australia said it was suspending operations pending further developments regarding its U.S. parent,
“We are now waiting for clarification about Enron's situation globally and will advise the local market
once we have received that advice,"” legal counsel Rob McGrory said.

The announcement followed a warning by Standard & Poor's about counterparty exposure in the
Ausiralian electricity market. citing the overnight downgrade of Enron. "The recent developments
with Enron serve as a further example of the credit risks faced by energy marke! participants as thay
seek to manage their market risks in Australia’s volatile power market,” said Laurie Conheady, an
associate director at Standard & Poor's,

Similarly, Enron's presence in South Korea appears 10 ba nearing an end. According to officials at SK
Corp.. Enron plans to sell its 50% stake in joinl venture energy distribution firm SK-Enron Co. SK-
Enron was formed in 1999, and controls about 25% of South Korea's natural-gas market, according
to the firm's Web site.

Analysts said that Enron had offered o sell ils stake to SK Corp., yet the Korean pariner said it has
no plans to buy the shares, "We already hold 50% ... we don’t need the rest,” said a company
spokesman, Danigl Youn.

Enron was also considerad a potantial buyer of power ganeration asselts from South Korean
government-conlrolled Korea Electnic Power Corp. Kepco is looking to sell assets as past of a wider
privatization drive.

Prassure elsewhere in the region was fell pnmanily in the financial markets. In Tokyo, the value of
money management funds Nikko Asset Management Co., UFJ Partners Asset Management Co.,
Japan Investment Trust Management Co. and Sumisei Global Investment Trust Management Co.,
fell due to their exposure to Enron debl, which amounted to about 40 billion yen ($324.9 million}.
Enron naws also sparked volatility in the copper and U.5. dollar market, according to tradars.

Onther financial backers of Enron were nagativaly effected as well. J.P. Morgan Chase and Citigroup,
which have invested hundreds of millions of dollars in hopes of keeping the Enron-Dynegy deal alive,
saw their stocks fall on Wednesday trading in the U.5. On Thursday morning Citigroup shares posted
slight gains, rising 19 cents to $47.99, while J.P. Morgan Chase shares were flat at $37.50. J.P.
Morgan Chase said in a statement it has about $500 million of unsecurad exposure to Enron entities,
including loans, letters of credit and derivatives. It said it also has secured exposures, including $400
million in loans secured by Enron pipelines,

Besides banks and bondholders, dozens of companias, municipalities and utilities in the LS. that
had signed multivear power contracls with Enron may be left in the lurch. Over the years, the hikes of
retailer J.C. Penney Co., and shopping-mall company Simon Property Group signed on with Enron,
as it undercut local utilities in newly deregulated markets.

- Rebecca Smith and Robin Sidel contnibuted o this arficle.

Write to Jason Booth at | j.com=> Henny Sender at

henny_sender@ws|.com -:malliu ‘henny. s&nda;@wm {'.umh and Richard B. Schmitt at
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rick_schmitt@ws].com <mailto;rick. schmitl@ws].com>,
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Sutton, Gary

Frarm: Carleton, Nosman
Sont: Thursday, Hovember 29, 2001 613 PM
To: Bair, Sheda, Bleger, Peter; Bitsherger, Timothy; DeMarco, Edward; Dorsey, Karen, Ellett,

Martha, Ellis, Ding; Gabdondo, Jose, Gross, Jared, Hulfman, Lucy, Hughes, Gerry, McGivern,
Tom; Mcinemay, Roberta; Mickoloff, Peler; Roseborg, Brian; Salladin, Anne, Schultheiss,
Heidilynne; Smith, Amy, Sutton, Gany; Tishuk, Brian; Berardi, Steve; Cabina, Mll; Eichner,
Matihire: Hammer, Viva, Lon Sanalamerena (E-madl); Mowvey, Michasel, Pietrangell, Fred;
Sharar, James; Whaley, Jean; Wiedman, Mark

Subject: Lol IN THE MOMEY-2:Callateral Key To Counterparies Recowvery

November 29, 2001

IN THE MONEY-2:Collateral Key To Counterparties Recovery

Dow Jones Newswires

Thoughts of an Enron bankruptcy jogged memories of past filings, such as the case of Drysdale
Government Securities Inc., which involved public entilies being left on the hook for millions of dollars
in uncollateralized govermnment repurchase agreements

But bankruptcy laws have evolved significantly since the 1982 collapse of Drysdale sent shockwaves
through the financial community and forced banks to pay out tens of millions of dollars to cover
Dirysdale's obligations to other government securities firms.

More recently, Orange County's 1994 bankruptcy following its derivatives debacle and the bitter
dispute surrounding German's Metallgesellschaft Ag for breach of forward petroleum contracts
suggests that acrimonious and lengthy litigations might be in the offing. In the latter case, many
countarparties settled out of court and took “haircuts® after a judge ruled that independent petroleum
marketers who entered into long-term hedging contracts as protection against escalating fuel prices
could sua the matals and enginearing conglomearata for breach of contract.

Bul the extent to which those cases provide any lessons for Enron and ils denvative counterparties
remains to be seen, experls said, depending on what sticky and complex issues might arise in
potential court actions.

Meanwhile, although Enron has yet to file for bankruptcy, most of its derivative counlerparties are
likely already scrambling to exit their trades.

That's because Dynegy Inc.'s (DYMN) decision Wednesday to abandon its plan to rescue Enron all but
sealed the fate of the ailing Houston anergy trader which has been hobbled by accounting
irregularities and unguantified off-balance-sheet liabilities. Enron shares plummeted from about 390
a share last summer to 36 cents Thursday

Derivaltive contracts are built around master agreements developed by the Intemational Swaps and
Derivatives Association. As far as its power purchase deals go, Enron is said to have favored master
agreements drafted by the Edison Electric Institute, which draws heavily on ISDA's bluaprint.
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Those master agreements include certain events under which a countarparty can terminate a
transaction, Among those are failure to pay, failure to deliver and, of course, bankruptcy.

Whether counterparties will be able to claim exemption from the aulomatic stay that prevenls anyone
from terminating contracts with a company thal filed for bankruptcy will hinge on the type of deals
they're a party to and whether they meelt certain statutory requirermants. Although Enron and its
lawyers are likely to nitpick the unwinding of @each and every contract involving the company, legal
experts noted that Enron’s fondness for EEl agreements should help those entangled in power
purchase agreements to liquidate their positions since these contracts treat all participants as forward
contracts merchants. Such merchants are exempt from the stay stipulated by section 362A of the
bankruplcy code,

Key to how well or poory counterparties will make out now thal Enron’s business has been all but
dried out, is how much if any collateral protects their transactions.

So far, it's unclear how much of Enron’s derivative transactions were collateralized. Bul lawyers
familiar with the matter said it was likely that a large amount of those contracts wene not
collateralized.

That's likely to be bad news for some countarparties. Because if they're owed money by Enron on
their netted derivative exposure, they'll have to join other unsecurad creditors, likely raceiving litle of
their claims. The bonds and bank debt of Enron took a nose dive after Dynegy rescinded its marger
offar, with trading levels indicating that those mostly unsecured creditors thought they would recoup
only 20% to 25% of the money loaned to Enron.

-By Carol S. Remond, 201-938-2074; Dow Jones Newswires; carol remond@dowjones.com

(Fhyllis. Plitch contributed to this column.)
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Sutton, Gary

e ———
From: Careton, Norman
Senl: Thursday, November 29, 2001 6:09 PM
To: Bair, Sheia; Berandi, Steve; Bitsbergar, Timothy; Cetina, Jill; Eichner, Matthew. Gabilondo,

Jose; Gross, Jared, Hammer, Viva; Lor Sanatamorena (E-maidl), Mickoliofl, Peler; Movay,
Michael, Piatrangell, Fred, Roseboro, Brian, Schulthe:ss, Hediynne, Sharer, James; Whalbey,
Jaan; Wiedman, Mark; Bieger, Pater; DeMarco, Edward, Dorsoy, Karen, Elledt, Martha; Ellis,
Dina; Huffman, Lucy, Hughes, Gery, McGivern, Tom; Mclnemay, Robarta, Salladin, Anme,
Smidh, Amy; Sulton, Gany, Tishuk, Bran

Subject: A Dow Jones Mewswires Column: Enron's Derivatives Could Test Courts (discusses
bankmuplcy nelting issuwes)

Movember 24, 2001

IN THE MONEY: Enron's Derivatives Could Test Courts

By CARODL 5. REMOND and PHYLLIS PLITCH
A Dow Jonesa Hewswires Column

NEW YORK -- Prepare for the largest test in bankrupicy history of safe harbors designed to protect the liquidity
of the nations’ financial system.

Enron Corp.'s (ENE) much-anticipated bankruptey filing. if it indeed comes, is cortain 1o be precedent setting,
First, in terms of shoer magnitude, we're talking about 562 billion in assets. But also becausc it's likely to
involve hundreds, if not thousands, of counterpartics intertwined with Enron in various financial and energy
denvative transactions.

Unlike other creditors whose claims will be stayed under LLS, bankruptey laws, those counterpartics will vig 1o
unwind their trades, may they be "power forwards” or credit derivative contracts, in arder 1o lind more worlhy
hediing partmers.

Built in the bankrupiey code are exemptions for securnities or commodities contracts, These safe harbors were
developed over the years as a sort of securnity blanket for the vital hedging functions that these transactions
provide.

"These special rules are designed to avoid a domino effect,” said a bankruptey lawver, who hke many contacted
for this column, declined 1o be identified given the likelihood that he'll end up representing one or many partics

involved in Enron’s expected Chapler 11 filing

Counterparties claiming redress through these exemptions should be able to net out their vanous denvative
coniracts with Enron, attempting to use whatever collateral was pledged under those transactions 1o quantify
how much money they owe 1o or are owed by Enron. All of that is normally done on the side, withoul pnior
bankruptcy court approval,

The problem 15 that Enron will likely question attemipts 1o unwind those trades and take issue with the manner
in which its counterparties netted their exposure to the company, observers say.

Giiven the large number of partics involved and the magnitude of Enron’s recent losses, the treatment of
derivalive contracts could be further complicated by the market's lack of understanding ol just how much value
is left in Enron's asscts. That's an issue that will permeate the proceedings with all of Enron's stunned creditors.
On wop of its derivative exposure, Enron is on the hook for roughly 513 billion in debt

As par of its energy irading operations, Enron was a party to billions of dollars of derivative contracts designed
L
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to enable the company and its trading partners 1o hedge, among other things, agaimst rapidly fluctuating energy
prices and foreign exchange volatility - stabilizing otherwise uncertain markets. By its own account,as of
December 2000, Enron was involved in roughly $20 billion of derivative contracts on which it owed its
counterparties. More recent numbers aren't available.

Thoughts of an Enron bankrupicy jogged memarics of past filings, such as the case of Drysdale Govemment
Securities Ing., which involved public entities being lefi on the hook for millions of dollars in uncollateralized
overnment repurchase agreements.

But bankruptey laws have evolved significantly since the 1982 collapse of Drysdale sent shockwaves through
the financial community and forced banks to pay out tens of millions of dollars 1o cover Drysdale's obligations
to other government secuntics firms.

Maore recently, Orange County’s 1994 bankruptey following s denvatives debacle and the bitter dispule
surrounding German's Melallgesellschalt Ag for breach of forward petroleum contracts suggests that
acrimonious and lengthy litigalions might be in the offing. In the latter case, many counterparties settled out of
court and ook "haircuts™ after a judge ruled that independent petroleum marketers who entered into long-term
hedging contracts as prolection against escalating fuel prices could sue the metals and engincenng conglomerate
[or breach of contract.

But the extent to which thosc cases provide any lessons for Enron and its derivative counterparties remains to
be seen, experts said, depending on what sticky and complex issues might anise in potentizl coun actions.

Meanwhile, although Enron has vet to file for bankruptey, most of its denivative counterparties are likely
alrcady scrambling to exit their trades.

That's because Dynegy Inc.'s (DYN) decision Wednesday to abandon its plan to rescue Enron all bul sealed the
fate of the ailing Houston energy irader which has been hobbled by accounting irregularities and unguantificd
off-balance-sheet liabilitics. Enron sharcs plummeted from about 590 a share last summer to 36 cents Thursday,

Derivative contracts are built around master agreements developed by the Intermational Swaps and Derivatives
Association. As far as its power purchase deals go, Enron is said to have favored master agreements drafted by
the Edison Elecing Institute, which drows heavily on [SDA% blueprin

Those master agreements include certain events under which a counterparty can lerminate a iransaction. Among
those are [ailure 1o pay, failure o deliver and, of course, bankrupiey.

Whether counterpanies will be able to claim exemption from the automatic stay that prevents anyone from
terminating contracts with a company that filed for bankruptey will hinge on the type of deals they're & party Lo
and whether they meet cortain statutory requirements. Although Enren and its lawyers are likely (o nitpick the
unwinding of each and gvery contract invelving the company, legal experts noted that Enron's fondness for EE
agrecments should help those entangled in power purchase agreements to liquidate their positions since these
contracts treat all participants as forward contracts merchants, Such merchants are exempt from the stay
stipulated by section 362 A of the bankrupicy code.

Key 1o how well or poorly counterpartics will make out now that Enron’s business has been all but dried out, is
how much if any collateral protects their transactions.

So far, it's unclear how much of Enron's derivative transactions were collateralized. But lawyers familiar with
the matter said it was likely that a large amount of those contracts were not collateralized.

That's likely to be bad news for some counterparties. Because if thev're owed money by Enron on their netted
derivative cxposure, they'll have 1o join other unsecured creditors, likely receiving litile of their claims. The
honds and bank debl of Enron took a nose dive afier Dynegy rescinded its merger offer, with trading levels

¥
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indicating that those mostly unsccurcd creditors thought they would recoup only 20% to 25% of the money
loaned 1o Enron.

-Bv Carol 5. Remond, 201-%38-2074; Dow Jones lewswires, carol remond{a dowjones.com

{Phyllis Plitch contnibuted to this column. )
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Tuesday, December 18, 2001 10:46 AM

Wiedman, Mark; Bair, Sheda; Bleger, Peter; Bilsbergar, Timothy, DeMarco, Edward; Dorsay,
Karen, Ellgll, Martha; Ells, Dina, Gabilondo, Jose; Gross, Jared, Huffman, Lucy, Hughes,
Gerry; McGivern, Tom; Mcinemey, Roberta; Nickoloff, Peter; Roseboro, Brian, Saladin, Anne;
Sghultheiss, Heidilynne, Smith, Amy, Sutben, Gary;, Tishuk, Brian

ABI Wabsite {12117T): Sensenbranner Sl Wanis Netting Language to Be Part of Bankruplcy
Bill

Sensenbrenner Still Wants Netting Language to Be Part of Bankruptey Bill

House Judiciary Chairman James Scnsenbrenner (R-Wis.) is standing firm in his desire to move so-called
nelting language as part of a comprehensive bankruptcy reform bill, a spokesman said, CongressDaily reporied.
On Thursday, Sensenbrenner mel with House Financial Services Chairman Michael Oxley (R-Ohio) and Federal
Reserve Chairman Alan Greenspan to discuss the possibility of passing netting legislation this year scparate
from the heleaguered bankruptey bill. Federal financial regulators and Financial Services Committee lawmakers
have renewed their calls for that action, in light of the recent collapse of Enron. The nelting provisions are
designed to enable guick resolution to complex financial contracts in the event a party in the deal went bankrupt.
However, the netting provisions are one of the few consensus areas in the underlying bankruptey bill, which is
currently in conference, and proponents are not apt 1o separate them out. *There was agreement between
cveryone that the netting provisions [are] very important,” a Sensenbrenner aide said. “He's trying to get the
bankruptey bill moving, and that’s where we are right now.™
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Jared; Hammer, VYiva; Lori Sanatamorena (E-mail);, Nickololf, Pelar; Mowvay, Michas,
Pietrangeli, Fred, Rosebora, Bran, Schultheiss, Heidilynne; Whaley, Jean, Wiedman, Mark.
Biager, Peler; DeMarco, Edward; Dorsey, Karen; Elledt, Martha; Ellis, Ding; Huffman, Lucy,
Hughes, Garry; McGivern, Tom; Mclnemey, Robarta; Salladin, Anne; Smilh, Amy, Suthon,
Gary. Tishuk, Brian

Subject: Ernron — Das. 11 ABI'Wabsila

Enron Bankruptcy Update

Enron Japan, Affiliates Seek Bankruplcy Protection

Enron Japan Corp., a wholly-owned subsidiary of failed U.5. energy giant Enron Corp. announced
that it and its three Japanese affiliates filed for bankruptcy yesterday, Dow Jones reported. The
move follows Enron's Dec. 2 chapler 11 bankruploy filing in New York. “Enron Japan Corp., Enron
Japan Markeling Corp., Enron Japan Funding Corp. and E Power Corp. filed for bankruptcy...in
accordance with the Japanese bankrupicy law,” Enron Japan said.

Enron Court Hearing Pushed Back to Dec. 20

An Enron Corp. hearing has been rescheduled for Dec. 20 from Dec. 14, Doe Jones reported. The
hearing, the second since the anergy-trading company filed for chapter 11 bankruptey protaction on
Dec. 2, will pertain to Enron’s request 1o continue paying ulility companies for electric bills. Judge
Arthur Gonzalez, who is presiding over Enron's case will also hear an interim request at this time to
relain Blackstone Group as financial adviser in Enron's restructuring.

G600 Enron Employees Got Bonuses

Nearly 600 Enron Corp. employees deemed critical to running its prized energy lrading business
receivad more than $100 milion in bonuses last month as the company faced a merger and then
bankruplcy, according to the Associated Press. About half of those bonuses, given to 75 traders in
early November when Enron was planning to merge with smaller rival Dynegy Inc., may have to be
repaid because the merger collapsed, said Todd Zywicki, a law professor at George Mason
University.

Enron spokesman Mark Palmer said the 550 million given to traders before the merger crumbled
"was done in discussions wilth Dynegy to protect and preserve the value of the trading organization
through what we thought was going to be a fairly long merger process.” Dyneqgy spokeswoman
Debbie Fiorto said that Dyneqgy didn't approve or endorse those bonuses. Enron distributed an
additional $55 million to 500 employees two days before filing for bankruptcy as an incentive for them
to remain with the company while Enron works to emerge from chapter 11,
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Subjoet: Ernron - ABI Weabsite Dec. 12

Enron Update

U.5. Congress to Hold First Hearing on Enron Bankruptcy Today

The first congressional hearing into the collapse of Enron Corp. gels undenvay today with testimony
from auditors of the former enerqgy trading giant but not the top executive of the embattled Houston-
based company, Reuters reported. Enron chief executive Kenneth Lay declined an invitation to
testify before the House Financial Services Committes. “We're disappointed,” panel chairman and
Rep. Michael Oxley (R-Ohio) said. “But this is [just] the first in a series of hearings and investigations
that the commiltee will be conducting.”

Arthur Andersen CEQ Joseph Berardino will face questions about when Enron's auditors first realized
there were problems with Enron's accounts. SEC Chairman Harvey Pitt, who has promised a
thorough but quick probe of Enron, also declined an invitation to appear at today's hearing. Instead,
SEC Chief Accountant Robert Herdman will testify. Also set to testify at the hearing is Richard
Trumka, secretary-treasurer of the AFL-CIO. Oxley has said any further Financial Services committee
hearings on Enron after Wednesday will not cccur until 2002.

Congress Demands Records, Briefing From Enron

A congressional committee yesterday demanded that Enron Corp. hand over financial records and
meet with commiltee staff within 10 days, according to Reuters. The House Energy and Commerce
Committee called on Enron to tum over documents relevant to the committee’s investigation into the
company's collapse, said committee Chairman Rep, Billy Tauzin (R-La.) and Rep. James Greenwood
(R-Pa). In letters sent this week to Enron Chairman Kenneth Lay, and Andrew Fastow, the
company’s former chief financial officer, Tauzin and Greenwaod also requested staff interviews with
both current and former senior Enron employees as well as members of Enron’s audit and
compliance committee by Dec. 21,

In their letlers, Tauzin and Greenwood requested that a mountain of documents be tumed over to the
commitiee by Dac. 17. Tha raquest listed 43 separate aspects of the Enron case in which the
commiltee has interest, including: eamings restalemant decisions, financial ties among Enron officers
and outside partnerships they were involved with, minutes from board and audit committea meeatings
from 1987 to present and comaspondence betweean Enron auditor Arthur Andersen and the company.

J.P. Morgan Sues Enron for $2.1 Billion

J.P. Morgan Chase & Co., one of Enron Corp.'s biggest creditors, yesterday sued the troubled
energy trader for more than 2.1 billion, Reuters reported. The New York-based bank claimed in a
suit filed in the U.S. Bankruptcy Court in Mew York on behalf of tself and related parties that it has
rights to Enron assets such as accounls receivable, commercial paper, cash, and other property,
which allegedly are not protected in Enron’s bankruplcy proceedings.

Enron holds the assels in dispute only as a servicer for the alleged owners, under two accounts
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receivables deals, the suit claims, The assels are not properly of Enron because they were soid
before Enron’'s Dec. 2 bankruptey filing. J.P. Morgan acted as an agent in two credit facilities whose
proceeds helped fund two accounts receivables transactions between Enron and Sequoia Financial
Assets, a special purpose, bankruptcy-related entity, the suit said. Sequoia allegedly bought the
receivables from Enron and reinvested the money collectad on the bills in short-lerm paper issued by
Enron and its Enron Morth America unit.

Dynegy Files Motion to Dismiss Or Transfer Enron Case

Dynegy Inc. filed a motion on Monday asking the federal bankruptcy court in the Southern District of
MNew York to dismiss Enron's $10 billion breach-of-contract lawsuit against Dynegy, or, to transfer the
case to Houston, Dow Jones reported. Enron’s claims against its former merger partner “in no way
relate to federal bankruptcy law or the administration of these chapter 11 cases,” according to the
filimg.

Dynegy asked the New York bankruptcy court to abstain from hearing Enron's suit against Dynegy,
which allegadly involves state rather than federal breach-of-contract claims. Alternatively, the case
should take place in Texas - where Enron and most of its units are based - instead of Mew York,
where the "only link to the dispute is ... hung upon the gossamer thread of the location of (Enron’s)
subsidiary Enron Metals and Commeodity Inc.”
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Enron Update

House Panel Vows Comprehensive Enron Investigation

House Financial Services Committea members yesterday plunged into what they pledged would be a
comprehensive investigation into the collapse of Enron Corp., a task made more difficult by Enron
Corp. CEO Kenneth Lay's failure to appear before the panel as a witness, CongressDaily reporled.
Lay sent the committee a latter on Tuesday, explaining that ha would ba unable to attend the hearing
because he was scheduled to participate in bankruptcy proceedings. Financial Services Capital
Markets Subcommittee Chairman Richard Baker (R-La.) said the committee would continue its
investigation in “late January, possibly early February.” And, he added, "Our task is to establish the
facts, change the rules where needed and assist the SEC in pursuit of those who have violated the
law.”

several l[awmakers on both sides of the aisle also used Enron's demise as an opporunity to renew
their calls for the passage of a financial “netting” bill, provisions of which are included in the
bankruptcy reform bill. Financial Services Committee Chairman Michael Oxley (R-Ohic) and ranking
member Jahn LaFalca (D-N.Y.) agreed that Enron's collapse underscores the urgant need for
passage of provisions designed to strengthen and update current statutory protections for natting
financial market contracts if a party defaults. Metling refers to the practice where the amounts due
between financial institutions in the event of a default are quickly calculated as one net amount,
helping reduce risk. The netting language is one of the few consensus items included in
comprehensive bankruptcy reform legislation that "is destined to go down lo defeat,” LaFalce
assered. “[Metting] is not a new issue,” he fumed. “We need to exiract [those] provisions and simply
pass them independently.”

Auditor Hints of ‘lllegal Acis’ at Enron

Enron Corp.’s oulside auditor said yesterday “illegal acts” may have been commitied at the energy-
trading company befora it sought bankruplcy protection last week, The Washinglon Posi reported.
The chief executive of Arthur Andersen, the accounting firm that approved years of financial
statermnents that overstated Enron’s profits and understated its debts, also said Andersen made "an
error in judgment” that accounted for 5103 million in overstated profits.

While Joseph F. Berardino testified yesterday on Capitol Hill, giving Andersen’s first substantive
explanation of why it certified Enron’s reports, top Enron officers detailed a reorganization strategy for
creditors at a meeating in New York. And former Enron chief financial officer Andrew Fastow, after
failing to honor a Securities and Exchange Commission subpoena, surfaced at a news conference to
dispel speculation that he had fled the country. In addition to Congrass and the SEC, the Justice and
Labor departments are investigaling Enron’s collapse. More congressional hearings are expacted
next month. To read the entire stur'_.fi point your browser to <http:iiwaww washingtonpost. comiwp-
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Enron Seeks 36 Billion From Assel Sales

Bankrupt Enron Corp, yesterday announced that it may sell its key energy trading unit and plans to raise up to 36
billion by selling other assets, Reuters reparted. Chief Financial Officer Joff McMahon said that Enron plans to
soll its troubled Azurix Corp, water unit, businesses in emerging markets and wind energy assets. It plans to
retain ite exploration and productlon unit, whelesale and retall services and regulated businesses. McMahon
said Enren has about $13 blllien in unsecured bank debt and an additional $2 billion in secured bank debl. Enron
plans to raise between 54 billion to $6 billion with the noncore assel sale,

Dynegy Suit to Gain Enron Pipeline Moved to Federal Court

Dynegy Inc."s lawsull bo secure ownership of an Enron Corp. plpeline company has been transferred to the
Federal District Court in Houston, Dow Jones reported. The state District Court of Harris County, Texas, where
Dynegy eriginally filed the suit, transferred the case on Tuesday, Enren asked that the suit be moved to federal
court o determing whather it should be heard by the federal bankruptey court in New York, as Enron®s lawyers
have arguad, or in state court, as Dynegy prafers. Dynegy plans to seek to move the casa back to state cowrt,

Dynegy filed suit against two Enron subsidiaries on Dec. 3 in the state court seeking control of the
Enron Northern Natural Gas Co, Dynegy based its claim to Northern Natural on an oplion it secured
from Enron in exchange for a 51.5 billion cash infusion. The option allowed Dynegy to acquire
complete control of Norhern Matural in the event Dynegy's offer to acquire Enron fell through.
Dynegy lerminated its acquisition offer last month and told Enron it was exercising its option to buy
Morthern Natural, Enron is contesting Dynegy's claim and has sued its ona-time suitor for $10 billion
for wrongfully terminating its acquisition offer.

Enron Objection Deadline Extended o Dec. 18

Enron announced that it has moved the date of its next bankruptcy hearing, originally
scheduled for tomorrow, to Dec. 20. Enron representatives weren't immediately available to
provide the reason for the rescheduling. Enron said the hearing is designed to give adequate
assurance to utility companies providing services to Enron and its debtor subsidiaries. In
connection with the rescheduled hearing, Enron has extended the objection deadline to Dec.
18.
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ENRON UPDATE

Greenspan, Oxley Meel; Netting Bill Gains Support Following Enron Debacle

Federal Reserve Chairman Alan Greenspan mel yesterday with key House lawmakers to
discuss this year's prospects for passing legislation that clarifies corporate bankruptcy laws
by allowing companies to quickly settle outstanding derivatives contracts in the event of an
insolvency, Dow Jones reported. The once-obscure financial issue has gained new
prominence and urgency on Capitol Hill as federal investigators sift through the mess left
behind by Enron's chapter 11 bankruptcy filing. The measure allows institutions to quickly
close outstanding derivatives contracts with bankrupt trading partners by netting all the
losses and gains of individual contracts into one deal.

Housa Financial Services Chairman Michael Oxley (R-Ohio) invited Gresnspan to meet with
House Judiciary Chalrman James Sensenbrenner (R-Wis.) after Oxley held a bruising hearing
on Wednesday on financial improprieties leading to Enron's demise. Complicated, off-balance
sheat transactions were the company’s undoing. Its stock collapsed after a Nov. 8
announcement that the firm had overstated its net income over four years by $569 million.
Creditors are now lining up to collect on about $40 billion in debt owed by Enron.

“Congress should not fail to enact netting legislation this year,” Greenspan and Treasury
Secretary Paul O'Neill wrote House lawmakers a few weeks after the attacks. “Further delays
would unnecessarily place the financial system at greater risk.” Lawmakers are now
questioning whether the legislation, which is also attached to a broader bankruptcy bill in
both chambers, could be applied to Enron’s bankruptcy case if the bill passes this year.
Federal securities officials said it was unclear whether they could apply new contract netting
laws retroactively. Oxley hopes to get the bill passed by next week, before Congress finishas
its work for 2001,

House Probe Seeks Andersen’s Records On Enron Audits

The House Energy and Commerce Committee yestarday asked Arthur Andersen to provide
records relating to its audits of Enron Corp., Dow Jones reported. At the same time, the
committee sent a letter to former Enron Chief Executive Jeffrey Skilling, requesting an
interview with committee investigators within the next two weeks. The committes alse
formally sought interviews with David Duncan, Andersen’s partner in charge of the company's
Enron account, and Andersen employees involved in the company's audits. The requests
came after Joseph Berardino, Andersen's chief executive, told the House Financial Services
Committee on Wednesday that the auditing and consulling firm didn't receive critical
information from its client concerning the special-purpose entities that brought about Enron's
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financial dewnfall.

Enron Seeks Supplier to Take Over California University System FPowers Confract

Enron Corp is looking for another electricity supplier to complete its contract with California’s
two public university systems, a spokeswoman for California State University said yesterday,
reported Dow Jones. Enron Energy Services Inc.'s current contract with California State and
the University of California Systems expires on March 31, 2004, said spokeswoman Clara
Potes-Fellow. The Enron subsidiary filed for chapter 11 bankruptcy protection Dec, 2.

Enron Contract Hearing Moved To Dec. 18

A bankruptcy court hearing regarding embattled Enron Corp.'s motion to negotiate, end or sell
certain confracts has been postponed to next Tuasday, Dec. 18, Dow Jones reported. The
meeting was originally scheduled for today. Earlier this week, Enron filed a motion with the
court asking to be allowed to terminate with other parties certain contracts with safe-harbor
provisions. The company doesn't want to ask for court approval every time it seeks to end an
agresment.

In its filing, Enron had asked for authority to end some of these safe-harbor contracts and
negotiate paymeants for each termination. Creditors, including Cinergy Corp.'s Cinergy
Services Inc. and Wiser Oil Co., have filed objections. The motions and objections will ba
addressed at Tuesday's bankruptcy court hearing.
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Enron's Financial Woes
Ripple Out Across Asia

By JasoN BoOTH, HENNY SENDER and RICHARD B. SCHMITT
Siaff Reporiers of THE Wall STREET JOURMAL

The sudden deep financial troubles of U.5. enargy giant Enron Corp. sent ripples of concem across

Asia, damaging investments in Japan and potentially undermining businesses in South Korea and
Australia.

The uncertainty for Asia is likely just beginning. If Enron files for prolection under Chapter 11 of the
federal Bankruptcy Code in the U.S., as many investors and financial experts now axpect, it is likely
o be one of the messiest, most complex bankruptcy cases ever, lawyers say. That is because of the
multifaceted nature of Enron’s once highflying operations, which combined a global anergy business
with a massive financial-trading operation involving tens of billions of dollars in complex contracts. A
filing by Enron, with about 512 billion in debt, would rank among the largest bankruptey filings ever,
Enron has aboul 800 trading partners or creditors.

The scale of the Enron collapse is huge, experis say. “There is nothing to compare it to,” said
Edward Tillinghast, a bankruplcy specialist with Coudert Brothers in New York. "The business was so
larga. Thera ware so many different kinds of operating entities under the Enron umbretla.®

On Wednesday, as the last-ditch merger with Dynegy Inc. unraveled, the company’s credit was
downgraded to "junk” status by rating agency Standard & Poor's Corp. The stock markat, signaling
that a bankruptcy filing is expected, hammered Enron stock, which was halted for a time on
Wednasday, and knocked lower some of its financial backers' shares. Enron shares closed at 4 p.m.
in New York Stock Exchange composite trading at 61 cents, down $3.50, or 85%. Thursday morning
in Mew York, Enron was trading down 33%, or 20 cents, to 41 cents. On Wednesday, Enron bonds
also fell sharply, dropping to 50 cents on the dollar from around 55 cents, reflecting concemns over
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how much creditors might receive if the company does seek bankruptcy-court protection.

Enron spokeswoman Karen Denne said the company is exploring its options and wouldn't comment
an whether it has retained bankruptcy counsal.

The fallout in Asia was felt immediately on Thursday. The biggest news was in Sydnay, where Enron
Australia said it was suspending operations pending further developments regarding its U.S. parent.
"We are now waiting for clarificalion about Enron's situation globally and will advise the local market
once we have received that advice,” legal counsel Rob McGrory said.

The announcemant followed a warning by Standard & Poor's about counterparty exposure in the
Australian electricity market, citing the overnight downgrade of Enron. "The recent developments
with Enron serve as a further example of the credit risks faced by energy market participants as thay
seek to manage their market risks in Australia's volatile power market,” said Laurie Conheady, an
associate director at Standard & Poor's.

Similarly, Enron’s presence in South Korea appears o be nearing an end. According to officials al SK
Corp., Enron plans to sell its 50% stake in joint venture energy distribution firm SK-Enron Co. SK-
Enron was formed in 1989, and controls about 25% of South Korea's natural-gas market, according
fo the firm’s Web site.

Analysts said that Enron had offered to sell its stake to SK Corp., yel the Korean partner said it has
na plans 1o buy the shares. "We already hold 50% ... we don't need the rest,” said a company
spokesman, Danial Youn.

Enren was also considered a potential buyer of power generation assets from Scuth Korean
government-controlled Korea Electric Power Corp. Kepco is looking to sell assets as past of a wider
privatization drive.

Pressure elsewhere in the region was felt primarily in the financial markets. In Tokyo, the value of
money management funds Nikko Asset Management Co., UFJ) Partners Asset Management Co.,
Japan Investment Trust Management Co. and Sumisei Global Investment Trust Management Co.,
fell due to their exposura to Enron debt, which amounted to about 40 billion yen ($324.9 million).
Enron news also sparked volatility in the copper and U.5. dollar market, according to traders.

Other financial backers of Enron were negatively effected as well. J.FP. Morgan Chase and Citigroup,
which have invested hundreds of millions of dollars in hopes of keeping the Enron-Dynegy deal alive,
saw their stocks fall on Wednesday trading in the U.S. On Thursday morning Citigroup shares posted
slight gains, rising 19 cents to $47 .99, while J.P. Morgan Chase shares were flat at $37.50. J.P.
Morgan Chase said in a statement it has about $500 million of unsecured exposure to Enron entities,
including loans, letters of credit and derivatives. It said it also has secured exposures, including $400
million in loans secured by Enron pipelines.

Besides banks and bondholders, dozens of companies, municipalities and utilities in the U.S. that
had signed multiyear power contracts with Enron may be left in the lurch. Over the years, the likes of
retailer J.C. Penney Co., and shopping-mall company Simon Property Group signed on with Enron,
as it undercut local utilities in newly deregulated markets.

- Rebecca Smith and Robin Sidel confributed to this arficle.

Write to Jason Booth at jason.boothi@aws].com <mailtojason. boothi@aws].com=>, Henny Sender at
henny sender@wsj.com <mailto:henny.sender@wsi.com=> and Richard B. Schmitt at
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ri::]-;.s.::hmitl@wsi.mm <mailto:rck.schmitt@ws].com=,
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Einﬂar, Peter

——— ——
From: Caraton, Horman
Sent: Thursday, November 20, 2001 6:13 PM
Ta; Bair, Sheila; Bieger, Peter, Bitsbarger, Timolhy, DaMarco, Edward; Dorsey, Karen; Ellett,

Martha: Ellis, Dina; Gabilondo, Jose, Gross, Jared;, Huffman, Lucy; Hughes, Gerry, MoGivern,
Tom; Mcinermey, Roberta; Mickolof, Peter; Roseboro, Brian; Salladin, Anne; Schultheiss,
Heidilyrne;, Smith, Amy; Sulton, Gary; Tishuk, Brian; Berardi, Steve; Cetina, Jill; Eichnar,
Matthew, Hammes, Viva, Lori Sanatamorena (E-mail); Novey, Michael, Pietrangedi, Fred;
Sharer, James; Whaley, Jean; Wisdman, Mark

Subject: DU W THE MONEY-2:Collateral Key To Counterparis Recovery

Movember 29, 2001

IN THE MONEY-2:Collateral Key To Counterparties Recovery

Dow Jonas Newswirgs

Thoughts of an Enron bankrupley jogged memories of past filings, such as the case of Drysdale
Government Securities Inc., which involved public entities being left on the hook for millions of dollars
in uncollateralized government repurchase agreements.

But bankruplcy laws have evolved significantly since the 1982 collapse of Drysdale sent shockwaves
through the financial community and forced banks to pay out tens of millions of dollars to cover
Drysdale’s obligations to other government securities firms.

More recently, Orange County's 1984 bankruptey following its derivalives debacle and the bitler
dispute surrounding German's Metaligesellschafl Ag for breach of forward petroleum contracts
suggests that acrimonious and lengthy litigations might be in the offing. [n the latter case, many
counterparties settled out of court and took "haircuts” after a judge ruled that independent petroleum
marketers who entered into long-term hedging contracts as protection against escalating fuel prices
could sue the melals and engineering conglomerate for breach of contract.

But the extent to which those cases provide any lessons for Enron and its derivalive counterparties
remains to be sean, experts said, depending on what sticky and complex issues might arise in
potential court actions.

Meanwhile, although Enron has yet to file for bankruptcy, most of its derivative counterparties are
likely already scrambling to exit their trades.

That's because Dynegy Inc.'s {DYN) decision Wednesday to abandon its plan to rescue Enron all but
sealed the fate of the ailing Houston energy trader which has been hobbled by accounting
iregularities and unguantified off-balance-sheet liabilities. Enron shares plummeated from about 90
a share last summer to 36 cenls Thursday.

Derivative contracts are built around master agreements developed by the Intemational Swaps and
Derivatives Association. As far as its power purchase deals go, Enron is said to have favored masler
agreements drafted by the Edison Electric Institute, which draws heavily on 1ISDA’s blueprint.
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Those masler agreements include certain events under which a counterparty can terminate a
transaction. Among those are failure to pay, failure to deliver and, of course, bankruptcy.

Whether counlerparties will be able to claim exemption from the aulomatic stay that prevents anyone
from terminating contracls with a company that filed for bankruptcy will hinge on the type of deals
they're a party o and whether they meet certain statutory requirements. Although Enren and its
lawyers are likely to nitpick the unwinding of each and every contract involving the company, legal
experts noted that Enron's fondness for EEI agreements should help those entangled in power
purchase agreemants to liquidate their positions since these contracts treat all participants as forward
conltracts merchants. Such merchants are exempt from the stay stipulated by section 362A of the
bankruptcy code.

Key to how well or poorly counterparties will make out now that Enron’s business has been all but
dried out, is how much if any collateral protects their transactions.

So far, it's unclear how much of Enron's derivative transactions were collateralized. But lawyers
familiar with the matter said it was likely that a large amount of those contracts were not
collateralized.

That's likely to be bad news for some counterparties. Because if they're owed money by Enren on
their netted derivative exposure, they'll have to join other unsecured creditors, likely receiving little of
their claims. The bonds and bank debt of Enron tock a nose dive after Dynegy rescinded ils merger
offer, with trading levels indicating that those mostly unsecured creditors thought they would recoup
only 20% to 25% of the money loaned to Enron.

-By Carol 5. Remond, 201-938-2074; Dow Jones Newswires; carol.remond@dowjones.com

(Phyllis Plitch contributed to this column. )
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wn Peter —

Fram: Carbelon, Norman
Sanl; Thursday, Movember 28, 2001 G:09 PM
To: Bair, Shella; Berardi, Steve; Bisberger, Timothy, Celina, Jill; Eichner, Malthaw, Gablonda,

Jose; Gross, Jared, Hemmer, Viva, Lor Sanatamorena (E-mail); Nickoloff, Pater;, Novey,
Michaed; Pietrangeli, Fred; Roseboro, Brian; Schulthelss, Heldilynne; Sharer, James; Whaley,
Jaan; Wisdman, Mark; Bieger, Pater; DeMarco, Edward; Dorsey, Karen; Elletl, Martha; Ells,
Dina; Huffman, Lucy; Hughes, Gemry, McGvem, Tom, Mcinarmey, Robera; Salladin, Anng,
Smith, Amy, Sutton, Gary, Tishuk, Brian

Subyject: A Dow Jones Mewswires Column: Enron’s Dervatives Could Tes! Courts  (SiScusses
bankruptcy netting Bsues)

Movember 20, 3001

IN THE MONEY: Enron's Derivatives Could Test Courts

By CAROL 5. REMOND and PHYLLIS PLITCH
A Dow Jones Hewswlres Column

NEW YORK -- Prepare for the largest test in bankruptey history of safe harbors designed to protect the liquadity
of the nalions' Nnancial system,

Enron Corp.s (ENE) much-anticipated bankruptey filing, if it indeed comes, is certain to be precedent setting,
First, inn terms of sheer magmitude, we're talking about 562 billion in assets. But also because it's likely to

involve hundreds, if not thousands, of counterpartics intertwined with Enron in various financial and energy
denvative transactions.

Unlike other creditors whose claims will be stayed under ULS, bankruptey laws, those counterparties will vie to
unwind their trades, may they be "power forwards" or credit denvative contracts, in order to find more worthy
hedging partners.

Built in the banknuptcy code arc exemptions for scouritics or commoditics contracts. These safc harbors were
developed over the years as a sort of sccurity blanket for the vital hedging functions that these transactions
provide,

"These special rules are designed o avord a domine effect,” said o bankruptey lawyer, who like many contacted
for this column, declined to be identified given the likelihood that he'll end up representing one or many partics
involved in Enron's expected Chapter 11 filing.

Counterparties claiming redress through these exemptions should be able to net out their various derivauve
contracts with Enron, attempting to use whatever collateral was pledged under those transactions to guantify
how much money they owe to or are owed by Enron, All of that is normally done on the side, without prior
hankruptey court approval,

The problem is that Enroa will likely question attempls to unwind those trades and take issue with the manner
in which 1is counterparties netted their exposure to the company, observers say.

Given the large number of parties involved and the magnitude of Enron's recent losses, the treatment of
derivative contracts could be further complicated by the market's lack of understanding of just how much value
is lefl in Enron's assets. That's an issue that will permeate the proceedings with all of Enron’s stunned creditors.
On top of its derivative exposure, Enron is on the hook for roughly 313 billion in debt.

As parl of its energy trading operations, Enron was a party to billions of dollars of derivative contracts designed
1
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to enable the company and its trading partners to hedge, among other things, against rapidly fluctuating encray
prices and foreign exchange volalility - stabilizing otherwise uncertain markets. By its own sccount,as of
December 2000, Enron was involved in roughly S20 billion of derivative contracts on which it owed ils
counterparties. More recent numbers aren'l availahle.

Thoughts of an Enron bankruptey jogged memories of past filings, such as the case of Drysdale Government
Securities Inc., which involved public entities being left on the hook for millions of dollars in uncollateralized
govemnment repurchase agrecments.

But bankruptey laws have evolved significantly since the 1982 collapse of Drysdale sent shockwaves through
the financial community and forced banks to pay oul tens of millions of dollars to cover Drysdale’s obligations
to other government securities firms.

More recently, Orange County's 1994 bankruptcy following its denvatives debacle and the bitter dispute
surrounding German's Metallgesellschaft Ag for breach of forward petroleum contracts suggests that
acrimonious and lengthy litigations might be in the offing. [n the letter case, many counterpartics seftled out of
court and took "haircuts” after a judge ruled that independent petroleum marketers who entered into long-term
hedging contracts as protection against escalating fuel prices could sue the metals and engineering conglomerate
for breach of contract.

But the extent to which those cases provide any lessons for Enron and its derivative counterparties remains to
be seen, experts said, depending on what sticky and complex issues might arise in potential court actions.

Meanwhile, although Enron has yet to file for bankruptcy, most of its denvative counterparties are likely
already scrambling to exit their trades.

That's because Dhynegy Inc.'s (DYN) decision Wednesday to abandon 115 plan to rescue Enron all but sealed the
fate of the ailing Houston energy trader which has been hobbled by aceounting irregularities and unquanti fied
off-balance-sheet liabilitics. Enron shares plummeted from about 590 a share last summer to 36 cents Thursday.

Derivative contracts are built around master agreements developed by the International Swaps and Denvatives
Association, As far as its power purchase deals go, Enron is said to have favored master agreements drafted by
the Edison Electric Institute, which draws heavily on ISDA's blueprint.

Those master agreements include certain events under which a counterparty can terminate a transaction, Among
those are failure 1o pay, failure to deliver and, of course, bankruptey.

Whether counterparties will be able to claim exemption from the automatic stay that prevenis anyone from
terminating contracts with a company that filed for bankruptey will hinge on the type of deals they're a party to
and whether they meet certain statulory requirements. Although Enron and its lawyers are likely to nitpick the
unwinding of each and every contract involving the company, legal experts noted that Enron's fondness for EEI
agreements should help those entangled in power purchase agreements to liguidate their positions since these
contracts treat all participants as forward contracts merchants. Such merchants are exempt [rom the stay
stipulated by section 362A of the bankrupicy code.

Key to how well or poorly counterparties will make out now that Enron's business has been all but dried out, is
how much if any collateral protects their transactions.

So far, it's unclear how much of Enron's derivative transactions were collateralized. But lawyers familiar with
the matter said it was likely that a large amount of those contracts were nol collateralized.

That's likely to be bad news for some counterparties. Because il they're owed money by Enron on their netted
derivative exposure, they'll have 1o join other unsecured creditors, likely receiving little of their elaims. The
bonds and bank debt of Enron took a nose dive after Dynegy rescinded its merger ofler, with trading levels
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indicating that those mostly unsecured creditors thought they would recoup only 20% to 25% of the money
loaned 1o Enron,

-By Carol 5. Remond, 201-938-2074; Dow Jones Newswires; carol.remondi@dowjones.com

{Phyllis Plitch contributed to this column.)
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Ellett, Martha

From: Carlston, Noomman
Sent: Tuesday, Decembar 18, 2001 10:45 AM
To: Wiedman, Mark; Bair, Shedls; Bieger, Palar, Bitsbarger, Timathy, DalMarco, Edwand, Dhorsiy,

Karen, Ellell, Marthe, Ells, Dina; Gabilondo, Jose, Gross, Jared, Huffman, Lucy, Hughes,
Genry. MoGivern, Tom; Mcinemey, Roberla; Nickolofl, Peter; Roseboro, Brian; Salladin, Anne;
Schulthesss, Heidipnna; Smith, Amy; Sution, Gary, Tishuk, Brian

Subject: AB| Website (12117} Sensenbrenner 5till Wanls Metting Language to Be Part of Bankruptcy
Bill

Sensenbrenner Stll Wants Netting Language 1o Be Part of Bankruptey Bill

House Judiciary Chairman James Sensenbrenner (R-Wis.) 1s standing firm in his desire 1o move so-called
peliing language as part of a comprehensive bankrupicy reform bill, a spokesman said, CongressDaily reported.
Om Thursday, Sensenbrenner met with House Financial Services Chairman Michael Oxley (R-Ohio) and Federal
Reserve Chairman Alan Greenspan to discuss the possibility of passing netting legislation this year scparate
from the beleaguered bankruptcy bill. Federal financial regulators and Financial Services Committee lawmakers
have renewed their calls for that action, in light of the recent collapse of Enron. The netting provisiens are
designed to enable quick resolution 1o complex financial contracts in the event a party in the deal went bankrupt.
However, the nelting provisions are one of the few consensus arcas in the underlying bankruptey bill, which is
currently in conference, and proponents are not apl 1o separate them out. “There was agreement belween
everyone that the netting provisions [are] very important,” a Sensenbrenner aide said. “He's trving to get the
bankrupicy bill moving, and that's where we are right now.”
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Ellett, Martha

From: Carlgton, Moman

Senk: Friday, January 04, 2002 530 PM

Tao: Rosebora, Brian; Bair, Sheilp, Gross, Jared, Wiedman, Mark; Bilsberger, Timolhy, Smith, Amy
Ce: Schultheiss, Heidilynne; Mickoloff, Petar; Ellatt. Martha; Gabdondo, Joses; Sutton, Gary
Subject: FW: Draft Memo on Enron/CFMA Aricles

Attached is & mema that delads our first altlempl 1o clarify whal the press has been saying in regards to Enron and the
Commodity Fulures Modernization Act,

| talked to the Ken Raislar, @ Mew York lewyer, about this. Hea told ma that Enron did not directyy lobby the administration
aboun the CFMA but was part ol an energy coalifion, which Mr. Rasler represented, thal did isbby on this Bsua. Thea
exgmpl commodity/alecionic trading faclily provision in the CFMA, did not deectly benalit Ennon Sance ErnonOnling was nol
sinuciured as a trading facility as defined in the CFMA. Therefore, the major beneficiaries of these provisions are Enron's
competitors, such as the InterCaontinental Exchange and TredeSpark, which are shsciured 8s electonic trading facilities
Enron ¢id gel the legal certainty i wanted that the CFTC cannot regulate EnronOnine. [(B)(5)]

Kan also lobd me that he had lalked to then Assistan! Secretary Les Sachs aboul the axempl commaodity issue. Accarding
to Ken, Lee told him that the Treaswny would not oppase the CFMA because of the exempt commodity isswe but
encauraged he indusiry 1o reach 8 compromise with the GFTC. In the end, Wall Sireel firms, energy firms, and the
futures ndusiry, as well as the PWG (including the CFTC) all supporied passage of the CFMA,

seeecOragnal MEgsage-——

Froem: Srhadineess, Headbynne

Sank: Friday, Jarwinty 04, J002 5100 PM
Tao: Charfetan, Momman

Subject: Draft Mema on Ennond CFMA Rrtcley

Aftached s tha drafi memo on the Enron arbicles thet ssseded that the CFTC and FWGE objected io the energy exchesion
previsions of the CFMA. The ihree news articles are downloaded as the laller pages.

TR
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DRAFT
January 4, 2002

TO: Morman Carleton

Drirecior

Ofifice of Federal Finance Policy Analysis
FROM: Heidilynne Schultheiss

Financial Economist

Office of Federal Finance Policy Analvsis

SUBIECT: Dow Jones Newswires and Washington Post Aricles on Enron and the
Commodity Futures Modermization Act of 2000

BACKGROUND
[(BX5)]
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[(B)(3)]

ISSUE AND DISCUSSION

[(B)(5)]
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[(B)5)

CONCLUSION
[(b)(3)]

[(B)(5)]
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Campaign Gifts, Lobbying Built Enron's Power In
Washington

By Dan Morgan and Julect Eilperin
Washington Pest Stafl Winilers
Tuesday, December 25, 2000 ; Page ADI

During the administration of the first President George Bush, a new party fundraiser named
Kenncth L. Lay was invited to spend the night at the White House, The sleepover was an carly
coup for the chairman of Enren Comp. and a harbinger of things 1o come,

Owver the following decade. Lay and Enron pourcd millions of dollars into U.5. politics,
cultivating unequaled access and wsing the entree to lobby Congress, the White House and
regulatory agencies for action that was eritical to the energy company's spectacular growth.
Mow, with Enron's sudden bankruptey, public attention has tumed not only to the financial
practices that brought the company down, but to what ils far-Mlung political operations say about
the country’s campaign linance system.

Some Democrats in Congress arc spotling for an opportunity to use Lay and Enron to embarrass
the Republican Party, which received most of the company’s largess over the yvears. They want to
look into such things as Enron's relationship with Phil Gramm (R-Tex.), ranking minority
member on the Senate Banking Committee and chairman of the committee at a time when his
wife, Wendy L. Gramm, was serving on Enron's board. Last yvear, Gramm's commitice approved
legislation that included a key provision exempting pars of Enron's massive energy trading
operation from federal oversight,

"1 think the Enron story is going to tum out 1o be an enormous political story,” said Rep. Henry
A. Waxman (D-Calif), ranking minorily member on the House Energy and Commerce
Commitiee,

The ties of Lay to the White House and GOP leaders, he added, were so multilavered that
Republicans are likely to be reluctant 1o pursue them. But he made clear that he intends to do so
and expects the Democratic-controlled Senale o follow suit.

Enron also cultivated relationships with Democrats, however. Lay played golf in Vail, Colo.,
with President Bill Clinton, and Enron gave hundreds of thousands of dollars to Democratic
campaign commitices and Democrats in the House and Senate, including Sen. Charles E.
Schumer (N.Y.) and Rep. Martin Frost (Tex.). the mnking minonty member on the House Rules
Commiliee.

A Routine Cost for Some

Advocates of campaign finance reform say the Enron case vividly illustrates the ties between
politics and big money, though it's unclear that the company’s political operations were radically
different from others for whom political contnbutions have become a routine cost of doing
business,
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"There are aspects of [the Enron case] that remind us of the savings and loan scandal, in the
sense that a powerful institution used big money to buy influence and protect itself while
ordinary citizens ended up losing their life savings,” said Fred Wertheimer, president of
Democracy 21, a Washingion interest group, referning lo a banking controversy in the 19805,
Enron's ties to Republicans and the present Bush administration were especially close. Lay raised
large sums for George W, Bush's campaign.

Enron, Lay and 1ts employees have contributed $572.350 1o him over his career, far more than
any other company, sccording 1o the Center for Public Integnity in Washington.

Several top administration officials have been Enron advisers or stockholders. Enron, Lay and
other senior executives contributed 51.7 million in sofi-money donations 1o politicians in the
2000 election cvele, two-thirds of it to Republicans, according to the Center for Responsive
Politics.

Republicans clearly are sensitive to the potential political dangers. The National Republican
Senatorial Commitiee recently returmned a S100,000 check collected from Enron in November,
after deciding that "il was appropriole o give il back,” spokesman Dan Allen said, The
Republican Governors Association last week returmed an Enron donation of S60,000,

What was unigue about Enron, competitors and allies agree, was a brash and somectimes
counterproductive political style.

Stwrnies of Enron's hardball style are legion. In October 1999, for example, Jeffrey K. Skilling,
then Enron's president, expressed his displeasure at Rep. Joe Barlon's position on 4 deregulation
bill pending in the energy subcommitiee Barton chairs.

The meeting grew "heated and awful,” said one person who was present, until Barton (R-Tex.), a
usually mild-mannered man who keeps a Bible on his desk, exploded. "Jeffrey Skilling, | may
not have your millions of dollars. but 1 am not an idiot,” one witness recalled Barton saying. The
meeling ended without Enron getting the changes it wanted. "Skilling did not get Washingion,”
the source added.

"In their lobbying, they acted like the 800-pound gorilla they were," said Christopher Homer, a
Washington lawver who brieflv directed Enron’s government relations in 1997, Lay and Skilling
declined interview requests, but Enron officials say they have no regrets about their use of
money. "I got us name recogmition,” company spokesman Mark Palmer saud. "Given the
aggregation of our foes, we had 1o make sure that people knew what our argument was.”

Jump-Starting Deregulation

Almost from its start in 1985 as a gas pipeline company, Enron needed help in Washington, and
it got it in 2 series of actions by Congress and the Federal Energy Regulatory Commission
(FERC) that undermined the traditional monopoly of utility companies over power plants and
transmission lines.

Enron lobbied for several of the initial actions that sct the stage for the era of a dercgulated
wholesale electncily market.
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It supported the 1992 Energy Policy Act, which opened the utility companies® wires to elecinicity
merchants such as Enron. It also worked with the Commodity Futures Trading Commission -
then chaired by Wendy Gramm -- for a regulalory exemption for futures trading in energy
denivatives, which later became Enron's most lucrative business. Soon afler Gramm stepped
down in 1993, she was appointed to Enron's board.

Independent sources knowledgeable about these dealings, however, said Enron was not the main
interested party. They said the lead was taken by several major oil companies, including British
Petroleum Co. and Phillips Petroleum Co., which were concerned about the effect of CFTC
regulation on their offshore trading in crude oil contracts. Wendy Gramm, an apostle of free
markeis, needed little convincing, the sources said.

That same year, Lay served as chairman of the committee organizing the Republican National
Convention in Houston, Hedging its bets, Enron made a major contribution to a "street fair” in
honor of Sen. John Breaux (D-La.), a key energy policymaker, at the Democratic convention.
Key orders by FERC in 1996 also supported Enron's transformation into a freewheeling trader of
gas, clectricity and more exolic products, such as telecommunications services and sulfur-
dioxide emissions credits.

The new rules ensured that Enron and other merchant companics could buy electricity from
independent power plants and scll it to distant customers. using transmission lines borrowed
from wtility companies,

Even Enron's harshest eritics eredit Lay with putting new issues -- such as electricity
deregulation -- on the Washington agenda. Lay,a former Interior Department official with a PhD
in economics, became "the ambassador” for deregulation, one former employee sad.

Throughout the 1990s, Enron's agenda was opposed by coal-burning utilities, especially ones in
the Southeast, which viewed the emerging wholesale electricity market as a threat 10 their turf.
Many of these, such as Atlanta-based Southern Co., had impressive palitical funding and

connechions of their own,

But with the explosive growth of Enron and the GOP takeover of Congress in 1995, the
company’s soft-money donations -- unregulated and unlimited gifts 1o political parties and
organizations -- jumped sharply. They went from about 5136,000 in the 1993-94 election cycle,
io S6E7,000 in 1996 and 51.7 million in 2000, according to the Center for Responsive Palitics.

Frustrated by Washington

For all its conneclions, sources say, Enron ofien [ound Washinglon frusiratingly slowand
unrehable.

The company placed a substantial bet on federal support for limits on the greenhouse gascs
causing global warming. Enron officials hoped to exploit & new market in industry for carbon-
emissions credits, similar to the one that developed for sulphur credits after clean-air legislation
was enacted in 1990,
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Lay joined the Union of Concermned Scientists and environmental groups in calling for curbs on
carbon in the atmosphere. The Climon administration was supportive, but this year the Bush
administration reneged on a campaign pledge o impose limits on greenhouse gas enussions from
coal-buming power plants.

A multimillion-dollar lobbying campaign in Congress to secure legislanon requiring states (o
institute retail electricity deregulation fared even worse.

Enron hired former New York representative Bill Paxon, a leading conservative, to run
Americans for Affordable Electricity, which commissioned studies and recruited business
suppor for deregulation. But the legislation never made it out of a congressional subcommittee.
At the same time, Enron was growing restive over the slow pace of deregulation in the wholesale
electricity market, the core of its business. Large parts of the country, especially the Southeast,
were still monopolized by repulated utilities that limited the opportunity for trading gas.
electricity and energy derivatives.

Political Pragmatism

Enron's political pragmatism was demonstrated in the 1998 New York Senate election, when it
dropped its support of the Republican incumbent, Alfonse M. D'Amato, after Democrat Schumer
endorsed Enron's goal of wholesale deregulation, sources said, Lay reciprocated by hosting
several fundraisers for Schumer, and Enron’s political action committee contributed 57,500 to the
Schumer campaign.

The company’s lobbyving team expanded along with its political spending. It outgrew the two-
person operation that existed in 1989 and began to reflect Enron's interest in everything from
pipeline safety and derivatives trading to Overseas Private [nvestment Corp. loan guarantces. By
last year, its lobbying expenzes exceeded $2 million a vear and covered a raft of big-name
consultants, such as former Montana govermor Marc F. Racicol, the new Republican National
Committee chairman, and former top aides to House Majonity Leader Richard K. Armey (R-
Tex.) and House Majority Whip Tom DeLay (R-Tex.)

The harards of Enron's elforts (o connect with both parties were evident last year, when shortly
before the November election, the company picked a Clinton administration Treasury official,
Linda Robertson, 1o run its Washingion office.

A perurbed Delay, whose campaign and related funds had received more than S100.000 from
Enron and Lay, bnefly “excommunicated” Enron, a House source sud. Roberison was not
invited to a scries of meetings of clectricity lobbyists held in DeLay's office last July, though an
Enron official did finally attend the sessions.

Enron had more success when Congress overwhelmingly approved legislation last wear
comaining a provision precluding the Commedity Futures Trading Commission (CFTC) from
regulating Enron's trading in energy denivatives. These instruments are traded largely between
electnicity dealers and big wholesale consumers, which use them to hedge against price swings
that could adversely affect their businesses.
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The exemption, tucked into broader legislation that established the legality of unregulated
denvatives trading by banks, was not supported by a Clinten administration working group,
largely because of opposition from the CFTC. Since the departure of Wendy Gramm, some in
the agency had lobbied for tighter control over the exploding energy denivanves market. The
legislation passed through the Senate Banking Committee, then chaired by Phul Grarmm, who has
received 597 350 from Enron employees and ns political action committes since 1989, A Gramm
spokesman said the senator does not recall talking o his wife, an Enron director, about the
energy provision and plaved "no role” in negotiating it. Wendy Gramm did not retumn phone calls
seeking comment,

Enron was a pnmary player, with Koch Industries Inc., a large, privately held oil and pas
company based in Wichita, in pushing for the exemption, a source said. But the company's main
effort was focused on the House Agriculture Committee, where the legislation onginated. Iis
chairman and ranking Democrat, Texas Reps. Larry Combest (R) and Charles W. Sienholm (D),
respectively, were among the top recipients of Enron campaign donations in the House since
1939,

The CFTC ohjected strenuously to the initial draft marked up by the commitice, bul the Texas
congressmen helped work out a compromise between Enron and the agency. The compromise
was then offered by Rep. Jerry Moran (R-Kan.), the home-state congressman of Koch Industries
and a recipient of campaign donations from Enron and Koch in the last election cvele. Moran did
net return a4 phone call seeking a comment.

Early this vear, Lay seemed to be at the height of his political power, geiling a privale meeling
with Vice President Cheney 10 discuss the administration's energy policy proposals and weighing
in on key nominations to FERC.

Curtis Hebert Jr., FERC's chairman at the time, has reported that Lay called him and imphed tha
Enron would urge the newly installed Bush admimisiration o keep him in the job == if he changed

his views o support Enron's position for faster electricity deregulation. Lay contended that
Hcbert called him to ask for support.

Hebert was not reappointed. He was replaced by Texas lawyer Pat Wood 111, a strong advocate
of deregulation wha had the backing of Lay and Enron.

[ronically, since Enron's fall, both FERC and Congress seem o be moving in the direction of the
deregulated markets Lay and Enron lobbyists had pushed for.

i€ 2001 The Washington Post Company
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CORRECTION

'n'l-'hlrﬂ'mh:.r, December 26, M : F'ug-n An2

A Dec. 25 article incorrectly reported the action taken by the Senate Banking Commitice, chaired
by Phil Gramm (R-Tex.), on a bill that exempted much of Enron Corp.'s trading activities from
federal regulation. The legislation was approved by the Senate Agriculture Committee.

i 2001 The Washington Post Company
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Enron Executives Face Subpoenas

Scnate Panel Also Orders Testimony of Directors
By Peter Beha and Dian Morgan

Washington Post Staff Writers

Thuarsday, January 1, 2002; Papge F

A Senate committee announced yesterday that it is subpoenaing top executives and directors of
the bankrupt Enron Comp. o determineg their roles in the Houston company’s epic collapse.

Three other congressional committees already are digging into the Enron failure, but the
subpoenas announced yvesterday are believed 1o be the first of the congressional probes, Among
the likely recipients is Wendy Gramm, an Enron director who is the wife of Sen. Phil Gramm (R-
Tex.)

Sen. Carl M. Levin (D-Mich.}, chairman of the Govemnmental Affairs Committee’s permanent
subcommitiee on investigations, said the panel also will subpoena financial and trading records
from Enron and audit documents from s accountant, Arihur Andersen LLP,

Enron's attorney, Robert Bennett, called the subpoenas "totally unnecessary” and said "we arc
fully cooperating with Congress."”

Although Enron Chairman Kenneth L. Lay did not show up for two earlier congressional
hearings on Enron's bankrupicy, he has agreed to testify next month before the Senate Commerce
Commiitee, Bennett said.

Enron has turned over nearly three dosen boxes of documents 1o the House Energy and
Commerce Committee, Bennett said. "I don't question the legitimacy of an inquiry [into Enron's
failure], but its not a measured approach to have a half-dozen different committees doing this at
the same time," he said. "It can lead to a circus atmosphere and a lot of wasted time and effort.”
The full Governmental Affairs Committee has scheduled a heanng for Jan. 24 on Enron's use of
a large number of partnerships that kept billions of dollars of corporate debt off the company's
baoks. The heanng will also examine whether federal regulators missed waming signs of the
company’s trouble,

Accounting errors involving the private partnerships caused Enron to overstate its camings by
half a billion dollars over the past four years. Enron's disclosure of the overstatement, in
Movember, triggered a final plunge in the company's stock price and the company's bankrupicy
filing Dec. 2.

Sen. Joseph 1. Licberman (D-Conn.), chairman of the full committee, said, "The focus is, how
did this corporation collapse, and what can we do to make sure that something like this never

happens again?"

Licherman's committee joins an already crowded field of Enron inguiries. The House Energy and
Commerce Commitiee has senl investigators 1o interview Enron officials in Houston.
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Subcommittecs of the Houwse Financial Services Committee and the Senate Commerce
Commiltee have already held heanings.

Bul Liecherman's panel is the top investigative commillee of the Semate. Under Republican
leadershup during the Chinton administration, then-chairman Fred D. Thompson (R-Tenn.)
headed an investigation of Bill Clinton's 1996 presidential campaign fundraising.

Levin and Lieberman said they intemd (o look into the close ties between Lay and Presadent
Bush, a connection that some Democratic Party officials say they hope to take advantage of in
this yvear's congressional election campaigns.

Levin smd he wants to know what advice Lay, who was a large contnbutor to the Bush
campaign, gave to officials of the new administrution as it formulated energy policy a year ago.
Enron “also had close relabionships with some Democrais, iU's fair to say,” Lieberman
acknowledged. He zaid he expected the inguary to be bipartisan and to have Thompson's support,
"We are going 1o work togeither,” Licherman said.

Licherman said the commitiee also wanis to leam whether federal regulators have the authority
to adequately oversee the complex commeodity trading and financial transactions that were the
foundation of Enron's rapid growth over the past three years,

Lieberman noted that much of Enron's trading in energy denvatives was exempt from regulation
by the Commodity Futures Trading Commission, and he said a focus of the inquiry would be
whether this allowed the company to hide some transactions.

Enron was an active player in lobbying for the exemption beginning in the early 195%0s,
according to sources. The exclusion was initially approved by the CFTC in 1992, and in 2000
Congress endorsed it as part of the Commodity Futures Modemization Act, despite concerns of
SOATIE Semor regulators.

Al a joinl hearing on the legislation by the Senate Banking and Agriculture commitiees in June .
200K, then-CFTC chairman William J. Rainer spelled out his "reservations™ about the exclusion
and said that "the case for it has not been made” with regard 1o energy denivatives.

© 2002 The Washinglon Post Company
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December 18, 2001

Senator Eyes End To Enron-Type Special-Purpose
Entities

Dow Jones Newswires

WASHINGTON -- U5, Senale Commerce Committee Chairman Fritz Hollings, D-5.C.,
pledged Tuesday to introduce legislation to eliminate the sorts of financial accounting
that led to the financial collapse of Enron Corp. (ENE).

Al a committee hearing on the Enron debacle, Hollings called for legislation to eliminate
the use of special-purpose entities, which are partnerships or trusts through which
companias keep their debt off the books and, in Enron's case, overstate earmings.

Hollings said such off-the-balance-sheet transactions should end in order 1o protect
investars, Hollings also was highly crilical of the amounl of insider stock selling by top
Enron officials. He noted that Enron Chairman Kennath Lay and former Chief Exacutive
Jeffrey Skilling each sold shares in recent months for more than $60 million, while
members of Enron's board sold shares worth maore than 5160 million,

“The selling of Enron was prolific,” Hollings said, calling the insider selling "a screaming
red flag.”

If Enron officials felt the stock was undervalued, as they publicly attested, “why were
they cashing in?" Hollings said.

Hollings also said there was plenty of blame for the "shenanigans® associated with
Enron's collapse, which he likened to a "cancer.” He cited Enron's role in persuading the
Commodity Futures Trading Commission against the Clinton administration's call for
regulation of energy denvalives, and subsequenl congressional aclion o exempt from
requlation the highly complex energy derivatives Enron's special-purpose entities
angaged in.

“We are all guilty for letting it happen,” Hollings said of Enron's collapse.

Sen. Byron Dorgan, D-N.D., chairman of the committee’s consumer affairs panel,
described Tuesday's hearings as the first of sevaral that will dalve into tha roles in
Ernron's financial collapse played by: Enron officials; Arthur Andersen, Enron's outside
auditor, Wall Street analysts, and regulators.

"This is about an energy company that morphed into a trading company involved in
hedge funds and dervatives, It ook on substantial risks, created secrat off-the-books
partnerships and, in effect, cooked the books under the nose of their accountants and
investors,” Dorgan said.
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Dorgan noted that Lay, Enron's chairman and chief executive, has agreed to testify at a
future hearing. Dorgan also said the committee will invite Skilling, Enron's former chief
executive, and Andrew Fastow, Enron's former chief financial officer, lo testify at the

same hearing.
"Was this just bad luck, incompetence and greed, or were there some criminal or illegal

actions, as has been suggested by the accounting firm that reviewed Enron’s books?
Dorgan said.

00200000000503



Such a venture would help shore up EnronOnline which was once one of Enron's most valuable asset.

Spokesmen for JP. Morgan Chase, Citigroup and UBS declined to comment officially. A spokesman for Enron
wasn'l immediately available,

Enron filed for bankruptey protection on Dec, 2 after its debt was downgraded to junk status and investors and
clients lost confidence in the company over accounting irregularities and off-balance-sheet habilities, The
Chapter 11 filing is the largest in U.S. history, with more than 531 billion in reported debt and billions more in
as-vel unreporied ofT-balance-sheet liabilitics,

By Carol 5. Remond; Dow Jones Newswires; 201 918 2074;
carcl . remondidowjones . com

Gabilondo, Jose

* —

From: Carlelon, Morman

Seni: Thursday, Decamber 08, 2001 4:26 PM

To: Bair, Sheils;, Berardi, Steve; Bisbarger, Timolhy, Eichner, Malthew, Gabilondo, Jose, Gross,

Jared; Hammer, Vivas Lor Sanatamorena (E-mall}; Nickoloff, Peter; Moweay, Michael,
Pietrangeli, Fred; Rosebora, Brian, Schultheiss, Heidilynne; Whaley, Jean; Wiedman, Mark
Subject: 0J: US Power Markets Showing Few Scars Fram Enroa™s Fall

December 6, 2001

US Power Markets Showing Few Scars From Enron's Fall

By JON hoamp and RRISTEY MUNAMARA
Cof DOW JOHES HEWSHIREE

NEW YORK — LS, electricity markets continued to hum along Thursday without Enron Corp.'s (ENE)
formerly dominant presence, and with few signs the energy giant's sudden departure is having any impact on
Prices,

The unwinding of trading positions with Enron has caused some prices to fluctuate recenily. But such trading
activity has waned, and fundamental factors like weather conditions and natural gas prices have regained their
place as key market dnvers, traders sad.

"I think everyhody's done unwinding," said one power trader, who noted that Enron’s Web-based trading
platform wasn't showing any prices Thursday. "There's not 2 market open on Enron(nline.”

Enron wouldn't comment on the status of s rading operations of EnronCnline Thursday,

Even in the Northeast U.S., one area where forward power prices were moved recently by Enron's troubles,
prices were onee again moving on normal market conditions, traders said.

“Right now, everything's back to normal.” a New York trader said, with "no influence at all" from Enron.

Prices for Northeast electricity scheduled for delivery months from now fell late last weck, as traders sought to
resell power previously contracted with Enron into an already saturated market. Early this week, traders who
hadd purchased elecineity from Enron and dissolved those contracts emerged as buyers, sending prices back up.
That trend seemed to end Thursday, as traders finished flattening positions with Enron.

Stronger natural gas futures prices bolsiered so-called forward power prices in the Northeast Thursday. The
price of nawral gas, fuel for a growing number of power plants, is often a major influence on forward elecinienty

G
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markets.

The price for power scheduled for delivery in New York City during summer 2002 wraded at $72 per megawatt-
hour Thursday, up §1 from the price seen for the same contract the previous day. Prices for winter power also
rose $1 in New England, pushed up by with netural gas, 1o trade al $38/MWh,

A similar increase in Midwest and Southeast forward power trading - linked by some traders to unwinding
Enron posilions - also appears over with little impact seen on prices, iraders said.

Gabilondo, Jose
o —
From: Carleton, Moman
Sent: Thursday, December 06, 2001 420 PR
To: Bar, Sheda: Berardi, Steve; Bitsberger, Timothy; Eichner, Matthew, Gabilondo, Jose, Gross,
Jared; Hammer, Viva; Lori Sanptamarena (E-mail);, Nickoloff, Peter; Hovey, Mechas,
Puwetrangeli. Fred; Rosaboro. Brian; Schultheiss, Heidilynne: Whaley, Jean; Wiedman, Mark
Subject: DJ: vast Dealings With Enron Helped Diversify Risk, Some Say

December 6, 200

Vast Dealings With Enron Helped Diversify Risk, Some Say

By JOE NIEDZIELSK]
Of DOW JOMES MEWSWIRES

NEW YORK -- Enron Corp.'s (ENE) financial dealings rippled throughout global financial markets, but in
some ways, the spread of sk among hundreds of institutions has softened the blow from the biggest bankruptey
m LS. history.

Al a time when many companies are putting their house in order with regards 1o Enron - for cxample, by
disclosing bond holdings or closing outl derivatives contracts - Standard & Poor's noted Thursday that credit
exposure 1o Enron isn't concentrated in any one institution, country, or even indusiry.

Total credit exposure to Enron likely exceeds the 33 billion on Enren Corp.'s balance sheel, but those
exposires come in many forms, not all of which are equally risky, S&P said. "The good news is that while some
of the exposures may be matenal, they do not appear, al least on the basis of initial reports, to be life threatening
lo any institution,” the rating agency said,

The tone of S&Ms remarks Thursday cchoes that ol some reports this week from Wall Street fixed-income
firms. Merrill Lynch said almost every global financial entity has denvative contracts outstanding with Earon.
"This is actually a positive as risk to Enron is spread over a large number of counterparties,” Merrill said.

But what's been difficult for agencies like S&P to get at, is the full picture of Enron’s exposure throughout
fimancial markets, such as derivatives. Enron's liabilitics to counterparties, or the amount it owed to third parties
under derivatives contracts, was around $18.7 billion as of Sept. 30, according to Swaps Monitor, the New York
firm that tracks over-the-counter denvalives.

A lot of Enron's derivatives counterparties who didn’t want 1o keep the full share of their Enron exposure on
their trading books may have offloaded some of the risk in the credit derivatives market, or through surety bonds
issued by insurers. That in tum created more financial contracts or synthetic bonds that use credit denvatives
exposed to an Enron failure,

*We, by no means, have gathered the complete picture of who's holding the bag.” S&P's Tanya Azarchs told
]
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Diow Jones Newswires.

Last week. S&P noted gbout a $3.3 billion notional, or face value, of Enron credit exposure in the synthetic
collateralized debt obligations, or CDOs, that it rates. In these deals, the credit nisk of a portfolio of obligors is
transierred to a swap counterparty and 10 investors who buy notes ranging from high credit quality 1o slightly
speculative. Enron also was o swap counlerparty on some 53 bilhon face value worth of deals rated by S&FP.

And Enron was among the more actively-traded names in the single name credit default swap marker,
insurance-like contracts between two counterpanties thal protect against defaulis and other credit events like
restructuring. Estimates from CreditSights in New York pul the counterparty exposure to Enron in the default
swap market in the range of $3 billion to $10 hillion.

Bt Enron's credit exposure isnt concentrated among financial institutions like it may have been at one Hme,
S&P said Thursday.

The bonds are held mastly by insurance companies, pension and mutual funds, and CDO structures, which, i
turm, may be held by insurance and banking organizaiions, S&P said,

Among banks, the highest exposures in dollar terms are to be found at Enron's lead banks, J.P. Morgan Chase &
Co. {(IPM) and Citigroup Inc. (C), S&P said. But much of that exposure is securcd.

As of Thursday, the estimated direct exposure of LS, insurers' asset portfolios to securities issued by Enron
and its affiliates is more than $3.5 billion, which is not likely in itself 1o "negatively affect™ the ratings of thosc
insurers, S&P added.

The derivarives exposures present the more "complicated and incomplete” picture, But Enron, prior Lo its
demise, was a tniple-B-rated counterpanty, meaning that institutions on the other side required higher levels of
collateral,

And S&P added that those with Enron exposure ofien sought to protect themsclves by obtaining credit
protection on the Enron name in the form of credit default swaps, letters of credit, or bank guarantees. This
transferred the risk beyond the natural counterpartics on derivative transactions, which are otherwise a relatively
small group of companics.

"The mechanism of diversifying risk, by laying it off in a variety of markets, worked,™ Azarchs said.

-By Joe Miedzielskl, Dow Jones Mewswires, 2001-938-2039: joeniednelski@dow)ones.com
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Gabilondo, Jose

——

From: Carlgton, Norman

Sant: Thursday, Decarmber 05, 2001 4225 PM

T Bair, Sheila; Berardi, Seve; Bitsberger, Timalhy, Eichner, Matthew, Gabilondo, Jose, Gross,
Jared; Hammar, \Wva; Lon Sanatamorena (E-mail); Mickalaff, Patar, Movay, Machied,
Faeirangeli, Fred, Rosebara, Brian; Schuliheiss, Heidilynne, Whaley, Jean; Wiadman, Mark

Subject: DJ: Enrar's 31.58 DIF Loan Syndication To Start Next Week

December b, 2001

Enron's $1.5B DIP Loan Syndication To Start Next Week

By CAROL 5. REMOND
of Dow Jonesa Newswlres

NEW YORK -- Enron Corp.’s (ENE) §1.5 billion intenim financing package will be marketed for syndication
beginning next week,

A final werm shecet for the deal, which was preliminanly approved by the bunkruptoy judge who oversees Enron's
reorganizalion on Dec, 3, is now in the process of being nalized, people lamiliar with the mabier said Thursday.

1P Morgan Chase & Co. (JPM) and Citigroup INC. (C), Enron's two lead banks, have been organizing the

rescue loan, known as deblor-in-possession, or DIP, financing.

That money 15 needed for the company 1o continue 1o operate and to protect any value left - value that could be
crucial for creditors 1o recoup any of their losses.

Under the terms of the deal, Enron has already received 5250 million from 1P, Morgan Chase and Citigroup.
Another 5250 million is expected to become available in the next couple of weeks, after Enron's lenders approve
the company new business plan.

The final 51 billion in funding is contingent on final approval of the court and successful syndication of the
loan. Somc of that last installment will be used to repay a $550 million loan extended by Citigroup and J.P.
Maorgan Chase 10 Enron last month.

Although Enron's rapid fall has lefl a number of financial institutions exposed to the company's fiscal and
accounting woes, the people famibar with the matter said they expected most symdicale players to be inlerested
in taking on some of the DIP financing. In a loan syndication, lead lenders ofMoad a large part of the loan ono
other banks, thereby sharing the nsk with the so-called syndicate group.

Most banks arc willing 1o take on DIP lending because such exposure is senior to all other claims in bankruptcy
courl. DIP loans are also attractive because they carry higher intercst rates,

In the case of Enron, P financing comes ot a cost of 350 basis points (3.5 percentage points) over the London
Interbank Offered Rate, or LIBOR. That's 104 basis points wider than the rate under which Citigroup and J.P.
Morgan Chase recently loaned 31 billion 10 Enron, which consisted of a $550 mullion loan secured by Enron's
Transwestern pipeline and a $450 million loan secured by the company's Northern Natural Gas pipeline.

The final DIP package is scheduled 1o be approved by the bankrupicy judge on JTan, 7.

Meanwhile, 1.P. Morgan Chase and Citigroup are said 1o continue working with LU'BS AG (UBS) on a plan to
form a jeint venture under which UBS' subsidizry UBS Warburg would take over Enron's trading operations,

¥
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Fraim:
Tex
Date:
Subjoct:

Todd:
[(b)(5)]

Meg Dondvan

BERGEK, CHRISTOPULOS, CLAPPG, KUHLOWM, SILLSG, ex.m...
121475 1:10pm

DR Power Secior - Cogantrix - Rophy
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[{B)S)]

3 g mall, terawlond@wordbankoong”™ 12011398 DE:3Tpm »em

[(B)(5))

Just thought yau might want o kidw,
_ Forearded by Todd W, CrawfordPersoniWedd Bank EDe on

1211096 0530 PW

Orsalia Kalsniropoules
124 Ve DB-3T AM
Exir: B2638 LOCIC

To: Todd W. Crawdford Eds
oc:

Subject: DR Power Socior - Cogantrix

Tosdd:

Piease see the attached from Max

As you know, the Bank, IDB technical staff, and members of D8 senior managoemsant
have raised concems, bul with very limited success. Orsalia

—— Forwarded by Max B, Pulgar-\VidalPersoniWark] Bank an

121 0/88 05:35 AM

JP. Durand
1208035 0555 PM
Extrc 33244 LCSFE
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To: Max B. Pulgar-Vidal
[ = s

Subject: Re: DR Power Sector - Cogentrix (Document link: Ma: B. Pulgar-\idal)
Mol
Adda meamoing is almost ready. | hope to finksh i bonigh.

08 has destributed the documentation on the Cogenirix project to &s Boand.
Presantation date is Decamber 15 and approval is expected

[(b)}5)]

regards.
Philippe.

Max B. Pulgar-Vidal
120709 0812 PM
Extn: 34839 LCC3G

"o Phiippe L. Durand, Susan G. Goldmark

Subject: DR Power Sactor - Cagentrix

Oirgalac

| mat with Philippe Durand earier ioday. He is finalizing the Akde-Memcire and

will pat bck o me Mmoo, Onca | meot with him again, we should meaet with
you. Mearwhile, a few items for your information:

[(b)(5)]
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MCGREWW, JOHNSTONR
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Ta:

Euhﬁtl.‘.

[(B)(5)]

e mail. "terawford@workibank. org”

e mail"Bruce_Juba®Gindt@woddbank org™) Dom13.DOF,.,
1171823 10.51am

Flo: DR Power Project
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[(B)(5)]

Todd

From: Bruce JubalDB-HONOBEIADE on 1117799 0129 PM

To: Wiliam Schusrch@Wilkam Schuench@ Do, Treas. Govi@Smipd@iadb, David

BloomgardenEDaved_Blocmga
CharistopulosEGeeg Cheistopules Do Tmn: Gowi@ SmipEiadb
on  Lawrenos H-ﬂwmmlm Todd W, Crawdesd Eda

Subject DR Power Project
[(B)(5)]
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[(B}S5]

CcC: ex mad{"Wilkam_Schuarch¥wiliam schuerchdo traa, .
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From: il lerawfond Eworidbank, org®

Ta: ax mail{"gay.sills”,"greg. christopules™, hofsching. .
Date: 42549 Z:22pm
Subject: Dominican Republic — US Concams Fallow-up

FYI, attached a message from the Warld Bank's counbry dinecior indicating follow
up action sha ook in Dominican Republic pursusnt to concems we had roised wilh
her about The invesimeant cmate.

s FOOWATded by Todd W, CrawfordPerson®orld Bank EDs on
CB2580 02-20 PM

Drsaka Kalantzopoulos
DR300 O4:-55 PM
Extn: BPE36 LOC3C

To: Todd W, Crowford Eda
e

Subject: Dominican Republic = US Concerns Follow-up
Todd:

| was in tha DR this weak for couple of days, During my visit | mat with USAID
and stall fram the economic section of the US Embasay. [(b)(5))

Plaass give me o call if you would like lo discuss this further. Regards,
Crzala

Todd Crawfard

MAdvisor, Offica of U.S. Ewecutive Dimcior
The World Bk

Fhone: 202-458-0112

Fax: 202-477-286T

email {crawford @rworidbank oy
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Enron goes glohal

Houstophased  corporstion  Enran
anmoianeed an apnual urmover st yedr
of 46hn = making it ane of the waorld's
largest gEs Companics. Mibouagh most of
thesr basiness is =il in the Unlied Stases,
ihe company’s greatest growih is through
contracts beyond Morth America

According 1o Hed Gray, Enron’s fenios
vice president, fimance and treasury, the
world will meed another 100,0008W al
porwer over fhe next 10 years, most of
st outside the US U gasfired staticns
gocount for even @ smafl pereeninge al
that, it is still 2 very big markel

“We ge [ooking at countries with the
{oliowing characteristics: these that are
privatizing their infrastrsciure, these thal
have a esursl gas polential which is
wirderautilised, and those with a moed for
miore electrical power,” says Lray.

“We soe gres rrumities for Enron
1o partcipate in all tevels of development
in such countries = from explorasion and
development 13 transporting g8 through
pipeines, liguid extraciicn ar ebectrical
p-:li'ﬂgﬂuiw?n.' i

I the UK, Enron is in negotabon oo
faiar more plants, one of which, wilued 3
aqnim, could go shead later this year.

Apather rea of focus is Laon America,
wheespe Enros owna 3,800 miles of pipeline
in Aspeptins, and has just completed a
110MW plant in Guatemal fnanced fy
the lntemational Fisanoe Corparalian
(FC), In southeast Asia, the company
has just completed ane 100KW plank and
i% stariing constracthan on Another, both
fipanced with advice from
Citfbank, and with mulbtilateral Agency
funding. Epran is also in discussion o
fture projects in Malaysl
Indcnesia snd China,

Fastern Europe and the formes Eovdel
Undon have proved frstrating fnsstrating
markets for Enron. A nismber of projecis
are under consideration, incuding one n
Biiterfeld, n eastern Cermamy, andd &
&200m project or Russia’s Gaspeom 1o
upddste part of ils pipeline sysiem and
compreasor statiops. "Bt ks a very shoe
process, and the lack of 2 apund legal
gructure is & greal probiem in that
pegion,” says Gray,

Misch moge prosising s o poesibie
sihe SO0MW station in Turley, where
Enros 18 ing  sdvised by Fhdder
Peabody and Bankers Trust, n conjunc-
ien with the UK's Midlands Electricity.

T I S

 Upman Admadiayi. i
Sheng Huaren, says (he pariners will

Ve how Tach Tinanciig s required
“Srafrer shadiestire

DEALS
() COMING UP_

Gruy expects Turkey's relatively devel
oped capital markets to play a sigmiftcant
role n ke Gnencing of the project

In India the company i chreest b0 S
coss on a pew derlopment. Enrof pro-
poscs bullding a # OOMW power sintion
south of Bombay. The project will cost
between S2bn and $ibn, to be buill in Two
phases, slarting as & naphithsfueied
operation which will later b converied 1
fguitfied patuml gis {LMG)

It wasn't at aH_ihE

agonising experience
you often hear about
T T

The project, i which Fnron is being
advized by Barclays Banl, is 1o be unded
theoagh a enmbination of World Bank,
IFC and the US Exportimport Bank
(Eximbank) loans, with burther participe-
tiafi by the Owerseas Privale Imvesiment
' i [OFIC) amd the Asian
Development Bank (ADE), Gray expeis
at Jeast S100m tn repee fnancing 1o ke
ralsed from the Indian capital markets.

=post of the risks in the patural gus
gector are similar 1o other sectord, EVER
though the operational fclors miy (LI
fer® notes Gray. "5o- ol course the

MM.-EM mME
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DEALS
] COMING UP_

appranch 1o strochsring ihe fnascing s
similar,” What is besa bipical is the ecase
with which Enroa operales within the

Bio-Bio awards
frameework of malilateral hending. ImMIn“i
“Iif wou work with muliilabers] agen-

s, says Geray, “it is impoaiant o under: Conbracts for the constnsdion of a conlrs-
sagnd their needs and e them the kind  versial A50MW bydro-cloctric power plant
of structure they wanl [n this semse. they  In Chile are expected 10 be awarded [n
are peally no different from any commer-  June. The o the HioBio Hiver
sl bank lender. 11 can also be necessary  south of Santiago is to be bl kv & joint
to understasdd the relationship the host  wenture called Pangue
country has with the agencies. In The jotst venture will be dominabed by
Guaternala, for example, our co-operation  the partprivatized Chilean utility com
with the [FC went very well. It wasn't ot pany Endesa, which will owa approxs-
ol the agonlsing, long drawn-out cxperic  mately 9% of the sharen.  The
enee you often hear about ~ International Finance Corportion (IFC)
A new gspect 1o the Tedia project will  has also indicated that it will takee a small
be the participation of Eximbank, *Up o equity stake in the joist venbure.
pow,” Gray explains, “we haven't worked Mepotistions o Gnance Pangue are
very much with the export credin sgen already underway. The esibmated total
ches, which used 1o Jend to sovercign  cost is around S470m, with S120m being
credit daks They are now moving 6ita provided in the form of a kan fom the
limited recoisree propect fnancing, In  IFC. Arcund half of this loam will be sym-
[ndia, for example, Eximbank will proba:  dicated through the New YVork capitad
by be a key player.” markeis, with ithe balimoe provided by
Enron useally takes a certain ameunt  the [FC's own account Another magor
of direct project risk, inchuding an equity  chement fo the Enancing {8 expected from
gtake  the company i lo operate the i i
faciBry after construction. Bul the com-  ment supply
pany 18 nof comforable tiking o country will be provided by locally generated
rik, sccording to Gray. end usually Joans and share capital from Endesa
includes OPIC or MIGA insurance in #is The progect |s also lkely o benefit
sgructured, a8 well as omulti-laleral agency i
lending, o ensure this il s offset

Lkl P Cor |I‘E'H'?l| “and [aiwans
.thh[ﬂm'ﬂm_ﬁtﬁlhmmpﬂﬂﬂ (CPC).
Malaysia's  nafiona]l  oil  dompany; " i '
Petronms, and Conoto of the US are .~ M Telecam projects  hook up 6
develop a second Petronascon  Manila  Simgapore Telecom and the
trolled ofl refinery in the Sangai Udang  UK's Cable & Wircless are members of
district of north Makaeea, “. pwo consortia eompeting for a mulidbil
Petranas had been booking foc 3 part- oo dollar telecommunications costract
ner for the refinery since las year when in the Philippines. The eontract Evolves
Japan's [demitss Kosan and o unit of the development of a natiorwide digital
Soulh Kerea's Samsung Corp pufled ot cellulsr mobile telephane system and an
o {hee rnwiiers pxzanssan of the country's over-siretched

i

affer funds if companbes from their coui-
tries nre awarded the equipment supply
contracts. O=se of (he mosl prominent
agencics invobeed in pegotistions s the
Swedish development sgency BITS. The
agency bas stated that it ls willing 1o offer
a 530en tied aid package | equipment sup-
ply and machanery supply contracls are
wwarded to ARE Generation in Sweden
and the Swedish subsidiary of the
Mursegian eegineers Kaerser Turbls,

Howewer, the project has yet 0 pass
the hurdle of a threephase [rvestigation
imto 118 epvironmesiial asd sacinl [npact
The [FC hes indtiated the sudies = the
second phase of which sheuld be ready
by Jume, The first phase, which looked 28
the bmpact of the plant upriver, com-
cluded In Pangue's vour, [t stated tha
only a few families would have to be dis
placed snd thet the reservoir crested by
the plants dam was small enough to have

inzmsal frepact, Phase twa feports on the
impact of the project down-civer.

The Ble-Fio plan has a troubled his-
wory. The constrection of a dam and
power plant on the site was conceived m
the 1070, baut only hecame a ooncoele
proposal in the bt decade. Under
Finochet's dictaborship, no attention was
paid £o the esviranmsental impact and the
project heeame the subject of furlous crit-
iciam from ecology groups - criticism
that has et eatlnely abated.

trial facilities.
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Stewart, Elizabath K.

g Monday, Fab 05, 2001 1:06 PM
, Fabru :
#:cnt 'ﬁur, Ga wm Maureen; Mills, Marshall; Christopulos, Greg; Clapp, Gene; Stewan,
Elizabeth K.; | James
Ce: Radelat, Steve
Subject: RE: India/Dabhol Meeling

Jahn Hardy from Enron left a message u-u:momnu;amhrmn us that Enron is planning on calling the GOI guaraniee for
thie msEE'I'; missed payments tomormow.  Around 10 magu Enron invoked the State guarantes for MSEB's payments

which the State did not hanor, as of tast Thursday's deadline. In the meanwhie MSEB submitted a small payment (approx
52 million). The State had one week to submil the payment to Enron but oplad I:ng.ﬂ I place an commities o
review the Dabhol sifuation instead. [n other news, Enron is close to seling ds 30% stake in oilfgas & offshore of
Maharashtra and Gujarat.
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Clapp, Gene

m: Hhﬁﬁ.lamﬂﬂiﬁ'lﬁﬂim

To: ' . Grewe, Maureen; Mills, Marshall , Gary; Clapp,
1L wmww wreen; Mills Sampliner, Gary, Clapp, Gene
Subjoct: RE: indlaTabhol Meeting

We will go ahead and have the meeting on Wednesday January 24 at 3 pm. This tims wozrks

for Greg aa well. Thanks, gestha

===--friginal Msssage-----

From: Christopulos, Gred

Sent: Monday, January 22, 2001 3:04 PM

To: Rac, Gestha; Grews, Mauresn; Mills, Marshall; Basmpllner, Gary;
f_':llp'[h m- -
Cc: Radalat, Sceve

Bubiece: RE: India/Dakhcl Meeting

Is there a chance this meeting can be moved up an hour or sa?

----- Original MessAgE-=-=-=--

From: Rao, Gestha

Sent: Monday, Jangary 22, 2001 3:01 PM

To: Grews, Mauresn; Mills, Marshall; Bampliner, Gary; Christopulos,
Greg; Clapp, Gene

Cc: Badmlet, Steve

Subject: FW: India/Dabhol Meeting

Attached is background material for the Enron meeting on Wednesday. Fls.

Hardy will also ba attending.

cccsa0riginal Message-----

From: Tom.Briggseenron.com [mailteo:Tom.Briggs@enzon.com)
Senk: Honday, Japuary 22, 2001 1:54 PH

To: geeths.rasids.treas.gov

gubject: India/Dabhol Mesting

Gaatha,

note Mr. John

My apoleogiss for the delay in sending this material. I have lost both my

reqular assistant and my temp so I am a bit cverwhelmed.

John Ha {11 be a the mest B e 3. [ib)WE
rdy will be atcending the mesting tomorzow at 3.[(DNO)

address of the mesting I would appreciate ib. I managed to lose that as
wall.

John and I have a brief agenda: 1) we want to update you on Dabhol and 2)
we want to discuss way in which the USG may become involved in ancouraging

parket reform necessary to sxtract value out of our generating assst.

Spacifically, we want to focus on refgozm at the Indian federal lewel that

will be necessary to deliver power to customers other than MSEB.
#e lock forward to meebing you Eomorrow.
{See atbtached file: Dabhel FPA - DC Talking Points.doc)
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_El:ln'l: Monday, January 22, 2001 154 PM
o geetha. treas. gov
Subject mmumm
Geatha,

apologies for the in sending this materal. | have lost both my
m;uhrm.ndmy 50 | am & bit overwhelmed,

John Hardy will be atiending the mﬁ‘gﬂmm at 3. !{I::EE];]E s

m?uummmlmmapmmﬁwnmwlu
well,

John and | have a brief agenda: 1) wa want o update you on Dabhol and 2)
we wan! o discuss way in which the USGE may bacoma involved in ancouraging

market reform io axtract valse cuwt of our generaling asset.
i .ummmmulmlmhda;uwm
be necessary o deliver power o customers other than MSEB.

We look forwand to meating you tomanrow. .
(Sea attached file: Dabhol PPA - DC Talking Points.doc) << File: Dabhol PPA - DC Talking Points,dog >>
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Clapp, Gene

—
From: FRao, Geatha
Sent: Monday, January 22, 2001 3:01 PM
To: Grawe, Maureen: Mills, Marshall, Sampliner, Gary, Christopulos, Greg, Clapp, Gens
Ce: Radelat, Stews
Subject: FW: India/Diabhol Meeting
Dubisl FPA, - DG

TehisgPeem.  Attached is background material for the Enron meeting on Wednesday. FPls.
note Mr, John Hardy will also be attending.

=====fOriginal Hespaga-=-=-=--

Frem: Tom.Brigge@enron.com [mailto:Tes.Briggseenron.com]
Sent: Monday, January 22, 21001 1:54 PH

To: geaths.rasddo.trean. gov

Subjact: India/Dabhol Meeting .

Gaeatha,

My apolegies for the delay in sending this material. I have lost both my
regular assistant and my temp 2o I am a bit averwhelmsed .

John Hazdy will be attending the meeting tomosrrow at E;L&b:lfﬁ}ll
If you could remind me of the

address of the meeting I would appreciate it. I managed to lose that as
wall.

John and I have a brief agenda: 1) we want to update you on Dabhol and 2)
we want to disevas way in which the USG may become inwvolwved in encouragling
market reform necessary to sxtract values out of our generating asset.

gpecifically, we want to focus on refgorm at the Indian fedaral level that
will be necesgary to deliver power to customersa other than MSER.

We leok forward to mesting you COmMOITOW.

iSge attached fils: Dabhol FPPA - DC Talking Points.doc)
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Clapp, Gena

From: Grewa, Maunsan

Sont: Tuesday, January 23, 2001 8:55 AM

To: Rac, Geetha, Marshati; Sampliner, Gary; Christopulos, Greg; Clapp, Gena
Ce: Radelel, Steve

Subject: RE: IndiaDabhol Meating

Piease note the folowing article from this moming's press sumimary’:
US Envoy: Indla’s Enron Project Key To Forelgn Investment

BOMBAY (AP}-L1.S. Ambassador to India Richard Celeste wamed Monday that
investmant in lndia would falter because of political pressures that
th 1o diasaal the $3 billion Enron Carp. (ENE) power project.

"It regreftably feeds the concem amang American and other foreign investors
that India remains a less-than-reliable destination for their investment
dollars * Celeste told an audience of business leaders, politicians and

nongovernment agencies in Bombay, India’s financial hub:

India’s |largest-ever n investment has been in troubke since December
aftar thee government of mmhnmmﬂumhqumnw
would review a power-purchase agreement /5. energy gian Carp.
ummwﬂmmmwngmmmm

The agresment signed in 1995 details the rate at which Enron’s Indian
subsidiany, the Power Co., will sell electricity to the skate.

Thi first o @ [l Iﬂ?‘ﬂmﬁl.ﬂrﬂdﬁ'hﬂhﬂﬁl
B whila thes sacond pitase of 1,444 magawalls is scheduled for

complation by and 2001,

tion of the Indian rupee and high cost of naphtha used io generate
um:-nmmeﬁywummgm&rmnwmmﬁmma
F&tmmgﬁl‘lﬂm. agreed on when the deal was signed six years ago
L] » X

Enron has said [t saw no current need to renegotiate the tariff and maintained that a transition from naghtha to iquefied
natural gas would reduce the tanff. X

Celeste, an appointee of former LS. President Bill Clinton, sakd he hoped

both ssdes waould find 8 solution in ing discussions, but cautioned that
"parcapbons American and o ign investors will be affected by the
W&Eﬁa mm;lmhmdwﬁ_'m .
&35 partmarsh software and information L

hvuﬂmmmullmmmﬂuﬂmm:#mmmmand

MMHmmMmammmﬁl

Stressing the need to strengthen business ties India, Celeste focused on

the Enran and asked that "The Dabhol power plant remain a symbol of

successful American investment in India and not a symbol of the impediments that

st hinder even graater foraign direct investmant.”

Copyright [c) 2001 Dow Jones and Com _Ine,
Hmamld IErraNmE[}EEIUH; 172201 i-:? PM

nal
Front fag, Gastra
Sent , January 22, 2001 301 PM
To: Grews, Mawresan; Marshall: Sampliner, Gary, Chrstopulos,

. Clapp, Gene
Subject FW: India/Dabhol Meeting
Attached is background material for the Enron meating on Wedneaday. Pis. nole Mr, John Hairdy will also be attending.

From: $E‘: m.mm [maitto: Tam. Brggs@enron.com)
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