Dam, Ken

— —
From: Lakritz, Rabb
Sant: Weadnasday, January 09, 2002 10:53 AM
Tae Dam, Ken
Subject: FW: Pratests at Wadd Economic Forum in NYC (Jan 31-Feb 4)
FYI
Thanks .

REobb LaKritz

..“-ﬂfg'rﬂ H.E,au.g.....
Fram! Carmes, Caral
Sank: Wadnesday, Jaruary 09, 2002 10:37 &M
Tas Cebuda, Kefth; Figura, Linda; Galen, Reed
Lo Donvan, Meg: Toloul, Raming Sabel, Mark; Hariow, Fobert; Marvey, Reavia; Valentic, Marsha; Lakitz, Robb; Paulsan, Sara; Conley,
Robert: Crowse, Brian; Stedman, Louslen; Baukos, Andy; Lundsager, Meq; Backes, Steven
Subject: Protests ab World Economic Forum in WYC {Jan 31-Feb 4)
[{b)i5)]
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Carleton, Norman

e —
From: Carleton, Morman
Sent: Friday, January 04, 2002 5:30 PM
To: org, Brian; Bair, Shoila; Gross, Jared, Wisdman, Mark; Bisberger, Timothy,, Smith, Ay
Ce: Schultheiss, Heidilynne; Nickoloff, Peter; Ellett, Martha; Gabilondo, Jose; Sullon, Gary
Subject: FW: Drafl Memo on Enron/CFMA Articles

Adtached is a memo that details our first attempl to clarify what the press has been saying in regards to Enron and the
Commodity Futures Modemization Act.

I talkad to the Ken Raisler, 8 New York lawyer, aboul this, He lokd me hat Enron did not m{. lobby the administration
about the CFMA but was parl of an energy coalition, which Mr. Raisler represented, that did lobby on this issue, The
axampt commodity/etectonic trading facility provision in the CFMA did nod directly benelit Enran since EnronOnline was not
structured as a trading facility as defined in the CFMA, Therelone, the major beneficiaries of these provisions are Enron's
compeditors, such s the InterContinental Exchange and TradeSpark, which are stuctured as alactonic trading facilities,
Enron did get the legal certainty i wanted that the CFTC cannol regulate EnronQnline. [(b)(5)]

Ken also told me that he had talked to then Asaistant Secretary Lee Sachs aboul the exempd commadily issue. According
to Ken, Lee tald him that the Treasuny would ol appase the CFMA because of the B:Bm{lt‘;ummudly imsue but
encouraged the indusiry o reach a comaromise with the CEFTC, In the end, Wall Sieet . enargy firma, and the
fulures industry, as wall as the PWG (including the CFTC) all supported passage of the CFMA,

-——-Orignal Message--—
Froam: schulthetss, Haidlynne
Sant: Friday, Januery 04, 3002 5:10 PM
T Carteion, RNorman
Subject: Draft Meme an EnnonyCFMA Articles

Altached s the draft memo on the Enron arlickes that asserted that the CFTC and PWG ohjected to the energy exclusion
provisions of the CEMA, The three news arfickes are downloaded as the latter pages.

SIS o

Tracking: Riscipient
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m m
E = ®d nng
cooff aer

& ara
a ando oe

an ar

uau-a-nnaai
SERERERRREE
RRREEE REEE

01300000000027



DRAFT
January 4, 2002

TO: Morman Carleton

Director

Office of Federal Finance Policy Analysis
FROM: Heidilynne Schultheiss

Financial Economist

Office of Federal Finance Policy Analysis

SUBJECT: Dow Jones Newswires and Washington Post Articles on Enron and the
Commaodity Futures Modemization Act of 2000

BACKGROUND

[(e)5)]
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[{b)(5)]

ISSUE AND DISCUSSION
[(b)(3)]
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[(bK3)]

CONCLUSION
[{E)(5)]

Altachments

[(b)(3)]
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Campaign Gifts, Lobbying Built Enron's Power In
Washington

By Dan Morgan and Taliet Eilperin
Washingion Post Staff Writers
Tusaday, December 25, 2001 ; Page A0l

Dwring the administration of the first President George Bush, a new party fundraiser named
Kenneth L. Lay was invited to spend the night at the White House. The sleepover was an early
coup for the chairman of Enron Corp. and a harbinger of things to come.

Over the following decade, Lay and Enron poured millions of doellars into US. politics,
cultivating unequaled access and using the entree to lobby Congress, the White House and
regulatory agencies for action that was critical to the energy company’s spectacular growth.
Now, with Enron's sudden bankrupley, public attention has tumed not only to the financial
practices that brought the company down, but to what its far-flung political operations say about
the country's campaign finance system.

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

"I think the Enron story is going to tumn out to be an enormous political story," said Rep, Henry
A, Wuwiman (D-Cahbfl), ranking minority member on the House Energy and Commerce
Committes.

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

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

A Routine Cost for Some

Advocates of campaign finance reform say the Enron case vividly illustrates the ties between
politics and big money, though it's unclear that the company's political operations were radically
different from others for whom political contributions have become a routine cost of doing
business.
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"There are aspects of [the Enron case] that remind us of the savings and loan scandal, in the
sense that a powerful institution used big money to buy influence and protect itself while
ordinary citizens ended up losing their life savings," said Fred Wenheimer, president of
Democracy 21, a Washington interest group, referring to a banking controversy in the 1980s,
Enron's ties to Republicans and the present Bush administration were especially close. Lay raised
large sums for George W, Bush's campaign.

Enron, Lay and its employees have contributed $572,350 to him over his career, far more than
any other company, according to the Center for Public Integrity in Washington.

Several top administration officials have been Enron advisers or stockholders. Enron, Lay and
other senior executives contributed $1.7 million in soft-money donations to politicians in the

2000 election cycle, two-thirds of it to Republicans, according to the Center for Responsive
Palitics.

Republicans clearly are sensitive to the potential political dangers. The National Republican
Senatorial Committee recently retumed a S100,000 check collected from Enron in Movember,
after deciding that ™1t was appropriate to give it back,” spokesman Dan Allen said. The
Republican Governors Association last week returned an Enron donation of $60,000.

What was unique about Enron, competitors and gllics agree, was a brash and sometimes
counterproductive political stvle,

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

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

“In their lobbying, they acted like the 800-pound gorilla they were,” said Christopher Homer, &
Washington lawyer who briefly directed Enron's government relations in 1997, Lay and Skilling
declined interview requests, but Enron officials say they have no regrets about their use of
money. "It got us name recognition,” company spokesman Mark Palmer said. "Given the
aggregation of our foes, we had to make sure that people knew what our argument was."

Jump-Starting Deregulation

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

Enron lobbied for several of the initial actions that set the stage for the era of a deregulated
wholesale electricity market.
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It supported the 1992 Energy Policy Act, which opened the utility companies' wires 1o electricity
merchants such as Enron. It also worked with the Commodity Futures Trading Commission -
then chaired by Wendy Gramm -- for a regulatory exemption for futures trading in energy
derivatives, which later became Enron's most lucrative business. Soon after Gramm stepped
down in 1993, she was appointed to Enron’s board.

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

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

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

Even Enron's harshest critics credit Lay with pulling new issues -- such as electricity
deregulation -- on the Washington agenda. Layv,a former Interior Department official with a PhD
in economics, became "the ambassador® for deregulation, one former emplovee said.

Throughout the 19905, Enron's agenda was opposed by coal-burning utilities, especially ones in
the Southeast, which viewed the emerging wholesale electnicity market as a threat to their turf.
Many of these, such as Atlanta-based Southern Co., had impressive political funding and
conneclions of their own.

But with the explosive growth of Enron and the GOP takeover of Congress in 1995, the
company’s soft-money donations -- unregulated and unlimited gifis to political parties and
organizations -- jumped sharply. They went from about $136,000 in the 1993-94 election cyele,
to 5687000 in 1996 and 51.7 million in 2000, according to the Center for Responsive Politics.

Frustrated by Washington

For all its connections, sources say, Enron often found Washinglon frustratingly slowand
unreliable.

The company placed a substantial bet on federal support for limits on the greenhouse gases
causing global warming. Enron officials hoped to exploit a new market in industry for carbon-
emissions credits, similar to the one that developed for sulphur credits after clean-air legislation
wias enacted in 19940,
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Lay joined the Union of Concemed Scientists and environmental groups in calling for curbs on
carbon in the atmosphere. The Clinton adminisiration was supportive, hut this vear the Bush
administration reneged on a campaign pledge to impose limits on greenhouse gas emissions from
coal-burning power plants,

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

Enron hired former New York representative Bill Paxon, a leading conservative, to run
Americans for Affordable Electricity, which commissioned studies and recruited business
support for deregulation. But the legislation never made it oul of a congressional subcommitiee,
Al the same fime, Enton was growing restive over the slow pace of deregulation in the wholesale
electricity market, the core of its business. Large paris of the country, especially the Southeast,
were slill monopolized by regulated utilities that limited the opportunity for trading gas,
electricity and energy denvatives.

Political Pragmatism

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

The company's lobbying team expanded along with its political spending. It outgrew the two-
person operation that existed in 1989 and began to reflect Enron's interest in everything fram
pipeline safety and derivatives trading to Overseas Private Investment Corp. loan guarantees. By
last year, its lobbying expenses exceeded 32 million a year and covered a raft of hig-name
consultants, such as former Montana povernor Mare F. Racicot, the new Republican National
Committee chairman, and former top aides to House Majority Leader Richard K. Armmey (R-
Tex.) and House Majority Whip Tom DeLay (B-Tex.)

The hazards of Enron's efforts to connect with both parties were evident last year, when shorily
before the Movember election, the company picked a Clinton administration Treasury official,
Linda Robertson, 1o run its Washington office.

A perturbed Delay, whose campaign and related funds had received more than $100,000 from
Enron and Lay, briefly "excommumicaled” Enron, a House source said. Roberison was not
invited to a series of meetings of electricily lobbyists held in Delay's office last July, though an
Enron official did finally attend the sessions.

Enron had more success when Congress overwhelmingly approved legislation last vear
containing a provision precluding the Commeodity Futures Trading Commission (CFTC) from
regulating Enron's trading in energy derivatives. These instruments are traded largely between
electricity dealers and big wholesale consumers, which use them to hedge against price swings
that could adversely affect their businesses.

01300000000034



The exemption, tucked into broader legislation that established the legality of unregulated
derivatives trading by banks, was not supported by a Clinton administration working group,
largely because of opposition from the CFTC. Since the departure of Wendy Gramm, some in
the agency had lobbied for tighter contrel over the exploding energy derivatives market. The
legislation passed through the Senate Banking Commattee, then chaired by Phil Gramm, who has
received $47,350 from Enron employees and its political action commiltee since 1989, A Gramm
spokesman said the senator does not recall talking to his wife, an Enron dircctor, about the
encrgy provision and played "no role” in negotiating 1. Wendy Gramm did not return phone calls
seeking comment.

Enron was a primary player, with Koch Industries Ine., a large, privately held oil and gas
company based in Wichita, in pushing for the exemption, a source said. But the company's main
effort was focused on the House Agriculture Commitiee, where the legislation originated, Its
chairman and ranking Democrat, Texas Reps. Larry Combest (R) and Charles W. Stenholm (D),
respectively, were among the top recipients of Enron campaign donations in the House since
1985,

The CFTC objected strenuously to the initial draft marked up by the commitiee, but the Texas
congressmen helped work out a compromise between Enron and the agency. The compromise
was then offered by Rep. Jerry Moran (R-Kan.), the home-state congressman of Koch Industries
and a recipient of campaign donations from Enron and Koch in the last election cycle. Moran did
not return & phone call seeking a comment.

Early this year, Lay seemed o be at the height of his political power, getting a private meeting
with Vice President Cheney to discuss the administration's energy pelicy proposals and weighing
in on key nominations to FERC,

Curtis Hebert Jr., FERC's chairman at the time, has reported that Lay called him and implied that
Enron would urge the newly installed Bush administration to keep him in the job — if he changed

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

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

Iromically, since Enron's fall, both FERC and Congress seem to he moving in the direction of the
deregulated markets Lay and Enron lobbyists had pushed for.

© 2001 The Washington Post Company

01300000000035



CORRECTION

Wednesday, December 26, 2001; Page A02

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

£ 2001 The Washington Post Company
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Enron Executives Face Subpoenas

Senate Panel Alzo Orders Testimony of Directors
Biy eter Behr and Dan Morgan

Washingion Post Staff Witers

Tharsday, Janusry 3, 2002; Page E01

A Senate committee announced yesterday that it is subpoenaing top executives and directors of
the bankrupt Enron Corp. to determine their roles in the Houston company’s epic collapse,

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

Sen. Carl M. Levin {D-Mich.), chairman of the Governmental Affairs Committee's permanent
subcommities on mmvestigations, said the panel also will subpoena financial and trading records
from Enron and audit documents from its accountant, Asthur Andersen LLP.

Enron's attorney, Hobert Bennett, called the subpoenas "totally unnecessary” and zaid "we are
fully cooperating with Congress.”

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

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

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

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

happens again?”

Licherman's committee joins an already crowded field of Enron inguiries. The House Energy and
Commerce Committee has sent investigators to interview Enron officials in Houston.
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Subcommittees of the Houwse Financial Services Committee and the Senale Commerce
Commities have alrcady held heanngs.

But Licherman's panel is the top investigative committee of the Senate. Under Republican
leadership during the Clinton administration, then-chairman Fred D. Thompson (R-Tenn.)
headed an investigation of Bill Clinton’s 1996 presidential campaign fundraising.

Levin and Lieherman said they intend to look into the close ties between Lay and President
Bush, a connection that some Democratic Parly officials say they hope to take advantage of in
this year's congressional election campaigns.

Levin said he wants to know what sdvice Lay, who was a large contrbutor to the Bush
campaign, gave (o officials of the new sdministralion as it formulated energy policy a yvear ago.
Enron "also had close relationships with some Democrats, its fair to say," Lieberman
acknowledged, He said he expected the inguiry to be hipartizan and to have Thompson's support.
"We are going to work together," Lieberman said.

Licherman said the committee also wants to leam whether federal regulators have the authority

to adequately oversee the complex commodity trading and financial transactions that were the
foundation of Enron's rapid growth over the past three years.

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

Enron was an active player in lobbying for the exemption beginning in the early 19490s,
according to sources. The exclusion was initially approved by the CFTC in 1992, and in 2000
Congress endorsed it as part of the Commodity Futures Modemization Act, despite concems of
some senior regulators,

Al a joinl heanng on the legislanon by the Senate Banking and Apgneuliure commuitiess in June
2000, then-CFTC chairman William J. Rainer spelled out his “reservations" aboul the exclusion
and zaid that "the caze for it haz not been made" with regard to energy derivatives,

& 2002 The Washington Post Company

01300000000038



December 18, 2001

Senator Eyes End To Enron-Type Special-Purpose
Entities

Dow Jones Newswires

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

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

Hollings said such off-the-balance-sheet transactions should end in order to protect
investors. Hollings also was highly critical of the amount of insider stock selling by top
Enron officials. He noted that Enron Chairman Kenneth Lay and former Chief Executive
Jeffrey Skilling each sold shares in recent months for more than 560 million, while
members of Enron's board sold shares worth more than $160 million.

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

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

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

"We are all guilty for letting it happen," Hollings said of Enron’s collapse.

Sen. Byron Dorgan, D-M.D., chairman of the committee's consumer affairs panel,
described Tuesday's hearings as the first of several that will delve into the roles in
Enron's financial collapse played by: Enron officials; Arthur Andersen, Enron's ocutside
auditor, Wall Street analysts, and regulators,

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

same hearing.

“Was this just bad luck, incompetence and greed, or were there some criminal or illegal
actions, as has been suggested by the accounting firm that reviewed Enron's books?

Dorgan said.
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Carleton, Norman

Fram: Carleton, Norman
Sent: Tuesday, Ociober 30, 2001 10211 AM
To: Schultheiss, Heldiynne
Subject: FW: Enran Meeting Reques!
Fl
i inal H.m.
Fram: Hiis, Dina
Sant: Thursday, March 15, 2H1 5:59 P
Ta: Fishr, Pelor; Paulss, Michael; Careton, Maman
e Grss, Janad
Subject: RE: Enron Mesting Request
seems ok 1o me..should be run throwgh GC.
= ...ﬂﬂgna] Mm. -
Fraom: [Fisher, Peber
Sont: Thursday, March 15, 2000 5:31 P
Ta: Paulus, Michael; Efis, Dina; Cadetan, Morman
Cc: Gross, Jared
Subject: RE; Enron Magting Requesst

| also see no reason o object,

~—=-{Iriginal Message-—-
From:  Faulus, Michasl
Sentz:  Thursday, March 15, 2001 5:27 PM
Tas Elks, Dina; Fisher, Peter; Carletan, Morman
Ci: Gross, Jared
Sulbjact: Eneon Moeting Recuest

Jaff Skiling, President and CEC of Enron has requasted a meeling with the Sacretary for April 5 1o discuss the
West Coast energy orisis. | see no reason to object. Thoughts?
Tracking: Rist:ipian Dialivery Read

Schultheiss, Hediynne Disliverad: 105300 10211 AM Foeced; 10030007 10771 AM
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Carleton, Noerman

———
From: Carlaton, Morman
Sent: Tl.lﬂ!r-day' January 08, 2002 621 PM
Ty Senulheiss, Haidilyrne, Nickoloff, Peter
Subject: FW: CFTCs Exemplion for Certain Contracts Involving Energy Products (Apeil 20, 1993)
-rigunal Micssage- -
len Bair, Shdl
Sant: Tuasday, Jaruary 08, 2002 5:56 PH
T Carketon, Momman
Subject: RE: OFTC's Exemphion for Certain Contracts Invahing Enengy Products [Apeil 20, 1993)
LbNS)
==={ngiral Mesmoe---

Fn:n. Carleton, hl:nmrl

Sant: Tuesday, lanuary 08, 2003 5:44 PM

Tos Desir, Sheda

Subject: RE: CFTC's Exempion for Cortain Contracts Invobing Energy Products (Apel 20, 1993)

[{E)3)]

Worman

—==Ciriginal Message-—--
Fram:  Hair, Sheila
Sant:  Tuesday, January 06, 2002 5:34 P4
Ta: Carebon, Narman
Subject: RE; CFTC's Exernption for Cerain Contracts Imeclving Enengy Producks (Aprdl 20, 1993}

[{b)}(3)

Shaila
—-—-Orginal Mestage-—--
From: Carizton, Morman
Sank: Tuesday, Jaruary 05, 2002 514 FM
Ta: Bair, Shaila

Cei Smith, Amy; Bair, Sheda; Barardi, Steve; Bilsberger, Timothy; Eichrer, Matthew; Gablonda, Jose; Gross, Lared; Mammer, Yea; Lon
Sanatamorena (E-mal); Mickoloff, Peter; Nowey, Michael; Fietrangel|, Fred; Rossborg, Brian; Schultheiss, Hed hrng;
Whakey, Jean; Wiadman, Mark

Sulbject: CFTCs Exemnphion Tor Cemain Cantracts Irvcldying Energy Products (Apeil 20, 1993)

Shaeila,

lB)S)
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[(B)5)]

Marman

Tracking: Rincipient
Sorulihaiss, Heiilynne
Migunicd, Peser

Dedivery
Dediversd: B2 E21 PM
Dedivared; 108802 B21 P

Road
Read: 19802 522 AM
Fiad: 159002 1125 AM
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Carleton, Nerman

From: Carleton, Morman
Seanl: Tussdsay, Janu 08, 2002 5:45 PM
T Schulthelss, Heldilymne; Mickalol, Peter
Subject: FW: CFTC's Exemption for Certain Contracts Invabving Energy Products (#Aprll 20, 1993)
.-...ﬂfgm r-‘agga.m.... an
Froem! Carketnn, Norman
Sent: Tuesday, Jaruary 38, 2002 5:449 P
Ta: Bair, Shaila
Subject: RIE: CFTC's Exemplion for Certain Conbracts Imaaiving Bnendy Praducts [April 20, 1593)
[(b(53]
Moman
=<riginal Message--—
From: Eair, Si'rlll-l
Sank: Tusssday, Mnuary 8, 2002 5:29 P&
Carketon, Normman

Subject: RE: [FTCs Exemphion for Certain Contracts Ineaking Energy Products [Apil 20, 1993)

[(b)5)]

Sheila

——-Lriging Messane.-—

From: Carlebon, Rorman

Sent:  Tuesday, January DB, 2002 5:14 PM
Ta: Bair, Sheda

Ce Smith, Ay, Bair, Sheila; Berand, Sbewe; Bitsherger, Tmathy, Eichiner, Matthew; Gabilondo, Jose; Gross, Jared; Hammer, Viva; Lon
Elnﬂarrwa{i-mai], I"ld-lmﬂ’, Pebar; Moy, Hichasd; Pietrangsll, Fred; Roseboro, Brian; Schulheiss, Heidiynine;

Whaley, Jear; Wi
Subject: CFTCS Expmption Furtu'h-ﬂtu'mlnmrg Erergy Products (Apnl 30, 19913)
Shaila,

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

Morrman
Tracking: Ruoipiant
Echulthedgs, Heidlynng
Hickgkaff, Peier

Dol ivery
Calivarad; /80032 Sod% P
DCialivered: 10802 545 P

Read
Read: 1402 221 AM
Fesd: 14002 11:21 AM
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Carleton, Norman

From: Cearleton, Mosman
Sent: Wednesdary, December 15, 2001 11:33 AR
To Schuliheiss, Heidilynne; Nickoloff, Peter
Subject: FW: enron
——-Drigingl Megsage--—
From: Wisdnan, Mark
Senit: Wednesday, December 19, 2001 1121 AM
Tax Bitsberger, Timathy; Cadeton, Morman
Subject: FE: enrom
[(B}S)]
~-Oniginal Message -
Fromi Bitsberger, Timathey
Sank: ‘Wadnesday, December 19, 2001 11:18 AM
T Carleton, Korman; Wiedman, Mark
Subiject: enran
[(B)5)]
Tracking: Recipient Dedivary
Serniihaiss, Heidihnne Doadivmred: 1219009 11:33 Al
Mighoho!!, Petar Dredivgaresd: 121500 11:33 a8

Read
Riad: 12119709 11:33 AM
Raad: 121807 11:36 AM
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Carleton, Norman

————— —
From: Carlaton, Morman
Sant; FI'i'dEE. danuary 04, 2002 5:30 PM
T o, Brian; Bair, Sheila; Gross, Jared, Wiedman, Mark; Bisberger, Timothy; Smith, Amy
Ce: Schultheiss, Heidilynne; Nickoloff, Peter; Ellett, Martha; Gabilondo, Jose; Sutton, Gary
Subject: FW: Draf Memo on Enron/CFMA Articles

Attached is @ mema that detalls our first attempt bo clarfy what the press has been saying in regards to Enron and the
Commadity Futures Modermization Act.

I talked o the Ken Raisler, @ Now York lawyer, about this. He fold me that Enron did nol directly lobby the administration
aboul e CFMA but was part of an anargy coalition, which Mr. Raisler represestesd, that did lobby on this issue. The
axempt commodity/elecionic rading facilily provision in the: CFMA did not directty benefit Enron since EnranOnline was not
slruclured a5 a tadinﬂ_lfal:iﬂy as defined in the CFMA. Therafore, the major beneficiaries of these provisions are Enron's
competitors, such as the InterContinental Exchange and TradeSpark, which are stuctured as electonic Irading facilities.
Enron did qet the legal certainty it wanled thal the CFTC cannot reculate EnronCnline, [(B)(5)]

Ken also told me that he had talkad o then Assislant Secrefary Leae Sachs sbout the exempt commodily msue. According
to Ken, Lee told him that the Treasuny would not oppose the CFMA because of the exempl commodity issue but
encouraged e industy (o reach a compromize with the CFTC, In the end, Wall Straet firms, energy firms, and the
futures industry, as well as the PWGE (Including the CFTC) all supported passage of tha CFMA.

———-Orginal Message-—-—-
From: Sehutheiss, Heidikrine
Bank: Friday, danuary 04, 2002 5:10 PM
Ta: Careton, Norman
Subject: Draft Memo on EnronyCRMA Articles

Allached i the drall memo on the Enron articles that asserted that the CFTC and PWG objectad to the energy exclusion
provisions of the CFMA. The thwee news aricles are downloaded as the lalter pages.
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January 4, 2002

T Morman Carleton
Dhrector
Office of Federal Finance Policy Analysis

FROM: Heidilynne Schultheiss
Financial Economist
Oifice of Federal Finance Policy Analysis

SUBJECT: Dow Jones Newswires and Washington Post Articles on Enron and the
Commodity Futures Modemization Act of 2000

BACKOROUND

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

Hy Dan Morgan and Tulwet Eilperin
Washington Post Staff Wiriters
Tuesday, December 25, 2001 ; Page Al

During the administration of the first President George Bush, 8 new party fundraiser named
Kenneth L. Lay was invited to spend the night at the White House. The sleepover was an carly
coup for the chairman of Enron Corp. and a harbinger of things to come.

Ower the following decade, Lay and Enron poured millions of dollars imto 115, politics,
cultivating unequaled access and using the entree to lobby Congress, the White House and
regulatory agencies for action that was critical to the energy company's spectacular growth.

Mow, with Enron's sudden bankrupley, public attention has turned not only to the financial
practices that brought the company down, but to what its far-flung political operations say about
the country's campaign [inance system.

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

"I think the Enron story is going to turn out to be an enormous political story,” said Rep. Henry
A, Waxman (D-Calif), ranking minority member on the House Energy and Commerce
Commiltes.

The ties of Lay to the White House and GOP leaders, he added, were so multilayered that
Republicans arc likely to be reluctant to pursuc them. But he made clear that he intends to do so
and expects the Democratic-controlled Senate to follow suit.

Enron also cultivated relationships with Democrats, however. Lay played golf in Vail, Colo.,
with President Bill Clinton, and Enron gave hundreds of thousands of dollars o Democratic
campaign commiltees and Democrats in the House and Senate, including Sen. Charles E.

Schumer (N.Y.) and Rep. Martin Frost (Tex.), the ranking minority member on the House Rules
Commiliee.

A Routine Cost for Some

Advocates of campaign finance reform say the Enron case vividly illustrates the ties between
politics and big money, though it's unclear that the company’s political operations were radically
different from others for whom political contributions have become a routing cost of doing
business.
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“There are aspects of [the Enron case] that remind us of the savings and loan scandal, in the
sense that a powerful institution used big money to buy influence and protect itsell while
ordinary citizens ended up losing their life savings," said Fred Wertheimer, president of
Democracy 21, a Washingtlon inlerest group, referming to a banking controversy in the 1980s,
Enron's ties to Republicans and the present Bush administration were especially close, Lay raised
large sums for George W. Bush's campaign.

Enron, Lay and ils employees have contributed £572,350 to him over his career, far more than
any other company, according to the Center for Public Integrity in Washington,

Seweral top administration officials have been Enron advisers or stockholders. Enron, Lay and
other senior exccutives contributed $1.7 million in sofi-money donations to politicians in the
2000 election cycle, two-thirds of it to Republicans, according to the Center for Responsive
Paolitics.

Republicans clearly are sensitive to the potential political dangers. The National Republican
Senatorial Committes recently retumed a 100,000 check collected from Enror in November,
after deciding that "it was appropriatc to give it back,” spokesman Dan Allen said. The
Republican Governors Association last week retumed an Enron donation of 360,000,

What was unique abou! Enron, competitors and allies agree, was a brash and sometimes
counterproductive political style.

Stories of Enron's hardball style are legion. In October 1999, for example, Jeffrey K. Skilling,
then Enron's president, expressed his displeasure at Rep. Joo Barton's position on a deregulation
bill pending in the energy subcommitlee Barton chairs.

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

*In their lobbying, they acted like the B00-pound gorilla they were," said Christopher Haomer, a
Washington lawyer who briefly directed Enron's government relations in 1997, Lay and Skilling
declined interview requesis, but Enron officials say they have no regrets zhout their use of

money. "It got us name recogrilion,” company spokesman Mark Palmer said, "Given the
aggregation of our foes, we had to make sure that people knew what our argument was."

Jump-Starting Deregulation

Almost from its start in 19835 as a gas pipeline company, Enron needed help in Washington, and
it got it in a series of actions by Congress and the Federal Energy Regulatory Commission
(FERC) that undermined the traditional monopoly of utility companies over power plants and
transmission lines,

Enron lobbied for several of the initial actions that set the stage for the era of a deregulated
wholesale electricity market.
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It supported the 1992 Energy Policy Act, which opened the utility companies’ wires to electricity
merchants such as Enron. It also worked with the Commodity Futures Trading Commission --
then chaired by Wendy Gramm -- for 2 regulatory exemption for futures trading in energy
derivatives, which later became Enron's most lucrative business. Soon after Gramm stepped
down in 1993, she was appointed to Enron's board.

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

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

The new rules ensured that Enron and other merchant companies could buy electricity from

independent power planis and sell it to distant customers, using transmission lines bormowed
from utility companics.

Even Emnron's bharshest critics credit Lay with pulting new issues -- such as electneoiy
deregulation == on the Washington agenda. Lav,a former Intetior Depariment official with a PhD
in economics, became "the ambassador™ for deregulation, one former emplovee said.

Throughout the 19908, Enron's agenda was opposed by coal-burning urtilities, especially ones in
the Southeast, which viewed the emerging wholesale electricity market as a threat o their tarl
Manv of these, such as Atlanta-based Southern Co., had impressive palitical funding and
connections of their own.

But with the explosive growth of Enron and the GOP takeover of Congress in 1995, the
company’s soft-money donations -- unregulated and unlimited gifis to political parties and
organizations -- jumped sharply. They went from about 3136,000 in the 1993-94 election cycle,
to 3687000 in 1996 and 51.7 million in 2000, according to the Center for Responsive Politics.

Frustrated by Washington

For all its connections, sources say, Enron often found Washington frustratingly slowand
unrelizble,

The company placed a substantial bet on federal support for limits on the greenhouse pases
causing global warming. Enron officials hoped to exploit 2 new market in industry for carbon-

emissions credits, similar to the one that developed for sulphur credits after clean-air legislation
was enacted in 1990,
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Lay joined the Union of Concemed Scientists and environmental groups in calling for curbs on
carbon in the atmosphere. The Clinton administration was supportive, but this year the Bush
administration rencged on a campaign pledge o impose limils on greenhouse gas emissions from
coal-buming power plants.

A multimillion-dollar lobbying campaign in Congress to secure legislation requinng states to
institute retail electricity deregulation fared even worse.

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

Political Pragmatism

Enron's political pragmatism was demonsirated in the 1998 New York Senate election, when it
dropped its support of the Republican incumbent, Alfonse M. [¥ Amato, after Democrat Schumer
endorsed Enron's goal of wholesale deregulation, sources said. Lay reciprocated by hosting
several fundraisers for Schumer, and Enron’s political action committee contributed $7,500 to the
Schumer campaign,

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

The hazards of Enron's efforts to connect with both parties were evident last year, when shortly
before the November election, the company picked a Clinton administration Treasury olficial,
Linda Robertson, to run its Washington office.

A perturbed Delay, whose campaign and related funds had received more than S100,000 from
Enron and Lay, briefly “excommunicated” Enron, a House source said. Robertson was not
invited to a series of meetings of electricity lobbyists held in Delay's office last July, though an
Enron official did finally attend the sessions.

Enron had more sucoess when Congress overwhelmingly approved legislation last wear
containing a provision precleding the Commodity Futures Trading Commission (CFTC) from
regulating Enron's trading in energy derivatives, These instruments are traded largely between
electricity dealers and hig wholesale consumers, which use them to hedge against price swings
that could adversely affect their businesses.
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The exemption, twcked into broader legislation that established the legality of unregulated
derivatives trading by banks, was not supporied by a Clinton administration working group,
largely because of opposition from the CFTC. Since the departure of Wendy Gramm, some in
the agency had lobbied for tighter control over the exploding energy denvatives market. The
legislation passed through the Senate Banking Committee, then chaired by Phil Gramm, who has
received §97,350 from Enron emplovees and its political action committee since 1989, A Gramm
spokesman said the senator does not recall talking to his wife, an Enron director, about the
energy provision and played "no role” in negotiating it. Wendy Gramm did not return phone calls
seeking comment.

Enron was a primary playver, with Koch Industries Inc., a large, privately held oil and gas
company based in Wichita, in pushing for the exemption, a source said. But the company's main
effort was focused on the House Agriculture Committee, where the legislation onginated. Iis
chairman and ranking Democrat, Texas Reps. Larry Combest (R) and Charles W, Stenholm (D)),
respectively, were among the top recipients of Enron campaign donations in the House since
1989.

The CFTC objected strenuously to the initial drafl marked up by the commitiee, but the Texas
congressmen helped work cut a compromise between Enron and the agency. The compromise
was then offered by Rep. Jerry Moran (R-Kan.), the home-state congressman of Koch Industries
and a recipient of campaign donations from Enron and Koch in the last election cycle. Moran did
not retumn a phone call secking a comment.

Early this year, Lay seemed to be at the height of his political power, geiting a private meeting
with Vice President Cheney to discuss the administration's energy policy proposals and weighing
in on key nominations to FERC.

Curtis Hebert Jr., FERC's chairman at the time, has reported that Lay called him and implied that
Enron would urge the newly installed Bush administration to keep him in the job -- il he changed
his views to support Enron's position for faster clectricity deregulation. Lay contended that
Hebert called him to ask for support,

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

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

i 2001 The Washington Post Company

01300000000083



CORRECTION

Wednesday, December 26, 2001; Page AQ2

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

2 2001 The Washinglon Post Company
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Enron Executives Face Subpoenas

Senate Panel Also Orders Testimony of Directors
By Peter Behr and Dran Morgan

Washingion Post Stff Witers

Thursday, Jamuary 3, 2002; Page ED]

A Senate committes announced yesterday that it is subpoenaing fop executives and directors of
the bankrupt Enron Corp, to determine their reles in the Houston company's epic collapse,

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

Sen. Carl M. Levin (D-Mich.), chairman of the Governmental Affairs Commatles’s permanent
subcommittee on investigations, said the panel also will subpoena financial and trading records
from Enron and audit documents from its accountant, Arthur Andersen LLE,

Enron's attomey, Robert Bennett, called the subpoenas "totally unnecessary” and said "we are
[ully cooperating with Congress.”

Although Enron Chairman Kenncth L. Lay did not show up for two earlier congressional
hearings on Enron's bankrupley, he has agreed (o testify next month before the Senate Commerce
Committee, Bennett said.

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

Accounting ermors involving the private parinerships caused Enron to overstale ils eamnings by
half a billion dollars over the past four years. Enron's disclosure of the overstalement, in
MNovember, riggered a final plunge in the company’s stock price and the company's bankruptey
filing Dieg, 2,

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

Lieherman's committes joins an already crowded field of Enron inquinies. The House Energy and
Commerce Commillee has senl investigators to interview Enron officials in Houston.
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Subcommittees of the House Financial Seraces Committee and the Senate Comimerce
Committee have already held hearings.

But Licherman's pancl is the top investigative committee of the Senate. Under Republican
lcadership durmng the Chinton administration, then-chairman Fred D. Thompson (R-Tenn.)
headed an investigation of Bill Clinton's 1996 presidential campaign lundraising,

Levin and Lieberman said they intend to look into the close ties between Lay and President
Bugh, a connection that some Democratic Party officials say they hope to take advantage of in
this year's congressional election campaigns.

Levin said he wanis to know what advice Lay, who was a large contributor to the Bush
campaign, gave to officials of the new administration as it formulated encrgy policy a vear ago.
Enron "also had close relationships with some Democrats, it's fair to say," Ligherman
acknowledged. He said he expected the inguiry to be bipartisan and to have Thompson's support.
"We are going to work together," Lieberman said.

Lieberman said the committee also wants to leam whether federal regulators have the authority
to edequately oversee the complex commodity trading and financial transactions that were the
foundation of Enron’s rapid growth over the past three years.

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

Enron was an active player in lobbying for the exemption beginning in the carly 1990s,
according to sources. The exclusion was initially approved by the CFTC in 1992, and in 2000
Congress endorsed it as part of the Commodity Futures Modemization Act, despite concerns of
gome senior regulalors.

Al a joint hearing on the legislation by the Senate Banking and Agriculture committees in June
2000, then-CFTC chairman William J. Rainer spelled out his "reservations™ about the exclusion
and said that "the case for it has not been made” with regard to energy derivatives.

£ 2002 The Washington Post Company
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December 18, 2001

Senator Eyes End To Enron-Type Special-Purpose
Entities

Dow Jones Newswires

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

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

Hollings said such off-the-balance-sheet transactions should end in order to protect
investors. Hollings alse was highly critical of the amount of insider stock selling by top
Enron officials. He noted that Enron Chairman Kenneth Lay and former Chief Executive
Jeffrey Skilling each sold shares in recent menths for more than $60 million, while
members of Enron's board sold shares worth more than $160 million.

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

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

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

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

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

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

“Was this just bad luck, incompetence and greed, or were there some criminal or illegal

actions, as has been suggestad by the accounting firm that reviewed Enron’s books?"
Dorgan said.
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Carleton, Norman

From: Carlaton, Maorman

Sant: Wadnesday, December 19, 2001 343 PM

Tao: Wiedman, arl-: Bair, Shaila: E-Bgar Pater; Bitsberger, Timathy; DeMarco, Edward; Chorsey,
Karen; ElIatLl.llErlhE Ellis, Dina IJ..JDEE" ross, Ja I'-h.lf'fman Lucy; Hujlas

, McGivarn, Tam; Molnemey, Roberia; Mickoloff, Peter; Raosebaro, Brian; Salladin, Anne;
Schuliheiss, Heidtynne, Smilh, Army, Sullon, Gary, Tishuk, Brian

Subject: Converalion with Frank Hamplon and ABI Websile! House Leaders Conlinug to Push Nelling

According to Frank Hamplon of TBMA, Dick Armey 15 also pushing the netting legislation. However,
Senscnbrenner hopes o acheive a compromise on the larger bankrupley legislation by February and is opposed
to passing the netting legislation separately. In the Senate, Grassley is also opposed to a separate netting ball
and is reportedly avoiding a meeting with Greenspan to discuss this,

Morman Carlefon

ABI Website news:

December 19, 2001

House Leaders Continue to Push Netting Provisions

House leaders are Ir;.rmg to nudge forward legislation that seeks to prevent systemic financial crises by allowing
creditors to “net out” their derivatives losses with major counter parties that have filed for bankruptey, The
American Banker reported. It is still unclear, however, whether even they will be successful in overcoming the
political obstacles that have stalled it for more than a year - especially considering that Congress is expected to
adjoumn for the year as early as this week. Majority Whip Tom Delay (R-Texas) “believes that it’s important to
get the netting provisions done, either within the context of bankrupley reform or elsewhers,” a spokesman said.

Such highly technical bills rarely attract the attention of top House or Senate leaders, but the recent collapse of
Enron Inc. has given the netting legislation newfound relevance. Federal Reserve Board Chairman Alan
Greenspan and Treasury Secretary Paul O'"Neill say markets are at risk unti] a law is enacted that allows
contracts o be quickly and eazily netted owt without the approval of glow-moving bankruptcy courts, Holding it
up, however, is House Judiciary Committee Chairman James Sensenbrenner (R-Wis. ), whao heads the House-
Senate bankruptcy legislation conference commuittee. The netting legislation is a part of the bankruptcy reform
legislation. Sensenbrenner and some Senate Judiciary Commities members, including bill sponsor Charles
Grassley (R-lowa), oppose passing the netting authonity separately because they still hope that the relatively
uncontroversial provisions will propel the bankruptcy package.

Though industry sources said they have received commitments from House leaders that netting will be enacted
by year-end or soon thereafier, they are not expected to force a vote without the support of Sensenbrenner.

Even afier a mecting last week with Greenspan, Sensenbrenner maintained that he was “going 1o iry to keep itin
the bankruptey package,” s spokesman sand.
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Carleton, Norman

From: Carlaton, Morman

Sent: Friday, Janwary 04, 2002 5:30 PM

Ta: Roseboro, Brian; Bair, Shaila; Gross, Jared; Wiadman, Mark:; Bidsberger, Tlmnthy' Smith, Amy
Ce: Echullhelsa;, I-I-all;llll_.'nne' Nickoloff, Peter; Ellett, Martha: Gabilondo, Jose: Sution, Ga ry
Subject: Fw: Draft Meamo on EncondCFRMA, Articles

Attached iz a memo that defails our first attempt to clarify what the pregs has bean saying in ragards (o Enron and fhe
Commodily Fulures Modermization Act.

| talked to the Ken Ralsler, a Maw York l3wyer, about this. He told me that Enron did nof direc tne admmigiration
about the CFMA but was par of an enargy coaliton, which bMr. Ratsler represented, that did lo on this issuwe. The
exempt commaoditylelectonic trading facility provision in the GV Jid nol diresclly Benefit Enron since EnronCnling wias not
structured as a trading facility as defined In the CFMA. Therafore, the major beneficianes of these provisions are Enron’s
competiiors, such as the InterContmantal Exchange and TradeSpark, which are stuctured as electonic trading facilities.
Enron did get the legal certainty it wanied that the CFTC canned regulade EnranCinking [(b)(5)]

Ken also told me that he had talked to then Assistant Secratary Lea Sachs about the exempt commodity issue. According
lo Kan, Lee told him that the Treaswry would not oppose the CFMA because of the commodity issue bul
ﬂnc.uuragal:l the industty to reach a compramise with the CFTC, In the end, Wall Street firms, enargy firms, and the
futures indusiry, 25 well as tha PWGE (including the CFTC) all supported passage of the CFMA.

re=rigral Hessage-—-
Froami Sﬂ'mlhelia,. HeidilTing
Senk: Fridiay, January 0=, 2002 5510 PM
To Carleton, Rorman
Subject: Draft Meme an Enron/CFMA Articles

Adtached is the draft memo an the Enron arlicles that asseried that the CFTC and PWGE objected fo e energy exclusion
provisions of the CFMA. The thres news arfickes are downloaded as the latter pages,
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DRAFT
January 4, 2002

TO: Morman Carleton
Director
Office of Federal Finance Policy Analysis
FROM: Heidilynne Schultheiss
Financial Economist
Office of Federal Finance Policy Analysis
SUBJECT: Dow Jones Newswires and Washington Post Articles on Enron and the
Commedity Futures Modemization Act of 2000
BACKRGROUND
[{1)(5)]
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Campaign Gifts, Lobbying Built Enron's Power In
Washington

By Dran Morgan and Juliet Eilpsrin
Washington Post Sraff Writers
Taesday, December 25, 2001 ; Paps AD]

Druring the administration of the first President George Bush, a new party fundraiser named
Kenneth L. Lay was invited to spend the night at the White House. The sleepover was an early
coup for the chairman of Enron Corp. and & harbinger of things 1o come.

Ower the following decade, Lay and Enron poured millions of dollars mto ULS. politics,
cultivating uncqualed access and using the entree (o lobby Congress, the White House and
regulatory agencies for action that was critical 1o the energy company’s spectacular growth,

Mow, with Enron's sudden bankruptcy, public aftention has tumed not only to the financial
praciices that brought the company down, but to what its far-flung political operations say aboul
the country's campaign fingnce system.

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

"[ think the Enron story is going to tum out to be an enormous political story," said Rep. Henry
A, Waxman (D-Celif.), ranking minority member on the House Energy and Commerce
Committee.

The ties of Lay to the White House and GOP leaders, he added, were so multilayered that
Repuoblicans are likely to be reluctant to pursue them. But he made clear that he intends to do 2o
and expects the Democratic-controlled Senate to follow suit,

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

A Routine Cost for Some

Advocates of campaign finance reform say the Enron case vividly illustrates the ties between
politics and big money, though it's unclear that the company's political operations were radically
different from others for whom political contributions have become a routine cost of doing
business.
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"There are aspects of [the Enron case] that remind us of the savings and loan scandal, in the
sense thal a powerlul institution used big money o buy influence and protect isell while
ordinary citizens ended up losing their life savings," said Fred Wertheimer, president of
Democracy 21, a Washington interest group, referting to a banking controversy in the 1980s,
Enron's ties to Republicans and the present Bush admimistration were especially close. Lay raised
large sums for George W, Bush's campaign.

Enron, Lay and its employees have contributed $572,350 to him over his career, far more than
any other company, according to the Center for Public Integrity in Washington.

Several top administration officials have been Enron advisers or stockholders. Enron, Lay and
other senior executives contributed $1.7 million in sofi-money donations to politicians in the
2000 election cycle, two-thirds of it to Republicans, according to the Center for Responsive
Politics.

Republicans clearly are sensitive to the potential political dangers. The Mational Republican
Senatorial Committee recently retumed a $100,000 check collected from Enron in Movember,
after deciding that “it was appropriate to give it back,” spokesman Dan Allen said. The
Republican Governors Association last week returned an Enron donation of 360,000,

What was unique about Enron, competitors and allies agree, was a brash and somelimes
counterproductive political style.

Stories of Enron's hardball style are legion. In October 1999, for example, Jeflrey K. Skilling,
then Enron's president, expressed his displeasure at Rep. Joe Barton's position on a deregulation
bill pending in the energy subcommittee Barton chairs.

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

"In their lobbying, they acted like the 800-pound gonlla they were," said Chnstopher Horner, a
Washington lawyer who briefly directed Enron's government relations in 1997, Lay and Skilling
declined interview requests, but Enron officials say they have no regreis about their use of
money. "It gol us name recognilion,” company spokesman Mark Palmer said. "Given the
aggregation of our foes, we had to make sure that people knew what our argument was."

Jump-Starting Deregulation

Almost from 1ts start in 1985 as a gas pipeline company, Enron needed help in Washingion, and
it got it in a series of actions by Congress and the Federal Energy Regulatory Commission
(FERC) that undermined the traditional monopoly of ullity companies over power plamtz and
transmission lines.

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

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

That same year, Lay served as chairman of the commitlee organizing the Republican National
Convention in Houston. Hedging its bets, Enron made 2 major contribution to a "street fair" in
honor of Sen. John Breaux (D-La), a key encrgy policymaker, at the Democratic convention.
Key orders by FERC in 1996 also supported Enron's transformation into a freewheeling trader of

gas, electricity and more exotic products, such as telecommunications services and sulfur-
dioxide emissions credits.

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

Even Emron's harshest critics credit Lay with putting new issues -- such as electricity
deregulation -- on the Washington agenda. Lay,a former Interior Department official with a PhD
in economics, became "the ambassador™ for deregulation, one former employee said.

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

But with the explosive growth of Enron and the GOP takeover of Congress im 1995, the
company’s soft-money donations -- unregulated and unlimited gifis to political parties and
organizations -- jumped sharply. They went from about $136,000 in the 1993-94 clection cycle,
o 5687000 in 1996 and $1.7 million in 2000, according to the Center for Responsive Politics.

Frustrated by Washington

For all its connections, sources say, Enron often found Washington frustratingly slowand
unreliable.

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

A multimillion-dollar lobbying campaign in Congress to secure legislation requiring states to
institute retail electricity deregulation fared even worse,

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

Political Pragmatism

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

The company’s lobbying team expanded along with its political spending. It outgrew the two-
person operation that existed in 1989 and began to reflect Enron's interest in everything from
pipeline safety and denvatives trading to Overseas Private Investment Corp. loan guarantees. By
last year, its lobbying expenses exceeded 52 million a year and covered a rafl of big-name
consultants, such as former Montana governor Marc F, Racicot, the new Republican MNational
Committee chairman, and former top aides to House Majority Leader Richard K. Armey (R-
Tex.} and House Majonly Whip Tom DeLay (B-Tex.)

The harards of Enren's efforis to connect with both parties were evident last vear, when shonily
before the November election, the company picked a Clinton administration Treasury official,
Linda Robertson, to run its Washington office.

A perturbed DeLay, whose campaign and related funds had received more than $100,000 from
Enron and Lay, bricfly "excommunicated® Enron, a House source said. Robertson was not
inviled to a series of meetings of electricity lobbyists held in DeLay's office last July, though an
Enron official did finally attend the sessions.

Enron had more success when Congress overwhelmingly approved legislationm last wyear
containing & provision precluding the Commeodity Futures Trading Commission (CFTC) from
regulating Enron's trading in energy denvatives. These instruments are traded largely between
electricity dealers and big wholesale consumers, which use them to hedge against price swings
that could adversely afTect their businesses.
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The exemption, twcked into broader legislation that established the legality of unregulated
derivatives trading by banks, was not supported by a Clinton administration working group,
largely because of opposition from the CFTC. Since the departure of Wendy Gramm, some in
the agency had lobbied for tighter control over the exploding energy derivatives market. The
legislation passed through the Senate Banking Committes, then chaired by Phil Gramm, who has
received 397,350 from Enron employees and its political action committee since 1989, A Gramm
spokesman said the senator does not recall talking to his wife, an Enron director, about the
energy provision and played "no role" in negotiating it. Wendy Gramm did not retum phone calls
secking comment.

Enron was a prmary plaver, with Koch Industries Inc., a large, privately held oil and gas
company based in Wichita, in pushing for the exemption, a source said. But the company's main
effort was focused on the House Agriculture Committes, where the legislation originated. Iis
chairman and ranking Democrat, Texas Beps. Larry Combest (R) and Charles 'W. Stenholm (D),
respectively, were among the top recipients of Enron campaign donations in the House since
1989,

The CFTC objected strenuously to the initial draft marked up by the committee, but the Texas
congressmen helped work out a2 compromise betwesn Enron and the agency, The compromise
was then offered by Rep. Jerry Moran (R-Kan.), the home-state congressman of Koch [ndustries
and a recipient of campaign donations from Enron and Koch in the last election cycle. Moran did
not return & phone call seeking a comment.

Early this vear, Lay seemed to be at the height of his political power, getting a private meeting
with Vice President Cheney to discuss the administration’s energy policy proposals and weighing
in on key nominations to FERC,

Curtis Hebert Jr.,, FER(C s chairman at the time, has reported that Lay called him and implied that
Enron would urge the newly installed Bush administration to keep him in the job -- if he changed
his wviews to support Enron's posttion for faster electricity deregulation. Lay contended that
Hebert called him to ask for support,

Hebert was not reappointed. He was replaced by Texas lawver Pat Wood 111, a strong advocate
of deregulation who had the hacking of Lav and Enron.

Ironically, since Enron's fall, both FERC and Congress seem to be moving in the direction of the
dercgulated markets Lay and Enron lobbyists had pushed for.

i 2001 The Washinglon Post Company
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CORRECTION

Wednesday, Decemnber 26, 2001; Page A02

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

£ 2001 The Washington Post Company
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Enron Executives Face Subpoenas

Senate Panel Also Orders Testimony of Directors
By Peter Behr and Dan Morgan

Washington Post Staff Wiriters

Thursday, January 3, 2002; Pape EO1

A Sepale committes announced vesterday that it is subpoenaing top executives and directors of
the bankrupt Enron Corp. to determine their roles in the Houston company's epic collapse.

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

Sen. Carl M. Levin (D-Mich.), chairman of the Governmental Affairs Commillee's permanent
subcommittee on investigations, said the panel also will subpoena financial and trading records
from Enron and audit documents from its accountant, Asthur Andersen LLP.

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

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

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

Accounting crrors involving the privale parinerships caused Enron to overstate its carnings by
half a billion dollars over the past four vears. Enron's disclosure of the overstatement, in

November, tniggerad a final plunge in the company's stock price and the company's bankruptcy
filing Dheg, 2.

Sen. Joseph [ Lieberman (D-Conn.), chairman of the full committee, said, "The focus 15, how
did this corporation collapse, and what can we do to make sure that something like this never
happens again?”

Licherman's committee joins an already crowded field of Enron inquiries. The House Energy and
Commerce Committee has sent investigators fo interview Enron officials in Houston.
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Subcommittees of the House Financial Services Committee amd the Senate Commerce
Committee have already held hearings.

But Lieberman's panel iz the top investigative committee of the Senate. Under Republican
leadership during the Clinton administration, then-chairman Fred D. Thompson (R-Tenn.)
headed an investigation of Bill Clinton's 1996 presidential campaign fundraising.

Levin and Liecherman said they intend to look into the close ties between Lay and President
Bush, a connection that some Democratic Party officials say they hope to take advantage of in

this year's congressional election campaigns.

Levin said he wants to know what advice Lay, who was a large contributor to the Bush
campaign, gave to officials of the new administration as it formulated energy policy a year ago.
Enron "also had close relationships with some Democrats, it's fair to say,” Licherman
acknowledged. He said he expected the inguiry to be bipartisan and to have Thompson's support.
"We are going to work together,” Lieberman said.

Lieberman said the committee also wants to leam whether federal regulators have the authority
1o adequately oversee the complex commaodity trading and financial transactions that were the
foundation of Enron's rapid growth over the past three years.

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

Enron was an active player in lobbying for the exemption beginning in the early 1990s,
according o sources. The exclusion was initially approved by the CFTC in 1992, and in 2000
Congress endorsed it as part of the Commodity Futures Modemization Act, despite concerns of
s0me senior régulators,

Al a joint hearing on the legislation by the Senate Banking and Agniculture committees in June
2000, then-CFTC chairman William J. Rainer spelled out his “reservations" about the exclusion
and said that "the case for it has not been made" with regard to encrgy derivatives,

i 20032 The Washington Post Company
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December 18, 2001

Senator Eyes End To Enron-Type Special-Purpose
Entities

Dow Jones Newswines

WASHINGTON -- U.S, Senate Commerce Committee Chairman Fritz Hollings, D-S.C.,
pledged Tuesday to infroduce legislation to eliminate the sorts of financial accounting
that led o the financial collapse of Enron Corp. (ENE).

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

Hollings said such off-the-balance-sheet transactions should end in order to protect
investors. Hollings alsc was highly critical of the amount of insider stock selling by top
Enron officials. He noted that Enron Chairman Kenneth Lay and former Chief Executive
Jeffrey Skilling each sold shares in recent months for maore than 560 million, while
members of Enron's board sold shares worth more than $160 million.

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

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

Hollings also said there was plenty of blame for the "shenanigans™ associaled with
Enron's collapse, which he likened to a "cancer.” He cited Enron’s role in persuading the
Commodity Futures Trading Commission against the Clinton administration's call for
regulation of energy derivatives, and subsequent congressional action to exempt from
regulation the highly complex energy derivatives Enron's special-purpose entities
engaged in.

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

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

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

"Was this just bad luck, incompetence and greed, or were there some criminal or ilegal

actions, as has been suggested by the accounting firm that reviewsd Enron’s books?
Dorgan said,
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Carleton, Norman

From: Caratan, Morm:an

Sant: Tueaday, January 08, 2002 5:44 FPM

To: Bair, Sheila

Subjact: RE: CFTC's Exemption for Cestain Conlracts Involving Energy Products (Apel 20, 1933}

[{b)(E]] [(B)S)]

Marman
~-—Origingl Message---—
Fram: Bair, Shaila
Senk: Tueaday, January 08, 2002 5:24 PM
Too Caretan, Norman
Subject:  RE: CFTC Exemgtion for Cartain Contracts Iroiving Energy Products (Asd 20, 1563)
[{b)i5)]
Sheila

wm--ifigined st h e

From:  Carletan, Morman

Sent:  Tuesday, January 0B, 2002 514 PM

Toe Bair, Sheila

o] Smith, Ay Bai, Sheila; Berardi, Steve; Bitsbarger, Timathy, Eighner, Matthew; Gablonda, Jose; Grass, Jared, Hammer, ‘Wiea} L
Sanstamarena (E-mal); Higelolf, Pater; Nowey, Michael; Pietrangedi, Fred; Roscboro, Brian; Schidthess, Heidiynne;
Vitaley, Jean; Wiedman, Mark

Subject: CFTCS Exemplion for Certain Contracts Dvaking Energy Produdts {Apnl 20, 1993)

Shella,

The CFTC proposed an exemplive onder for cerain energy contracls on January 27, 1983, 1t was finalired on
Apri 20, 1993, [(b){5)]

01300000000117



MNorman

Tracking: Raciplant Dalivary Rand
Bair, Sheila Delvared: 1/RI02 5:44 P3 Fread: 1002 5:55 P
2

01300000000118



Carleton, MNorman
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Carleton, Morman

—

From: Carleton, Norman
Seant: Thursday, January 10, 2002 549 PM
Ta: Rirarmisn, Susan
Subject: RE: CFTC Daily Newsclips 0110002 (News on Walt Lukken)
[{B}3)]

-yl s -

Froam: Hzemien, Susan

Senk: Thursday, lanuarg 10, 2003 5217 #M

Tan Carigton, Mormman

Subject:  RE: CFIC Duity Newsclios 01/10/02 (News an Walt Lukken)
[QUTSIDE SCOPE]

Fram:  Careton, bamman

Sent:  Thursday, lansary 10, 2007 5:09 P

T Rzemien, Susan

Subject: RE: CFTC Daly Mewsolips GLA0M2 [Meras on Walt Luiken)

[QUTSIDE SCOPE]

Morman

ey i Mol e - e
From: Reemien, Susan
Sank: Thursday, Jaruary 10, 2002 5:05 PM
Taoe Carligton, Mormman
Subject: RE: CFTC Caily Mewscips 01/10/02 (News on Wall Lukien)

[QUTSIDE SCOPE]

Fram: Carieton, Nomman

Sant: Thigscay, Jangary 10, 2002 5:04 PM

To: Rzemian, Susan

Subject: RE: CFTC Dy Mewsclips 01/10V02 (Pesws an Walt Lukken)

[OUTSIDE SCOPE]

Marman

====Original Message——
From: Rnerfier, SusShaf
Sant: Thursdey, January 10, 2002 5:02 PM
Ta: Caratan, Bornan
Subject: BE: CFTC ity Mewsclips OL/LV0Z (Mews on Walk Lukken)

[QUTSIDE SCOPE]

Thanks for forwarding this 1o mie,
[(DHE)]
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Tracking:

From: Cariion, Nosman

Sant: Thursday, January 10, 2003 4-46 Pl

Ta: Rzemian, Susan

Subjet: Fi¥: CFTC Doty Mewsclips D1/10002 (News on Walk Lukken)
Susan,

[OUTSIDE SCOPE]

Marman

-——-rigiral Message-—-

Friem: McCoy, Antoinetie B, [maitbo:amonsnBoFTC gov]
Sent: Thursday, Janusry L0, 3002 5:51 AM

Subject: LCFTC Daily Mewsdips 01/10/02

<o File ncil 1002, pal =

Rcipian Dalivery
Rzemian, Susan Cialvarad: 1110E 5:45 PMW
F)

Read
Foaad: 11102 9:20 A6
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Propared by Office of Public Affairs & Commodity Futures Trading Commission & [20:2) 418-5080
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The five mesber commiepion currestly has bwo opem peats. Bush 8814 laa® manth
he plamned £o noslnste sconcmist Shares Hrewn-Hrusks Eo #9171 che orher -.-;m._:}_

19503 Dow Jonss IAE"]l Bews 1T:19:00 i ﬂ‘m

e Inta
Capyright {g) 3083, Dow Jones & Company, Tns.

Wedneaday,. Jasaary ¥, 2003

Eush KWominates Walter Lokken To Serve 0o OFTC

MASIIBATON - {bow Jomesl - Presldent Seargs W. Gzph ha® nesisaced waltes Lukkes
te bt a comelsaioner on the Comsodicy Satuseas Trading Commlssion (CFTCI.

The White Houss zaid Lukken would serve the ceminder of & [ive-year Cees
ampiring or April 13, JoO%,

akken has aecved ap & atat? mesber of the Senete Agricolture Comsitess misce
1987 amd was 4 legislative sesistant to Een. Richard Lugae, R-Iad., frean 1993

Eo LROE,

Lukken (@ & gradears of Indisna Usiversicy snd Levls asd Clark Law #chool .
-By Alex Kets, Dow Fonss Mewssiced; 202-B63-92856: f
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Calendar
President 'n Calandar
Thursday, January 13, 3003

WHITE BMNASRE AKROOSIEHMENTA
P i L L e rrp———

dam. W:

Frealdent Bush announced his intentiom co nesicaEs Walter Lukken ©o bo &
comelssioner of the Comsodity Puturss Tradisg Cosmimsion.

The president spnounced his designation of the following 11 individuals to
reprasant che United §Lates at the Inasguration of Bnrigue Bolanos deyver am
preaildent of tha Eepubiic of Wicaragua: Oliver Garzas; Johm Maiero: Limo
Muiierres; Janet Ballamtyme| George Prescort Bush; James ©. Henny: Earle Irvieg
Mack: knma Bavarro; Rawl Romecs; and Bwelyn Des Polter Rows.

The president and Flozlda Gov. Jeb Bunh signed am agreessnt ts cmouca
mdmquate WaATEr pupplies arw aveilabls for the Comprehetalve Evecglades
Epatoration Plan.

The White Howuas asmounced the premident an Jdan. 4@ eigned the following billa
InEs 1o

H-B. Z1%3, which permita sny fedezal law enforcesest agency Lo anter leto s
toaparakive law enforcement efresmsnt with the Mecropolitas Folice Departmane
ef tha pimtrickt aof Coluwhia.

H.B. 3657, whick desigmates the Family Givision of the Superior Court of the
ciwcrict of Columbia as the Farily Court of the Superios Couct asd makes
prructural and adeifistzative changes affecting the coure's apsrationa.

W.E. @3, che Kfrican Elephant Consacvabion Essurhorisscion Ber; aod

H.B., §45. the RPhinccoros and Tiger Conesrvarion Reawthosizaticn Ack.

7 DERE H-Z, 2
FD OF ROCUMERT

Thiuessiay, Sanuary 10, 2002 Page 3
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Collapse of
Enron sparks
criminal
investigation

Justice Department sets up new task force
lo investigate failed energy trader

By Feter dpimpel in Washinglos and
Elilllll:l In Houstan
The UR governmeni has
laumched & eHiminal investigation
inte ibe collapse of bankrupt
energy gramt Enrcs, a Jusiks
! oificial spesking on
wondltien of spomvmily sabd yes
terday. The move was weloomed
by Enron's new W L
Fiar, who s2id B will help consali-
date the warious lmvesiipations
carmendly under way.

The ingulry. which will he
hogded by the Jusice Depasi-
ment’s ‘Washlsglon-tased rriml-
sl diviston, will be nin by o new
(BT being @il @p by ibe
agiicy, which will e hsde prose-
coles & MNew York, Ban Fran-
cison arvd Houstonm, whene Erron
= hamed

Robert Benpelt, the promincsi
Washlnglom niierney whe was
recenlly retained B¥ Enron fo
ramalla (ke standry irmvesElgations
b 1 snmpany's collapes, said
Festercay the pew task force will
wmntralis: regossts made of the
COmpEY.

“It makes 1 a wiach mere ratio
faile precess to be dealing with o
primery leader in ks investigs
leon,® Mr Beanert sald ln sn
Imlerview. 1 wish thise ware no
ivestigation, but if Usere wers
an evestigation, (k4 is the ey
& da 1.~

Tha Labor Meperment sod the
Securities and Exchange Com-
misslon kave lawnched separats
civil imiquiries [mts the company's
dealings, snd (ke decislon by the
Justioe Deparimenl o laasch &
fell crimimed inguiry comes afer
It hai beon debaied wilhin the
agendy for weiks

Mr Bannetl ssid Eoron baes e
up & own indigendent mvestip

S ——

Hon mmmitles, headed by a for
mer head of U SECTE enforos-
ment divigion, and caigioned ikat
[he Bausch of o crisdng] [pvestd.
Fatiom dosis not neressarily sigral
BEF W,

“eaple shoul] kmep thelr pow-
G dlry andd mo rusly 1o fudgment
bers,” he sxid. “Eoron wants to
gl 10 the boltom of this as ssem
o8 preasibie® _

Enmn 15 alsy subject o foair
mijor congressiesg] inquiries,
and M [ennelt @il he hoped
corgreds e Jeaders woudd cnn.
eolidate ibwir ihvestigotlons as
the Jasiice Depariment kas.

In nddstion to the cawses of
Enrca’s collapss, & number of the
congressional comrnities have
indbreted ey will olso ewmjse
ihe company's ties to the Hush
admdnistratien, Kenneth Lay,
Enron chic! exeeutlen, ip close ko
Prealdent George W, Bush. and
Enress snd ibs execullvis donated
114,080 1o Mr Bush's proaldect il
campalgh.

Earller this woei, the While
Howte disciosod that vies presi
dent Dick Cheney and kis st
Buarl mel with Eandi represends.
tives six Hmes lasd vear, bt
Maevir distmssed b company's
Tsarcisl sondibos. Arl Flilacher,
White House spokesmam, said
Fealepday B was ood aware of
as¥ other White Heggs siaffers
dlsuseing the malter with
Enrun,

Enron Nisd for bankregecy las
month afler Evedors fed (rot
Lhe compaay Tedlowing revelas
tions it wpgld take & %1.%hn
reduction i shareholder equbly,
The financial crisis was tlal o
the eoyany’s questiceabie use
ul privati pErlne rebips

' (ond |

Fage 4
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Enron Is

Target of
Criminal
Probe

11.S. Said to Focus
On Whether Firm
Deceived Investors

By Peren Bz end Dav Ecorn
Fudhingtos Pear Saaff Brises

Juatiee Department  officials
confiroeed  yesterday Chat they
have begun & eriminal lnvestigs-
tian of Exran Somroes said
the probe i ng on whether

from New Yook, San
nedson and Enros’s Bame cty
f Housles,

Thee Justice sctiom marks a new
escalation in & many-sided invesdi-
Eatiom of Enron, m ih:
largest corporade by i
s h.ul.mlll:l D, 2. Fovar e

commitiess, the Secur-
Enhmﬂ:-nhhl.
q.ldlhtlahr
begun  meparale mlnl:‘rm
Justlce  Deperiment  prosecwines
first beggin & lentalive mury inko
kst Enson case severnl wesks agn.
& host of civill sweils
have been m.h.lt:umumd
former Enron exrculives asd di-
rectors amd ity accomnbing fismn,
ﬂﬂlnu' Andersen LLF, by attor
neys for Enron employess, inves-
iors and relirets whe lost billions
af dolars when Eanron's stock
price collapeed lute lnst vear.

“1 think this ia a positive devel-
apment,” asiid Enros's Washingbon
s M e, L
[pears Bin=
vestigation™ af Jaatioe headoia-
t:n...ht

I hope pecple will ssspend
jedgment” antil U investigations

“hawe beer compleled, Bennelt
ascdedd.

Andersen chisfl execu

live Joseph F. Begarding teatified

before Coagress last momth ikl

- the euu'ﬂ-mdiumww may

have comanitted “Megal seks” by

?Mﬂ:;mﬂlhtﬂlm

The infirmation, be said, con-
cemed ane of the many outside
established by Enron
with Enrem swapped shock,
energy asarts and firamcial con-
tracis. Emron replied that Hs own
imtermald freestigation had anoee-
ered ithe withholding amd that it
gave the indormation to Andern.
Congrersional i i

iiwréea Lighad 3oma
are huhn.gmh:whd.hrﬁn\m
wsid e o exa e
ate s revenue and conceal Ehe full
dimensdons of billioes of dellars in
debis from Elled [vestmenta in
mmum:ﬂ water proj

A,

E-m::h:mrhw nﬂup-
ber, after am mbermal Lacen,
that it had cverstated pralits by
$556 million ever the past four
vty becamse of what i called ac-

BETOIL
Plaindidffs in civil saits conbend

a0, The saits seck to recover trad-
of Exron maiders.
Hnuse Ell.ln:r:luj’

Thursday, January 10, 2002
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U.S. Launches
Wide Criminal
Probe Of Enmn

Inquiry: The Justice
Department is forming a
task force of prosecutors.
The breadth of the
investigation is ‘like the
Microsoft case,’ one
SOUTCE SaY'5.

By JOSH MEYER

amd NANCY RIVERA BROCKS
TiEY STATF WEITTE:

WASHIRGTON<The Juslice
Trepartment mid Wednesday Uil
il is launckang a wide-ranging
criminal  investigation of Faron
Corp., whise sudden ollapse
ghredded bilfons of invesior dod-
tars and ceet thousands of jobs.

P hustice officids look Lhe rarm
giep of disclomng the sostens wf
the criminal kmvesligalion, saying
Lhey will creste 8 task foree ot de
partmient hesdquariers thal will
bring in federal profecutors from
Hemton, New Tork, s Franciss
“snd protably siber places” Lo
worl with senlor adsiinkstrators in
Waskmplen, (e depariment offl-
cial i

“We usually don™ discues Inmves-
bigalions, kot this is & case of m-
ticned significance,” smd the Jus-
tice Department official, spaling
om enndibion of amonymity.

"Bt i lke vhe Mirosofl cass in
that segard—a nstional "
added the official, refisrmg 1o the
high-prefie civil antitres probs of
ihe Medmond, Wosh-based soil-
ware Funi. “Hoause of the dhver-
gty of [Ereon's coneeate] odfices.
e wranked b centraliee the imeestl-
gation In order bo coordinale ef-
forts o ull frente”

The mvesillgalion sifnuls harther
trouble for Houstoorbased Enfon,
onee the werlils largest ORETRY

Uil its recent troukdes, Ennan
and iis chairman, Kenneth Lay,
wepre  Folumes  In Washirgion.

trading firss Enrom, a darling of
Wafl Sireid, £ Lk valis plumet
i st few weaks lust year, gl
caling Dee, 2 i ihe largest bank-
mupicy filing in 11.E. bistary.

Enroms collspse threw thou
sands of peuple oot of work and
coat ihem—antd investora—hillions
of dollars. Employoes were Mocked
from selling ahares 5 their neline-
mient scooints heoause Earon was
in the midde of seitching plan ad-
miekstiraion, Bul top company ©x-
erulives previoudy hed sold theis
compasy ahares 3 hefty prodits.

Justice Depariment officils said
ther wash to knw whither thers
|z a=y crirmival culpability o6 thi
part of corporats officers and othe
ert, The paints of ingquicy will -
ehude whelher Uhe company knew
ginonh problema bt never disclosed
them acd wheller key Dinangial re-
pards wese altered, a5 well as other
gobentially iftegal acls, the dipart-
mend offaciad said

The head of actsunting fem Ar-
thur Anderzen, Enron's asdior,

Made —

Page &
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teatified |nst month bofore & con-
grestional panel 1hal  Apdermen
warned Enron drectors that the
| EnERgy fpmpany =aght be guilty of
"possibde illegal wcls” for witkhokd-

woubd be irpvialized.”

The piroe will k= headed by the
Jastice Department’s criminad divi-
alon with pssistance from s ol
[rannl unit and invesigacars from

e
wu“u;-'nﬂ':llhmiﬂME
son fires in recent years asd the

Thursday, Jancary 10, 2002
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for elecimcity, gas and ofher vne
ey pheliaria

Esea champiomed The denegula-

tion of enerpy markets and ioed to
pnllienese The way Califorsas struc-
Uared Tz enetEy markels and thin
sbegred Uhrough its electrily oo
#e, Frmon and its chairman, Kene
riilh Lay, weelded enormous peliti-
ral influents, paaling 1o suCcess-
filly replace the head of Lhe
Federa! Enerry Regalatory Corr
mission amd ailing i shapng tke
Bush  administration’s  anergy
palicy.
Vior Presidend Dick Chaney o
membars of his energy task [onco
met mx lses with Emron execi-
tves last wvesr, sooondeg 1o a
While Hegse loiker released T
day. Enmom's financial problems
word Do discussed, 1he White
House wild

Fewom began Lo crumble in =
Ocloker whin It revealsd Surpeise
kases from bal Evesiments an
lelecommumieations  and  aEler
verlures, Hisl wrapped in those

were hogses and a §1.5-bil-
lion. drop i shareholder equity as-
sociated wilh perinerships run by
CIOMpaNY employeei.

Enron then ad=itted that, afier
secounting for lossea in other ol
halapep-sheel parineralips, it bad
overslabed ity finandal slrength
ani that inwestors dhould no longers
rely aa mare than four years of ler
come and cther foarcial dats. In
weguns Mled Enron, and the comr-

Areciat e Frem

ran into @ masmve cah  Erron’s headguarters, oght, and a partially completed sssand
pranch that led il bs seek o reECUE  Seawer, left, ars peomicment ficlures of the Houstan skySne.

freem M3 mmaller, crossiown rival

Trmegy Ine. Chapter 11 of the IF.5 Baskruplcy
Dymegy later puiled the plug on  Code, ciling freane Lhan §31 Lillion

jiz $5ballion merger with Eomon,  Inenl

saving the eompany had mot pe Chapter 11 zlows & mompany La

yeakerd Ui depth of @8 firarcisl  continue operating while it waries

probleme Farom the filed foe pre- o0l & plan 1o payr ila creditors, E=-

Eeclion from s credilors under ron B eapected 1o section e core

erirEy trading buginess this week
amd haa sgreed to bet Dyewgy by a
wilustle patural gus pipeling.

Meger seported from Wasking
tan, Fivera Brocks from Los An-

1
FE=E
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Justice sets
in motion
new probe
of Enron

Executive actions

under scrutiny
B,

The Justice AFTEHIN FEFOET-
dmy dacr investigntion
it T d-el:;nn.i.n-ﬁ u'
O eobeees were binchad
from selbing b of dollars in

plummeting shares froem redrement
ACCOLMES.
The wide-T. i
mated by ihe :Iepulmu:ﬁ criminal
divigion in Washington irvalving
resecutors in Sap Francisoo, Mew

growing financin! problecns @ mam-
taln (ts credit rating in order to
obtadn cash to run the businees,
ﬂmrﬂmmn-hmg;nTplﬁﬂ_
¥ .2m
another Heuston ?‘I'Eﬂm. D&mmglw,
itz main rival, offered $8.4 ta

the ailing company bal thes
E:!rﬂ;pdwtnfﬂmduat

Biynegy pulled its offer after

Enron eliminated nearly $600 mil-
Hiom in. debt with earnings revised
through 1997, and its credit rating
WIS

status.
1 e
is under Iww l?l.

: nt oflicials
Juastice BL‘I"II"-H;:H ot and
mmﬁﬂﬁ&“‘ﬂ-m
i artorney,

declined

acknewled

gross that Vice Prosident Richard B.

anging probe, eoordl- |

contimsed after President Bush
relessed an dinve
by the vice )
The Addington better was sent in
PESpOnEE 10 A in Decarmber
by Bup. Henry A. Waxman of Cali-
fornia, renking Democrad on
House Committes on Government

On Dec. 2, Enron filed
for bankruptcy in New
York to keep creditors
and lawsuits af bay so
the company could try
to preserve ifs trading

operation.

Mr, Waxman sasd the bet-

Felorm.
et “ghows that the access provid-

ed i Enroa far exceaded the access
provided by the White House to
ﬂh&r“ﬂl‘ﬂum‘tﬂﬂtﬁ' in energy

The presklent’s energy plan Was
rebensed 17,

The chief executlve of Enrom's
longtime awditing firm, Arthur
Andersen LLE, told o House
last week that his firm not
Enron's audil commitiee on Mov. 2of
“m#mq:lﬂmhmm-

pary.

Sei. Joseph 1. Lisberman, Con-
necticut Diemnocrat and chairman
ot the Senote Affairs
Commmsittes, hae said bis pane] will

i) te why Enron's maditors

the firm o overstate s prof-

s for fosir “using what appear

naw o wery gueslicoakle
practces”

Mir. Liehormman snad the oo Enit-
b mlsa will ask why Enron's board
of directors allowed financial
arramgements “that some claim
wern Infended l-u-hI:ld_: Gl mpany
hoddings from public view"

Enron crested hidden partner-
ships with entities that assumed Lhe
company’s debt and thus kept those
debis off its books.

Enron, formed in 1985, had as
m as 20000 employecs, It wns
muirdm:l the wardd® top huver

and seler of anturnl gas and ithe
Larpest electricisy marketer in the
CiuIndry.

The firen alsa mﬁﬂﬂm,ﬁ.
paper, plastics, metals and Ak
Optics, year, Enran stock trad-

wd st 85 per share. Todoy, it ks less
than s, | '

Senate Democrats have said
they want fo investigate whether
the Bush sdminlstration shoaobd
have acted seonor 1o protect
investors from the Enren collapse.
Hesarimaa in the matter before the
Committes are erpecied i bem

are o
Jan. 24, the day afer Ewmm
returns to work.

Enron Chairman Keemeth Lay is
8 loagtims friend of Mr, Bush and
has served as a memwber of the Bush

cam Fiopeer club, rais
mﬁj ?:'Em Mr. Bush has &

povernment irvestigations
m*ﬁ henikrupiey af the company
thart was rated seventh among the
Fortune 500 firms [t year
Hitwoe the 198580 election evele,
Enron has made peacly $5.8 mil-

downfali cost leeestors
hilllens of dodlars, even while top
preculives al the Arm collected
huge profts — estimarted ot about
541 billion — by selling shares
before the frm's trading price
piummeted. The selling was ongo-
ing while ¢lher lesser Enron
employees were blocked from sall-
ing company stock from thelr
Enron-heavy 4010k) accounis.

Coud/
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US. Puts Task Force on Criminal Probe of Enron

The Justler Departimend sadd o task
force has been formed o pursue a crimi-
nal invesilgation of Enron Corp., oon-
firmiing a probe that iF expected b con-
ter on posslble Beeounting frand.

The investigation will be rum by the de-
partment’s crimingl division coordingl-
Img among 1.5, Allorneys In Wew Fork

By Wall Streed Soernel St reparies
Eebeoca Sreitk in Lad Anpeies and
Michos Echroadir i Hashingion

City, San Framcisco, Housten and else
where. The 'Wall Sureet Journal first ne-
ponied the criminal invesligation in canly
December.

Enrom, e mation's higgrst marketer
of elactrichy and nsural gas, filed for
bankrapley-court prolection fellowing o
crisis of contidence amaong 1t |prestors,
The prohlems have resalted largely from

Enron's dealimge wilh private pariner-
ships, ran By some of |15 0% eEecuU-
Lives. The company saw its merkes valwe
punge recemlly 1o aboul F543 milion
trom more (han §17 ballson last year.

The Securiiies and Ecchapge Com-
misskon, which has been investigaling
Earoa since Deiober, and the Jastice e
partment could bolh file cases &lleging
violaticas of securitles laws il Enrom 18
foumd to have lotenLionally misled inves-
tors &boul ils fimsmcial condiin. Sev-
eral Congressionel commiltees  also
kave begun inguirkes (nio varloes as-
pecis of Epron's pollupse.

Enron acknowhed ped Lhal B is the -
et of & criminal investigaticn by the Jus-
tice Deparumend. “1i has Baen the posture
o the corepamy 1o fully cooperate with gov-
emmment investigations,” said Hoberl Bes-
nell, am alborney wilh Skaddea, Arps,
Slale, Meagher & Flom, which represents

the compamy. “AL the exd of day, 'm
pretly optimistic .. an obfective person
will see thel many of (ke thinge s and
writien |aboul Enrcm| area’l frie”

Cenfirmsation af the probe came even
ns mearly two dozen limms asked a L5,
bankrupicy-oerl jid@e 0 Demgeearily
Binck Brmon's miended sale of (8 enerpy-
trading business, umiil recently the eamn-
mgs jugpermaut for the enkire company.

Thi court approved an guction
o Diee. 18 thel ws o heve im i
announcemnent of the winndng bidder as
early & lanorme,

Bidders fur pieces of Enron's energy-
trading basiness, which still has a stadf of
Al 1,000 peogle, Laclale Chigroep Inc.,
/RS Af and BF PLC, people familiar with
the marier have gaid,

But & hnst of credisors have asied (B
court (o delay Lhe sxle indefindba by, The list

7

The materials lack & minkmurm bid,
whith “begs the question,” Mirast sakd, “s5
b whitther (bere b8 a bid 1 s sy too
low L acoepl oF whetber the debtors are pre-
paring tosell 6l any price.” Challengersalso
questioned whowould he responsibie lorlis-
bikitbes exchoded from fhe sals.

Haton's endrgy-macketing uait, which
Includes §lx mee-mighty Enrondmliase In-
iermet-based trading piailorsn, (raded doz-
et ol products undl recently &nd gener-
adid roughly S9% of the firny's earaings in
the st recem| quarter, It alse was respon:
gible for Uhe BUkk of Enrons 2300 revenee
off SE0E hilSom.

En hankrapicy-oir dacuments filed [
December, Enron sald ibe company's
whilestle-lrading business, of which he
enerpy-trading unit is & major part, had
asmels of ghoat $13 billken and Habilities of
oL Jeast §8 Bllion.

Concerns  over Enfon's  fnancial
skrengih ard the inbegrity of its seoounting
practiess crussd iredisg oy bl
#wat fromdoing business whih it starting in
mid-Octsber, From that point on, & signil-
eagl partion of Entoa's trading voluma
caume Erom cusbomers trying s wind down
thelr Baron-refaied posiilcas. The wnil
cexsed mearingtul operations priot 1o Ex-
row's Dee. 2 banknspiey-rourt fliing.

Refigcilalion will require a cash infy-
gion from a trusted prrtner with a bloe-chip
cricht rafing, the company has said [2 has
propased fransterring assets i & new ven-
ture in which Eneon woubd redalin g 4% posi-
Cigen. The rew nvestor weuld conlrod tee

o 1hal Eas been dubbed New En-
Ty Treding Company P

An Emron spokesmsn sadd the firm
would press 1o go &hesd with the peoposal,
“It's in the best |gterest of Enfon and its
irediors o get the imedimg operation
started as soon as possible o et as much
wilee Ior the esiate a5 poacible,” said
Epoiesman Mark Falmer.

—Kniky Cha of Dow fmes Neasiires
poniriseted fo thir arficle,
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Justice Dept. to Form Task Force
To Investigate Collapse of Enron

By KURT EICHENWALD with JONATHAN D. GLATER

Widening it potontind scope of the
craminal Evestigation into the Emron
Corperation, the Jusiite Department
plass o form a special task force of
Pro=scuines from scress the countey
to conducl the inguiry ints the ceen-
pasy and its eventual collapss, Bov
ermment officials sakd yestardyy,

Legal experts sald the decision 1o
creare guch o task force on o whine
collsr case involving a singhe Slmpas
iy was wirtually enheard-of and sig-
naled that the goversmest might ole-
vaty Ihe case to & level of sigsif
canies wsually reserved for Envestigs.
il of emtire Indusiri=s.

The task farce =il bring togecher
prosecutars from seversd  Unied
Stales & oltices — incl
i hmmw York L‘Hﬂ
San Framcisco — with all of them
reportimg through the dipartment's
crimies] division, governmes alfi-
clale amd In addition, proscesiess
trom the fraod mlmﬁ:huﬂn
of the crimins] division, will be pars
of the sk Borce.

“Thig is a case of paliomal
and national significance that is g
Ing tw require coordination and man-
porwer, and Lhe task force i a way of
achlowing thal,™ ong sfficial said

A spokesman for Encon refermed &
telephbne eafl 1o Robert 5 Benmett, &

Washington lawyer who fepresenis
tbe compomy. He couhd not be
reached for comeent kast nigha,

While the decision ta form the task
force is final, many details have yor
b be worked o, officials sasd Same
presecutors invidved In e cass
hive mot betn notitied of their spe-
cHle rodes in the task force, and athe
deciglong about whers the groap will
wark and how the various strands of '
lirentigndion will b coordinaled
have ol been determined.

The Justice Deperiment  has
Bormed memerous task forces in the
paar, but thay have usually focused
elther on complex cises of vioiem
crigme, bke th= Ungbomber casa, or

Endjisiries into practices by
el ire inchastrie, like the hoalih care
and robacon Basdiispes. '

Legzal experts wha have examined,
e Enrom case sakd Yesterday (k)
by bringing together the disparate
pleces of ibe sprawling orimimal in-
wesligation of the company, the gor-
ErNMEEAL is overcoming hurdies thoo
might hive hampersd the ingeiry if
It was conducted in separate United
States mitiroeys' oifices naticorwidn,

BY bringimg the prusscoioes -
gedher, while stnultacecesly adiing |

Mo
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wirk and how the various strands of
investigation will Be coardinoted
have Sl hedn S ermmdned,

The Jdustce Depariment  has
formesd pramserous fask farces |@m e
pagl, by they hawe asually fecused
wliber on complex cases of violent
crime or conducted inquiries (ndo
precices by anting [Rdaseries,

(b Eron vase veld yesteniny that

L] af
by beinging together che disparase
pieces of the sprawling erlminal in-
wvestipation of the compazy, the gov-
ernment 13 overcoming fundlcs thal
might hove ha 1k HI.I].I?‘ i
It Wik Im wepasrate odfices.

For examgple, while federal pros-
wrialors in Manhastan hove the meost
rxperiences In investigailng comglex
white-collar cages, they might face
difficaley in meeding the regquerement
nal potenlial crimes ook FI-IH m
rdr gacgraphical ]I.H'.I.Iﬂ.ll:l:rlm Ao
while prosecutars in Houston, where
Eorom 15 based, wouall have no swech
prohlems, ihey 90 not have the same
pEperience in while-collar cages,

By bringing the prosecubors e
Eether, while slmubanecusly adding
the meanpower from the  departs
meend’s [raud sectlon, legal experis
said, the goveransest i Falsing U

probability of mdictnenis.
“Prosecutars tend b nidet wha
ihey inwestigate,” said Jobn C. Col.
few Jr, & law pralessos an Columbia
University who has testified 5 Con:
gress an e Enron cnse, * This kind
of task foroe for an Individual myes
Egathon is wilksinal precsden], and
while it decsn't guorantes on indict-
meenT, M eartainly ramses (he giakes"
But sone post eifors by the Jos
1hia Thrpear Cimen] 1o Laks 5 more cen-
tral role in @ criménnl Evestigasion
of & corporalion with infleence in
Washington have rased CoRcerns
about polentidl paolitical isdoence
oveT thi ingaiey. For example, & e
18%)'s, when part of an inguiry in-
wolvieg b Archer Dandels Midland
Company was assigned to the fraud
wuClpm, g critics contendied — (o
the vehemsent denials of Justice off -
cials — that Waehinglon was Lrving
fo prolect Archer, the politically in-
fleeniial gradn company. Fnrom,
whose oflers have ben close o
baoth Presidest Bush and Vice Presi-
e Dick Cheney, has exerclssd sim-
ilar political inlluenoe inthe past.
In addiion bo the ipquiry being
condiscied by the Justice Depart-
mail, Enron's colbapse (g Eeicg n-
weslipated by the Securities and Ex-
change Commdission ard  several
Congretsions] commitiess

Meamwhile, in Emron®s bankmqic y
procesdings, parts of ibe company
wre sow up for suction &o the highest
bidder, For example, &n aoction of
iz trading business is scheduled o
iaige ploce today, and @ Spokeswosm-
an said i should be presested o the
Bankrugley courl Al 4 hearing o
marrow. Buf a specdy approval hy
the couft & BOd ateared Sevesal
craditors kave filed ohjections o the
auciion becamin EIH]I‘ are worried
chat chey will ot hove tlme i evak-
e whethor 4l or parts of the bus-
mess Wil B sold &t a Talr price,

Creditars have olso expressed oo
cerm Akl whal weulkl hagpen (o the

from the sale. Credidors of
Enfan Moarth Amersca, the undi that
awns the trading basiness, WanL o
make sure thal the money poes o
them and ks nol @etribubed ameoeg
alll the company’s credilors.

In Howston yesterday, B a sush
Filed by Inestors agains: 19 Enres
diveclors and ollicers, a federal
judge dealt & setback io plainclifs by
declining to freeze more than §i bil
llem thot they say the direciors and
oflieers guined from e sake of En-
rom shares while hiding Informalios
sbout the campany 's declime. Hooewr-
or, the judge also iobd dafendands
that she had the poeer W [reepe the
ansets if necossary.

\C\ Enron creditors
7 bid to halt sale

o1leefvz

By Smila In Housten
and fliabets Wine i New York

More tham 18 Enroa
credion are secklng oourl

Ht‘tﬂlﬂ!-mlil:l:ﬂpml-lhu_

sale of Earca's enorgr-
trading busioess, ciliag oo
e phoul bow the maney
will be spent by ike bank.
Tupl fampany,

Thi efficial epedibosd iom-
enlilesr sald IE @i not seppart
ihe hbid o delay court
approval for the sale of what
was onoe 1he most profilable
wnit of the USs biprest

trader; - k

Bul individual cmaditors,
Inclading Aquiis asd the
Royel Bank of Scolland, ney-
artheless Mled molloes ask-
ing Foderal bankruptoy judgs
Aribur Goneales io chadlder
their megoest ahesd of &
beariog sei for Friday io
approve ithe sale,

Epran is lo mes! joday
with its crsiioes romm s
o Ery b8 agree on which of
thre hide for its trading

Bl Lerach, aitormey ﬁ;.r
.'I-m'lﬂmlhd. Bank, which
Eandges  yniog Hlﬁﬂﬂ.
funds ard [a allagng nalder
lr-li'l'l.l. skl he wad pleased

thi ool aabd be coaald
ﬂﬂﬂuﬁ- dlsnewery 5o shiakn
addithonal avidesss Lo hustify
freezmp the pecoumnla.

Mr Lersch charges (hal
the workers’ retlrement
Pands Bave kol mors thag
¥im mince Enron's collapse
laba el vesr.

Page 12

. Thuraday, J.anu;ﬂ.- 10, Hx2

01300000000133



THURSDAY, JANUARY 10, 2002 <~ NA

flos Angel Jimes

Joens B Pueznes

ot Casnpl
Fotons
Dady Bagues
Ahinsap Edle
BAMET Cranton
S g phr Fi v s Mg
Faqnur Vonaprgr fuierer
Jmsen Huro sl

H R TR
e T
Apmy o ey ST ET
Jobwa ApmiiLa
MARD vy
ML, MoDoy
JeEmm ML RIS s

Anaias falnr
Fitakin (i, Cunsicr

M}?steries of the Energy Plan

e menths, the White Heuse has re-
Fused to hand over any imfarsation
about the closed-door meetings of Viee
President Dick Cheney's energy task
force—a group that was heavy on e -
ecutives, inelisding Enron Corp. Chial i
live Kenneth L. Lay, Both Rep. Henry A,
Waxman ([-Los Angelegl and the congres-
gival Geperal Accounting Oifice have m-
misted that the wockings of the task force be
disslosed The White bas steadfastly
maintained it {5 not obdigated to do s But
censibering the lpact of the energy recom-
merdations iswed in May, from drilling for oil
in Arctic wilderness to wealioning the Clean
Air Al Americans should be privy Lo the
making of these decigicns. The collapse of En-
‘rom Corp., which has led to a federal criminal
investigation, just bolsters the angpament

The Hnks betwem administration olficials
and Enron, starting with Presdent Bush's
owm Lies Lo the mow-disgraced Lay, are poing
Lo gel desereed poputiny from several congres-
givnal committees, Democrats are gleefil at
having such a fat target in a
election year. Tet the White Heuse cortifues
relaarlrgE To ke, Lo late.

In & Jan. 3 letber Lo Waxman, White Heuase
counsel David 5. Addington states that Che-
ney of meembers of his encrgy task fome met
i Lones with Enron executives, Once Chensy
meel with Lay, All of the meetings may have
been perfoctly innocent. But the adamant re-

fusal of the White House to explain what teck
place nat ooly creates the appearance of im-
poojriely but alse Uluminales o dangerous
perchant for secrecy. Whether s keeping
Comgress out of the loop or preventing histori-
ans from examining pasd presidential papers,
Ui i b aiffen the administration noed-seq

Some of Waxman's requodls may be pica
yune. He & asking, for example, sboul any
commimicaton that may have taken place be-
bween Chensy and Lay at o parel discussion
on energy mallers keld at an American Enter-
prise Instiute forum in Colorado in June. But
the bulk of Waooman's guestions are not un-
reasonkbla. Civen the enomnily of the Enron
collapse and the company's seeming role in
determining 1.5, energy policy, it seems fair
Lo sk for details aboul the mesticgs, any re-
quests for changes in federal policies by Enron
enprutives, copics of documents presented
and the remes of those altending.

Thes vice pl'e.!i.dErli'l alfiew u]:rrimpa]j doeanl
500 it thal way. White House counsel Adding-
tem ende his paltry lefler to Waxman by say-
ing, Il ix oir hope that sobmission of [this] in-
formation will Belp you avod the wagte of
tigng and urr?ayec 0N UMneLEsary in-
fuirses.” Thes la maximum spin,

Both Congress and the pubilic deserve a full
acoounling of the admimistration’s dealings
with Enron, The faslest way to avoid wasting
Lime arad tazpayer money do for the While

House te come lean. {:&d .f
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QI HFR To
icagn, Jam. § oideteFCowlonos) - The Metfonsl Puberees Aesociation

will
provide cegulatery servicss to Teland Futures Exchange, 4o slactranic
Elchange
:_!P":'- Blase o trads security futwres is ehe second qusrter of 2002, tha
naid Wednesday in & releass,

Inland Fulures - an affiliace of Taland ECW - is waiting fax
approval am =
deslgnaved cenbract narker by the Correndicy Futuree Tradieg Commismion,
Thee
mxchamge 1§ The Fowrbth new electcomic sachange Lo sutscurcs (ra
Eegulatory

F'l':-ilﬂfll Lo HFA mince the Comacdicy futures Bodecnlzation hor of 2004

T

paesed, the NFY aaid.

. ‘i;:lind ECH mxecuies approximately ome ook of svery five rrades on
L i

azd saunkbe more Chen TOO broker-dealeres ap clienEs. the NFA. the

industry's

aell-regulatory organisacian.

Fate Fibeom, OmeerDowdonsd, (112] @77- §&7)4

kgibpomiEiyue. on

EXCHANGE TO LOWER MATURAL GRS MARGINS

HEW YORE, HY, January 9, 2002 == The MHew York Mercantile
Exchange, Inc., teoday announced that it would lower the macgins on
itz natural gas futures and awaps contracts as of the close of
business bosarcow.

The spot month margins Wwill decrease to 52,500 from 53,500
Lor ¢learing membersy to 52,750 from 33, 8%0 for members; and to

#3; 375 from 54,725 for customers. Margins in other menths will be
reduced as follows:

Clearing Mombars Members Cusbomecs

Second month $2,500 from $3,000 52,750 from 53,300 £1,375
from 4,050

Third threugh sixth menths 52,000 from$2, 500 52,200 Froa
2,730 S2,700 From 53,375

Seventh montha and beyord 51, 500 from 52,000 51,650 from

$E,200 52,025 from 52,700

Page 14 Thursday, Jenuary 10, 2002
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Cin) CBOE Esecul ive 1 Ta Eingle Scowk Pureres Venturs
oo &ld Wala uka aFm]

Chigago, Jam. ¥ I!E'-ilrrl:dl-'-l'n-rlll'l - Gingle sreek Fubwees Sxchangs
tmaChicsgo
haa tappad Chicags Board Optloms Exchangs sxecutive Eobert Halsh ss Lra
mansging diggsier of cparakione. the joint veatures smld in a relwasse
Wadnanday,

Walmh ix & 2%-yvear vetccan I the futures and securities buasiness,
knglwdleg 13 years at the CROE, where he wam iewclved in the debut of
= 1. CFY
satesded Erading pesslons on the sxchange®s screen-based trading
dyubam,

CBOEdivect, bthe seleass pafd. Omechicago on Tuesday aaid it had ehsssn
CElEdicece a8 Lrd @logle crading placfoss.

While Waleh'o appoisteent was amnounced by neChicene oo Hadneeday,

The
began work at ths jolnt venture on Dec. 3, maid 3 apokecman, Gary
Tomptoa,

Former Comrcdities Fobturwa Trade Commissics Cheirsan willism Raines
late
lagt swemsc sigesd up ©o head the jointk westure. Lsumched in May 2000
by the .
Chicage Wercaniile Exchange, tka Chicage Board of Trade and CDOE oo
lausmeh

single stock Cukutes.

in recent moaths, Ealmer has hired foup induscry ssecutives to join
CneChleage, iesluding 0. Robert Paul ax general counsel, Perer ¥.
Barimh am
sanior managing director besiness development snd Harcin Doyle as
nansginig
dicectar of business developrment.

OhsChicage, whick along with ac least ten ofkec 0.5, sxchangss
FApECTE to
begin cradime adngle skock futores Lo ths socond quarcer, will be
headquestered la tha Chizags Board of Trade bullding, where it resamkly

slignad

B leais.

Fats Slibésn, OutccDaowlanss, [i1F) 9971871
kgibroodnsterdov]ones . con
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Bnechicsga selects CEOEdirsct as its mateh sngins

CRICAGD -- OneChioagn, LLLC, Lb& jolnt veRLUDE grested ko trads mingle
neeEk Futures by Chicago Hercantils Exchenge The. (CHE]. Chicagos Roard
Optivas Ewchange LCBOE §, asd Chicago fnard of Trade (CEATE, today
arspunoed hat CBOBJivecrTM, kthe soresn-bansd erading syscem ef CROE,
hae besn mslacted 53 izp mac=hing ergine.

omeChicago wlll cperake axoiunively &8 an slackronis excharge, and
prders may be smtersd chrough abther the CEOMdiescc electronic placfam
o wia comnectlons bo Ckigdizece chrough sccess polnoe to CHE QLOREE
sleceranbe trading plakform,

ccppgalrece will provide cur senbers with tha mast-sfficient arena for
teading mingle stock furures, becauss it was desigmed bto wock with =
Lead Macher Maker systenm and Lo scalable to agcorecdats our facucs
nmeda,* said Willlam 0. Ralner, Chairman and CRinf Executbve Of Ficer of
oreChinaga,

e cosbinaticn of eRis platfogma scate-of-the-art bechnelegy.
eeupled with the vast murber of szperisnced liguidizy providera that
the mepbeTehips af cur chroes sachangss posssss, will creace a dymamic
reading sovlronment for this mew pooduct.®

*CHE uugporrs fmeChicagas cholee of CBOEdirsct as the mateh &ngime tor
thi AeW exghange to Lrade aingle atock futures,® ssid CHME Prepident and
cEA Jim McHulky, a sesber of OneChicagos Board af Dircetors. “The
papabilltics of CEOAdirece, combissl with GLOAEX elecbronis diatriburion
chsncali, will facilitate & unigue necket-making systen deslgned to sdd
1iguidity ©o ths oacket.”

sepoEdirecs wan dealgned to hendles iadivideal equity peodecce =ith a
lead market mskms =apabiiicy, The unlgue fuackicnaliey of che CROEdizect
placfors ie ldeally suited o oeeChicagos wacket model.® aaid CROE

“halrman and CEd willias Brodeky.

anethicaga will irglement Lead Marker Hakers [LHHap, who will b=
remponaikls for prowiding semcinucus, twe-slded markets for all produste
in which they are allosatsd, CRORdirect is curresbly l= uie &t EROR
during sarended, pre-cpesing trading hours,

| M2 Communicstbons Led diaslafme all Blabilivy for infermaticn
provided within M2 PressWIRE. Dats prepared by named partyfparcies.
Purthes infoeration om M2 FEasaWIRE can be aboained at

htbp: f /. presewirm .net =n the world wide web. Ingujelss to
Infomsd ool ] - ('E .‘JIII

Daow Josen Hess Service
Copyright [l 2003, [ow Jones & Company. Inc.

Heodneaday, Januasy 9, 2022

dnefhlcago Hases Aobert Halsh Mamsging Dlrector Of Opsre

CHICAED « (Bow Jonesl - caeChlicage LS named Ecbert Walsh managisg dirsctaor of
opeTatlona.

Im a press celease Wednesday, the company sald Waleh worked previously at bhe

Chicege Deazd Optlens Exchasmde on ite preject o ecxperd tradl LT ]
CROEdireck, i1tm mew wmcreen-bared trading Eystom ™ aelons oo

freChicago, A womturs of Chicsgo Eercantile Exchange [nn., Chizaga Baard

?‘J:iﬂ: Exchangs ard Chicsgo Board of Trade, was created bo brade single szock
u -

-Oogpthea Cegen; Dow Jones Hewswlres; 201-F30- 5480
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BY Brazil Future Excha;;L to Trade Energy, ADR Futures (Updatel)
I L L

Brazil Future Exchange to Trade Energy, ADR Futures (Updatel)

{Updates to add last year's results, seventh and eighth
paragzraphs. ]

Sa0 Paules, Jan. 9 (Blogmberg] =- Brazil's Commodities and
Futures Exchange plans to start trading contracts next month for
the fubture delivery of enecgy &35 &an easing of electricity
rationing boosts demand for powsr,

Trade in the contracts would improwve efficiency in Brazil'a
energy market, which was hasmered last year by rationing after a
dreught Llefi hydroelectric dams with insufficient of water to
produce electricity, said the exchange, known by its Portuguese
acconym BHMEF.

"tIt'a a way for players ln the energy marcket to guarantes
the price and, most importantly, the delivery of energy, ' BMF
Fresident Manoel Pelix Cintra Heto toeld reporters. " “We'we already
been authorized by the central bank to start trading in Ehe EnRLgy
future contracts in Febroary.''

Brazil last month eased power rationing, especially in the
industrial southern and southeastern regions, after last June
requiring individuals and companies reduce monthly consumption by
20 percent. There ism't now an exchange in Brazil for trading
ereargy fubures.

The BM&F also hopes bo htgin trading later this year in
futures contracts on an index of Brazilian stocks that trade in
New Tork as Mmerican Dtpn:itnry receipts, Cintra Heto said.

Trading in ADR index futwures, which could be used by
investors as a hedge, would depend on whether the buying and
gelling of the new instrument would be exempt [rom Brazil's 0.3
percent tax om financial tramsactions, he said. 1t will also
depend on the government aukhorizing the BMEF to pommit noan-
rasidenta to trade financial contracts.

2001 Results

Yolume on the EM&F ross 8.0 percent laat year to 54.137
kEeillion. The number of contracts Eraded in the year rose 18
percent 57.9 million.

TIb was & wery posltive year for the BMAF, "' Cintra Heto
gaid. " "Because of high wolatilibty in the markets, inwestors were
looking for & hadge in futures, That helped increasing trading
hare, *!

==Telma Marotto in Sao Paulo (5511) 304B-4640 or
tmarottolfblocmberg . net and James Cralg in 2as Pawle through the
Sao Pauls newsroom (3511} J017-4830 6h
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Eﬁf_mumuumm_.
€aga, Jan. 3 [DEEscDowdaces] - Eangas Clty Board of Trads

wembers voted

Tussday Lo dpProve chaoges to the wheat futures COMCTScE upsn the
cecummprdation of che Whear Contract Cormrittes, the ECHT amigsunced in &
F:.I'

Felease .

o porticn of the changs mandsces that Ba. 1 hacd sed winter wheat
warehones recalprs delivered in sscicfaction of [ubures confracts fo
Eha
Clearing Cocp. snd ragiacersd with the KCOT vumt contaln wo sore chas
&1 whaat
af apke? lacEse.

Previoualy, the KCAT ablowed Wo, ¥ hacd ced winter wheat deliveries

Lo
contals as mech ad 10% whest of other classes.

*Thie s & good compromise betwees Che asctor of the brads Tomiing
to make
Ehe delivery process all ¥o. 3 hapd ped wheat ard these wanticg o kesp
Ha, ¥
as 4 dalivesy apticn.” ooe ECBET cradar eaild,

The fear haw alwsys been chag takers of deliversy could eod up with
& Ho. 3
hard red winter wheat delivery recelpr witk as sush &8 10% other wheal
classen, he sald. The chasges mhould help teo improve the delivery
me=hanmm
o chtaining Ko, J bard red wincer whoat suppilies thae is mocw
sceraorive for
merchandiming,

The amendwonts to Eke Foles will become affeccive with che iy 3043
whear
fuburms contract monthk. Any permon esrablishiseg o pamitian in che Jhy
1033
wheat fukures contrsct monch oF bayond Scee mo acoordissy es che amended
Tulem

and any econcalc decislos made in watablinki ng suwch & pomiticn chowuld
be done
with that underntsnding.

The amendoen: ales sllows for ceplacesant Teceipos cefl scting the
maxiream
5% wheak of gther glasges. The lsmming warshouss sese cemply with thea
CEguEEL
and way charge tha reoeipc holder a maximom of 5 cents par bushel Eo
LEE O
replacesant receiptn,

- horording Eo the wote, discosnes for Ha. ) hard red winter sheak
will b
charqed froo 3 cente per bushel ander conkract price te S undac
cantrack "
price. Ales, deliverics made in Wabchinesn, Kan., have Besn changed to
E]
discount of 90 under Lhe cantract prioe a8 oppesed bo bhe previous
dimcoane of
13,
. Additiomally, thes ECBT hap authorized Ehe listing ol Mar, May and
¥

3001 wheat fuburwa concract sontha Par bradisg effective Theroday,
Trading lm
Eoe Har ard Bay 2003 wheat fuTures contrac® monthe shoold be dene wlch
a=
upderatanding of the afo i d rule ohanges and the selaclonship
botwsen
tEhore conceast sanche snd the Jly 2083 contract msnth.

HCAT menbers ratified the whest Sontract rsls ssendmests by & wara
of ioi-
4. Thess rule swendscrts are belog subblited o che Commodikty Fubuces

Trading

Cewmminsicn for fimal approwal.
fmterlowdones. (LI B4L-5FE0
leallal@osterdow]ones . com
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[pZnfoczl UPDATE 1-Iowa senator tells USDA hands off Aoybean loan rate

e
.- UPDATE 1-Iowa senator tells USDA hands off soybean loan rate =-
HASHINGTON, Jan 8 (Reuters) - Towa Sen. Chuck Grassley daid
on Tuesday the U.5, acyb=an loan supporh rate ahould be kept at
25.26 a bushel throughout 2002 and any futuse chargesa should be
left to Congreas.

“T gay to Agriculture Secrelary Ann Veneman just leawve tha
goybean lown zate alone,” Lhe Republican senator told
reporters. “Let Congress set policy in the next farm Ball."

Losan rates effectively sasure farmers of a minimum lewel of
return on thely grain, cotton and soyheans.

rast week, the Bush administration decided to delay setring
loan suppoct prices for all 2002 crops for a few monthe while
rongress tried to finish work on a new famm subsidy law,

USDA Undersecretary J.B. Penn said that if Congress tailed
o pass a farm bill parly March, the depariment would go
ahead and anmounce this year's loan rates. He indicaced that
che departwent beliewed the 041 aoyboan loan Face wald LoD
high.

" B. Penn calks too mech,® Grassley said., "He is sob wery
politically realimptic.®

He gald USDA's actions were "nesdlesaly nath? bankers
woErisd about loans to farmera® due Lo wcncercalnby on whar the
faderal loan rate will be for the 2002 scybean crop.

"If the loan rate is going to be changed on beans, ikt
chould hawe been changed six months age® when farmers wWare
digtributing fercilizer for bheir 2002 crop, Grapaley said.

Farmers had been concerned that soybean and cottaon supports
would be reduced under formulas that allow adjustment laans
to reflect market prices in recent years. Grain prices
collapsed in late 1990 and recovery was at lepaat a year away .

Thne House of Repressntatives several months ago passcd a
farm bill that would lower phe scynean rate to £4.9% a bushel.
A Eralemated Senate bill would set it &t $5.20 a buahel .

Both the House and Senate bBills would releasc additicnal
payments whenever returns from sales and subgidies fell below
cargets set by law.

The House bill would set & soybean target price of 45.BE a
pushel and the Senate versicn would be §35.75.

The American Farm Bureau Federatien, the largest 0.5, farm

group, and the Hational Farmers Union on Konday both wrged
Congress te keep the soyhean supporkt rake at $5.26 a bushel.

(nd]
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[BZDYLAEY] Expand farm supports m'ﬂl,ﬂrﬂf_”t UZ Larm group savs

T

s, A L R i ~
-- Bzpand fazm xumt U5 farm group says --

By Charles Abbobk

REND, Hew,, Jan % (Reuters] - The largesc U.5. [arm group
vobed on Wedneaday to push aggressively for blllions of dollars
worth of new farm supporcs, and ueged Congress to offer the
fakrver subaidies on this year's crops.

Benate Majority Leader Tom Daschle has said the farm bill
wiild bBa one of the first items for action when Congress
reE-Convenss on Jan, 23.

A ptalemacs hetween Republican and Democratic senators
dashed gg chat a new farm policy law would be enacred last
month. Swbsidy spending on graln, cotton and goyboans w1l
rige by abour 55 billion a year whenever lawmakers reconcile
their dipagreements and send a bill to cthe Whize House,

*We will continee to push for passage of a farm bill as=

goon as we can, ® predident Bob Stallman said after the Amsrican
Farm Bureau Pederation adjournsd its ammal policy-setting
conventfon. With 5.1 millisn membars, it ranks as the largest

U.5. farm group.

Thie farm bill is written every few years to chart Lederal
gpending an crop subsidies, export programg, public netribion
and agricultural reasarch.

With Congress wmid-wny through an overhaul of farm law, the
Farm Bureau's 397 wvoting delegaces decided to stick with a set
of priorities that included new subsidies to be released
whenever market prices were below *target prices® set by law,

The Farm Bureau alss favored higher whese, zice and Cood
{eoarge) grains supports that would be in line with soybeans.
Analyats say a genercus soybean support rate has encouraged
record seedings despite low market prices.

*Thig is & re-affirmacion we are headed in che cight
direction,” Illinois Farm Bureau president Ron Warfield said of
che ocomwvantion.

BIGGER FARM SFEHDING HEEDED

U.5. competitors in the global export macket regard the
Housge arsl Senate farm bills, which goribe larger farm
spending, as an sxample of good politlics but poor policy.

*Ip'a good policy with respect to golng into a new round of
(world tradel negstlations, We're not going to disars
unilaterally.® said Scallman.

ile gpaid the Fare Bureau supported the 0.5, propodal To
reduce export subsidies and demestlc supporcs and bto remove
barriers to agricultural trade worldwide,

The Burapean Dnion has complained sbout the lewvel of U.5.
domest e crop subsidies that are likely to grow in the next
farm bill, and the 0.5, pueh to eliminate export subsldiea,
which la one of the EU's prime ways of supporcing farmers,

The House of Representatives passed a £73.% billion farm
bill last fmll that would run an unprecedented 10 years. Lt
would hold crop supports at current levels but Qive growers 4
larger annual subsidy and revive “target prlice” payments.

By comparison, the 545 billien, five-year bill pending in Wﬁ'
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the Senate would ralse crop suppork rates and gcale down annual
payments. But Like the House, It would revive the Largen price
Fyatem,

STALLMAN RE-ELECTED LERDER

om the final day of the convention, delegates re-elected
crallman, a cattle and rloe grower from Texaes whose bIlunt,
energetic purauit of a new farm law rankled Senste Republicans
who wanted to modify the Senate bill.

Eome Farm Bureay members, who generally are social and

figral conservatives, have complained Stallman workesd boo
clogely with Senate Democrats. Bub he won a second Lerm with no
opposition in an endorsement of his leadership. Steve Appel of
Washington state was re-glected wice presldanc.

Indiana delegate Don Villweck said the decisicn not to make
maijor changes in Che Faym Bureau’s farm bill priorities “was
politically astute.”

"He wrake ol farm bBill p'_'l]__'i_:_T lasr vear, " Wwillwock said,
“It's practy broad. Hopeful iy this will allow ws £o be in those
digcussions® on Capitol Hill to cowplete a farm bill.

Migsouri Farm Bureau president Charles Fruse held the same
view, "It would be wery tough to change our policy half-way
throush a farm bill.n

he part of policy discusalons, Farm Bureau delegntes wobed
for country-of-crlgin labels on food imports and against the
current practioe of meatpackers ralgsing their own animals for
slaughter or conktracting with farmers [or exclusive access LD
herds. Both are contentiooes issues in the farm bill.

pelegates alse vored to raise national dues by S0 cents, ta
24, in December 2003, The increase wae a compromigse Lhab came a
day after a $1 increase, spread over four years, vas defeaced.

Without an increase, leaders said the Farm Bureau, widely

regarded as one of the most powerful lobbying groups in
washington, would scon begin to eat inte reserves and hawve to

lay off workers.
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ABEDYLOY] B, farm group ralses duss ta hong ite influsnoe

——

-» .5, farme group raises dues to hone itg influence --

REND, Hev., Jan % [(Keuters] - The American Farm Buregau
Federation, aften cited as ons of the mast infleential
Washington lobbying groups, will raise jve duea, but only half
as m-lgg A% its board recommended, dolegates decided on
Hiednesday,

The increase of 50 cents, to 54 a year, was approved ag oo
compromine on the Linal day of the annual convéntion of che 5.1
million-member group, the largest 0.5, farm arganizatien. It
wag the first incredase gince 1983

"We're talling the world.,, ws're readly o take on all che
challenges, " presidont Bab Stallman said after the increase was
approwed, 270=137. A two-thirds wajority, 26% wvotea, was
meeded,

indiana delegate Alan Kemper sald the increase would
enhance the "outstanding farm organpization in the COUNC LY. "

The board®s request for a $1 increase, apread owver four
¥Yearn, was defeated om Tuesday. Southerners tegisted Lhe
increase, which state Farm Bureaus widild pay o the national

fgroup.,

Without =cre incomg, AFBF lpaders said, the group would

aoun eat into Ite reserves or have =a sharply curtail staff and
Hervices. Dust accounted for $17.85 million of the AFGF's S20.3
million in revenue laat year. Expenses totaled $19.1 million,

Fourteen jobs have been eliminated in the FAEL two years
and expgnses have been cut by 23 million since 1999

Delegates alan asked for a Vore meEt ywear on giving che
board the power to decide Lhe locatlan of AFEF headiquartera,
now in the Chicago suburb ef Park Bidge, ILl. The locacion is
dictated in AFEF bylaws,

foue effice space in Chicago iz very old and poorly lald
Sut,® said Bouth Carolina Farm Burean president David Winkles.

Stallman sald the proposal was "a structural thing.*®

"Dontt think ehat action means we are going To pack up and
nove sometime,” he said afeer the convenbion adjourned,

A perennial topic in Farm Bureau clroles haz been whethar
to combine the Chicago and Washington offices.

The proposal for a 51 increase, spread aver four Yaars,
Tailed, 254-18%, on Tuesday. BFfforts began immediately to Find
4 compromnise.

"Fome of uad need Aome time to got our ducke on @ Eow to lay
Ehe egge to send to Che Farn Bursaw® Aald Tennessee Farm Buraauy
president Flavius Barker, wha proposed the S0-cene increage, It
takes affect in December 2001,

Some delegates romained skeptical any increass was nesded.
Memberahip has continued to grow and the oaticnal body had a
sLIohyg balance sheal with aesets of %28 millian, wp $2 million
from a year ago.

Don Meacham, vice president af the MWevada Farm Bureau,
supparted the lncreage as a way Lo retain clout,

You all koow we hawve Harry Reid, " Meachan said, referring W '},?
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ko the assiztant Senate majority leader, a Wevada Democrat
vegarded in farm country as owerly friendly with
enmvironmental ists.,

*Wa've gob to hawve another lobbyist or two hack in

Waghington to paddle that marn.

wind, =

<-4 won't bore you wilh amoy more

Begides boing in che forefront to boost farm subsidies,
AFBF was active in Washington es ethanol, agricultural Erade

argl environmental regulation.

It was named recently by Fortune

magazing as ane= of the 25 top lobbying groupe.

ws 3

ocliolo=

Gold Surges $4.50, Leaving Its Doldrums Behind |

COMMODITIES
By Diwvrn Bocostaw

T Dl Cammadily Mnas

{iold awakened from 5 lorpor and
surpeadl BAgher om & mioire of comemodily
fund and trade-house huying, enhaseod by
the trggering of preplered purchase or-
derE, or Duy-sops, above the markel

The F gull comtract on B
Coemex division of the New Yook Mercan-
lile Exchange setiled .50 higher &t
FHELTE 4 troy ounce, the Bighest olose
sinme mid-Ocicber, when gold was s#lll
clinging to its Mght-n-quality gaing in the
altermalh of the Sepl. 11 aftacks.

Dave Meper, sepior melals anatvst ad
Chiragn brokerage Alarn Trading Corp.,
deseribed the move as & technbeally bed
rally. noi relabed 1o underiying amd
demand izflusnces, snd provoked by fur-
iher advances [n sitver,

Gilver prices on Comex have leaped
nesrly &5 cerls in the five weeks sinee 2
siurge In bosrowing demand & Landon
1if1ed shori-lenn laase rates bo historic lev-
el Just shy of 3%

The guthering of strength In the U.5.
dicdlar apaingl & weaker eure and yem this
week would Hkely heve pushed gold 55 fo
% lowwr i not for he sepgodt of the ex-
tended sibeer rally, scoordlng to analyst
Jahn Reade al UBS Warburg in London.

Doller-demomzinated  gold  Bepomes
mece  axpansive in forelgm  carreney
Lerms—-damping COnSUMmET -
mand —whes thase currencies kse value
relallve 1o the dollar,

“Gold ad lanpuished while siwer weni
up, 50 at =mme point there had o be a
resetion In gold,* sald Frank McoOhes, 3
dealer ab AlliamerFinancial LLC in Chi-
cagn,

The Impepding expiraticn Lomermew of
apions on the February pold contract alss
chnirihuted to the gid ralls, Alnom's Mr

Gold Rush?

Gakd Atures prioes dimbed $4.50 o
$ZH3.70 & froy corce peslerdsy. Price
o The contineows ont-maondh conirect

§0 o

TR ML M)

expiration, The raliy
pelled funds that wers short (e 5389 calls
b conver thalr exgoemne by buyise Daliras,
Mr. Meger explained. adfing to the op-
wiand meanenium.

(GEOEEe (e, Senior vice presidend at
Prudential Securities, estimated that more

than 10,000 options coniracts changed
hands yeslenday, willh todal volame for
both hetur=s asd oplions estimaled af
TL.000 condracts, three times ihart iraded In
4 typleal trading day.

AL sl Junds were merely canceling
their bets thak prices would drog, bul after
the secomd round of buy-slops was Bt
aboye 281, funds kegam emablishing new
long posiiions, belling on higher prices,
Alfiance's br. Me(Gbee sald,

‘The sharp gains saprised raders wia
had assumed reding activity in gold
woadd remain moted undil efter the next
Dank of England auction, scheduled for
Wednesday, The Bank of Enpland austions
have & breck record of incitisg seflodfs in
the days bedore, therehy pearsnlieing e
awction |Rsell garmers the lwesl pogsible
price, The last auction, in Movember, had
A denind retdo of 26 bids for every boa of
poid being offered nnd was sold Al $3571.50
A (iR,

Mr. Meger wundered whalher demand
[ the 20 melsic fons being auctioned nexi
waek would [all off seriously il i&e peice
remained akave $530 an cunce, Moting the
Febrgary conbrec’s inabdlity &0 hold 585
yesberday, which had been identified as 5
more co@encing breakout lewel ikan
250, Mr. Cero al Prudential ssid he
expecled some profd-taking by Meeds o
day before anulther aliempt i break
throagh techrical resistance,

In ber comenodity merkets:

SUGAE: World sugar Defures made
sharp guins, speading 13 the highssl levels
in mire tham [ive months as specalative
fumds bt in heavy wolume. The March
cantrucl climbed 8.7 rend bo 803 £onls per
i,

CATTLE: Chlergn Mercentile Ex-
chasge calile hiures mpeaned lasl sum
mer's highs as badlish braders pashed
prices up ChrougEh key levels, The Febme

ary conbrec] mose 362 cenl S ]
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Energy Slumps As Supplies Swell;
Gold Climbs To Three-Month High

IY RELFTERS

Ihbﬁﬂwmﬁdhﬂ coust,
Elsewhene, prices j a8
Mmadmphymh-m#
ver'specent srong rally.
The Information Adeinis-
tracion eabd W that miton-
ol datillate stacks, which include
bhesting ofl and diesel, rose 4.6 mil-
liombarrels last week.
That confirmed & bearish 57 mil-
hhﬂhﬂdhdﬂ&u#
reporied on Twesday nd ihe
Amesican Petroleum Instltute, an
imdustry group. 08 ersders bad on
iverage expected stocks bo be LOS
‘'mElion barrels bower.
The market response wae swifs
February heating ofl crashed 103
cents bo 8179 cemts a gallon, paso-
lme fell 253 cents to 5506 centz &
ﬁ%""-d crude ol 1] $107 at
8 abarrel,

seid the mild swbemn in
mm Iﬂdmu more

in pest
“1 novw boeks like secondary stor-
age wia beig fill=d at a more predi-
ghous rate than may have been ss-

m‘uuﬂm&mﬂ.mﬁ- [

F oil treding consubtant Cans-
ernn Harsver,
The unexpected riee in disillate
stocks extended the winter hesting
fiaed supply cushioe and beft 115, in-
vemtornes almosr 37 milfion barrels
kv yemr-ago bevels,
“The level af distillates ls even
higher than mar most extreme ox-
peciations,” sabd Alen Levine, a

Washingtos-based energy special-
st with Ma 3
“Itcasts daubit oo thie likeli-

= hood of & seasonal rally, Jeaving

E"“Ini] hﬁ:ﬂﬁh
purchased abave
current levels,” Levine added.
Gaold fumpsl to 2 thresmeonth
highs i whait eraders sald was catch-
up with the recent gains [ silver,
February pold up $4.50 o

$283.70 an vunce, with the high of

BI85 the bighest price slnce Oct. 18,

‘The mave sccelerated as the con-

tract cleared the 100-day v
orige o §HOTY, hm
warchers consider &n important

pivot for gold,
“All of thease kieked in — the 100

25 high as 30% early this weel,
Ome-mnsth shver lners were mvail-

able wroaml 26% late Wednesdaw,

The cogeing tightness has seen

VET PEiCEd Mmirease 19°% sinco set-
ting eight-pear kows around $4.04
mn ource in babe Mowvimber.

(end/
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BH Fed's Greenspan (8 Appear Jan. 24 at Senate Committee (Updatel)
an 2002 15:

e

i

(Rdds that Greenspan testimony is part budget process in
aecond pacagraph. )

Washington, Jan. 9 {Bloomberg) -- Federal Bessrve Chalrman
Alan Greenspan is scheduled te testify before the Senate Budget
Conmitbtes on Jan. 24.

Creenspan's testimony will begin at 10 a.m. Washington time,
said committee spokesman Bob Stevenson. He typically testifies to
Congress every January about the sconomy as part of the budget
precess. Thiz is in addition to Greenspan's twice-yearly testimony
to the banking committees, commonly referred to as Humpheey-
Hawkins testimony.

The Fed chairman will make his first speechos of the year
later this week, including one Friday on the U.5. economy to a San
Francisco public policy group. He will also discus=s Financial
literacy at an economic summit in Oakland on Thursday.

The last time Greenspan commented publicly about the economy
was Cot. 19, when he spoke to the Hational Ttallan Amerisan
Foundaticn. The central bank cub interest rates 11 times last year
as the slipped into recession.

--Sicbhan Hughes and Laura Lltvan in Washingbon [202) 624-1943 or
shugheag@bloochmerg.net fcah
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New Treasury Securities-Auction Policies Attempt
To Cut Costs by Speeding Up Release of Results .

iy REsEcoh CHEISTIE
TIwve Jonrs Kewrerres

WASHINGTON — The (LE Treasury
i trying 1o lower is borrowing cosis by
paitieg the time it takes (o prepare re
suills rogn Treasury securilbes auclxas.

The ahill means mew anclion ol s
that are sichcler and ks foogling of mis-
takes by awchion perflcipants, pulling
miare respeigiblllty on bond deslers and
thelr cusiomers, So (&1, prople in ke mar-
ket sey the exira hassie |8 balanced by
fhe pobeniial benefts,

Prier Fisher, Tressury's imdersetne
Lary Tor domestic fioance, anvelled Trea-
suTy % new plam kn & speech this week o
the Bomd Marke! Associatlon, an induslry
trade prodg, in New Yook, He alto mads
stromp commernts aboud 8 need for dealers
o well-police the secondary markel Tor
Treasurys.

“Fe's craciing the whip,” ssid
Slepleem Siamley, senSor marke! eofe-
mist for Greepwich Capital Markets
“People Hke i, primary deslers, ke go
img Lo have to be careful. Hopelully, wo
already are.”

Beginning In February, Treasury wiil
Lm:pin taking bids as gubmitied snd njeet-
ing bids (st aren't submitied correctly,
Treasury ako intends o et siricier bm-
its om wiven it will accepl telaphons bids
froe particlpants wheose compuler sys-
temd &ran’t working properly.

InAke past, Treasury bis revieesd bids
o ensare they seem reasonable and fdlew
porrepl procedures. W somelimes has
given dealers & chance tncormect glering er
s,
Mow, Treasury will seale hack thess
sabely wets, leaving hldders more &l (b
mercy of their owa proofresding.

Blr. Flaher summed o bis new polity
1y way: “Aedd am exbra 2ens OF MESS 29
ik bag Mgure, and & it hits, 0% yours”

The pagedl for bopd dealers s [aster
resalis and Jets rigk, witha [LEES
pin of jost six minwles beiween the lime
when aeciions close and resuls @re -
pounead. Thal woukd mean bidders will
e longer have o take as much risk of
mirkel movements i (e interim.

Comsisbently shorber oelease limes
waoull help Treosary lower it borrowing
edsts, simee 1L wouldn'l bave Ho pay & pre-

Treasury Yield Curve

¥iedds 2= of 4: 30 p.ie. ERstern bime

YIELD COMPARISONS
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mijum foc that uncerialnky.

Im the long run. Me. FiEEher sald, Trea.
sury |6 aimeng for & te-gninate fuss-
around. Thet could fake a while, as £ wdll
require a pumber ol technicl upgrades.
Bt it already ks draws preise [mem mar-
kel parilclpanis.

“The mindt IRconvenissce of the
strbeter Mdding s moee than ozt by the
twn-mingte urEaround LUmae,” ssid Ger.
Akl Luras, sepor povernznenl bond sirabe-

giss for blerridl Lynch, 2 designabed pri-
mary dealer in governmeni secumbes.
Treacurys

Trensurys eided modesily higher as &
labe rourd of pepositioning erased sarly
price declines.

AL pom., the henchmark 10-year Tres-
suTy nobe was wp 418 polet, or $1.35 per
0,080 face value, ub 29 1R7XL Ms yiald fell
B0 5.057% [romn 5.074% labe Tuesday, ak
Flalds move inversely o prices. :

The 10-year Treasury bond's price was
up E/ET poing a8 88 6712 Lo yleld 5.500%,
dpem from 5.518% Teesday. :

Abso vesterday, the Treasury scld 36 bil-

Cliop of 1dyear inflaton-indexed nobes,

winieh were well-received by thi market.
Amid stronger-lban-expected demand, (ke
|s5ue was wwarded 21 1.68%, aboat 001 per
cemtigre puiml betier than the pre-sucticn

................... ﬂ.m.ﬂilﬂ.l‘}

R T . = §l
S N 199 58 000

A g T L3
Rl oy P (TLREY .. 'Il'l';'ﬂl'l-ll:ﬁl
Ty R R,
Copim madrr S ——— I
e it ww dEed e 19, AT a6l FSkEe LA 15
ol N

Corporaie Bonds

mierChrysler  AG's  Dalmler
Chrysber Morth Amerika Holling Corr
sl 2 mudlcirrescy issue via Hame of
America Sseurities, Deutsche Banc Adex
Brown and Goldmen Sachs. .
A 1.5 Billiem, M-yer portiom, e
creased from §1 billion, was given a yleld
margln of L35 peroeotuge polets ower
Treasarys, compared with initial paidance
ol 2,50 b 2.35 percentage prints over Tres:
surys, When [reed o trade, 1t narmowed 1o
2.4 percesiage poipis over Treasurys.
Toe deal abso included & 15 billlbn eums
(5134 billom) fiveyear parl increased
from 1 bilfion ewnid, It was priced at a
yield 1.8 percentage points over swaps,
The debl was roted single-dd by
Muoody's lovestors Serviee and eripleBe
plus by Standard & Poor's.

—Srmen Wawes and Kiebard 4. Brove
omninbubfdd @ S arfiele
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INVESTOR'S BUSINESS DALY
CREDIT MARKET

Alofor

Corporate Debt Sales Sway Market
As Treasuries Trade In Tight Range

Bon sade of M-vear notes. Those of-
Ferings followed £14 billion of cor-
porate and agency debt zales on

A mu.,:' inflation-indexed

But traders ssid many players
stayed sidelined on Wednesday,
waiting for bey remarks en the econ-

et Aln Greenspam this Fridey.
Recent Fed spedkers “have the
dior left open to ancther rate cur,
given they think the recevery is ill
some months awzy® said Kim Ru- -+
pert, market analyst ot Stendurd &
Foar's mﬁ.ﬂu-lm ﬁmﬂ-
ioy, " she said. :
At 3 pom Easters time, two-year

WSS blhelve

Recession Will End
In a Month or Two,
Economists Predict

. —
By & WALL Smwer JoUeMaL Siaff Reparier
ELANEAS CITY. Mo, —STighily more than

sl of the pconomitsts sunveysd by the Bioe

10-year note sale also proved popu- 100 14732, yielding 107%. Five- will be oo by the end of Feb and
L writh investors, with $14 year noes wereup 2/12 1084 11,32, mtﬂhﬂmll!hh“ﬂh}rw
h%mﬁtﬁlﬂﬂm yiekding 4. 39%. e of Mareh,
in i Benchmark 10-year potes rose bogt of the Sorecasters, however, don't
“It's been now for 333 to 991532, welding 507%, 5ee B strong moovery his year, The
severs] days” said ichi Bob-  And 30-year boods were up 14/32 ol e 53 forecasts collected by the
bins, head of fxed-income trading  t097 7/32, yielding 5.50%, newsllier & for inflation-adjusted growth of
at Bank Tolius Beer in Mew York rly 1% in 367 measged on A yeErovT.

. year basle Hub the ernnomibiis predict 34%
Weve goc 4 trading range that — growh In 2063, mach sower fen the growth
-fnhuﬂ:uy - For Wednesday, Jameary §, 1980 of the luie 19908, The Jorecasters surviyed
Anslyois mech move- ward almiel evenly split oa whether the Fed-
ment in Treasisies this week has “m_h: P, -mnumﬂuuﬂmumm
been tied e the buying and selling —— By Ut endd of thee vear, however
of Treasuries o Jock in inberest _— ?‘. ne e m &eFﬂmlhmMu;mumuM

shead curporte erabfunds inferest rale EIETIS
%mw ™ s N AR mn em night inberbank Insns) 1o 2.5% frees the rur-
The market did not resct to Dallas ™= Ok _®3 WD i e L%
Fed President Robert McTeers i Sesmary e PESULS of the Bllue Chip survey are
1 Ap oy e ol o recen Strect Jour-
view that the recessionary U5 Horwesic 25 bt ral sUPvEY, publiched Liat week,
econny i in the process of form- W B me e ’
ingabotiom ' i e W OIF & m
Lebman Hros economist Drew  ddoss E @ ©§ g Vs }
Matus sakd MeTeer, a voling mem-  becioe P2 &8 § W
beron the Fied'a pali ikl kLI n a
mittee, merely echoed a view ex-  osign g L) 5
pressed by severs] scher Fed offi-  Hewiomn i1 I i
fals om L Tkt M9 foneg Yebm Ii'm!
Tl daim el i ol ]
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il _0'Neill Says [1.5, Fconomy Will Take 4 to 18 Menths to Recover

Tan 9 2002 LT AT oTmrmEmmmeccomsmmmmmmmemma—m o amm—

0'Meill Says U.5. Economy Will Take ¥ to 1B Monbhs to Recover

Washington, Jan. 9 (Bloomberg) -- The U.3. sconomy pecbably
will return to its ‘"potential'' growth rate of about 3.5 percent
in nine toa 1B months, Treasury Secretary Paul O'Hedill said,

““At the moment, the weight of the evidence is cautiously
positive and it's been improving,'' O'Neill zaid in an interview, .

D'Heill's assessment of how loag it will take befors 1.5,
growth returns te a 3.5 percent rate is less optimistic than mosk
eoonomists predict, The median of 47 [orecasts in a DBlocmberg Hews
survey is for the economy to expand at a 3.5 percent pace in the
third quarter and a 1.9 percent rate in the final three months of
the year,

The economy slipped into recessicn in March amd contracted at
a 1.3 parcent annual rate in tha third guarter. The Bloomberg Haws
survey shows the economy probably shrank at & 1.4 percent rate at
the final thres monthe of the year. Recent statistics show an
increase in consumer confidence, a rise in home sales and a pickup
in orders to manufacturing and service companics.

“"Wa're in the recovery process and we're in the beginning of
the positive real growth period, '’ O'Heill said,

The Treasury chief described the curreant guarter, in which
analysts expect gross demestic produst te contract at a 0.1
percent rate, as the ~"ambiguous period where it's not cbvious
what the rate of movement out of the low econcmic period is going
to be, "

Unemployment is likely to rise above the & 1/2-year high of
5.8 percent it reached in December, D'Heill said. It's unlikely,
he said that the jobless rate will rise as moch as another full
percentage polnt.

““The rate is going to go up from where we are,'' he said.
“*It takes a while before the econcmy®s growing fast encugh to oot
only absorb the new population coming into the workfocrce, bul to
begin to sat inte the population that was dislocated by the
slowdown. But, I don't think 6.8 percent is a real probability.''

Fed Officlals

Federal Reseive policy makers hawve said this week thab Lhey
prprct a recowery this year, thouwgh possibly not at the pace
aconomists forecask. The U.5. will probably " "ses a morce gradual
TREGVETY from the recession Tthan in most other postwar business
eyeles, ' Al Broaddus, president of the Richmond Fed Bank, said
yesterday. Growth later this year and next may be ""a little
softer than the consensus, ' Broaddus said,

0'Meill also dismissed arguments that by eroding the
nation's budget surplus with a $:,35 trillion tax cut last year,

Aeorles
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the Bush administration is partly to blame for high interest rates
on longer term borrowing, which some say are stunting a rebound in
growth .

Some inveslors bet the tax cut will push the U.5. budget back
into deficit and require the government to sell more government
securities.

The yield on the Treasucy's benchmark 10-year note, ak 5.0%
percent btoday, is 6§ basls polnts lewer than it was on Jan. 1,
2001. In that same time, Fed policy makers have lowered the
overnight bank lending rate by 4 3/4 percentage points.

"Loks Golmg Om°

""There are lot= of things going on in the world, including
anoImous chamges in enercgy prices and Argentina, *' he said. " To
#a¥ this change in the [ederal revenues sccounts Eor everything
you sas or don't see in inbterest cates is wronghoaded, '

The Tormer chairman of Wo. 1 aluminum producer Aleaa Tee. said
his conversatlonsg with industrialista offered a "“mixed bag'' of
oubleoks. Manuwfacturing, a5 measured by Lhe Institute for Supply
Management's monthly survey, rose in Decembur to the highest level
Fince October ZOOO as new orders and production increased. That's
a 8ign lactories are startirg to recover from & 17-month slump.

""There are pecple T speak to that already see in their cwn
demand picture an early pickup in the economy and there are soma
whi don't, "' O0'Heill said.

One reason he cited [or optimism was that inventories were
now lean encugh to allow production to increase, something he said
wWould boost growth.

“"You've created the basis for a resurgence, '’ O'Meill said of
those who have sliced their steockpiles amid falling demand of
2001. Inventories declined at a record 561.9 billion annual rate
during the third quarter.

Commodities "Encouraging'

O'MNeill also said a rise in commodities prices is
‘‘encouraging.'' The Commodity Research Bureau index, which
includes 17 markets for raw materials, is up 6.3 percent since
falling a two-year low on Oct. 24,

Autemobile producers, sweh as General Motors Corp. and Pord
Moter Co., were also praised by 0'Neill for helping the economy by
introducing zero fimancing costs in the wake of Sopt. 1l, even
Lhough they may bave lost profits.

"I khey insisted on margin maintenance then, that might
have been better for them,'' he said. " “But from a broader
economic point of view (their actions) meant jobs for people that

# P
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would otherwiss have bean Laken cub. '’

such workplace security had a beneficial effect on confidence

and productivity, he sald.
100,000 think thay're next, "' he said.

UTE wou lay off OO0 of 100,000, all

O'"Meill offered an oplimistic view of the U.5. economy’s
ability to cutpace those of other countries because of its free-
market foundations and the ability af its busginesses to innovate.

""There is a huge opportunity Eor our economy Eo grow at rates
that mast economies can't achieve kocauwseo they hawe rigidities

bullE infCe thelr strocture, ”

" he maid.
potential going forward.®*?

UL think we have enarsous

-—%imon Hennedy and Brendan Murray in Washington {202) 624-1834 or
skennedyd@bloomberg . net wilh reporting by Lic Goldenbsrg in

Washington /jrofcak

i Pentagon. The

i

Al-Jazit,

U.S. Blocks Assets 5 dmckk

- D] TS~

Of Two Additional e ol

. o ~and the Afghan

e e
for the 8l Qaeds terrorist nelwork while the

teling domors the money woald go in M cwhidows, en gave

lifme widaws amd orphans. . Trensury 15;!;

The charitles nnd two bop &l Qerda ulll- Haritag:

. llizg
giers of terrarism, Fhe U5 and its a

Fawe Proten 680 millbon in alleged bermor-
ist assets since the Sepd, 11 altacis, Mr

offctals I Kuwall, ' Heill sald (ke Froasary would conlinee
ﬂ%ﬂhmrm w lssue sshkoure opders as inveshigalore
fhe Pakistan-based Spport

zakions.
o sy secrtary said the Bush
adeiinistration bas secured the aotlve sup-

. i the
putﬂmmp1mmm{mﬂﬂhlﬂMh1

Hlor bo FTor fromn got-
fng currency. “When the Lermorists
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and lln::rrrl.uf r:mll.u 0'Keilt
2 terrarism "
551, He singind st Camada, Laxembmrg,
Hritaim, Moo Kong, Bwiltzeriand and the
United Arab HErirates for praise asmong
the b4 padians b have [ssued coders o
tl:l:‘nn:uuwuhmtm‘rbn'iml
mmﬁummmw

aflemiben of LS. intelli

fuﬂ during
e Balkkans confficts of the 150s, The group
wad e of severdl organiestions infltrated
by extremet Muslend in ARasis, Many of
the extremists, members of an Bopdisn

in & 1598 Cenirad |nblligents

tion, U5 and Albenian cffisak

ﬁmtﬂmﬂﬂ!‘lﬂlﬂm

several Jihad memters lried in
18, kelamie Heritgpe ofllelals acl

eraited frem the ranks of

¥ re-
JEtied.

Epvplian
Ahmed Brahim ak-Naggar, a Jihad
mesvber put 1o dealh In Egypt 1B 204, had
called o lack of funds the blggest problem

Skl Balama Atiys, an Egyplian 5i-
had member cumentiy serving a Ble sen-
temce In Egyyil, said he was recruiled 1o
work af [slamic Herilage's offices In Alba-
nta in August 1995, whiere he was padd 50
a momll [ TUR &R orphanage. Skeelly

Ewch metivity wasn'l evrinaked by 1&!
Albanian asthorities oo the CIA, which
eavesdropped on lelephone 1ralfic a1 [
laméz Heritnge and seversl other Albasian
charites Saring the mid- s,

—GfEn £ Simpim in Sradsely

Islamis
, Tata said free Jibad members

oimirabadod to this article,

FT o ohdoa,

US extends

crackdown on
terror funding

By lﬂ'ﬂ“l h m
The US vesterdey mioveid in
hikxk the asmets of o Kuwale-
based 1glamic charily, the
first Limé Ehai the U5 effort
to crack Sown on lerronst
feancing b resched the
weallhy emirate that b one
of its closest sllie= in ke
Aeab workd.

The US Treasury. depari:
meni srdered & Frewss an
srcouple belonging to -the
Pakistan and Algbanistas-
hasad offices of the Revival
of Istamic Heriags Socicty, a
kuwalii charitible group
copnected to the Sslali
lsiamlsl movemeat, which
Bas tiew 80 Saod Arabiz

The U5 also ordered a

un b aseets of ibe
Afghan Support Commiliee,
curTently ksised in Peshawar,
Pakistan, widch ji sl was
welallighed by Osama hila
Lafan In raise funds S al-
Queda. The ASC allegedly
moliclied maney from obher
Arah &id crgasisations by
claiming the funds wers for
widows and crphans, bud
Uher diverted iha waney 1o
al Qaeds operalives.

S alficlals said the
Tmanee chiel for the ARG
=g Abm fake Aldazirl, who
had also sirved as bead of
Dll-l'l'llsll]' [und-raising for

bir bin Ladea Mr Al-Raziei,
whe leM Alghenitan for
Pakislan in 3000, was el
In Weklerday's pction, song
will Abdl ol Mubsin 41-Likh.
the Painstan ofice dlrecior
fizr the Bevival of slam Bher-
lage Bociety, Mr AlLIN B
alleged to BEve provided
facillties Por al-Qaeda inm
ar afd o have cer.
il both momey amil mes-
=apges for Mr Bin Laden

The latest 115 move brings
ba 168 1 nussbesr of groups
and individuals 1hat have

been torpeled since the
Seplember 11 @itacks, lead-
Img to the freesimg wordd-
wide of accoumts wuorlh
Erecid $0Am,

Kuwall has kried fo rein in
lslazsisl chiarlties thai might
bz furselling mosey to al-
'Iilalda or ofber derrerlst

el
'M-hr closer regulatory eon-
trol, Thi couUnEry was sobar-
romand [am yoar whis one of
8 citizene, Sulafman Al
Ghafth, appeared in videos
i B spokesman for Ossoms
im Ladin.

Kuwail sald yestarday that
it had moved on Jumisry 2
i Eroeze accounda of (b
ASC and the Pakisian and
Alghagistan asset of Lhe
Rovival of llamic Hessiage
Soclety lollowing A regoeai
from the LR govermment.

demew thet EIHS h.u.li]u.p-
bers in Bxrwait were aware of

Justhee
o Eyeail pest week to dis
cuse the crackdowt,

wd

Thiursclay, Janusry 10, 2002

Fage

01300000000152



By SEC Flooded ‘“1'_3 per Filings AfLer Anthrasx Scare (Updatei)p
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SEC Flooded With Paper Filings After Anthrax Scare (Updatel]
[Bdds new case of anthrax hoax in 13th paragraph.)

Washington, Jan. 9 {Bloomberg] -- The U.5, Fostal Service is
belatedly delivering thousands of insider-trade reports to the
Securities and Sxchange Commission, paper filings delayed when
anthrax contaminated Washington's postal center three months ago.

The reports of executive atock transacticns from Octaber
through =arly December are just now arriving at the 3EC, whers
they are stwdied by investors as a sign of how company insiders
view the stremgth of their companios® atock,

T Y¥ou can truly see what people are doing with their own
funds, "' said Mark Buckingham, an analyst with Muzea Cocnsulting
LLC, a f£irm that tracks inasider dakta for instltuticnal investors.
“'If you belisve in your company and you are willing to put your
money where your mouth is, that is a stronger testament thao
worda. "

About 1 millien letters and packages wore quarantined when
the Postal Service shut down the Brentwood mail-sorting facility
on Sct. 21, after an envelope containing anthrax was deliversd Lo
Lhe office of Senate Democratic Leader Toam Daschle., Two Brentuood
postal workers died from inhalation anthrax in what autherities
described as a likely terrorist attack.

The guarantine and an irradiation treatment applied to
Brentwood letters created a backlog in paper filings going to the
SEC and other U.3. government agencies.

"Twiddling Our Thumbz'

"We hawve been just Lwiddling our thumbs waiting for
documgnts, "' sald Pam Galasso, cwner of Securities Doacumesnt
Service, which obtains insider filings for clients. Tt was like
& trickle.'"®

The trickle turned into a flood when the filings were
released from guarantine. In the first five business days of
Januwary, the SEC made public more than 1,400 documents known as
Form 1l44= that were originally mailed in Octcober, Hovember and
early December,

Among the quarantined insider reports were filinga Crom
Microsoft Corp. ce-founder Bill Gates and Starbucks Corp. Chairman
Howard Echulkzx.

Many of the documents had turned yellow and brittle because
of the treatment to kill anthrax speces, Some of the Eilings
crumbled in the hands of document researchers whe sift through
insider repocts to gather information for Wall Street brokerages
and institutional investors.

M >
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Security Procedures

The SEC yesterday issued a one-paragraph skatemant aoting
Ehat Fillngs and other documents malled to tche commismion wero

delayed " ‘due to U.5. Postal Sorvice security procedures for mail
£ be delivered to govermment agencies, !

While the postal service ha= deliversd all of the mail that
was held at Brentwood, it continues te send letters addressed to
government agencies Lo outside contracters in Lisa, Ohic, and
Bridgeport, Hew Jersey, foar irradiation, a procaess rthat can add
several days to the delivery process, said Pestal Service
spokesman Gerry Kreienkamp.

""Tt's unfertunate buk it's aomething the Post Office had te
da, "' said SEC apokesman John Heins.

The U.5. Capitol building was closed for an heur and a half
on Jan. 3 after another threatening letter sprinkled with powdecy
dust was sent te Daschle. Authorities concluded that the second
letter was a hoax and the powder was not hazardous,

SEC Filings are reguired to be made by top axecutives who buy
and sell shares in the companiez that they run, as well as by
large shareholders and people who receive stock thraugh private
Eransactions,

An insidez who plans to sell stock must file 3 Form 144 by
the time the arder is placed with his bBroker. The same insider
must file a Form 4 reporting the details of stock sale=s or
pucchases in the month that follows the actual btransaction.

Exception ro Rile

Insider reports are an exception to rules that requice U.5,
corporations to file their disclosure Ieports through the SEC's
electronic dats gathering, analysis and retrieval (EDGAR) system.
The agency has yet to require electronic Eiling by insiders
because it believes that many lack the resources to use Edgar.

Some stock analysts have intensified their examination of
ingider transactions since the SEC's Aegqulation Fair Discloesure
barred companies from selectively releasing information te
aralysts and investors.

"'Because of Regulation FU, people are paying attention te
the insider trades a little more, "' said Michael Johanma, another
analyst at Muszes CoRsulting. " "There are ne whisper numbera
anymore, " "

Although insider reports rarely move markets, the documents
provide & window into what is happening at major companies. Tn one
instance, Louis Borders, founder of Webvan Group Inc., revealed in
an insider £iling that he sold most of his codpany stake lesa than

Lhoee weeks before the anline grooer shut daown,

In ancther example, Paul Allen, a eo-founder of Microsolk,
reperied that he had purchased securities that protected eke value
of much of his stake in the Redmond, Washington, softwara
manubacturer,

==Miles Weiss in Washington (202) &24-1879 or ak
mwelissEbloomberg . net frp
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Carleton, Norman

From: Gabllondo, Jose
Sant: Wednesday, May 16, 2001 2:26 PM
To: Carleton, Morman _
Subject: RE: New Version of Retail Swap Stucy Federal Register Release
[(b)}5)]
[(b}E)]
Josa

- -EIriginal Messae- -

Froem: Carlgton, Norman

Sent: Wegnesday, May 16, 2001 2:35 PM

Tos Cabikandn, e

Subject:  RE: Now Version of Retail Swap Study Federal Register Release

[(B){3)]

——-Criginal Message- .

From:  Gabilando, Jase

Semt:  ‘Wednesday, May 16, 2001 3232 PH

Tas Cadaban, Norman

Suliject: RE: Maw Wersion of Retal Swap Study Federal Regisier Reloase

[(bHS))
s
~Original Message--—---
Frami: Cardetan, MNorman
Sant: Wecresday, May 16, 2001 L1148 AM
Tor Fauls, Michael; Hickaloff, Peter; Schultheiss, Heidiymne; Nowey, Michasl; Hemmes, Yiva, Eichiner, Matthew; Sutton, Gary; Eleiz,
Marthe; Gatslonds, Jose: DeMarog, Edward
Saibject: whre Wersian of Retal Swap Study Faderal Regisher Release
[(b)5N

<< File: retail swaps redline wpd ==

<< Filg; refail swap study release (10]) wpd ==

02701
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Carleton, Norman

From;
Sant:
To:

Ce;
Subject:

Carleton, Morman

Tuesday, June 18, 2001 2:42 PM )
Annette Nazareth (E-mai); Belinda Blaine (E-mail); Bob Colby (E-mail); Bob Zwirb (E-mail);
David Wall', 'Ddane Virzera', Eichner, Matlhew; Elizabaeth Foo (E-meil); Erc Hirgchharm (E-

mad); Hammer, Viva; John Polisa (E-mad); 'l
Erickson (E-mail); Kurt Wihalm {E-maill); Lori
MNickoloff, Pater; Hu'ﬂ.

Cross, Jared, Embel
Ge

Hansen'; Kalhyn Dick (E-mail); Kevin
tarrorena (E-mailk Miguwel Browne';
Michzel, Pat Parkingon (E-mail);, "Pat White'; Schultheiss, Heldilynne
riha; Sution. Gary, Gabilondo, Jose, DaMarce, Edward; Hughes,

Iy
FW: Suggested Interviewees

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

Fraom: Zwirb, Robert 5.

Sent: Tueaday, Jume 19, 2001 2:35 BN
Ta: 'Horman.Carletonsdo.breas.gov!
Bubject: Suggeated Interviewess

IS

Tracking:

Recipiant

Arnatte Mazaralh (E-mal)
Balinda Blaire (E-mail)
Bob Colby (E-mal)

Bich Zwert: (E-mal]
Tiavid Wall

Tiane Vireera'

Eictmer. Mathaw
Elzab=th Fax [E-mail)
Erig Hirschiom (E-mail}
Hammar, Yiva

JoFn Poliss [E-mail)
"y Hargan'

Kathryn Dick {E-mail]
Kerin Erigkacn {E-mail}
Kurt Wilhelm (E-mall)
Leri Sanatamerana (E-mail
Migual Brosms!’
Hickalaff, Peter

Moy, Michanl

Pat Farkingan (E-mal)
Pad Whiln'

Sthulheiss, Heidilynng
Groas, Jansd

Ellatt, Martha

Sullon, Gary
Gabdenda, Jose
Dakaren, Echapnd
Hughas, Garry

[(mailto:; bewlrb@CPFTC. gav]

Drlivenesd: BATE00 242 PM

Dredivered: 819001 2423 PM

Dadverad: BRI 2:4Z PM
Daslivaradd; BT 2:47 PR

Dedivared; B0 242 P
Dadivared; BHSNT 742 PM
Delivered: G901 242 PR
Unlhvemd: BT Z42 PM
Dalivared: 12001 2:42 P
Delrvered: S101 2:42 PM
Dalwgrar QR0 242 FM

Rpad

Read; G190 4:08 FM

FRead; BE0A0T 154 PR

Foead: G1&0 2:45 P
Read: G180 S:04 PR

Read: B0 242 PR
Read: B0 242 PR
Read: 2141 834 AN
Fead: 7201 S04 Ak

React 81501 2:00 PM
Faact G15901 4:10 P

02702
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Carleton, Norman

From:
Sant:
To:

Co
Subject:

Carleton, Nomman

Tuesday, June 19, 2001 2:42 PM

Annette Mazareth {E-mall); Belinda Blaine (E-
‘David Wall: "Diane Virzera', Eichnes, Matthew. Elzabeth Fox |

mady; Hammar, Viva; John Polse (E-maid); "J

Erickson (E=mail), Kurl
Nickoloff, Peiar, Nove
Gross, Jared, Elledt,
Gar

Withelm (E-mail); Lori

. Michael; Pat Parkinson (E-mail);

mail); Bob Celtry

il Bob Zwirk (E-maill;

-mail); Eri¢ Hirschhorn (E-

& Hansen', Kathnyn Dick (E-mail), Kavin
natamarena (E-mail); Miguel Browne',

"Pal White Schultheiss, Hesgihnne

riha; Suttan, Gary; Gablondo, Jose; Dehtarco, Edward; Hughas,

F! shed Interviewses

-—-==Original Message-----

Fros: Zwirb, Rohert 5.

gent: Tuesday, June 1%, 2901 2:35 PM
Ta: 'Morman,Carlston®do.tbreas.goy!
Subject: Suggested Interviewses

[mailta: bawirb@CFTC. gov]

Here is our list of cr:*giniza.tiuna!individua]: Ehat we propose B interview
For the retall swaps study:

[BNS)]

Tracking:

Recipsant

Annstie MAEanEn (Sl
Belinda Blaira (E-mail}
Bal Colby {E-mailp

Bt Zwirth [E-mail)
Taawid Wall

‘Diane Virpen'

Elchner, Malthéw
Elizabes Fox {E-mail}
Evic: Hirschivam (E-mail}
Hammer, Viva

John Polise |E-mail}
*kmpoa Hansan'

Hathryn DHck [E-mail)
Kevin Encksan (E-mal)
Kurt Wilalm (E-mal)
Lowi Sanstamorana {E-mall)
‘Migised Browne
WigkooioH, Padar

Mooy, Wichiael

Pak Parkinagn {E=-mail}
‘Pl Wrine”

Sohultheiss, Heldihrine
Gread, Jared

Eleitt, Martha

Sutian, Gary
Gabilordn, Jose
Dakdarco, Edwad
Hughes, Gamy

Dl vy

Deliverait G901 242 PM

Dialvered: & 1809 2:42 Pl

Diedivarnad: B1RI0T 2:42 PR
Debverad: BM1E00 247 FLM

Delheared: BHAMY 2:42 P
Dimieprad: BT 248 FM
Deferad; 51501 2:42 PW
Daltvered &R0 242 PM
Dedivered; BAS0T 242 PR
Disfivared; G100 2:42 Fid
Diglbvered: BB 2:42 P4

1

Fead: G19401 4:06 FM

Foaad: BROMT 1:54 FM

Read: B0 245 PR
Raad: 61901 S:04 PR

Read: B1207 242 P
Riead: G100 2:42 PR
Reead: /2101 S:34 AW
Fapd 701 G:0d4 AM

Bead: B8 3000 PM
Read: 618 4:10 PR
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Carleton, Norman

Enom: EWﬁdﬂ%E;Mam11 2002 1030 Al

Sent: riday, Janu . -

Ta: Carleton, Mu;rtgan; Bitsberger, Timathy; Schultheiss, Heidilynne, Nickoloff, Peter
Subject: RE: anron maaling = 12:007

[(b){3)]

Thanks .

..... Original Message-----

Pram: Carleton, Morman sHorman.Carleton@ds. treas.qov=-
To: Wiedman, Mark «<Mark.Wiedman@do. Treas.gos

cCr Schultheiea, Heidilynne <Heidilynne.Schulthelissd@do.Creas.govs

Sent: Fri Jan 11 09:52:30 2002
Subject: RE: enron meebing -- 12,0072

[{B}SI]

-----friginal Message-----

From: Wimdman, Hark

Sent: Friday, January 11, 2002 5:10 AM

To: Carls=ton, Morman; Schultheiss, Heidilynne

co: Wighkaloff, Peter; Bitsberger, Timothy; Stokes, Vercnica

Subject: enron mesting -- 12:007

Tim would like to go over the Enron paper you folks put together at

that?

12. Can you make

02726
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Garlatunl Morman

Fram: Gabilondo, Josa

Senl: Wednesday, December 05, 2001 2:56 PM
Tao: Carleton, Morman

Subject: Enron collage

Meorman:

Herg — for what they're worh — ane the Besl of my Enron resources. Here's the link bo @ daily price chart of

ervmpyeys b foe
Emron's common stock, which is easier to drag on fo youwr screen and to open {rather than saving);

e)

arucia? him

This i a tiny note that | wrote about Encon market structure . Thiese are two (now dated) marked

wrixa hirs a3 000 pcs P imidarm 0350
intelligence pisces about Ennon; Hara's the 2000 annuwal report - #
and here's a list of the top 20
powear markebers prepared by an energy consulting group - . Hope that you like the Pawl Klee format.

Josd
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Issueileris email Page 1 of 4

Subject: FW: Enron's Departure from Core Business Takes a Toll on Performance

SCIENTECH is currently interviewing 1,500 utilities on CIS/CRM amnd customer care
in the United States and Canada to determine:

» The leading software providers

« Drivers of utility technology decisions

= Analysis of license sales versus ASP sales
"

New market opportunities
Growing/shrinking software markets
Download a sample prospectus for an introduction to this new survey at;
http: ffsecure scientech.comfspecialpages/Multi_Client.asp and
contact Jon Brock at 505-244-7607 for mare details,

IssuesWatch.

Miss last week? Catch up on the latest deregulation, competition and restructuring developments in
the energy industry with SCIENTECH's IssuesWatch

& SCIENTECH
IssueAlert.

October 22, 2001

Enron's Departure from Core Business
Takes a Toll on Performance

By Will McNamara 02 73 E

Director, Electric Industry Analysis

[Mews ifem from Reuters] Enron Corp. {NYSE: ENE) stock sustained further heawy losses an
October 15 as investor confidence in the former Wall Streel favorite remained at a low ebb after it
reported its first quarterhy loss in over four years. The energy giant's stock was off £3.32 or 11.45
percent at $25.68 per share at mid-day trade on Oct, 19, making a cumulative loss of 28 percent
for & week in which it reported a third-guarter lass of $638 million. As of early morning trading an
Oct. 22, Enron shares were priced at $21.99, a reflection of new developments (including a new
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Securities and Exchange inquiry) that have caused uncertainty about the company among
investors.

Analysis: Enron's first financial report since the departure of former CED Jeffrey Skilling in August has not dome
much to once again instill investor confidence in the company, which has experienced one of its most turbulent
years in recent memery. While Skilling cited personal reasons for his departure, many analysts suspected that a
significant drop in Enron's share price and financial losses in its diversified businesses also played a role. At the
time of Skilling's departure, Enron’s stock had tumbled to a 52-week low. However, based on the new 30Q report,
it now appears that Enron's downward turn may be continuing despite the return of Kenneth Lay to the company's
top spot. In essence, Enron's financial problems have been caused by businesses that the company has
established as a way to diversify from Its core foocus on wholesale power sales. 1t appears that Enron is learning a
costly lessen—namely that investors are not responding favorably to the company's innovation, especially if
bottom line performance is In any way compromised. The road ahead may remain uncertain for Enron, as a good
number of unresolved Issues and a new Securities and Exchange Commission (SEC) inquiry into financial dealings
of its chief financial officer continue to overshadow the company.

Let's first establish the financial losses that Enron has reported in the third quarter. As noted, as a whole the
company reported $638 million in losses, after taking $1.01 billion in charges assoclated with several of its nan-
core businesses, When we break down the losses, it becomes clear that Enron is struggling with its operations in
three businesses: water, broadband and the retail power market. Specifically, Enron reported $287 million in
charges from Azurix, Its water and wastewater business; $180 million in charges related to the dewnsizing of its
broadband operations {including severance costs and losses on inventory sales and customer contracts); and
$544 million in what the company is calling "investment lesses.” Evidently, about half of the $544-milllon figure is
related to Enron's investment in MewPower Company, the retail elactricity and natural-gas prowvider that Enron
launched about two years ago with partners America Online and IBM. Enron owns 45 percent of NewPower. In
addition, Enron's debt to total capitalization ratio reportadly will increase to about 50 percent, although Lay says
that pending asset sales may reduce that amount to 40 percent by the end of 2002, However, it Is important to
note that Enron's 3¢ recurring net income (before the write-offs) did increase 35 parcent to $353 milllen, or 43
eents a diluted share, and revenue in the quarter rose to $47.6 billion from $30 billlon In 3Q 2000,

The losses associated with NewPower are particularly interesting. As one of the leading investors in the company,
Enron drove NewPower's aggressive business focus on retail residential power sales, despite ongolng concemns
about the development of retail competition across the United States, NewPower went public last year &t an
opening price of $21, and in the early days of its initial public offering was trading above thal price. However, the
company’s stock has experienced a devastating drop in value, and is currently priced at $1.25. NewPower is nol
scheduled to release its own 30 financial statement until early November, but it is expected that the company will
continue to incur significant losses for the foreseeable future. Specifically, NewPower recently reiterated its earlier
expectations of 8 3Q loss of $65 million to $70 million, or $1.12 to $1.20 a share. Third-gquarter revenue
reportedly will be slightly lower than the $60 million to $65 million that the company had forecast in August.

In analyzing NewPower's 20 financial losses (see IssueAlert from 8/8/01 at www.scientech,com/rcl), I argued
that the company is really struggling from a mix of pesitive and negative factors in its efforts to become the
leading retail energy provider in residential and small business markets in the United States. On the positive side,
NewPower has recently secured a large number of new customer accounts, most significantly frem its purchase of
customers and related assets from AES Corp. and DTE Energy. These purchases prompted an impressive growth
spurt for NewPower, and the company reportedly now has a customer base in 22 markets in 10 states. However,
the had news for MewPawer is that its losses continue to widan, apparently resulting from a combination of
weather facters and financial hits absorbed in several of the states in which the company operates. This
dichotomy does not appear to be getting any better, and the company's steck has continued to drop as & result,

In an elfart to alleviate some of its financial woes, NewPower recently revised an existing master netting
agreement with Enron Corp. and several of its subsidiaries. The revised agreement essentially lowers the amount
of cash collateral that NewPower is required to post to the Enron subsidiaries through Jan. 4, 2002, With the
lowered financial obligations that it must make to Enran, NewPower believes that it will have sufficient financial
respurces to conduct its business in the near term until it secures ongoing asset-based financing.

However, from Enron's perspective, the losses assoclated with NewPower (and, by the same token, the losses in
water and broadband) have contributed to a steady drop in its own stock price. The message is clear: The
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businesses that Enron plunged into a< 8 way to diversify have tainted the company as a whole. Further, what
some analysts perceived as brash hubris on Enron's part has not translated into measurable profits, and
consequently Wall Street has reacted by sending Enron’s stock to a lewel that is about half of where it was a year
ago. The individual sectors that Enron has pursued are all unigue, but they share the comman denominator of
taking Enron away from what was a successful core business, Further, they are similar in that Enron aggressively
sunk large sums of capital Into new business lines for which it arguably had unrealistic expectations far growth.
The problem with Enron's bandwidth unit Is that the company has faced an unanticipated excess of fiber-optic
lines, which has prevented the demand for the divisien's services from materializing as anticipated. The problem
with Azurlx, which has been losing money since its formation in 1998, is that privatization of the water sector has
not materialized as quickly as Enron and othér companies anticipated. In addition te these problem areas, Enron
also faces challenges related to its Investments in India (where it |s locked Into a legal battle with the state
government) and California (from which Enren has yet to receive full payment for previous power sales).

In addition to the losses cutlined in the 3Q report, there are new issues that are brewing at the start of this waek,
First, the SEC has requested that Enron provide information regarding "certain related party transactions.” Not
much additional information is presently avallable about this inquiry. However, it is probably connected to earlier
reparts about concerns related to the dealings of Enron's Chief Financial Cfficer Andrew Fastew, who up until very
recently had run a limited partnership that bought assets from Enron. Ken Lay has said that Enron will cooperate
fully with the SEC's request. In a separate development, several mutual funds (including AlM Constellation that
once held large pesitions in Enron) have either liquidated or reduced their holdings in the company, which has
further weakenaed Enron's stock value. Portfolic managers of the mutual funds have cited concemns about Enron's
ability to balance its new businesses with its core strength as an energy trader.

The present challenge for Enron is to convince investors that the company remains on solid greund despite the
losses. Thus, Lay has been guick to reiterate that earnings from the company's energy and gas-pipeline business
are still strong. Further, Lay says that the charges reported in the third guarter should b s2en as a way to "clear
away issues that have clouded the performance and earnings potential of our core energy businesses.”
Mevertheless, the fact remains that Enron has invested huge amounts of money toward its diversification effort,
and In addition to water and breadband the company has invested inta the steel and pulp and paper sectors as
well, Thus, several questions remain at this juncture. Are the lesses reported in the third quarter only a temporary
satback far Enron that will clear the way for the company to reburn to a primary focus on it core business of
energy trading? Or, will the losses continue into the fourth quarter and 20027 Moving forward, will Enron once
again reshape its business model and eliminate the variows businesses to which investors have reacted less than
favorably? Only time will tell as the industry continues to watch the developments at Enron, which is clearly a
company in the midst of another wave of change.

An archive list of previous Issuedlerts is available at
www.scientech.com

We encowrage our readers to contact us with their comments. We leok forward to hearing from you. Nancy
Spring

Reach thousands of utility analysts and decision makers every day. Your company can schedule a
sponsorship of IssueAlert by contacting Jane Pelz . Advertising opportunities are also avallable an our

Website.

Our staff is comprised of leading energy experts with diverse backgrounds in utility generation, transmission
& distribution, retail markets, new technologles, I/ T, renewable energy, requlatory affairs, community
relations and international issues. Contact consulting@sclentech.com or call Mancy Spring at 1-505-244-
7613,

SCIENTECH is pleased to provide you with your free, daily IssueAlert. Let us know if we can help you with
in-depth analyses or any other SCIENTECH information products, If you would like to refer a colleague to
receive our free, daily Issuedlerts, please reply to this e-mall and include their full name and e-mail
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address or register directly on our site.

If you no longer wish to receive this daily e-mail, and you are currently a registered subscriber to Issuedlert
wia SCIEMTECH's website, please visit Rttp://secure. scientech com/account to unsubscribe. Otherwise,
please send an e-mall to to Issuedlert, with "Delete 1A Subscription® In the subject line.

SCIENTECH's Issuedlerts™™ are compiled based on the independent analysis of SCIENTECH consultants.
The apinians expressed (n SCIENTECH's Issuedlerts are not intended [o pregict inancial performance of
companies discussed, or to be the basis for investment decisions of any kind. SCIENTECH's sole purpose in
publisking its Issuedierts is to aoffer an independent perspective regarding the key events occurring in the
energy industry, based on its long-standing reputation as an expert on energy issues.

Copyright 2001, SCIENTECH, Inc, Alf rights reserved.
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Enron Update:
Sagging Stock Price, LO
Increased Earnings s ——
Continue to Fuel Takeover THE STRUCTURE

GROUP

Speculation

By Will McNamara

Director, Electric Industry Analysis S\Eﬁ

[Mews item from Assaciated Press] Troubled Enron Corp.
{NYSE: ENE)} said it has secured %1 billion in new financing,
using its natural-gas and plpeline assets as collateral. But its
stock price took another dive after rising a day earlier on
takeover speculation. In afternoon trading Nov. 1 on the New
yark Stock Exchange, Enren shares were down 9.3 percent,
or $1.29 a share, at §12.61.

Analysis: Like many following this ongoing story, [ have
been closely tracking the plummet of Enron's steck since the
Oct, 16 releaze of the company's 30 financial report, in which
a $638-million loss was identified, Since that time, Enron’s
stature on Wall Street has literally fluctuated by the howr,
bumping up or down depending on the latest news report or
rumor circulating across the Web. The company’s financial
problems have been well documented, along with the new
Sacurities and Exchange Commisgion (SEC) probe into
Enron's financial deals involving its just-dismissed chief - 4
financial officer. For background Infarmation on this case and the factors that led to
Enron's current maladies, please review my 10/22/01 IssueAlert, available at
wyew, scientech.com/frcl, In this article, T will facus exclusively on the rew reports
that put Enron in the unprecedented spot of being a possible takeover target.
Ironically, the very mention of Enron as a takeover target would have seemed
ludicrous last year at this time, when the company's stock had just passed a 52-
week peak of nearly $90 in August 2001. As of early morning trading on Nov. 2,
Enron shares were priced at $11.05, illustrating just how low the company has

sunk over the last year and how quickly the positions along the energy Industry's
playing field can change,

There are three factors that, when taken together, put Enron in a vulnerable 0 2'7
position for takeover efforts. These three factors are a sagging stock price,
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comparatively solid revenue streams and a solid position in the energy trading
space. The first point is obvious; as Enron's share price has hit a nine-year low and
dropped by half in just one week, it Is natural that other companies on the prowl
for lucrative acquisitions would begin to hover around the company. Enron shares
have dropped dramatically, and the company's stock Is now trading at close Lo
value. The other two factors | mentioned may need some further elaboration.
Despite the $638-millicn loss in the third quarter from businesses such as
broadband and water, Enron’s core energy trading business posted a 26-percent
increase in recurring earnings in the same guarter. Thus, the core trading business
is basically in good shape and remains a strong cash generator. In addition, despite
the recent turmoil, Enron remains the largest natural-gas and powaer trader in the
United States, and thus is an attractive target for other companies operating in the
same space, Further supporting this point, most reports indicate that Enron is a
principal in one-quarter of all electricity and natural-gas trades in the United

There are three companies that keep appearing on a short list of potential buyers in
an Enron takeover. T think it is impaortant to discuss the individual objectives of
these companies and the factors that may lead them to pursue a purchase of
Enron. The three companies most often mentioned are Roval Dutch Shell, Berkshire
Hathaway and GE Capital. In addition, a small number of European companies such
as Germany's E.ON and England's Powergen have also been mentloned. At present,
all the companies named have neither denied nor confirmed their involvement in a
possible Enrom takeover.

Of all these names, Royal Dutch Shell, the number twao energy firm in the world,
has been perceived as the top contender. The potential connection may have some
legitimacy. First, Royal Dutch Shell |s the parent company ta wholly owned
subsidiary Shell Qil, under which Shell Energy Services is a wholesale and retail
marketing subsidiary. Shell Energy Services, which is based in Houston, had made
previcus penetrations into the retail electricity markets of Texas and Ohio, but
recently withdrew fram both states to focus more exclusively on wholesale power
transactions. Thus, Shell’s focus on the wholesale market through Shell Energy
Services would make for a nice synergy with Enron's prominent position in the
wholesale trading space. Further, Shell had unsuccessfully tried on its own to be
invohvad in the merchant energy business, and thus an acguisition of Enron, the
dominant player in the energy trading space and an established energy franchise,
would be on par with the company's strategy. Other reports have Indicated that
Shell had previously looked at a possible Enron buy, even before the company
began to experience financigl instability. Financing the deal would not be a problem
for Shell, as Enron's current market capitalization is around $11 billion and Shell
would probably not have to offer 2 huge premium for the company.

Berkshire Hathaway, founded by multi-billionaire Warren Buffett, is another
company with deep pockets and a potential synergy with Enran. Berkshire
Hathaway penetrated the energy industry with a $9-billion purchase of Des Moines,
Iowa-based Midamerican Energy Company, giving the company a 75-parcent
ownership in the largest utility in lowa, which is strategically located im the middle
of several major markets In the Midwest. Buffett, who previously invested in non-
energy companies such as American Express and Coca-Cola, has been drawn to the
energy space due to deregulation opportunities, Berkshire Hathaway's acquisitions
fit a pattern that Buffett created: They are well-managed companies that sell a
tangible product and have strong growth potential over the long term. MidAmerican
Energy arguably fit that template due to its history as an integrated utility. Enron,
which is far more difficult to define, may ultimately prove to be too abstract a
company for Berkshire Hathaway's Lastes,

As discussed in yesterday's IssueAlert, GE Capital has been increasing its holdings 0 2 74 3
in the energy landscape lately due to its affiliation with Trans-Elect, a private
company that is actively pursuing the transmission assels sold by utilities. Trans-
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Elect and GE Capital are in the process of purchasing the transmission assebs of
CMS Energy Corp. GE's role in the CMS deal is not entirely clear, but it appears that
the company Is participating mostly as a financial backer, although they have
downplayed the significance of their relationship, Trans-Elect has clearly received
financlal backing from GE. In fact, the Structured Finance Group of GE Capital
Services awns @ minority Interest in Trans-Elect (the size of the investment has not
been disclosed). Note that GE Structured Finance Group has many investmeants in
other energy companies, including The New Power Campany, Enermetrix, Beacon
Pawer, and Plug Power (to name just a few). I don't see the synergies batween GE
Capital and Enron as much as with Shell or Berkshire Hathaway. However, if GE
Capital Is atternpting to simply increase its investments im the lucrative energy
business without any invalvement In the operational aspects of the businass, then
this partnership could be considered viable. GE's own microturbine business has
slowed somewhat, 50 the advantage of gaining Enron's whalesale business from a
marketing perspective may also be a driver in this possible play. In addition; a
recent report in Business Standard indicated that General Electric plans to increase
its investment in India to about $800 million over the next three years with
increased investments in the infotech sector and GE Capital Services. OFf course,
Enron is still invaolved in the India energy market due to its traubled Dabhol Power,
which oversees a power centract in India.

The European companies such as Enel and E.ON may turn out to be credible
prospects, as companies across the Continent continue to seek merger and
acquisition opportunities in the United States, across generation and transmission
secters In particular. E.ON is still in the process of purchasing the United Kingdam's
Powergen, S0 It may be tied up In regulatory proceedings that would preclude an
additlonal acquisition. Mo word has emerged that may support or refute rumaors
about a takeover from Enel.

Enron's stock price has oscillated wildly since its 3Q financial report was released in
mid-Octaber, The allegedly non-recurring losses in non-core businesses, and their
potential impact on the basically strong core business of natural-gas and pawer
trading, coalesced with previous concerns about the geparture of Jeffrey Skilling as
Enron's CEQ and sent the company’'s stock on a downward splral (falling an
approximate 54 percent in just seven days). Enron shares hit a nine-year low on
Oct. 30 and then bounced up about 25 percent on the following day. The surprising
upswing occurred when Enron announced that it had secured $1 billion in fresh
credit lines from investors such as 1.P. Morgan Chase & Co. and Salomon Smith
Barney, Inc, that it planned to use partly to supplement short-tarm liguidity and
refinance maturing obligations, However, at the same time, what had started as an
infarmal inguiry by the SEC officially became a full-scale Investigation, which thus
far has served as a brick wall against any further Increases in Enron's stock price.
The identification of the SEC probe as a full-scale investigation is significant
because it gives regulators the right to subpoena Enron company documents, which
has been a paint of contention for some time among investors who claim that
Enron has not been completely fortheceming about its practices.

The Enron questions of the moment are: How much further can the company's
stock fall before Enron's business model is significantly restructured? Will Enron
incur additional losses beyond the allegedly non-recurring losses it claimed in the
third quarter? Will Enron remain a takeover target, and if so which company would
be likely to make a bid for the company? What will be the outcome of the SEC
investigation and potential credit downgrades from agencies such as Moody's?

Same of these questions are iImpossible to answer at this juncture, without the

benefit of a crystal ball. Ciearly, the eudden lack of investor confidence in Enron has

rattled the company's executives, which undoubtedly prompted the ousting of its ﬂ 2 744
former CFO. T would think that this lack of confidence would also lead Enron ta

consider fundamental changes In its business model. However, it may be too late to
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avert additional losses in non-core businesses such as broadband, water and retail,
into which Enron sunk large sums of capital but which have yet to produce
measurable returns.

If Enron's stock remains in the basement, takeover rumors will undoubtedly
continue. However, Enran is challenged at this point to undertake a substantial
madification of its business maodel, which may include the complete divestiture of
all of its non-core businesses outside of the energy trading core. IT a takeover were
to take place, it would probably oocur soon (while Enren's stock remains low and its
core business remains strong) and with @ buyer that seeks a large trading
operation and experience in risk management. None of the companies menlicned
as possible buyers at this time completely fall under this description, but given
Shell's strong interest in wholesale markets [ would contend that this potential
partnership makes the mast sense. However, any company that makes a serious
bid for Enran would have to be very risk tolerant, considering the engoing
uncertainty surrounding the company with regard to pending lawsuits and the SEC
Investigation.

In addition, it is significant that Enron is pursuing additional financing, which
indicates that the company intends to bolster its financial pesition and awvoid any
takeover attempts. Mevertheless, various credit rating agencies such as Moody's
are in the process of evaluating the company for potential credit downgrades. A
credit rating downgrade would raise Enron's cost of borrowing, which in turn could
eut inte the profitability of the company's business as a whole. The end result is
that, if Enran‘s financial position does not improve substantially In the near term, it
will remain in a very vulnerable position and a very real target for various takeover
Measuras.

An archive list of previous Issuedlert articles is available at
www.scientech.com

We encourage our readers to contact us with thelr comments. We look forward to
hearing from you. Nancy Spring

Reach thousands of utility analysts and decision makers every day. Your company
can schedule a sponsorship of Issuedlert by contacting Jane Pelz at
505,244.7650, Advertising opportunities are also available on our Website,

Dur staff is comprised of leading energy experts with diverse backgrounds in utility
generation, transmission & distribution, retail markets, new technologies, 1/T,
renewahle energy, requlatory affairs, community relations and international issues.
Contact consulting@scientech.com or call Nancy Spring at 505.244.7613.

SCIENTECH is pleased to provide you with your free, daily Issuedlert, Let us
knawe il we can help you with in-depth analyses or any other SCIENTECH
information products. If you would like to refer colleagues to receive our free, daily
Issuedlerts, please register directly on our site at

secure.scientech.com/issuealert. 0 2 74 5

If you no longer wish to receive this daily e-mail, and you are currently a registered
subscriber to Issuedlert via SCIENTECH's website, please visit
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http://secure.scientech.com/account/ to unsubscribe. Otherwise, please send an e-
mail to to IssueAlert, with "Delete [A Subscription” in the subject line.

SCIENTECH's Issuedlert’™ articles are compiled based on the independent
analysis of SCIENTECH consultants. The opinions expressed in SCIENTECH's
Issuedlert articles are not intended to predict fnanclal performarnce of companics
discussed, or to be the basis for investment decisions of any kind. SCIENTECH'S
sole purpose in publishing its Issuedlert articles is to offer an independent
perspective regarding the key events occurring in the energy industry, based on its
leng-standing reputation as an experl an energy is5LEs,

Copyright 2001, SCIENTECH, Inc. All ights reserved.
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Enron manages efficient. flexible networks to reliably deliver physical products at
predictabde prices. In 2000 Enron used its networks to delner a recor
armount of physical natural gas, electricity, bandwidth capacity and
other products. With our networks, we can significantly expand our

existing businesses while extending our services to new markets
with enormos patential for growth,

CONTENTS
1 FIRANCIAL HIGHLIGHTS
2 LETTER TO SHAREHOQLDERS

5 ENAON WHOLESALE SERVICES

14 ENMON ENERGY SERVICES

16 EHRGON BROADRAND STEVICES

10 ERAEON TRANSPORTATION SERVICES

20 FINAKMCLLL REVIEW

8% QLR VALIIES

54 BOWRD OF DEECTORS

56 EWACN CORPORATE POLICY CURPITILL
86 SHARFHOLETD INFORMATION

02748

01300000001357



FINANCIAL HIGHLIGHTS

L beenadingd: in miliong, gepspt o shane ds) frd i e ul 18 1998 1867 198
Rt pEraies 5004, TRS 40112 3 31,360 § 10,273 $13.288
Mt ingnms:
i aling ety 4 1,288 857 7121 615 3]
L s | st nag coemparakslivg 1287 B 5 14104 "
Total H = 273 Hi) T 105 ]

Esimiigs per diluled comimon shane

Ciperoting rowsdis E4 1.47 1.1 .00 o0& L
L impasling cormparalelily {0.35) [ =5 01 10.77%} nar
Tt isd & 112 1. m 0,76 106
Divedends paid por comimaon thare 5 o.s0 050 O4E 0.4g 043
Tulal assinls & B5,603 13,380 oL E] £ ILAER

Cash from operating sotivities
[2wdisding working capital) £ 3010 1.3 1.073 76 T42

Capital sxpendilunes and eguRly Fvestments 334 1.0 Lot PR 145

HNYSL price range

High 4 o ER ki b ] 22% 23
Lera TR | 19 P LR 1T %
Closo Decomber 31 [ 444 i 20", Pl

e 1]
@57
LR |
ma |
el o i
Tl ]
T B
EIEET TN i

% mrelom)

EEVEMLIES [T EATING ETSUILTR

TATE%

02749

EEe 15%
o @ W
57 Dnron SEF  Dwon SR  Enrcn

51
Trve mam

ELMALILATINE T0THL ICTURM
[y Ducemier 11, 0]

01300000001358

TRACH AW Ll [T a0

—



oty B s i, BT

Puk

TO OUR SHAREHOLDERS

Erwor’s performance in 2000 was & success by any maasive, a8 W conbinued (o

outdistence the

competition

and sofidly our leadership im each of ow maior bUsNesses. In aur langest Business.
wholesale services, we expenanced an enanmous increase aff 55 porcent i physical
energy deliveries. Ouwr retall enengy Dusiness achieved its highest level ever of (o0&
contract valse, Our newest business, brosdband services, significantly acceleratea
transaction activity, and our oldest busingss, the interstale pipdlines, FeQIsterao
ncreased earmings. The company’s net income reached a record $1.3 bitkar: iy 2000

Erwcin Pk bailt unioue and strong busmesses
that have tremendous apporiunities For growth
Thiess busireses — wholesake servoes, ratail enengy
sereices, broadband servieas and transportation
sergices — an be signaficantly expanded within
their wery large existing markels and axtanded
1 e markats with enormaous growth potential
AL B rinimum, wa see our market opportunitises
company-wide tripling aver the next flve yoers

Erfoe 15 Lasar-focusan on cannings per shanm,
and we eapect b condEnue Srang @armings par-
Tarmance, We wil lpverage our extersive Dusiness
netwnris, market knowledge and logistical axper-
teme to producs high-walug bundled products for an
Increasing numiber af glolal Cusiomars.
Competative Advant ages

Our targeted markels e vary [arga and are
vridergairdg fundamental changes, Energy denegu-
latiom amd Eoeralizaton continue, and customers
are driving demand for reliabde delivery afl energs
at pradictable prices. Mary markats are exporisng.
iny tighter supoly. higher pricss and ingranisd
volatility, and thers is incransing nterdependence
veithini rogeons and across sammadities. Similarly
the broadizand indistry faces lssucs of overcapacity
anid capital corstraint ewen as demand indreases for

Fasaeer, flaaibile and mare reliable conmectivily, Efvan
5 in & unigue position 1o prowde the procucts arxd
services nesded In these ervronments. Dur size,
mperience and skills g LS BMOMMIoLS competit e
advantoges. We have
s Hotust rerbesorka of siralegic assels that we awn
ar have contractual access to, which Qive us
graater floxiility and speed Lo reliably delivar
wyiderspread Iogitcal salutions.
= Ungaralleled hquidity and market-making ablities
tnat ressull in price Bred senvics adva ntages.
= R management sills that &rabia s 1o offar
reliable prioes a5 well a5 rediabla dalivery
= Inmgyative tachnobogy such as Enronnline o
el e’ Prodicts ardd senioes rasily 2t the lowest
possible cost
Thess capabilities enable us to provide highe
value products and scraices other wholesals servica
providars cannat, W can take the physical compo-
rents And repackage thom o sk the specific neads
of fusiamers. Wa treat term, price and celivery as
wariables that are blended into 8 Singha, comgre-
hemive salution. Ow technobogy and fulfillment
systoms ensure execution. 0 cunent markat envi-
rareTsanis, thasa abilities make Erron the right
company with the right madel ar the right time
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The Astonshing Success of EnronOnline

In late 1995 we extenced our suctessful busi
meis miadel 1o & web-based system, EnfealniEne.
Enroniinline has broase ned our market reach,
apcelerated our business activity and enabled ws
1 seali o BUsingss Deynnd pur msn auectatons
By the end af 2000, Enrondnline had eceouted
548, 00} traansactions with & naotional value of 5336
Gallicn, and it B now he workd's langest web-Dased
eLomresnce sy cim.

With Ereonlnlineg, we ang reaching a greater
numibier of customaers more quickdy and 2t a lower
cost than ewer. RS a great new busmess generator.
BrIraCting users wio arg degvm Dy The site’s aasa of
e, brareparent, firm prices and the fact thet they

are rarmacting directly with Enrom, In 2000 G
total physical walumes increased significant!y o5 o
direct result of ErronDinlng.

EmnronDnding has snabled us (o scaky quickly

soundly and economically Since i intraducbion,
Enreninling has expanded to Incude morne than
1,20 of aud pradducts, I alda hias irasmdined o
back-pifice processes, making our entire operation
mare elficay, L has cedoisd our oeerall ransection
rosts by 75 parcent and inreased the productivity
of our commercial weam by Mive-Tald on average.
Wa are mal siatng still wath this important new
busingss 1oal — in Septambar 2000 wa relaased
ErranCnlire 2.0, which added ewen mone cLsiomer
functionality and customization festures and
attracied mone cuskomesrs
Erron Wholesale Services

Thee wholessle services business celivered
record ghysical volismes of 51,7 thllion British
thermal units equsalent per day (TBEue!d) in 2004,
compared 1o 324 TEoue'd in 1989, As & resln,

wholesale services income before interest, minority
imtereaty and taxes {(IMT) increased 72 percert 1o 523
Dallicr. Chear Cha pest Trod years, as pl'r;ﬁn:al WL
hawe increased, wholesabe (BT has grown at 2 com
pounded seersge snnual rate of 48 pescend, and we
hawm Mad 20 comecutive quarters of year-ower-yoar
gronth, We hawe established core whalesale busi-
neases in both netural gas and power in Raorth
AMerica and Eurgpe, wWhers we ane marsat |eadors

In Mlorth fumerica, we dellver almost double
e aredung of natucal gas and esectricty than tha
socond ther of competitors. Our netwoark af 2,500
deliveery points provedes price advantapes, Mexibility
and §peec-1o-markat in bath natural gas and poser
Matural gas, our mast developed busiress, b seen
i Etanbial woduimg Qrosti throwag Peaurt [he Linitad
Srafes and Conada, In 2000 aur prosicsl retural gas
Wnlumes wWere up 77 percert to 24.7 ballon cubic feet
par day Blid], PRysical Dosar Woluemes WwWai Lk 52
percenit to 579 millian megawatt-hours VR,

Wi are buibding a similarn, large natwork in
Europe. In 2000 we marketed 3.6 BefTd of natural gas
and 53 million BT&h in this markat. 8 vas indrease
over THHE. As markots apan, o CNaciushy pursae
thi difficult, early deals that bresk growd for
sulsAOuANT Dusingss. W are tha cnly pan-Suropaean

player, and we are aptimizng our scvantage (o
comcluch Gross B LA liong,

W are extending Envon's prosen business
appraach 1o othar markats, and intagrating
ErvonDnline nto all our businessss gy an scoalars.
bow, Oir grosssth eates & rising n araas sach a5
mietals, Torest products, weather derivatives and coal
W xpaect thiss Businessss to condribaita (o samings
eunn mare sgnificantly in 2001,

Enron Energy Services

Cur retaill unil & 8 tremendous business that
pxperienced o Dregk-oul year in 200K, Wa signed
confrack vwith a sl valus of 3161 billions &F sus-
toenars fuburs energy pependitures, almost double
the $0.5 billion signed in 1899 We recdrded incress-
ing positive eamings imall four quarters in 2000, and
the busiress gererated $100 rillian of recuring 1BIT.
Erercry Al TRcilities managament ausourcing
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oy 8 provin COrdepD, A W e 23aie ) S|
profitabla deal flow, which inclsdes aatensions of
sonkracts by ey existing customers. Price wolatility
im arargy markets has draven fresh SULBMEON TO our
capabilities, moreasing dermand Tor our services Ho
piher prosdder has the skill, esperienca. depth and
worsatility 1o offer DOTh energy commooity 4
price risk mamagermenl Services. a5 wall as enengy
assal management and capital solutions. In 2007
wi pupech o close approdimately 330 billiom in
e Lokl comtract value, including Business TTom
our neswest markel, Europs
Eriica Bromdband Services

Wi have created & mew marked Tor bandwidih
inbermediation wath Enron Broadband Services. In
00w comipleted 321 Iransactions with 45 coun

ot
o a

WHOLESRIE SERVICEE - PEIVRCAL WOLARALS
(L3 Brithh thadeal unidy sguran and pee digl

terpartios. W ane expanding our broadband inber-
mediation capabilises [0 induide a brosd range af
rebvwork sarvices, such as dark Tiber, cirtuits InTernet
Protooed servicg And data storage. Our opparunilies
ang Increasing commesnsuralely

Part of The waius we bring to the broacoand
Fiald & metwork connectivity — proviging the
i ches, the network intefligence and Lhe inter-
madiation skills to enalde Ll efficient axchange
of capacity bevwasn independent netwarks We
cparate 25 pooling points to connect independent
third-partses — 1R in thie United States. sizin
Furopa and one in Jagan. AL least 10 more are
ichadiilad to be comalated m 2001,

Errgn adso has developed & compeiling
commarical modal 1o dellver pramiom aatent-on-
drmand services vig Uhe Enrgn Intglligent Moebwark.
Cantanl providors want to extend their estabilishad

bmigimassas and offer viewsers at home anoadditicnal
coreEnEend way U ehadss and recaive entartain-
e, Eringn prowickes the wholesale logistical sendces
that bridge the gap Deteean content proviboens and
last-rile disbributors, Fulllength movies-co-demand
service had Been suceessfully testad In four L
e nopelian markats.
Enron Transpartation Servioes

The new name o our gas pipeing group acod
rately reflecs o miltural shift to add maore Innoealnng
oustomer seraces W our efficient pipeling operation
T sarve U CLstomens mare effedtively, we ara
increasingly mcorporating the waeb into those relas
ticemsitips. Customers can go online to schediibe romi-
mariors and handie inguirsss, snd Lsry can ransact
fior availatle capacity on EnronQnkne. The pipelines

.1
as | |
o B

p | 1
!.I.l. | |
e L] L

ERROR ERERGE SERACES -
WALUE OF CORTRALTS DRIGIHATED
i i bellizra)

continued to prondde §reng eanmings and cash flow
A PO Demand for nabwral gas ® a0 a high inthe
United Stabes, and we're adding capacity to take
pfuantage of exparsan cppamunlics 0 all markeis
Niww Gapacly i sipporied by long-tern Comracts
Stromg Returns

Emran is intraasing earmengs per shang and
tantinueng ur SINGnG reaurms o shareholoers.
Repurring @armings por share have incregsad
staadily since 1997 and wirg up 25 percent in
2000, The compary’s tatal return [o snarehalders
wirs 3% peroent TR, |,:r.n'||'mrnr.| with & regﬂ =
& percenl fetumad by the SEPF 500, The 10-year
return Ba Enron shareholders was 1,415 paroent
cosmpares] with 383 parcant for the SEP SO0

Ermon hardly reddihlas Thie company we were
i1 U parly days. During our 13-year historg we hove
stretchied owrselvas Beyond our own expectations
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Wip hawe metamarphosed from an assei-based
pipaline and posser grmeraling company (o2
marketivg and egisties company whase biggest
aEsalE A M5 winll-pstahlished bussnes approach
and its innowative pesole.

Our performantce and capabaiies LN Nl oe
sorpaned 1o @ traditsonal energy pser group. Lur
FESLIITE it us in the top ther of the workls corpora-
tions. Wi have a praven business concapt that 15
erninerthy scalakble in our palsting businesses ard
adaptable enough 19 exend To nevw markess.

As erengy markats cantinue their Lransfonmma-
ticn, and nar-cnergy markals gevalop, we are
presed Lo capture o good share of the endrmous

apporiunities they represent. We Dolisve wholesale
gas and powes in Norh America, Europe and fapan

me M

151 ‘ |
|

|

3% = o

TRROM TRARSPORTATION SERACES
REROETED INCOME REPDET INTERIST AND fAXES
% in el

wiill grive from & 660 Dillicn market Gday [0 &8
$1.7 trillion marked ower thi nest sasaral years.
Ratail energy serdces in the United States and
Eurgps hawe the potential to groe fingm 5180 billion
todday Lo 765 Billkon in the not-so-disant fuaure
Broadband's prospectine globsl growih & huge
it shadl mcraera from just 817 billion today o
£1.4 trillon within five yaers

Taken togethor, these markals present a 335
willion opportunity for Enron, ard we hase just
seratched the surface. Add o that the other big
marksls wa AFE pLEsUIng — forest products. metals,
whenl, coal and air-amisslong cradits — and the
cpportunity rises by $830 billion b reach nearly
54.7 wrillion

Cur talented people. global presence. Tinan-
cal strength and masshae market el e g
graated gur sustamable and unque DUSINETIEE

EnronOnling will aecalerate their growtn. We plan
to leeerage All of these competitive sdvanLages o
craate sagnificant value for our shanaholdars

%MJ 7 :-f{,-f

Hermeth L. Lay

Chairman
7 ;
i}% £ 4@%‘_‘?
i E
laftrey K. Skilling

Presadent and
Chisl Fapcutive Q8o

TR0 EAMIWICTH TRAN S RCTIONS
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Wien cosfomen: oo butinass wath
Enran, they ool oor comemTment i -
Aby e thak proviie? a1 peedicralie
e, rgaaiess ol fe manket conaiion

Tl commiment i porsitie bacsuse
aff Eoron's wwrivaien accass b makals
and® oy, B manige Denb'e oot
wirks with thovsands of cedvery pants
i U uiipde ophons amd' 2 cisting?
SETRICT Advaniage,

Dur anfemve davy mavied actialy
Ke&ps g o dog of pnce MowEmeEnls, 50
W CAN ANADE (MY LLEROVREYS " (AR rEE
W i @ il of predicfable prcs
iy aptions,

Iarial access syl MWEMEtAoN o
Enog g0 Seie comprheeive foginical
SieAans Lhai weonk in wodahlke markers
0 markeds andergoiTy funcamestai
cRanges, such &% endrgy and broadiand

This cord Exqaheay copahiudy s fo

Lo Lollemes aive 0o wilolisals oeofis
e e ample opporfonities for further
FONATEE QrOWTY 0SS And new M-
hds. Fregn s by no ey 2t onp
CONSIAM 7 A0 Mefessingly complar and
compefitive worid.

i basl pear s i SN Becassa pisi.

N Volotile
Moarkets,

EVERYTHING CHANGES BUT US :

Enrow blends these r'?w algrmants legetfer
to daliver premmium kogistical selutiors.
S 2
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mmmmEE————————— i .’tm“ Markel mrﬂh
= Brran samages me hie rertaores
of meseds, conlracts snd et That
el st cnrealed Iqudiy
‘._E- » Linptity alkzws ENron 1o mows prosucts
e N anc o of Markals 50 il (3N MEsmian
iR oppru ity and margis.
G e B 4 beoed kil s
o Erron milably ssenubes comiads
'ﬂhu._. T T 1 B i
(R S

i Mrlnuglwfdm

+ Informearlion grstems qu
rial-time informatmon.

= Enron0nline ehénds. Eangn’s Jeadh 1o
incraase volumes. anv markel shard

« Ereoey sopiisticaind symiems iack
e, reynled i 3nd monior

" Knawludgnable Priceg

o’ "

P+ Enrom's marke activity capenes masie

i il

P aeounts of pricing information
R » Pricing information helze, Efncn éfadiely
or Mianaige its cusbomens’ prce risk

B3 usn

i-l-i' = Erron aliowes rustomens 1o chooss e

Eiy nprenal iy 10 58 # predciabic

L L e TGE R i T e

A ||£li I|:||| Msm

'.!'-l:.lhhl-u Fulfillment

transaction oosts.
= Enisting) spsians scaie readly 2

WOl LTS inTas

sprad business

protig Enimn

R ———

=

price.

- BB

= Ersennling miegraies seambsly wlo
el rwery Bl (it sysbanms, redudng

« Stneedarcized legal and tax conmpliancs

= Sysiemalic nsk ammsment and Sonirel

—
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ENRON WHOLESALE SERVICES

Wiholesala sarvices 5 Ereon's largest and Tistest
groseding Dusingss, with sustainable growin oppor-
tunities in each of it markets, In 2000 income before
interest, minority interests and taxes (AIT) rose 72
parcant to $2.3 billion, with recond physiol enengy
wodumas of 51,7 wrillian British tharmal unils eguiv-
alent per day (TBuekd) — a %9 percent increase
e 10594,

For tha past five yeans, whobeals servios
marnings have grown at an average compounded
grawth rate of 48 peroent annually, 2nd cur com-
PR BoSition i§ growsng sEronger Cuslamens
ransach with Enren because we olfer products and
services few athers can makch. 'With our flexibie
netesorks and unigue capabilities in risk manage:
:lTiiﬂt and finance, wa daliver the widest randga af
raliable kgistical solutions a1 prédiclalie prices.

i Enron delivers more than two times the nagural
gas and poeer YORSMEs & 0005 IS Mearasl enangy
imarketing competitor. Our formicable lead comes
fram our willingness 1o entar markets early and
sare BS @ markel-makes o build liquidity and pricg
trarsparency. Breakthrough technoiogy applicatsans,
such as Enronlinéng, accelerata cur market panetra-
tian. Thase tompatitive sdvantages hise mada us
L e T R Brergy kel in Tha Tao
largest derequitsting enermy markeds, Morth America
and Eurcpa. We aupect to achlave a similar keadar-
Ship posithon as we axtend our business approsch
Lo ne reggeons, products and ndustries.

! Dur business. s fourished with EntorCinling,
Lausehid ir November 19689, EnrenOaling handlad
S4B 00 transactions in 2000 with a gross notiorad
;IMILH of $33E billlon. Enrandnling s unquestionably
thas liar et woeehr-bunsesed eCammeroe site in the word
and dwarfs all other energy marketing web stes
pombingd. By tha fourth quarter of 2000, A atoount-
ol for alemost half of Evroms transactions auar all
Iowisiress wniits. ErnarDnling has pushed productivity
through the roof: Transactions per commartial persan
Fess va 3,004 in 2000 freem 672 in 1099, EnranQine
Wewson 20, launched i Septemier 2000, has attract-
ke mare usars with its additional furctionality (sea
"Enraronling” nest pegel.

Erwon Narth America

In Morth America, Enron’s physical natural gas
walumes increased 1T pereent to 24,7 ballion oubic
Teat par day (Boftd) in 2000 from 13,9 Bofid in 1998,
Power deliveries moeased 52 perosnt ta 578 millian
megawatt-hours (WWH) from 381 millicn BWhH the
i Lasfiore

EnronDnling has Been & runsway susciss in
Morth fmerica. it acoounted for T4 percent of
Morth fomerican volume transacted m 2000, and

crasled lguadity on B scele rever woen before Risa
dynamic Dusirgss acceloralon I teok nealy 8
decade for Enron’s daily gas transactions to reach
1348 Bef i 1995, Just 12 months later. EnrorCnbine
hag hedpad 1o practically double daily ransactaons
Lo 24.7 Bl

EnronCnline magnifies the sucoes of our
paisting business, which springs from the scale and
seope of our established networks, We toudh more
parts of Morth America’s energy system than any
eaner marchant, with acoess 1o upeards of 3,500
ditinet delresry poants each day. The wideipread
delivery apticns and paossbilities of our network
give s & prico and soriee advantage. Our netwsarks
and presenca in natiomside anergy markeis alsa
anable i Lo chplurd ard diftriule irdsdive amounls
of nformanign phout real-tirme mearat sLpply ard
demand, grid constraints and battioneocks. When
thiz market Mmoves, we ane able 10 conouct business
while competitars are still fact-finding.

Our peaple aiso make a differcnoe. We are
alle o allrsct the best and the brightest ard place
them in an entreprencurial atmospbene in which
thay can thrive, With cur mteiactual capetal, we
cheplogs praium high-margin soroctured produets
that drave an our bguidity ard markst knowledge.
& good ccample s the gas-marketing-serdoes hub
in Chicago we launched with People's Encrgy in
harch 2. Known as Endvate, This seniung opti-
mizes People’s 30 el a year of Chicago-ares sorage
canacity and redated trarspartation. it played a role
im incraasing our Qas solumses in e centrald Linited
Statos by 156 percent, the largest inorease in our
200 Morth American physical volumes.

We continually st the necessingy of adding
oF DA asse Ly in @ regpon. Somelires iL s b
AXPENEIvE 10 oW an asset than to replicate the
agsat in tha marked throwgh conbracting and mar-
ket-making. We are developing generation plants
to seil merchant possor Lo hegh-demand markets,
inchading proposad facilities in Californda, Flosida,
Texas, Lowsiana and Georgia. But as liguidity
incregees, ARsAL crersnip may na langer ba neces-
sary. Wa plan 1o sl Houston Pips Ling Company,
and Louisiana Besources Compary is now held by
Bricgedine Holdings, L.P. a joint venture inwhich
Enron retains an mberest. Addisarsily, in the second
quartar of 2001 we fxpect o clese the sale of flve
of the sis elecdricly peaking generalion unils in
operation. The result is the same carnings power
with bess irvested capital.

Mexioa’s move Loward liberalizing s energy
markets showld gain intensity and spessd with its
NI QUMMM ENt, INoreased cross-border BERCIrnTY
trarsacions etaeen Mesco and the Unibed Sistes
s inesitable. Dur activities i BMexioo seek to
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o@Etimize both the Meeican algconicity market and
crogs-bordes activity beteeen the twa countries,

Enron also s active in South America, wihere
we own and develdp assats 1o help create an
BARFITY METAITH
Emrnn Euroge

Wi gra rapidiy extending Effon's market-
making appriaach inte the deregulating Eurapesn
markets, focusirg on the UK., the Continent and
thiz Mordic reglon. The Contings & sl in the aarly
siagen of libaralizateon. Although 1he Eurgpaan
Uninri has mandated |iberalization of the power and
nlural gas markets, each SoURLTy B responding at
its o pace. Thi welosity ¢F rArsactors & nsng on
the Cortinent, howsever, nd ERron aopects to rase
the level of liguidity 1o make the markets work

Cur bumaness throwjhoul BEurope | growing
rapithy. Matural gas and power volumes mone than
doubded to 103 trillian British tharmal units egus-
alent per day (TEtwald] 0 2000 from 4.1 TRuedd =
1900, W enjoy severad competitive adeantagas in
Eurgps: Wa ane the only pen-Eurcpean plager: we
have & praven bisiness strategy: we entered tha
miarket aarly o build a presencd; and wa have
attracted & Lalented and skilbed local workforee,

Dwir erpss-barder capabilities a0 Datoming
mereaingly impartart as markets irlercon e
LLE. gag can now be transported 1o Balgiuem, and
subsequently 1o the rast of the Continent. givirg us
thi gppartunity to devalop innouative transactsons
on both sides of Lhi bordarn, Tha rasulting incresades
in prico volatsity has rearty doubibed UK, gas prices,
wihiich, alamg with rmoe walatile alecincity prces
alaad, has significantly improsesd demand for the
LLK. risk mamagement products wie offer, both noe
and gvar the lang tenm.

Just z in Morth Amedies, Enrondnline i
incredsing Ernngn’s reach and walurses in Eureps
and iz a prime driver of liguidity. Its smple can:
tracts, multi-cumency capabilities, Wransparent and
compiatitive prices and cady accessibility have wen
Enrardnling rapid scooptance.

Im the LLE., porsed and gas volumes mons than
deublen, with power rising to 113 millsen MW in
FO00, arwd gas woluirss clinbing 119 perment 10 reach
3.2 Befiol Several markel fadlons are laly to create
mare business Tor w The UK s New Electricty
Trading Agresments, wihich reglate The saisting
LK. power pod, are scheduled to b impamsntaed
bry Uhwe seconad quarier of 2000, The agiaermiims
weill reswt in increased price volatibtg and Erran
is wall-positioned to help cuslamers manags this
risk. Adnitionally, keser posel proes ane shrnking
prafit marging for LK. merchant power plants.
which imcreasingly reed Lo turs to market inters

radiaries such as Enron to hedge thair fuel and
o [PriDRs.

Cin thee Continsnl, Ou powaT wHumes
imerepsadd o S0 mdlllon AW n 2000 from 7 million
BRI 1909 We are trarsacting at 3l magor
Uy Intarconnections, benefitng from cross-
biorder opporbunities. We closed o firstoover
wransaction in Franoe and are an active playar in
Germany and Switzerland. We are begirming o
partner with utilitses 1o offer comprehensive posl-
Tolio management ssvices. Such a5 our agreement
to purchase and deribune power joirly with Seis
Chypoeer AG, which contegds 1% percert of the
Swvins eladricily market.

Errpaldaliop sl verages Soron 's cove
AT making casabiliics. beseting bot por
rusiomey s and Encive. e wed-tased spsiem
ke T e b d buesieers wath Faon, iF
absy acceierates the grondh of Garan’s snshng
Ivrnaxied aid BCATRES quick ang' oifirissd
anry il sy MAKRLE

I Sgain, ehactricty demand s growing faster
than armpehere ebe in Europe, and there are bmel-
ed import and export capatbildies. Enron 14 respand-
ing to thiz oppariity by dessboping & 1,200
riegawatt plant in Barcoa, soulh of Seadlla, that
should ciose Tinancing in 2001

Continemtal gas liquicily is just starting o
increass, Cur volemes grev to 472 million cultic
feet por cay (MMctid) in 2000 from 53 MMcId in
1859, 'While the market 15 inits early stagens, Enon
has ranaged Lo incresse weekly transsctions from
abiout b B 100 over he tourks of a yoar. In
Cctaber we mitated the fest gas supply deal in
Garmary te tha local utilitkes of HeideSberg,
Tuebirgen and Barshaim, We also are delivesing
natural gas Lo some lange wsers in the Retherlands
and Franpe.
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i Wiz continue to sed records in Ghe Mo
region, wharn we are the larges] povwer markaisrn,
Eboctricity walumes mireased nearly 150 peroant
fl;n reach TT millicm BT in 2000 from 31 million
TWh in 19890 Enron’s Ol offse also is now

the basa of our Furopean weather risk manage-
érnr.-nl: busiress.

i A5 morg Mondic companies oulsourcs energy
supply and management, Enron’s produects ard sere-
Eim — inzluding advanced techmology applications
= are wagerly sought I December Enran ergered
it B peg-year portfolin management agresment
awith PR Kymmemana Corp,, one of the world's
largest forest products companies. Ervon will assist

CREPAILNTES to support our market-making activi-
ties, inchuding mside-thesfence ponaes eneration
Under corsideratscn ans 8 number of sites. which
may b fusied by ges, liguefied metural gas or coal
Enron Australia

Enran’s market-making ability has been sue-
ceEstully extended to Australia, whers Enign is 8
leadding provider of logistical solutions in the couwn-
try's power market. During 2000 we intraducsd
waaTher risk management. produds e the region,
offering termparalure-Dasen prodists for Sydnsy,
Melbourme, Hong Kong, Tokye and Osaks. The
Sydney office sk pronedes B sIralagic platform for
the gxtension af Enron's caal, metals &nd Broad-

e v s Al 1o sl as

Gt gricing For move Ban 1200 Errpn, whikch Meteaied FEMASSN  TUOREr infeTuine proces thaw- Frime L Draac T e
prochents a0 Femmndinion, i deid SEINRCEE g £uS rands of deals avd belp deonei amd Qo o B VETRgE OF 550 8
remasdous markel Dquidily omers. The gyarem s omabicaily manape marksl asd gt il Ad iy Eoronnhng's Movembesr
aftracis cesfomans and fomber daps fin Foron's soplvelicalod a5 3 el Baron masages sk T launich 13 an avevage of
incraases Envon’s velamas awd Iovmar-srada gralfiles 1o profecr nstaniznenasly sEen Jn dha mani T 500 & day by jpoar-aod S0,
marcal st Ervnt o sreat nish. ol markain. As Encoatnine erpansys proviets
anid woiuimies, Bwon's sralabie
Dck-aifoe Wil coniings 6o be

UPkA:-Eymmane in optimizing its Mordic poser por-

Tolio of approximately 14 Eerawatt Bouns
Enran Japan
! Errom lapam formally opened it Takyd offiss
iry Qetabssr 20000, JapAn Fepress nis Jm onormaous
opportunity: Ibs choctricity rates ane the highes n
the warld, arnd elecieciny corsumpian is second
only to the Uribed S0apes. We havad atbracoed op
ralent 1o develop whoksasa ard joint verune possi
hilitles, ard have nbroduced awr Tirst prouct far
large electricity users — 1Area- 10 Mva-year coniracts
that will reduce eleckrioty bills smemedialely by ud
o 10 pencent the first year, with the pessibllicy of
further recuctions in sutsequent yeans. Cur Tirt
conbracis wors siqrnd inoaarly 2007,

Throwigh joirt sentires with several lapanese
companies, Enron is agploring merchant plant

@ COMpETve Sdeaniape.

band businessis, & well a8 providing suppart for
Erwran's aperations in the Asia-Pacilic region,
Extending Lo Neww Markats

Enron’s duratie business appraach, vl s
drivert O SUCERSS I the natural gas and elactricily
marikets, is cmencntly applicalie 1o Gl markats
and geagraghical regions, While we are remaining
focused on incressing eamings and opporbunities
ir Ay and powen wa alio ane satending Enron's
mathod 1o large, fragmerted industries and prod-
ucts, where intermediation can maka markets
mgire cfficient amd sesponsive [o GUSTOMar noeds.
e papect these mdny DUSINGESES Lo contribute to
gannings bn 20,

Eavan Marals was launched i July 2000 whien
Ernron acuired the world's leading mendhant of non-
ferrcals matalk. MG pic. Together, MG and Enron are
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A pownrTid team Enron'’s financal resowroes and
elommante abilities acd a new dmension bo MG
witiespraad physical merchant skills and eecelent
custormer relationships, Tho aarly rasLilts &g right on
target, with physical volumss up 31 parcent im 2000,
Enron Metals opens an additional goor Lo
largpe erengy custamens. Cominco Lid, a Zing pro-
ducer and an Enron Betals customss in Yancouver,
British Columbia. woarked with Earon 1o hall zing
production Tor sin weeks and sell its power into the
Nt veeslenn porsar markiet, whare it wins nesded
Erran North America pratected Comenoa by sbrs
Luring a fised-price s4ap to guarantae tha sale
price of the power, and Enron Metals armanged o

One Coal Contract
Covers All Logistics

Coal ntermecsation maved 1o 8 ey leendd in
2000, The inclustry b G radically afTactad by the
wiorbdwide deregulption of the slgctricity industry
Likn matural -gas-furled generstion, ooal-burning
generators reguine flexible eome and risk-manage-
franl prodection. Ereon 5 abie o provide unrivaled
Ipqistical supoort. Our coal business has led us to
paiCipane in sem and lend logistics as well.

Waather has never been better for us. Cur
weather risk management Busingss is up about
five:fold to 1.62% transactsons in 2000 from 321
brandscLions. e year Daforae, A% in all of ur mar-
kets, wa bring orass-commiadity cagrabilities W aur
wralher produits, For instance, we dosed a thros-

Tht process oF sourcing and delivening
cow ID & leciriody geEnevaliv i1 a oo
e [roonss, FOvu NS & sngis
SOMprEhOTEVE SIMGON iy memage alt
ity v sk, whalbey Bl o i

sounCed SomeRically o abroad, by some
s, e e resiuces Lhe oo s

l’rﬂumm

SUPFLK RTSKT

Enven alloss generalvs
10 piraie codl aF feanbe
LA, Sl & fOAg-LETT
Firgel rilisd 0F & iarTiuy
i, Sugnly asd BeT wow
asdurind besasse Faros fas
SO I MATRM SOUTeE
all mwiv U glotie. Frivan b

ﬂmmm ATERE I.r-um.m ALEEY

ArigoeTing! poal draels Oy e
A5 \ae, AT dhe SenEETeT

maies agch arange-
mend rararataly and basrr
i i I DAIDES o7 CADAONY

Like au, vmypenied ooal ic
dangemnatid by U5 dokary
A finhiey panivaior, Rowiwr,
ooty pieciricity peymants
iy poiedy iraring. Wl
mpvepnaie, Frepn nchedas
EATENCE bedigas m #E G
racis I protac! el osen if
e vl of Lhe pouns doogs
agEiTr Ao e

sos! of oo by & much a8 13 pevoent

supply & partion of tha 2inc required o fulfal
Cominco'’s obilgations. Cominaa’s prolit from tha
s | prceadied the annual profit iTmakes from
producing Hne.

Eraoe Craoht |5 @ nersy brusiness with strong mar
kel polential. Enron has leseraged its intesrnal ik
Management processes and systers b cheate & feal-
Lirrie, apisiirbont- D d @nilire rodit auvaliation systam
Thez idza is simples Existing credit ratings s seofing
meschandms are nol markel-besed and cannol
raspand in real tima W credt events, This mears

§ creditors must figure out their eredit rish exposure
on thisir owene Enron Credit posts the cast of credit

g a5 a @mple interest rate for mane than 10,000 com-

% parlies o it web sive, wandprromenedL oom, Enngn

i Credii, also gives corporations the abiity to heoge

K Vhusir crogd i vin 3-E|Er'lhl'hl'.'|[-tjl it

12

year precipitation ransaction that prosides finan-
cial pompaensation linked to natural gas prices il
precipitation falls below g pre-darermingd mini-
i, Tha waather unit workeso wilh Saveral othen
Erron grouns 1o wansfer Enron's rigk, witimately
transactang with 10 extermal Sompanies in Tnss
markats (narural gas, waather products and imsur-
arcel. The bundied end-product resalted in an
affectivs hados for the cusbomes.

Crumyg ail. We nenw awerage erude dediveries of
7.5 THrGeid (o 240 custamarg in 46 counirias. We
haes inkroduced the first-pver 2427 caommddity
marksl of & West Teaas Invanmadipie e product
on EnrgniDnline, allpwseng our customens ba respond
to marat-changing events at any time, day or
night. We alio corcluded our Bigoest phwysical jeq
Fusal comtract, providing 100,000 barmals for one
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yoar at the flexibo and market-based prices that
the cuistomer neosd e,

Lii, Erroel is establishing a Bguefied natural
e (LNG) netwark to create merchant LNG oppartu-
mitics and &0 brng more gas Lo areas of the warkd
that meed L Dur LNIG-related assefs in operation
and development in the Caribbesn and the Biddie
j‘fap: fiorm part of this netwark. We source surpius
MG from the Kiddle East and Asia and currenitly
ot i in the Linited States.

Forest Products. Enman has offensd pulp, paper
.il'lj lumbser financial products for several years, and
e e ane markeding physical valumes, i 2000 we
acquingd Garden State Paper Ca., which gives us
acoes to MN000D wars of nesssprint @ year and
Toar recycling certers In key markets. In tanuary
200 wee agresed 1o purchass & mewsprint mill and
rislated asseds in Canada, With this acquistion,
Erron willl bocome the seventh-langest produces of
raresspainil in NOrh Asreraca, giving ws the phivsical
.!Imlldlty niefassany v quickly grow this business.
Erwon's Clkpapssrom™ & povwerad by tha
ErwgnDnding platform bt bs totally customized for
the forest products industry. It offers mare than 100
Tirancial and plysical products and Taatures nvws
and information Lsilored specifically 1o forest prod-
Lcts Industry customers.

Stesl, I sorme markets, sich as steal, wa belive
Wl CAN run our notesor with minimsd assees. The
irstiuisiry eurranily suffars from overcapacity. but
lacks & markort mechanism to efficerthy market the
:ﬂ,-ﬂ:lll,li. W will affer a core commodity bascline
product that can be indexed agairst almest all
ther products in this $330 billion industry, The
putlook & promigng = we have trarsacted our
Tirst steal swap, Thes yaar we will build liquisty,
improse pricing efficicncy and gain contrastual
Bioess 1o the physacal product 10 provits comprea-
hansive logistical suppart.

Erwon Glokal Assats

Enron Global Asets manages and optimizes
Erran's assels ouside Nomh America and Europe,
Enron has a solid portfolio of amsetbased busi-
el Hioweves, with thi highsr raturms avallable
im the comgany's other buonesses, we eeped 16
vt Soemi inferesis dna rumbser of these assets,
The remaining asset businesses will Gartnug 10
T £n parformants and complRmanting our mar-:
ketamaking and serwices Dusiresses,

Erran Wind Corp.

The eoconomics afl wind power &ne mons
promising than ever, creating significant growth
fewr Erfron Wind. Technol ogical advancemants and
lowier costs assodated with tocay's Larges, morne
effickant wind [urbines have mace wind power

cots competitive with fossil fuel-gencration far
the First tirmee This 008t comgetilivaneds, [ogether
with gEvErnmgt policies supporting renewa bbe
errgy inomast oy markets and growng corsumer
demand for grean enengy, hava fugled 30 percent
arnual groweth over Ehe past Thee yeass

Wit Toused edforts in tha world's three key
wind power markets — Germany, 3gain and e
United States — Ennon Wind complated 2000 with
revenues af approximately S480 millon. Srrong
gronwth in bath tha United States and Europe will
accaunt, far & P’qu!ﬂl&ﬂ sales incranss of approxi-
mataly 100 percent in 2001,
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ENRON ENERGY SERVICES

Ernrar Ersrgy Servicas |5 the retail arm ol Ennon,
serving business users off energy in commencial 2nd
indusbial sectors. Our comprahensive enengy tul:
sourcing product has proven an exceplionally
effiective way for companies to reduce bheir costs,
manage risks of energy price wolatslivy, improye
their enerngy infrasinuciung and foous resources
o their pore businessis,

Eniran Energy Services recarded its irst prof-
itable quarier & axpectad at the end of 18293, and
cantinued to grove ragidly theauigh HENED with
incredsarng prafits in all four quartars of 2000 and
aoreqats recUrring income befone interest and
tawes (16IT) of $103 milkan Tor the year Tha valus of
our ponbracts in 2000 totaled mong than 316 billign,
increasing Enron Energy Sarices’ umulativg con-
tract walue 1o more than 520 bdlion since [&te 1887

Thils sucoess reflects groswing soopprance of
Enpons emany oulsourcing praduct — acceptanoe
that has meant an indresing rate of Rrw contrac
ity Chue retasl energy success in 2000 atso reflects
aur strang emplasis on conrac adecution and
mmplementation and on geelance In customer
sarvice. Ad itionally, 2000 was marked by incraased
sctivily in Euraopa — an untapped market for
encrgy outsaurcing

Wig are positioned to dramatically increass (L
profitability n 2007, Retal areegy earmangs will b
Tualed by the rapid growth of owr U5, ard Eurdpaan
Busimesses and Ll SIRONG SetUTion and actengan
of gaiting contracts.

Marked Valatiliny

Thie LS. enerogy sector experisrced unprais-
dented challenge and gporienity n 2000, In
national tarms, steady mosement toward & fune-
tioning deregulated energy marketplacs continues
Kore than hall tha country’s papulation & scheduled
to e able o choose their elecircity suppliar by
2004, The orygaing energy oriss in California has
focusnd owerpone's sitention o D om Dt s
ol incomplete deraguiation, the risks of unreliable
suppdy ard the coaly of uremanaged energy demand.
Enren prowides commercial and industrial emengy
customess with thi solutions they nesd, bainging
reliabality and price-rok management b 8 sk
otherwise fraug bl wilh Underainty

T widatility of @rangy prices across the ooun-
try has heightensd the valus of energy managemant
and inoressed the demand Tor retail serdces. With
o series of capabilities = energy commadity and
price risk management capabalities, erargy assat
managemenl and fapital sobutions — we remain
tha anly firm wath The skill, experienco. doepth and

varsatility to provide a cosiprebarsive salition o
addness Lncartaln, rapidly changing rmaskets
Customer Relationsheps

Tha cora af Eneans retall business is deseiopng
lomeg-tarm, msdti-prar relaticnehips wilh our cus-
tomers. The value 8t contraet Sigring is anly & part
of tha potential value that can be realized when
satiaficd custamers ssak Lo add additional Enron
servioes to thair contracis

Of the 16,1 illlan in total comtract value
signed in 3000, approxirmately 53 billicn came from
eapansors of cristing comtract redationships. For
exampe, in 1598, wa signed a freeypear, $250 millben
cortract with Wiorkd Cokor Press, which Laver menged
with Quabecar Printing, In 2000, based on Quebecor

Measuring Performance

Campacies cn T impvove whal thap o't massan
Tt s ey Ervican fias aevnloned a sTafe-ofdhe-an!
Porformance (dezsurement Caler FAC] Ll o
tort, et e SRATGES CLTGET ALY NS
1. Porasad By 8 Menbds brfemef-fusad ink ta
cormiacls Euolities Dodding soniods io the PG
and gperated by & feam of Sneigy Fhiispanaen o
inaiaoniaky, At FWC 5 & Lnikgees ressrce, snabing
SETEATEN SO O managirhenil.

rp T

World's satisfaction, the relationshep was extended
and expandad to a 1kyear, 51 billion agreemant
including rat only eommodity supply, but akso over-
all erergy management, indudirg the design and
implamentation of Improvements In energy asset
infrastructure in mong Csan &0 facilities operated
by Crneiacor Warld

Wi walue owr long-Larm cusiaman ralaton-
ships, and the haalth of these relatsonships can't
b Inft 10 luck, instincl or vagus irmpressions, Our
Custorner Salisfaction Program continualy cap:
wures our performance against especLations and
benchmarks thade rasults, Further, it s dﬂilgnﬂ’d
1o enaune identification ad resolution — inclugeng
prampl escalatinn (o tha exccutive lovel if nesded
= af &y Baue hat might arise
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