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"It will reduce the greenhouse gas emissions that are slowly overheating our planet. But it will also
create a market by which corporations will receive valuable credits for efficient investments,” he added.

Late last month in Bonn, 180-odd nations finalized a compromise deal to reduce greenhouse gas
emissions under the Kyoto treaty framework. Parliaments of the signatory nations must still ratify the
pact.

Environmental Defense, an activist group based in New York, praised the Lieberman-McCain mave,
saying the bipartisan announcement pushed the country forward on climate change.

"It's time to end growing American isolationism on climate change and put America's ingenuity and
market power to work against the premier environmental threat of the 21st century," said Fred Krupp,
Environmental Defense executive director.
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From: James_Mietusi@omb.eop.gov
Sent: Monday. July 16, 2001 11:58 AM
To: Farrell, Paula; kevin.kelly@ferc.fed.us: dan.larcamp@ferc.doe.gov.treas.gov;

ray.squitieri@do.treas.gov; Alexander_M._Brill@cea.eop.gov: Wallace_P.
_Mullin@cea.eop.gov; arthur.rypinski@dow.hg.gov.treas.gov
Subject: FY1on TVA: Critics attack TVA secrecy .

Here's a news article from this morning's Chattancoga paper, in which an independent power
producer alleges TVA is being inappropriately secretive with respect to price, cost and
Production information.

Chattanooga Times Free Press - Monday, July 16, 2001

Critics attack TVA's secrecy

By Dave Flessner

Business Editer

Tennessee Valley Authority's power load center in the bowels of its downtown Chattanooga
complex is designed to be secure against bombs, missiles and terrorists. But the secrecy
of the power center is now under attack. The federal utility no longer discloses current
information about power loads, business operations or even if one of its nuclear plants
has shut down. For the first time, TVA officials aren't telling what they expect the peak
power demand to be this year in the Tennessee Valley. TVA officials say such information
could sometimes push up the cost of power the agency buys or lower the amount it receives
for electricity it generates and sells to other utilities. "We're on a trading floor now
and if the market knows that one of cur units is down, power markets can more easily raise
the price of what they sell to us,” TVA President 0.J. "Ike" Zeringue said. "That's a
never a good sitwatieon." But critics claim the government utility is often shielded from
public scrutiny and is blocking information needed for a competitive market to operate
freely. "Under the guise of 'potential business competition,' TVa is withholding a lot of
information, "™ said Michael Knauff, a former TVA power trader who now heads Tennessee Power
Co., an independent power producer in Chattanocoga. "The exchange of data is necessary to
have a fluid and effective market, but TVA deoesn't want anyeone to know what they are doing
20 no one can criticize them. If TVA is going to operate just like a private business,
maybe it should just be one." OLD DEBATE FOR NEW DEAL BAGENCY The dispute over how much
freedom TVA should have in its power operations is as old as the New Deal agency itself.
When President Franklin Rooseveltr established TVA in 1933, he envisioned "a corposration
clothed with the power of government but possessed of the flexibility and initiative of a
private enterprise.”™ Unlike most utilities, TVA is free to set its own rates and conduct
its own business without approval or oversight by any state regqulatory board. TVA is also
exempt from direct oversight by the Federal Energy Regulatory Commission and isn't covered
by many antitrust laws. But until recently, TVA was still beholden to the U.S. Congress
for money to pay for its nonpower programs. As a government agency, TVA also regularly
disclosed its plans for buying, generating and Lransmitting power around its seven-state
service territory. Congress cut off TVA funding three years ago, however. At the same
time, the growing competition and deregulation in the electricity industry encouraged TVA
to keep quiet about many of its operations. TVA now limits access for even its own staff
to the trading room adjacent to the power load center where TVA buys and sells power each
day. "There is a problem when we are out purchasing power if other people kneow that cur
plants aren't operating or they know what we are planning te buy that day,™ Mr. Zeringue
said. "If they know one of ocur big assets is down, then the price that is available to us
for buying power will probably be just under what it would cost if we fired up our gas
turbines (TVA's most expensive power generation). We get taken to the cleaners on it.
That's why we are a little hush-hush." Mr. Zeringue said TVA is keeping most information
about the current status of its power operations to itself, although he said information
about plant operations could be disclosed later. Many of the inquiries about TVA's power
status come from competitors interested in gaining a price advantage, not from consumers
trying to ensure TVA keeps its costs down. "We occasionally get calls from strange places
wanting to know this, that and the other. We just den't respond to the calls,” Mr.
Zeringue said. Even years after power trading deals are completed, TVA is sometimes
unwilling to disclose any of their terms. Earlier this year, for instance, a power
marketing arm of Enron Corp. settled one of TVA's biggest lawsuits for an undisclosed
amount. TVA sued Enron after it failed to provide enough power during the summers of 1993

1 Ao
01700000010111



and 1999. But the terms of the multimillion-dollar setrlementc prevented TVA or Enron from
disclosing any of the details of their trading arrangements or monetary settlement. WHO'S
WATCHING THE STORE? Environmentalists complain that the increased secrecy over costs of
generating and trading power makes it difficult to evaluate TVA's decisions and
operations. "I think it is a wvery dangerous trend," said Stephen Smith, executive director
of the Southern Alliance for Clean Energy, a Knoxville-based consumer and environmental
group. "We don't necessarily want TVA to be at a competitive disadvantage, but whether or
not a plant is running is certainly information that the public has a right to know
about." Dr. Smith said his group's assessment about the costs of operating TVA's coldest
ceal plants compared to generating power from cleaner sources is being undermined by TVA's
refusal to disclose its costs of operations. "This lends itself very easily to abuse," he
sald. But supporters of deregulation insist the market discipline of competition will help
ensure utilities are well run and meet consumer demands. Public power enthusiasts also
note that government agencies are subject to =ztate and federal open records requirements,
unlike investor-owned utilities. "We're regulated by our customers who own us and are our
neighbors," said Alan Richards, president of the American Public Power Association. 2T
think more informaticn about power activities is better than less and, in general, public
power is much more open than are our investor-owned counterparts.” But private utilities
disagree. "There's always been a problem of disclosure by TVA because they are not subject
to the same oversight that the investor-owned utilities are through FERC and state public
service boards," said John Howes, executive director of TVA Exchange, a leobbying group
that monitors TVA for other Southern utilities. "As the market becomes more regional and
national, TVA needs to operate under the same rules of disclosure that its neighboring
utilities do." "If TVA is a federal agency and enjoys the exceptions and benefits of a
government agency, why don't they behave like a public identity?" Mr., Knauff asked.
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Rao, Geetha

Thursday, September 13, 2001 5:08 PM

Austin, Kenneth; Auten, John; Byrne, Kathleen; Cetina, Jill; Chryst, Mancy; Cononi, Rachel;
Corfield, Anna; Cumby, Robert; 'Cumby, Robert’; Flanagan, Rosemary; Flynn, Timathy;
Hendershot, Karen; Mills, Marshall; Radelet, Steve; Squilieri, Ray; Joldersma, Dirk

Jject: FW: World Oil Market Update (noon edition)
>
':. ——————————
>From: Hart, James [SMTF:JAMES.HARTRHQ.DOE.GOV]
>Sent: Thursday, September 13, 2001 11:48:16 &AM

=To: Washington, Charles; Hart, James; Coburn, Leonard; Pumphrey, David; Shages, John;
LeMat, Lynnette; MACINTYRE, DOUGLAS; CATO, DERRIEL; Rasmussen, Erik: Smith, Hilary:; 'Steve
Gallogly (E=-mail}'; 'silkworthwr@state.gov'; 'David Schwartz (E-mail)*; 'Matt McManus (E-
mail)'; 'Cynthia Akuetteh (E-mail)'; Sacks, Steve; HINTON, DAVE: Caverly, Jim; COSTELLO,
DAVE; KREIL, ERIK; 'Dan Martinez (E-mail)'; Juckett, Donald; DEMOUY, LOUIS; COOK, JOHNM:
SHORE, JOANNE; White, Thomas; Johnson, MNancy; Braitsch, Jay; Silva, Robert; Transtrum,
Trudy; DeHcoratiis, Guido; Pyrdel, John; 'Anna Borg (E-mail)'; ‘dunnpmistate.gov’;
Thompson, Kay; "michael.burdettefeia.doe.gov'; 'spechtsh@state.gov'; 'RoblTL@state.gov';
'robertsonfefstate.gov'; FELD, LOWELL; 'geetha.raocldo.treas.gov';
'tara.billingsley@eia.doe.gov'; 'eighmiejw@state.gov'; Furiga, Richard; Konar, Victoria:
Chilman, Walter: 'marshall.mills@do.treas.gov'; Melvin, Dan; '"lisanneg@state.gov';
Wilkens, Katherine; LIPPERT, ALICE: 'scottdv@state.gov'; Kripowicz, Robert; Alex, AILEEN:
Marland, MNancy; Giles, Harry:; Harvey, Mathan: 'robert.scavetto@oce.treas.gov';

‘laurie. falterf@eia.doe.gov'; 'tuckerijc@state.gov'; Mackey, James; Bell, Joan; KILGORE,
CAL; ‘lkraussf@omb.eop.gov'; 'beecroftrs@state.gov'; 'hinckleydd@state.gov':
'elizabeth.campbell@eia.dee.gov'; James, Wynne; 'lukers@state.gov'; Hudome, Randa; Angulo,
Veronica; Person, George; Dukes, Thomas; Benson, Erika: Lahoad, Samuel;
'gregoirejp@state.gov'; 'orourkebj@state.gov'; ‘dudleyjl@state.gov’; Erickson, Gina;
Deutsch, Kathleen; 'billigm@state.gov'; Billig, Michelle; Gay, Carolyn; McMonigle, Joe;
Banaszak, Sara; Tomaszewski, Clifford: Meilsen, Jill; Lawson, William; 'Robert_C.
_McHally@opd.eop.gov'; "cohenleZ@state.gov'; 'tlooknd@state.gov'; 'terrscfucia.gov';
'neilmBucia.gov'; 'richaskBucia.gov’'; 'kirschde@state.gov'; Ducca, Ann; Lopez, David;
‘wayneealstate.gov'; O'Donovan, Kewvin; HUTZLER, MARY; 'hallrm@state.gov';
'feiserse@state.gov'; Greenhalgh, Diana; Esser, Charles; 'doughertydm@state.gov';: DeVito,
Vincent; Lopatto, Jeanne:; 'youngdk@state.gov'; Haddad, Zead; Burgeson, Eric; Johnson,
David; Bailey, Vicky; 'Garrett_D. Sodenf@opd.eop.gov'; Caliende, Camille:
'jbrodmanfusaid.gov'; 'johnsonse@state.gov'; Hamilton, Patrick

»Subject: World 0il Market Update (noon edition)
=huto forwarded by a Rule
>

The Energy Information Administration has again graciously offered to put together a World
Oil Market Update. Our Reuters system is still down (the secreen eerily reporting the last
story as "10:28 11 Sept"), We will continue regular distribution as soon as the system is
fixed. Below is EIA's report.

World Markets Online/Dow Jones FOR SEPTEMBER 13, 2001
This report contains the following articles.

MARKETS /GENERAL

Global: Crisis in the US: 0il Prices Stabilise as Markets Settle p-1
Global: Fear of Fuel Shortages Sparks Some Panic-Buying p.2

UK: IPE Brent consolidates lower after two-day trauma. p. 3

UK: IPE Brent stays firm after Irag report spike. p. 4

Country/Region
United Stcares
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AMERICA ATTACKED: LEISURE AND ENTERTAINMENT ENERGY 0il, Gas Prices Settling Down U.S.
officials try to assure motorists of adeguate supplies, threaten action against price
gougers. p. 5

Houston: Energy Companies Resume Some Trading; Prices Remain Stable p. 6
USA: UPDATE 1-NYMEX aims for Thurs pm ACCESS trade via 'Net p. 8

Africa
Nigeria <http://www.Wworldmarketsonline.com/servlet/cats?ID=551atypelD=04subSite=WEDS
pageContent=crt> : Government and Union Reach Agreement on Fuel Prices p.9

Latin America

Colombia chttp:ffwww.warldmarketsonline.com!servletfcata?lﬂnﬁl1&typeID=ﬂ£subSitE=WEO&
pageContent=crt> : Average Crude Production Rose by 70,000 bpd in August P.- 9 Venezuela
<http://www.worldmarketsonline. com/servlet/cats?ID-636&typeID=0s5ubSite-HEDL
pageContent=crt> :; 0il Supplies to US Continuing as Normal p. 9

Asia

China dhttp:ffwww,uorldmarketscnline.com!servlatfcats?ID-ETE&typelDaD&subSite:ﬁED&
pageContent=crt> : Government Decides Against Refining Margin Hike p- 9

SINGAFORE: Asia gas oil dips, focus returns to ample supplies. p. 9

Europea
Russia chttp:ffwwu.worldmarketsunline.com!5ervletfcats?ID-649&typeID=ﬂ&suhS£te=WEO&
pageContent=crt> : Gazprom Restructuring Delayed p. 11

Global: <Crisis in the US: 0il Prices Stabilise as Markets Settle A semblance of calm
returned to oil markets in London yesterday as Brent crude futures for October delivery
fell back to U5528.02 a barrel by the end of trading, a fall of US$1.04 a barrel on the
previcus day's close. The fall represents a realisation that there is no immediate threat
te Middle Eastern oll supplies, but as speculation still mounts over the US response, the
markets will remain volatile. Middle East Tensions The biggest worry is the Middle East
connection. As all eyes turn to the region, there are fears that military action by the US
in response could ultimately affect supplies. This would be particularly damaging if Iraqg
was linked to the attack. Although adjustments could ultimately be made to QPEC oil
supplies, Iraq's 2.4 million bpd cutput would be hard te replace if exports were affected.
With the US guick teo state that no distinctions would be made between terrorists and
countries that harbour terrorists, the prospect of military action on a scale in keeping
with that of the attack on the US becomes more likely. The focus is presently on Osama Bin
Laden and Afghanistan. Should this be the target of any future US retaliaticn, its
distance from the key cil producing centres in the Middle East means that supplies are
unlikely to be affected. However, the uncertainty of regional reactions and possibility of
escalaticn will mean tensions are likely to remain high,

There are some concerns that consumer panic could lead to a run on already weak US petrol
{gasoline} inventories. There have been some reports of a run on petrel in the immediate
aftermath of the attack and profiteering by some petrol stations, but the incidents are
isolated and likely to dwindle as an air of relative normality begins to return. Balancing
Act O0il markets are difficult to predict in times of crisis and uncertainty. There is a
danger that rising glebal tensions will lead to an inerease in @il demand as states seek
to build reserves to guard against future supply problems. Such increases would push oil
prices up. However, OPEC members would be reluctant to raise cutput to support a global
stock build as the prospect for eventual price collapse increases. This would exacerbate
the price rise. Equally, there are alse fears that the US economy will show increasing
weakness, lowering demand. Declining confidence would have a damaging impact on an already
stagnant U5 economy with a consequent impact on demand. The affects on air travel will
also need to be assessed. The freezing of flights in the US will have a mineor impact on
demand in the short-term, but should the tragedy lead to a loss of confidence in excess of
the impact of the Lockerbie tragedy, there would be a longer term fall in demand.
Implications for Investors Cil markets will wait for the first signals from New York when
the NYMEX opens, wait for the clues to a US response and wait for an indication of demand.
The uncertainty means that prices could go in either directien in the short term. The re-
cpening of the NYMEX is likely to see a jump in prices, as would any military action taken
in the Middle Fast. Depending upeon where this action eventually takes place, oil prices
may be affected for the short or medium term.
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The larger issues of where an increase in gleobal tensions leads will take longer to answer
- as will the concerns for the impact this attack will have on the US economy. Until more
clues emerge on the wider impact of the attack on the US, the oil markets will remain
cautious and fragile. While the supply fundamentals remain adequate, rising or falling
demand will be likely to dictate prices, with concerns over supplies related to the Us
response in the Middle East. These concerns suggest Prices will remain higher in the
short-term than would otherwise be the case, raising the possibility of a Ql 2002 price
collapse should the fears over Middle East supplies prove unfounded.

This article was written by Simen Wardell (simon.wardell@wmrc. com
<mailto:simon.wardelllwmrc.com> ).

Global: Fear of Fuel Shortages Sparks Some Panic-Buying

Fears of petrol (gaseline) shortages in the aftermath of the terrorist attacks on New York
City has prompted consumers in various parts of the US to dash for petrol, the price of
which has more than doubled in some areas (ses US: 12 September 2001: Crisis in the US:
Energy Industry Goes Into Security Overdrive
{http:f!www.worldmarketsonline.comfservletIcats?ID=?9264&5ub$iteuWED;pageCon

tent=art> ). Some independent retailers had reportedly raised prices either to stave off
further demand or to take advantage of the rush for supplies. However, the nation's oil
majors have tried to allay consumers' worries by freezing their prices and pledging to
keep distribution steady. ExxonMobil and BP said supplies would not be hampered - except
around New York City - and that there was no need to stockpile petrol. Fears of a shortage
reportedly fuelled panic buying and sent prices skyrocketing in Oklahoma, Mississippi,
Michigan and other states in the Midwest. Meanwhile, in Europe, there was some panic
buying at petrol statiens in Poland and France. With the drop in the oil price from USS31
to U5529, however, the gueues disappeared. In France on 11 September hundreds of motorists
descended on petrol stations in waves of panic¢ buying. In Nice all delivery trucks were
reserved for the week. A station in Antibes sold out, as queues formed in Cannes and
Menton on the south coast.

UK: TPE Brent consolidates lower after two-day trauma.

09/13/2001

Reuters English News Service

(C) Reuters Limited 2001.

LONDON, Sept 13 (Reuters) - IPE Brent futures locked to consolidate at lower levels on
Thursday after two days of volatility as OPEC assurances on stable supplies kept prices
under control in the wake of Tuesday's U.S. terror attacks.

By 0738 GMT, October Brent was traded down 28 cents a barrel at $27.74 a barrel, after
having plunged $1.04 te $28.02 on Wednesday following OPEC assurances aover a potential
disruption in Mideast supplies. Octocher goes off the board on Thursday and pre-expiry
rolling accounts for some of the previous day's hefty losses. The November centract, which
slid only €4 cents on Wednesday, traded down 24 cents at 5$27.99 g barrel versus 527.37 on
Monday.

Octeober gas cil traded $2 lower at 5250 a tonne.

After Tuesday afterncon's suicide Flane attacks on the World Trade Center and Pentagon,
@il prices surged to a new nine-month high of $31.05 a barrel amid fears of possible
reprisals in the Middle East, potentially disrupting oil supply.

Those gains were later cut by half and Brent now stands only about 30 cents above Monday's
closing level, before the attacks.

U.5. officials have said Saudi-born dissident Osama bin-Laden is almost certainly
responsible for the attacks but most traders now believe any response directed at the
extremist, in hiding in Afghanistan, would not impact regional exports.

However, traders remain wary that any wider retaliation in the Middle East against so-
called rogue states could have a knock-on impact on producticn frem the oil-rich region.
"The real cencern of the oil markets...is what the U.5. response will be," said GNI
Research in an opening report.

Volatility will remain a mark of Brent market, however, as Mew York's NYMEX market remains
out of service and many traders find it awkward to trade Brent without the U.5. light,
sWeet crude contract, which often provides direction.

After a knee-jerk surge on the news aon Tuesday most traders said they saw little reason
for the market to maintain the gains, particularly given the possibility that the attacks
could push the world economy over the brink of recession.

Late on Wednesady OPEC kingpin Saudi Arabia added its voice to the chorus of cartel
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members assuring the Western world that there would be no shortage of oil supplies.

"The government of the Kingdom of Saudi Arabia gives special importance to the stability
of the o0il market and to provide constant supplies under all circumstances in cooperation
with OPEC to cover any- shortage that might occcur in the market for any reasocn, " 0il
Minister Ali al-Waimi told the SPA.

He said exports from Saudi Arabia, the world's biggest o¢il exporter, had not been affected
by the attacks.

OPEC Secretary-General Ali Rodriguez had said the cartel was committed to ensuring
supplies and prices and rejected suggestions that any member of the Arab-doeminated group
would use oil as a political weapon if vioclence escalated.

But he also said talk of a potential guick increase in production following the September
1l one million barrel per day (bpd) output cut was premature.

Bearish U.5. oil stockpile reports have been all but eclipsed as they reported rising
tanks for crude and products.

The Energy Information Administration (EIA), reporting several hours later than usualy,
said crude supplies rose B00,000 barrels teo 303.3 million barrels in the week ended Sept
1. more bearish than industry data showing a 20,000 barrel rise.

The reports showed distillate stocks - increasingly important as the winter season
appreaches - rose between 900,000 barrels and 1.45 million barrels.

UK: IPE Brent stays firm after Irag report spike.

09/13/2001

Reuters English Mews Service

(C} Reuters Limited 2001.

LOCWDON, Sept 13 (Reuters) - [PE Brent crude Futures strengthened in mid-session trading cn
Thursday after Irag reported that U.S. and British warplanes had struck targets in
scuthern Irag. Britain and the White House denied the report.

The U.5. and Britain have made regular bembing raids on military installations in southern
Irag over the past decade to protect their aircraftc patrolling the no-fly zone established
after the Gulf War in 1991. By 1339 GMT, Octcber Brent, which expires at the end of the
trading session on Thursday, was six cents higher at 28.08 a barrel, from a high of
$28.18.

Movember Brent was 17 cents higher at $28.40 a barrel, five cents off a session high sao
far.

Dctober gas oil traded $1 up at $253.75 a tonne, 51.75 up. Dealers said the market was
extremely volatile and the news reports had rattled fragile nerves.

"The market is extremely volatile and likely to remain so for as long as NYMEX remains
closed,”™ one dealer said.

The New York Mercantile Exchange has been closed since suicide plane attacks on Tuesday on
the World Trade Center in New York and the Pentagon in Washington.

AMERICA ATTACKED: LEISURE AND ENTERTAINMENT ENERGY 0il, Gas Prices Settling Down U.5.
cfficials try to assure motorists of adequate supplies, threaten action against price
gougers. MNANCY RIVERA BROOKS TIMES STAFF WRITER

09/13/2001

Los Angeles Times

Home Editicon

C=3

Copyright 2001 / The Times Mirror Company

Calm returned to oil and gascline markets Wednesday as traders and retailers digested the
good news of sufficient supplies--and got a stern talking-to from Energy Secretary Spencer
Abraham and cther government officials.

©il prices had jumped to a nine-month high in London, and U.S. gasoline prices leaped as
high as $5 a gallon in some places after Tuesday's terrorist attacks in New York and
Washington. Although reports of isclated gouging continued Wednesday, the feared surge at
the pump failed to materialize because of wholesale price freezes by some major refiners
and government threats of retaliation against profiteers.

Gasoline demand was heavy Tuesday and Wednesday, producing lines at some stations and spot
shortages, particularly the first day.

"After a trauma, people feel they need to defend themselves or prepare themselves in some
way, and for some motorists that meant going to the gas station and topping of f their
tanks," said Geoff Sundstrom, spokesman for AAA, the automobile association. "But as awful
as these [attacks]) were, there was never any threat to oil and gas supplies.™

2y late Wednesday, most AAA clubs around the country were "reporting prices are stable and
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stations are open and things are functioning fairly ncrmally,™ Sundstrom said. AAA SXpPECTS
prices nationwide to rise only a few cents from the current average of about 51.33 a
gallon for self-serve regular, he said.

Wholesale prices have risen between B cents and 20 cents around the country since the
attacks, resulting in moderate retail increases, said Mary Welge, a senior editor with 0il
Price Information Service, a Hew Jersey company that tracks gasoline prices.

Many of the big price hikes spotted Tuesday--largely in the Midwest and Scuth, including
%5 a galleon at a Texaco station in Oklahoma City--have since been rolled back, she said.
That dealer, who raised his price because of shortage worries, was so chagrined abour the
resulting publicity that he is issuing refunds, Welge said.

More big refiners said Wednesday that they had frozen wholesale prices to dealers, Joining
BP, Exxon Mobil Cerp. and Chevron Corp., which had fixed their prices to dealers a day
earlier.

Several attorneys general threatened to prosecute any gasoline retailers that were
believed to be profiteering during this unsettled time.

Abraham said during & news conference that summer antipellution reguirements for Midwest
gascline will be lifted three days early to ease any supply bottlenecks. He said CONSUMEE s
should report price gougers to his agency and other authorities.

An Energy Department investigation found "there's nc basis for those kinds of charges, "
sald Abraham, who allowed that the agency has no enforcement powers over gasaline station
prices. "But I may call them on the phone if I den't think they are acting properly," he
said.

©il prices also eased Wednesday. Although the New York Mercantile Exchange remained
closed, oil was traded on the International Petroleum Exchange in London and in private
exchanges operated by Enron Corp., Dynegy Inc. and El Paso Corp. that reopened for part of
Wednesday.

The October contract for Brent crude oil, an internaticnal benchmark, slipped $51.04 an
Wednesday to close at $28.02 a barrel, after spurting 51.61 a barrel higher Tuesday on
concerns about Middle East supplies. The Organization of Petroleum Exporting Countries had
vowed Tuesday to pump more oil if necessary, and that helped ease supply worries.

Spot trading was conducted for about %0 minutes in West Texas intermediate ecrude oil, the
U.5. benchmark, and prices were stable near 528.60 a barrel. The physical crude oil market
closely tracks the Nymex futures market, where West Texas crude clased Monday at $27.63 a
barrel.

"The market was very rational and stable," Enron spokesman Mark Palmer said. The Houston
company decided to trade oil Wednesday to provide liguidity to the market because oil is
not being unlcaded from tankers in Los Angeles, MNew Orleans and New York, he said.

Hymex officials had not decided when the exchange will recpen but will do so "as socon as
it is safely possible,” spokeswoman Nachamah Jacobovits said.

BElocomberg News was used in compiling this report.

Houston Energy Companies Resume Some Trading; Prices Remain Stable Michael Davis

02/13/2001

KRTEN Knight-Ridder Tribune Business News: Houston Chronicle - Texas Copyright (C) 2001
HRTBN Knight Ridder Tribune Business News; Source: World Reporter (TM) Houston energy
companies moved to return to normal Wednesday, with limited trading showing stable fuel
pPLiCEeSs.

While the New York Mercantile Exchange remained closed, companies resumed trading oil,
natural gas and power via telephone and on their private online services. Gasoline prices
on the spot market Wednesday were down across the board. Refiners pledged to try to hold
gasoline prices steady. They called on independent retailers te not make drastic price
increases, but added they had no control cver them.

Reports of isclated price gouging at gascline stations began surfacing late Tuesday in the
wake of Tuesday's terrorist attacks, which caused oil prices to spike up in early trading
Tuesday.

The U.5. Department of Energy said Wednesday it had investigated gascline price gouging
allegations and had found there was no supply disrupticon te justify prices as high as $5
per gallon.

The AARA said it had found no evidence of widespread extreme gas price increases or long
lines.

"The terrible events of (Tuesday) had nothing to de with oil or gasocline supplies and for
this reason, panic¢ buying or pricing would be absolutely irresponsible,"™ said Rchert
LCarbelnet, AAMA president.

U.5. markets were closed again Wednesday, but cil prices were lower on the Londen market .
Brent crude oil for October delivery fell $1.04, or 3.6 percent, to 52B.02 a barrel in
London.
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The New York Mercantile Exchange's closure did nor prevent Housten energy companies from
resuming trading ©il, natural gas and power, among other commodities,

The New York Mercantile Exchange, near the World Trade Center, was evacuated Tuesday,
stopping trading. As of late Wednesday, there was no decision about when the Hymex
exchange would reopen.

"Given the extent of the personal tragedy, no one would be surprised if all Nymex trading
remained cleosed for the rest of the week," Lawrence Eagles, head of commodities research
for GNI Ltd., said in an interview with Bloomberg News.

Enron Corp. resumed trading by phone and enline.

"We were aiming for stability,"™ Enron spokesman Mark Palmer said. "The markets were very
crderly. Power prices actually went down, and gas was only up slightly, and there is a
depression in the Gulf."

Enron plans to be open for the full day today, he said.

"We are going to take a look and assess things, but plans are to be open all day,™ Palmer
said.

Dyneqy also resumed trading through noon Wednesday.

"The physical business is operational, but obviously the financial business has been
impacted due to the Nymex closure,” said Steve Stengel, Dynegy spokesman. "We feel this is
a short-term impact, and we expect things to return te nermal in the not-too-distant
future."”

Reliant Energy also resumed trading for the full day, said company spokeswoman Sandy
Fruhman.

"It was our experience that activity was vary light," Fruhman said.

Mel Scott, spokesman for El Paso Corp., said the company had resumed normal trading and
would do a complete day of transactions on Wednesday.

Equilon Enterprises and Motiva Enterprises, Houston-based refining joint ventures between
Shell 0il Co. and Texaco, said they will "help maintain calm in the marketplace with a
pledge to hold gasoline and diesel fuel prices steady for the next couple of days."

The companies said the nation's overall inventory of fuel is adequate.

"We encourage consumers to buy gasoline as they normally would to minimize sharp swings in
gasoline demand and availability. This hold will apply to the prices we charge at Shell
and Texaco stations that we own and cperate, as well as the retail and wholesale prices we
charge our independent dealers and wholesalers throughout the U.S5.," the companies said.
"We encourage our thousands of independent dealers and wholesalers to exercise restraint
in their pricing decisions. We will continue te assess our position as new developments
unfold."

Exxon Mobil issued a statement saying it has adequate gasocline supplies.

"In stations we own and operate, ocur prices have not increased since yYesterday's events, "
the company said. "To reiterate, we have not taken any pricing action with Exxon- and
Mobil-branded customers as a result of this tragedy. We cannot control what independent
dealers or distributors do but are encouraging them to act responsibly.™

Ultramar Diamond Shamrock issued a statement saying it did not increase gasoline prices in
response to the terrorist attacks.

"We are sensitive to this national tragedy, and at ocur 1,500 company-owned retail stores,
we did not increase prices in response to this incident, " said Steve Motz, senior vice
president of marketing at Ultramar Diamond Shamrock.

The company alsc supplies fuel to independent business owners whose stores are branded
Diamond Shamrock, Beacon, Ultramar or Total. Those independents make their own pricing
decisions, the company said.

USA: UPDATE 1-NYMEX aims for Thurs pm ACCESS trade via 'Net.

08/13/2001

Feuters English News Service

(C) Reuters Limited 2001.

NEW YORK, Sept 13 (Reuters) - The New York Mercantile Exchange said early Thursday it
hoped te start after-hours ACCESS trade for two hours for futures contracts in energy,
electricity and metals on Thursday afternoon.

This system has not been used for public trade before.

The exchange had planned to launch this Internet-based version of its electronic off-hours
system in early September. But oan August 30, it delayed the start of "ACCESS on the
Internet" to allow for its members to prepare.

Regular copen-outcry trade on the floors of NYMEX and its COMEX division remained closed
Thursday due to the terror attacks in lower Manhattan on Tuesday. NYMEX iz located a few
blocks northwest of the World Trade Center complex, which was destroyed after twe planes
slammed into the twin towers, causing their collapse,

Manhattan south ¢f Fourteenth Street is cleosed to civilians, all businesses in that pare
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of the island are closed. This includes NYMEX and the coffices of many of irs =learing
firms, some of which were located in the World Trade Center.

A clearing firm guarantees transactions made during the buying and selling of futures
contracts. 7

WYMEX ACCESS allows traders to trade futures contracts electronically after regular ocpen-
cutcry market hours.

"We're making best faith efforts to get a NYMEX ACCESS on the Internet session going this
afternoon, with the schedule to be anncunced later," a NYMEX spokeswoman told Reuters.
ACCESS sessions usually start at 4:00 p.m. EDT (2000 GMT) Sunday through Friday, running
all night. The spokeswoman did not specify at what time NYMEX hoped to start ACCESS.
NYMEX said ACCESS, if it starts, would be available for futures contracts in crude oil,
natural gas, heating oil, gascline, propane, electricity, gold, silver, copper, platinum
and pal ladium.

Migeria <http:ffwww,wcrldma:ketsonline.comfservletfcats?ID=551&typeID*ﬂ&subﬂiLq=WRGs
pageContent=crt> : Government and Union Reach Agreement on Fuel Prices

A committee comprising the federal government and the Nigeria Labour Congress (MLC) signed
an agreement yesterday ruling out any increases in the price of petroleum products this
yYear. The government has argued that liberalisation of the downstream oil sector would be
ineffective if petroleum subsidies are maintained. 'MLC has resisted the removal of
subsidies, arguing that the resultant increases in pPrices will hurt poor residential and
industrial consumers. The 'Joint Committee on Deregulation, Wages and Pension' zlsso agreed
that the 25% wage increase proposed for this year as stipulated in the year 2001 minimum
wage action, should be deferred, but no later than May 2002. President Olusegun Cbkasanjo
set up the jeoint committee in May this year to reconcile differences of oplnion between
the government and the nation's workers, represented by the NLC, on economic issues of
mutual interest such as deregulation of the downstream oil sector.

Coelombia ﬂhttp:ffwww.warldma:ketsonline.cDmfservIEtfcats?ID=EllEt?pEID=ﬂ&$ubSite=HED&
pageContent=crt> : Average Crude Production Rose by 70,000 bpd in August

Columbia produced an average 668,221 bpd of crude oil in August, representing an increase
of over 70,000 bpd from the July figure, the state oil company Ecopetrol said yesterday.
August's production figure was the highest menthly average this year since January and
nearly 34,000 bpd higher than the output for the same month of 2000. Ecopetrol attributed
last month's production increase to hetter performance at Occidental Colombia's second
largest oil field, which had been virtually paralysed since February 2001 due to an
escalation in rebel attacks on the Cano Limen-Covenas pipeline. Fewer attacks on the
pipeline last month allowed Cccidental to increase oil output from the field. The attacks
have been attributed to the country's largest left-wing guerilla groups the Revolutionary
Armed Forces of Colombia (FARC) and the Mational Liberation Army (ELN) who oppose what
they see as foreign dominance of the il sector.

Venezuela <http:ffwww.wnrldmarketsonline.com!servlet!cats?lD=636&typerﬂ=0&sub8ite=WEO&
pageContent=crt> : 0il Supplies to US Continuing as Mormal

Venczuela's Energy Minister Alvare Silva said yYesterday that oil supplies to the US
remained normal following the recent terrorist attacks on the US and that he did not
anticipate any disruptions to Venezuelan oil shipments. Silva said that Venezuela would
continue to be a secure supplier of crude oil to the US and that if it were necessary
Venezuela had the capacity to increase its crude exports to the US. However, Silva said
that any increase in supplies would only be made in co-ordination with other CPEC members.
he cartel of oil producing nations has not indicated whether the current production level
will need to be adjusted at the next meeting of OPEC ministers scheduled for 26 September.
Venezuela's economy is heavily dependent on the oil sector and Venezuela will be concerned
about the economic impact of the terrorist attacks and in particular the consequences for
future oil demand from the US market. According to June figures from the US Department of
Energy, Venezuela was the third largest oil exporter to the U5 at 128 million bpd for
June, after Saudi Arabia and Canada. Mexicoe had slipped to fourth place. However, if the
U5 sought to reduce its dependence on Middle East crude in the wake of the attacks, this
could benefit oil exporting countries such as Venezuela and Mexico. The Venezuelan state
2il company PDVSA's US subsidiary CITGO has increased security at all of its US
installaticns following the attacks.

China {http:ffwww.worldmarkctsnnline.Ccmfservletfcats?[Diﬁ?EﬂtypeID-ﬂasub51tE=WEG&
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pageContent=crt> : Government Decides Against Refining Margin Hike

The Chinese government has agreed to maintain refinery throughput at existing levels
despite calls for margins to be increased as a security precaution in the light of
Tuesday's terrorist attacks in the US. A spokesman for national oil company Sinopec said
that it would only raise output in response to any Significant increase in demand,
Howewver, this seems unlikely given that oil demand in China tends to be driven
overwhelmingly by domestic factors. Last month the company decided to cut monthly output
by 13% to 8.7m tonnes due to low demand and oxcessive margins. Thailand and Taiwan hath
responded to the attacks in the US by immediately increasing their reserves from oil
tefineries (see Thailand: 12 September 2001: 0Oi} Stockpiles to be Raised
<htip://Wwww.worldmarketseonline.com/servlet fecats?ID 792626subSite=WEC&spageCon

tent=art> ).

SINGAPORE: Asla gas oil dips, focus returns to ample supplies,

0e/13/2001

Reuterz English News Service

{C) Reuters Limited 2001.

SINGAPCRE, Sept 13 (Reuters) - Singapore gas oil prices came off on Thursday, as the
initial bullish reaction to the terror attacks on the U.S5. subsided and the market focused
again on bearish fundamentals.

Mews that Fhilippines would halt exports of products failed to stir the marcket, as traders
saw the country more an importer than exporter, Philippines state refiner Petron tenders
on the spobt market intermittently to buy low sulphur gas oil.

Traders said the market was quiet, eyeing further developments in the U.S5. investigation
of Tuesday's attacks and any subseguent recaliatory actions which might emerge.

But with no indication of any immediate supply disruption, they said the market was just
drifting lower in search of firm buying interest in the region.

The Singapore cash market was alse awash with gas oil offers, with four sellers ceming
cut, but no buyers seen.

Fixed price offers were at $31.00-531.15 a barrel, compared to selling indications at
$31.20 a barre! on Wednesday.

Spot gas oil last traded on the Singapcre cash market en Tuesday at parity to spot guotes.
In 5ri Lanka's October gas oil buy tender which closed on Wednesday, six offers were
submitted, indicating that there were ne concerns about supply shortages, traders said.
Jet-kerosene prices also eased lower, with traders expecting some fallout in jet fuel
demand due to reduced flights to the U.S. following the terreor attacks. The lower demand
could offset the relative tight supplies in Asia ahead of the peak winter seascon.

Begrade, or the swaps premium of jet-kercsene aver gas oil, had fallen to be last talked
at $2.30 a barrel, compared to a high of $3.00/53.40 talked 2arly on Wednesday immediately
after the U.S%. attacks.

On the Singapore cash market, jet-kerosene buyers bid at discounts of 9-10 cents a barrel
under spot quotes, and faced offers at a 20-cent premium, or at fixed prices of $33.10-
333.15 a barrel. Wothing traded.

A jet-kerosens spot cargo had traded on Wednesday at $33.70, sharply higher compared to a
Tuesday trade done at $32.20.

(FPrices are in dollars per barrel}.

MTH FOB SIN BUY/SELL PREV BUY/SELL

SEF JET/KEROSENE 32.90/33.10 33.30/33.70

SEP GASCIL 0.5% S 30,80/31.00 31.00/31.50
QCT JET/GAS OIL SWAPS +2.25/42.35 +2.40/+2.5
OCT GAS OIL SWAFS 30.85/31.00 31.50/3Z.00
NOV GAS OIL SWAPS 30.60/31.80 31.25/31.75.

Russia <http:f}www.worldmarketsanline.comfseruletIcats?ID-Gq9&type1D=D&sub5ite=WEO&
pageContent=crt> : Gazprom Restructuring Delayed

Economics and Trade Minister German Gref has dismissed reports that the government has a

fixed timetable for restructuring gas giant Cazprom. Earlier this year Finance Minister
Aleksei Kudrin said that the government will embark upoen an extensive programme of reform
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of Gazprom in the autumn (see Russia: 23 May 2001: Gas Industry Reform Scheduled for
Autumn Chttp:ffwww.worldmarketsnnl1ne.ccmfse:vletfcats?ln-6313D&subSite-W50&paquon
bent=art> ). Furthermore, Prime Minister Mikhail Kasyanov announced plans te separate the
company's production units from transportation and give independent gas producers access
tc Russia's gas pipeline system (see

Russia: 12 July 2001: Gazprom To Be Split Up
<http://www.worldmarketsonline.com/serviet/cats?ID=T1 529ssubSite=WEQ4pageCon

tent=art> ). However, Gref said this week that the government has yet to draft a
restructuring programme, which is likely to delay the process.
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LLR

From: Rao, Geetha
Sent: Thursday, Seplember 06, 2001 4:46 PM
To: Austin, Kenneth; Auten, John; Byrne, Kathleen; Cetina, Jill; Chryst, MNancy; Cononi, Rachel;

Corfield, Anna; Cumby, Robert; 'Cumby, Robert’; Flanagan, Rosemary; Flynn, Timothy;
Hendershot, Karen; Mills, Marshall: Radelet, Steve; Squitieri, Ray; Joldersma, Dirk

Subject: FW: Waorld Qil Market Update (p.m.)

=

L T R ——

*From: Hart, JamesISMTP:JAMES.HART@HO,DOE.GGU]

*Sent: Thursday, September 06, 2001 4:49:12 PM

*To: Washington, Charles; Hart, James; Coburn, Lecnard; Pumphrey, David; Shages, John;
LeMat, Lynnette; MACINTYRE, DOUGLAS; CATO, DERRIEL: rasmussen, Erik; Smith, Hilary; 'Steve
Gallogly (E-mail)'; 'silkworthwr@state.gov'; 'David Schwarrs [E-mail}'; '"Matt McManus {(E-
mail)'; 'Cynthia Akuetteh {(E-mail}'; Sacks, Steve; HINTON, DAVE: Caverly, Jim; COSTELLO,

DAVE; HKREIL, ERIK; 'Dan Martinez (E-mail)'; Juckett, Donald; DEMOUY, LOUTIS: COOK, JOHN;
SHORE, JOANNE; White, Thomas; Johnzon, Wancy: Braitsch, Jay: Silva, Robert;: Transtrum,
Trudy; DeHoratiis, Guido; Pyrdol, John: 'Bnna Borg (E-mail} - ‘dunnpm@state.gov';
Thompson, Kay; 'michael.burdette@eia.doe.gov'; 'spechtsh@state.gov'; 'RoblTL@state.gov';
‘rebertseonfe@state.gov'; FELD, LOWELL: 'geetha.racldo.treas.gov';
'tara.billingsleyB@eia.doe.gov'; 'eighmiejwlstate.gov': Furiga, Richard; Konar, Victoria;
Chilman, Walter; 'marshall mills@do.treas.gov'; Melwvin, Dan: 'lisanneglstare.gov';
Wilkens, Katherine; LIPPERT, ALICE; ‘scottdvi@state.gov'; Kripowicz, Robert; Alex, AILEEN:
Marland, Mancy; Giles, Harry; Harvey, MWathan: "robert.scavottofoco.treas.gov';
'laurie.falterBeia.doe.gov'; 'tuckerjcl@state.gov'; Mackey, James; Bell, Joan: KILGORE,
CAL; ‘'lkrauss@omb.ecp.gov'; 'beecroftrs@state.gov’: 'hinckleydd@state.gov';
'elizabeth.campbell@eia.doe.gov'; James, Wynne; 'lukers@state.gov'; Hudome, Randa: Angulo,
Veronica; Person, George; Dukes, Thomas; Benson, Erika; Lahood, Samuel;
‘gregoirejplstate.gov’'; 'orourkebj@state.gov': ‘dudleyil@state.qgov'; Erickson, Gina;
Deutsch, Kathleen; 'billigméstate.gov'; Billig, Michelle: Gay, Carolyn; McMonigle, Joe;
Banaszak, Sara; Tomaszewski, Clifford; Neilsen, Jill; Lawson, William: 'Robert_C.
_McNallyBopd.eop.gov'; 'cohenle@state.gov'; 'flocknd@state.gov'; 'terrsc@ucia.gov';
‘neilm@ucia.gov';: 'richaskBucia.gov': "kirschde@state.gov'; Ducca, Ann; Lopez, David:
"wayneea@state.gev'; O0'Donovan, Kevin; HUTZLER, MARY: 'hallrm@state.gov';
'feiserse@scate.gov'; Greenhalgh, Diana; Esser, Charles; ‘'doughertydmBstate.gov'; Abousy,
Mais; Madanat, Jumana; Mournighan, Sarah; Salguero, David; Sanchez, Delano: Shannon,
Frederick; Techavalitpongse, Sylvia; DeVito, Vincent; Lopatta, Jeanne:
'‘youngdk@state.gov': Haddad, Zead; Burgescn, Eric; Johnson, David; Bailey, Vicky;
‘Garrett D. Sodenfopd.eop.gov'; Caliende, Camille; '"jbrodmanBusaid.gov®;
'johnsonse@state.gov'; Hamilton, Patrick

*Subject: World 0Oil Market Update (p.m.)

*Auto forwarded by a Rule

.t

Crude oil prices jumped higher today, as EIA data released this morning backed up
yesterday's AFI report of a draw in U.5. o0il stocks last week. Crude oil on the New York
Mercantile Exchange ended the day at $27.58, up 63 cents, while Brent crude in London was
also up 63 cents to 526.9%5. NYMEX heating oil was up 1.61 cents to cloze at 7B.32 cents a
gallon, and gascline up 1.96 cents to close at B0.79 cents a4 gallon. EIA today reported a
draw in U.S5. crude oil stocks last week of 2 millien barrels, a draw in gasoline of 1.2
million, and a draw in distillate of 300,000 barrels. The continued draw in U.5. stocks
has analysts talking tighter markets and higher prices, as noted in David Bird's eolumn in
the fifth story below. OPEC Secretary General Rodriguez reiteraced today that he does not
expect OPEC to take any acticn on output levels when it meets on September 26. The Iraq
pricing dispute at the UN continues, with Russia cbjecting to the U.5.-UK suggestion to
adjust Iraq's contract prices every 15 days. The goal of the U.5.-UK plan is to have
Iragi crude oil prices track cleser to the market, leaving less leeway for Irag to
pressure a surcharge from its initial buyers (many of which are little-known Russian
companies) .

1. End-day market analysis from New York

2. OPEC Secretary General Rodriguez expects no ocutput change at
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Seprember meeting
CPEC members unhappy with increased Russian oil flows
Report on today's EIA stock data
n David Bird suggests U.5. stock data points to price surge
Irag and UN Security Council wrangle over eXpulsions, oil prices
Russia objects to U.S5.-UK Irag pricing idea
. raq crude pricing dispute and OFEC cuts push up price for Russian
Urals crude

Q0 o= O UM B L

9. Analysis on marginal UK oilfields and high prices

10. Venezuela's Chavezr rhetoric makes investors nervous

11. U.5. said seeking India's cooperaticn en enerdgy Security
12. Report on today's EIA Short-Term Cutlook

13. Report on teday's EIA QPEC Fact sheet

NYMEX CRUDE, PRCDUCTS END SHARPLY UP AS STOCKS TICHTEN

NEW YORK, Sept & (Reuters) - NYMEX crude oil and refined product futures ended sharply
higher Thursday as stocks tightened after hefty draws were made last weck.

WYMEX October crude last settled at $27.58 a barrel, leaping 63 cents or 2.3 percent on
the day. It traded as high as $27.65, the highest in a little over two weeks.

In London, front menth October Brent finished 63 cents or 2.4 percent up at $26.95.

NYMEX November Brent, on its second day of trade, finished at $26.9%, surging 67 cents
or 2.5 percent in fairly active dealings.

Crude futures drew strength on the Energy Information Administration
{EIA) data which showed crude stocks shrank a solid 2.0 million barrel, which countered a
minor 459,000 build in industry estimates.

October heating oil settled at 78.32 cents a gallon, up 1.61 cents or 2.1 percent. It
peaked at 7B.&80 cents, the highest in 11 weeks,

Heating cil found support from a large 1.9 miliion barrel steck draw last weesk in
distillate stocks reported by the industry group American Petroleum I[nstitute (AFI).
Distillates include heating oil and diesel fue].

ETA confirmed the direction, though reporting a much smaller draw of just 300,000
barrels.

5till, "this is just enough information to start up heating oil worries once again,"
said Phil Flynn of Alaron Trading. "We should be building at this time of year, and when
refinery operations jump up and distillate stocks go down, there is something wrong."

NYMEX October gaseline finished at B0.79 cents a gallon, a 1.9%6-cent or 2.5 percent
gain, after extending the day's high to 81.00 cents, the highest in a week.

APl data showed a 1.9 million barrel draw in gascline stocks, the aighth consecutive
weekly decline. EIA data were less bullish, with a 1.2 million barrel decline.

The day's gasocline gains were also spurred by supportive refinery news. Talk of
refinery troubles lifted front-month gascline almost 2.00 cents on Wednesday.

Motiva Enterprises LLC will bring dewn its 175,00 bpd crude unit at its Delaware City,
Delaware, refinery for 20 days of planned maintenance starting Sept 20, a company source
said.

Conoco Inc. <COCa.N> <COCbh.M> said it expected a 37,000 bpd fluid catalytic cracking
unit at its Ponca City, Oklahoma, refinery, to return to service this Thursday ewvening.

BP Plc. <BP.N> is delaying for two weeks or until Oct 15 a planned maintepnance at its
410,000 bpd refinery in Whiting, Indiana. A spokeswoman would not specify the units
affected.

Valero Energy Corp. <VLO.N> said it will take down an 18, 000-bpd cat cracker for
maintenance on Oct. 1 at its newly acquired East Corpus Christi, Texas, refinery.

The company will also start maintenance on the plant's 3,000 bpd alkylation unit that
day. The work on the two units is expected to last 21 days, the company said.

In other news, Iraq's latest standoff with the United Nations owver pricing also remains
@& focal point for traders as it threatens to trim erude imports ahead of the winter
52ason.

iragi exports in the week to Aug. 31 fell 550,000 bpd day te 1.86 million bpd due in
part to the cancellaticn of two tankers expected to leoad cut of Ceyhan, Turkey, but
industry sources expect supplies to bounce back this week.

{{Gene Ramos, New York Energy Desk, +1 646 223 6054,
gene.ramos@reuters.com) )

Thuersday, & September 2001 16:20:21

QPEC SECRETARY GENERAL SEES NO QUTPUT CHANGE AT SEPTEMBER MEETING
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By Sally Jones
Cf DOW JONES NEWSWIRES
LONDON (Dow Jones)--The Organization of Petroleum Exporting Countries is unlikely
Lo change its current output target of 23.201 million barrels a day when it meets
later this month in Vienna, the group's Secretary General Ali Fodriguez told Dow
Jones Newswires Thursday.
Speaking by telephone from Vienna, Fodriguez said OPEC will probably "maintain
its same position in September, ™ unless semething “surprising” happens in the
market Iin the meantime.
Rodriguez alsc said he expecrs OPEC's basket price to stay close to the group's
preferred level of 525/bbl for the remainder =f 2001.
OPEC's secretary general szaid il prices normally rise during the fourth quarter
because of increased buying ahead of the winter months, but added that despite
this the price of QPEC's basket should still average 525/bbkl for the year.
Rodriguez said he didn't expest OPEC to call an extracrdinary meeting for
November, but added that a final decisicn weuld be made on this when OPEC
ministers meet Sept. 26,
Rodriguez said he had studied each member's individual crude ocutput for August and all
looked to be "satisfactory.” He offered nc details on actual August ocutpub Figures,
However, he called for continued compliance amongst all members to the group's current
output agreement . 3
He said if nopn-0OPEC members were to cooparate with OPEC on outpur decisinns then Ehe
group had te show it was adhering to its agreements.
July 25, OPEC members, excluding Irag, pledged to cut output by 1 miliion bB/d frem
Sept. 1. This gives the group a new cutput target of 23,201 million b/d.
Wednesday, OFEC's basket price of seven crude oils averaged 24.59/bbl.
By Sally Jones, Dow Jones Newswires; 44-20-7342-9347; sally.jonesfdowjones.com
-0- 06/09/01 15-12G
Thursday, 6 September 2001 10:14:01

CPEC MEMBERS UNHAPPY AS RUSSIAN OIL FLOWS - SOURCES

By Sally Jones

Of DOW JONES NEWSWIRES

LONDON (Dow Jones)--The activities of the world's third largest oil producer,
Russia, have become the subject of debate behind closed doors at the Organization
ef Petroleum Exporting Countries, given the prospect of sharply lower cil prices
next vyear.

Russia has been attending OPEC meetings as an cbserver for the past few years,
but hasn't been part of ocutput pacts since 1998,

So far this year, OPEC has cut output a total of 3.5 million b/fd in an atte=mpt to
préevent oil prices from crashing amid a gloomy outlook for economic growth and
olil demaned.

OPEC sources said despite repeated calls from OPEC for cooperation from Russia,
its cutput has continued to rise in recent months,

"The floodgates have opened...since the first quarter Russian crude supplies on
the (Mediterranean) have generally increased, and if we are going to control the
market Russia also needs to be more forthcoming, " one OPEC delegate said.

According to the Paris-based International Energy Agency's August oil market
report, Russian crude ocutput has been at record levels since February, resulting
in exporcs of almost 5 million b/d.

One OPEC source said unless Russia's crude cutput is controlled, crude cil prices
could be pushed down to between $16.00-518.00 a barrel by early 2002. Prices are
currently within OPEC's targeted range of 322-%28 a barrel.

OPEC officially says it is in its interest to continue dialogue with Russia.
Secretary General Ali Rodriguez told Dew Jones Newswires he is keen to clesely
work with Russian oil officials to guarantee better cooperation.

"I want strong cooperation and links with Russia, " Redriguez said, but added that
he wants to aveoid scenarios whereby OFEC members cut output to maintain oil
prices "at a good level"™ while cothers increase ocutput.

Behind the scenes, some members are sSuggesting Russia should be excluded from
CUPEC meetings to punish it fer its lack of cooperation.

"1 think it is unlikely that we will get the kind of cooperation we want from
OPEC through diplomatiec means...the only way possibly is to threaten them," one
OPEC source said.

But a Libyan OPEC delegate told Dow Jones Newswires most members don't want to
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sever links with Russia.

"We need to keep a =oft tie rather than no tie," he =aid,.

Unless OPEC works more closely with Russian oil officials, sources said they are
concerned Russia will continue to ignore any requests by OPEC to join it on
future ocutput decisions.

Several OPEC delegates are now calling on senior OPEC officials tao meet with
their Russian counterparts to resclve the siruation.

"Ministers should be talking at the highest level," one senior OPEC source said.

Rodriguez said any request by Russia to Join OPEC would be welcomed by the group,
altheough Bussia's oil minister, Alexei Miller, has said recently this isn't being
considered,

=By Sally Jones, Dow Jones Newswires; 44-20-TE42-9347: sally. jonesfdowjcnes.com
Thursday, 6 September 2001 13:49:34

EIA SHOWS FLAGGING IMPORTS CUT U.S. CRUDE STOCKS

WEEK ENDED 8/31/01 ENDED E/24/01 ENDED E/31/00

CRUDE. . .... 302.5 MLN DOWN 2.0 MLM e 15.4 MLM
DISTILLATE. 120.4 MLN DOWN 0.3 MLHM up 2.7 MLN

GASOLINE. . ... 124.7 MLN DOWN 1.2 MLN DN 0.2 MLN
S 4G.4 MLN DOWN 2.9 MLN up 1.4 MLNM
UTILIZATIOM... 94.8 PCT ue 2.0 PCT DoOWN 3.4 POT
PRODUCT DEMAND.Z0.1 MLN BFD UP 1.0 PCT DOWN 2.1 PCT

{4-WEEK AVG)

NEW YORK, Sept & (Reuters) - A sharp fall in crude oil imports and an upturn in
refinery runs cut into U.S5. stocks of crude last week, the Energy Infermation
Bdministration said Thursday.

Stocks of gasoline and distillates, incleding heating oil and diesel, alsc fell back,
EIA said, although by a smaller margin than reported late Wednesday by the Ameriran
Petroleum Institute (API).

Distillates fell in both reports, which occcurred at a time of year when stocks
typically build ahead of heating season. EIA reported a much milder draw of only 300, 000
barrels compared to API's reported draw of nearly 1.9 million barrels.

"This is just enough informatien te start up heating oil worries once again,” saicd
Phil Flynn of Alarcn Trading. "We should be building at this time of year, and when
refinery operations fump up and distillate stocks go down, there is something wrong.®

Frontmonth October heating oil futures on the New York Mercantile Exchange rose 1.&9
cents to 78.35 cents a gallon early on Thursday following the report.

Crude stocks fell 2 million barrels during the week ended Aug 31, according to EIA,
the statistics arm of the Department of Energy, which disputed API's build of nearly
500,000 barrels., Still, ecrude stocks sat more than 15 million barrels higher than the
corresponding week last vyear.

Crude imports fell 1.1 million barrels per day (bpd), according te EIA, to 8.3 millicn
bpd, which countered expectations of more imports from Irag which resumed oil exports
later this summer after halting them in June.

Tragi exports in the week ended Aug 31 fell 550,000 bpd to 1.86 millien bpd in part
due to the cancellaticn of two tankers expected to load out of Irag's port at Ceyhan,
Turkey.

Analysts said exports of other grades were holding cut for higher prices. "I think
some of the fall in crude imports is due to some pecple holding back in expectation crude
will scon go higher following the latest OFEC cut," said Flynn.

The Organization of Petroleum Exporting Countries cut production by 1 million bpd cut
of the 76 million bpd global oil market fram Sept 1, in its third cut of the year.

Refinery use in both reports rose with API showing a slightly bigger rise of 2.3
percent to 24.5 percent of capacity. EIA showed a 2 percent gain in capacity to 948
peErcent.

--{{Timothy Gardner, New York Energy Desk, +1 646-223-6058; fax +1 €46-223-6078,
timothy.gardnerfreuters.com) ) Thursday, & September 2001 11:21:50

ENERGY MATTERS: U.S. OIL STOCKS POINT TO PRICE SURGE
By David Bird
A Dow Jones Newswires Column

NEW YORK (Dow Jones)--Are we there yet?
O the road between economic dewnturn and recession, U.S5. ©il demand sputtered
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along in August. And as vacatloning motorists yield the streets to school buses,

the age-old question From the child in the back seat becomes a wvalid query for
0il market analysts.

Although the desired destination of 1.5, economic recovery isn't on the same page
as the country's current route, oil demand remains bhuoyant.

The worry now becomes whether the higher oil prices we see coming give us a flat
tire on the route Lo recovery or get us nopelessly lost on the way,

As President Bush tries to spur consumers to spencd the country out of its fiscal
funk with tax rebate checks, the reoad ahead remains rutted,

If surging oil prices cause a breakdown, Bush is most likely to do what most male
moterists do almost instinctively when they get lost - blame somebody else.

In this case, "somebody else" would be OPEC. And ministers from the Organization
of Petroleum Exporting Countries ciearly bear key responsibility for how the

global economy is steered as much as they would like to duck the blame.
It's easy to misread the signs for the U.S. oil price outlook by comparing only
with last year's extremely tight inventory levels.

Five-Year Stocks Data Are Bullish

But a five-year analysis of Energy information Administration data shows strong
trends that peoint to still higher prices.

While Nymex crude il futures hover near 527, we s5till see a series of factors
which could take crude back to near the 530 level for the First time since
February.

The continued signs of vitality in the U.5. market, which gobbles up 25% of the
world's petroleum, contrasts with sluggishness elsewhere and present fresh
concerns for QPEC, which meets in less than three weeksz to examine supply/demand
fundamentals.

As we have said repeatedly, OPEC ministers on Sept. 26 in Vienna will publicly
support their latest agreement, in which they pledged to cut oil ocutput quctas by
1 millien barrels a day from Sept. 1.

But wery little oil is likely to be taken out of the market, as OPEC fears prices
may surge, and the group has been lax in sticking to its accords.

Ministers are expected to =et an extraordinary meeting for November to consider
adjusting output te meet winter demand in the Northern Hemisphere.

Lthough OPEC has pledged to slash official supply levels by 3.5 million b/d this
year, including the latest move, OPEC's own data show July output exceeded agreed
levels by nearly 750,000 b/d. Preliminary August data show OPEC busted quotas by
about 1 million b/d, according to tanker-trackers Petrologistics.

It isn't hard to imagine OPEC pumping 2 million b/d over its new quota by the
time it meets later this month.

OPEC would love to see prices hover around the average 5o far this year, of
around $24.80 for its reference basket, but the huge level of overproduction will
pressure prices, if stronger demand doesn't materialize.

In a paradox, any credible sign that OPEC actually is cutting production would
send prices well above the group's $25 target. A price over $28 for the basket,
for 10 straight days, would lead OPEC to - at the very least - boost output by
500,000 b/d under its price-band mechanism.

Preliminary U.S5. data for August show oil demand dropped to 20.068 million b/d
from the August 2000 record of 20.4%6 million b/d, which was the third highest
monthly level ever recorded.

The demand drep came as gascline use dipped to B8.815 millien b/d from the
year-ago August record 8.921 millien b/d. But year-to-date gasoline demand is
still up 1.4% and our June-July-August demand indicator set a record at 8.84

millien b/d, up 1% on the ye4ar.

Distillate fuel demand set a record for August, at 3.792 million b/d, up 1.8%
Erom a year ago, and the year-to-date figure is up 7.2% from a year ago, EIA
2ays.,

It is a combination of strong demand and extremely tight stocks in crucial
regions which points the way for our straong price forecast .

No End Te Driving Season
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While the high-demand season for gasoline ends, it is Critical to note that
year-round use of the fuel is also at record levels.

Gasoline demanc, which was barely topping B million barrels an annual average as
recently as 1997, topped that level last January - usually the weakest month of
the year. In 2000, December gasoline cdemand topped the heart-of-summer July level
and was the fourth highest of the year. In 1999, December's dgascline usage was
the third highest of the year.

U.5. end-August gasoline stocks were 194.7 million barrels, according to
four-week data ended Aug. 31, just below the five-year average of 197 millien
barrels.

EIA noted that in July and August, gasoline stocks fell by 25.4 million barrels,
the largest-ever fall for those two months.

In the past four years, gascline stocks have heen higher at the end of NMNovember
than at the end of August.

For that trend to continue, refiners will need ta balance ocutput of the fuel with
the need te cover a huge deficit in distillate stocks, comprising home-heating
oil and diesel fuel.

Nationwide distillate stocks at the snd of August averaged 120.4 millien barrels,
latest data show. The figure is up a sharp 8.8% from under 111 million barrels
last year, but is 6.86% below the five-year average of 129 million barrels.

EIA, noting that distillate stocks "nermally build this time of Year," reported a
300, 000-barrel drep in the latest weak.

Big Builds Needed For Neormal Heating 0il Stocks

Heating-o:l season begins at the starrc of Lecember, with end-November stocks
averaging 136 million barrels over the past five years. That means stocks will
need to grow by 15.6 millicn barrels in the Jeptember=-November period to reach
normal levels.

But that's more than twice the average growth rate over the past five years
during the period. Distillate stocks haven's risen by close to the needed level
since 1323, when they climbed by 21 million barreis. Back then, though, U.S.

benchmarzk West Texas Tntermediate crude traded ar 518 in August and fell tao
around 514.50 by year end.

on the East Ceast, the world's largest heating cil market, total distillate
stocks ended August at 47.1 millieon barrels, about 13% below the five-year
average.

Stocks of high-sulfur distillarte, used for heating oil, were 30.3 million
parrels, up nearly 33% from a year ago, but about 16% below the five=-year
average.

End-November East Coast heating oil stocks averaged just under 40 million barrels
in the last five years, meaning a build of about 10 million barrels is needed to
lift stocks to normal season-cpening levels. The average net gain over the last
five years was just 3.75 million barrels in the period,

Low-sulfur stocks, used as road diesel, but which can be used as home-heating
oil, show no cushion, at 16.9 million barrels, compared with the end-August
five-year average of less than 17.9 millien barrels.

Mationwide, crude oil inventories ended ABugust at 302.5 million barrels, versus
the five-year average of 309 million, although up sharply from last year.

In the U.5, Midwest, where Saudi Arabia's oil minister says crude oil stocks are
a good indicator of price swings, stocks remain at levels which suggest a surge
back to $30 or more.

Stocks ended August at S8.3 million barrels, down from 60.5 million barrels a
¥ear ago. On a forward-cover basis, stocks drepped to just 17.25 days, the lowest
since Sept. 22, 2000, when U.5. benchmark crude was priced at 532.68.

OFEC will have little more information than it now has when it meets later this
month, but reading the road map correctly, and keeping the taps loose, will keep
the world economy from careening out of control.

-By David Bird, Dow Jones Newswiras: 201-938-4423; david.bird@dowjones.com

tDavid Bird is senior encrgy correspondent for Dow Jones Newswires.)

(Energy Matters will next appear on Tuesday, Sept. 11, at 1030 EDT, with our
annual look at The 0ld Farmer's Almanac's weather Foarecasts.)

Thursday, & September 2001 10:30:27
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[RAQ, U.N. COUNCTIL HEATEDLY DISCUSS EXPULSIGNS, OIL PRICES

UNITED MATIONS (AP} --Baghdad's expulsion of six U.N. employees and Brirtish efforts to
clamp down on Iraqi oil prices dominated a heated Security Council! meeting Thursday that
ended with Irag's ambassador screaming at the head of the U.N.'s humanitarian program.

"Why are you sending me spies?” Iragi ambassador Mochammed al=Dhouri shouted at Benan
Sevan, the director of the U.N.'s Irag program, which monitors the use of Traqi oil
rofics for the purchase of humanitarian gocds ingluding food and medicine.

Outside the council chamber, Sevan quiestly denied that members of his team we e
spying.

fraq expelled a Dutch national Friday for taking photographs in public and then
informed Sevan that five others -four Nigerians and a Bosnian - were being thrown oub of
the country for leaking security informatiocn to "enemy states. ™

The Iraqi government hadn't used the term “spies," but al-Dhouri did so on Thursday.

"They were spying and we hope to prove that soon,"” al-Dhouri told reporters.

After a briefing by Sevan, a united Security Council issued a statement Thursday
urging Iraq to provide the U.N, with evidence to back up the claims against the five.

french diplomats in New York and in Baghdad were meeting Iraqi officials on the
sidelines to try to contain tensions between the ail-rich nation and the worid bedy
exacerbated by U.5.-British efforts to tighten an arms embargo and overhaul the sanctions
regime.

But Lhere was no agreement among council members on a U.5.-backed British proposal
aimed at preventing Irag frem profiting from oil sales by forcing buyers to pay surcharges
cutside the U.N.'s ocil-for-food program.

China and France raised concerns on procedural grounds because the proposal skirts an
existing commitrcee that sets oil prices.

Russia - Iragq's key ally on the council - sbjected cutright to the plan, stalling the
necessary U.N. approval for the prices. In the meantime, Iragi oil prices will continue
until the impasse is broken.

"They want to introduce a new mechanism, which is not in the rules of procedure, '
Russlian Ambassador Sergey Lavrev said.

Diplomats, who spoke on condition of anonymity, said that behind closed doors, Lavrov
lashed out at the U.5. and Britain for air strikes on Irag while French diplomats quietly
cemplained that the English-speaking allies wera opening old wounds in the council on
Irag.

ATt present, Iraq is permitted to sell unlimited amounts of oil but the revenue must be
used for humanitarian purchases.

Britain and the U.5. believe that Irag esarns money outside this system by setting
artificialily low prices for buyers, then demanding secret payments toc make up the
difference, i

Currently, Iraq and the U.N. set prices on Iragi crude every 30 days, taking into
account fluctuations in market prices. But under the plan, the price adjustment peried
would be reduced to 15 days to limit Irag's ability to garner revenue outside the system
and give oil traders the lead time needed for chartering tankers.

Al-Dheouri alse said there had been two additiocnal expulsions of U.N. personnel but
Sevan's office denied that claim.

Thursday, & September 2001 14:59:0

B

RUSSIA VOICES OBJECTION TO U.S.-UK PLAN ON IRAQ QIL PRICES

UNTIED NATIONS (Dow Jones)--Russia expressed stern opposition Thursday to a U.S5.-
British plan to crack down on Iraqi efforts to collect fllicit surcharges on its oil sales
by reviewing Iragi oil prices more frequently.

The Russian cbjection raises the possibility of a new confrontation between Iraqg and
the United Nations on the issue of oil pPrices. A similar dispute last December led to a
temporary suspension of Iraqi oil exports, although Baghdad, has given no indicaticn that
it would halt oil sales over the current disagreement.

Britain and the United States want the Gecurity Council committee monitoring sanctions
on Irag to review Iragi oil prices every two weeks instead of the normal once a month. The
proposal is meant to make it harder for Iraq to exploit market velatility to impose a
surcharge atop its preset official eXport prices.

Western diplomats said Russia's cpposition is partly an effort to protect the
interests of Russian companies, which dominate the ftrade in Iragqi oil that takes place
under the U.N.-monitered cil-for-food program.

Russian U.N. Ambassador Sergey Lavrov Cold the Security Council that Russia chjects to
the U.5.-U.¥. proposal not on technical or economic grounds, but because it would viclarse
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CUFreni Commlii=e Drocecures,

"They want introduce a new mechanism, which is not in the rules of procedure, "
Lavrov said.

Tet Iraq in the past has frequently changed i1ts official oil prices over the course of
one month in an effort te take advantage of market fluctuwations, ritain's U.N.
Ambassador, Sir Jeremy Greenstock said. The Irag Sanctions Committee should have the same
flexibility, he said.

"One risk of these excess premia is that contract-holders who purchase Iragi oil
direct from {(Irag's State 0Qil Marketing Organization) pass the excess premia back to the
Iragi government...as an illegal 'surcharge, '" Britain said in & memo circulated to
Security Council members. “There is substantial evidence from the oil markets and informed
01l sources that this is indeed cccurring."

Russia 18 expected later Thursday to send a letrer to the chairman of the Sancrions
Commitiee, Ambassador Peter Kolby of Worway, raising an official objection to a U.S.-
British proposal that the committee approve lraq's proposed prices for the U.5. marker for
only the first two weeks of September.

Iraq had proposed those prices For the full month of September.

Russia's objection means that there will be no efficially approved Iragi oil prices
for experts to the U.S. But it doesn't pose an immediate threat to Iragli @il exports. The
committee has indicated that [rag may continue its oil sales until members agree to a new
set of prices. Once approved, prices will he appllied retroactively te the pariecd.

-By Masood Farivar, Dow Jones NewsWwires; 201-938-2094; masood. farivarBdowijones . com
Thursday, & Seprtember 2001 16:02:39

IRAQI CRUDE PRICE WRANGLE, OPEC CUTS, PUSH UP RUSSIAN URALS FRICE

LONDON (Cow Jones)=--0OPEC production cuts and renewed wrangling over a proposed price
formula for Iragi crude oil have pushed up the price of Russian Urals, the oniy other
alcernative sour grade in the Mediterranean, to the highest levels seen this year, traders
and brokers said Thursday.

Russian Urals, a sour crude that is the most similar to Tragi Kirkuk in quality, has
traded this week at least once at 70 cents a barrel under dated Brent.

The high level of Urals, that usually trades around $1-%2/bbl under dated Brent, has
surpriszed many traders.

"Urals has traded higher than most people would value the grade, but it must he
trading at thar lewvel for a reason, " said a Mediterranean crude rrader who specializes in
Urals.

Traders said a combimation of factors is pushing up the price for the grade, including
a4 reduced supply of available spot Cargoes.

Uncertainty over the outcome of a new battle between Iraq and the U.N. over pricing
has worried some crude buyers that supplies could be disrupted again this year.

In recent weeks, the U.S. and U.K. have been pushing for more frequent reviews of
Iragi eil prices in an effort to make it harder for Baghdad to impose an illegal surcharge
on il shipments.

"I would suspect that this constant changing of the Kirkuk price formula has caused
some buyers to turn to alternatives such as RBussian crude, ™ said a second trader.

Also of growing concern to buyers is the Urganization of Fetroleum Exporting Countries
decision te cut output three times this year, resulting in a total reduction of 3.5
millicn barrels since the beginning of the year,

The most recent OPEC cut took effect Sept. 1.

Traders in the Mediterranean said the missing OPEC barrels could be one of the
explanations why Urals is so strong.

"In the end it all comes down to the OPEC cuts," said a trader with a European oil
major.

"OPEC countries have been quite strict in Europe and thera's definitely a perception
that there's less Saudi, Iraniam and orher crude around, ® he said.

Indeed, it is more than a perception.

Saudi crude nominations for Eurcpe have been shrinking since the beginning of the
year, with many oil majors currently receiving between 155 and 20% less than theirg
contracted volumes.

Several traders have said the price &f Urals is currently artificially strong and a
play was being made on the grade ta Push it higher to cover a position held in the market,
But either way, they said, once the numbers werse out in the market, the price was

likely te stay at that level.

"If feels as if some companies have besn pushing Urals up, but now it is up, everyone
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else is jumping on the bandwagon and keeping it high," a crude breker said.
-By Selina Williams, Dow Jones Newswires: 44 (0)20 7842 9262;

selina.williams@dowjones.com

Thursday, 6 September 2001 10:51:48

ANALYSIS = HIGH PRICE OFFERS LAST CHANCE FOR MARGINAL UK OIL

By Tom Ashby

ABERDEEN, Scotland, Sept 6 (Reuters) - Britain's North Sea oil producers should hurry
up and develop marginal reserves now while world prices are high because they could be
drinking at the last chance saloon, industry Ieaders said on Thursday.

Executives at an industry Ffair in Britain's oil capital Aberdeen do not believe current
prices can last forever but said some small oilfields previously considered te be sub-
commercial could be brought on stream before prices head scuth,

"For the UK North Sea, it is key to make gquick investment decisiens and bring projects
forward quickly to take advantage of these high prices which might not last for long,"
said Mark Carne, general manager of Shell UK's northern business unit.

Carne said Shell <RD.AS><SHEL.L> had not altered its long-term oil price forecast,
which sees Brent crude oil in the "mid-teens" versus its current $27 per barrel price, but
high prices had centributed to its decision to develop the small Kestrel field.

"It is guite common for people to make marginal investments where there is short-term
return when you have these periods of high oil prices, ™ Carne said.

The Kestrel development is a classic response to high prices because it is relatively
low-cost at %35 million, produces oil quickly within eight months of the decision to
invest, and will drain half its reserves within 18 months.

Technolegy is also a key driver behind smaller field developments such as Kestrel, said
North Sea analyst David Cox, because they benefit from existing subsea pipelines and
cffshore platforms which bring development costs down.

"It's a combination of higher prices and better technology which means these marginal
satellite fields are being develeoped, " said Cox, who works for Wood Mackenzie consultants.,

SLOWING THE DECLINE

These fields help extend the life of ageing North Sea oil infrastructure, but they will
only slow the decline farecast to grip Britain's oil industry over the next five Years.

From 2.3 million barrels per day forecast this year, UK oil production is forecast by
the government to dreop to about 1.6 millien in five years.

High prices have boosted production in some other countries significantly, especially
Russia, while the 1l1-member OBEC exporting cartel has cut output drastically to maintain
prices,

But the North Sea is unlikely to mirror the Russian example, as geclegists believe it
has few big fields left to discover.

Pierre Senequier, manager of the central North Sea area for TotalFinaElf <TOTF.FPa>,
said current prices did give the industry more confidence to invest, but wasn't taking any
risks.

"We see the oil price stabilised around the $20s, because OPEC reacts with production
Cuts every time it goes down," he said. "But we are keeping costs low to ensure life is
s5till possible if prices go down."

Companies are still applying tough cost hurdles to their long-term investment plans,
and will only commit big money to projects that can survive the vagaries of the world oil
market .

"My guess is that mest companies are still doing their hurdles their tests at well
under $20," said James May, director-general of the UK Offshore Operators' Association,
which represents the main North Sea producers. ((Tom Ashby +44 7930 560330,
london.energy.desk@reuters.com) ) Thursday, €& September 2001 09:18:27

VENEEUELA'S CHAVEZ RHETORIC KEEPS INVESTORS EDGY

By Jehan Senaratna

Of DOW JONES NEWSWIRES

CARACAS (Dow Jones)--Venezuela's private sector wishes President Hugo Chavez
would just shut up.

The cil-dependent country's economy needs private investment very badly, and
Chavez himself has spent millions traveling the world purportedly trying to bring
that bacon home.

But the garrulous globetrotter seems to have a completely different take on
things when he's talking on lecal television, and the business sector has just
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about seen encugh of it.

Just Tuesday, Chavez rthreatened to declare a srarte of emergency and withdeaw all
public deposits trom the banking system to stop currency speculartors driving down
the beolivar ($1=VEB741.25).

The rhetoric had the cpposite effect intended: the bholivar promptly lest VEBZ.OO
against the dollar and is still dropping asz more investors seek a safe haven and
buy the U.S. currency.

Fedro Carmona, the president of the country's biggest business chamber,
FPedecamaras, has politely called for Thaver to "moderate the tone of his speech.™

"These are issues of great sensitivity ... the tones should be maderated and the
matters should be discussed in great depth,” the Fedecamaras chief was reparted
as saying in all the country's major newspapers.

Albis Munoz, ex-president of Consecomercio, the country's largest retail chamber
representing some 160 sectors, said soame of Chavez's comments affact confidence
and generate uncertainty.

"Dollar demand rises in proportion to the number of conrreversial Lhings ha
says,” Munoz said.

2il, Land Reforms Make Waves In Investor Circles

Emerging slowly from a wrenching 6.!% econcmic contraction in 19299, Venezuela's
gross demestic product grew 3.2% in 2000 and 3.4% in the first half of this year,
mostly on the back of government spending programs.

To keep growing, and to avoid a continued reliance on volatile oil revenues, rhe
county will need upwards of 320 billion a year in private investment, Planning
Minister Jorge Giordani has said.

But if there is5 that kind of money looking for a home, it likely won't rush to
Venezuela, mostly because Chavez says - and sometimes does - some incredibly

investor-uniriendly things, according to business leaders.

Chavez, a former army paratrooper, led a failed coup attempt in 1992 before
winning 1998 presidential elections in a landslide. He remains popular with
Venezuela's poor, even as investors flinch about his speeches that rail against
U.5. "neoliberalism" and stress his ideclogical ties with Cuba's Fidel Castre.

He has recently also defended a draft of a noew hydrocarbens law that would nearly
double royalties in the ¢il sector, prompting warnings from the private sector
that it might inwvest less going forward. 01l represents arcund 30% of Wanezuela's
CDE,

In July he canceled a long-planned privatization of the country's crumbling
eleckricity sector after sewveral internarional power companies had pre-gqualified
te bid for control of some state-owned assets.

Add o all that the drafting of a new land law that threatens to cenfiscars lacge
tracts of arable but unused land, and busiress leaders say all those investment
dollars are all but waltzing away from this resource-rich Latin American nation.

Tndeed, even dollars already in the country are being socked away abroad at a
record pace these days.

Demand for the U.S5. currency has tripled over the last few months te arcund $150
million a day, and not all of it is from big business, according to currency

dealers. Even small savers are selling bolivars, fearing an imminent devaluatiaon.
Capital Controls Remain Source Of Concern

Teodoro Petkoff, a former Planning Minister and now editor of the colorful Tal
Cual daily newspaper, is another pro-business voice calling for Chavez to stop
talking ¢ much.

"There was nothing wrong with the bolivar until he started talking,”™ Petkoff
sdaid, referring to Chavez's televised comments in early August that he's
"watching™ currency speculators.

"We're worried that capital flight has increased," Chavez said at the time.
"There is a group of Venezuelan capitalists who are buying dollars - in some

cases, 1t could be in order to destabilize the country.™
The bolivar has dropped 2% in the month since then.
Before that, it tock the currency three months to devaiue 2%, staying in the
middle of the sliding band set by the central bank that calls For a programmed 7%
10
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devaluatcion this year.

"Sometimes, I think he doesn't understand the importance of the things he says,
said Petkoff.

"But it's not easy to believe thar it's just verbal diarthea,” he added.

Chavez and other government officials have said repeatedly said they won't mpose
exchange controls, or take any other drastic measures re defend the BEalivar.

But few are convinced anymoreo.

Last year, Chavez ordered state-owned o1l company Petroleos de Venezuela
- which
supplies most of the country’'s dollar revenue = to withhold almost S500 million
in deposits to "punish currency speculators.”™

Following his August complaints about those very same =peculators, the central
bank ordered banks to lower their foreign exchange holdings to 12% of net capital
from 15%, prohibited foreign currency sales to companies based outside the
country and increased to 30% from 17% banks' reserve requirements for public

deposits.

-By Jehan Senaratna, Dow Jones HNewswires; 58212-564-1339;
jehan.senaratna®doewjones.com
Thursday, 6 September 2001 17:1%:50

U.5. SEEKS INDIA'S COOPERATION [N ENERGY SECURITY

BOMBRY, Sept & (Reuters) - The United States has sought India's cocoperation in
protecting oil and gas supplies from the the volatile Middle East region, the main
supplier of crude oil for both the countries,

"The Persian Gulf, and the lines of communication connecting that region with the rest
of the world remain critical for the security of hoth countries.” U.5. Ambassador Robart
O. Blackwill told a business conferance on Thursday.

He said the United States and ics allies depended on the Middle East for half of their
crude oil imports, while India banked on the region for 90 percent of such imports.

"Consequently, the flow of oil and gas from the Middle East must be safequarded and
free of threats stemming either from military aggression or from acrts of terrorism,” he
said.

"Parallel with efforts by the intermational community, the United States and India can
work more cleosely rtogether o achieve this objective,”

He said beth countries wanted a higher global supply of enerqgy as the current
production levels were inadeguate.

"This implies that there will be increasing joint opportunities to exploit new
technelogies to increase enerqgy supplies.”

Blackwill said American energy firms were world leaders and their investments in the
U.5. and abroad enhanced efficiencies.

"Despite current difficulties, we hope those U.S. firms can thrive in India."

U.5. energy firm, Enron Corp <ENE.N>, is embroiled in a bitter payments dispute with a
local utility and has declared it wants to sell its 65-percent stake in the 37 %-billien
Dabhol power plant--the largest direct foreign investment in Tndia.

Another American energy firm, AES Corp <BAES.M> is also facing a4 payments dispute and
said recently it wanted to sell its stake in a distribution company in the eastern state
of Orissa.

Blackwill said problems faced by multinational investors had "darkened"” Indis's
investment climate.

"I know this personally from speaking with some of the premier American business
executives with major investments in Asia."”

({New Delhi Newsroom +91-11-301-2024, Fax +91-11-301-4043

himangshu.watts@reuters.com) )
Thursday, 6 September 2001 10:49:23

MORE U.5. HEATING OIL SUPPLIES TO LOWER PRICES

By Tom Doggett

WASHINGTON, Sept & (Reuters) — U.S5. homeowners will be paying less for heating oil this
fall and winter rcompared with last year, thanks to bigger heating fuel inventories,
according to the latest government forecast,

Residential heating oil prices should average 31.30 a gallon in both the fourrh quarter
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