LaKritz, Robb

From: McCardall, Dran

Sant: Thuraday, January 10, 2002 1:26 PM
Tao: Lakrilz, Robb

Subject: Mews Stony

Thursday January 10 12:57 PM ET

White House: Enron Official Phoned

iy KAREN GULLGY Aszociated Preve Weiier

WASHINGTON (AP) - Enron Chairman Keoneth L. Lay reached out (o two of President Buesh s Cabinet
olficers when the energy company was collapsing, the White House disclosed Thursday as the Jusiice
Depariment opened a criminal investigation of Enron's bankruptey.

Bush. who received significant campaign contributions from Lay and other Enron executives, said e himsel
has never discussed Enron's fnancial problems with its embaitled corporate chaivman. The president said he fust
saw Lay in Texas at spring fund-raiser for former first lady Barbara Bush's literacy foundation

Lay also was among a group of some 20 business leaders who came 1o the Winte House carly in the Bush
pministration o discuss the state of the economy, Bush said.

Many Enron employees lost their life savings when the company filed for bankrupiey Dec, 2.

“What anybhody's going to find out 15 that this adninisteation will fully investigate issues such as the Enron
bankruptcy, to make sure we can leam from the past and make sure workers are protected.” Bush said.

But Lay did scck the car of other top-level administration officials last fall.

According 10 White House press secretary Ari Fleischer Lay telephoned Treasury Secretary Paul O™eill amid
Enron's collapse "o advise him about his conceen about the obligations of Enron and whether they would be
able 1o meet those obligations,”

Lay also told O'Neill that Enron ~was heading to bankrupicy," Fleischer said,

OWeall recedved calls from Lay on Ol 28 and Nov, B, said Treasury spokeswoman Michele Davis. 11 was on
Oct. 16 that Enren made its stunning disclosure of a 3638 million third-gquaner loss,

In a separate phone call w Commerce Secretary Don Evans, Lay similarly worried that the company might have
tor default on itz obligations. He brought 1o the secretary's attention “ihat he was having problems with iz bond
eating and he was worried about its impact on the energy sector,” Fleischer said.

After that conversation, Evang spoke to O'Neill “and they both agreed no action should be taken o intervene
with their bond holders,” Fleischer said.

The spokesman had said Wednesday he did not know of anyone in the White House who discussed Enron's
finanmcial situation.

Fleischer also brushed aside talk of any conflict in the Justice Department investigation and said there was no
reason o tum the probe over o a special counsel.

Lay gave 525000 1o a leadership committee headed by then-senator and now Attorney General John Asheroed
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according 1o the Center for Public Integrity.

An atterney for Enron welcomed Asherofl's inguiry, the laest in a series of governmental probes into the
company's demise, saying the investigation would *"bring light to the facts.”

" We want to get 1o the bottom of this wo." said Robert Bennett, 2 Washington attormey representing the
Houston-based company. A lot of decent and honorable people work at Enron and we should wait until the
facts are oul.”

Bush ordered a separate review Thursday of pension and corporate disclosure rules that could jeopandize
workers' savings, " There has been a wave of bankruptcies that have caused many workers o lose their pensions
and that is deeply troubling to me,” Bush said,

The Justice Department is forming a national task foree to look inte the company’s dealings. The proup will be
headed by lawyers at the department’s criminal division and include prosecutors in Houston, San Francisco,
New York and several other eities, said a Justice Department official, speaking on condition of anonymity.

The oificial declined to say when the investigation began. Enron faces civil investigations by the Lubor
Depariment and subpoenas from congressional committess.

All are looking into the energy trading company's collapse, the largest banknupicy filing in LLS. history,

The failure hit emplovees and investors hard. Workers were prohibited from selling company stock from iheir
Enron-heavy 4010k} retirement accounts as the company's stock plummeted, Many lost their life's suvings.

Enron executives cashed cut more than $1 hillion in stock when it was near s peak.

Former Enron chief executive Jeffrey Skilling, who left the helm nearly two months before the company’s swill
descent, welcomes the investigation, said spokeswoman Judy Leon. Skilling has said he had no ides. despite
Enren's falling stock values, that the company was on the brink of failure.

Formed in 1985, Enron had 20,000 employees and was onee the world's top buyer and seller ol natural gas and
the largest electricity marketer in the United States, [t also marketed coal, pulp, paper, plastics, meals and
fiber-optic bandwidth,

One likely focus of the Justice Department investigation is possible fraud based on Enron's heavy reliance on
off-balance-sheet parinerships which took on Enron debt. The partnerships masked Enron's financial prollems
and left its credit ratings healthy so it could obtain the cash and credit crucial to running its trading business.

The Houston-based company went bankrupt afier its eredit collapsed and its main rival, Dynegy Ine., backed
put of an $8.4 billion buyout plan late last year,

Just a year ago, stock of Enron, the nation’s largest buyer and seller of natural gas, traded at $83 per share.
Today it is less than $1.

Lay has close ties to Bush and his father, the former president. Lay was a top contributor to the younger Bush's
2000 presidential campaign.

The company playved a key role earlier this year when a White House task force met with business cxccutives
and other interests to fashion a national energy policy. The task force was headed by Vice President Dick
Cheney.
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LakKritz, Robb

From: Dam, Ken

Sant: Tuesday, January 08, 2002 3:54 P
Tz Lakrz, Robh

Subject: RE:

| hope oa. I'd like to. Check with Reavie.

-—-{rigna Hessage---—--

From: Lakrilz, Robd

Sent: Tuesdsy, Jaruary 08, 2002 1:45 P

To: Bar, Sheils

[n'al} Meiarded, Dan; Adames, Tim; Dam, Ken; Grass, Jared; Kopfer, leffrey
Subijpect:

Shella,

Oo you have time tomorzow to mest with Dan MeCardell and se to discues an internal
pelicy roundbtable we are hoping put tagether on lsgunes pelared 2o bhe Enren alruseisn
and ancillary developments?

Thanks.

Robl LaKrite
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LaKritz, Robb

From: Baar, Shesila

Sant: Wedresday, January 09, 2002 656 PM
Ta: Lakritz, Riobb; Huni, Betty Ann
Subject: RE:

yene= | will try b0 make time. Tomoerow is ough. Betty -- please iry 1o wark in

eerigingl Magsage----
Frarm: Lesrier, Fabl
Semt: Tuesday, auary 08, 2002 2:45 FH
Ta: Bair, Sheda
Ce: MeCardadl, Daa: Adams, Tirm: Dam, Kem; Gross, Jaqed: Buplarn, Jefley
Subject:
Sheila,

Da yaol have Clme tomorrow 0O meet witlh Dan MocCardell and me Co discuss an internal
policy roundtsble we ar= haping put bogether on igswves related to the Enron situation
and ancillary develocpments?

Thanks.

Robb LaKritz
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LaKritz, Robb

Fram: Hunmit, Betty Ann

Sent: Wednesday, January 09, 2002 6:55 PM
Ta: LaKritz, Robd; McCardell, Dan
Subject; RE:

Right noe Sheila is avadiabbe & 145 (45 min) or 330 pm (1 hour). Please lel me know wihat works far you,

--—{Jriginal Massage-—-—-

From: G, Shera

Sent: Wednesday, Jeruany 03, 2002 6:56 FiM
To: Lakritz, Rakby; Munt, Bethy Bnn
Subject: RE:

vepe- L will Iy 1o make ime, Tomoorow is tough, Belly - phease Iy Lo work in

.-1-|uﬂgnu| Hgy;aggn-u
Froem:  Lakrés, Rabb
Senk: Taesday, lanuarg O8, 2H2 245 FM
Toe Eair, Snpla
Cc: M Carciell, Dan; adams, Tim; Dam, Ker; Gross, Jared; Kuoter, Jalirey
Sialjenct:

sEheila,

Do you have time tomorrow to meet with Dan MolCardell

and me o discusa an incernal

policy roundtable we are hoping put together on issuss relatod to the Enron

situstion and ancillary developments?
Thanks.

Eoiok Lakritz
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Lakritz, Robb

From: Hunt, Batty Ann

Sant: Thursday, January 10, 2002 8:35 AM
To Lakritz, Robb, MoCardell, Dan
Subject: RE:

See you st 1:45 pm

re=-Cirigingl Message-----
From: Lakritz, Rabls
Sent: Wedneadey, Jaruany 09, 3002 B:44 PM
To: Hurd, Betty &nng MoCandel, Dan
Subject: RE:-

L:qE p.m. warks EFar s, Wa will come down and geae kRap.
Thanks,

Eocbh LaKricz

-—-{riginal Hessage--—-

From:  Hur, Betty &nn

Senk:  \Wadnesday, January 06, $002 6:55% PM
Tik: Lakriz, Robb: MoZardel, Can
Subject: RE:

Righl now Sheila is avaitable al 1:45 (45 min} or 4230 pm {1 hour), Ploase el me know what works Tor wou.

.-.-.-:l-r"aha h-'g;;a;e-.. aa

Frga; Bair, Snaile

Sent: Wednasday, Jandary 08, 000 BIOE PH
To: Lakriz, Rabb; Hunot, Betty Arn

Subject: RE:

yep-- | will Iry 10 make ime, Tomoerow is lough, Belly - please iy 1o work in

- QIriginal Message----

Froam Lakritz, Robls

Senk: Twescay, lanuary 8, MK 245 FM

T Eair, Sheika

Ces MoCardel, Dan; Adams, Tim: Dam, Kan; Gross, Jared, Kupler, JaMiney
Subject:

Eh=ila,

o you have time bomorrow to meet with Dan MoCardell and me te diescuss an
internal pelicy roundtable we are hoping put together on igsuea related to che
Enron sitwation and ancillary developments?

Thanks.

Fobb LaKritcz
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LaKritz, Robb

From: Lakritz, Fabb

Sanl: Wednasday, Jamuary 08, 2002 B:44 PM

To: Hunt, Betly Ann; MoCardell, Dan

Subject: RE:

1:45 p.m. works for me. We will come down and ses her.
Thanka.

Rablk LaKritz

r....Dﬂglnal r-m.... '

Fram: Hunt, Bethy Ann

Sent: ‘Wecnesday, Januarg 0, 2002 &:5% FM
T Lakrikz, Robo; HMclardell, Dan
Subject: RE:

Right raww Shieila is available 2t 1°45 (45 min) or 4:30 pm (1 hour). Please lel me know what works for you.

weaslGINAl MBEEIgR ==

Fram:  #air, Sheila
Sant:  Wednesday, January 09, 2002 4:55 PM
To: Lakiitz, Robi; Hunt, Betty Ann
Subject: RE:

yep-- | will try 1o make tima. Tomarrcw is tough. Betly - please Iry 1o woek in

—mmeCiriginit] MEgiagE--—-

Fram: Lakritz, Robn

St Tuasdary, lanuary 08, 2007 2:45 FM

Ta: Bak, Sheila

Ce: Molargell, Dan; Adams, Tim; Dam, Ken; Gross, lared; Kupfer, Jeffrey
Subject:

Shetila,

La you have time tomorrow o meset with Dan HoCardell and me to discuss an
internal palicy roundtable we are hoping put together on issues related teo the

Thanka .

Eobb LaKritz
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Lakritz, Robb

d —

From: Lakritz, Fobi

Sent: Tuesday, January 08, 2002 2:45 PM

Ta: Bair, Sheila

Ce: McCarded, Dan; Adams, Tim; Dam, Ken; Gross, Jared; Kupfer, Jaffrey
Sheils,

Do ywou have Time tomorrow o meet with Dan McocCardell and me Eo dimcuss an internal policy
coufidbable we are hoping put together on issues related to the Enren situation and
anzillary devalopmentar

Thanksa.

Rabk LakKrits
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LaKritz, Robb

From: Lakritz, Robl

Sant: Thuraday, January 10, 2002 2:21 PM
Ta: Harvay, Reavie

Subject: F: Mews Story

Thanks .

Robh LaKritz

--—-Original Message- -
From: MoCardel, Dan

Sent: Thursdy, Janary L0, 2003 1:26 P
Tt Lakritz, Rokh
Subject: Pt Story

Thursday January 10 12:57 PM ET
White House: Enron Official Phoned

By KAREN GULLO, Associaed Preis Writer

WASHINGTON (AP) - Enron Chairman Kenneth L. Lay reached out to two of President Bush s Cabinel
officers when the energy company was collapsing, the White House disclosed Thursday as the Justice
Department opened a criminal investigation of Enron's bankruptey.

Bush, who received significant eampaign contributions from Lay and other Enron executives, said he himsell
has never discussed Enron's [inancial problems with its embattled corporate chairman. The president said he last
saw Lay in Texas at spring fund-raiser for former first lady Barbara Bush's literacy foundation,

Lay also was among a group of some 20 business leaders who came to the White House early in the Bush
administration 1o discuss the state of the economy, Bush said.

Many Enron employees lost their life savings when the company hled for bankrupicy Dec, 2.

“What anybody's going to find oot is that this administration will fiully investigate issues such as the Enron
bankruptcy, to make sure we can learn from the past and make sure workers are protected,” Bush said.

But Lay did seek the ear of other top-level adminisiration officials last fall.

According to White House press sccretary Ari Fleischer Lay telephoned Treasury Secretary Paul O'Neill amid
Enron's collapse 1o edvise him about his concern about the obligations of Enron and whether they would be
able 1o meet those obligations.”

Lay also told O'™Neill that Enren "“was heading to bankruptey." Fleischer said.

O'Neill received calls from Lay on Oct. 28 and Nov, 8, said Treasury spokeswoman Michele Davis, [t was on
Oct. 16 that Enton made its stunning disclosure of a $638 million third-quarter loss.

1 a separate phone call to Commerce Secretary Don Evans, Lay similarly worried that the company might have
1o default on its obligations. He brought to the secretary's attention " "that he was having problems with Iis bond
rating and he was worried about its impact on the energy sector,” Fleischer said.
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After that conversation, Evans spoke 1o O™Meill *"and they both agreed no action should be aken 1o intervene
with their bond holders,” Fleischer said.

The spokesman had said Wednesday he did not know of anyone in the White Houze who discussed Enron's
financial sitwation,

Fleischer also brushed aside talk of any conflict in the Justice Department investigation and said there was no
reason 1o trn the probe over te a special counsel,

Lay gave 525,000 to a leadership committee headed by then-senator and now Attorney General John Asherofi
according to the Center for Public Integrity.

An ettormney for Enron welcomed Asheroft's inguiry, the latest in a senies of governmental probes imo the
company’s demise, saying the investigation would “bring light to the facts.”

CWe want to get to the bottom of this too,” said Robert Bennett, a Washington attomney representing the
Houston-based company. A [of of decent and honorable people work at Enron and we should wait until the
[acts are out,”

Bush ordered a separate review Thursday of pension and corporate disclosure rules that could jeopardize
workers' savings, * There has been a wave of bankrupieies that have caused many workers 1o lose their pensions
and that is deeply troubling to me,” Bush said.

The Justice Department is forming a national task force to look into the company's dealings, The group will be
headed by lawyers at the department's eriminal division and include prosecutors in Housten, San Francisco,
Mew York and several other cities, said a Justice Department official, speaking on condition of anonymity,

The official declined to say when the investigation began. Enron faces civil investigations by the Labor
Department and subpoenas from congressional commitices,

All are looking into the energy trading company's collapse, the largest bankruptey filing in LLS, history,

The failure hit emplovees and investors bard, Workers were prohibited from selling company stock Trom their
Enron-heavy 401(k) retirement accounts as the company's stock plummeted. Many lost their life's savings.

Enron executives cashed out more than 51 billion in stock when it was near its peak,

Former Enron chief executive Jeffrey Skilling, who left the helm nearly two months before the company's swilt
descent, welcomes the investigation, said spokeswoman Judy Leon. Skilling has said he had no idea, despite
Enron's falling stock values, that the company was on the brink of failure,

Formed in 1985, Enron had 20,000 employees and was once the world's top buyer and seller of natural gas and
the largest electricity marketer in the United States. It also markered coal, pulp, paper, plastcs, metals and
fber-optic bandwidih,

Ome likely focus of the Justice Department investigation is possible fraud based on Enron's heavy reliance on
off-balance-sheet parinerships which teok on Enron debt, The parinerships masked Enron's linancial problems
and left its credit ratings healthy so it could obtain the cash and credit erucial 1o running its trading business,

The Houston-based company went bankrupt after its credit collapsed and its main rival, Dyvnegy Inc., backed
out of an $&.4 billion buvout plan late last year,

Just i year ago, stock of Enron, the nation's largest buyer and seller of natural gas, traded at 385 per share.
Today 115 less than 51,

Lay has close ties to Bush and his father, the former president. Lay was a top contributor to the younger Bush's

2
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200K} presadential campaign.

The company played a key role earlier this vear when a White House task force met with business executives
and other interests to fashion a national energy policy, The task force was headed by Vice President Dick
Cheney.
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$nnr_a_tnl:h, Dale

From: Michael J. Wade [mwadei@eclipse.nel]
Sent: Sunday, January 13, 2002 5:19 PM
To: DPCHMaib@do freas.gov

Subject: Sec O'Mell

Sir;

L st wanted to let you know that I saw yoa foday on This Week with Sam
(ronaldson, and thought you did an excellent job of explaining the role

the administration ook in the Enron ositer, and if fendmg off Sam's
lesding and argumentative queslions.

Keep up the good work!

Michsel Wade
miwadegieclipse net
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Hambor, John

From: kupfer, Jeffrey

Sent: Manday, September 10, 2001 10:41 An

Ta: Hambor, John, Horowitz, Jahn

Subject: FW. September 13ih - Market Schulicns to Climate Change conference in DG

JohndJohn - 1 got this email invitation o a conferance and wanbed to pass it along to you — or anyone else in your shop
—Jeff

—— HH#"?:'_'

From: Mérk. Glickman [mailbo; g ceman @rprogress, org)

Sent: Thursday, August 30, 2001 1040 AM

To: URDIMEUS nat

Subject: September 13th - Markel Soiutions to Cimate Charge conference in DG

Hellg,

This Septamber 13th, Redefining Progress, in association with Conservation International, will be hosting a one-day
conference on Market Solutions to Climate Change in Washingtan DC.

Redefining Progresa, a member is a nonprofit, nonpartisan policy group promaoting economically sound and
enviranmentally effective solutions to climate change, The conference will provide a forum to discuss market-based

palickes and firm initiatives aimed at reducng carbon emissions. Mote that the focus of this conference is on domeslic,
rather than international, efforts both private and public,

The DC conference promises to be a high-profie event with Glenn Hubbard, Chairman of the President's Council of
Economic Advisors, delivering the keynote address, As you may know, Hubbard is 8 member of the Prasident's global
warming task force. Other keynote speakers include energy efficiency expent Amory Lowvins. Academics from the
Brookings fnstifute and AE/ will speak on some of the policy oplions available. Corporate representatves from the
Citigroup, Enran, Calvert Group and others will also be offering their insights

The conference will ba followed by a reception on Capitol Hill with Congressional sponsors of the '4-Poliutants' Bill
invitad.

Please note thal we have bean able to sscure additional funding for this event and have reduced the registration fees 1o

- $100 for corporate representalves and
- $74 for non-prahl, govesnment and oiher registrants,

Ive attached a registration form and agenda listing commitied speakers below  Conference information can also be lound
at wwwe redefiningprogress orgloimate.

W ook farward to your paricipation,

o )

Gerala Conkrunoa O G orvraencs
Reguitimbs: AgEncedad
Regards,
Jerome Sayre
Business Quireach Manager

Redefining Prograss

sayra@rprogress org

1904 Franklin Streed, Bih Floor
Oakland, CA 4512
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Phone 510-444-3041, axt 312
FAX  510-444-3191

Wab: htip:ifwwwr rprogress. ong
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Market Solutions to Climate Change
Marriott Metro Center, Washington, D.C.

September 13", 2001

Preliminary Conference Agenda

Time

Item

8:00 = 8:30

Registration

8:30 - 9:00

Opening Remarks
Michel Gelobter. Executive Director, Redefining Progress
TBD, Conservation international

9:00 - 9:30

Feynote Speaker — Dr. R. Glenn Hubbard,
Chairman of the President’s Council of Economic Advisers

930 = 10:15

Market Approaches to Carbon Reduction
Introduction - Mark Glickman, Redefining Progress
Presenter - Paige Brown, Corporation for Enterprise Development
= 'Grandfathered’ vs. Auctioned Permits and Trading

10:30-11:45

Policy Approaches to Strengthen the Economy
- Recycling Carbon Revenues
= Moderator — Willlam Gale, The Brookings Institution
« Kevin Hassett, American Entarprise Institute,
= Corporate Tax Integration
* Andrew Hoerner, Cenier for a Sustainable Economy
= Payroll Tax Reduction

11:45 —12:45

Lunch Keynole Speakers (start 12:00) — Introduction = Michel Gelobter
= The Honorable George Miller, U.S. House of Representatives, D-CA
* Amory Lovins, CEQ, Rocky Mountain Institute

1:00-2:15

Private Sector Initiatives to Limit Carbon Emissions
intreduction — Jerome Sayre, Redefining Progress
« Moderator — Glenn Prickett, Executive Diracfor, Center far
Environmental Leadership in Business, Conservation international
= Lisa Jacobsen, Enron Corporation

2:30 — 3:45

Financial Market Views of Industry Exposure to Carbon Risk
Introduction — Jerome Sayre, Redefining Progress
* Frank Dixon, innovest
* llene Fiezsel Bieler, Citigroup
= Julie Gorte, Calvert Group
* _Alice LeBlanc, Environmental Finance Products

345 -4:00

Closing Remarks
Michel Gelobter, Executive Director, Redefining Progress

G000 — 700

Reception on Capitol Hill
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Enron: TSPs

ETUET e T THa1

What is the EIN7?

elsewhemn in
Irormed Bonvica
Providers

AT e ol

Irbarmed Servicn
PrCraicsars

Gaw \Wino 15 Already
afoawned

What iz the Enmon
Iniekigent Hebaori?

aPirsr Spplicalion
SENCES

P maer Ul
Riesoueoes

Hapome & Powaned

=ird an ePovwersd

e The Enron Intellipent Network is a new world
network built from the ground up using the latest
n optical technology to satisfy real business needs
With virtually unlimited bandwidth and built-in
intelligence, the Enron [Intelligent Metwork bridges
{the chasm between very expensive dedicated

1 (Virtual Private) networks and the public Internet.
Combining the power of Pure IF™ with embedded
network intelligence, we're enabling a whole new
breed of application services, We call them
ePowered™ application services,

i ters
Enran.nizk

The Erran ndoikgeni
Hetsok

aPowar Application
S

WWiho e Am

for pur Cusbomars:
Bandwaiin Prodiucts
ardl Sensoas

Splutons for |5P

Solulions bor Conlont
Providers

Sahylicns far lha

el tn

!l_F':'r.v.-.‘nFiﬂl.l'E
MHSERNCHE %] . H
Sireaming video
Distanee leamming

The Enron Intelligent Network excels at
transporting rich media and high-bandwadth,
delay-sensitive content, including:

Live elevision comtent
Videoconferencing

Page | of 2

iCr PO

The Enron Intelligent Network

Ren Cnmrarm e

Fizer Cphics

more fafarmation: « Network hosted applications  FadPyer

e s » New forms of entertainment 00 200k 4ack

LANHLT U

Deorwedoacs The Enron Intelligent Network is comprised of
three components: Enron’s Pure IP™ fiber
network, a One Hop community of distributed
servers, and Enron Broadband Services” poweriul,
patented software that enables our unigue
gPowered™ application services. The Enron
Intelligemt Network allows our pariners and
customers to deploy products and services that will
revolutiomize the delivery of rich media and other

Pooling Peints
hittpewww ec_enron.comssplein/ 0773172000

Q0400000000015



Enron: [5Ps Page 2 of 2

Faooling Points delay-sensitive, high-bandwidth solutions to the
il Playres desktop.
100K B ok ___-‘-:l':t

This sweeping new approach provides a highly reliable, pay-for-what-you-
need, bandwidth-on-demand method to deliver data and streaming media to
three constituencies: content and application providers, netwark service
providers, and to end-users who want more from the public Internet.

Built ¥With the Best Equipment Available

To implement this new architecture, Enron
Broadband Services has formed strategic alliances
with Ciseo Svstems, Ciena Corporation, and Sun
Microsystems, all leaders in network technology,

Cizco Systems' high BOS
speed backbone routers  RalPlayer
defermine which path the tO0k  Z0Ok 400K

I[P bits will take across

the Enron Broadband Services backbone, Ciena
Carporations’ Dense Wave Division Multiplexing
creates the high-speed optical circuits. Enron
Broadband Services provides the Pure IP™ fiber

Servers . ; r
e network over which the Dense Wavelength

e Division Multiplexing (DWDM) logical libers

operate and the operations and enginesring
expertise to architect, integrate, manage, and mamtain the network.

The Pure [PF™ advantage? Mo ATM. No Frame Relay. No SONET.

Download whitepapers, diagrams and more on our Application Services and
our Netwaork,

Tap af Pape

Copynght 188T-2000 Enron Com. &1 fghte redsraad, jﬂ.bﬂul this sitg, Conlact us r

hittp: e Be. enpon. comyIsp'emy’ O7/3 12000
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_ Enron Broadband Services, Inc. - Bandwidth Solutions

AT 1

Ban dweidth
Praducts and
Servicos:
Bareiwidih Solulons
Coliocaion Services
Diark Fibr

Teaging and Rk
Idatagamrd

WIS Pealisngd Privale
Lina

LEEANET T
Enron.net

The Ervon Imeligent
HMihenrk

aPorsred
Appdication Sarvices

For gur Cusbomars:
Handvaaith Produris
anid Sersoes

Soletons for 1555

mﬂ.‘f o

Zohutions lar Lhe
Ertarpeian

et

mare imformation:
Prass Aoom

Contact Us

htip:!fwww.ec.enron com/bandwidth/solutions, htm|

Page 1 of 1

O e bandwiith solbons

Bandwidth Solutions

Bandwidih Ecluions
Enron's Bandwidth Solutions use Enron's own Vilo: Blansis and How?
network along with other networks to provide bandwidth users and

providers with customized solutions to their bandwidth needs. EBS's

Bandwidth Solutions offers customers innovative ways to actively manage
unexpected fluctuations in the price, supply and demand of bandwidth. This
gives customers much desired flexibility and a new way to manage growth

At EBS we are able to provide unigue solutions to our customers’ bandwidth
needs by leveraging the following areas:

» EBS owns its own network
Because ERS owns its own network, we are more than just a trading
company. We have the flexibility to buy and sell capacity on routes
that many other buyers would find unatiractive.

« Leverage Risk management'trading expenience
Enron has been providing tailored risk management services to
customers in the Energy industry for years. Enron has become a major
catalyst for the development of eCommerce in the gas and electric
industries and, currently operates the largest eCommerce site in the
world - EnronOnline,

Cogyright THE7-2000 Exenn Corp. A1 rignis reserved. _glabhout 1h site. Contact us %

GT/312000
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, Enron Broadband services, inc. - Collocation

——
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e ral franshendth soiubinns

Collocation

Enron Broadband Services offer Collocation services lo CLEC's, ePowered
18P°s, and [XC"s that deliver services for EBS, or participale in Bandwidth
Trading. This gives our customers the advantage of a physical location
alternative 1o building their own network and Points of Presence. EBS’s
collocation facilities are located along our own longhaul fiber builds and
within every major city throughout the United States. Collocation within
EBS's POP's (Point of Presence) provide customers with a cost-effective
means of establishing a physical presence in a city. In addition, our services
provide a secure, controlled environment and easy connactivity 1o EBS"s
fiber optic network and cPowered Application Services.

Our Target Customers

« Local Exchange Carmiers (LECs) o
» Internet Service Providers that are ePowered Distributors or that by
and scll bandwidth with EBS

Cabinets

Enron Broadband Services provides customers with solid front, lockable
cabinets. Each cabinet or cage is in a secure, condiioned room designated
for eollocation, with ventilation, air conditioning, and fire suppression
systemns. The conditioned space is accessed via a key coded card. Customers
have 24-hour, T day a week access to their equipment.

The cabinets are 23" internal width by 24" internal depth by B4" internal
height.

SPECIFICATIONS

EBS Provides

Carrier Provides

EBS will Provide:

» Cabinets (internal dimensions of
23"y 247 R4")

» Shelves and fans in the cabinets for
the Carrier

e DSX-1, DSX-3, FDP panels in the
collocation room

» Raceway, riscrs, or innerduct
between the Carrier, s cabinet space
and the cross connect cabinet point
it the collocation room

Carrier will provide

« Extension ears to make the in
rack in the cabinet accommo
internal width equipment

« Jumper cables for connectivit
cross connection cahinet

s Plenum rated innerduct in cio
tray Lo connect fiber to calyin
outside of ECT smite

EBS will provide cable between the cross

hitip:/fwww e enron.conyhandwidth/eole. himnl

Carrier is responsible for cabling be

(731 20000
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. Enron Brosdband Services, Inc, - Collocation

EBS will provide cable between the cross
cannechion cabinel in the collocation room
and the customer. s collocation cabinet or

cage

Page 2 of 2

Carrier i responsible for cabling be
their cabinet space and the demarca
point (DSX-1, DEX-3, FIIF) in the
collocation room

EBS wall maintain the eavironmentals
within the collocation area

Camer is responsible for mamtena
their equipment and for keeping the
common area clean

ERS will deliver normal AC or LIPS
power 1o the Carrier via 120V AC, 20

Amp circuits

Carmer will work with building

man it get building entran
pull :lﬁrt from tﬁc manhole and ter
the fiber in their assigned cabinet®*

EBS will deliver redundant A & B DC

power via appropriate sized cables to the
clusiomer. & cahinet

The Carrier terminates the DU cabl
within the cabinet using either a fus
breaker panel provided by the Carr

Availability of Service

See Map

Collocation facilities are available thoughout EBS's footprint,

The following locations are available for collocation as of March 2000,

Portland
Chicago

Las Vepas
Los Angeles
Denver

Salt Lake City
Seaitle

# & @8 F & 8 @

Future

Adlanta

Drallas

Dretroat

Houston

Mew York

Ban Josg
Washington D.C.

Copyhight 19672000 Enron Comp. AF rghts resareed ‘ﬁ.hlju.ll {hig: gite. Condact unr

huip: fwww ec.enron.com/bandwidth/colo.hitm]

73120000
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¢ Fecoived a Christmas Card from Linda Fobertson in December 2000 but discarded the card
after the holidays
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Allman, Amy

From: Allrman, Ay

Senl: Tussday, Jamuary 15, 2002 4:55 FM

To: Cuinn, Kalie

Subject: Hearnngs end Committees investigating Enron

| hawve printed ocpening statements from the House Financial Services hearing. | can go in and look at the franscripd but
am not allgwed 1o make copies,

| can go to the Hill tamorrew moming to copy the Senate Commearca haaring franscrpt, intluding opening statemeants.
Attached is a st of past hearings and schedulsd hearings:

P

W

Congressi
earings.d. .

Following are the Committees and Departments either curmenily condudting investigations or hawe indicated they are
Qoing 1o conduct an investigation

Sensle Banking Commiliee: Shartoomings in accounting and investor profection
Consumer Affairs Subcommittee of Sanste Commerce Committes: Inguiry info Enron retirement funds
Sensle Energy and Maturel Resgurces Committes: Impact of Enron collapse on Energy industry

Senate Governmenial Affairs Commitiee: Possible regulatony violations, Influence of Enron on Bush administration
enengy policy

Investigations Subcommittes of Senate Govermmental Affairs; Inquiry inle Enron’s board of directors and auditors to
daterming who knew of the company's impanding collapse and when they leamed abowt if.

Senate Committee on Commerce, Energy, and Transportation

Haouse Financial Services Commities: The rofe of Enron's auditor, Arhur Andersen

House Commitlee on Govermment Reform

Hawse Education and Warkforce Commiltee: Laws regulaling siock ownership by employees and their retiremeant plans
Housa Ensrgy and Cormmance Cammillas: Finandal collapse of Encan. destrection of documeants

Department of Justice: CAminal investigation by the FBI and UE attorneys in Washingion, MY, and San Francisco
Department of Labor: Enrom's employes retirgment plan

Securities and Exchange Commission: Auditing practices of Arihur Andersen

Amy Allman

Special Assistant - Legislative Affairs
Department of the Treasury
202-B22-THE%
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Enron Congressional Hearings

12/12/

Joint Hearing on "The Enron Collapse: Impact on Investors and Financial Markets”
House Subcommittee on Capital Markets, Insurance and Government Sponsored
Enterprises Chairman Baker (R-LA), Ranking Member Ney (D-0H)
Subcommittee on Oversight & Investigations
Chairman Kelly (R-NY), Ranking Member Paul (D-TX)

12/18/01
Enron Collapse — Full Commmttee Hearing
Senate Committee on Science, Commerce, and Transportation
Chairman Hollings (D-8C), Ranking Member McCain (R-AZ)
Sen. Dorgan (D-ND), Chairman of Subcommittee on Consumer Affairs, Foreign
Commerce, and Tourism, presided

Scheduled Hearings

124402, 10:00 am., 342 Dirksen

Senate Committee on Governmental Affairs
Chairman Lieberman (D-CT), Ranking Member Thompson (R-TN)
"The Fall of Enron: How Could It Have Happened?"

2/4/02, 9:30 a.m. (time subject to change), 253 Russell

Senate Committee on Science, Commerce, and Transportation
Chairman Hollings (D-5C), Rankmg Member McCain {R-AZ)
sen. Dorgan (-ND), Chairman of Subcommittee on Consumer Affairs, Foreign
Commerce, and Tourism, most likely to preside again

Q0800000000012
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RE: Enron and Bankruptcy Bill -- AB] Website

Smith, Amy

T oTLEm

Page 1 of 2

From: Richard, Gregg [Gregg, Richard @il house.gov)
Sent: Friday, December 14, 2001 10:39 AM

Ta: Amy Smithi@ido. treas. gov

Subject: RE: Enron and Bankruptcy Bill — ABI Website
Tharks.

—---Original Messape..--

From; Amy.Smithide treas.gov [mailto:Amy.Smithiido. freas.goy]
Sent: Friday, December 14, H 10:08 AM

T Richard, Gragg

Subject: FW: Enfon and Bankrupley Bill = ABI Wehsite

F¥1

= EMRON UPDATE

= Gireeaspai, Oxley Meet; Netting Bill Gains Suppor Following Enron Debacle
* Federal Reserve Chairman Alan Greenspan met yesterday with key House
= lawmakers 1o discuss this vear's prospects for passing legislation that

= glarifies corporate bankrupicy kaows by allowing companies io quickly

> et oulstanding derivativas contracts in the event of an insolvency,

= Dow Jones reported.  The once-obscure financial Bsue has gamed new

& prosmmence and urgency on Capitol Hill as federal investigators sift

= throwgh the mess keft behind by Enron's chapter 11 lankmptey filing, The
= measuse aliows instinotions © quickly close oustanbling derivalives

> pontracts with bankmupt trading parimers by netting all the losses and

= paims of individual contracts o ame deal.

=

= House Financial Services Chairman Michael Osxley {BOhio) invited CGreenspan
=t mest with House Judiciary Chairman Jamies Sensenbrenner (F-Wis ) after

= Dley held o braising hearing on Wednesday on financial Imperoprieties

= leading 1o Enron’s demise. Complicaled, off-halance sheet transactions

= were the company’s undoing. 1ts stock collapsed after a Nov, 8

= anivuncement thal the lirm had overstated i1s net income over four years

= by 5569 million. Creditors are now lining up to collect on about S40

= billion in debt owed by Enran,

-

=

= "Congress shoukd not fail to enact netiing legislation this year,”

= Greenspan and Treasury Secretary Paul O™eill 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 aitached to a broader bankropicy bill in

> both chambers, could be applied o Enron's hanknepicy case if the bill

= passas this vear, Federal securities officials said if was unclear whether

= they could apply mew contract nefting laws retroactively. Oxley hopes to

= get the hill passed by next week, belore Congress lnishes its work far

= 2000,

]

= House Praobe Seeks Andersen's Becosds On Enron Audils

01/16/2002
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RE: Enron and Bankrupicy Bill - ABI Website

= The Houze Energy and Commerce Committee vesterday asked Arthur Andersen to

= prowvide records relating o 1ts sudits of Enron Conp., Dow Jenes reported.
=t the same time, the commitiee sent a letter to former Enron Chief

= Exerutive Jeffrey Skilling, requesting an inlerview with commiliee

= Investigators within the next two weeks., The committee also formally

- mght inferviews with David Duncan, Andersen’s parner in charge of the

= pompany's Enron account, and Andersen employees involved in the company's

= audits. The requests came after Jeseph Berarding, Andersen's chisf

= executive, told the Hounse Financial Services Committes on Wednesday thas
= the auditing and consulting fiom didnt receive critical information from

= it client concemning the specmbpurpose entities that brought about

= Enron's financial downfall.
=

= Enron Seeks Supplier to Take Ower Califormia University System Powers
= Contract

= Enron Corp is becking for another electricity supplier to complets its

= contract with California®s two public university systems, a spokeswoman
= for California State University said yvesterday, reported Dow Jones. Enron
= Emergy Services Incs current cantract with California $tade and the

= University of Califormin Systems expires on March 31, 204, said

= spokeawoman Clasa Potes-Fellow. The Enron subsidiary fibed for chagter 11
= hankruptey protection Dec. 2,

=
3

= Emron Contract Hearimg Moved To Dec. 18

= A bankruptey courl hearing regarding embartled Enron Corp.'s molion o
= negotiate, end or sell certain contracts has been posiponed to next

= Tuesday, Dee, 18, Dow fones reported. The meeting was ariginally

= schedubed for today. Earlier this week, Enron filed a motion with the

= eourt adking b be allowed to terminate with otler partbes certain

= gomtracts with safe-harbor provisions., The company doesn't want to ask

= for court approval every time it s2eks o end an agreement.
=

= In its filing, Enron lkad asked for authority o end some of these

= sate-harbor contmacts and negaotiate payments for each termination,

= Creditors, including Cinergy Corp.'s Clinergy Services Inc. and Wiser Ol
= ., hawe filed objections. The motions and objections will be addressed
= gt Tuesday's bankrapicy court hearing,

Ll

=

01/16/2002

Page 2 of 2
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FW: Agenda ltems Thought Dead Revived by Enron's Fall

amith, Amy

Page 1 of 3

From: Richard, Gregg [Grega. Richard@mail house.gov)
Sent:  Monday, December 10, 2001 9:58 AM
Subject: FW Agenda [tems Thought Dead Revived by Enrcn’s Fall

semssIrigrinal Blessageea—

Froen: Steel, Ames

Sent: Monday, December 10, 200 9:4% AM

To: Wild, Brian; Richard, Grege, Mark Dion; patjtoomey @aol.com; Toomey,
Patrick

Subject: Agenda ltems Thought Dead Kevived by Enron's Fall

The American Banker

December 10, 2001, Monday

HEADLIME: Agenda hems Thought Deasl Revived by Enron's Fall
BYLIME: BY ROB GARVER and MICHELE HELLER

BODY:

Several congressional and regulatory 1ssues that were shelved aficr the Sept,
11 terrorist attacks -- ranging from the technicalities of bankrupoey law to
high-profile questions about the integrity of financial professionals== have
Been thrust back onto the agenda by the collapse of Enron Inc.

Thee need for & multitude of counterparties to safely and guickly unwind their
derivatives coniracts with the mulkibillion<dollar energy conglomerats has
spurked interest in the se-called "netting” lepislation. initially sponzored by
Rep, lim Leach, B-Towa, that has lanpuished in Congress since Last year,

Thee bill would give creditors the avthority 1o "ret out” thelr losses with a
major counterparty that has filsd for bankrupicy, to prevent a financially
harmful domino effect. Camently a judge’s permisaion 1s required to & 30 —
and oflen difTicult b get,

In the aftermath of the Enron collapse, Rep. Lench said, the nesd for the
legislation “should become rather selfevident.”

The revelation that equity analysts at major secaritics firms wens still
advising clients to buy Enron's stock after iis share price had plummeded o
less than 51 spurred Rep, Richard Baker, B-La., the chairman of the House
Financial Services capital markets subcommities, to renew his assault on the
indusiry.

01/ 162002
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FW: Agenda Items Thought Dead Revived by Enron's Fall Page 2 of 3

Rep, Baker, who held hearings on the reliability of equity analysts this
vear, has pledged o find cut "whether the research analysts dropped the ball on
this, and why were 5o few people sware of what was coming or willing v speak up
aboat it."

Finally, the dischosure that the accownting finm Arihor Andersen had signed
ol an financial statements that misstated Enron’s camings by $583 million over
four vears has resurrected questions about the reliability and independence of
accounting firms,

“Thee elfect of Enron's collapse could heve fargzaching implications for owr
economy,” aald Rep. Sue W Kelly, B-M.Y, whao chairs the Financial Services
aversipht subcommittes, *Mistakes or misstatements of this magnitude must not be
repeated. We need 1o determine why required disclosures gave o indication of
these problems until only recently,™

The issues of analyst independence and the reliskility of accountamts will be
addressed in a heoring scheduled for Wednesday before a joint session of Rep.
Baker's and Rep, Kelly's subcommitiees. The House Energy and Commerce Committee
is also expected to hold a hearing next month,

The netting delbate, though, appears most likely te produce a nesw law 1 i
can be separated from a highly controversial bankmuptcy reform bill. Senate and
Houss hudiciary commitiee leaders have balked at allowing a separate wate on it
THE:..' fiave viewed the nancantroversial mething measure as a key part of the
engine they hoped would propel the kankrapicy overhaul package to enactment.

But last month Rep. Pat Toomey, B-Po., infrodiced a standabone bill identical
to the merting measure in the bankruptey bill. He has powerful supporters in the
regulatory community who hive urged Congress to consider netting separately from
bankrapley reform.

"We believe that failure o enact these financial contsact melling provisions
wottld unnecessarily place the financial system at greater risk,” seven top
federal financial repulators, imcluding Federal Reserve Board Chaiman Allan
CGireenapan, Treasury Secretary Paul O'Meill, and Securities and Exchange
Commission Chairman Harvey Pitt, wrote inan Oct. 31 letter to House and Senate
leaders.

Propenents worry that the urgeney for the guick pazsage of a neiting bill has
been slighthy mitigated by the fact that Enron did aot bring down the
miemational derivatives market with 1. Most contrcts wers successfulby
unwound before the comparny collapsed.

"W have a litthe work 1o do te help” lawmakers "wnderstand the risk Earon
posad and hwrw much safer our whole ﬁnu.m.'mls_l,'sb:m wiald be if we cowld pass
these netting provisions,” Rep. Toomey said.

During highly publicized hearings on the Bsee of analyst independence last

summer, Rep. Baker said that he was reluctant to impese a legislative sokution
am what he saw as a crisis of credibility in the world of eguity analysts— but

01/16/2002
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FW: Agenda [tems Thought Dead Revived by Enron's Fall

that he was willlng 10 eonsider that possibilitye.

The industry responded with a set of voluntary guidelines. In the hearing
Wednesday, Rep, Baker will likely ask why those guidelines did nod prevent s
af |5 analysts following the company from listing Enron as a "strong buy® just
days before is bankruptey filing. According 1o a news release isued by Rep.
Baker's staff, even as late as Mo, 27 only one analyst hod advised clients fo
sell Enron sharzs,

The Bsaue of Enron’s accounting problents will likely lead to a reprise of
last year's debate over whether firms that audit a public company’s books showld
be allowed 1o aceept lucrative consulting contracts from that company as well.

Andersen made more [asg vear from the consulting services it sold ve Enron

than it did for auditing the ensrgy company's boaks, and critics have said that
the auditors may bave bent the rules for a prefermed client.

01/16/2002

Page 3 of 3
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Smith, Amy

From: Srith, Amy

Sent: Friday, Decembar 14, 2001 10:08 AM

To: %ﬁ richard mall.nause.ﬁ-.r

Subject: . Enran and Bankruptcy Bill — ABI Website
F¥1

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 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.

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
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 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 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
Enren account, and Andersen employees involved in the company’s audits. The requests
cama after Joseph Berardino, Andarsen’'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 entities that brought about Enron's
financial downfall.

Enron Seeks Supplier to Take Over California University System Powers Contract

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 gustﬂrda]r.
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 bankruptey protection Dec. 2.

Enron Contract Hearing Moved To Dec. 18
A bankruptey court hearing regarding embattled Enron Corp.'s motion to negotiate, end or

1
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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 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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From: Smith, A

Sent: Thursday, Movermber 23, 2001 6:15 PM

Tos gw _fichard@mail house.gov'

Subject: . A Dow Jones Mewswires Column: Enron's Derivatives Could Test Courts [discusses

bankrupley nelting issues)

F¥1. Have you heard anything new abouf moving Pat's bil?

Amy
November 29,2000 j N :_:I

IN THE MONEY: Enron's Derivatives Could Test Courts

By CAROL 8. REMOND and PHYLLIS PLITCH
A Dow Jones Newswires Column

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

Enron Corp.'s (ENE) much-anticipated bankruptcy filing, if it indeed comes, is certain 1o 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.

Linlike other creditors whose claims will be stayed under U5, bankmptey 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 partners,

Built in the bankrupley code are exemptions for securities or commaodities contracts. These safe harbors were
developed over the years as a sort of security blanket for the vital hedging functions that these transactions
provide.

"These special rules are desi to avoid a domino effect,” said a bankruptcy lawyer, who like many contacted
for this column, declined to be identified given the likelihood that he'll end up representing one or many parties
involved in Enron's expected Chapter 11 filing,

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

The problem is that Enron will likely question attempts 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 magnitede 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 vale
i5 lefl in Enron's assels. That's an issue that will te 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 1o billions of dollars of derivative contracts designed
to enable the company and its trading partners to hedge, among other things, against rapidly fluctuating energy
ices and foreign exchange volatility - stabilizing otherwise uncertain markets. By its own account,as of
cember 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 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

1
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government repurchase agreements,

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

More recently, County's 1994 bankruptcy following its derivatives debacle and the bitter dispute
surrounding German's Metallgesellschaft Ag for breach of forward petrolenm contracts suggests that
acrimonious and lengthy litigations might be in the offing. In the latter case, many counterparties setiled out of
court and took "haircuts” after a judge ruled that independent petroleum marketers who entered into long-term
hedping 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 sctions.

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

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

Derivative contracts are built around master agreements developed by the International Swaps and Derivatives
Association. As far as its power purchase deals po, Enron is said to have favored master agreements drafied by
the Edison Electric Institute, which draws Inawfy on ISDAs Blueprint,

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, 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 bankruptcy 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 1o 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 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 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 1o be bad news for some counterparties. Because if they're owed money by Enron on their netted
derivative exposure, they'll have to join other unsecared creditors, likely receiving little of their claims. The
bonds and bank debt of Enron took a nose dive after Dynegy rescinded its merper offer, with trading levels
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 remondiddowjones.com
{Phyllis Plitch contributed to this column.)
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amith, Amy

From: Upchurch, Canal

Seont: Tuesday, January 22, 2002 7-33 AM

To: Eichner, Matihew; Hunt, Betty Ann; LIBRARY, REFEREMNCE; Smith, Amy
Subject: Fisd I:lﬂly Briefing for Tuesday, January 22, 2002

From: AmericanBanker.com [mailtordailybriefingRadMERICAHBAHKER. C0M]
Sent: Tuesday, Janvary 22, 2002 5:20 AM

Tot BMERICAMEBANEERELISTS. AMEREICANBAMKEER . COM

Subjiect: Dally Briefing for Tuesday, January 23, 2002

AmericanBanker. com
http: f Seww . anerlcanbanker . com
DAILY BRIEFIHG
Tuesday, January 22, 2002

Flace your advertisememt om Careserfons Online, thes online smpleyment site
awvailable through AmsricanZanker,com, and reach gualifled filnanclal service

professionals. Careerfone Online allows companies to runm ada in both ocur prl

and online products. Position your ad in front of the 130,000 praofessionales
read American Banker daily.

http: ffwww. bankjobe . com/fmerican Benker CareerZone.asp
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HATIOMAL S GLOBAL

In Mexico, Citi Shows Its Emerging Optimism
Citigroup Inc.'s announcement Frlday that 1t plans to add to
its holdings in Mexico should come as no surprlse Lo anyone
Who wWas paying attention the day before, when the Hew York
financial services giant reported fourth—-guarter earnings.

31tPLIFHHH-amerlﬂanhanHer.Cﬂm!tgi-hiﬂf:uud_tagstn:y?EﬂDEﬂleﬂAT;Eﬂi

WASHINMGTON

Legsons of Enron: Did GLE Contribute to the Losseas?

Tha Enron case hag besn spestacular by many measures - as
nass-market scandal, as cautlcnary tele for businesspeople,
and a5 catalyst for accounting changes. But despite all that
has been written, gcant light has been shed on che larger
lezsons Enron halds for financial services companies. In s
geries beginning today, American Banker tackles three
gquaestions confranting the industry in Enron's wake: Did
passage af the Gramm-Leach-Bliley Aot spur instituticons to
take on Eoo much risk in courting the complex company's
business? In view of lenders' axposures, what lesson does the
collapse hold for risk managers? Finally, as Washington
scrutinizes Enron's pension system, what lies ahead for
polisias gaverning retifansnt Sarings?

-

hitp: s /www.americanbenker. com/ocgl=bln/read tagatory?20020122ZWASHSET
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Doubts Being Raised Over Hew OCC Tactic
Once again, the Office of Che Comptroller of The Currency
finds itself on the defensive about its enforcement powers
aver banks.

http: / fwww, americanbanker ., comfcgl-bin/read tagstory?20020122CRRADES2

HATIONALS LOSAL

43 Earninqs: Regionals Tell Different Margin Tales
A disparate group of profit reports at the end of last weesk
offered a snapshot of what went well and what did net for
regional banking companias in the Ffourth guarter,

http: ) /www. amaricanbanker . com/egi-binfread _tagstory?20020122HATLEDD

CARDS

Household Ad Campaign Targets &%145;0pinion Leadera®
Household Internaticnal Inc.'s 512 million national
advertising campaign 1s not - that's right, not - aimed at
making its name a housshold word.

nttp: ffwww.americanbanker.confegl-kbinfread tagetory?2002012202R0535

COMMUNITY / REGTONAL

Banks of Rll Sizes Help HN.Y¥. Firms Rebuild
After terrorists destroyved the World Trade Center bowers an
Sept. 11 and wreaked haves cn lower Manhatban, all work at
Harrle Smith Deslgn, an architectural and fnterior design firm
near ground zero, wvirtually stepped for three months.

http: / fwew, amaricanbanker.comfogi-kinfread tagetory?e0020]12200RELGE

MORTGAGES

MPE Gaining Steadily on Fannie and Freddis
Fannle Mae and Freddie Mac laat year gob a break from the
political and public attackas they had to endure in 2000, but a
growing threat To thelr secondary-market dominance quietly
gained substantlal ground.

ht:p:ffwww-a:ﬁrinanbﬂnkur-:nmfngi—hinfrnad_:agsfnry??DUEDIEIHDREEQE

TECHHOLOGY

Heney Will Take 1%, Considering
Jazk Heney &; Asscciates Inc., 4 ZE=year=cld provider of data
processing scftware and services to banks, says Lt Ls managing
te aveld the sales slowdown many obther Technology companies
are fesling in a weaksning sconomy.

http:ffuww,amaricanbankgr,;ﬂmfngi—hinfrgad_yagstnry?RDGEDIEETECEEEE

INVESTHMENT PRODOCTS

Some Banka Rush In as Rich Investors Get Restive
Some banks and cther financial institutions see a chance
today to attract wealthy investors unhappy with the scrvice
they get from their investment advisers.

2
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kttp: /fwww. americanbanker. comfogi-bindread tagstory?20020122IFR05 54

MARXETS

Keylorp Gets Upgrade on Better Midwest Cutlock
Encouvraging manezfacturing numbers have at least one aguity
analyst taking a more positive wiew on midwestern banking
campanies in general and KeyCorp in parkticular.

hEtp:/fwww, emerlcanpanker. comn/ogi-bin/read tagstory?200201Z2HMONGL2

mEEZESE= - -

SUBSCEIBE TC AMERICAMBANEER . COM

If wou kEnow of someone who would like a two—wesk FHEE trial to
AmericanBanker.com, please foarward them to

http: f fwww . amaricanbanker.,.com/TSUser/user . hitml

and we'"ll start their trial ilmmediately.

AmaricanBanker.com cffers subscribers immediate accesa to the complete
aWard=winoing content of the daily American Banker newspaper and an
1E-month Zesrchable Archive of back issue articles. PLUS, you'll receive
links to primary sources, intraday nows break, expanded access to data
and gtatciatica, and filtered acoess to third party information resources.

Thomson Financial Conferences & Exhlblitions iz the premier producer of
financial service events. Our avents are aupported by the publications of
Thomson Financial and cowver a broad range of topica including e-commercs,
retail banking, customsar relationship management, small business bhanking,
mortgage technoalogy, credit and debit cards. collections and insurance.

V1IsitT our website AT W Lliconferences.com or call BEOO-803-3424 or
212=p03=6093 For further infarmation.

If ywou have any guestlons or would like to unsubscrlbe, please feel free
to contact our Customer Service Department at custservlamericanbanker.com
or call (A00) 221-1809, B:30 am — 5230 pm {EST).

bApericanBanker. com
hEtp: § fuie . americanbanker . com/

Copyright (o) 2001 American Banker, Inc.
2ll Rights Heserved,
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Smith, Amy

From: Upchurch, Carel

Sent: Sunday, January 20, 2002 &30 PM

To: Eichmer, Matthaw, Hunt, Betty Ann; LIBRARY, REFEREMCE; Smith, Amy
Subject: FW: Daily Briafing for Friday, January 18, 2002

=====driginal Messags-----

From: AMrericenBanker.com [mailtordailybriefingBAMERTCANBANKER . COK|
Sent: Frlday Januvary 18, 2002 5:20 AM

To: AMERICENBAMKERALISTS. AMERICANBAMEER. COM

Subject: Daily Briefing for Friday, January 18, 2002

AxsricanBanker.com
http: ffwww . americankanker.com

DAILY BRIEFING
Friday, Januwarzy 19, 2002

Entire loan origination process mow handled through one source.

Transinion simplifies the lcan origlnation prosess by handling everything frem
start to finish: credit approval, fleood determination, property valuwations,
title searches, clesing services and more.

Far mors information, call Translnicon at 1-98E-29%-E787 or wisit
hEtp:ffwww.transuniﬂn:si.cnn!chnckthisnuf_nﬁ.ht:

= - - T T T T e = e

MATIONRL/GLOBAL

Im Focua: In Thia Storm, the Unbrella Worked
When Citigroup Inc. completes the spincft of ita Travelsrs
Property Casualty business two years frocm now, chalrman and
chief =xecutive Sanford 1. Weill will kaap ane Lrﬂphy:
Travelers' red=usbhrella logo.

http: / fwww. americanbanker .. com/ocgi=bin/read_tagstory?2002011BHATLSSY

40 Earnimgs: Double-Digit Increasea In Nine Bualness Lines
Citigroup Inc., powered by strong growth in its global
consumer busingss, ovarcame 56%8 million of charges related to
Enron's bankruptcy and the turmeil in Brgentina to put up
20lid fourth-gquarter prafits, capping another record year.

htto: / fwwe . americanbanker. comfcgi-bin/read_tagstory?200201 1EHATLSS2

MURTGAGES

Mold Crisis Puts Insurers, Lendars in Tight Cornar
In the weeks and months after the Sept. 11 attacks, concern
was widespread in the financial services industry that
coemmercial real estate lending might go into a freezs without

a comprehensive angwer o bthe guestion of terrorism inaurance.

http: s fwww, americanbanker, comSogli-bin/read tagestoryr200201168MORGEST

WASHINGTON
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D.C. Speaks: 30 Minutes with the President: Financial
Exocutivraes Fross Terror Case

WASHIMGTON - The chief executives of 100 of the country's
largest financial services companies went to the White House
on Thuraday to remind President Bush that they support his
efforcs ta abtimulate the econamy, and to tell him that & key
toe dolng that is bo eatablish a fedsral berrorism reinsurance
svstem,

htep: / fwew, americanbanker . comf/ogi-bin/read tagatory®20020118WASHSGE

Enron, EBlection Sean Directing Mew Sessicn
WASHINGTON - When Congraess cpans for official business next
week the problems exposed by Enron Corp.'s collapse will
dgominate the attention of the financial services pan=ls but
won'L steal the limelight completely.

htep: / fwwd, amarlcanbanker.comfogli-bin/read tagstery?20020118WASHSET

Place your advertisement on CareerZone Online, the cnline smploy=ment site
available through AmericanBanker.com, and reach gqualified financial sarvice
professionals. CaresrZone Online allows companies to run ads in both our primt
and enline products. Position your ad in front of the 130,000 professicnals who
read American Banker daily.

hitp:/fwww.bankjoba.con/Anerican Banker CareserZone.asp

- - - e il .

Review 2001/Fraview 2002
A complete set of links to American Ranker's saries of
articles analyzing the key thenss of last year and
anbicipating what's coming Ln the year ahead.

http: £ fwww. americanbanker . confocgl=-bindread tagetcory?20020114R0MESTT

MATTONALSGLORAL

Q) Earnings: Regions Up; No Surprisas from FHO, Bank af H.Y.

Heither PRC Financial Service Group Inc. nor Bank of Hew York
Ca., surprised Wall Street when they reported fourth-guarter
earnings on Thursday.

http: //wew. americanbanker. con/ogi=bin/read bagstory?Z0020119HATLEYS

TECHHOLOGY

Bank of Internet's Profits Buck Web Trand

Hank of Internet USA;, a folksy little Web-only bank that
opaened on July 4, 2000, with $14 million of wenture capital.
gaid this month that the faurth gquacter was its firat
prafitable one, and that it had ended 2001 with 5200 milllom
of asssta. The San Diego company said it cressed into
the black in Ssptember, and posted a proflt of $170,000 in the
fourth gQuarter, compared to a less of 332,000 in fthe year-
earliar pericd,

http:jfuww.amarinanhankﬂr.cnmf:qi—hinHrznd_tag::urr?EDDEDllBTECHEEU

CARDS

Hext-Generation Systems Half a Generation Away
5
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Imagine walking imto a store with & smart card in your
pocket, pleking the merchandise you want, leaving, and hawing
all the items charged to your card sutomabically.

http:/ fwww.americanbanker,com/ocgi-bin/read tagetory?20020118CRRDEE4

IMVESTHENT PRODUCTS

Banka Weligh Outsouraing Low-Yield Money Funds
Bz money fund profits fall with interest rates, banks with
Emaller money fund camplexes are increasingly consideeing
outecurcing thair managemsnt Ba larger fund companies.

http://www, americanbanker., com/ogi-bin/read tegstory?2002011EBIFRDSSE

COMAUNITY S REGLONAL

Small-Bank Fundsx Hot Ees=n dutpacing Big dnes
HMutual funds made up of small-bank stocks far outperformed
large-bank atock funda and general indexes last year, butbt few
analysts expect that trend to continue thia year.

htep: S fwww, americanbanker .. comfogi-bin/read tagatory?20020118C0RG55G

EDBECRIBE TO AMERICAHBRHKER, COM

If yeu know of someons who would like a two-wesk FREE trial to
EmericanBanker.com, please forward them tao

htop: f fwew, americanbanker . com/ PSUaerfusar . html

and we'll start their trial immediately.

AmericanBanker.com affers subscribers immediate access to the complete
award=winning content of the dally American Banker newWspaper and an
18-menth Searchable Archive of back issue arbicles. PLUS, youn'"ll receive
linka to primary scurces, lntraday news break, expanded access to data
and atatisrics, and filtered access to thicd ['_“-EII.'1.:,' informaticn resources,

Thomson Financial Conferences & Exhibitions is the premier producer of
financial service ewents. COur events are suppoerted by the publications of
Thom&on Financial and cover a broad range of topics including e-commeroe,
rerail banking, custamer relaticonship managemant, =mall Businsss banking.
mortqage tE'EJ'!HC-LCIg':f, cradlit and deblt cards, collestions and ifnsurance.

VWisit our website at www,tfconferences.com or call 300=-B03=-3429 or
212-803-a0%3 feor further infermaticon.

=

If you hawe any guestions or would like to unsubscribe, please fesl free
ta santact cur Customsr Service Department at custservdamericanbanker.com
ar call [BOD) 221-180%;, #:30 am - 5:30 pm (EST).

AmericanBanker. cam
hitp: £ Swww . americanbanker , com)

Copyright {g) 2001 American Banker, Inc.
#Aill Rights Aeserwved.
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From: Upchureh, Caral

Senkt: Thursday, January 17, 2002 7:28 AM

To: Eichner, Matthew, Hunt, Batty Ann; LIBRARY, REFERENCE; Smith, Amy
Subject: FW. Dadly Briefing for Thursday, January 17, 2002

————— original Message-----

From: AmericanBanker.com [mailtosdailyvbriefing@sMERICANBANKER,COM]
Sent: Thursday, January 17, 2002 5:20 oM

To: BMERICANSAMEERELISTS. ABMERICANBRMEES, COM

Subject: Daily Brisefing for Thursday, Januasrcy 17, 2002

BmericanBanker . com
ht tp fSwww, apericanbanker . com
D& 1LY BEIEFIKG

Thursday, Januwary 17, 2002

—— Ll b a1 -4 ]

Entire loan origination process now handled through one source.

Translnion eirplifies the loan arigination progess by handling everything frem
atart to finish: credit appraval, flood determination, property valuvationa,
titls assarchea, closing ssrvices and more.

For more informatiomn, sall TransUnicon at 1-88B-29%-E787 or wvisit
hrtp:Hfﬂww.rrnnnuniqnssi.cmmf;hﬁ;kthismu:_ﬂﬁ.htm

- - T T T T e T e O O T T T T

HATIOKAL /GLOBAL

43 Earmings: JFM-Chase 3Sees Credit Woraening, Enron Balde

For an indicaticn of just how difficult J.F. Morgan Chase's
fourth guarter was, consider that by the time it repeorted
parnings; 52.4 billion of Enron Corp. exposure seened 13ke
goocd news.

http: //www.americanbanker.com/egi-bin/read tagetory?20020117HATLE24

CRARDS

Frovidian Zells Loans, But {Surprisae)] Hot Subprime
Providian Financial Corp.'s decision to sell 58.2 billion of
its bBest-guality credit card loans to J_P. Mporgan Chase &; Ca.
Was & sSurprising move, even given its need to raise cash oand
satisfy regulators pressing the tottering company to get back
on its feet.

http:f/wew.americanbanker.com/ogl=-bin/read tagstory?200201 07 CARDSA0

HETIOKAL/GLOBAL

4§ Earnings: Sleangp Work At Bank 9ne Almost Owver
After nearly two years at the heln of Bank One Corfp.,
chairman and chief executive afficer James Dimon 1s stdll
aleaning hovse but may finally be approaching the end of a
lengthy restructuring at the 5345 killion-asset banking
company.

http://wew. americanbanker, com/egi-bin/read_tagatoryr2002011THATLIIE
13
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40 Earnings: Loss for Key) Comerica, ZouthTrust Surge
Eeylorp, like many blg banks, had a tough foursth guarter Lo
end a tough year, Unlike mast of its
competitora, however, HKey's top management may be running out
cf time to show a significant improvement - whether or not the
epConomy cooperates.

http: /fwew, americanbanker.con/cgi-bin/read_tagstory? 2002011 7HATLISD

MARKETS

Cltigreup May Break Silence Today on Exposurs to Enron
What 1s currently the biggest mystery on Wall Strest may be
solvrad today, when Cltigroup Inc. holds its fourth—-guarter
maeting with analysts. Then again; it may not.

http:Ifwww.araric;nbnnkar-cﬂmf:gi—hinHrnnd_tagstnrf?ﬂﬂﬂﬂDll?HHﬂHilL

WARSHINGTOHN

Treasury O0fficis]l Renewa Call for Better Dlacloaure
WASHINGTOH = Peter R, Flahsr, the under secretary for
doemeatle fimance at the Treasury Department, spoke publicly
Wedneaday for the first time since his name was dragged into
the Enron Corp. scandal last weelk.

http: )/ www. americanbanker. comfegi-bin/read tagetory?20020117TWASHSE]

Flace wyour advertlisement on CaresrfZons Onmline, the online smploymsnt site
available through BmericanBanker.com, and reach gualifised fipancial service
profesaionals. Caresrfome Online allows companies to run ads in both ocur prink
and onling preducts. Pasition your ad in front of the 130,000 professicnals who
read American Banker daily.

RLLp: f fwew . bankjobs . comdAmariocan _EEHKEI_‘:&IE‘E‘I’ Sone. agp
T e e e e e === MORTEAGES

MatBank Builds Origination Engine with Pair of Deals
With its two agguisition deals last year, HetBank Inc.
quiektly but guickly wanlted its=1f into a top=20 mortgage
Lender and & major player in both online and offline home loan
banking.

http://wew, americankanzer.com/ogl-bin/read tagatory?2002010THORES2SE

TECHHROLOGY

State St. Stake Im Tech Firm May Spur Bggregaticon
State Strest Corp.'s agreement to take a minority sbtake in
ByAllAccounts Inc. and affer the Woburn, Mass., company's
acoount aggragation services to State Street's invegtment
advisers is a boost far the technolagy, which has yet to make
much bheadway in the Cconsumer margat,

http: Hfwww.amerlcanbanker ., com/cgi-bin/read_tagstory?20020117TECAS1E

COMMUNITY f REGIOHAL

Farm Credit Mational Charter Flan Dead
13
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It's official: The Farm Credit Syastem's top regulator says he
will not reintroduce the controversial natiomal charter
prapesal, whiszh would have allowsd the system's lendezs to do
business outalde thelr gecgraphic territories.

http:/ fwww . americanbanker. com/egi-bin/read_tagstary?20020L1TCORGS2T

INVESTHENT PRODOCTE

BIM Offers 401k} far Bualmesses with 1 Emploves
AIM Investmant Management hag taken advantage af tar-law
changes to unwveil a 4011k} plen for people who work alone in
thelr aWn buainesses.

http: £ fwww . americanbanker . com/egi-bin/read_tagstory?20020117IFRD514

MAREETE

Wami Expests Mare Chargeaffs, Fewsr Deals in '02
O the heels of a blockbuster 2001, in which it built through
a gerlesa of acquiaitions and benefited from a strong intersat
rate tallwind, Washington Motual Inc. is charting a wery
different couras for this year.

http:ffwuw,amg:ic;nh;nknr-cum!cgi—binjread_tag:tnry?EﬂﬂEﬂleHHDHEEB

Hartford Life's Fund Famlly Is ARnother Link to Ranks
Hartford Life was one of Che flrst insurers to expand inta
mutwal funds, in 1996, and it looka to this added product
capability to strengthen its relationships im the bank
digtribution channel,

http: S Swww, amerlcanbanker., comfegi-bin/read_tagstory?20020117IKER53T

SUBSCRIBE TO AMERICRANBRNELR. UM

If you know of scomaecne who would like a two-week FREE trial Ec
AmaricanBanker.com, please forward them fLo
http:ffuww.nmzriuanbanker.tﬂmfFSUEEIftEEE.hEHL

and we"ll stark their trial imrﬂd:ately.

ImericanBanker.com offers subscribers immediate access to the complete
award-winning content of the dally Bmerican Banker newspapsr and an
1B-marth Searchable Arshive of back isszue articles. PLUIS, ywou'll receive
links to primary sources, intraday news break, expanded accoess to data
and statistics, and filtered access to third party information réescurces,

Thomson Financial Conferences & Exhibltions 13 the premier producer af
financial service ewents. Our events are supported by the publications of
Thomson Financial and cover a broad range of toplecs including e-commerce,
retail banking, custamer relaticnship management, small business banking,
mortgage Eechnology, oredit and deblt cards, cellegtions and inzurance.

vialt our webalie at wwW,tfoonfersnces.com or call d00=603=3424 or
212-803-£093 far further informaktion.
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if vou have any guesticns or would like to unsubacribs, please fesl fres
to contact our Customer Service Department at custeserviamsricanbanker, com
or gall {8GQ] 221-1B0%, 8:30 am = 5:30 pm [(EST}.

AmericanBankar. com
http: /Swww, ansricanbanker . coms

Copyright (=} 2001 American Banker, Tonc.
Bll Rights Reserved.
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Smith, Amy

From: Upchureh, Carol

Sent: mnm'ghﬂmuw 08, 2002 7:30 AM

To: Eichner, gw; Hunt, Batty Ann; LIBRARY, REFERENCGE; Smith, Ay
Subject: FW: Daily Briefing for Wednesday, Jasuary 3, 2002

————— Driginal Message-----

Frem: BmaricanBanker.ocom [mailto:dailybriefing@aMERICANEANKER ., DOM]
Sent: Wednesday, Januwary 03, 2002 5:20 AM

To: RMERICANBAMKERALLSTS . RMERICANBAMKER, . (04

Subdect: Daily Briefing for Wednesday, Janvary 9, 2002

BmerlcanBanker.com
htop: / fwww, americanbanker . com
ORILY BHIEFIMGE

Wednesday, January 5, 2002

FREE WEBCAST: Authentication & Ruthorization in the Financlal Industry

Join Stews Ellis, Esecubtive Wice President, Wholesale Inbernet Sclutions fer
Wells Fargo, along with Metegrity and BicHetrim, for a free weboast. Learn
the trends and directicns for increased ascurity through authentication and
authorization within financial instituticons.

Wed,, Jan. 16 - http://wWw.bionetrix. comSwebinar

IHNVESTHENT FRODUCTS

Mellon Pays a Price with Fa. for Exit From Retail
Mellon Financial Corp. felt scme backlash from its home
state's govermment for getting cut of consumer banking when
the Fittsburgh banking company was passed over for a contract
to run the state's tax—free college investment plan.

htep: S fvwird. amaricanbanker  comfegi-bin/read tagstory?20020109I2RD31D

WASHINGTON

SZarbanes: Yield Spread Issuse on My Agenda
WASHIMGTON - In a signal that fair-lending issues will remain
a staple of the Senate Banking Committee agenda this year,
Chairman Paul Zarbanes hauled industry representatives up to
Capital Hill on Tuesday to defend the payment of yiepld-spread
premiums to mortgage brokers.

RELp: ffwwe . apericanbanker. canfogi-bin/read tagstory?20020109CAHRNDIZE

TECHMOLOGY

The Tech Scene: Can the Web Expand Wealth Management?

The Internet has clearly made it sasier and more affordsiole
to reach "mass-affluent™ customers, Who in previous years
would pot have been conslderesd attractive prospects for wealth
Idﬂﬂﬂ&ﬂﬂht gervices,

Rttp: S fwew,americanbanker.com/ogi-bin/read tagstery?20020109TECHI2S
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CARDS

Eig Is Bask i & Big Way In Net Cross-Harkst Deals
Croga=marketing allisnces batwzen financial institutions and
big Internet propertles are back, and they are bigger than
avar,

http:/ fwww,. americanbanker, com/cgl-bin/read tagqetory?20020L08CRARD312

HATIONAL/GLOBAL

Recessicn-Proof? Het Texas Deal Climate Could Chill
Texas has been having its share of woes - Enron Corp.'s
failure,; oil prices declining, and technology companies and
airlines in distress = none of it good news for the banking
induatry. But opiniens differ on how severe the impact on
Texas® sconomy will be.

http: / Swww, americanbanker , comfogi-bin/read tagetory?20020109HATL 324

Bevise 2001/ Preview 2002
A complere et of links to American Banker's sariss of
articles apalyzing the key themes of last year and
anticipating what's comlng in the wear ahsad,

http: / fwww ., americanbanker, comfcgi-bin/read_tagstory 2002 01 09HONE 334

Flace your advertlsement on Careerfone Online, the anline employment site
availabkle through AmericanBanker.com, and reach gualifled financial aservice

professiconals. Careserdcone Online allows companles To run ads in both our print
and online products. Position wour ad in front of the 130,000 professionals who

read American Banker daily.

hEtp: / Awww . bankjohs . cam/hmerican Banker CarsarZone.asp

MAREETS

Capital Cme Downgraded On Delinguency Worries
Jordan Hymowitz an eguity analyst with Robertson Stephans
Inc,, the San Francisce investment banking unit of FleetBoston
Financial Corp., has downgraded the credit card specialist
Capital One Financial Corp.

http:jfwww.amnrinnnhanknr.cnmingi—binfrnad_tagstnry?ﬂﬂﬂﬂﬂlﬂQHMﬁHJEE

MORETGREES

Multifamily Seem Carrying Commaercial Beal Estabs
Multifamily lending and dewslopment should be the bright spat
in an otherwlse dim commarcial real estate market this years;
savaral industry observers said.

htep: f Swend. anericanbanker. cam/egl-bln/read cagatory?20020108MORGS 20

COMMURITY /EESLOKAL

Another Desl [or Boston Bank?
16
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Kegvin Cehes has speant the last twe years working to reallize
his dream of building his =mall, black-ocwned bank into a
naticnwide franchise, and he sxpects to mova clasar to
achieving that goal early this year.

htbp: / fwewe . americanbanker . canfogi-bin/resd tagstory?20020109C0RGILS

CARDS

Card Companies Sell EBura's Convaniancs
{redit card companies ara viewing the convarsion te the euro
a5 a unigue oppertunity to beast adopticn of credit cards in
Europe, where debit cards hold sway.

hitp: //wew, americanbanker .com/ogi-bin/read tagabory?200Z20103CARD31S

IHVESTMERT FRODUCTS

Banks Rewarding Brokers Who Go Pes-Based
In an effort to attract mooe high-net-worth investors,
several banking companies are either offaring or planning ta
pay their brokers more money vp-front to adopt fee-based
compensation models in place of commission-based ones.

hibp: / fwwe americanbanker . comfogi-bin/resd tagetory?20020109IFRDILE

HATICHAL/GLOBAT

Praview 200%: Terrorism Insurance CDentral to Coordinating
Counzil Flan
WASHIMGTON - Financial services lobbyists outlined & comman
agends Tuesday, and in tEhe process sought to demonstrate that
their historically fumultuous relaticnship has mabured 1nta a
poweriul lobbying force.

http: / fwww, americanbanker. condegi-bin/read_tagstory 2002 0109MATLIZE

SUBSCRIBE TO AMERICANBRNEER . C0M

If you know of somecne whoe would lLike a two-waeek FREE trial to
AmericanBanker.com, pleasse farward them to

hbtp:/ fwww . americanbanker . com/PS0sers fuser _htal

and we'll start their Lrial immediately.

AmericanBanker.com offers subscribars iommediate acoess to the camplets

award-winning content of the daily fmerican Banker nowspaper and an

1E=manth Searchable Arohive of back issue articles. PLUS, you'll recsive
Links ©o ['_“-:I:'.'i.fl:E:]r BEdoUrsss, irlt.r."ﬂd&.}r fEws bresk, Expa.r!lliEnﬂ aocess Lo data
and Btﬂtiﬂtlr’."ﬂ, and filtered acoess Lo Chircd P&.I‘."'L]-’ information reaources.

Thamzon Financial Conferences & Exhibitions 1s the premier prodacer of
finanslal service events., Our events are supperted by bhe publicationg of
Thamsan Flnancial and cover & broad range of topics including e=oommerce,
retail banking, customer relaticnszhip management, small business banking,
mertgage technolagy, credit and deklt cards, collectlions and imsurance.

wiglt our website at www, tfconferences.com or call d00=B03=3424 or
Z12=-8053-80%3 for further informaticn.
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If woau have any questlona or would like to unsubscribe, pleass fesl iree
ta contast aur Customer Service Department at custservBamericanbanker.com
or call (300) 221-1809, 8:30 am - 5:30 pm [EST).

EmericanBanker.com
hotp: Sdwaw. americanbanker . comns

Copyright [c)] 2001 Afmerican Banker, Ind.
REL1 Ril'._'rl"ll:ﬂ Basaryad,
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Smith, Amy

From: Lpchureh, Ganal

Sent: Manday, December 17, 2001 8:01 AM

Tox Eichner, Matihew; Hunt, B‘E’l’h‘.‘nﬂﬂ LIBRAH"I" REFEREMCE, Smith, Ay
Subject: FW: Dally Briefing for Monday, December 17, 2001

————— Uriginal Hessage--———-

Fresm: AmercicanBanker.com [mailtorbriefingdtin.com]
Jent: Monday, December 17, 2001 5:20 AM

To: Daily Briefimg

Subqject: Daily Briefing for Monday, December 17, 2001

fmericanBanker. com
http: f fwww. amecicanbanker . com

DAILY BRIEEFINHG

Monday, December 17, 2001

ik ] I S N N S N N S O S I S N N N N O N N N

Flace your adwertisement on Careerfcns Online, the aonline employment alte
available through AmericanBanker.com, and reach gualified financial servica
professionals. Careerfone Online allows companies to rum ads in both our print
and anline products. Positlion your ad in front of the 130,000 professionals who
read Bmerlican Danker daily.

http://www. bankjobs. com/fmerican_Banker Careerfone.asp

HETIORAL/ GLOBAL

Bank One: Microsoft Deal Breaks Mew Ground
Distancing themselwes from the Internet banner ads that their
cempany spent millions on in the late 19%0s5,; Bank One Corp.
axecutives said Friday that advertising is just one component
af the blackbuster snline marketing deal they have signed with
Microcaoit Corp. and Lhab the comprehensive two-wWway agreement
marks & new leval of scphistication in Web marketing.

http:/ fwww, americanbanker. com/cgi-bin/read_tagstoryd20011217C8R0E10

For How, Big Adirlines Say Ho to Guaranteed Loans
SAN FRAKCISCO = Monkths afker President Bush signed an airline
ald package that incluced 510 billion 1n lean Juarantesas, only
twa amall airlines have applied ke participate in the program.

http: /) fwww, americanbanker ., com/cgl-bin/read tagatory?20011217HATLEOY

WASHIRGTON
In Focus = FDOIC: Plenty of Credit Still Going Untapped
WASHINGTON = Thera's no guastion that lending, like many
busimessas, 18 in a slowdown.

hrtp!jjuww.nmnricunbnnqu.nnmic@i—hinfrnnd_tagstnry??ﬂﬂ]]EITHARHEZE

CAEDS

Fieat®s Hew Card Chlef Wants Deeper Relationships Bankwide
46
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It all sounds sooewhat daunting: Hot only has Patrick J. oll
Bean theust suddenly inta the job of his longtime mentor, he
alsa is talking ahout crass—selling at a busimess - Flaet
Credit Card Services - that manages to ganerate only 2% of its
mew accounts that WA,

http:/ fwww, americanbanker, comn/egi=oin/read tagstory?20011217CARDELS

EORTGAGES
Commarcial Real Estate Market Seen Staying Soft
Tysen's Corner, an caals of teny atores and corporate olficea
in merthern Virginia, is feelimg the plrch of the recesalion.

http:ffwww.arg:i:nnbankzr.:amf:gi—binfrcad_tngacgry?EﬂﬁlIE;THﬁHGHIE

MARKELS

FPreferrod lasues: Dredit erivatsives et Theildr Chanoe to Shine
Even in the early stages of Enron Corp. s collapse, financial

seryices instituticons faced a bBalansing act between two major

conglderaticns, [inancial risks and customer relationships.

htbp: / fwwe. americanbanker . comfogli-bin/resd tagstory?2001121THHONALZ

INMVESTMENT FRODUCTS

"52%" College Flans Grow by Hundreds of Millions
A% students prepare for thair college board exams, here is an
analogy that isn't found in & Frinceton Review manual but
probably is a college prerequisiter

http: /fwew.americanbanker . confogl=-bin/read bagstory?20011217IPRDEL]

UHLINE BANKING

Caorillian, 51 Beach Agreement in Patent Disputa
Twe rival companies that sell e-finance and e-bhanking
saftware have buried the hatchet in a long-running Datent
infringement lawsuib: Corillian Cozp. has agreed to license a
31 Corp.-patented system it uses.

hittp: /fwww, anericanbanker. confogi=-bindread bagetery?200112170LEBHBES

COMMONITY FREGIONAL

Bank Payday Loan Deals Scrutinized in Colo. Case
Inn state regulators' fight against the payday lending
industry, all eyes are on Deaver, where a district judge bs
egpected Lo rule before the new year Whether Colorado's
lawsuit against Boe Cash Express Inc. can proceed,

htep: S/ Swww, americanbanker.comfogi-bin/read_tagstoryv20011217C00RGAZ]

WASHINGTOH

Brokers Brace for Senake Probe
WASHIMGTON = The same Senate subcommittes that took on tha
banking industey during two bruising investigations of money
laundering through private and correspondent banking
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operations is now asking the securitlies Industry to atep inta
the ring.

hLLpr!Fﬂww.umericanhanker.cnmfcgi—hin!rcad_tagstnry??ﬂﬂlIELTHAEHEIH

BT T 19 - =

SUBSCRIBE TG AMERICANBANKER.COH

If you know of someone wha would like a two—-weak FREE trial ko
AmericanBanker.com, please faorward them to

hittp:/ fwww . americanbanker . com/PS0ser/user. html

and we®ll start their trial immediately.

AmericanBanker.com offers subscribers immediate access to the complete
award=winning content of the daily Anerican Banker newspape=r and an
lE=month Searchable Archive of back ifs2sge articles. PLUOS, you'll recsive
Links =a primasy sourees, intzaday fews break, expanded access Eo data
and statistiecs, and flltered access to chird party lnformatlion rescurces.

Themsen Financial Conferences & Exhibitions is the premier pooducer of
Financial service events. Our events are supparted by the publications of
Themsan Financial and cover a broad range of topics insloding e=commersoe,
retail banking, customer relationship managemsnt, small business bankling,
mertgage technolodgy, ocredit and debie cacds, collections and insurance.

Wiglt our wWebsite at WwW.tfconferences.com or call H00-303-3424 or
£1d=403=a0%1 for further informatlon.

== EDosEEsEESSomDoDm=o

If you hawe any gquesticons or would like to unsubscribe, plesse feel frae
Lo contact cur Customer Service Department at custservdamericanbanker.ocos

ar call [800) 221=-180%, #:30 am = 5:30 pm (EST).

AmgricanBanker. com
http: f faww . arericanbanker, com/

Copyright (b 2001 American Banker; Inc.
All Rights Resecwed.
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Smith, Am:

From: .‘mu'ch Carol

Sent: Decamber 10, 2001 7-45 AM

Ta: Eu::hnElr Matthew, H m&w Ann; LIBRARY, REFERENCE; Smith, Amy
Subject: FW: Daily Briefing for Monday, December 10, 2001

----- Driginal Message-====

From: AmericanBanker.com [mallto:briefingdab-bb.com)
Lent: Monday, December 10, 2001 3:20 AM

To: Daily Briefing

Subdect: Daily Briefing for Menday, December 10, 2001

AmericanBanker  com
htop: S Swww, amerlcsanbanker . cam
DRILY BRIEFIHG

Honday, December 10, 2001

- —— — e ——— —mm e Eee s e

Place your advertisemsnt on Carserlcons Cnline, the online employment site
available throuvgh AmericanBanker_ com, and reach gualified financial sercvice
professicnals. Careerfens Cnline allows companies to run ads in both our print
and online products. Position your ad in front of the 130,000 professionals who
read American Bankesr daily.

http: S Swww, hankjabs cﬂnfﬁmerlcqn Banker CareerZone.asp

—_——==== === o oo oo ooocoow ——

WAESHINGTOHN

In Foous: Agenda Items Thought Dead Revived by Encon's Fall
WASHINGTON = Several congressicnal and regulatory issaes that
wars ahelved aftar the Sepk., 11 berrorist attacks - ranging
from the technicalitlies of bankruptey law to high-profile
questions about the lntegrity of financial professlconals -
hawe besn thrust back onte the agenda by the collapse of Enron
Inc.

http:/ fwwk. americanbanker . com/egi-binfread tagstory?20011210WASHESD

CRAEDS

Data Let Visa, MasterCard Boast Gadns
Which of the following is true? a) MasterCard ls gaining
market =share on Visay b} Visa is gaining market share on
MagterCard; or < It depends how you're measuring things.

http::fuww.americanbanker.ccmfcqi—hin;read_tag:t::y?zunllzlucnﬂbﬁij

WASHIMGTCN

Pressing Case, FDIC Says Befund May Hit 51.5B
WBSHINSTON - The Federal Deposit Insurance Corp. upped the
ante last week im its battle to prevent Congress fram granting
a major refund to scores of banks, warning that it eoubd end
up costing the thrlift ipavrance fund as much a2 £1.5 billion -
thrae times its original estimate.
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http: /fwew, amerlcanbanker.com/ogl-bin/read tagebory?200Ll1210WASHE Y

MOURTERAGES

Twe Down, One to Go in B of & Subprime Exit
Bank of America Corp., advancing its business and cperational
streamlining, said Friday that it had found a buyver for its
subprime servicing platfcrm, a deal that will remove the
second of three subprime assets it set out to purge itself of
last Adgust.

b =

Bitp://www. americanbanker.comfogi-bin/read tagstory?20011210MORGES?T

MAEKETS

Preferred Issues: Bancassurance Buzz at BHF Paribass' SancWest
BNF Paribas, which completed the last hurdle of its pending
acquisition of BancWest Corp. on Tuesday, is starting to laook

ab ways to crogs=sell BHF products = notably insurance =
through the HancWest network Lo the western United States.

http:/ fwww, americanbanker.com/ogh-bhin/read tagatory?20011210MMINELT

HAT TONAL/GLOBAL

2 of A Resarranges Its Commerclal Exscutive Lineup
CHARRLOTTE, H.C. - Bank of America Corp. has shuffled
execubives in its real e=state and comeercial banking
operaticns in a seriss of moves 1t says was triggeced pactly
by the decislon to consslidate seven commercial sales reglons
into six.

http:Ifwww.arﬂri:anbanknr.:nmf:qi—bin#rnad_taqs;gry??ﬂﬂ1IE1DH#TLE45

MARKETS

Profit, Credit Concerns Hurt Regions Financial
Robert 5. Patten, an egquity analyst at URS wWarburg, trimmed
hig profit egtbtimabtes for Regions Financial Corp. on Thursday,
notlng a poor outlock for revenues and orpedit gquality.

http: S fwww, americanbanker. com/cgi-bind/read_tagstoryr2 00112 10MMONESE

ELECTRCHIC COMMERCE

Bank Outssurcing Trend Sesn Helping Processors
Bryan Keane, an analyat at Prudential Securities, expects
tinancial imatituticns te continue bto owtescurce technology
over the next five years and create a slgnificant opportunity
for transaction proceSSOCS.

http: / fwww.amaricanbanker.com/ocgi-kinfread tagstory?d0011210ELECET]

INVESTMENT PRODUCTS

Merrill: E-Service £#145;:Popular® for Under-£1# Trusts
Saying that sleactronic services have proven “"populac™ with
its less wealthy trust clients, Merrill Lynch &; Co. has
anncunced that it is making permanent a regicnalizaticn of the

1
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trust business to serve CUSTomers acoording to account size
and location.

http: / fowe, americanbanker., com/ocgi=bin/read_tagstory?20011210IFPROE54

COMMUNITY /BECIOMAL

Im Briel: Belmont of Ohio Setbles TwWoe Suilbs
3T, CLARIREVILLE, DOHIO = Alter apending two years embroiled in
lawsuits concerning fraudulsnt loans, Belmont Bansorp has
reached a financial settlement in one case and a "substantial
resclution” in another.

htep: / fuwd. arericanbankeyr. com/ogl=-bin/read tagatary?20011210C0RGE40

Equitable, Despite Layoffs, Pursues Bank Growth
Thaugh Egquitable Distributors Inc. laid off 10% of its work
foree last month; its bank wholesaling wnit stayed largely
intast, apeording to Alex MacGilliwvray, president of the New
York=baged wholesaling organization that diskributes Khe
Eﬂﬂ.@aﬂ'}"'ﬂ imaurance pr-::::lu-:l:e: ta bankes and braoker-dealera.

http://www. americanbanker.com/cgi-bin/read tagetory?20011210INSFR4R

TECHMOLOGY

In Brief: Fiserv Completes 3 Acguisition Deals
ERODOEFIELD, Wis. = Conbinuing a4 long streak oF acquisition
deals, Flaery Inc. has completed three, tws in the Unlted
States and one in Latin Bmerica, and anncounced & fourtch.

http:/ fwww.amaricanbanker . com/cgi-bin/read tagstory?20011210TECHESH

SUESCREIBE TCO AMERICANBANKER.CZOM

If you know of someone who would Llke a two-wesk FREE trial to
AmsricanBanksr.oom, please forward them to

http: f fuww . americanbanker . com/ESUser/user. html

and we'll start their trial immediately.

hmericanBanker.com offers subscribers immediace access to the complete
award-winning content of the dally PBmerican Banker newspaper and an
1B=month Searchable Brcohive of back issue articles. PLOS, you'll receive
links to primary sources, intraday news break, expanded access to data
and stariastics, and [iltered accesa to third party information rescurces,

Thomson Financial Conferesnces & Exhibitions is the premier producer of
financial secvice events. Qur evenks are supported by the publicationa af
Thomson Financial and cover a broad range of topics including a=commercs,
retail banking, customer relationship management; Small businezs banking,
moertgage technology, oredit and debit carda, ocllectlong and Inaurance.

Vigit our website at www,tfconferences.com or call H00-B03-3424 or
212-80%3-&083 for further information.

If yvou have any questicons or would lLike to unsubscribs, please fea]l [ree
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te contact cur Customer Service Department at custserv@americanbankar,

or call [BOOD} 221-180%, #:30 am - &:30 pm (EST}.

AmaricanBanker.oom
http: / Sww, americanbankar, com/

Copyright (cp 2001 American Banker, Inc.
All Rights Reserwed.
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Smith, Amy

From: %¥:fuuth,canﬂ

Sent: reday, December 06, 2001 742 AM

Ta: Eichner, Matthew, Hunt, Ann; LIBRARY, REFEREMNCE; Smith, fmy
Subject: FW: Daily Briefing for Thursday, December &, 2001

————— ODriginal Messagea——---

From: AmericanBanker.com [mailtorbrisfinglab-hb.com]
Sent: Thursday, Decexber 08, 2001 5:20 AM

To: Dally Briefing

Subject: DRaily Briefing fer Thuraday, December &, 2001

AmericanBanker . com
htzp: A Swww, ameri canbanker . com
HRILY HRIEFIMG

Thursday, December 6, Z00]

Place wour advertisement on Careerfone Online, the online employment site
avallable throwgh AmericanBanker.ccom, and resach gqualified financisl servioe
professicnals, Careserfons Online allows companies Lo ran ads in both owr print
and enline products. Position wour ad im fromt of the 130,000 professlonals wWho
raad American Banker dally.

http: /fwww. bankjobs . con/AmeEican_Banker_Careerfons.asp

E ENONENEN O S T T S S T S T T S T T S T T o s L S o o oo oo ——=o

TECHHOLOGY

Several banks that have invested in wirelesa technology are
scaling back expectations for consumer adoption - and at Least
one is pulling back altogrther.

Brtp: /Awei. emericanbanker . com/ogi-bin/read tagstory?20011206TECHS93

WASHINGTSH

For Enron Banks, Wide Latitude on Commarce
WASHIMETON - At a time when regulators are repeatedly issuing
credift quality warnings, and banks are adding billions Eo
their loan=losa proviesions, bank supervisors have been
Burprisingly guist about the aollapse of Enron Corp., the
heavily indebted Houston energy conglamerats,

ntbp: & fwww, americanbanker . comfogi-bins/read tagstoryr200Ll1206WASHEESD

MORTGAGES

Refl Boom Shows Flaws In Servicing Hedging
With homeowners refinancing this year in record numbers,
mortgage lenders® abkiliky to walus and hedge servicing rights
has been seversly tested;, raising guestions about the
effestivensess of technigues uged to hedge riszsk.

http:jfwww.amn:innnbankcr.cnm!:qi—bin!:zad_tags:ﬂrr?!ﬂﬂl]EEEHDRGEGH
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WHEIHIEGTON

FLIC Suits Ralee Fears of Thrlfc Fees
WASHINGTOM - Several dozen large banking companies hawe sued
the Federal Depesit Insurance Corp. for more than Se00
million, zlaiming the agency overcharged them five years ago
when it capitalized the thrift fund at Congress' behast.

http: / fwww, americanbanker . com/ogi-bin/read tagatory?20011206WASHEDZ

HATIOHAL/GLUBAL

Brendsel at Top of Game but Has Freddie Poaked?

Leland Brendse=l lowss crunching numbers, and they all add up
for the chief executive of Freddie Mac, economically and
politically. Afrer enduring public asriticism in the late "90s5,
he helped defuse a threat te the federal financial supparct
Freddie and Fannle Mae enjoy by brokering a deal wWith Congreas
last fall, How he's weeks away from cloaing one of Freddie's

best years aver, with sarnings set to top 2000%s by more than
20%.

htkg: f fwww. americanbanker. com/ogi-bin/read tagstory?2001120EHMATLEES

Amerlcan Banker Honors Killinger

Eerry Eillinger, the prezsident and chiefl executive aof
wWashington Mutual Inc., was named American Banker's Banker of
the ¥Year at & caremony in Maw York Wednesday night. Also
honored were Terrence Hurray, the chaieman and chief executive
of FleetBaston Financial Corp.,; who received the Lifetime
Achievemsent Award; Gordeon Mixon, the CED of Hoyal Bank af
Canada, who waa named Inncvator of the Year; and Josseph M.
Grant, the CEDQ of Texas Capital Bankahares Inc., who was named
Community Banker of the Year.

http:ffwuw.nmﬂri:anhnnkﬂr.cnmfcgi—binjrgad_tagstpry?iﬂﬂl12DEHN?LEBd

MEEKETS

CED: Bank One Chargecifa May Excesd SE00M in 02
Bank One Corp.'s credit costs next year could surpass earlier
gstirmates of SEO00 million if the recession bheacomes sevare,
according to chief executive cfficer James Bimon.

http://wew, americanbanker.com/ogi-bin/read tagatory?20011206MMON59S

COMMUNITY fRESLONAL

Zome Low-Tech Banks finding Boom to Grow
Stockmen's Bank in Hingman, Ariz., sticks o rural tSowns and
avoldas offering electronlc services to 1ts customers - but
that has not stopped it from beceming the largest bank
headquartered im the state.

httpLffuuw.amaricanhnnktr.cnnfcgi—hinfrznq_tagstﬁ:y?Eﬂﬂl1EDBEDRE533

CREDS

Bussian Smart Casd Piomeer Finding U.3. a Tougher Sell
3
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After founding a successful smart card company in RBussia,
Lergei Housmine and his colleagues set «ff far Chicaga, acmed
with plenty of atart-up capital and a firm belief that the
United States was ready for smarct cards. They set op a LS.
headguarters for the Eiberia-hased company they had skarked in
1991, Center of Fimancial Techmologiss Inc., and began
approaching banks and “Wisa with thelr ldes of setting up a
systam analogous to the one they had builk in Russia, which
boasted a fraud rate of 0%,

http: /fwww.arericanbanker. com/ogi-bin/read_tagstory?20011Z06CRRDESL

INVESTMENT FRODUCTE

Lincolin's Mew Bank Chisef to Push Yariablea

Lincaln Finangizl's new chief of bank distribution likes his
chances a lot better than he did in the 1%%02 when he pulled
Fionesr Investment Imc. cut of that channel. It is a matter of
Lin=aln's being well established in sales relationships with
banking companies whereas Ploneer was a newsomar teying to
break in with what it believed was a gocd variable annuity,
aald Btephen Long, whoe 13 now a senier wice preasident akt
Lincoln.

hitp:/fwww, americanbanker.comfogl-bind/read tagatoryr20011206IFRDSS0

SUBSCRIBE TO AMERICANBAHEER. (/0

If you know of someone who would like & two-wesk FREE trial to
PmericanBanker.com, please forward them to

http: /fwww, amaricanbanker . com/PSUsar fusser . html

and we'll start their trial iemediately,

AmericanBanker.com offers subscribers immediate access to the complete
award-winning content of the daily American Banker newspapar and an
ld-menth Searchable Archive of back issue articles. FLUS, wyvouw'll recaive
links to primary sources, intraday news break, sxpanded access to data
and atatistics, and Tiltered access te third party information resources.

Thomson Financial Confersnces & Exhibitlens fs the premiler producer of
financial service events., Cur events are supported by the publizatleons of
Thomson Fimancial and cover a bread range of toples including a-commeroa,
retail Banking, custamer relaticnship management, small business banking,
mortgage technology, credit and debit cards; collections and insurance.

Wisit our webslte at wwW.tfconferences.com or call BOO=503=3424 or
212-803-6082 for further information.

If you hawve any guestions or would like to uwnsubscribe, please feel frec
Lo contact our Customer Service Department at custservBamericanbanksr  com
or call (900) 221-1809, B:30 am - 5:30 pm [EST).

EmericanBanksr . com
http: / fwew . americanbankers . con/f

Copyright [c¢] 2001 American Banker, Ing,
All Rights Reaerved.

e

Q0800000000084



Smith, Amy —

From: Upchurch, Carod

Sent: ursday, Movember 28, 2001 7:37 AM

To: Elchner, Matthew, Hunt, Betty Ann; Smith, Amy
Subject: FW. Daily Briefing For Thursday, November 29, 2001

————— Original Message-----

From: AmericanBanker.ocom [mailtorbriefingiab-bb. com]
Sent: Thursday, Hovenber 2%, 2001 5:20 AM

Ta: Daily Briefing

Subject: Daily Briefing for Thursday, Wovember 2%, 2001

AmericanBanker.com
http: / fwww. americanbanker. com
DAILY BRIEFIHG

Thuraday, Hewvembar 29, 2001

Thomgon Financhial Conferences is prouod to present its premier Money Laundering
Symposium to be held December 3=4, 2001 at che Marriott Wardman Park Hotel in
Washington, O.C. This timely ewvent will examine policy, recently passed and
currantly pending legislaticn as well as practical soluticns for preventing
money laundering activities. For further information or to register olick here:
hkttp: ffvww. tfoconferances. comf/conferences/MLAindex . hitml or call 300-B03-3424 .

WARSHINGTOH

Falth=Based Froxy Item: Laundering Policles
WASHIMETON - Capltalizing on the post=-Sept. 11 push to
toughen anti-money-laundering standards, a ccalition of faith-
based institutional investors has filed sharcholder proposals
with six major financial services companies that would reguirs
them to adopt stricter rules than those in the new anti-=
terrarism law. The resolutisna - ssnt te Civlgroup Inc., J.B.
Morgan Chase &; Co., Dank af Aperica Corp., Mesrill Lynsh &
Co,, FleatBoston Financlal Corp., and Morgan Stanley Dean
Witter &; Co. - were filed by membera of the Interfaith Center
on Corporate Responsibility, a coalition of 275 Lnwestors with
a combined 5110 billicn of asesbe under management.

http: f fwew, americanbanker . comfogi-bin/read_tagstory?20011120HASH43]

HATIONAL S GLOBAL

Wells Fargo Returning To Cost-Control Reoota

SAM FEEKCISCO - Belbt-tightenimg ia back in vogue at MWells
Fargo &; Co., where the brass is conceding that the company
must begin implementing some of the cost-cutting moves already
made by many of ks peers. Detalla are few - managemsent says
it g gtill sifring cthrough next year's budget and cannot
release numbers - but this much is certain: 5398 billion-asset
Walls is targeting ewverything from salaries ko supplies, and
plans ta trim expenses in slow=-growing business linea over the
next year.

http: ffwww.americanpanker .com/cgi-bin/read tagstory?20011123HATLASS
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PFrovidian Ordered Oub Of Subprime

Tightening thelr grip on the troubled credic card issuwer
Providian Fipnancial Corp., federal bank regulators last week
handed the cospany a list of regquirementa to meet over the
next few wesks, inclouding one that will elimimate it from
subprime lLending. Frovidian said Wednesday that
under 1lta agreement with reguelators it must submit by Friday a
plan for managing capital and greowth for bhe next bhree years,
The company, wWhich made its name in subprime, agreed bto stop
such leanding.

http://www, americanbanker, com/ocgi-bin/read tagstary?20011129HATLI4E

TECHHOLOEY

Hicrosoft: Still Server-Crazy After All These Years
Whan William B. Harrisom Jr. set foot on Microsoft Corp.'s
Bedmend,; Wash., campus in August 1%9%, he was helping the
solblware giant usher in a new way of nurturing fresh businass
trom Lirancial institution clisntks. Mr, Harrison, the
prasident and chief executive afficer of what was then Chase
Manhattan Corp., and his entourage spent the full day in
Microsoft's confersnce centaer, a warren of 12 ta 15 rooms
aquipped with fancy avdiovisual egquipment.

http:/fwww, americanbanker. com/cgi-pin/read tagstory?20011123TECHL32

HATIORAL /GLOBAL

Frivate Banking Adlm Drove Deal for CSFB Direct

Though online investing is shrinking naticnally, executlives
at Bank of Montreal say their company's deal to buy Craedit
Suisge Firsr Basron's elackEfanic brokerags unit is all about
growth in U.5. private banking. The 3520 million C3FE Direct
deal, announced Wedneaday, goes beyand just expanding Bank of
Montrasl's online brokerage capabilities, they said. The
company can turn C3FA Dlrect's cne million online brokerage
custecmsrs into a millicn private banking custcmers, they sald,
though mere than half the CS5FB acoocunts are lnactive. And CEOD
Tony Camper said, "Our strategy is te grow in the United
States."

http: /fwww, americanbanker , comfogl-bin/read tagarary?20011129MATLASY

CREDE

Fae=Free ATH Venture Draws Doubt from EFT Community

Executives of elactronic funds bransfer networks say thay are
skeptical about the preospecta for a company that aime ta
create a natigmal network of surcharge-free automated teller
machines to benefit financial instituticns with few oF no
ET¥=s, The company, ATM Maticnal LIS in Washington, says it
plans to seduce major U.5. banks by offering them subsidies fto
cowver the surcharge revenue they may losa,. Ancther salling
point, it says, is that custoasrs of all participating
lnatitutions = which may include community banks, oreditc
uniona, Internet banks, securlties firms, and broXerages =
would have free acocess to a much larger pocl of ATMs.
Customers would even be able bto make free depesits to ATHs
gutside the United States.
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htbp://wew. americanbanker. com/egi-bin/read_tagatoryf200L1125caRDd =g

COMMUMITY /REGICHAL

Executive Changes
Changes at the executfive level in the banking industry.

http:ffwww.americanbanker.com/cgi=bin/read bagstory?2001112BC0RGE 30

IHVESTHMEWNT PRODUCTS

Zurich Chief: REethink thse *Nature of Alsk’

The insurance industry will take a large financial hit from
the eventa of Sept. 11 but will emerge stronger if it can
legarn how to operate in a new environment and "think cthe
uwathinkable, " according to Rolf Hiuwuml;ppi, chairman and CE2O
af Iurich Financial Services. The coming hard market for
insurapce "is an industry oppocrtunity Co deal with some of the
iggues in & manner that is slightly morse sane than we havs
done in the past,® Mr. HEuvuml;ppi said, alluding to the price-
slashing and looser underwriting criteria prompbed by
competition in recent years.

http://www,americanbanker.com/cgi-bin/read tagstory?20011123IPR0MIG

ERBEETS

Enrcn Exposure Hits Cicl, JEM
The stocks of Citigroup Inc. and J.P. Morgan Thaae &y To0.,
the banking companies with the largest lending exposures to
faltering Earon Corp., f2ll sharply on Wednesday. Standard &
Focor's cut the Texas ansergy company’s rating Wednesday to
below inwvestment grade, warning of liguidity problems if its
deal with Dynergy Inc. failed,

http: f/fwww, americanbanker . com/ogi=-bin/read tagstory?20011129HMMOH44E

MORTGAGES

Fannlie's Portfclic Gap Geeeted with a Big Yawn
Lancernd volced recencly by a Galdman Sachs analyst abous
fannie Mas's hedging methods are owveratated, several chservers
ga¥. In a Wav. 16 research note, Howard Shapiro, who covars
Fannie and Freddie Mac for Goldman, Sachs &; Co., ralsed a
warning flag on the October duraticn gap of Fannie's mortgage
portfalia.

hLLp:ffwuw.amgri:nnhankcr-nnmfcg{—binjrgad_taqstn:y?zjﬂif129”5&5139

SUBSCRIBE TD AMERICAHBAMEKER. oM

If you know of somecne who would like a two-week FREE trial to
AmericeanBanker.com; please forward them to
http:IfHWH.ame:i:unbunher.EnmfFSUserfuaer.html

and we'll start their trial immediately.

AmericanBanker.com cffere asubacribers immediate accsds Lo the Completa
award-winning content of the daily American Banker newspaper and an
1B=month Searchable firchive of back issue articles. FLUS, you'll receive
links to primary sources, intraday news break, mxpanded access to data
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and statistics, and filtered access to third party information resources.

Thamegan Financial Conferences & Exhibitions is the premier producer of
financial service evants. Qur avents are supported by the publicaticons of
Thamaon Financial end cover a broad range of toapice including e=canmercea,
retail banking, cuatoemer relaticnship management, =small businesa banking,
mertgage technoclogy, credit and deblt cards, collectlons and Lnsurance.

Visit cur website at wew.tfconferences.com oF call J00=R03=-3424 or
212-803-00%3 for further information.

I[f ywou hava any gquestions or would like to unsubscribe, plaass fasl frae
to contact our Customer Service Department at costservBamericanbanker.com

or call (900) 221-1809, 8:30 am - 5:30 pm [(EET].

AmericanBanker . com
hitp: /Avwew. anericanbanker . coms

Copyright 2001 hmerican Bankser, Inc.
1R

[
Al ights Reserved,

Q0800000000088



amith, Amy

From: KMartin MocGuinnass
Sent: Tlmrsu:iag'.%I Qﬁr“c% 417 P

b Pl AB
Sulbyject: M NE’H‘E for January 17, 2002

FYl....

————— Original Hessage--—---

From: ABR"s Washington Information Hetwork [mailto-WIHEaba.com]
Sent: Thursday, January 17, 2002 10:03 AM

Subject: ABA's WIN Wews for January 17, 2002

ABA'S WASHINGTOM INPORMATION WETWIRE NEWS
THURSDAY , JARHUARY 17, 2002

R R

Raeminder: There will be a4 State Legislative Issues Working Group (SLIWG]
conference call on Tuesday, Janeary 22, at 3:00 p.m. {Eastern Time]. To
participate, call 1=B00=357=0498. There is no access code for the call;
juat ask the operatcr for the AEA sall being hested by Hen Clayton or
Mathaw

Strest. If you encocunter any problems acceaslng the conference call,
pontact ABA's Laura Vogel at 202-663-5%345. To accesa the State Legislative
Izsues MWerking Group area of ABR's Web mite, click here:

http: / fwww. aba ., com membarstonly/ legal fdefault  htm. Thess calls will be
held

every Monday {or Tuesday, if Monday is a holiday) through June teo discuss
stabe legislative issues,

LR R LB B K R T L R L R L 5 B 5 X 21

LEGISLATIVE KEWS
CONGRESSTOMAL SCHEDULE

The gecond sesxion of the 107th Congress will convens on Wednesday, Januacy
23, Z002.

FS0C SEMDS LETTERS TO COHGREEE IN OPPOSITION TO REALTORS® BILLS

Yeaterday, the Flnancial Services Coordinating Counsil, of which ABR is a
membar, sent lettera to all members of Congress expressing opposiclen to
H.RB. 34Z4 and 5, 1839, the realters® bills., The letter sent ©o members of
the House reads as follows:

"The Financial Zervices Coordinating Council (FPS5CCF is an allianca of tha
principal trade organizaticens in each of the financial service sectors
formecd Co addresa 1sgues Chat cut across financial industry lines. Teks
rembers, the American Bankers Asaociation, the american Council of Life
Insurars, the Bmerican Insurance Association, and the Securlities Industry
Association, wish to express their opposition to H.GE. 3424,

"The fundamental purposzs of the Gramm-Lesch-Elilleay Act (GLBAR!I was ta
deselap

a flexible atructure for cur financial system that could adjust to changes
in technology and other aspects of the marketplace. Congress believed, and
we agjrea, that such a flexible structure would increase the soundneas ol
OWE

financial system, pramobte sconomlic growbh, decreage costs, and provide
consumera and businesses with more cholces, Congress recognized that the
legielative procees Le too Blow to kesp pace with changes in technology and

4
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he global marketplacse, a8 demaonstrated by the long history of
Congressiocnal
gridleck prior to GLBA.

"Congress «kpressly gave the Federal RBeserve Board and Treasury the
agthority te auwthorire financial holding companies to sngage in new
astivities in additian to the products and services enumerated in the
statute. In delegating this authority, Congress sought to empaWer
experienced and lndependent rinancial regulatars to make such
deterninaticns, based upon elaborate statutery criteria, that match
marketplase realities. This is what fimancial modernlzation legislatlon is
about: the ability to avolve. H.B. 344 seaks To refturn ta The pre=-GLEA

environment where industry competiteors ask Congress to choose winners and
losers.

"The financial services industey, bthe regulatory agensies, and Treasury ace
in the wery beginnings of interpreting GLBAR. Reopening one of its most
cantral provisicns would ralse a great deal of uncertalnty within the
industry. We therefore strongly oppose H.R. 2424.°

A similar letter was sent ©o members of the Senata.

SARBARNES ASES GRO TD INVESTIGATE QUESTIORS REGREDING FINANCIARL REEORTING
AT
EMFLOYEE IMVESTHMENTS IK COMEPREY 3TOCE

Senate Banking Committes Chairman Paul Sarbanss (D-MD) has ssnt two letters
to the General Accounting Office (GRAO) asking it to ilnvestigats the
adegquacy

af financial reporting and te investigate the prevalence of inwvestments of
employes retiremant funds in company stock, Sen, Sarbanes reguested the
GRD

Lo evaluate the acccunting profession's governance system and to consider
Ehe sxtent of defects that may “ontribute to costly accounmting errors.
Epeciflcally, Ben. Sarbanes asked the GAD to examine: [1]) situations ovrerx
the last 10 wears in which employess hawe had "substantial reticemsst fund
losses™ duse to declines in the value of company stosk; (21 the number of
retirement plans invested in company stock: and (3} the provisions of the
Employee Retirement Income Security Act (ERLSA), the Securities Act, and
et p ] =

Internal Revenue Code that govern company stock retirement plans.

In a pressa stabtemant, Sen. Sarbanes indicabted that he is interasted in
determining whether emplaoyers provide sufficient infoermatien and finansial
education to permit thelir employees: bto understand the cisks of company
atock

retirement investments and whether the S5EC shouwld reconsider explering
application of the Zecurities Act and the Securitiles Exchange Act to define
contribution plans. Sen. Sarbanes said the reported results of Enron®s
bankruptcy "raise significant issues™ about the adeguacy of certain 0.5.
laws and their enfoarcement. The Senate Banking Committes will hold a
hearing to discuss thess issves on Febroary 12. Sen. Sarbanes has asked
the

GAO to report Lts findings and make recommendatioma by Juns 30,

FOTENTIAL REGULATORY RELIEF LEGISLATION

Heouse Financial Services Committes staff have recently indicated the
Copmittee’s intention to try to mowve a regulatory burden relief bill
through

the Congress this year. While the contents of this legislative package are
still under discussion, a number of provisions affecting the banking
industery may become & part of it, #uch as: expanded credit union powera fLo
inwest in Credit Unlon Service Organizationa; expanded small bank
gxamination cyvcles: some subchapber % relisf, relaxed restrictions on
interstate branching: and, expanded mavings association inveatment adviaory
authority. Watch for more details in the weesks absad.

10
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PRESIDENT SIGHE SECORITIES LEGISLATIOHN

Yastarday, Prasident Bush signed inkte law H.H. 10B8, the Investor and
Eﬂ_pi'_&l Marksts Fea Eeliel Aok, The BL1L FiEIS&Eﬂ Eke Houze an June 149G ik
passed the Senate on Dacseaber 20,

LR R K R R R R R R

Eerry Early. Managing Associate Director, Washington Information
202-4%63-5316, or kearly®aba.com

Tom MeoElLigott, Program Manager, Washington Information
202-463-5352, or tmoelliglaba.com

Offies of Grassroots Programa and Washingten Informaticn
Pmerican Bankers Rassoclation

World-Clasa Seluticns, Leadership and Advocacy

Eince 1375

1-BOd-BRHEERS

The information contalned in this message may be privileged and
confldential and protected from disclesure. If the reader of this messags
iz not the intended recipient, or an employes or agent responsible for
delivering this message to the intended recipient, wvou are heraby notified
that any dissamination, distribution or copying of this communiczation is
stristly prohibited. If you have received this communication in error,
pleaze notify us immediately by replying to the message and deleting it
Lrem ywour <computer. Thank you. Ernst & Young LLP

11
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Smith, Amy

From: Martin McGumnnessfwe, ey, oom

Sent: Tuesday, Dacember 18, 2001 11:30 AM

To: EE?HHWQHQWMimW

Subject: s ABEA's WIN News for December 18, 2001
E¥I....

=====Driginal Message=====

From: ABA's Washington Informaticn Network [mallto:WIN@aba.caom]
Sent: Tuesday, Decenmber 13, 2001 9:57 AM

Subject: ABA's WIN Hews for December 18, 2001

ABA'E WASHINGTON INFOREMATION RETEORK MHNEWS
TUESDAY, DECEMBER 18, 2001

LR B R R R R N R R R R

LEGISLATIVE HWEW3S
ECONOMIC STIMULUDS LEGISLATION

House and Senate negotiators are still working to reach an agreement on &n
ecopnomic stimulus package. Congressiconal leaders are expected to mest with
President Bush this morning regarding the talks. Health care assistance
far

unemplayed workers 1z one of the main sticking points the negotiatars are
CeEving Lo work ocubt. In bhe meantime, the House Rules Committes will meeb
chis morning o develsap a rule for [leor consideration of a new wersion of
the House-passed stimwlus bLill. This bill may be brought bto the House
floor

by the Republican leadership this evenling, desplte the fact that
negotiators

are 5till working on a compromise House-Senate Dill.

TEERORISM INSURAHCE LEGISLATICH

A draft terrcriam insurance bill may be introduced by Senate Majority
Leadar

Tom Dagchle {(D=-30) today and e brought to the [loor as sarly as Lomoroow.
The main issus atill to be worked cuf amcng Senators is a3 posalbla
provision

to cap punitive damages associated with terrorism acts.

SEHATE FARM BILL

Teaterday, the Senate resumed consideration of 5. 1731, the Farm Bill.

Sen.,

Edward Fennmedy (C-MA] flled a motlen to invoke cloture on Agriculture
Cormittes Chairman Tem Harkin®s (D=-IA) substitute amencdment. The Senate i3
sxpected to wvote today on Tthe cleturs motion. The first cloture motion
failed by & vote of 53-45 on December 13,

HMEREOP OF TRADE BUTHORITY LEGISLATION

This merning, the Senate Finance Comnitbes will mark up H.BR. 3003, the
Tradsa

Fromot Lon .FI.ULI"‘!-I:II'IJ'.'_:r' Act.

SEMATE BANKING COEMITTEE TO CONSIDER HEUD MOMINATIONS

Thi=z afternoon, the Senate Banking Committes will hold a hearing to
41
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conaider

the nominations of Vieckers Meadow= and Diane Tomb to Assistant Secratary
for

Administration and Basistant Secretary for Public Affairs, respectively, at
the Department of Housirg and Urban Development.

HEBRINE OF EMNRCHN BANERUFTCY

This morning, the Senate Commerce, Sclence and Transportabicn Commiltes
will
hald a hearing on the Enron bankruptoy.

HERRIBG ON AFTER HOURS STOCE-TRADING HETHORKS

Tomorrow, the Commerce, Trade and Consumer Protection Suboccmmittes of the
House Energy and Commerce Commlittes will hold a hearing on how Electronic
Communicaticons Metworks {after houra stock-trading networkal have been
affected by the September 11th attacks.

LR R E R R R S S R RS R RS SN E

Kerry Early; Managing Asscciate Directer, Washington Information
ZD2=-663-5316, or kearlyBaba.com

Ter McElligett, Program Manager, Washington Infarmation
Z02=BB3=5352, or tmoelllglaba.oom

Office of Grassroots Programs and Washington Information
American Bankera Rasociaticn

World-Class Solutiens, Leadsrahip and Advocacy

Since 18375

1-B00-BANKERS

The informatiom contained in this message may be privileged and
confidential and protectsed from disclesure. If the reader af this messags
ig pot the intended recipient, or an employes or agenkt responsible [or
delivering thiz measage te the intended recipient, you are hersby notlfied
that any dissemination, distribuctien er copying of this communicaticon is
strictly prohibited. If you have received this communication in errer,
plesse notify ws lmmediately by replying to the message and deleting it
from your compoter., Thank you, Ernst & Young LLF

42
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Smith, Amy

e ——
Fram: Martin McGuinnessSwe. ey, com
Sent: Monday, Decemnber 17, 2004 12:30 FM
To: mmﬂﬂ do. treas. gov
Subject: . ABA's WIN News for December 17, 2001
F¥l...-

————— Origimal Message-----

From: ABA"s Wazhington Information Hetwork [mailto:WIN®aba.cocom
Senti Monday, December 17, 2001 10:15 AM

Subject: ABR"=s WIH Hews for Decesber 17, 2001

ABR'S WASHINGTOH INEGRMATION HETWORE HEWS
MONDAY, DECEMBER 17, 2001

B R T R R R R

LEGISLATIVE HEWS
CONGRESSIONAL CARLEHDAR

Tuesday, December 18:
=The Senate Commerce, S5cience and Transportation Committes will hold a
hearing on the bankruptoy of Enran.

Wadnesday, December 1%:

-The Commerce, Trade and Consumsr Frotecblon Subcommitiee of Che House
Energy and Commerce Committss will heold a hearing on how Elsetronic
Communications Hetworks (after hours steck-trading netwoarks) have been
affected by the Sepbember 11th attacks.

CONTINUING BRESDLOTICHN

On Friday, the Senate passed i continuing resclution to kesp the fedsrpal
government funded through December £1. The House passed the resolution
last

Thursday.

SEIDMAM TO BE STAFE COLUNWSEL BEOR REP. LAFALCE

House Financial Services Committes Ranking Menber John LaFales [0=HY) has
announced that former OT§ Dlrector Ellen Selidman will serwve asz atarlf
counsel

fer the Déemocratic members of the Financial Zervices Committes,
ECONOMIC STIHMULUS LEGISLATION

House and Senate negotiators worked through the weekend teo come to a
compromige on econcmic stimulus legislation, althowgh no final agreement
has

been reached. The House Bepublican Leadership has said that it may ead the
stimalus talks if negotiatoes do not make prograss on reaching a comprEomise

by Tuesday evening. & revised economic stimulus Bill +to be written by
House

Fepublicans may be considered aon bBhe House floor Lomoreos avenlmg.
TERRORISM IMESURRKCE LEGISLATICN

Senate Majority Leader Tom Daschle [([=2D) reportedly may Dring a COnSensus

terrorism insurance Bill te the Senate fleor tomorrow. A general agresment

wag reached last wesek om most of the provisicns of the Senate's plan.
42
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Farticipating inmsurers would pay a "retentlon amount® for losses based on oa

markst share formula. Insurers would alsc be responsible for paying 20

than 510 bkillion. Insurers would pay 10 percent of total losses for
damages

betwsan 510 billien and 5100 billion. The program would last cne year and
could be renawed by the Secretary of the Treasury for an acdditional year.

Under a draft bill circulated last week, a federal cause of action would bea

created for any litigation arising cut of a terrorist event and federal
funds to pay any punitiwve damage awards would be prohibited. At this tims,
hawsever, neagotiations continue &on bhow punitive damages langquage would be
addressed in a final bill.

T

Kerry Early, Managing Asscociate Director, Washington Information
Z02=003=5316, or kearlydaba.com

Tor McElligett, Program Manager, Washington Informatian
202-663-5352, or tmcelligdaba.com

Gffice of Grassroots Programs and Washington Information
Emerican Bankers Asseciaticn

World-Class Solutions, leadership and Advocacy

Since 1875

1-BO00-BANKERS

The information comtained in this message may be privileged and
canfidential and protected from disclesure. If the readsr of tThis message
iz not the intended recipient, or an employes or agent responsible for
delivering this message to the intended reciplent, wou are hereby notlfied
that any dissemination, distribution or copying of this communication is
strictly prohibited. If you have received this communication in errer,
pleasze notify us immediately by replying to the message and daleting it
from ywour computer. Thank you. Ernst & Young LLP
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Smith, Amy

From: Richard, Greg [Grt?g.ﬁicha-'d gil. howse. gov)

Sant: Friday, Deacem 14, 2001 1054 AR

To: Hampton, Frank; jcaeph seidelficsi com;, Sarah Dumt@bankiglg.sanatu.gm; Stacy
Carey, strupp_cory£@jpmorgan.com; Thomas J. Hosenkoetter, maolomoni@faround. org;

ATy Smith o.breas.gov; amie cohen@ols, freas.gov
Subject: Metting Bill Would Prevent Daming Efect from Gnﬁapsas Like Enr on's

The American Badnker

Decamber 14, 2001, Friday

HEADLINE: Netting Bill Wauld Prevent Doming Effect from Caollapses Like Enron's
BYLIME: BY STEWVE BARTLETT

BODY:

The failure of Enron Corp. is just one of the numerous business collapses
that the financia! community and the U5 economy could face in the coming
monihs,

However, by acting fast Congress can help avert similar orises

In financial serices, “metling” refers 1o locking at the net amount of
financial obligations in multiple contracts between two parties. By clarifying
the enforceability of netting provisians in inancial coniracts, tha Financial
Coniracts Bankrupdcy Reform Act of 2001 (HR 3211) — sponsored by Rep. Pat
Toomey, R-Pa. — would reduce legal uncertainty and enhance the bquidity of
global financial markets.

Most importantty, the bill would redece syetemic risk by making it less
likely that a large default by a single financial institution would have a
domino effect There is a broad consensus among financial instilwtions and their
regulators that legiskation to ensure the legal vaksity of nedting is nesded -
and nesded now

HR 3211 would be a much nesded improvement, modemization, and harmonization
of the payment risk reduction and netling provisions of the banknuptcy code and
bank insolvency laws. The proposal has already been passed without opposition
several imes by the House and tha Senate, on its own and as part of broader
bankruptcy reform lagislation.

If & party to multiple contracts with & financial institution declares
bankruptcy, HR 3211 would permit that instifution to offset its exposures from
the vanious conlracts, as the parties have agreed, and thus reduce the financial
instiution's overall exposure to the bankrupt party

Suppose, for instanca, that institutian A is party fo two transactions with
institution B. One s an interest rate swap, under which A owes B a settlement
payment of 51 million whean B fles for bankruptey and A lerminates the swap. The
other is @ repurchase transaction, for which B owes A $1 million,

Withouf methimg, A would Rave 1o pay B the 31 million owed for the repurchase
transaction, but because of B's bankruptcy, & may not be able to collect the 51

5l
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million owed for the interest rate swap. Under HR 3211 the two 51 milion debts
could offset each other, 5o that A would not be faced with a loss an B's
default.

MR 3211 has broad bipartisan support. Its passage has been urged by the
Presidents Working Group on Financial Markets, the Board of Governors of the
Federal Reserve System, the Treasury Department, the Securites and Exchange
Comrigsion, Ihe Federal Deposit Insurance Corp., the Commodigy Futures Trading
Cammigsion, the Comptroller of the Currency, the Office of Thrft Supervision,
the Foreign Exchange Committes, the Invesiment Company Institute, the New York
Clearing Housa, and the Securities Industry Association, among cihers

In addition, the Financlal Services Roundtable, a nalicnal association
reprasanting 100 of the largest integrated financial services companies in the
country, strongly supports immediste congressional approval,

Ve cannod afford ancther Enron. Congress needs to pass HR 3211 before it
adpsurns, regardlass of the disposition of larger bankruptcy reform issues,
There is no good reason not to approve this bill immediately

Copyright ¢ 2001 Thomsan Fnancial All Rights Ressred.
=hilp Mvesw. armericanbanker com=
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Roview & Qutiook
Investigating Enron : !
You can cut the Schadenfrende with A machete these days as Enron careens toward failure. Like any

fast-rising, innovative business, the energy trader made enemies, some with a fair grievance and some
not. We hope the inevitable (and necsssary ) investigations keep in mind the difference.

Enron was a forthright advocate of ¢ smpetition, as every obituary of the past few days has noted. Some
see the firm's collapse as discrediting the market economics it championed, though the opposite is closer |
to the ruth. -

It sirikes us that Enron was partly a sictim of its own success. [= revenues quadrupled in a year, thanks
to the fillip that California's roubles provided to the wholesale power market. But profits were up much
jess — i.e., Erron was caming thinner margins in the encrgy-irading business it pioncered. The new
industry quickly became too compet|tive and transparent to afford any windfalls, just as deregulation
admirers would have predicted. i

|
Egron does not own U8, power planis and penerally did not seem to make ousized profits on power for
resale in, say, California. But that di In't stop California’s eccentric attorney general, Bill Lockyer, from
blaming Enron CEDQ Ken Lay for that state’s electricity mismanagement, Last summer he told a Wall
Street Journal reporter that, "l would love to personally escort Lay to an Bx10 cell that he could share
with 2 tattooed dude wio says, ‘Hi my name is Spike, honey." Consider that an unfair pnevance.

Accounfing matters are more troubling, The struggle for a century has been to make sure corporate
managers don't pursue their own agsndas at the expense of owners. The emergence of special
partnerships, controlled and cwmed 1y Enron's own senlor officers, with which the company did some of
its murkiest deals, would cause even libertarians to wonder what's been going en. Clearly Mr. Lay didnt
fuily undersiand what former Enran TEQ Jeflrey Skilling was up to, and shareholders weren't tald

either.

At the same time, Enron officers had a large amount of personal wealth tied up in Enron stock, which
has fallen from %90 to 61 cents. So 1 mere existence of these partnership deals docs not automatically
indicate corrugpt intent. Only a detail d investigation can resclve whether these deals were honestly
motivated, and whether Enron's (and Arthur Andersen's) interpretation of accounting rules was
defensible. In any case. trial lawyers will descend to squeeze every penny out of Enron's roubles for
themselves (and for sharchalders or »mployses who held Enron stock in their 401 (k}s).

As for the investigations, we hape they won't be influenced one way or another by long connections
berwesn Mr. Lay and President Busi. Even the hint of special ireatment would be & political disaster,
ezpecially for an Administration tha| promised ta clean up after Bill Clinton.

While tradition has been not to mak! eriminal matters out of accounting scandals, exceptions have ansen
recently. Federal prosecutors in Nev York have gone after Walter Forbes, who sold his company 1o
Cendant, giving rise to what before inron was the nation's most costly stock meltdown due ra bad
aceounting. San Francisco prosecuti|rs recently extracted guilty pleas from executives of Aurora Foods

http:/finteractive. wsj com/archive/re irieve.cgifid=SB 10070851 16787679680 djmatemplate=... 1 1730401
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over their treatment of rade promtion expenses for their portfolic of "orphan” brands as capital
expenditures,

Enron is an opportunity for the Bush team to show it can police similar financie] chicanery, if some is
found. Sorting the capitalists from the crooks is ane way of protecting capitalism,

(URL fior this Artkcla:
hiteifinteracive ws| comiarchivelielr ave cqitid=SB1007T0851 1ETE7ETIEAN djm
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Major Business News

Enron CEQ's Political Connections
Run Silent During Comipany's Crisis g

By BOB DAVIS
Siaff Reparter of THE Wall. STREET lous sl

For years, Enron Corp. Chairman ‘lenneth Lay has been George W, Bush's best friend in the board
rooms of America's top corperation s,

Since 1993, Mr. Lay and Enron ha e dopated nearly 32 million to Mr. Bush's political career, making
therm Mr. Bush's biggest backers. When Mr. Bush was Texas governor, Mr. Lay, a Housten resident,
helped him win passage of a state education-reform plan that brought Mr. Bush national acclaim. During
that fight, Mr. Lay got to know aid -5 who became power players in the Bush White House,

Mr. Lay was confident encugh of | is friendship with Mr. Bush that he even needied him for needing
arthroscopic surgery lo repalr & jopzing injury. "l wanl you to know that st least one jogger [me] got past
50 withewt that surgery," Mr. Lay seribbled in a pote to then governar in 1597,

5till, as Enron faces its greatest cri i, Mr. Lay's influencs and personal relationships with the

administration have amounted to L tle. There appears ta be no effort by the Whitz House or Congress w

bail Enran out afits difficulties, whdch are widely seen as self-inflicted. The White House had no

comment on Mr. Lay's predicament, a spokeswoman said. Indeed. short of an actual kailout to help

Enrcn meet its obligations -- such ;.8 an aid package approved by Congress or organized by povernment _
officials from private sources, simi'ar to the rescue of the Long Term Capital Manngement hedge fund -- |
there is littie Washington can do at this stape to help the company. Nor is thers likely to be a bailou, f
gince Enron has burned many bridg-es on Capitel Hill with its history of strong-arm lobbying lactics, A
some congressional aides say. :

"Ses more coverage
of the rse end tall of
Enron

That mery reassure a cynical public, says Robert Mosbacher, Commerce
Secretary in the first Bush adminisiration and a longtime friend of the corrent
prn'.-;iduix as well as Mr, Lay, "T don't zee anybody being let off the hook,” he
sopd.

Mr. Mosbacher says he introduced Mr. Lay to the Bush family around 1987, when he persuaded Mr.

Lay to help raise money for Georg: H.W. Bush's successful presidential bid in 1988, Mr. Lay
contributed 5461,000 to the voung v Mr. Bush's two successful gubsrnatorial campaigns. He also made
Enron's flest of corparate jets avaitable to Mr. Bush and won his help in lobbying officials in other states
considering Enron projects. .
His influence with then-Gov. Busk was hased on more than money. Mr. Lay was one of the state's
leading business executives and de=ply involved in Texas politics. Under Mr. Bush's predecesser,
Democrat Ann Richards, Mr. Lay eaded the Governor's Business Council, a state advisory board. Mr.
Bush asked him to stay on the jeb 'o help develop an educational reform plan and sell it to the Texas
Legislature.

http:.“.fiumra.cliva,wsj.unmfmhjm-’nal:ri:v:.ngi‘i"id=3]31mﬁ?E?TE?ETEIUmﬂ.djm&t:mplw:a.. 11/30/01

Q0700000000024



__12/05/001 L5145 FAL 202 648 5199 | K013 083

WSJ.com i Page 2 of 2

In that eapacity, Mr. Lay becume ¢lofse to several Bush aides, including pelitical guru Karl Reve and
commumications adviser Karen Hugles, who have taken positions at the White House. He also got to
know another leading Texas businea! man: Dick Cheney, then CEQ of Dallas ofl concerm Halliburton
Co., whe would become Mr. Bush's pick for vice president.

Against this backdrop, Mr. Lay was widely considersd a top candidate for Treasury Secretary in the
younger Bush's administration. Ultis ately theugh, he was disqualified, Bush insiders say, as too closely
identified with Mr. Buzh, Mr. Chenev and others who worked in the Texas energy business for an
adrinistration that wanted to show i wasz't 1o the pocket of big oil companies.

Earlv on, Mr. Lay had unrivaled acei ss to the administration. When the president’s advisers debared a
new energy policy in the spring, Mr. Lay was the only snergy executive to be invited for a one-on-one
session with Mr. Cheney, who led the effort. Mr. Lay also worked with Mr. Rove and others to
suceessfully push for appointments t) the Federal Energy Repulatory Commission, which oversees
much of Enron's business. '

As Enron's problems multiplied and |is fortunes plummeted, however, the White House was silent.
Dunng a several-hour lang interview! in the spring, M. Lay mused that his Bush connections could
hoomerang someday. "It could hurt, ‘Tom the standpont that, at some point, they lean in the other
direction to make sure they den't foe - eriticism,"” he said.

Write to Bob Davis at bob.davis@wsi.com*
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Dow Jones Nawswires

White House: No Objection To Congress Probe Of Enron

Daw Jomes Newnuires

WASHINGTON — The Bush adm inistration Friday said it had no ohjection 1o calls in Congress 1o
launch hearings into the collapse ¢ f Enron and said sueh a move 15 well within Congress's jurgdiction in
providing oversight.

*The president understands that at all times Congress should exercise its proper oversight role and that
includes anything, in a case hke this..an investigation into the collapse of a company." White House
spokesman Arni Fleischer smd

Fleischer said that other parts of U ¢ federal government have already launched their own investigations
and the Treasury Depariment 13 monitering these.

S —

By Alex Keto, Dow Jones Mewsyares; 202-E62-9156; Alex.}iet&,'@dawjums.mm

-
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Major Business News

1.8. Attorneys Inform: Regulators
They Want to Monitor Enron Probe

By MICUAEL SCHROEDER
Sraff Reporter of THE WaLl STUEET Joun <AL

WASHINGTON -- Federal prosecutors in two states have toid the Securities and Exchange Commission
that they are interested in monitoring the agency's investigation into possible sccounting fraud at Enron

Corp.,.2s & possible precursor to a separate criminal probe, according to & person with knowledge of the

situation.

Meanwhile. members of Congress anncunced new inguiries into the company's activitizs.

Enron stock’s spectacular plunge t)ie past few weeks has attracted the interest of cificials in New York
and Texas, including the U8, atto neys offices in Manhattan and Houston, this person said. Spokesmen
far the U5, artorneys’ affices declined 1o comment.

In late October, Enron disclosed that the SEC had undertaken a formal investigarion into the Houston
energy company's financial dealings with parinerships headed by its former chief financial officer,
Andrew Fasiow,

A formal investigation involves the SEC's enforcement branch going to the five-member commission
and ohtaining formal subpoena power to pursue its inguiry. A person familiar with the SEC probe said
the agency felt it needed subpoens power o compel the release of information by parties that have done
business with Enron,

Enron's stock price has collapsed “rom aboul $60 & share carly in the year to under §1 amid financial
restatements due to improper acccunting and a failed mearger with crogstown rival Dynegy Inc.
Sharehalder and Enron empleyee retirement account values have been devastated by the meltdown.

Critninal authorities are interested to leamn if the SEC finds that malfeasance conmibuted to the share-
price declines.

tn 4 p.m. composite wading Thursiday on the New York Stock Exchange, Enron was af 36 cents, davwn
25 cents, or 41%,

If a criminal probe were undertakep, it would be bandled by one office, mosily likely in Houston,
Enron's hometown. But federal prisecutors in Manhattan, who have experience in securities-fraud cases,
could assert jurisdiction because I'nron's stock trades on the New York Stock Exchange.

Early this year, Enton came under

attack from California politicians and regulators for profiting from
spiking energy prices in that state. .

Oime reason authorities haven't begun their own investigations is the fear that a criminal probe might
cause witnesses "to clam up,” sa.i:i| the person with knowledge of the sifuation.
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Enron officiels have said they are ‘ooperating fully with the SEC, which has only been investigating
Enron far abeut five weeks and haiin't hed enough time to asgess possible hability of Enron executives.
SEC civil allegations could lead i< fines and sanctions.

SEC Chairman Harvey Pitt, who | 2s taken some heat for seme policies viewed being too soft on
business, has made the Enron investigation a top priority to show he will be a touph enforcer. In remarks
Thursdey to the Consumer Federa ion of America, Mr. Pitt said prommsed a therough and swift probe of
Enron. The SEC has a team of a Lo df-dozen enforcement attorneys and aceountants working the case.

Gregory Bruch, a former SEC enfi reement attormey whao has litigated complicated accounting fraud
investigntions, said Enron's involvament with partnerships and extensive energy derivatives rading
likely would take a year for the SEC unravel. He said the SEC would have to "cut corners” to brng a
case more guickly, meaning the regulator would name fewer defendants than it might in & breader, mere
fime-conswming case.

O Capitol Hill, the House Energy and Commerce Committes saud it would investigate Enron's

accounting practices and Senats C smmerce Committes announced it would assess the impact on US.
natural gas and electricity markets

Write to Michasl Schrosder at gﬁj--_:e.schrutd:r@wsi.f;um'
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Dow Jones Newswires

Chronology Of Enron Corp.'s History

HOUSTON (AP)—A lack at the history of Enron Corp. (ENE):

July 1985 -Houston Natural Gas nierges with InterNorth, a nafural gas company based in Omaha, Neb.,
to form the modem-day Enron, an interstate and intrastale natural gas pipeline company with

approximately 37,000 miles of pipe.

1989 -Enron begins wading natur:| gas commedities. Owver the years, the company becomes the Jargest
natural gas merchant in North Am zrica and the United Kingdom.

June 1994 -Enron WNorth America jrades its first electron. Enron goes on to become the largest marketer
of electricaty in the 1.8 :

August 1997 -Enrfon announces it first commodity transaction using weather dervative products. Enron
goes on to market coal, pulp, paper. plastics, metals and bandwadth

April 1999 -Enron agrees to pay 3100 million over 30 years for the naming rights to Houston's new
ballpirk, Enron Field. The Astroz ilso sign a 30-year facilities management contract Enron Energy

Services.

Navember 1999 -Enren launches “nronOnline, the first global Web-based commuodity trading site.

December 2000 -Enron announce: that president and chief operating otficer Jeffrey Skilling will take
aver as chief executive in Februar s, Kenneth Lay will remain as chairman. Shares hit 57-week high of
FR4E7T on Dhec, 18,

August 2001 -Skilling resigns after running the company for just =ix menths; Lay becomes CEQ again.

Owtober 16, 2001 -Enron reports & 5638 millien third-gquarter loss and discloses a $1.2 billion reduetion
in shareholder equity, parly related 1o parinerships run by chief financial officer Andrew Fastow.

Oct. 22, 2001 -Enron acknowledp=s Securities and Exchange Commission inquiry into a possible
cenflict of interest related to the ¢ smpany's dealings with those partnerghips.

Oet. 24, 200] -Enron ousts Fasioy'.
Clet, 11, 200] -Enron announces € v SEC inguiry has been upgraded to a formal investigation, Enron

creates special committee headed vy University of Texas law school dean William Powers to respond 1o
the imvestization.
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Nov. 6, 2001 -Enron's stock price drops below 510 a share after reports the financially troubled energy
trader was seeking additional financing to shore up confidence.

Nov. &, 2001 -Enron files documents with SEC revising its financial staternents for past five years to
account for $586 million in losses.

Nav, 9, 2001 -Dynegy Inc.(DYN) ar sounces an agreement to buy its much larger rival Enron for mare
than 5% ballion in stock.

Nov. 14, 2001 -Enron arnounces it i trying o raisc an additonal $300 million to $1 billien in new
private equity To shore up customer sod markest confidence.

Naow. 19, 2001 -Enron restates its thi'd-quarter earnings and discloses it is trying to restructure a $650
million obligation that could come d e Nov. 27.

Nov. 20, 2001 -Concerns about Enron's ability to weather its spiraling financial problems send the
company's stock down nearly 23% t) its lowest level in nearly 10 years. Officials from both Enren and
Diynegy say the merger was pot in trisuble.

Nav. 21, 2001 -Enron reaches critics] agreement to extend $690 million debt payment.

Nov. 26, 2001 -Enron shares fall andther 15% as investors continued to doubt that the deal will
completed. Shares finish day at 84.0:4.

Nov, 28, 2001 -Diynegy backs out o7 deal after Enron's credit rating is downgraded to junk bood status;
analysts say a benkrupey filing is likely. Enron shares plunge below §1 amid the heaviest single-day
trading volume ever for a NYSE or Jasdaq-listed stock.

Diec. 2. 2001 -Enren files for Chapter 11 bankmupicy protection; sues Dynegy for wrongful termination
of merger.
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Daow Jones Newswires

Enron Files For Chapter 11 Bankruptcy

HOUSTON, Dec. 2 /PRNswsgwire/ -- Enren Corp. (NYSE: ENE) announced today that it along with
certain of its subsidiaries have filed - cluntasy petitions for Chapter 11 reorganization with the 1.5,
Barkruptcy Court for the Scuthern [istrict of New York Ag part of the reorganization process, Enron
also filed suit apainst Dynegy lne. (YSE: DYN) in the same court, alleging breach of contract in
connection with Dynegy's wrongful ‘ermination of its proposed merger with Enron and secking damages
of at least $10 billion. Enron's law=uit alse seeks the court's declaration that Dynegy is not entitled 1o ]
exercise its option ta acquire an Enrun subsidiary that indirectly owns Northem Natural Gas Pipeline. :
Proceeds from the lawsuit would berefit Enron's creditors.

17 a related devslopoent a.med at preserving value in ic=
Morth Americss wholesale epner |y trading busin==8, Enren sald
shat it is im astive discussias with vazious lesding
fipancial institutions to prerids credic suppert for,
recapitalize snd rewitalize tiat business under 3 new i
ownarship st-usturs. It i3 astleipated that Baren would
poovide bhe new entity with tradecss, back office
cepabilitias and techaelogy from EFnren's Mopth Amerizan
wrolasa.e hercy businss=s, anl that the ned entlty would
canduct counmterparty transsct ona through Enrsnbnline, the
eompany's exlating anergy tradiing platfomm.  Any such
arcangement would be sukijsct o Che approval of the
Eankrugtey Court.

In connection with the company’s Cliapier 11 filings, Enren is in active discussions with leading i
finaneial institutions for debtor-in-pessession (DIP) financing and expeets to complels these discussions "
shortly. Upen the completion and co.art approval of these arrangements, the new funding will be :
available immediatzly on an interim basis to supplement Enron’s existing capital and help the company

fulfill obligations associated with op=rating its business, including its employee payroll and payments to

vendors for goods and services provided on or after today's filing.

Filings for Chapter ! reorganization have been made for a total of 14 affiliated entities, incloding
Earon Corp.: Enron North America Corp., the company's wholesale energy trading business; Enron
Frnergy Services, the company’s retw | energy marketing operations; Enron Transportation Services, the
holding cempany for Enron’s pipeline operations; Enron Broadband Services, the company's bandwidth
trading operstion; and Enron Metals & Commedity Corp.

Encon-related entities not included i the Chapter 11 filing are not affected by the filing. These non-
filing entities include Northern Namal Gas Pipeline, Transwestem Pipeline, Flonda Gas Transmission,
ECYTT, Portland General Electric an|l numerous other Enzon international entities.

To conserve capital, Enron wil! imp 2ment a8 comprehensive cost-saving program that will include
substantial workforce reductions, Tlese workforee reductions primarily will affect the company's

I
http:/finternctive. wsj.com/archive/re mieve.egitid=D1-C0-20011202-000436.4|mi&template=... 1Z/3/01

Q0700000000031



12:05-401  15%:47 FAL J03 646 51940

L D20 085

“WSl.com Page 2 of 5

operations in Housten, where Enro): currently employs approximately 7,500 people. In addition, the
company will continue its acceleraisd program to divest or wind down non-core assets and operations.
Dietails of the units to be affected (il be communicated shortly.

The Dynegy Lawsuit

In its lawsuit fled todzy in U.S. Bankruptey Court in New York, Enron alleges, among other things, that
Dynegy breached its Merger Agrecment with Enron by terminating the agreement when it had na
contractual right to do so; and that Dynegy has no right to exercise it= option 1o acquire the entity that
indirectly owns the Northern Nanw &l Gas pipsline because that option can only be tnggered by a valid
termination of the Merger Agresm :nt.

The Chapter 11 Filings

In conjunction with reday's petitions for Chapter 11 reorganization, Enron will ask the Bankruptey Court
1o eonsider a variety of "first day miotions” to suppaort its employees, vendors, trading counterparties,
customers and other cunstituents. " hese include motions seeking cournt permission 1o confinue payments
for employee payroll and health be nefits; obtain interim financing authority and miaintain cash
management programs; and retain legal, financial and other professionals to support the company's
rearganization actions. In accordas ce with applicable law and court orders, vendors and suppliers who
provided goods or services to Enron Corp. or the subsidiaries that have filed {or Chapter 11 protestion
before today's filing may have pre-petition cleims, which will be frozen pending court authonzation of
payment or consummation of a plin of recrganizaion.

The Wholesale Energy Trading Business

The discussions currently underwr y with various leading financial institutions are aumed at obtaining
credit support for, recapitalizing a1d revitalizing Enron's North American wholesale energy rading
operations under & new cwnership structure in which Enron would continue to have & significant
ownership interest. :

"If these discussions are successful, they could result in the creation of a new trading entity with a strong
and unencurmbered balance sheet, the industry's finest trading team, and its leading technology platform,
all backed by one or more of the vorld's leading financial institutions,” said Greg Whalley. Earon
president and chief operating offic er. "We understand that it may take time for counterparties (o resums
normal trading bevels with this eni ty, but we are confident that this business can be put back on 4 salid
footing. Obviously, eur potential fartners share our confidence or they would not be at the table with us.
We intend to take steps to retain employees who are key to the future success of our wholesale energy
trading husiness and fo regain the support and confidence of its trading counterparties.”

Comment by Ken Lay

“From an operational standpoint, sur energy businesses-includmg our pipelines and utilitics-are
conducting normal operations anc will continue to do o, * said Kenneth L. Lay, cheirman gnd CEQ of
Enron. "While uncertainty during the past few weeks has severely impacted the market's confidence in
Enren and its trading operations, ve are taking the steps anncunced today to help preserve capital,
stahilize our businesses, restare e confidence of cur trading counterparties, and enhance our ability to
pay our creditors.” Enron's prinei)al legal advisor with regard to the proposed merger with Dynegy,
Enron's Chapter 11 flings, the Dy aegy lawsuit, and related matters 1s Weil, Gotshal & Manges LLP.
Enren's prineipal finaneial adviso! with regard to its financial restructuring is The Blackstone Group.

htpeffinteractive wej com/archive retrieve.cgiHd=DI-C0-20011202-000436 dmi&iemplate=y... 1273/
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Aboul Enron Corp.

Enron Corp. markers electricity and| natural gas, delivers energy and other physical commodities, and
provides financial and risk manages neént services to customers around the world. Enron's Internet
address is waww enron.com. .

Forward-looking Statements

This press release contains statemne:ts that are forward-locking within the meaning of Section 27A of
the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, Investors are
cautioned that any such forward-lo king statements are not guarantees of future performance and that
actual resulls could differ materiall,; as a result of known and unknown risks and uncertainties,
inchuding: variows regulatory issue:, the outcome of the Chapter 11 process, the culcome of the
discussions referred to above, Fensal economic conditbons, future trends, and ether risks, uncerainbes
and factors disclosed in the Compa y's most recent reports on Forms 10=-K, 10-0) and §-K filed with the
Securities and Exchanpe Commizsin. SOURCE Earen Corp.

JOONTACT: Meark Palmer, —1-713 833-4738, or Karen Denne, +1-713-853-9737, both af Enron/

MWeb site: hitp/fwww enron.com /

[ENE IDYN)

WEW YOEK -- Enron Corp. (ENE annwounced Sunday that it and sorme of its subsidiaries have filed
voluntary petitions for Chapter 11 ¢ :organization with the U.S. Bankruptey Court for the Southern
District of New York.

The company said that it had also f led suit against Dynegy Inc. (DYN) in the same court, alleging
breach of contract in connection with Dynegy's wrengful termination of its proposed merger with Enron
and seeking damages of at least 310 billion.

Enron's lawsuit also seeks the cour s declaration that Dynegy 15 not enttled fo sxercise its oplion to
acquire en Enron subsidiary that indirectly owns Northemn Natura] Gas Pipeline.

Enron said the proceeds from the lawsuit would benefit its creditors.

Enron said that it iz in "active discussions” with financial institutions (o recapitalize and provide credit
support for its North American ene:gy rading business under a new ownership structure.

Enron saxd in a statement that "it is mticipated” that the company would provide the new entity with
traders, back office capabilities and technology. The new eality would conduct cownerparty Tansactions

through EnronCmnline, the company & existing energy trading platform. Any such arrangement would be
subject to the approval of the Bankruptcy Court, Enron said in the statement,

To conserve capital, Enren will imquemtnt a comprehensive cost-saving program that will include
substantial workforce reductions. |

These cuts will primarily affect the company’s eperations in Houston, where Enron currently employs
approximataly 7,500 people.

I
hitp://intaractive wsj.com/archive/r :trieve.cgi fid=DI-CO-200 | 1202-000436. djmlé&template=g... 12/3/01
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In addition, the company will contimie its accelerated program to divest or wind down non-core assats
and operations. )

Details of the units to be affected will be communicated shortly, the company said in its swaternent.

Enron said Chapter 11 filings were n ade for 14 affiliated eptities, mcluding Enron Corp.; Enron North
America Corp., the company's whole sale energy treding business; Encon Energy Services, the retail
energy marketing business; Earon Transportation Services, the holding company for Enron's pipeline
operations; Enron Breadband Servic 3, a bandwidth trading cperation; and Enron Metals & Commedity
Carp.

Enron-related entities not included in the bankruptey filing are not affected by the filing, Enron said.
These non-filing entities inchude Northern Natural Gas Pipeline, Transwestern Pipeline, Floride Gas
Trunsmission, EOQOTT, Portland General Electric and numerous other Enron international entities.

Enron zad that "from ap cperational standpaoint, aur energy businesses-ineluding our pipelines and
utilities-are conducting normal epersions and will continee to do sa.”

The company said that although "un<ertainty during the past few weeks has severely impacied the
market's confidence in Enron and its!trading operations." Enfon intends to "help preserve capital,
stabilize our husinesses, restore the {pn.ﬁd:nct of our trading counterparties, and enhance our ability 1o
pay our creditors.”

In connection with Encon's Chapier I 1 filings, the company i# in "active discussions with leading
binancial imstitutions" for debtor-in-possession fnancing and expects to complete these discussions
shortly.

Upen the completion and court apprival of these arrangements, the new funding will be available
immediately on an interim basis to $pplement Enron's existing capital and help fulfill obliganars
including payroll and payments to vindors, Enron sand.

Enron will ask the bankriptcy coun (o consider a vanety of "first day motions" to support its employees,
wendors, trading counterparties, customers and other constituents. These include motions seeking
permission to continue payments for employee payroll and health benefits; obtain interim financing
authorty and maintain cash manager nent programs; and retaim legal, financial and other professionals,

The compiny said it legal adviser fiir the lawsuit and proposed merger with Dynegy and Enron's
Chapter 11 filing 15 Weil Gorshal & ‘anges LLP. Enron's principal Gmancial adviser for its financial
restructuring 15 The Blackstone Groy p.

Enron, which hopes to have a "signi icant ownership interest” in the proposed new entity that owns itz
North American whalesale energy triding operations, szid "we understand that it may take time for
eounterparties 1o resume normal tracing levels with this entity, but we are confident that this business
can be pur back on a salid footing.™

Dynegy terminated its plan to scquite Enron on Wednesday after credit-rating agencies downgraded a
major portion of Enron's debt to "jurlk® status. Envon's energy trading ground almost to a halt becawse
trading pariners became worried abcut Enron's inances.

Bankers involved in Enron's restrucl wing discussions estimate that liabilities total $40 billion, inchoding

http'..n’.-'i.nt::racﬁ\f:.mj.mm;'a.n:hjm‘rrﬁnw.ngi'?i:l—DT-Eﬂ-EﬂﬂI11&2-01}0436.d_5,mlh=mp11.t¢'-';.-. 1253401
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%13 hillion in d=bt on its balance she|t, The Well Street JTournal reported.

Enron shares closed Friday at 26 cen|s, down 10 cents, The stock reached as high as 90 litle over a
year ago

Company Web site: hitpo/fwww cnron.com
I

URL for this Article:
ninteractive waj.mmfirchnrﬂr:m:w £giTid=DI-C0-20011202-0004358 dim
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Enron Asked for Help From Cabinet Officials
CED Sought Intervention Before Bankruptcy

By Dena Milbank and Peter Behr
‘Washingicn Post Staff Writers
Friday, January 11, 2002; Page A1

Bush administration officials yesterday disclosed that the top official of Enron Cormp., one of President
Bush's biggest campaign donors, sought help from the administration to aveid a bankruptey fling in the
weeks before the giant energy concern collapsed last year, wiping out the pensions of thousands of
warkers,

Enron Chief Executive Kenneth L. Lay had conversations about his company's dire financial situation
with Treasury Secretary Paul H, O'Meill and Commerce Secretary Donald L. Evans. Lay told Evans,
Bush's former campaign manager, that he would welcome help stopping a private credit rating agency
from downgrading Enron debt -- an event that could force Enron into hankruptey.

Administration officials said yesterday that Evans did not intervene, Enron filed for bankruptey
protection on Dec. 2, the largest such case in TLS. history.

Also yesterday, Enron's auditor, Arthur Andersen LLP, informed the government that employees at the
aceounting firm had destroyed a "significant” number of Enron-related documents -- thousands of
records, according to congressional investigators, The Securities and Exchange Commission took the
unusual step of saying it is widening its investigation of Enron . to include the destruction of those
recornds.

As the controversy grew vesterday, Attorney General John D, Ashcroft and a top aide recused
themselves from the Justice Department's just-announced criminal investigation into Enron's collapse.
Asheroft's political committees received 557,499 from company executives in the last election cyele,
The 115, attorney's stafT in Enron's home town of Houston also recused itself because of Enron ties.

The developments significantly expanded the controversy over Enron and iis ties (o the administration at
a ime when the White House has sought to limit the political damage. Earlier this month, the White
House disclosed that the task force that developed the Bush administration’s energy policy last year met
six times with Enron officials but said the company's finances were not discussed.

Until vesterday, White House press secretary Ari Fleischer said there was "nobody here that I'm aware
of* at the White House who had been informed earlier, The White House said O'Neill and Evans did not
notify Bush until yesterday of contacts with Lay about Enron's troubles.

Bush yesterday commissioned task forces o provide recommendations 1o reform pension laws "to make
sure that people are not exposed to losing their life savings as the result of a bankruptey" and "to analyze
corporate disclosure rules and regulations.™

Cm Capitol Hill, Republicans joined Democrats in calling for probes into Enron. The Senate
Governmental Affairs Committee will hold a hearing on Jun. 24 and the Senate Commerce, Science and
Transportation Committee will begin hearings on Feb. 4. The House Energy and Commerce Commitiee,
whose investigators discovered Andersen emplovees had destroyved Enron documents, will have
hearings in "early February," a committee spokesman said.

hutp:/fwarw washingtonpost.com/ac 2 wp-dyn/ A 28350-2002Jan 1 07 lan puage=printer 01/11/2002
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The White House faces increased pressure from Congress to disclose all meetings its energy policy task
force had with energy industry officials last year. Congress's General Accounting Office said it would
decide within the month whether to take the administration to court over its refusal 1o provide
information on who the task force met with.

Lay's name appeared on early lists of possible Bush cabinet secretaries, and he was one of the Bush
"Pioneers™ who raised at least 100,000 for the presidential campaign, According to the Center for
Public Integrity, a watchdog group, Lay contributed $44,000 to Bush's presidential campaign, part of
S220,700 in contributions to Bush's presidential efforts by top Enron executives. Between 1999 and
2001, Enron made $1.9 million in unregulated "soft money" contributions, mostly to Republicans.

The president yesterday said he "never discussed with Mr. Lay the financial problems of the company.”
Bush added that his "administration will fully investigate issces such as the Enron bankruptcy to make
sure we can learn from the past and make sure that workers are protected.”

Administration officials said Lay discussed Enron's plight with O'Neill on Oct, 28 and Nov, 8, and
Evans on Oct. 29. On Oct. 16, Enron reported a $638 million loss and the first in 2 series of damaging
CITOrS in its accounting.

Fleischer said Lay called O™eill "to advise him about his concern about the obligations of Enron,” Lay
suggested the case of Long-Term Capital Management LP could be a model. In 1998, that firm, a hedge
fund, benefited from a government-coordinated bailout by other financial institutions after losing more
than $4 billion in trading of the complex financial instruments known as derivatives.

“Long-Term Capital was unable to meet its obligations and headed to bankruptey, and he wanted
Secretary O'Neill to be aware of that, the Long-Term Capital experience as a guide,” Fleischer said.
“Secretary (YNeill then contacted Undersecretary [Peter R.] Fisher, Undersecretary Fisher looked at that
and concluded there would be no more impact on the overall economy.” Fisher had been involved in the
Long-Term Capital bailout as a Federal Reserve ofTicial.

(Neill said he considered his conversations with Lay "business as usual " O'Neill told CNN: "I get calls
every day from the big players in the world, Enron was the biggest trader of energy in the world.”

In addition, Fleischer said, Lay brought to Evans's attention “the problems with the obligations and the
bankruptcy. He was having problems with his bond rating and was worried about its impact on the
ENCrgy sector.”

Commerce Department spokesman Jim Dyke said Lay indicated "he would welcome any support the
secretary thought was appropriate” persuading Moody's Investors Service not to downgrade Enron's
debt. Evans talked to his general counsel and conferred with O'Neill over lunch on Oct, 29, then decided
not to act, Dyke said.

Evans told CNBC Lay did not specifically ask him to call Moody's: "He said, 'l want yvou to know that
Moody is currently reviewing it. If there's any kind of support you could give us, we would welcome
“ml'l n

When Lay approached Evans, Moody's was considering downgrading billions of dollars in Enron debi,
an action that financial analysts said would drive Enron's stock price down further and cut deeply into its
trading business. On Mov, 28, Moody's and other rating services downgraded Enron's bonds 10 "junk™
status, forcing it into bankrapicy court.

httpy/fwww washingtonpost.com/ec2 wp-dyn/A28350-2002Jan 1 0 Nanguage=printer 011172002
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Enron's attorney, Robert Benneit, said Lay believed he had an obligation to alert the administration to
Enron's precarious condition and the possibility that it could fall into bankruptcy, "He asked them for
nothing," Bennett said.

Federal and congressional investigators are probing whether senior Enron executives exaggerated
company profits and concealed rapidly mounting debts through hundreds of investment partnerships and
offshore corporations.

Andersen’s disclosure of destroyed records, which led the firm to hire former senator John Danforth to
examine Andersen's records management, infuriated lawmakers. Sen. Carl Levin (D-Mich.), who heads
a Senate Governmental Affairs subcommittee investigation of Enron, said the destroyed records would
be a new priority.

House Energy and Commerce Commitiee Chairman Billy Tauzin (R-La.) said of the lost documents:
"Anyone who destreyed records simply out of stupidity should be fired. Anybody whe destroyed records
1o try and subvert our investigation should be prosecuted "

Investigators for the committee first requested the records on Dec. 13, But Bennett said Enron was
unaware that Andersen was destroying records, "The first they heard of it was today," Bennett said, after
checking with a senior Enron execulive.

Andersen promised "all appropriate remedial and disciplinary action."

Rep. Henry Waxman ([D-Calif ), who has been pressing for more information on White House ties to the
energy industry, said Bush should have intervened -- not to help Enron but to help its workers.

Waxman sent a letter to Ashcroft vesterday asking the attorney general to recuse himself before
Asherofl did just that.

The White House sought to preempl congressional inquines, Fleischer wamed Democrats against
investigations into the administration's dealings with Enron. "The American people are tired of partisan

witch hunts and endless investigations,” he said,

Fleischer also said there was no need for a special proseculor.

But Republican officials on Capitol Hill said they had little desire to defend the administration and
suggested the White House make fuller disclosures of contacts with energy officials. "1 don't know why
they're sitting on it," said a GOP official on the House Government Reform Committee. "By not getting
it all oul, it makes it look like they're covering something up."

03 2002 The Washington Post Company
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

Movember 17, 1998

VIA FACSIMILE

The Honorable Pedro Lamport

Finance Minister

Guatemala Ministry of Finance

8 Avenue, 21 Calle Zona 1, Centro Civico
Guatemnala City

Minister Lampart:

Rather than continue 10 exchange messages, | thought [ might send vou a brief letter as the
promised follow-up to our recenl conversation regarding proposed changes to Guatemalas
Commercial and Agricultural Business Tax (the IEMA.).

First, let me reiterate what | believe Deputy Assistant Secretary Zelikow told you at vour
meeting with him on October 9, It is nor the position of the LS, Treasury Department that the
IEMA should be withdrawn or changed in a manner that adversely affects the revenue it generates,
If, however, it were possible to change the tax 1o make it creditable for LS. tax purposes while not
significantly reducing the revenue collected therefrom, we would welcome such a change.

I would also like to stress that the ULS, Treasury Department has not evaluated the private
sector proposal for modification of the IEMA you have received, nor would it do so. Ordinarily,
determinations regarding the creditability of foreign taxes are made only by the 1.5, Internal
Revenue Service with respect Lo already enacted taxes and upon receipt of 2 request from a taxpayer
subject to the tax. In the case of proposed taxes or proposed changes to an existing tax, foreign
governments sometimes rely upon the advice of U8, tax counsel in crafting a tax that in counsel s
opinion would be creditable for U.S. 1ax purposes. There 18, of course, no way 1o be ceratin that the
IRS would agree with counscls advice, although the [RS has on occasion met with foreign
government representatives to discuss creditablity issues generally.

These are the points 1 had hoped to make to you by phone. 1 hope they are clear. To help
ensure that there is no misunderstanding, we will convey to Enron the substance of this letter. Please
feel free to call me if you would like to discuss this matter further.

Sincerely,

Philip R. West
Intemutional Tax Counsel

(e Deputy Assistant Secretary Dan Zelikow

beo:  Deputy Assistant Secretary Joseph H. Gunientag
Richard Johnston, Intemational Economist
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January 14, 1958

Mr. Philip B. West

Intermational Tax Counsel

U 8. Treasury Department

1500 Pennsyivania Avenue, MW
Washington, D.C. 20220

Diear br Wesn,

Thank vou for taking the time last week to meet with Cullen Duke, Mike Pate, Shannon Rathifl
and me to discuss various international tax competitiveness and simplification proposals. In
particular, these proposals impact U5 multinanonal companies invodved in foreign infrastructure
projects, ‘We appreciate your diligent review of our proposals and vour lrmghtﬁ.ll comments. We
will be glad to provide you with any additional information that you may Tieed to perform your
analysis of our proposals

In response to your concemns with our suggested amendment to the Subpant F high-tax exception,
we offer the following illustranion of the current inequities of the high-tax exception and 2
maodified proposed solution

ILLUSTRATION OF COMPUTATIONAL PROBLEMS

The Houze Communtee Report 1o the Tax Reform Act of 1986 stated that the high-tax exception
should provide the taxpayer with certainty and should be applied broadly where there is no tax
avoidance As we discussed, the computational methodology adopted in the final high-tax
regulations does not achieve these Congressional objectives due pnmanly to the followang: (i) the
high-1ax exception 15 based on U S eamings and profits which often causes an anificial dilution of
the foreign effective tax rate, (i) the test is computed on a post-'36 pool basis as opposed to the
general current vear focus of Subparnt F. (1) the utilizanon of foreign tax loss cammyovers is
effectively treated as tax avowdance, and (iv) the test must be computed in U.S. dollars which
places the U S shareholder a1 the mercy of unpredictable currency exchange rate fluctuations

To illustrate the unintended results of the current high-tax exception test, we considered whether
a U S company doing business in the U.S. could meet this exception. Attached as Exhibit A is an
example of how the high-tax exception would apply 1o a U.S. company owned by a Dutch
subsidiary of a UK. multinational assuming that the UK had a U8 stvle Subpart F regime with
the same high-tax exception test as described in Reg §1 954-1(d). In this example, we assumed

Matural gas. Electricity. Endless possibilities.

00800000000320



that the U5, subsidiary owns and operates a relatively small power plant in the U5 and is fully
subject to U5, federal tax with no special tax benefits. {The example is based on an actual
foreign project.} Incredibly, the U.5. company would have to defer dividends until iis
iweniy-seventh year of operations in order for the Dutch holding company to meet the
high-tax exception on dividends paid by the U.S. company! Clearly this is an incongruous
result that a U S. computational exception to Subpart F cannot be met when applied to U5 tax
law itself Monetheless, this is the situation that we face in numerous foreign countries that have
tax rates around 35% and some sort of accelerated depreciation.

MODIFIED PROPOSED SOLUTION

A possible solution to the four computational problems that we noted would be to amend
§954(h)4) as follows,

“ if the taxpaver establishes 1o the satisfaction of the Secretary that (i) such income was
subject to a statutory rate of creditable income tax for that year imposed by a foreign
country greater than 90% of the maximum rate of tax specified in §11, and (ii} the actual
foreign tax paid on such income was 90% or greater of the theoretical U.5. §11 1ax
{computed in functional currency of the CFC) that would have been due if such income
were garned from sources wathin the U S by a U S, corporation.™

Using this revised high-tax exception definition, the LS. company in cur example would meet the
high-tax exception in every vear, including years when no tax is actually pad due to current year
tax losses or tax loss carryovers. See Exhibit B We acknowledge that our proposal would
introduce additional complexity (i.e, an “as if” U & taxable income calculation), but since the
high-tax exception is elective this complexity would be at the taxpayer's discretion, In our case,
we would welcome this complexity since it would pravide us with a workable high-tax exception
that could be modeled with certainty

We appreciate your consideration of our proposals. Please do not hesitate to call Cullen at (713}
Edb-6063 or me at (713) 853-649 1 if you have any questions or comments

Sincerely,

_‘-'_.
~

-
e

James A (nnty
General Manager - International Tax

Attachments - as stated

cC Mr William Moms (L 8 Treasury)
Mz Barbara Angus (JCT)
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Ms. Brig Pan (Senate Finance Committee)

Mr. Nick (iordano (Senate Finance Commitieg)
Mr. John Buckley (Ways and Means Committee)
Ms. Judy Hill {Senator Haich's Office)

Mz Maria Freese (Senator Bawcus' Office)

Mr. David Pearce { Rep. Houghton's Office)

Mr Craig Kramer (Rep. Levin's Office)
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Knll:, John Jr

From: Angus, Barbara

Sant: Tuesday, January 15, 2002 2:01 PM
Ta: VWeinbergar, Mark

Subject: Meeling with Enron

Az | mentioned yesterday, | mel with representatives of Enron on May 14th 1o talk about a series of international fax
sirmplfication and reform proposals, most of which were fems incluged in The Hateh-Baucus-Houghton-Levin intemation:a
bills introduced each Congress, Because of the variey of fechnical issues they wanled to address, Michael Mundaca, Pat
BErown and Michael Caballero sl participated in the meeting. Paricipating fram the Encon side wera Jim Ginty (VP Tax,
Enron Broadband Services), Cullen Duke (WP, Intemationsl Tax) and Mike Pate (Bracewsll and Paiterson). They sent a
letber in advance of the meeting with a descripfiono f each of the issues they wanled o discuss and another kelter with
follow up materials after the meeting. Balh lefters were sent for FOLA release.

Fleasze ket me know if you would ke a description of 1he lssues they raised, Thanks.
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DuKe

Cullen A, Duke
Wice Presien!
[mternatiomal Tax

% Enron Corp,
# P.{). Hox T1EE
Hieusten, TX 772511188
F1a8dd 6307
Fez T13-645-7151
Cullem DubAlenron Sdr

May 15, 2001

Mz, Barbara M. Angus

Acting International Tax Counsel
Department of the Treasury

1500 Pennsylvama Ave,, NJW
Washington, DC 202210

[Mear Barbara:
Thank veu for taking the time to meet with me vesterday to review the international tax
provisions. As promised, enclosed is a copy of the example illustrating how the 'S

corporate income 1ax on & power plant project would not meet the IRC §954(b)(4) high
tax exception under the current regulations.

Please feel free 10 call me if vou or any of vour staff have further questions or comments
@5 vou review these pravigions in detal.

Sincerely.

T
At e

Cullen A Duke

Endless possibilities.™
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RACEWELL
ATTERSOMN o

PATE
K,

ATTORMEITE AT Law

May 8, 2001

Ms. Barbara Angus

Acting International Tax Counsel
United States Department of Treasury
1500 Pennsylvania Avenue, N'W
Foom 1000

Washington, DC 20220

Michee! L Pate
Partner

3000 K Screer BB Suie 500
Washirgroe, DC 20006-1871
Phome: 102 B78 5841

Fax- 200.223.1225
mpateEbies . com

Ke: Meering with Enron o Monday, May Id, 2000 ar 3:30 pom.

Dear Barbkara:

Enclosed are materials provided by Enron detmling the issuez for the meeting referenced above, We
lowk forward to wvisiting with you next week, and to discussing the matenal wath you.

The people that will be present are:

1 Jarmes (" Jim™) Ginty
Vice President, Tax
Enron Broadband Services
poB: o)

2 Cull=n Andrew Duke
Wice President
International Ta
DOR Lh‘)iblﬁ

3. Bdichas| L F'a;nh:
poB: Y6

Please call me a1 (202) BI8-3841 if you have any questions or need additional nformation. Thank

Yo
Wery truly yours,
Bracewell & Pm“ﬁ' L.LFP

Y e
W P ?[./{/

Michas] L. Pae

MLPeb

Enclosures
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Reform of Subpart F Treatment of Commaodities Income

E!_'Erﬂl Risk Management and Similar Industry Problem:

As the energy (and other commodity) markets in the US and in other countnes
deregulate, both producers and consumers of energy, such as natural gas and electricity,
are exposed o market price volatility, supply and other risks. Most of these nsks can be
managed through vanous forms of contractual agreement:, ‘ncleding contracts for
physical delivery as well as financial contracts such as swaps, forwards and notional
principal contracts.

Many US and foreign energy companies seek (o offer risk management solutions 1o these
producers and consumers, US based companies are currently among the most innovalive
competitors in offering new and wnique forms of nsk management products, However,
large foreign based energy companies are becoming much more competitive as they sain
expenence with deregulation in their own countries.

One factor that 15 also helping foreign based energy companses become more competitive
is the LIS taxation of their US based compemtors. Under the Subpart F rules which
pccelerate the US maxation of certain types of income earned through controbled foreign
corporations (“CFC™), a CFC's income from these energy rish management products can
be toxed curremtly to the US shareholder of the CFC under several provisions. For
example. the physical delivery of natural gos can be raxed cuvemiy as Foreren Personal
Holding Company Income ("FPHCI™), Foreign Base Company Sales Income and Foreign
Basze Company Oi Belated Income, 1 is often the case that changing the terms of such o
tranzaclion o el an exception for one of these Subpar F provizions will cawse 11 1o fall
wilhin ong of the other Subpan F provisions

While there are conventional structures 10 mitigate the impact of so_ne of these Subpant F

rules, such technigues are cumbersome and add complexny. In addition. recemt ,
developments with respect o non-tax issues, such as counter-party credit risk and

regulatory capital requirements, make some of these technigques financially costly or even

impractical from a commercial standpoint.  Thus, the combination of the Subpan F anti-

deferral rules and non-tax commercial considerations place US based energy companics

at a competitive disadvaniage relative to their foreign compenitors.

The first suggested solution would be to amend the definition of FPHCI o better
coordinate the “commaodity exception™ for active physical commodity transactions with
the “dealer exception” for active financial commodity transactions as both are descnbed
in Section 254{c). The second, preferred suggested sclution would be 1o amend the
definition of FPHCI as above, but also to make clear that qualifying commedity receipis
would be excluded from all other Foreign Base Company Income definitions under
Section 954,
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Proposed Staty =

Partial solution: Subsection (c) of Section 954 would be amended by revising sub-
clause (it) of existing clause {1)0{C) to read as follows:

“(i1) are active business gans or losses from the sale of commaodines, but only of
substantially all of the controlled foreign corporation’s business 15 as an active
producer, processor, merchant or handler of commodities or as a regular dealer in
instruments referenced to commodities (as described in subsection (H2HC) of
thiz section).”

Preferred solution: Subsection (c) of Section 954 would be amended by deleting sub-
clause (n) of exisone clavse (10T and re-numberaz soub-clawse (m) as sub-chmse (1)
A new sentence would be added 10 the end of clause (1MC) to read as Tollows:

“Thiz section 934 shall not apply 10 gains or losses which aré acthive business
gains or losses from the sale of commodities, but only if substantally all of the
controlled foreign corporation’s business 15 as an active producer, processor,
merchant or handler of commodities or as a regular dealer in instruments
referenced (o commaodities {as described in subgection (¢ 2T of this section.”

Anmalvsis, Tax Policy and Revenuoe Impact:

There are two sigmhcant Subpant F oproblems relative to nisk management products
offered by CFC s, First, under the exssting Subpant F rules applicable 10 FPHCL. o seller
of energy risk management products could qualify for the financial dealer exception o
the physical commodity exception but not both. The seller could qualify for the dealer
exceplion by eaming income as a dealer in financial instruments referenced to
commaodities, such as swaps. forwards, futures, opliions and nouonal pnncipal contracts.
Aliernanively, the seller could qualify for the commodity exception by eaming’
substantially all of its receipis from entering into transactions with respect 1o physical gas
and electncity, However, the term “substantially all” requires 85% of gross receipts 1o be
camed from transactions in the physical commodities. If this same seller eamed 16% of
its gross receipis from financial transactions that would stherwise qualify it for the dealer
exception, the 84% of gross income from physical transactions would generate FPHCL

Thus, foreign affiliates of US energy companies must offer physical and financial
products in separate companies in order 1o gualify the two types of products for the
separate exceptions. This segregation in separale entities causes numercus commercial
and back-office difficulties such as 1) booking physical and financial positions in separate
eniitses complicates managing counter-party credit risk due to difficulty in offsetting
positions in case of bankruptey; n) segregating physical and financial positions makes it
difficult 10 adapt 10 market developments (c.g. the New Energy Trading Arrangements in
the UK); and iit) a significam Subpart F inclusion could be inadvertemly triggered by
failure to record a single matenal transaction in the correct legal entity.
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The lack of integration of the financial dealer exception with the physical commaodity
exception is probably due to the financial dealer exception being enacted 11 years after
the physical commodity exception. From a tax policy perspective, there does not appear
to be any reason 1o prohibit a CFC from acting as & dealer in both linancial and physical
risk management products. This proposed change is essentially just a techmical
clanfication.

The second significant Subpant F problem relates to the potential application of muluiple
Subpart F provisions to a commodity transaction.  As stated in the Senate Finance
Committee Report 1o the Tax Reform Act of 1986, the intent of the Subpart F rules for
commaodity transactions is that nel income from passive commodity investung should be
Subpart F income. but net income derived by an active commodity business should not be
Subpan F income, Sec page 364 of Scenate Report 99-313. This is o well stued and
desirable zoal which is adequately reflected in the Section 934{c) FPHCI rules and
Reculaton 1.954-2(f)

If & commodity activity meets the stnngent requiremnents of the Reaulation 1.954-2(N
active business test, the tax policy goals of the US should be satisfied and there should be
no reason to apply other Subpant F provisions. Under the current rules, other Subpant F
provisions might apply 10 an active commodity transaction depending on the tvpe of the
commdity, whether a related party 15 the supplier or customer, where the commaodity 1=
purchased andior delivered. ete. These factors should not be relevant 1o determiming
whether o commodity activily generates Subpuart F income. The substanuve economic
activity of an active commodity business ocowrs where the traders, originaors and back-
office suppon personngl are located, Hundreds of emplovees are required 10 conduct an
active commodity business in each location. These dealers and oninators are highly
traned and skilled professionals who work oul of affices with substantial facilities. Fos
commeércial reasons, the operations have 1o be located in major financial centers such as
London, Tokvo, etc.  The location of the physical provisioning of the commodity is
typically not a major value-added activiny.

" Furthermore, transactions with related parties should not raise a Subpart F concern.
Under the transfer pncing rules of the US and other countries, arm’s-length pricing must
be used for related party tramsactions. For an active commodity business. there are
typically comparable uncontrolled prices available (i.e., the publicly quoted screen price).
It 15 also clear that active commadity businesses creale tax nexus in each country where
such businesses are located and such countries require an appropnate profin 1o be
attnbuted to the operation in each country. It would be difficult to arificially shifi profits
out of the host countries to low tax jurisdictions. It would be even more difficult 1o
physically locate these substantial nsk management dealing operations in a 1ax haven
junsdiction. In other words, Subpart F has often acted as a “back-stop™ 1o the arm's-
length requirement of Section 482. We believe that due 1o the wealth of reliable,
comparable transaction pricing for these types of businesses, Subpant F is not needed for
such a back-stop.

The need for reform of the Subpan F commadity rules is driven by strong international
competitiveness concerns.  Currently, US companies are among the most strongly
positioned energy and commodity dealers intermationally, This market position has been
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achieved largely as a result of the US companies’ innovation in creating liquid markers
and risk management products.  However, foreign based energy and commodity
companies are guickly building their dealing capabilities and these foreign based
companies do not have home country tax laws eguivalent to the Subpart F provisions
affecting risk managemeni/dealing income.

There should be little or no revenue loss to the US Treasury as a result of bener
integrating the physical commodities and financial dealer FPHCI excepnons because LIS
based risk man. 2 ment providers are able 1o currently strecture their operations 10 meet
the separate physical commodities and financial dealer exceptions. However, there could
be some revenue loss by subjecting commodity activities exclusively to the FPHCI

ProviISions,

February, 2]
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Change Method of Computing High Tax Exception - § 954(b 4}

Power (and Other Asset Intensive) Industry Froblem:

Pursuant to the “high tax excepuon” 1o Subpart F, a U.S. corporate shareholder should
not be currently taxed on Subpant F income eamed by a CFC if such income is subject 1o
foreign tax at a rate at least equal to 90% of the U.S. corporate rate (i.e., currently 31.5%,
which is 90% of 35%). The House Committee Report to the Tax Reform Act of 1986
states that the high tax exception 15 supposed to provide taxpavers with cerlainly and
should be applied broadly where there is no tax avoidance. (See the attachment.)
Unfortunately, the final high tax regulations do not achieve these goals.

The final regulations require that the high-tax exception be computed in ULS, dollars
using ULS. earnings and profits adjusiments. The reguirement to use the U.5. dollar
translation of taxes introduces uncontrollable exchange rate uncertainties which precluds
the use of the high tax exception for pre-investment tax planning purposes. In addition,
the U.S. earnings and profits adjusiments inappropriately dilute the foreign effective tax
rate for asset inlensive busingsses.

Subsequent 1o the TRA 1986 corporate rate reduction, many foreign countnes have also
adjusted their corporate tax rates 1o the 35% 10 40% range. These countnies also tend o
compute local taxable income in a manner sirmilar to U5, rules. Thus, one would expect
that the high tax exceplion could be met in the majority of these countnes. However,
because of the requirements to ranslate foreign axes mto U5, dollars and make U5,
earnings and profits adjustments, it is often impossible for asset intensive businesses to
mest the high tax excepiion.

Proposed Solution:

The proposed change would make three clarifications to the high tax exception
calculation.  First, the exception would be computed in the functional currency of the
CFC, thereby avoiding unpredictable exchange rate problems. Second. the computation
would be based solely on foreign laxes paia or sccrued during the year. Third, the tax
rate companson would be made 1w the US, taxes that would be due if the CFC were
conductuing the same business in the 1.5,

Proposed Statutory Languape Change:

Subsection 9534(b 14} would be amended 10 read as follows:

(4) Exception for Cenain Income Subject to High Foreign Taxes. - For purposes
of subsection (a) and section 953, foreign base company income and insurance
income shall not include any lem of income received by a controlled foreign
corporation if the taxpayer establishes to the satisfaction of the Secretary that such
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income was subject to an effective rate of income 1ax for that vear imposed by o
foreign country greater than 90% of the section 11 tax (computed in the
functional currency of the controlled loreign corporation) that would have
been due if such income were earned by a domestic corporation from 1.5,
sources. The preceding sentence shall not apply 1o foreign base company oil-
related income descnbed in subsection {ali5).

Analvsis, Tax Policy i

. Subpart F was imtended to prevent avoidance or deferral of current LS. taxation
of income that was readily moveable o low-tax foreign junsdictions.  Foreign base
company income that i in fact subject 10 a “mgh™ rate of tax in a foreign country 15 not
the tvpe of income targeted by Subpar F.

Under current Regulation §1.954-1{d}, the high tax exception is applied based on
the effective rate of tax computed in U.S. dollars on 2 U5, eamings and profit basis.
That is. the foreign tax paid on an item of income (translated into 1.5, dollars) is divided
by the sum of the item of net foreign base income (translated inte U.S. dollars) and the
tax. The existing regulatons for post- 1986 years require the amount of taxes paid with
respect 10 the item of net foreign base income 1o be determined using the post-1986 pool
of foreign laxes.

The computanonal methodology adopted i the current regulation creates a
number of distortions and inappropriate results. First, differences in the timing of when
items of gross income or expense are recogmied under foreign tax law and under the
L5, earmings &nd profits rules will affect the computation and 1end 1o artificially dilute
the foreign effective 1ax rate in early yvears, This is especially true for the 1.8, eamings
and profits adjustment for depreciation expense. Second. computing the effective rate in
LI5S, dollars may distort the effective rate since the amount of the tax and the eamings
and profits amount may be computed using different exchange ratei. (A computation in
the CFC's funcional currency would be consistent with the gener . functional currency
E&F wacking rule of Section 986(b)1).) Third, there 15 a severc penalty for the
utihizanen of a foreign lax loss carryover because the resulting foreign effective rate 1s
compared 1o the ULS. statutory rate.  Fourth, reference to the post- 1986 pool of foreign
taxes 15 inconsistent with the general current vear approach of Subpsrt F.

2. Since the proposed change would compare the actual foreign tas paid to the U5
tax that would have been paid if the activity were performed in the U.S., the tax palicy
objective of discouraging avoidance of ULS. 1ax would be achieved. Businesses are not
motivated to anificially shift inceme 10 foreign junsdictions where the actual rate of tax
15 in excess of 90% of the U.S. rate. Al the same time, the proposed change would
simphfy computations for taxpayers (for example, by computing the exception in the
functional currency), resulting in greater certainty. Administration of the exception
wouid also be simplified for the IRS.
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3 The current regulanons were promulgated to reflect the changes 1o the high tax
exception made by the Tax Reform Act of 1986. The high tax exception was modified 1n
1986 to change from the pre-1987 subjective “sigmficant purpose™ 1est 10 an objechive
test. As noted in the House Commuittee Report to the Tax Reform Act of 1986, the intent
of the change to the high tax exception was 1o make the application of the high tax
eaceplion more ceriain, especially considening that the scope of income covered by
Subpart F was subsiantially broadened by the 1986 Act. For reasons stated in items 1.
and 2. above, the final high tax exception regulation does not meet this Congressional

objective.

q, There may be some revenue loss as a result of this change, but it should be
insignificant. First, manv taxpayers in the power industry structure their projects so as 1o
avoid the need to rely on meeting the high tax exception. However, this structuring is
coslly and adds to the complexity of LS. tax reporting and administration. Second. this
proposal should be viewed not as a legislative change, but rather as a ssmplification and
rejection of the current Regulanon §1.954-1(d) a= going bevond the intent of Congress
when Section 95464} was amended 1n 1986,

February, 2001
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Attachment

Tax Reform Act of 1986 - Extract from the House Commuttes

Ee 10 AC i 2

"The bill modifies the rule of section 954{b}4), which excludes non-tax avoidance
income from current taxation under subpart F, by replacing present law's subjective
"significant purpose” test with an objective rule. Under the new rule, subpant F income
does not include items of income received by a controlled foreign corporation af it is
established to the satisfaction of the Secretary that the income was subject to an effective
rate of foreign tax equal to at least %) percent of the maximum corporate tax rate (36
percent under the ball). However. this exceplion to subpan F does not apply 1o foreign
base company oil-related income described in section 954(a){3).

Although this rule applies separately with respect to each "item of income™ received by a
controlled foreign corporanon, the committee expects that the Secretary will provide
rules permitung reasonable groupings of items of income that bear substantially equal
effective rates of tax in a given country. For example, all interest income received by a
controlled foreign corporation from sources within its country of incorporation may
reasonably be trezted as a single item of income for purposes of this rule, if such imerest
15 subject 1o uniform tasing rules in that country.

The committee intends, by making the operation of this rule more certain, to ensure
that it can be used more easily than the subjective test of present law. This is
important because it lends fexibility to the committee's general broadening of the
categories of income that are subject in the first instance to current lax under
subpart F. The commites’s judgement is that because moveable income could often be
a5 easily earmed through a U5, corporation as a foreign corporation, a LS. iaxpayer's use
of a foreign corporation 1o eam that income may be motivated pnimanly by tax
considerations, If, however, in a particular case no U.S. tax advantage is gamed by
routing income through a foreign corporation. then the basic premise of subpart F
taxation is not met, and there is little reason o impose the subpart F tax. Thus, since the
scope of transactions suhject to subpart F will be broadened, and may sweep in a
greater number of non-tax motivated transactions, the committee expects that the
flexibility provided by a readily applicable exception for such transactions will
become @ substantially more important element of the subpart F system."” (emphasis
added)
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Sub - ugh Treatment for Partnershi

Power (and Other Infrastructure) Industry Problem:

Many U.5. based unility and energy companies have been pursuing foreign power
projects. 1.5, based companies have also been pursuing other types of foreign
mfrastructune projects (e.2. pipelines, roads, dams, airports).

A U.S. based multinational will often structure large forsign infrastruciure projects by
using a wholly owned forcign holding company (Holdco) to own its imterest i the project
entity (Project).  Project would typically be structured as a partnership for U5, rax
purposes.

Because of the substantial capital invesiment required for these projects as well as far risk
diversificanion purposes, Holdeco will wsuvally not own 100% of Project  Howewver.
Holdco may not be able to identify all third party investors for Project until some time
after project development has commenced. In these cases, Holdoo may sell pant of ns
interest in Project to third parties at a later date.

Under the current Subpart F rules, gmin realized by Holdco on the sale of pan of s
interest in Project would be Subpan F Foreign Personal Holding Company Income.
subject to the normal exceptions (e.g., de minimis, high taxed). Because of the Section
B6d(e) interest expense allocation rules and the Section 904{f) overall foreign loss rules,
many U5, based multinationals engaged in foreign infrastructure activities cannot claim
forgign tax credits.  Accordingly. if Subpan F applies. there will hikely be double
laxation

In cermain cases, Subpart F income can be avoided by having Project issue mew
sharesfunis to the .hird pany investors. OfF course, this is an economically different
~result singe Project, .ot Heldoo, receives the cash.

Ii the 1.5, shareholder of Holdoo 15 not required to pay 1ax on a Subpan F inclusion, the

cash would typically be rammvested by Holdoo in other foreign projecis or used 0 iy
down Haoldoo's debt

The suggested solution would provide for a look-through (i.e., aggregate) rule for the sale
of a partnership interest for Subpan F purposes such that the sale of a partnership interest
would be treated as a sale of the underlying asseis of the partnership provided that the
CFC panner owns more than a portfolio interest in the pantnership prior 1o the sale.
Proposed Statu angu

Mew paragraph (4) would be added to Section 954(c) o read as follows:

(4} Look-through Eule for Disposinons of Partinership Interests. -
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(A) IN GENERAL. - In the case of any sale or exchange by a controlled foreign
corporgtion of an interest in a partnership with respect 1o which the corporation 15
a l0-percent owmer, such corperation shall be treated for purposes of this
subsection as selling or exchanging the proportionate share of the assets of the
partnership attnbutable 1o such inerest

(B) 10-PERCENT OWNER. - For purposes of this paragraph. the werm ‘10-
percent owner' means a contro’!c 4 foreign corporation which owns [0 percent or
maore of the capital or profits interest in the parnership. The constructive
pwnership rules of secuion 958(b) shall apply for purposcs of the precedmg
senicnee.

(Substannally similar language was included as Section 108 of the Intemational Tax
Simplification for American Competitiveness Act of 1998 (5. 2231, HER 417510

Analvsis, Tax Poliev and Bevenue Impact:

l. The current Subpart F rules provide foreign multimanomals with competitive
advantage over ULS. mulunationals with respect 1o foreign infrastructure activities
Foreizn mulunationals are generally able 1o structure progect sales 1 a tax efficeent and
admimsiratvely simple manner. On the other hand. U5, multinationals are frequently
faced with double axation of such income, Because these foreign infrastructure projects
are very competiive, a decreased rate of retum for a ULS. based mulinanonal due to
Subpan F provisions could mean lost projects

2. The proposed change would conform the Subpart F partnership gain rule with
other partnership disposition rules and with UL5. tax policy. Specifically,

a. The current Subpart F rule for piins from partnership sales s directly contrary
1o the Service's position in Revenu- Ruling 91-32 relative 1o the disposition of a
foreign partner’s interest in a parinership that 15 engaged in & U5, trade or
business. In this ruling, the [R5 stated,

“It 15 appropriate 1o real a foreign pariner’s disposition of ils interest in a
partnership that is engaged in a trade or business through a fised place of
business in the United States as a disposition of an aggregate interest in
the parinership’s underlying property for purposes of delermining the
source and ECT character of the gan or loss realized by the foreign
pariner”. .

The outhbound parinership ransfer rule of Secton 367(aN4) and the inbound
FIRFTA rule of Section 897(g), both statutory provisions, also use a look-through
(apgregate) rule for charactenzing the gain from the sale or exchange of a
partnership interest. There 3¢ no tax policy reason why this same look-through
trearment should naot apply for Subpan F purposes.
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Similarly, Section 731 provides a look-through {aggregate) rule to re-charactenze
capital gain from the disposition of a partnership interest as ordinary income 10
the extent of the panner's share of “tainted” ordinary income assets held by the
parinership. Subpart F should have an analogous rule for “ainted” passive assets
and income, but the rule should be likewise limited by such a look-through.

b. Subpant F could be avoided if an intersst in the assets of the parmership were
scld and the cash distributed 10 the CFC partner. However, this is frequently not
feasible due 10 burdensome and costly foreign coun'r legal requirements and
considerations.

U.5. tax policy mcludes the principle thar twe economically similar transactions
(i.e.. a sale of a partnership interest and a sale of partnership assets followed by a
cash distnibution) should not result in diametnically opposite tax results. For
example, the IRS stated in the preamble to the final and temporary Section 367
regulations (T.D. 8770, June 19, L998) that “The IRS and Treasury Depamment
believe that substantially similar transactions ... should not be treated in markedly
different manners.”

c. The legizlative history to the existing rule of Section 954(ci(1NB) does not
indicate why parinership gmins were added 1o Subpart F. See the House
Committee Repont 10 the Technical and Miscellaneous Revenue Act of 1988
Presumably, this provision was directed at pannership gains realized by ponfolio
nvestors. If so, the proposed change would address this concem by limiting
look-through treatment o 10% or greater partners.

d. With a Jook-through rule, gain auributable to passive Subpan F Ivpe assets
{e.g.. stock investments, and securities) would continue to be subject 1o Subparn F,

3 It1s difficult to imagine how a look-through rule could b used by laxpayers 1o
chiain abusive results since the Subpart F provisions would appry .o the deemed sale of
the partnership’s assets,

4, This i1ssue was not addressed by the so-called Brown Group regulations re-issued
last fall as proposed regulations, However, we believe that a look-throwgh rule for a
disposition of partnership interests would be completely consistent with such regulations.

5. The proposed change could result in some revenue lass to the U.S. Treasury, but
It should net be significant.  As noted. gains from penfolio investments and gains from
other passive Subpan F assets would continue to be subject 10 Subpan F.

. Substantially similar language was included as Section 107 of the International
Tax Simplification for American Competitiveness Act of 1999, introduced in the 1%
session of the 106" Congress as S. 1164 by Senators Hatch and Baucus and as H.R. 2018
by Representatives Houghton and Levin.

February, 2001
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Exclude Pipeline Transportation from Subpart F

Fipeline Indusicy Problem:

Many countnes in South Amerca, Europe and elsewhere are adopling open access
pipebine transportation, as m the US. Most of these pipelme systems will involve
transporting natural gas across national borders. The subpart F mules acceleraung US.
taxanon of foreign base company oil related income (“FBCORI™) include a CI'C's
income from pipelhine ransperiation of hydrocarbons. Exceptions are provided for 1)
trangportation income eamed in the country where the hvdrocarbons are extracted or 2)
transportation income earned in the destination country but only if the CFC or a related
person sells the hydrocarbons for use or consumption in that country. This makes it
difficult for the CFC owner of a multimational open access pipeline to fall within one of
these exceptions. In such a case, the CFC is unlikely to be involved in extraction
activities or own an interest in the hydrocarbons (either directly or through a related

party.

Furthermore, if the hydrocarbons are transported across a third country which is neither a
praducer nor a consumer there 12 no possible exception to Subpart F. (The Section
954(hji4) high 1ax excepnon does not apply to FBCORL) See the attached map
(Attachment A), which 12 represemative of an open access pipeline project under
development that would fall within this laer category.

The intent of the FBCORI provisions in Subpart F was 1o currently 1ax the sales and
distribution come of U.S. based integraied petroleum companies where such income
wus casily shifted 1o Jow tax junsdictions from the countnes where the petroleum
products were extracted or consumed. The ironic aspect of the current rules as applied to
the described situation is that the absence of ownership in the hydrocarbons prevents the
CHC pipeline from benefiting from the consumption exception. It is clear from the
legislative history that multinational ol and gas company imcome and not pipeline
transportation income was the target of the FRCORI rules. MNonetheless. the current nules
capture LL5. developers of foreign pipelines which make them non-competitive in bids
for these pipeline opportunities

Proposed Salution:

The proposed change would add a third exception 1o FBCORI for pripeline transportation
of oil or gas. Thus, the exception would apply whether or nat the CFC owner of the
pipeline owns any interest in the hydrocarbons. In addition. the exception would apply 1o
income earned from transportation across a country where the hydrocarbons were neither
extracted nor consumed.
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F r Change:

Subsection (gh(l) of Section 954 would be amended by adding the clause “{C) the
pipeline transporiation of otl or gas within such foreign country.” After amendment,
subsection (gi(1) would read as fallows:

Foreign Base Company Oil Related Income-For purposes of this section -
(1) In General - Except as otherwise provided in this subsection, the term
“foreign base company oil relsed income” means foreign oil related
income {within the meaning of paragraphs (2) and (3) of section 907(c))
othet than income derived from a source within a foreign country in
connection with — (A) oil or gas which was extracted from an oil or gas
well located in such foreign country, (B) oil, gas, or a primary product of
oil or gas which is sold by the foreign corporation or a related person for
use of consumplion within such country or is loaded 1n such country on a
vessel or aircrafl as fuel for such vessel or arcraft, or (C) the pipeline
transportation of oil or gas within such foreign country,

Analysiz, Tax Paliey Revenue Imipact:

L. A gas transportation system of the scope existing in the ULS. and Canada will be
developed in South Amenica. Pipeline svitems are also being developed in Africa,
Eastern Europe. Central Asia, India and elsewhere. Most of these counines are adopting
open access ransporiation. Under the present rules dealing with FBCORL, only a limited
amount of income from such pipeline sysiems would qualify for deferral from 1.5
mcome taxation. The FBCORI rules place US. developers of such pipelines at a
compelitive disadvantage, which makes it more likely that foreign compettors will play
the major role in the development and ownership of such pipeline systems.

2 When section 954(g) was enacted. Congress was concerned that under the then
existing foreign base company income rules, U.S -based mulunationzl oil companies
were avoiding ULS. income taxes on their foreign activities (see Anschment B). Because
o1l can be easily transporied around the world by tanker. it was possible 1o produce in one
couniry. sell al posted price, transpont by ship 1o a refinery located where there 15 no
mcome tax. take an additional marketing profit offshore and further transpont the refined
products to market, all without paying significant foreign or U.S. taxes. This is the type
of easily moveable (and often passive) income which Subpant F was ariginally intended
Lo target.

3 However, this opperunily for tax avoidance is less likely when pipzline
transporiation is involved. Unlike the refinery, which could be located anywhere and
avail itself of inexpensive ransponation by sea, pipelines can not chooss their locations
to avoid income taxes. (The path of a pipeline is influenced by geographic, political and
market factors rather than by tax planning ) Further, title (and the source of income) 1o
oil and refined products transported by sea can be transferred where convenient 1o avoid
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forergn 1ax.  Pipeline transportation income, on the other hand. will be taxed by the
country or countries where the pipeline is physically located.

This type of open access pipeline transponation income was not contemplated at
the ume the FBCORI rules were first enacted. The proposed amendment would not be
mconsistent with the policy goal of the FBCOR] rules, and it would put LS, based
companies on a level playing hield with their foreign competitors.

4, Ther ~hould be an insignificant revenue impact from this change. There are a
few foreign pipeline projects which have been developed by 1.5, multinational pipeline
companies, However, these few have fallen within the current limited exception to the
FBCORI rules by, for example, being wholly within the country where the hydrocarbons
are produced. Where the exceptions have mot been met and Subpan F would apply, U.S.
based pipeline companies have generally failed 1o be the chosen developer. In fact. the
JCT has estimated the revenue impact 25 a loss of only $75 million over 1en vears, and
that estimate principally reflects an indirect revenue loss as a result of the fixed GDP

revenue esimating convention.

5 This proposed change was included as Section 903 of the Taxpaver Refund &
Rehef Act of 1999, as passed by the Congress,

February, 2001
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Arlachment A

Argentina to Brazil Pipeline Example

Subpart F Result: The mcome earned from the transponation through Paraguay and

Bolivia 15 FBCORI with no exception available.

The imcome eamed from the

transporiztion in Brazil may not be FBCORI only of the country of consumption

exception can be met
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Anachment B

“Even with the changes mede in 1975 and succeeding years that limited the opportumity
o use excess credits o shelier non-extracion income, multinational o companies had
paid relatively linle U5, 1ax on their foreign aperations. In parl. this was due to the
special per country extraction loss rule, which provided that in computing the 46-percem
limitation on extraction taxes, extraction losses were nol taken into account f they arose
in & couniry for which the taxpayer had a ne1 extracthion loss for the vear, and which this
Act repeals (Section 207(cdi).  When the downstream z:t"vities were conducted n a
foreign subsidiary, however, LS. 1ax generally could be avoided even if foreign income
raxes were not sufficient 1o shelter all of the foreign income, since income of a UK.
controlled foreign subsidiary was not subject to U.S. tax unul that mmcome was paid to is
shareholders.  Also, becawse of the fungible nature of oil and because of the complex
structures involved, oil income is particularly suited to tax have type operations. [n
addition, because oil is fungible, downstream income can be manipulated - direcily, if the
taxpayer produced the oil, or indirectly, through swapping or similar practices. Therefore
Congress did not limit Subpart F treatment 1o 01l income associated with oil produced by
the taxpaver. -

The net result has been that petroleum companies have pad little or no 1.5, tax on ther
foreign subsidianes’ operations despite their extremely high revenue. Congress believed
thar all imtegrated oil companies shouwld pay U8 tax on foreipn oil related income
earmed m countries with taxes on that income below the U8, rate. Accordingly, the Act
applies the present law anti-tax have provisions (Subpart F) to 1ax currently cerfain low
taxed _.Fﬂr::fgu il related income earmed by foreign. corporations controlled by 1.5
FEL’EUHE.

"Earract from the Report of the Joant Commities on Taxation 10 Public Law 97.248; 1" Congress; H.R
451 jemphasis added)
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lude High Voltage Electricity issi art F

Industry Problem:

Many countries in South Amenca, Europe and elsewhere are opening their electneny
markets to competition, including privatizing assets and opening access 10 high voluage
transmission systems, Much of the growth in these systems involves the hnkage of high
voltage lransmission systems across national borders to create regional electneity 2 ds,
However, in order to foster the developrment of competitive electricity markets, the
regulations bemng adopted generally prohibat verical mtegration.  Thus, electnicity
generation companies are often prohibited from directly owning the high vohage
transmission and low voltage distribution systems.

LLE, compamiez paricipating in the development of these generation and transmission
projects almost always co-venture with other investors. This may help o reduce the level
of common ownership sufficiently o allow a U5, investor o own imerests in bath
generation and transmission companies while complyving with the vemical imegraton
restrictions under foreign law. Monetheless, the separate project entties may sull be
treated as related under Subpart F.

The Subpan F rules which accelerate US raxation of foreign base company services
meome (“FBCSI7) include a CFC's income from performance of services on behalf of a
related person outside the CFC's country of incorporation. The definition of services is
sufficiently broad 1w potennially cover the transmission of electricity generated by a
related person, although the 1ssue 15 not certain. See the example on the attached map
which 15 representabive of a high voltage transmission project under development that
would encounter this issue.

If the income from such services were treated as FBCSI under Subpant F, such incon.2
would be taxed currently to the U.S. shareholders of the CFCs. Such cument taxans .
would adversely impact the project economics. making it difficult for U5, based
multinationals to compete for these projects in the imtemational marketplace.

Proposed Solution:

The proposed change would add a clause to the definition of FBCSI 1o clanfy that i
excledes income from the transmission of high voltage electricity.

FProposed Statutory Language Changes:

Subsecnion {e) of Section 954 would be amended by adding clause (3) “Exceplion for
Income from Transmission of High Voltage Electricity” to read as follows:

(3) EXCEFTION FOR INCOME FROM TRANSMISSION OF HIGH
VOLTAGE ELECTRICITY. - The term “foreign base company services income’
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does not include income derived in connection with the performance of services
which are related to the transmission of high voltage electncity.

Analysis, Tax Policy and Revenue Impact:

| Electricity systems throughout the world have been generally operated by
monopelistic, vertically integrated companies for most of this century. Ouside the US.,
these companies have ofien been state-owned in contrast to mostly privale ownership in
the U5, While deregulation and competition are gradually being introduced in the TS,
many foreign countries have already opened their markets 10 competiion. This has been
accompanied by partial or complete privatization of the state-owned companies in mosi
cases. The developing regulatory environment is attempting 1o promote competition and
inhibit the creation of monopolies by prohibiting vertical integration through the direct
common ownership of generation, transmission and distnbution assets.

2. The US. has long had a national elecuricity “grid™ linking the proprictar
ransmussion systems of most electric utilities, allowing for movement of electricity from
areas with surplus electricity to those area electncity shonagzes. Due to the separate
national ownership of elecincity assels. lack of developmen capital and other factors,
these large geographic transmission gnds have not developed 1o the same extent ouside
the LS. With the pivanzation of electnenty systems as described in paragraph | .. these

gnds are starting to develop owside the US.

3. Under the curremt US. tax rules dealing with FBCSI, it 15 possible that the
transrmission of electricity on behall of a related pany could be considered as foreign base
company services income. Thus, if a CFC owned a cross-border transmission system
which carried electricity generated by a related CFC, the income earmed in the destination
country (1e. outside the country where the clectricity was generated) could possibly be
taxed currently under Subpart F. The Subpan F issue could be avoided, in theory, by
owning the portion of the ransmission facilities in the desunation country through a CFC
mcorporated in that country.  However, this is often not feasible due 10 non-tax,
commercial or regulatory requirements.

4, If the FBCSI rules were applied in this siteation, it would place U.S. develapers
of these systems at a competitive disadvantage, making it more likely that forcign
competitors will play the major role i developing these systems. Panicipation in these
foreign projects is important o U.S. based energy companies 1o help mitigate the
economic disruptions likely 1o occur as a result of ULS. deregulation of this industry.

5. The mtent of the FBCSI provisions in Subpart F was to currently tan easily
moveable mcome from personal services that could be eamed through tax haven
jurisdictions. In many cases, the income from such personal services might be performed
in a third jurisdiction that would net tax the income. In such situations, the income would
escape all taxation unti] repatriated 1o the U.S,
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6. It 15 clear that income from transmission of high voltage electricity 1% not the type
of income targeted by Subpan F. First, it 1s not of the same character as personal services
income such as “techmical, managenal, engineening... or like services” as histed i [RC
§954(e)(1). Second, it is not easily moveable, as it is only eamed from the ownership
and operation of substantial, permanently affixed, high voltage transmussion lines,
gwitchyards and complementary equipment. Third, the resulting income will generally
be subject to substantial income taxes in the countries where the assets are physically
located and the income 15 camed,

7 This type af income was not contemplated at the nme Subpart F and 1he FBCS]
rules were first enacted in 1962, The propesed amendment would not be inconsistent
with the policy goal of the FBCSI rules, and it would put US based companies on a level
plaving field with therr foreign competitors.

B There should be no revenue impact from this change. As alluded to previously, i1
15 not clear that imcome from the transmission of electricity falls within FBCSI as
currently defined in the statute and regulations, The proposed change should be
considered a technical clanfication. Even if it were considerad o legislative change. there
should be no revenue impact. There are few cross-border transmission system projects
that have been developed by multinational companies, as the projects are only now being
started on a large scale. Without this proposed change, though, it is unlikely that U5,
based multinational companies will be chosen 1o develop many, if any, of these projecis
due to the adverse impact on the project economics causcd by the current ULS. taxation
that would occur under the existng Subpan F rules.

9. This proposed change was mcluded as Section 904 of the Taxpayer ﬁe!und &
Relief Act of 1999, as passed by the Congress,

February, 2001
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Attachment
Argenting 10 Brazil Transmission Example

Subpart F Result: Income from the transmission of electnicity in Brazil on behalf of a
related electnicity generation company in Argentina would potentially be FBCSI
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INTEREST EXPENSE ALLOCATION RULES
IMPLICATIONS TO D POWER COMPANIES

kyround

Prior to the 1990's, the electricity and gas industries in most foreign countnes were either
state owned or regulated. However, in recent years, man, [areign countries have begun
to privatize and deregulate these industries. This phenomenon has created opportunities
for U.S.-based utilities and energy companies to pursue foreign power and pipeline
infrastructure projects

A typical foreign power or pipeline project involves hundreds of millions of dollars of
capital outlay and large project specific bank horrowings. The foreign project is usually
subject to significant local country income tax.

The foreign power and pipeline infrastructure ndustry 1s highly competitive. U.5.-based
compamies face stiff competition from foreign-based companies. Currently, due to the
application of the U.S. tax system, foreign-based companies have a competitive
advaniage over U.S.-based companies. To compete effectively for these projects, it 15
cructal that U.S.-based companies avoid significant U5, double taxation relaed 1o these
projects. I there is double tax, the U.S -based company will most likely lose the project

L.S, Foreipn Tax Credit (FTC

A U5 company is subject 10 U5, 1ax on dividends paid by its foreign subsidianes. In
addition, the U.S. has an elaborate set of rules that can cause the eamings of a foregn
subsidiary to be currently taxed 10 a U.S. shareholder on an accelerated basis regardless
of whether an actual dividend has been paid (i.€.. the “Subpart 1™ rules).

In theory, the U.S. tax on actual or deemed Subpart F dividends should be reduced by a
foreign tax credit (FTC) for income taxes paid by the forergn subsidhary. If the FTC
worked properly, the U.S. shareholder would only be subject 1o U5, tax 1w the extent thal
the ULS. 1ax rate exceeds the foreign tax rate of the country where the foreign subsidiary
operates. {In practice, the FTC does not work properly. See next sechion relative to the
application of the FTC rules to the power indusiry, )

In order to prevent foreign taxes from offsetting the U5, 1ax on domestic source income.
the FIT is hmited 1o foreagn source tasable income multiplied by the 1.5 1ax rate (ie.
FTC limitatton). To determine foreign source taxable income, the LIS, taxpayer 15
required Lo annuvally allocate a portion of s LLS. interest expenge to foreign sounce
income based on a ratio of foreign assets to wotal assets. 1T there is a net overall foreign
lose (OFL) for o yvear (i.e., allocated interest expense exceeds current year Fnr:ign EOILTE S
dividends), the OFL cames forward 1o reduce the FTC hmntation in future vears.
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Many TLS, multinationals are able to partially or fully offset the negative FTC impact of
the interest expense allocation rules due to the “export sourcing” rule.  The expon
sourcing rule allows a U.S. company to treat approximately 50% of the income from an
export sale as foreign source income. Since expon sales typically do not attract foreign
tax. the effect of this rule is 10 increase the FTC himitanon.

Application of th r

Muost power companies (whether utilities or independent energy companies) b+ the
worst possible FTC profile imaginable.  Figst. large capital investmenis in foreign
projects cause the interest expense allocated o foreign source income to be high.
Specifically, the interest expense allocanon calculation compares the ax value of new
foreign assets to the tax value of depreciated histoncal domestic assets, which causes a
disproportionate amount of interest to be allocated to foreign sources'. Second. most
power companies do not have any export sales {or other types of low taxed foreign source
income). Thus, unlike many other 1.5, multinationals, power companies generally do
not benefit from the export sourcing rule, Third, due to the capital intensive and
regulatory nature of their domestic operations, power companies tend to have relatively
high de-io-equity ratios in their domestic operating companies.  Accordingly, the
amount of L5, mtercst expense subject to allocation to foreign souwrce income 12
relatively high. Founh, the foreign energy projects have significant project level deba for
which there is no adjustment in the LS. interest expense allocation calculation. In other
words, the FTC limitation for a power company is effectively charged twice with interest
expense - once ar the foreign subsidiary level and again ar the U.S. shareholder level.
Fifth, as an end result of the above factors, power companmies tend (o build-up OFL s,

Due to these FTC problems, mest power companies cannot efficiently claim FTC's.
Accordingly. to avoid U.S. double taxation, power companics must aimemp 10 structure
their foreign operations o avoid paying dividends 1o the U5, and to avoid the tax
acceleraton rules of Subpart F. In many cases. this 15 simply not possible and e
projects are lost 1o foreign competitors that are not subject to similar harsh tax result mn
their home countries.

Conclusion

The interest expense allocation rules have a senous adverse effect on the ability of o
115 -based power company 10 compete for foreign projects, There does notl seem 1o he
any tax policy reasen why power companies should be effectively precluded from
clasming FTC's. Substantial and mezningful reform of the interest expense allocation
{andfor FTC) ruies 15 urgently needed.

February, 2001

1 & .
The interest expense allocztion regulatons allow taxpayers b ebect (o allocare inerest on a faor

market value bases, Because of the sipnificant gat-of-pocke appraisal copts required 0 suppor thns
electson and the faci shat it onpdy provides some marginal benefit, most power companies do med make the
eleciptmn
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ifically Exclude “Mon-binding In " from Section 367(d)

Power {and Other Infrastructure) Industry Problem:

Many U.S. based utility and energy companies have been pursuing foteign power
projects.  U.S. based compames have also been pursuing other types of foreign
infrastructure projects (e.g.. pipelines, roads, dams, airports).

In the early stages of a foreign infrastructure development project, the potential developer
will often sign one or more preliminary non-binding agreements (e.g., a Memorandum of
Understanding (MOLU). a Letter of Intent (LOI), 2 Heads of Agreement (HOA), a Joint
Development Agreement (JDA)) with potential development partners and/or with the
potential foreign customer,

Under the current Section 367(a)(3) and 367(d) rules refative to the outbound transfer of
intangibles, there is arguably exposure to U.S, 1axation if a LS. corporatbion executes a
preliminary non-binding agreement and final awarded contracts are executed by a foreign
project company. In this case. the IRS might antempt to deem a transfer of the
preliminary non-binding agreements from the U5, company to the foreign project
company. If the RS were successful, the deemed transfer would be taxable to the extent
of any gamn.

Because of this theoretical Section 367 exposure, LIS, mulunationals typically form
separale [oreign project company structures for each potential foreign infrasiructure deal
al a wery early stage, and all project related agreements and coniracis are execuied by
such Toreign project companies, This approach is nof just a comservative defemsive
position adopted by corporate tax deparimeni professionals, bui is also advocated
publicly by experienced counsel

Many foreign infrastructure business opporunities never resull in a final contract. The
success rale for most ULS. mulunationals 1s less than [0%. Thus, U.S. multinatonals tha
are engaged in forergn development activities form numerous foreign corporations that
will eventually become dormant and worthless,

The process of forming foreign corporations for opportumties thal never matenalize ko
awarded contracts 13 an administrative, legal, accounting and tax comphance burden.
{(For example, several major internationally accepted accounting svslems cannot
accommodate the number of legal entities ofien owned by infrasiruciure companies as a
result of this issue.) Furthermore, because the potential foreign customer may take
several years to decide who should be awarded the project, & U5, mulunanonal
developer is forced to maintain its foreign structures for many years,

In summary, 11 is expensive, Gme consuming and counterproductive for LS
multinationals 1o form, maintain and eventually liquidate foreign entities with respect to
foreign business oppomunities that do nol progress bevond a prelimimary stage. We

00900000000365



estimate that these entities each cost 55,000 10 510,000 per year wn administrative and
compliance costs.

Proposed Solution:

Specifically exclude preliminary non-binding agreements such as MOUs. LOIs, HOAs, -
and JDAs from the definition of “intangibles™ for purposes of Sections 367 and 481

Pro Coontory Langua han

The Section 963(h)(3}B) definibon of an mtangible could be modified to exclude
MOUs, LOIs, HOAs, JDAs and similar preliminary non-binding agreements from the
defimition of a “contract” by adding at the end & new sentence to read as follows:

“Such term shall not include any preliminary agreement which 15 not legally
enforceahle.”

The legislative history to this change should indicate thar the change is imended 10 also
apply for the cross-referenced purpases of Sections 367 and 482,

{Similar language was included as Section 306 of the Intemational Tax Simplification for
American Competitiveness Act of 1998 (5. 2231, HR_4173).)

Analvsis, Tax Policy and Bevenue Impact:

I There are two kew non-tax reasons for supporting this proposal,  First, the
proposal would reduce the administrative, legal, accounting, tax compliance and other
out-of-pocket coste of forming. maintaining, liquidating, etc. foreign corporations for
foreign business opporiunities that do nod progress bevond a preliminary stage.

Second, S current lax rules inhibit the ability of LS. multinationals to react
guickly and efficiently to foreign business opportunities. For example. in the early stages
of a development project, a potential foreign customer (e.g., 8 governmental entity) may
not want to execute prelimmary agreements with a newly formed foreign affiliate of a
U5, multinational. This puts U.S. multunationals at competitive disadvantage vis-b-vis
foreign competitors.

2, The proposed change s best viewed as a technical correction {or clarification of
existimg law), nol a substantive change 1o Section 367. The proposal 1s consistent with
LIS tax pobcy for the following reasons:

a, Preliminary non-binding agreements are the resull of investigatory cosis, not

valuable intangible property thar should be subyect to the super-royalty provisions
of Section 367(d) '
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b. Due to the contingent, non-binding nature of MOUs, LOIs, ew., these
agreements should have little or no economic value. - Thus, even if there were an
actual assignment of a MOU, LOI, etc. from a U5, company to a foreign project
‘company, any Section 367 gain should be negligible.

c. Unlike most Section 367 intangibles, non-binding agreements (LOIs, MOUs,
erc.) are wsually project or country specific and do not have worldwide
application.

d. This proposal would simphfy and clanfy a provision that is currently a “trap
for the unwary™.

e. The proposal would avond tax audn disputes that could be costly and ume
consuming for both taxpayers and the IRS.

{. Bidding nghts, awarded contracts and similar contracts that are executed with
customers would continue to be subject to Section 367(d).

1 There should be no revenue cost to the U.S. Treasury since there is usually no tax
paid under the current nules for a couple of reasons. First, most U.S. mulunational groups
cause their foreign project companies to execute all agreements and contracis such thar
any polential Section 367 taxation is avoided. Second. in the event that a preliminary
agreement 15 madveriently signed by a U5, entity and subsequently transferred 1o a
foreign project company, most appraisers would advise that there 1s little or no taxable
gam.

Additionally, there should be no revenue loss since Section 367(d) applies solely
to outhound transfers by U.S. transferors. Thus, there is no exposure that this proposal
could be used by foreign-owned U.S. companies 1o avoid 1S, fax

The proposal would also elminate IRS and Treasury admimstrabive time
associated with processing Forms 5471 for inactive foreign entities that are formed o
exccute the preliminary agreements.

4, The reference to Section 482 is necessary to avoid inconsistent treatment. For
example. extending the change to Section 482 would be necessary 1o avoid any
“whipsaw"” 1o the TLS. Treasury by foreign invesiors into the 1.5,

5 A similar chanpe was included as Section 306 of the Intemational Tax
Sirn]:-]iﬁcutmn for American Competitiveness Act of 1999, introduced in the |st session

of the 106™ Congress as S, 1164 by Senators Hawch and Baucus and as HR. 2018 by
Representatives Houghton and Levin,

February, 2001
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Subject: WATCH OFFICE
L
THE 1T e

Ginny: Mote the Enron story,
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WATCH QFFICE

AFTERMOOM PRESS SUMMARY
WEDMESDAY, NOVEMBER 28,
20011

Fi

Enron:

Budget:

Thiz Treasury Drepartment is I
momibaring the potential market inpec

of Enran Corp's<ENE.N=, , financial
difficulties, aceording 1o the White
Housz, [Reuser)

Chicago Fed Presidemt Moskow said 2
the sconcary wold lkely pick up nex
wear bud the exact timing of such a
rebiournd was unclear. [Reuer)

President Bush sowsght 1o break & E
partism impasse over how b jump-

slar the soonoamy, mecting with
congressonal leaders and demanding
that Dihe Senute must pass a stimulus
packzgel [AF]

Prospecis for passape of an coomprde 6
stimules packape improved afier the
White House said it could sappart 2
proposed payzoll tax koliday and

Semate Demoorats offered to scale

back their demands for spending on
bomeland secunty. [Reuter]

The Howse blocked a Democratic B
effort to add billions fo what President
Baush wants for national security and

and o Mew York and meved toward
approving a bipartisan $20 lllion anti=
ferrurism package. [AP]

The federal bodget s unlikely to returm 1
e a balanced state for some years,

Oifice of Management and Buxget
Director Daniels said. [Fewter]
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