1999-SE-013340

E. Joseph Hillings
Viee President and Cemersd Manaper
Fedeeal Gonermment Afairy

. Enron Corp.
(7 1775 Eye Stewet, NW, Suife $90
Wanhingien, [0 200084807

(202} 466-9145
Fax (362 £25-3372
[Allinfirmros com
TRANSMITTAL SHEET
TO: The Honorable Lawrenceé Summars
Secretary of Treasury
US Department of Treasury
FROM: Joe Hillings
DATED: December B, 1999
RE: Ken Lay's Speech — WTO Seattle Ministerial

Enron Chairman Kan Lay recently addressed the Business Forum at the WTO
Meating in Seattle on energy services and the new economy.

| thought you would find the attached presentation to be of interast.

Sincerely,

Encl.

Matural gas. Electricity. Endless possibilities,™
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E. Josaph Hillings
Fhmliﬂr-‘dw
Fraesa! Eﬂmlﬁﬂ#‘l

¥, E Corp.

%, e Wb
Washington, [N 200064507
{260} 4669145
Faz (2020 B28-0372
MH‘IH‘-

TRANSMITTAL SHEET

TO: The Honorable Stu Eizenstat

Department of Treasury

FROM: Joe Hillings

DATED: December 8, 1999

RE: Ken Lay's Speech - WTO Seattle Ministerial

Enron Chairman Ken Lay recently addressed the Business Forum at the WTO
Meeting in Seattle on energy services and the new economy.

| thought you would find the attached presentation to be of interest.

Sincerely,

Encl.

Matural gas. Electricity. Endless possibilities.™
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Facsimile Cover Sheet

To:

Company:
Phone:
Fax:

From:

Company:
Phone:
Fax:

Date:
Pages including this

cover page:

Comments:

The Honorable Lawrence H.

Summers

U.S. Department of Treasury
202/622-1100
202/622-0073

Rosalee Fleming for

Kenneth L. Lay
Enron Corp.

713/853-6088
713/853-5313

10/08/99

2
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Oet. B 1999 4:27PM  CHAIRMAN & OFFICE o 0452 P 272

Kennwth L Lay

Chairman and

Ohief Emscutioe Officer
4.
* October 8, 18905 Enron Carp.
()

P Ok Bex 1788
Howston, TX 77251-1088
(713 0836773
Fux (7135 8533111

The Honorable Lawrence H. Summers iy Benran.cove

Secretary of the Treasury

U.S. Department of Treasury
1500 Pannsylvania Avenua, NW
Foom 3330

Washington, D.C. 20220

Dear Lamy:

| apologize that we have nol been able to connect by talephane over the last 2 or 3 days.
It appears that our respactive schedules ara fotalty out of sync.

The reason | was calling has to do with a matter that just recently came to my atiention.
Apparently at a conferance of the Naticnal Economic Research Association held the week of
July 5™ this year, Treasury Department assistant general counsal John Yeutter made some
camments concarning over-the-counter (OTC) derivatives regulation and Enron which were
troubling. Hiﬁﬂmﬂysﬂhﬂﬂﬁhhﬂﬂﬂfﬁﬂmﬁuﬂmmﬂmﬂﬂ”l‘kﬁhh
pending study on Hedge Funds and Derivatives considered OTC derivatives reguiation an
“ppen issues”, and it may recommend regulation of “otherwise unreguiated entifies, such as
Enron®,

As you would expect, we are troubled by being singled out, but sven more troubled by
tha naticn that financial regulators may be considering any regulation of OTC dealers,
particularty in the energy fiekl, where we believe derfvatives are truly customer based risk
management foals. Enron believes there is no need for any additional regulation of OTC
derivatives dealers in as much as the OTC dervalives markets are functioning very smoothly
today and, based on any Information we have, there have been no problems in the enargy
derivatives market that warrant regulation. |n fact, we believe tha! derivalive products provide a
useful and Important risk managament taol for cur customers and the customers of many ather
dealers in tha anergy Industry and many other business areas.

Larry, hopefully the commanis made by John Yeutter were just a misunderslanding.
Howevar, if there is any serious thought of imposing regulation of OTC dealers, we would
certainly like 1o have an opportunity io make our case as to why wa think this is not warranied. |

would very much appreciats receiving a call or note from you if in fact there Is any reason that
we should be concemed about this cccurming.

| spant some fima with Bob Ruben in Shanghal last week and ha appears 1o ba doing
vary well. | must say ha looked more relaxed than | have seen him in years.

Warm regards,

y

bisdsirsl mnr Elastrdddne Frdlase mnaalhilFlac

~ 00100000000570



DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

FOR LIMITED DISTRIBUTION AND NOT FOR DISTRIBUTION
OUTSIDE THE LEGAL DIVISION

January 14, 2002
MEMORANDUM FOR DAVID D, AUFHAUSER
GENERAL COUNSEL

GEORGE WOLFE
DEPUTY GENERAL COUNSE

FROM: ROBERTA K. McINERNEY
ASSISTANT GENERAL COLD
(BANKING AND FINANCE)

SEL
SUBIECT: Weekly Repon for the Week of January 7, 20412

" [OUTSIDE SCOPE |, (b)(5)]
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00200000000173



[OUTSIDE SCOPE | (b)5)]

00200000000174



[OUTSIDE SCOPE , (b){5)]

[(b)}S)]

[OUTSIDE SCOPE , (b){5)]
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[OUTSIDE SCOPE , (b){(5)]

Attachmenis
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.

Jeff Berg

Walter Eccard

Ed Gronseth
Barbara Hammerle
Baob Foss

Debra Diener
Steve MeHale
Russ Munk

Tom MeGivern
ken Schmalzbach
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DEPARTMENT OF THE TREASURY
WASHINGTOM, D.C. 20220

FOR LIMITED DISTRIBUTION AND KOT FOR DISTRIBUTION
OUTSIDE THE LEGAL DIVISION

Movember @, 2001
MEMORANDUM FOR DAVID D. AUFHAUSER
GENERAL COUNSEL

GEORGE WOLFE
DEPUTY GENERAL COUNSEL

FROM: ROBERTA K. MEIRERNEH’%—

ASSISTANT GENERAL COUNSEL
(BANKING AND FINANCE)

SUBIECT: Weekly Beport for ihe Week of November 5, 2001,

[OUTSIDE SCOPE , (b)(5))
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[OUTSIDE SCOPE ., (b}5))
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[QUTSIDE SCOPE | (b)(5]]

[(B)}3M]
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[OUTSIDE SCOPE |, (b){5)]
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[OUTSIDE SCOPE , (b){5)]

Atlachments

= =

Jeff Berg

Walter Focard

Ed Gronseth
Barbara Hammerle
Bob Foss

Debra Diener
Steve MeHale
Russ Munk

[om MeGivemn
koen Sehmilybach
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DEFARTMENT OF THE TREASURY
WASHINGTOMN., D.C. 20230

FOR LIMITED DISTRIBUTION AND NOT FOR DISTRIBUTION
OUTSIDE THE LEGAL DIVISION

January 14, 2002
MEMORANDUM FOR DAVID D. AUFHAUSER
GENERAL COUMSEL

GEORGE WOLFE
DEPUTY GENERAL COUNSE

FROM: ROBERTA K. McINERNEY
ASSISTANT GENERAL COUMNSEL
(BANEING AND FINANCE)

SUBIECT Weekly Report for the Week of January 7, 20032

[CUTSIDE SCOPE | (b)(5)]
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[OUTSIDE SCOPE , (b)(5)]
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[OUTSIDE SCOPE , (b)(5)]

[(b)S) . (b)(2)]

[OUTSIDE SCOPE , (b)(5)]
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[OUTSIDE SCOPE . (b){5)]

Adtmehmenis
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Jelt Berg

Walter Eccard

Ed Gronscth
Barbara Hammerle
Rob Foss

Debra Dicner
Steve McoHale
Huss Munk

Tom MeGivern
Eeen Schimalzbach
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DEPARTMENT OF THE TREASURY
WASHINGTOM, D.C. 20220

FOR LIMITED DISTRIBUTION AND NOT FOR DISTRIBUTION
OUTSIDE THE LEGAL DIVISION

January 4, 2002
MEMORANDUM FOR DAVID D. ALFHALUSER
GENERAL COUNSEL

GEORGE B. WOLFE
DEPUTY GENERAL COUNSEL

FROM: ROBERTA K. McINERNEY
ASSISTANT GEMERAL COUNSEL
(BANKING AND FINANCE)
SUBJECT: Weckly Report for the Week of December 31, 2001

[OUTSIDE SCOPE , (b)(5)]
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[OUTSIDE SCOPE . (b)(5))
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[QUTSIDE SCOPE | (b)(5])]
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[QUTSIDE SCOPE , (b){(5)]
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[OUTSIDE SCOPE . (b){(5)]
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[OUTSIDE SCOPE , (b)(5)]

[(b)}(2) . (b}3}]

[QUTSIDE SCOPE |, (b}{(5)]

* These maiters may come (o the attention of the Secretary or the Deputy Secretary.

Attachmenis

el Jell Berg
Walter Eccard
Ed Gronseth
Barbara Hammerle
Bob Foss
Debra Diencr
Steve McHale
Fuss Munk
Tom MeGivern
Ken Schmalzbach
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DEPARTMENT OF THE TREASURY
WaSHINGTON, ONG, 20220

FOR LIMITED DISTRIBUTION AND NOT FOR DISTRIBUTION
OUTSIDE THE LEGAL DIVISION

Movember 9, 2041
MEMORANDUM FOR DAVID D. AUFHAUSER
GENERAL COUNSEL

GEORGE WOLFE
DEPUTY GENERAL COUNSEL

FROM ROBERTA K. McINERNEY ﬁ':' -

ASSISTANT GENERAL COUNSEL
(BANKING AND FINANCE)

SUBIECT: Weckly Report for the Week of November 5, 2001.

[OQUTSIDE SCOPE | (b)(5]]
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[OUTSIDE SCOPE , (b)(5)]
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[OUTSIDE SCOPE , (b)i5)]

[(e)(3)]
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[OUTSIDE SCOPE , (b)i5)]

00200000000334



[OUTSIDE SCOPE , (b)(5)]

Altachments

ol

leil Berg

Walier Eocard

Ed Gromseth
Barbara Hommierle
Bob Foss

Debra Dicner
Bieve MeHale
Russ Munk

Tom MoeGivem

koen Schimalebach
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DEPARTMENT OF THE TREASURY
WASHIMNGTON, D.C. 20220

FOR LIMITED DISTRIBUTION AND NOT FOR DISTRIBUTION
OUTSIDE THE LEGAL DIVISION

[QUTSIDE SCOPE]
Jamuary 14, 2002
MEMORANDLUM FOR DAVID D, AUFHAUSER
GENERAL COUNSEL

GEORGE WOLFE
DEPUTY GENERAL COLUNSE

FROM: ROBERTA K. McINERNEY
ASSISTANT GENERAL COUNSEL
{BANKING AND FINANCE)

SUBIECT: Weekly Report for the Week of Jlanuary 7, 2002

[OUTSIDE SCOPE . (b)(5)]
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[QUTSIDE SCOPE . (b)(5)]
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[OUTSIDE SCOPE , (b){5)]

[(B)(5) , (b)(2)]

[QUTSIDE SCOPE , (B)(3)]
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[OUTSIDE SCOPE | (b}5)]

Adtachmenls
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Jeff Berg

Walter Eccard

Eid Gronseth
Rarburas Hammerle
Bob Foss

Debra Diener
Steve MeHale
Huss hunk

Tam MeGivemn
Ken Schmalzbach
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DEPARTMENT OF THE TREASURY
WASHINGTOMN, D.C. 20220

FOR LIMITED DISTRIBUTION AND NOT FOR DISTRIBUTION
QOUTSIDE THE LEGAL DIVISION

January 4, 2(K12
MEMORANDLUM FOR DAVID D. AUFHAUSER
GENERAL COUNSEL

LEORGE B, WOLFE
DEPUTY GENERAL COUNSEL

FROM: ROBERTA K. McINERKEY
ASSISTANT GENERAL COUNSEL
(BANKING AND FINANCE)
SUBIECT: Weekly Repon for the Week of December 31, 2001

[CUTSIDE SCOPE | (b)(5)]

00200000000397



[OUTSIDE SCOPE | (b)(5)]
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[OUTSIDE SCOPE , (b)(5)]
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[QUTSIDE SCOPE , (b){(5)]
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[OUTSIDE SCOPE , (b)(5)]
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[OUTSIDE SCOPE , (b)(5)]

[(B)(5}. (BX2]]

[OUTSIDE SCOPE , (b)(5)]

Altachments

ci.

Jell Berg

Walier Eccanl

Ed Gronseth
Barbara Hammerle
Boh Foss

Dehra Diener
Steve McHale
Russ Munk

Tom MoGivemn
ken Schmalzhach
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DEPARTMENT OF THE TREASURY
WASHINGTOMN, D.C. 20220

FOR LIMITED DISTRIBUTION AND NOT FOR DISTRIBUTION
OUTSIDE THE LEGAL DIVISION

MNovember 9, 2001
MEMORAMNDUN FOR DAVID D. AUFHAUSER
GENERAL COUNSEL

GEQRGE WOLFE
DEPUTY GENERAL COUNSEL

FROM: ROBERTA K. McINERN E*."f?‘“—

ASSISTANT GENERAL COUNSEL
{BANKING AND FINANCE)
SUBIECT Weekly Repont for the Week of November 5, 2001.

[OUTSIDE SCOPE , (b)(5)]
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[OUTSIDE SCOPE , (b)(5)]
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[OUTSIDE SCOPE |, (b)(5)]

[(b)(2) . (B)(5)]
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[OUTSIDE SCOPE . (b)(5)]
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[OUTSIDE SCOPE , (b)(5)]

Anachmenis

ce.

Jefl Bery

Wiaher Eecand

Ed Gronseth
Barbara Hammerle
Bob Foss

Debra Diener
Steve MeHale
Russ Munk

Tom MeGivem
ken Schmalzhach
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DEPARTMENT OF THE TREASURY
WASHINGTOMN, D.C, 20220

FOR LIMITED DISTRIBUTION RAND NOT FOR DISTRIBUTION
OUTSIDE THE LEGAL DIVISION

October 15, 15%9
INFORMATION

MEMORANDUM FOR WEAL 5. WOLIR
ACTING GEHERAL COUNSEL

FROM: ROBERTA K. MCINERHEY
ASSISTANT GENERAL COUNSEL
[BANKING AND FINAMNCE)
SUBJECT: Weekly Report -- Office of the Assistant General

Counsel for Banking and Finance, October 11
through October 15, 1999

[OUTSIDE SCOPE , (b)5)]
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[OUTSIDE SCOPE , (b)(5)]

[(b)(5) . (b)(2)}

[OUTSIDE SCOPE | (b)(5)]
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[OQUTSIDE SCOPE | (b)(3)]
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[OUTSIDE SCOPE , (b)(5)]

Attachments
=] =

Een Schmalzbach
Walter Eccard
Robart Foss
Debra Diener
Fochelle Granat
Rick Carro

Ed Gronseth
Bi1ll Hoffman
Jaff Ber

Steve McHale
Rusa Munk
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From: Jos¢ Gabilondo
Subject: Weekly Report (for week of 11/51)

[OUTSIDE SCOPE , (b)(5)]
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[OUTSIDE SCOPE |, (b){5)]

[(B)(5)]
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From: losé CGablondo
Subject: Weekly Report (for week of 177/02)

[(b}2) . (b)(S)]

[QUTSIDE SCOPE , (B){5])]
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From: José¢ Gabilondo
Suobject: Weekly Report {for week of 12/31/01)

[OUTSIDE SCOPE , (b)(5)]

[(b)(2) . (b){3)]
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El-Hindi, Jamal

Fram:
Sent;
To:

Subject:

@ ‘

FOIRR o 0™ Fle

Andarson, Danna
Tuasday, January 15, 2002 11:03 AM

Colirell, Shary; E-Hindi, Jamal; Farrell, Adwoa: Galbraith, Carl; Hommaerde, Barbara: Hutner,
Susan; Monborme, Mark; Munro, Stevenson; Rosenthal, Victoria; Thomnton, Sean; Tuchband,

Matthew
Transcript: O'MNeill on Enron Mess

This was an interesting aricle if you would llke 1o read i

05031

01000000000102



FOXMNews.com
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Transcript: O'Neill on Enron Mes

TSI TR [ o R ASTET otk PRVGTASRERRF P EFTEMY J FONFRY

Suncy, Jaruary 13, 2002
FONE MEWS

WASHINGTON — TONY SMNOW, HOST, FOX
HEWS SUNDAY: In one year Enrgn went
from the toast of Houston to just plain
toast. Executives walked off with millions of dollars, emplayees lost
thelr lifa savings, and accountenis shredded critical papers,

[BEGIN VIDED CLIP)

GEQORGE W. BUSH, FRESIDENT OF THE UNITED STATES: The
administration is deaply concerned aboul its effects on the economy.
We'ra also deeply concemed aboul ils effects an the lves of aur
citizenry.

(END WIDED CLIFY

SHOW: Did Ernon axaculives braak the Law, bend the law or fall victim 1o
bad luck? Will any polificians 1ake a f2ll? We'll ask Treasury Secrelary
Paul O'Meill and two key congressional investigators, Representalives
John Dingeall and Tom Davs

(NEWSBREAK)

SNOW: The top domastic slory this marming. the collapse of Enron. Not
lang ago he Company was the wordd's largest erargy trader, worth 570
billian. But kast fall the company acknowledged sevaral hundred milion
gollars’ worth of previously unreported labilities, and ils stock, already hit
by a weakeéning econadmy, wenl inlo frea-fall from a high of more than
%80 a share to less than 50 cents laday,

A company thal once boasted of never having hed a bad quarber now
has filed for the béggest bankruplcy in our nations history. In the process,
thousands of employeés have sean their retiremant savings vanish, whilg
some company executives managed to sell stock then worth millions,

Addling o the intrigue, Arhur Andersan, the firm auditing Enron's books,
claimed [t didn® get soma Imporant reconds fram the company and
destroyed thousands of olher pages of documents. The adminisiration
and at least fowr congressional commiliees have aunched imsestigations,
But the comphax case may lake years o resolve,

So is this a corporate scandal, & poliical scandal, both, meilher? For
angwers we tum to the treasury secretary, Paul O M,

Good morming.

PAUL O'MEILL, TREASURY SECRETARY: Good maorning
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SNOW: Now, in Oclober you received the first of three phone cals from
Ken Lay, the chairman of Enron, In his first phone call i you, what did he

O'MEILL: He called bo tefl me that he thought i would be usehd for our
lechnical paople to talk with his technical people to understand the
complex denvatve contracts they had, 1o assure oursetves that their
probiems were nol going to gel translated info larger problems for the

U.5, &nd the world capital markeds. i Frod Bums

Marl &

SHOW: So he did nol seek direct help? He dsdn ask for, at |sasl at thai
juncture, any intervention with rating services or anything?

O°NEILL: Absclutaly not. Mo, he just called me o akert me that he
thought we cught to pay attenlion to the tschnical detalls,

SNOW: All right, And when you got that request from him, did any alarm
bells go off? 0id you say, this is an unusual request?

O°NEILL: Na, | didn't think it was unusual at all. | get dozens of calls fram ‘.‘m =
peopla every day, and his call wasn wiusual, Ei'réir

SNOW: So you mean corporate exgcutives will ofien call and ask for
your advice about technical details of thoir derivatives trades?

O'NEILL: Well, they — well, you know, this is a very unusual case in the
sanse that Enron’s the biggest energy — or was tha bipgest enengy
frader in the world. And so, In thal sense, | didn't think it was unusweal,

B Fox Naws Ch

You kngw, | think one thing thal's been missing through a lot of the e ———
convarsalion about this i a lack of understanding of whal goes on in the
warkd.

As the beasury secrolary at the ime that | had this call, | was waorking on
the econamic stimulus bil with the leadarship of Congress. | was trying lo
gl the Congress to pey allention fo and pass @ terrorist risk insurance
proposal, which, unforunately, thay falled 1o do. | was working on
pursuing lerrodst Bnancing all over the world.

50, you know, this is three, four-minute conversation in the mids! of a sea
of things going on in the world, and | didn't think it was unusual at all.

SNOW: So It wasn't a big deal, The following day ha calls. What did he
ask for than?

O'NEILL: You know, | guess | don't remamber wd comarsations baek o
back. You'ra telling me someathing new.

I think what our records show ks that | had two conversations wilth Kan,
and I think the dales are the 26th of Oclober and another one on the 5ih
or Bth of Movambar.

And, you know, tha secand call that | had from Ken was to tell me that
they were being booked at by the raling agencies. It was just a heads-up,
anddl thal was iL

SNOW: 5o, at this poinl, one of the questions a ot of people wanl Io
know is, why didn't you tell the president, why didnt anybody tell tha
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president at this point?

O°'NEILL: Wedll, again, you know, if you pat this in thi contaxt of what's
gaing on, the prasident’s prosaculing the war against the lerrorists — you
know, | have baen involved in big-league evants Tor, | don'l know, most of
the las? 40 years. | didn'l think this was worthy of me running across the
siread and Inlling the prasident, | don't go across the staeet and tall the
president avery Bme somebody calls ma.

SNOW: This is the sevenih-largest corporation in America. When you got
those phone calls, did it occur 1o you that Enron might very soon ba
banknupd?

O'NEILL: | had no idea. You know, | had — | frankly think what Ken told
me gver the phone was nol new news. You all had been reporting for
wioieks that Enron had problems, thal they wera ia ioubla and the rest of
that. And, you know, IP's part of the reason | didn't think there was any
reason for me lo talk io anybody else, because | thought what Ken said
o M was public properdy. |10 was nol new news,

SNOW: So were you surprised by the collapse of Enron’s stock value?
O'NEILL: Well, not realy. | guass, you know, I've waiched lols of

corporations come and go. I's an interesting fact that (here are very few
companies that have been arcund for 40 or 50 years or 100 years.

S0, you know, in the broader schame of things, nol really. Companies
come and go. W's — part of the genius of capitalism is, people get to
make good decisions or bad decsions, and they get to pay the
consaquance or lo enjoy the fruits of their decisions. That's tha way the
Systam works.

SNOW: Now, a few years ago, a company called Long-Term Capital got
a bailout from Ehe lederal government as it was facing banknupley, Al
least one —

O'MEILL: I dion't think thal's. .,

SNOW: I'm sorry. Go ahead.

O'NEILL: | don't think that's a commeel characterization. My recallection is
that Long-Term Capital had a problem, and the New York Fed, | think it's
trug, played & role in convening the hanks thal ware at risk, but | don
think the federal government provided anyihing at all, Tony.

SNOW: OK. In thal casa...

O'NEILL: Thers was no badoul. There was ro bailoul

SNOW: OK. Wall — and there was no requested bailout here, There was
a reques! for perhaps some aid in intenvening with Moody's, which was
dolng corporata ratings.

C'NEILL: Mot to ma.

SNOW: OK. But 1o people under your jurisdiction, comect?

O'NEILL: According bo accounts that 've read in the newspapers, thal's
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right.

You know, this thing has become a subject of ket of conversation. Wa
have taken whal | think are prudant steps, so that I've not spent any time
talking to the undersacratary aboiil the conversations he had with other
peaple, io make sure that we do this comeclly,

¥ou know, | think wa have done the rfight thing. Wa're going to conlinue
1o do tha right thing.

The président has asked me to lead a couple of different groups, 1o see if
there are lessons thal we should leam, and possibly change Law, rules or
regulations lo belter profect individuals who have a stake in g 401(k) plan
or a pansion plan, o0 make sure that the peopls that are involved out
there in companies are not disadvantaged by decisions that their leaders
maka,

SNOW: Now, is the philosophy of this administration thal, when a
company gats info 8 bind ke thiz, it's on its can?

D'HEILL: Absolutely. You know, unless there's an lssue related to the
company that reaches to publc responsibility, you know, In he American
capilalist sysiam, companiss are responsitle for Ihair actions, And there
is @ broad scheme of laws and rules and regulations that instruct and tell
companies what they'ra supposed (o do. And 50, of course, Wou Enow,
wi don’l have an interest In indvideal companies, and that's it

SNOW: Sc you'ra not talking lo Pater Fisher, whe's your undersecratary
working on this, There ssems to be aimaost a see-no- avil, speak-no-avil
king of almasphere. You're not talking to a guy wha's werking for you,
You and Don Evans den't talk to the president until a meeting just very
recantly.

Surely there had 1o ba soma sense in youws mind that these calls were
inappecprate, or that there was somathing about them that you did not
want to pass along 1o the president. |s that cornsct?

OFNEILL: Na, it's not. | didn'l think there was anything inappropriaa
about someone calling me {o give ma a headz-up that there were some
iachnical things that we ought to pay attenlion to. | don't find that
inappropriate. It seems 1o me it's axaclly the right discharge of my duties
to make sura that the public's not going to be hurt by some individual
company aclion,

SNOW: Now, Henry Waotman is saying that this administration — wall,
let e read a quots from Congressman Waxman, He's going fo be
conducting an investigation; a lof of peopla are. He's making allagation
aboul the way the White House has handied this. We're gaing Lo get it up
on the scraen hore prasently,

Ha said, "it is now clear that the White House had knowladge that Enron
was likely 1o collapse but did nothing to prolec! innocent employess and
shareholders who ulimaloly lost their life savings. I'm deeply troubled
that the While House stood by and let this happen o thousands of
farmiies.”

Your reaction?

O'NEILL: My reaction ks, you know, il's just amazing to me to have this
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kind of comment. What we knew, what | knew, | think what thase of us in
the administration knew was public proparty. Everyone knew from
Enron's disclosures thal they wers struggling. We didn't know more than
that,

The company had a duly to inform its shareholders and its employees
about things that wene going on inside the company. That's not a federal
govemmen responsibility.

And again, we didn't have any knowlodge that wasn't general public
property. You all in the television world and in print madia wese repoing
on kind of a day-to-day basis whal was going on In Enron. | dida’t know
anything more than you did,

SHOW: So when Ken Lay e-mailed employees in August szying he
thinks the best imes are ahead, do you think he was being straight with
his employeas?

O'NEILL: Well, | 2on'l know. You know, thal's something you need to ask
Kan Lay, Im'tm_IM1mmmwﬁmmmu
company's prospects were, You know, having been a CEO, 1 often — |
always communicated with my people what | thought was going on. And
you need 1o ask Ken Lay what ha had in his mind when he sent thal e-
mail.

SNOW: Do you think the federal government or Congress cught ko do
anything fo try to make whole some of the shareholders, especially
people wio woarked for Enron who've lost their life savings, or is thial just
thér braaks?

O°NEILL: Well, ggain the sacond group the president asked me to lead Is
1o ek and see whelher the laws and ndes and regulations about
discicsure ara appropriate and whelher something's been missing in the
raquiremants for disclosure, especially in these areas thal & &0
complicated,

| don't know whather you've ever spant any lime irying fo undersiand tha
dorivalives business, | did, because when | wias al Alcoa we ran a blon-
diollar, mubl-billion-doilar derivatives process in the 36 countries we wene
invalved in around the wesd, And it's an enormously complicated

subject.

The president's asked mo lo lock al the rules and regulations and see
whether wi niad 1o modify them in sorne way to assure that
sharehalders and employees are nol disadvaniaged because the
desciosure rulas ane nol sirong anough,

SNOW: Mr. Secretary, final question. I'm going o read a Fox News
Opinion Dynamica Peld question. We asked people about thair oplirmism
about the sconomy, whathar thay think things are going fo get better or
worse in the next year, And T4 parcent said better; only 14 percen said
Worss,

Ara they realistic or guilly of imational exuberance?

CO°NEILL: No, | think they're on the right track. | think — yau know, | think
tha information wa have so far in the data on economic parfermance is a
mix but I think I's mixed toward the positive side, and I'm optimistic we're
going to return o a good rates of real growth.
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SNOW: With or without a stimulus package?

O'NEILL: Well, the stimulus package, | sl believe, would hastan the
mavemant out of & slow economic pariod. It would help people who were
diractly aflecied by the events of Septembar 11,

The president said over and gver again, every person who has a
prospect of koaing thr job or who has lost their job, we should care
about them and therefore, yes, we should do the stimulus package.

Fm hoping the Congress will come back informed by their constituents
that they, the constiluents, wanl a slimulus package and thal we'll finalty
get a vole in 1he Senate. We already passed two bills i the House,
Hopefully the Senale’s going lo be responsive, and wa're going lo do
aomedhing in the next few weeks,

SHOW: Al right. Secratary Oieill, thanks for joining us,
O'NEILL: My plaasurs.

SNOW: Up next, Congress takes a lock al Ihe Enron mess. (BEGIN
VIDEOQ CLIP}

BUSH: This administration will fully investigate issues such as the Enrcn
bankrupicy Io make sure thal workers are protecied.

(BEGIN VIDEO CLIP)
(COMMERCIAL BREAK)

SNOW: Continuing our discussion of the Enron collapse, we walcoms
twa key players from the Housa of Representatives: Democral John
Dingell, ranking member of the House Energy and Commerce
Commitiee; and Republican Tom Davis, chairman of his party’s Natianal
Congressional Commiltes.

Also here with questions, Brit Hume, Washington managing editor of Fox
Meaws.

Representalive Dingell, based on whal you've seon o far, is thare any
case for political hanky panky so far in Enran?

U.5. REPRESENTATIVE JOHN DINGELL, D-MICH.: | lhink il's too early
to sary. | think what we have to do is have a thorough investigation, get all
the facts. and then make the necessary judgment.

Certainly Enron's behavior, Andersen's behavior, have raised questions.
And cartainly tha fact ot the administraton would not reveal the matters
that went on with regard to the vice presidents panal on energy and
Enron's parl in it raises soma guastions,

BRIT HUME, FOX NEWS: Wall, le! ma just 25k a follow up on that if |
can, Congressman. What link do you see between Ihe discussions the
administration had on energy policy and the financial collapse of this
company? |5 thare any connection?

DINGELL: Well, there's no connection thers, buf there is 8 connechan
which is even mare impartant, and that is what anergy poficy was put,
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Remember, Enron was pushing very, very hard to have iolal deregulation
of energy, particularly electrical ullity energy sales that had a particular
affect upon California and which caused huge disasters Io the paopie of
California with regard to energy. Plus...

HUME: Well, how many investigations are you talking about hera,

7 Are you lalking about one about the financial collapse of
Enron, or are you lalking about two, including a saparate investigation of
energy policy, California's predicament, Enmon's discussion with the vice
président on that matter?

DINGELL: All this tes togelhar.
HUME: How'?

DINGELL: Enson was busy doing many things including siripping its
employes of their 401(k) banefils, incheding possible insider trading,
including filing false repors with the SEC, the 10-Ks, the 10-0s and
annual repods, and they were also tied up in a peculiar relationship with
Andersen, their auditor.

SNOW: OK, Represeniative Davis, whal do you think? | wani 1o gel your
response 1o what Representative Dingell said,

U.S. REPRESENTATIVE TOM DAVIS, R-VA.: First of all, | think a lot of
what Representative Dingell says goes to what the Post says this

maming.
SNOW: Thal's The Washingfon Pos!

DAVIS: The Washingfon Post, it's: "Poll finds bad news for Demaocrats
kxoking for a traditional mig-lerm ebection edoe.”

Of course we ought to investigate the collapse of Enran and what
happened to the empioyess and how some of the largest owners of this
and the CEQ were able lo cash oul while lerbidding their own employees
b da thal. We ought to take a look a1 the financial accounting standards
on this. We ought 1o see if new rules and regulations ought fo come
foreard.

Bt laking & look at these overall policies, just this palilies, thare's
absolulely no evidence lo date that the administration did anything
impropery, And we know that Enron gave a ot of monay 1o a lof of
playars in Washingion on bath sides,

SNOW: Card Lavin, who s going to be running an immestigation on the
Senate side, has said on another troadcast that he thinks that Ken Lay,
i (B, was asking over the phona for inapgeopriate favors from the
administralion. Do you sae any evidence of that?

DAVIS: Well, wa know het was an the phone. W know that they had Bab
Rubin, who was President Clinlon's Cabinet secretary, call up an their
bahall, And we don't know all thosa angwers yel.

What wa do know s0 far is we found no indication thal tho administration,
in any way, did anything improper or answered any calls thal might have
come forward,
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HUME: But you are, as the head of the Mational Republican
Congressional Commiltea, in the process of retuming camgaign
contrbutions.

DAVIS: Absolutaly.
HUME: Well, if there's nothing improper here, why return the mianey’?

DAVIS: Well, 'l tell you why, because they gave $100,000 In corporate
dollars, it could go back and hedp those employees, he'p fund thair
pension plans. And, frankly, | think thal is a better use of $100,000 at this
ponil.

SNOW: Representalive Dingell, you also got some maney over the years
fram Enron. Did anybedy al Enran iry to contact you?

DINGELL: Well, Enron talks fo everybody, And |'ve told tham no at
almost everything thay've said,,

(LAUGHTER)

- and that includes deregulation of electrical utility sales and things of
thal kind'

SNOW: Bul during Ihis period when Enran officials were contacting the
Ireasury sacratary, the commerce sacretary and tha undersecrotary of
treasury, did anybody call you and say, we wanl you bo take a look inbo
rating services of we want you lo give us soma help?

DINGELL: Mo, thay did not, and | would net have done so,
And by the way, Tony. they gave me $10,500, and we're going to give
Ihat monay — I've already instructed my campaign treasurer — o ihe

funds thal have been set up io help the employees, and | urge everybody
to do the same thing.

HUME: ¥ell, just to foliow that up for @ second, Tony's questions, when
did they contact you, how aften and about what?

DINGELL: Well, they were usually conlacling me about deregulating
elgctical ulility sales, and we abways todd tham no.

HUME: When was the last time? When did that happen lest?
DINGELL: Oh, over a period of some time, and wa (old them na,
HUME: Whal? Las! year, last six months, last month, when?

DINGELL: Oh, over a long period of time. They conlacted us about ihal.

We told them no. | opposed the proposal. | think it was the right thing to
do.

HUME; Sounds ke the 510,500 was a bad investmenl,

DINGELL: Wall, if thay ragand it as an invesiment, thay lost their shirt,
But what wa're going to do with that maney is give thal Io the employees’
funcis 1 bry and help make whole from the fact that so many of their am
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ployeas kost everything in the process of the collapse because Enron
would rot let them cash out their 401(k)s.

HUME: Congressman Dingall, when the hearings get under way, will you
ba wanting 1o have Bob Rubin among those testify about attompts to gan
infleence or bailoul fer Enron?

DINGELL: If you watched me when | ran investigations, and | ran a lot of
tham, and they were very, very effective, we had evarybody in. And we
Saw to [t that we got all the lacts,

HUME: That would be a yes?

DINGELL: And thats what | wanl of these investigations in the Senate
and the House.

HUME: Would thal ba a yes then?
DINGELL: That means absolutely yas,

SNOW: Representative Davis, M've heard you tal aboul returning
contribulions, Representalive Dingell talk about returing contribulions, i
you relurned everybody's conlributions, you probably would be able 1o
gava one or two of the people who worked. You've gol thousands at
Enron. This is koken help.

Now, Is thare gaing to be some move on Capital Hill ko make these
people wholeT And il 50, shoulkin® olher peopla who have been the
victim of bad business practices and had their porifalios hampered,
shouldn't they also expect help fram Capitel Hill?

DAVIS: Well, | don't know that they can expect a government bailou? ai
thiz point,

But, look, | agree with Congressman Dingall. We need lo gel to the
botlom of this matter. We have a criminal probe going on from the Justice
Deparment. | think that’s appropriate,

But | think on Capitol Hill, we need to loak at why the seventh- largest
corporation in America fell so guickly, why their corporate executivas
wara cashing oul and their ordinary employeas that had grown the
company were nol able o do that and kst their pengion fungs,

SNOW: Is it your suspicion thal corporate execulives delibaralely misled
ard fold them everything was gaing 1o ba fine, maanwhile,
they cashed out while the employees were left holding the bag?

DAVIS; That's the appearance is, | think we nead o nail that down, bul
that is the appearance,

And the quashion then ks, wera they acting illegally, improperly, and do
we nad B0 pul in nevw rules and regulalions |o stop this in the fulure?

SHOW. Reprasentatve Dinged, gelling back Io the Invesbigations,
Atlormey General John Asherofl, who received money just last year from
Enran in a faded Senate bid in Missouri, said he's going to recuse himsalf
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Do you think anyboty who's received manay from Enron ovar (he years
should recuse themsehes from the investigations? And thal would
includa you.

DINGELL: | thenk thare's a judgment that should be mada.

Wedl, Tony, I'm just goeng io tell you, 'va opposed Enron at every furm.
And | intend to — with regard to dereguiation and guestions thal they
regard impartant and contacted me on, and | inlend to continue that
practice,

Mo, Il give Enron an honest investigation, We'll look and see what kind
of rascality went on,

Remember, (hene's plenly hate to look inlo. Thara's the fact that Enron,
apparentty, made false represaniations in connection with thair annual
reponts, their 10-Ks and their 10-0s, Thay, aither alona or together with
thair eccountant, misrepreseniad facts. Their accountant also destroyed
large volumes of papars,

I den't think you can find anybody In the couniry who doesnl wanl fo get
to tha hottom of this, That includes ma and every clher member af

Congrass.

SHOW: Representative Davis, do you think either political party is going
to be able o gain political advaniage oul of this Enron scandal?

DAVIS: Well, right now there |z absolutely no evidence that anyons in
elecled ofice or in the admanstralion acled improparly. So at this poind, |
don't ses any advantage. | see paople — they'ra jockeydng for i, when
you look at the polls and how these have been used in the past. Bul | can
assure you, wa'll v @ fair hearing on e House sidae.

SNOW: All right, Representative Dingell, very quickly, elther side gaiting
an advantage? Wa'll gat 10 seconds.

DINGELL: Well, Tony, | want to see a fair, therough and complete
imrestigation.

SHOW: Al righl.

DINGELL: | dan't think we ought to maka a partisan issue out of this. |
think we cught to get ko the facts.

SHNOW: All righl. Represantalive Dingall, Representallve Davis, thank
you balh.
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Transcript: O'Neill on Enron Mess

A o o foree [0 e fes alfend (B reviER FaEeney TR BECGARE 4 FOX Fld

Eundn:.'.Jﬂn.laFrgﬁF.Ei:l:l:.’ WASHIMNGTON — TONY SNOW, HOST, FOX
HEWS SUNDAY: In one year Enron weant
from the toast of Houston to just plain

tonst. Executives walked off with milllans of dollars, employees lasi
their life savings, and actountants shredded crifical papars.

[BEGIM VIDED CLIP)

GEORGE W. BUSH, PRESIDENT OF THE UNITED STATES: Tho
administration is deaply concerned about its effecis on the econormy
VWe're also deeply concerned about i3 effects an the lives of aur
cibzanry,

(END VIDEO CLIP)

SNOW: Did Enron executives break the law, bend the law or fall vietim 1o
bad luck? Will any politicians taxe a fall? Well ask Treasury Secielary
Paul OrNeaill arnd wo Kay congrasssons| invesiigalons, Reprasentalives
Jafin Ringall and Tom Davis

(HNEWSHREAK)

SHOW: The lop domestic slory this moming: the colapse of Enron, Mot
long ago the company was the wordd's largest anergy trader, wadh $70
billign, But last fall the company acknowledged several hundred millign
daltars’ worth of previcusly unreported liabities, and ils stock, already hit
by a weakening economy, wenl inta free-fall lrem a high of mane than
S80 a share 1o lags han 50 cenls loday,

A company thal once boasted ol never having had & bad quarkar now
hag filad far tha biggest bankrupbey in our raban’s hislory. (a the procass,
thousands of emgloyeas have seen their reiremant savings vanish, while
soima company exaculives managed o sell stock then worlh millons.

Adding 1o the intngue, Arthur Andersen, the firm auditing Enron's books,
claimed il didn'l gal some imporkan! recends Tnam the company and
desirowsd Ihouzands of other pagies of documents. Tha administrabon
and al feast four congressional commitiees have faunched invasligations,
but tha complax case may taka years o rasolve,

So is this a corporale scandal, a poligcal scandal, both, neither? For
answers wa lurm o tha reasury secrelary, Paul O'Neilll

Good moming.

PAUL O'NEILL, TREASURY SECRETARY: Good marning
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SHOW: Mow, in Ociober you recaived the frst of three phone calls from
Kan Lay, the chairman af Enran, 7 his firs? phone call to you, what did he

say?

O'NEILL: Ha called to lall ma that he thought it would B useful for our
tachnical peapla o talk with his technical people 1o understand the
complex denvative contracts they had, 10 assure ourselves that their
probiems wane not going to get transiated |nko larger problems for the
W.5. and ihe wornld capital markets

SHOW: So he did not seek direct help? He didnt ask for, at least at that
pnciung, @y inkersantion with rating sarvices or anything?

O'NEILL: Absolubely nol. Na, be just called me to akerl ma thal ha
though! we ought lo pay atlention Lo the lechnical detalls,

SHOW: Al right. And when you got that request from him, did any alarm
balls go offt Did you say, this |15 an uAusual request?

O'NEILL: No, | didn think it was unusual at all, | get dozens of czlls from
people every day, and his call wasnt unusual.

SNOW: 5o you mean corparate exacutives will often call and ask far
your advice aboull technical datails of thelr dervatives tradas?

O'HEILL: Wall, thay — well, you know, this is a vary unusual casa in the
gensa that Enran's the biggest energy — or was the biggest energy
Iracher in the warld. And =0, in that sense, | dida’ think 2 was unusual,

Yeu know, | think one thing that's been missing twough a ks of the
conversation about this is a lack of understanding of what goes on in the
warld.

As the reasury secrelary at the time thal | had this call, | was working on
the sconomic stimulus bill with the leadership of Congress. | was trying 1o
pet the Congress o pay allantion fo and pass a terrorst rlak inausanes
proposal, which, unforunataly, thay falled o do. | was warking on
pursuing ferrorist financing all over the warld

Sa, you know, this is three, four-minute conversatian in the midst of a sea
of things going on in the world, and | didnT think It was unusual at all

SNOW: 5o it wasnl a big deal, The following day he calls. What did he
ask for teny

Q'NEILL: You know, | geass | dan’l ramember two conversaions back 19
baek. You'rs g me !-nrrmming Ny

1 think what gur records show iz that | had o conversabons wilh Ken,
and | think the dales are the 28th of Oclober and another ane on the &th
ar fth of Movember

And, you know, the second call that | had from Ken was fo tell me that
they wene being looked at by the rating agencies. |8 was just 3 heads-up,
and that was il

SHOW: S0, al this paint, one of the questicns a lol of paagles want 1o
know is, why didn't you lell the president, why didn't anybody Lol the
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presidiant at this point?

O'NEILL: Well, again, you knaw, if you pul this in the conbext of whars
guing on. the president’s prosecuting the war against the terorisis — you
know, | have been invehed in big-league events for, | don't know, mast of
tha lasl 40 years. | didn'l think this was worthy of me renning across the
streal and tafling the president. | don't go across the sireel and tell the
president every lime somebody calls me.

SNOW: This is the seventh-largesl corporalion in Amarica. When you got
Ihose phone calls, did it ocour to you that Enron might very soon ba
bankrupt?

O'NEILL: | had no idea. You know, | had — | frankly thmk what Ken toid
me aver the phone was nol new news. You all had been reporting for
weeks that Envon had problems, thal they were in trouble and the rast of
that. And, you know, it's part of the reason | didn't think there was any
reasan for me 1o [a% o anybody else, because | thought what Ken said
to ma was public propery. It was asl new news.

SMOW: S0 were you surprised by the collapse of Enron's stock valua?
O'MEILL: Well, not really. | guess, you know, e watched lols of
corpariMions come and go. If's an interesting fact that there are very few
companies that have been arownd for 40 or 50 years or 100 years.

S0, you knaw, In the broader schame of things, not really, Companias
come and go. I's — part of the genlus of capitalism is, people get to
make good decisions or bad decisions, and they get 1o pay the
consequence of o enjoy the fruits of their decisions. That's the way the
sysbam warks,

SNOW: Now, a few years ago, 8 company called Long-Tanm Capital got
a badigut from the fedaral govermnment as il was facing bankrupiey, At
b2as] N —

O°NEILL: | don'l think (hat's...

SMOW: I'm sorny, Go abead

O'MEILL: | donl think that's a comect charactierzation. My recollection is
thai Long-Torm Capital had a problem, and the New York Fed, | think it's

true, played a role in convening the banks thal ware at risk, but | don't
think the fadesal government provided anything at all, Tony.

SNOW: OK. In that cass...
O'NEILL: There was no balloul. There was no badlout

SNOW: O, Wall — and there was no requested bailoul here, There was
a roquest for parhaps some aid in intervening with Moody's, which was
doing coqporate ratings,

O'NEILL: Mot to me.
SHOW: O, Bul o peopla under your perisdiction, correct?

O'NEILL: According 10 accounts thal I've read in the newspapers, thal's
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right.

You know, this thing has bacome a subject of ki of convarsation, Wa
have taken what | think are prudent steps, so that I've not spent any ime
talking 1o the undersacratary aboul the convarsations he had with othar
people, o make sure thal wa do this correctly,

You know, | think we have done the right thing. We're gaing to continua
b do the right thing.

The prasident has asked me o lead 8 couple of different groups, 1o see if
there are lessons that we should learmn, and possibly change law, rules or
regulations lo beller prolect individuals who have a stake in a 401(k) plan
&r a pension plan, to make sure that the people that are involved out
there in companies ane not disadvantaged by decisions thal thair laaders
ko,

SHOW: Naw, is the philosophy of this adminisiration thal, when a
company gels indo a bend bka this, ifs on its own?

O'NEILL: Absolutely. You know, unless thene™s an issue related to the
company that reaches bo public responsibility, you know, in the Amedcan
capitsiis sysiem, Companies are responsible for thesr actions, And there
is @ broad schema of laws and nules and regulations thal instruct and tell
companies what they're supposad to do. And 50, of coursa, you know,
we donl have an inberést inindividual companies, and that's it

SNOW: So you're not talking to Peter Fisher, wha's your undersecratary
warking on this. There seams to be almest a see-no- avil, speak-no-svil
kind of aimosphere. You're not talking to a guy who's working for you,
¥ou and Don Evans don'l lalk lo the president uniil 2 meeting just very
racenily.

Surely there had to be some sense in your mind that these calls were
inappropriate, or that there was somelhing about tham that you did not
wianl 1o pass along o e prasident. s thal comrect?

O°NEILL; Mo, it's not | didn't think thers was anything inapproprats
aboul Somedad calling mdb bo give ma & heads-up that there ware somes
technical things that we ought to pay attention to. | don'l ind that
inappropriale. |t seams o me if's exaclly By right discharge of my dutios
o make sure that the public’s not going 1o be hurt by some individual
comgany aclion.

SNOW: Now, Henry Waxman is saying that this adménistration — well,
let ma read a quote from Congrassman Waxman, He's going 1o be
candicling an invastigation; a lot of people are. Ha's making allegation
aboul tha way ha Whils House has handled this. We're going o gat it up
on the streen hene presantly,

He sald, "It s now clear that the White House had knowledge thatl Enron
was likely to collapse bul ddf nething 1o protect innocent emgloyees and
shareholders wha ulemately lost thadr life savings. I'm deeply troubled
that the Whibte Houwse siood by and let this happen bo Boussnds of
familias.®

Your reaction?

O"'NEILL; My reaction &5, you know, if's just amazing o me o have this
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kind of cammant. What we knew, what | knew, | think what those of us in

the administration knew was public property. Evaryone knew fram

Enrnn': disclosures that they were struggling. Wa didn't know mane Ban
al,

The company had a duty to mfiorm its shareholders and its employeas.
about things that were golng an inside the company. Thal's not a federal
govermnment respanaibility,

And again, we didn't have any knowledge thal wasal general public
praperty. You all in the lelevision world and in print media were reporting
on kind of a day-lo-cay basis whal was going on in Enran. | didn't kasw

anything more than you did,

SNOW: So when Ken Lay a-mailed amployees in August saying he
thinks the best imes are ahead, do you think he was being straight with
his employess?

D'HEILL: Waell, | don’ know. You know, that's samething you noed to ask
Kan Lay. | don't know. | didn’t heve inside knswledge of whal the
company's prospecls were. You know, having been a CEQ, | aflen = |
abrays communicated with my paople what | thoughl was going on. And
you nead to ask Man Lay what he had in his mind whan he sant thal &-
mail.

SNOW: Dio you think the federal govermment or Congress oughl 15 do
anything to Iry lo make whole some of the shareholders, especially
people who worked for Enron who've lost thelr life savings. o is that just
the breaks?

O'NEILL: Well, again the second group the president asked me to lead is
io kzok and see whether the laws and rules and regulations about
disclogure are appropriale and whelhar somathing's besn missing in the
requinemants for discloswere, especially in these areas thal are so

compicaied.

| don't know whether you've ever spent any time Irying o understand the
derivalives business. | did, because when | was al Alcos we ran a billisn-
collar, muli-Lillion-dolar dervatives process in the 36 counlies we wenn
involved in around the wordd. And It's an enormously complicated
subject,

Th prisicint’'s asked me o look at the neles and requlations and sce
whather wa nead 1o modify them (n some way 9 assure thai
shareholders and employees are nol disadvantaged becausa the
disclosurs rules are not strong encugh.

SHOW: Me. Secrelary, fingl gueson, I'm going 1o read a Fox Mews
Opinian Dynamics Pell quostion. We asked people about their oplimism
aboul the economy, whather they think things ane going fa gel bellar or
worse in the naxt year. And 74 percent said better; only 14 parcent said
Worse,

A thay realishic of guilty of irational exubarance?

O'NEILL: Mo, | thank they're an the right track. | think — you know, | think
the Information we have so far in the dala on economic perdformance is a
mix basl | think it's mixed toward the positive side, and 'm optimistic wa'ne
going lo rélum to a good rates of real growih.

file:/CAWINDOWS\Temporary¥:20Intemet%:20Files\OLKG1 T 0 5 0 6‘ a O 172002

' ' 01000000000139



FOXMNews.com

Page6oll]

SNOW: Wilh or withoul a stimulus package?

O'MEILL: Well, the sbmulus package, | still believe, would hasten the
movement out of a slow econamic pariod. It would halp people wha waro
direcly aflected by the evenis of September 11.

The president sawd over and over again, every person who has a
progpect of lasing their job or who has |ost thedr jab, we should cane
#bout them and therafore, yes, we should do the stimulus package.

I'm hoping the Congress will come back informed by their constiluenis
that they, the constituents, want a stimulus package and thal we' finally
gol a vobe in the Senale. We already passed two bills in the House,
Hopefully the Senate's going to be responsive, and we're going to do
somathing in the next few weeks,

SNOW: Al right. Secretary O'Melll, thanks for joining us.
O'NEILL: My pleasure.

SHOW: Up next, Congress takes a Iook at the Enron mess, (BEGIN
VIDEOQ CLIP)

BUSH: This administration will fully investigate issues such as the Enron
bankmuptcy to make sure thal workers are protecied.

{(BEGIN VIDEO CLIP)
(COMMERCIAL BREAK)

SHOW: Continuing our discussion of the Enron collapse, we walcome
wo key players from the Housa of Represaniatives: Democral Joha
Dingel, ranking member of the House Energy and Commerce
Committes; and Republican Tom Davis, chairman of his party's MaBianal
Congressional Committes.

Alza here with quastions, Brit Hume, Washington managing adilar of Fox
Mows,

Representative Dingell, based on what you've seen so far, is there any
casa for polibeal hanky panky so far in Enran?

U.S, REPRESENTATIVE JOHN DINGELL, D-MICH.: | think Its too early
io aay. | think whal we have o do (5 have a thorough investgation, cet all
thi facls, and than make the necassarny jedgment

Certanly Enron's behavior, Andersan's behavios, have raisad quastions.
And carainly the lact thal the sdministration would nod reveal the matlars
that went on with regard to the vice president's panel on enargy and
Emron's part in it ralses some queshions,

BRIT HUME, FOX MEWS: Wall, lat me [ust a3 a lollow up on that if |
can, Congrassman. \Whal link do you see betwean the discusslons the
administration had on energy policy and the financial collapsa of this
comganyT |8 there any conneclion?

DINGELL: Wel, tharg's no conneclion there, but thers is a connection
wiich is even more imponant, and thal is whal enargy policy was pul.
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Remember, Enron was pushing very, very hard 1o have (otal deregulation
of enesgy. particulary edectrical utility energy sales that had a particular
effect upon Califomia and which caused huge disasters to the people of
Caiifornia with regard to energy, Flus...

HUME: Wall, how many Investigabong are you talking about hare,
Congressman? Are you talking about ane about the financial collapse of
Enron, oF are you talking aboul two, including & saparale investigation of
enargy policy, Calfornia’s prodicament, Enron's discussion with the vice
president on that matter?

DINGELL: All this tias logather.
HUME: How?

DINGELL: Enron was busy doing many things mcluding stripping s
employees of their $01(k) benofils, including possible insider trading,
including filing false reports with tha SEC, the 10-Ks, the 10-0s and
annual repods, and they were also fied up in a pecullar relatiznship with
Andersen, their auditor,

SNOW: OK, Reprasantative Davis, what do you think? | want to gel your
responsa to what Representative Dingell sa.4,

II.5. REPRESENTATIVE TOM DAVIS, R«Va.: Firat af all, | think a lat of
what Representative Dingell says goes to what the Post says this
morming.

SNOW: That's The Washinglon Post,

DAVIS: Tha Washingion Post, ifta; "Fodl finds bad news for Democrats
kxoking for 8 raditional mid-lerm election edge.”

OH course we ought 1o investigale the collapse of Enron and what
happened (o the amployees and how some of ihe Lirgest owners of this
and tha CED ware able to cash oul while farbidding ihair own employeas
b o tharl, e ought b0 take a look at the financial accounting slandarnds
on this. We oughl to sea i new rules and regulations aught o come
foreard.

Bul taking a look at these overall policies. jusl this poliics, there's
abaohrialy ng evidence 1o dile that the administration did anything
Fmprogedy. And we Know that Enron gave a ol of money 1o a lot of
players in ¥Washington on both sides,

SNOW: Carl Levin, who is going to be running an investigation an the
Senate side, has said on another broadcast that ha thinks that Ken Lay,
in fack was asking ovar the phone for mapgropriate fmeoes fram he
administration. Do you see any evidence of that?

DAVIS: Well, we know he was on the phone. We know that they had Bab
Rubin, who was Presidant Clinton's Cabinet secretary, call up on their
bahall. And we don’t know all those answers yil

What we do know 20 lar is we found no indicaion that the administraton,
in amy way. did anythang improper or answeared any calls that might have

05070
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HUME: Bul you are, as the haad of tha Natianal Republican
Congressional Commitiee, in the process of retuming campaign
Contributions.

DAVIS: Absolubaly.

HUME: Well. if theres nothing Imiproper hero, why return the manay?
DAVIS: Wedl, I'll tedl you why, bacause they gave $100,000 in corporate
daltars, it could go back and hedp those employees, help fund their
pansion plans. And, frankiy, [ think that is a better use of $100,000 at this
point.

SNOW: Representative Dingell, you also gol some maney over the years
from Enron, Did anybody at Enron Iry 1o eontact you?

DINGELL: Well, Enran talks to everybody, And I've told them no 3
almost avarything they've said...

{LAUGHTER)

«. and that includes deregutation of electrical utllity sakes and things of
that kind.

SNOW: But during this pariod when Enron officials were contacting the
Ireasury secretary, the commerce secrélary and the undersecratary of
treasury, did anybody call you and say, we want you o take a look into
rating servicts or wa wanl you 12 give us some halp?

DINGELL: Mo, thay did not, and | would nod have done so.
And by the way, Tony, thoy gave me $10,500, and we're going to give
fthat money — I've aliready instrucied my campadgn treasurer — io the

funds that have baea sat up to help the employees, and | urge everybody
b3 da the samse thing.

HUME: Wall, just to follow thal up for a second, Tony'a guaslions, when
did thay contact you, how often and aboul what?

DINGELL: Well, they were usually contacting me about deregulating
elactrical utility salas, and wa ahvays 1old them no.

HUME: When was the last time? When did thal happen kast?
DINGELL: Oh, over a pariod of some lima, and we fold them no.
HUME: What? Last year, kast 3ix months, last month, when?

DINGELL: Oh, over a long period of bme. They contacted us about that,
We loid tham no. | opposed the proposal, | think it was the right thing to
do,

HUME: Sounds &e tha 310,500 was a bad invesiment,

DINGELL: Well, if thay regard it as an investmani, they lost thelr shir,
But what we're going to do with thal money is give that to the employees’
funds to try and help makes whole from the fact that so many of their em
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ployees losl everything in the process of the collapss because Enron
would not let tham cash out their 401{k)s,

HUME: Cangressman Dingedl, when the hearings get undar way, will you
be wanting to have Bob Rubin among those teslify about atlempts o gain
inMuence ar bailout for Enron?

DINGELL: If you waiched me when | ran investigations, and | ran a kol of
them, and they were very, vary effective, we had everybody in. And we
saw o it that we got all the feels,

HUME: That would be a yas?

DINGELL: And that's what | wani of these investigations in the Senabe
and the House,

HUME: Wauld thal be a yes thea?
DINGELL: Thal means absolutely yes.

SNOW: Representative Davis, Fve heard you talk about reluming
contributions, Reprasentative Dingall talk about refuming conlributians, if
you returned averybody's conlributions, you probably would be able o
Save ong of two of the people who workad. You've gol thousands at
Enron, This is token halp.

Mow, is theda going fo be soma move on Capdial Hill 10 make thess
peopin whola? And if so, shouldn't other paople who have bean the
victim of bad business practices and had their porifolios hamperad,
shouldn'l they also expect help from Capitol Hill?

DAVIS: Well. | don’ know thal they can expect & governmen! balloul at
this paint.

But, look, | agree with Congressman Dingel, We noed to get o the
bottom of this matter, We have a criminal probe going on from the Justices
Departmant. | think that's approgriate,

But I think on Capited Hill, we nead to look at why the sevenih- largest
corporation in America fell so quickly, why Iheir corporate execulivas
wore cashing out and their ordinary employeas that had grown the
company were not able to do that and lost their pension funds,

SHOW: 15 it your suspicion that corporate executives deliberately misled
employees and teld them everyihing was going 1o be fine, meanwhie,
they cashed oul while the employees were laft holding the bag?

DAVIS: That's the appearance is. | think we need 1o nail that down, but
thal is [he appearances.

And tha quaslion then s, wene they acling legally, improperdy, and do
we need lo put in new rules and rirgulations to slop this in the fufure?

SHOW: Reprasentalive Dingell. gelfing back 1o the investigations,
Attlomey General John Asheroft, whe recaived maoney just las! year from
Enron in a failed Senate bid in Missour, said ha's going 1o recuse himsalf
from the case
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Do you think anybody who's received money from Enron over tha years
should recusa themsehes fram the investigations? And that would
includa you.

DINGELL: | thinik thara's a judgment thal should be made,

Weil. Tany, I'm just going to fall you, I've opposed Enron at avery tum.
And | intend to — with regard 1o deregulation and questions that they
regard important and confacted me on, and | intend o continus that
praclica,

Mo, 'l give Enron an honest investigaion, Wel look and sea what kind
cf rascality went on.

Remember, there's plenty heda io kook info, There's tha fact that Enren,
apparenlly, mada falee represantations in connecton with their anaual
reports, their 10-Ks and their 10-Os. They, eilher alona or iogather with
their accountant, misrepresantad iacis. Their accountant also destroyed
large valumes of papers.

I den’l think you can find anybody in the country who doesnt want fo get
i the boliom of this. That includes me and every other member of

Congrass.

SNOW: Representative Davis, do you think either political party is going
Io be able lo gain political advaniage out of this Enten scandal?

DAVIS: Well, right now there 5 absolutely no evidence that anyona in
glected cifice or in te administralion acted Improparty, So at this point, |
don't sea any advantage. | see pecpla — they're jockeying for it. when
you look al the polls and how these have been used in the past. But | can
assure you, wa'll have a fair hearing on the House side,

SNOW: All right. Representative Dingell, very quickly, either side getting
an advantage? We'll get 10 seconds.

DINGELL: Well, Tony, | want o see a fair, thorough and complets
investigation.

SHOW: All right.

DINGELL: | dan™ think wa ought io make a partisan gsue oul of this. |
think wa cught to get to the facts.

SNOW: All right, Represenlative Dingell, Represantatrqe Davis, thank
you baoth

Copyright & 2002 by eMediaMiWorks, lnc. Mo portion of this
transenplion may be coped, S0l or retrenamited withow! the express
wrilten authonly of eMedioMilWorks, Ine.
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DEPARTMENT OF THE TREASURY
WASHIMNGTON

MNovember 12, 1999

FOR LIMITED DISTRIBUTION AND NOT FOR DISTRIBUTION
OUTSIDE THE LEGAL DIVISION

T
MEMORANDUM FOR NEAL 5, WOLIN

ACTING GENERAL COUNSEL
FROM: Richard 5. Carra é.-—-“

Associate General Counsel
SUBJECT: Weekly Report: November X - 12, 1999
HIGHLIGHTS

[OUTSIDE SCOPE , (b)(5)]

[(B)3)]

[OUTSIDE SCOPE , (b)(5)]

01000000001282



[OUTSIDE SCOPE , (b)(5)]
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[OUTSIDE SCOPE , (b)(5)]
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[QUTSIDE SCOPE | (b)(5)]
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[OUTSIDE SCOPE , (b)(5)]
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[OUTSIDE SCOPE , (b)(5)]
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[OQUTSIDE SCOPE | (b)(5)]
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[OUTSIDE SCOPE , (b)(5)]
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DEPARTMENT OF THE TREASURY
WASHIMGTOMN

Movember 5, 19049

FOR LIMITED DISTRIBUTION AND NOT FOR DISTRIBUTION
OUTSIDE THE LEGAL DIVISION

MEMORANDUM FOR NEAL S. WOLIN
ACTING GENERAL COUNSEL

FROM: Richard S, Cnrru.:fg-'--"‘""_-_

Assoclate General Counsel
SUBJECT: Weekly Report: November 1 - 5, 1999

HIGHLIGHTS

[OUTSIDE SCOPE , (b)({5)]

01000000001290



[QUTSIDE SCOPE | (b)5)]

(B3N

[OUTSIDE SCOPE , (b)(5)]

0100000000129



[OUTSIDE SCOPE , (b)(5})]

01000000001292



[OUTSIDE SCOPE | (b}(5)]

01000000001293



[OQUTSIDE SCOPE . (b)(5)]

01000000001294



[OUTSIDE SCOPE . (b)(5)]

01000000001295



[QUTSIDE SCOPE |, (b)(5)]

01000000001296



DEPARTMENT OF THE TREASURY
WASHINGTON

October 8, 1999

FOR LIMITED DISTRIBUTION AND NOT FOR DISTRIBUTION
OUTSIDE THE LEGAL DIVISION

MEMORANDUM FOR NEAL S. WOLIN
ACTING GENERAL COUNSEL

FROM: Richard §. Carro Aé"__—\

Associate General Counsel
SURJECT: Weekly Report: October 4-8, 1999

HIGHLIGHTS

[OUTSIDE SCOPE , (b)(5]

01000000001297



[OUTSIDE SCOPE , (b){5)]

[(B)5)]

[OUTSIDE SCOPE , (b){5)]

01000000001298



[OUTSIDE SCOPE , (b){5)]

01000000001299



[OUTSIDE SCOPE , (b)(5)]

01000000001300



[OUTSIDE SCOPE | (b)}(5)]
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[QUTSIDE SCOPE |, (b)}S)]

01000000001302



[OUTSIDE SCOPE , (b){5)]

01000000001303



[QUTSIDE SCOPE |, (b){(3}]

01000000001304



DEPARTMENT OF THE TREASURY
WASHINGTOMN

September 17, 1999

FOR LIMITED DISTRIBUTION AND NOT FOR DISTRIBUTION
OUTSIDE THE LEGAL DIVISION

MEMOBRANDUM FOR NEAL 5 WOLIN
ACTING GENERAL COUNSEL

T

FROM: Richard §. Carro o7
Aszociate General Counsel

SUBJECT: Weekly Report: September 13-17, 1999

HIGHLIGHTS

[QUTSIDE SCOPE | (b)(5}]

01000000001305



[OUTSIDE SCOPE |, (b)(5)]

[(BX3)]

[OQUTSIDE SCOPE |, (b)5)]

01000000001306



[OUTSIDE SCOPE , (b)(5)]

01000000001307



[QUTSIDE SCOPE , (B)S)]

01000000001308



{GUTﬁIDE SCOPE | (b)(5)]

01000000001309



[OUTSIDE SCOPE , (b)(5)]

01000000001310



[OUTSIDE SCOPE . (b)(5)]

0100000000131



[GUfSIDE SCOPE | (bX5))

01000000001312



DEPARTMENT OF THE TREASURY
WASHINGTON

July 9, 1999

FOR LIMITED ISTRIBUTION AND NOT FOR DISTRIBUTTON
OUTSIDE THE LEGAL DIVISION

MEMORANDUM FOR NEAL 5. WOLIN
ACTING GENERAL COUNSEL

FROM: Richard §. Carro*t———

Axsociate Genernl Counsel
SUBJECT: Weekly Report: July 5-9, 1999

HIGHLIGHTS

[OUTSIDE SCOPE , (b)5))

01000000001313



[(B)S5)]

[OUTSIDE SCOPE , (b)(5)]

01000000001314



[OUTSIDE SCOPE , (b)(5)]

01000000001315



[OUTSIDE SCOPE , (b){5)]

01000000001316



[OUTSIDE SCOPE , {b)({5)]

01000000001317



DEPARTMENT OF THE TREASURY
WABHINGTOMN

July 2, 1999

FOR LIMITED DISTRIBUTION AND NOT FOR DISTRIBUTION
OUTSIDE THE LEGAL DIVISION

MEMORANDUM FOR NEAL 5 WOLIN

ACTING GENERAL COUNSEL
FROM: Richard §. Carro 27—
Associate General Counsel
SUBJECT: Weekly Report: June 28 « July 2, 1999
HIGHLIGHTS

[OUTSIDE SCOPE . (b)(5)]

01000000001318



[OUTSIDE SCOPE , (b)(5)]

b)=]

[OUTSIDE SCOPE | (b)S)]

01000000001319



[QUTSIDE SCOPE | (b)5)]

01000000001320



[OUTSIDE SCOPE , (b)(5))

01000000001321



[QUTSIDE SCOPE , (b)(5)]

01000000001322



[OUTSIDE SCOPE ., {B){5)]

01000000001323



[QUTSIDE SCOPE | (b)}5)]

01000000001324



Jume 18, 19409

FOR LIMITED DISTRIBUTION AND NOT FOR DISTRIBUTION
OUTSIDE THE LEGAL DIVISION

MEMORANDUM FOR NEAL 5. WOLIN
ACTING GENERAL COUNSEL

FROM: Thomas M. McGivern
Deputy Associate General Counsel

SUBJECT: Weekly Report: June 14 - 18, 1999

HIGHLIGHTS

[OUTSIDE SCOPE ., (b)(5)]

01000000001325



[OUTSIDE SCOPE | (b}(5)]

[(b)(5)]

[QUTSIDE SCOPE |, (b){(5)]

01000000001326



[OUTSIDE SCOPE , (B){5)]

01000000001327



[OUTSIDE SCOPE , (b)(5)]

1000000001328



[QUTSIDE SCOPE | (b}(5)]

01000000001329



[OUTSIDE SCOPE , (b)(5)]

01000000001330



[OUTSIDE SCOPE . (b)(5)]

0100000000133



Jume 25, 19499

FOR LIMITED DISTRIBUTION AND NOT FOR DISTRIBUTION
OUTSIDE THE LEGAL DIVISION

MEMORANDUM FOR NEAL 5. WOLIN
ACTING GENERAL COUNSEL

FROM: Thomas M. MeGivern
Deputy Associate General Counsel

SUBJECT: Weekly Report: June 21 - 25, 1999

HIGHLIGHTS

[QUTSIDE SCOPE | (b)5)]

[(B)(3)]

[OUTSIDE SCOPE , (b)(5)]

01000000001332



[OUTSIDE SCOPE , (b)(5)]

01000000001333



[OUTSIDE SCOPE , (b)(5)]

01000000001334



[OUTSIDE SCOPE , (b)(5)]

01000000001335



[OUTSIDE SCOPE ., (b)(5)]

01000000001336



[QUTSIDE SCOPE , (b)(5)]

01000000001337



[OUTSIDE SCOPE | (b)(5)]

01000000001338



[QUTSIDE SCOPE |, (b)(5)]

01000000001339



June 30, 1999

MEMORANDUM FOR SECRETARY RUBIN
DEPUTY SECRETARY SUMMERS

FROM:; NEAL 5, WOLIN
ACTING GENERAL COUNSEL
SUBJECT: Weekly Report for the Week of June 18, 1999
HOT ISSUES
[OUTSIDE SCOPE]

KEY GENERAL COUNSEL NEWS

[OUTSIDE SCOPE , (B)(5)]

01000000001240



[OUTSIDE SCOPE , (b)(5)]

[(B)(3)]

[OUTSIDE SCOPE | (b)(5)]

01000000001241



[QUTSIDE SCOPE | (b)(5)]

010000000013242



September 21, 1999

CONTAINS INFORMATION PROTECTED BY ATTORNEY-CLIENT
AND ATTORNEY WORK PRODUCT PRIVILEGES

MEMORANDUM FOR SECRETARY SUMMERS
DEPUTY SECRETARY EIZENSTAT

FROM: NEAL S. WOLINM
ACTING GENERAL COUNSEL
SUBJECT: Weekly Report for the Week of September 20, 1999
HOT ISSUES
[QUTSIDE 5COPE]
GENE INSEL NEW

[OUTSIDE SCOPE , (b){5)]

010000000013243



[OUTSIDE SCOPE , (b)(5)]

01000000001344



[OUTSIDE SCOPE , (b)(5)]

[(bXS)]

[OUTSIDE SCOFE , (b)(5)]

01000000001345



[OUTSIDE SCOPE , (b)(5)]

01000000001246



October 8, 1999

FOR LIMITED DISTRIBUTION AND NOT FOR DISTRIBUTION
OUTSIDE THE LEGAL IMVISION

MEMORANDUM FOR NEAL 5. WOLIN
ACTING GENERAL COUNSEL

FROM: Richard 5. Carro
Associate General Counsel
SUBJECT: Weekly Report: October 4-8, 1999
HIGHLIGHTS

[OUTSIDE SCOPE , (b)(5]

01000000001247



[OUTSIDE SCOPE |, (b)(5)]

[(B)(3)]

[OUTSIDE SCOPE , (b)(5)]

01000000001248



OTHER MATTERS

[OUTSIDE SCOPE |, (b)5)]

01000000001249



[OUTSIDE SCOPE . (b)(5)]

01000000001350



[OUTSIDE SCOPE |, (b){(5)]

01000000001351



[OUTSIDE SCOPE |, (b)(5)]

01000000001352



[OUTSIDE SCOPE | (b)(5]]

01000000001353



[OUTSIDE SCOPE |, (b)(5)]

01000000001354



Detober 15, 1999

CONTAINS INFORMATION PROTECTED BY ATTORNEY-CLIENT
AND ATTORNEY WORK FRODUCT PRIVILEGES

MEMORANDUM FOR SECRETARY SUMMERS
DEPUTY SECRETARY EIZENSTAT

FROM: NEAL S, WOLIN
ACTING GENERAL COUNSEL
SUBJECT: Weekly Report for the Week of October 11, 1999
HOT ISSUES

[OUTSIDE SCOPE]

[QUTSIDE SCOPE | (b)S)]

01000000001355






[QUTSIDE SCOPE |, (b)S)]

01000000001357



[OUTSIDE SCOPE |, (b)(5)]

[(B)S)]

[OUTSIDE SCOPE ., (b)(5)]

01000000001358



[OUTSIDE SCOPE | (b)5]]

01000000001359



Movember , 19940

CONTAINS INFORMATION PROTECTED BY ATTORNEY-CLIENT
AND ATTORNEY WORK PRODUCT PRIVILEGES

MEMORANDUM FOR SECRETARY SUMMERS
DEPUTY SECRETARY EIZENSTAT

FROM: NEAL 5. WOLIN
ACTING GENERAL COUNSEL
SUBJECT: Weekly Report flor the Week of November 1, 1999
HOT ISSUES
[OUTSIDE SCOPE]

KEY GENERAL NSE WS
[OQUTSIDE SCOPE | (b)5)]

01000000001360



[OUTSIDE SCOPE | (b)(5)]

[(B)S)

[OUTSIDE SCOPE , (b)(5)]

01000000001361



[OUTSIDE SCOFE | (B)}(S5)]

01000000001362



[CUTSIDE SCOPE , (b)S)]

01000000001363



March 24, 2000

FOR LIMITED DISTRIBUTION AND NOT FOR DISTRIBUTION
OUTSIDE THE LEGAL DIVISION

MEMORANDUM FOR NEAL 5. WOLIN
GENERAL COUNSEL

FROM: Thomas M. MeGivern
Counselor (o the General Counsel

SUBJECT: Weekly Report for March 24, 2000

HIGHLIGHTS

[OUTSIDE SCOPE . (b)(5)]

OTHER MATTERS

[(B)(S)]

01000000001364



[(B)=]

[OUTSIDE SCOPE | (b)(5)]

01000000001365



[QUTSIDE SCOPE | (b)(5)]

01000000001366



[OUTSIDE SCOPE , (b)(5)]

01000000001367



[QUTSIDE SCOPE | (b){(5)]

01000000001368



[QUTSIDE SCOPE | (b)(5)]

cc: Joan Donoghue David Cohen
Lexa Edsall Marty Moe

ec: AGCs DAGCs
CGC stall Bill Hoffman
Barbara Hammerle

01000000001369



Hammond, Donald

T — s
From: Car, Pamala
Sanl: Waednasday, January 16, 2002 1:08 P
Toe Bozdek, Roger; Camington, Wanda; Cheeks, Druesilla; Davis, Ann; Davis, Crystal; Decena,

Dan; Green, Kenneth Jr.; Hammond, Donald; Ho-Yen, Monique (OCDM); Johnson, Michaat;
Kolelnicki, Donna; Kubeluis, Christopher; Lebryk, David; Maryott, Car; Michaux, Diane:;
Manroe, David, Reid, Robert; Santiago, Priscilla; Seward, Lachlan; Smith-Gorham, Tynia;
Stroupe, MaryElen; Wiss, Barbara

Subject: FW: January 11, 2002

)

Emor-Corsres. o
Crafi o W ¥l

- === =Original Hessage-----

From: Pringle, Veronica

Sent: Monday, January 14, 2003 3:31 PN

To: Dam, Ken; Adams, Tim; Eupfer, Jeffrey; Fisher, Peter; Gurulé, Jimmy;
Tayler, John; Clarida, Richard: Davis, Michele; Dunean, John; Flyzik,
Jim; Weinberger, Mark; Munk, Russell; Schmalzbach, Kenneth; MeInsrmsy,
Roperca; Schaicz, Michael

Cc: Harvey, Reavie; Valentic, Marsha; Gathers, Shirley; Hart, Anna;
Witetenhager, Linda; Cully. Lencra; Flanagan, Rosemary: Strickler, Marie;
Jones, Janet; Baker, Ros; Jacobs, Ethel; Craven, Lesae; Kinard, Ywvette;
Bouslowgh, Terry; Pringle, Veronica

Subject: January 11, 2002

01100000000069



Page 1 of 3
Carleton, Norman

From: LorSantamorena@bpd freas.gov

Sent:  Friday, December 07, 2001 1:4T7 PM

To: norman.careton@do.treas.gov

Subject: 1BM ) Derivatives Daalers Fret as Bankruptcy Overhaul

you may have already sean this..,

== Forwarded by Lo SaniamorsnaBPD on 120700 G147 Pl —

“PUBLIC DEBT, US DEPT OF TREASURY™ <GSRSblasmbarg.nats
Ta:  LESANTAMORENAQEFD TREAS GOV

oo

TR k2P Subject BN ) Dervaves Dealers Frat as Baninpicy Cvarhaul Lags

perlvatlves Dealers Fret as Bankruptcy Oesrhaal Lace (Dpdatell
3901-12-07 13:0) (Hew Tork]

Derivstives Dealsrs Fret as Bankruptey Owerhaul Lags (Updacel)
{Adds Enron cosmant in 1ich paragzaph.]

Mashingtos, Dec, T [Bloosberg] -- J.F, Morgas Chass & O3,
Herrill Lymeh & Oo. snd obher securities firms ars Eryping Eo
parausds Congress that failure to change bankruptcy sules by
wear"s end will disrupt che market for the products companles use
o hadge sgainsc fluctcustioms lm interest rates and currencies.

The banks wsnt Congress to requice that a cospany's holdings
sf derivatives ba oconmidersd as & whale §f 1% goss Broke, TRAE
WAy, Dankrupticy tTestess camn't cash in gome decivatives chat
®eitle im the compamy's favar asd wold othard &f whichk Lhe Sompany
cwnd Ghe bank. Federal Reserve Boasd Chalsmas Alas Sresaspasn and
Treasury Sscretary Paul ©'Esill suppart the Sancept.

The changes is something derivatives dealecs Bave wanted for
years, Thsy say the need is sore préasle] now becsude the
soonomy s alusp hae driven record pusbers of cospaniss lnto
bankrupicy, Ctharwies, banks will Essitave o deal in derivecives
without the goarantes that they®ll ba paid, thus dsnyisg
Businessss of all kinds a key tool o pin down [uiure oooie.

" Wé aFe fearful chac Ln Che CUTTENT Negetlve scooomic
climaLe, Chess products are going ©o be tested im & way Chat chay
have not bees Cested, " sald Gtecy Carey. & lobbyist for ESae
trcernational Bwapa and DeTivativea Associatian.

Legislation requiring dezivatives o be dedlt with ai & AEL
apaet iw tuchesd imbo & larges benkruptcy owerhaul bLILD, che Chrast
of which would make 1t hazdar for conm 23 po all of eksir
oredit card sand other unsscured dabt wien filing for DaRKTEPECY.

“Cherry-Ficklieg'

Action on the bankruptcy measore Das stallesd for & [ouarth
comseculive year over disputes unrelitsd o che darlvatlves
**mekting'' provisicos, shick have drawn no opposlcion. DealsTs
wast Congress to sove che derivarives propopsl an esparats
leginlaties.

Corivatives are daalgmed to profect frem wild awings In
Prices o isktares! rated; & company buys contracte that will
presluce galae Lf obber assets yleld loesss. Almosr Isevitably, &
largs boldieg of derivatives will contsin winners and losers.

ader bankraprey lav, DARKFUDT Companiss may cancal
chbligations and contTects that are cofrous £5 thes and cash thoss 02 0 1 3
with Favorable returns o pay eredicors. Canceling losalng

contrecte and kespleg wismlng enes L unfals, dealecs say.

117702

01300000000621



™his " “charry-plokisg’'® by bBankrapk compacies has Been a5
pecanional probles in che past, said Fhilip WcBride Jobmeon, &
lawyer wha was chairean of the Ceewodity Potures Trading
Commisnics in tha sarly 19008,

"TlETE vary croublessss, 0 Johnssn sald. "UYol just espeooed
ir eo hapgpan.*-

Enron in che Deck

Engea Corp.. the soergy Lrades that Ziled che largestc
bankrophbcy cads in 0.8, histary sarly ERLs seach, be the cyps of
company to have masy derivatives contcacts amang LT assscs £o
medge againat changes im energy prices asd interest cetes,

"TAE thi@ rirs, we know Che natlional banks we regulste srs
mot owerly aspossd to credit risk from Emron, *° sald Michasl
Brosman, deputy compiroller of tha DEfice af the Cowpizallar af
hi CUrTeney.

Derivacives inoluds Fwaps. SSCUTiLY conLSTacte, Feperchass
sgreesents and forward contracts. Forward delivery £oatcacté 18
the carrescy markets, for sxssple. allow tradsrs to leck in
carrent prices whas buying or sslling currancies For futurs
dalivery.

By netting derivatives contrscte, cospanles cas Cale what
they owe ssch obther on seversl comErscte and offset chones fliguses
to come up with & mingle amcunt for payesnt by one af the
companige. For azample, if one compas’ owes others §12 million if
iSEereil Faled §o op OB VArlous CORLESCTE and is owed §15 milllom
§F lsterest rabes §o down, the sccounting would be mimplified to
mbipolate that it gees §3 milliem.

Oaldsan, Sxecha £ Oo.. BRank of America. Bsar Stearns & CO, and
Credic Sulmss Firsr Doscon Are amond che ocher msjor [inancisl
firsa chat deal in derlvaclves.

Oresnapan’s Dacking

Gressppan and the heads of the fedetal regulatory agencies
for Danks, comcdities deslsre andd securities firme sect a letier
o congressionsl lssdsrs urging tham bt speed snastwsnt 8f the
bankTaptoy bill's setbing provieions if tha Booader legislation
remaine stalled,

““He balisve that failure Eo anast thase Flrasslal sonzracc
pebiing provisions would uncecessarlly place the [inancial sysces
AF grestsr viak.'' rhe regulscors’ leccer sadd,

Broanan today arged Congress bo pans the legislatlion. ©“Whakt
thim :;i'lIl-lllm will @5 is ankance the legal certalnty ws have, "°
S mmid.

Eeprasentative Parrick Toomey, a Pemmmylvania Republicas
wha's introduced the sandatary Betting requirements as separste
leglslation, ssid ““a cloud of Lefal unsefcalnlys" new suFesunds
the way dsrivatives cootracts are kandled during bankrepboy

ege.
“"It"m im sverybody's intarest t& slimisaks thar legal
anoertainty, *° Toomey ssid.

Mpror iae of LTOM

Bupporters say the provision will Belp prevent comfuslan from
meiling global fimancial macrkeis in case & major derivatlves
holdar poad bast -- 48 almosk happened In 1¥FE «hen Long-Ters
Capital Manspesent LF, one of the biggesc U.5. hedge [unds, AlmsaE
colispeed, Lomg-Term Capital lome mors than $4 bBillies in &
complax investsest sLrafedy ERAr iRvelwsd 80,000 trades with 7%
hanks a=d securities Lires.

A record 134 publicly traded cosmpamies with more than §168
billion in assste filsd for Bamkzuptey this year, sccarding Eo
Bankruptoyhats  con, a Boaton-Based Web sife ERAT EFacks aush
filings.

Houss and Benate megotistore are working an 4 flpal verslen af
the broadsr bankroptcy legislaticn and Prealdent Gecrge W. Bush
haw indicated he would algn 1. Thé chances of that Bsppesing
during the rest of this year or sarly mexe year are alim.

““It's gaing to ba very difficule o gErt A bankrmaproy Dlll
dose, ' © Toomay sald. ""IT just EesmE o ss thar ic's bogged dowm
and it'w likely to remain bogpped deown.=*

“Amy Train'

Am o Backup plas. Carey of the [ELEFRALlseA]l Owapd &nd
Derivatives Associsrion sald flnssclsl service companies ars
pushing for Congress Lo atbach Toomay s Bill To ““asy Crain chac's

1711702

Page 2 of 3
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leavieg che szatien.

""There's vos mach at risk $0 be dented the chance to get
thim dons separscely. ' Casey sald.

Espublican leaders Ln che Hocee Bave yet to scheduls the bill
for a wote. Carey saild that the bankraptcy bDlI1's sponscrs have
eold lablyiaes that they opposs bresking seccioss ot &f the b1l
tacsuss Che bigger =ffort saf lods aosentes,

--Bob Qravely is Washingtan (302] 624-1868 fehg/érdefehg

Story fllustration: To mes wores storles abour CRapter 11
taskruptcy [ilinge, typs, (WE BEY «8Qw)
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ﬂarlatc:-nl Norman

— ———

From: Bitsbarger, Timothy
Sani: Tuesday, December 18, 2001 5.22 PM
T Carlelon, Morman
Subject: RE: DJ: Senalors Alm To Prevent Future Enron-Type 401(k) Problams
this is exactly the background we will need!

——-Ciriginal MEsIpE--—-

Froen: Carleton, Morman

Saniz Tuesday, Decamber 1B, 3001 5:20 P4

Ta: Citing, MI; Bair, Sheils; Berardi, Steve; Basberger, Timotiny; Eichner, Matthew; Gabllorda, Josa; Grogs, Janed; Hammer, Viva; Lorl

w:smw,mm,mmm.m;mmmm;m,
: ‘Wiedman, Mark

Subject: 0 Senators Alm To Prevent Future Ereon-Type 401(k) Problems

December 18, 2001

Senators Aim To Prevent Future Enron-Type 401(k)
Problems

Dow Jones Newswines

WASHINGTON — Two Senate Democrats unveiled legislation Tuesday that would limit the
amount of company stock employees can hold as part of their 401(k) retirement plans.

The legislation is a response to the financial collapse of Enron Corp. (ENE), whose employees
lost millions because they had concentrated their 401 (k) plan holdings in company stock.

The legislation was announced by senators Barbara Boxer of California and Jon Corzine of New
Jerseay.

Boxer described the legislation during a Senate Commerce Committee panel hearing Tuesday
featuring testimony from a handful of Enron employees who lost hundreds of thousands of dollars
bacause their 401(k) plans were primarily invested in Enron stock.

Enron entered into bankruptcy protection Dec. 2 after questionable accounting practices led to a
historic crash in the company’s equity value. Shares that sold a year ago for more than $80 are
today worth less than a dollar.

Enron’s shares had slid to the $20s in October, when the company’s 401(k) plan administrator
"locked down" the program, keeping employees from divesting their Enron holdings.

Witnesses at Tuesday's hearing described how the bulk of the remaining equity crash occummed
during the monthlong lockdown, causing them to lose more money than they would have had their
accounts been unfrozen and they'd been able to sell their holdings.

Saen. Ron Wyden, D-Ore., likened the events to the sinking of the Titanic. Enron "locked the
workers in the boiler room” as the Enron ship sank, Wydan said.

| 02016
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Boxer said Enron may have violated a tax-law provision she authored in 1997 addressing
diversification of 401 (k) retirement funds.

The law prohibited companies from requiring employees to purchase company stock as part of
401(k) plan participation.

Boxer acknowledged that Enron workars willingly concentrated their investiments in Enron’s
previously high-flying stock, but suggested that, through the plan lock-down, employees in effect
were forced to buy the company’s stock because thay couldn't sell their holdings.

Baxer called for the Internal Revenue Service to redirect the tax breaks Enren Corp. (ENE)
obtained for its contributions to employee retirement accounts to partially reimburse employees
whao lost their retirement savings through the company’s 401(k) program.

The legislation Boxer sponsored with Corzine would limit employee 401(k) investments in
company stock to 20%, and it would limit to 90 days the period of time an employer can require its
workers to hold a malching stock contribution before divesting it.

Further, the bill would reduce to 50% the tax deduction an employer can take for its matching
stock contributions. Cash contributions would retain the 100% tax break, Boxer said.

Also, the bill would lower to 35 year of age, with at least five years of company service, the trigger
allowing employees to diversify their investments in employee stock ownership plans.

By Bryan Lee, Dow Jones Hewswires; 202-B862-6847;
Bryan.Les@dowjones .com
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Enron Chairman Gave Waming to Bush Officials on Company's Collapse

Ehe Netw Pork Brmes

January 10, 2002

Enron Chairman Gave Warning to Bush Officials on
Company's Collapse

By THE ASSOCIATED PRESS
Filed at 12:57 p.m. ET

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

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

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

Many Enron employees lost their life savings when the company filed for bankruptey Dec. 2. |ys yime to put all of

_ your photos onto your
“*What anybody's going to find out is that this administration will fully investigate issues such  |computer
as the Enron bankruptcy, 1o make sure we can learn from the past and make sure workers are
protected,” Bush said. Time 2008 10 1Fne 2000
never sel your watch

But Lay did seek the ear of other top-level administration officials last fall, #3

According to White House press secretary An Fleischer, Lay telephoned Treasury Secretary
Paul O'Neill amid Enron's collapse *'to advise him about his concern about the obligations of m
Enron and whether they would be able to meet those obligations.”

Lay also told O'Neill that Enron ““was heading to bankruptcy,” Fleischer said.

O'Neill received calls from Lay on Oct. 28 and Nov. 8, said Treasury spokeswoman Michele
Davis. It was on OcL. 16 that Enron made its stunning disclosure of a $638 million third-
quarter loss.

In a separate phone call to Commerce Secretary Don Evans, Lay similarly worried that the
company might have to default on its obligations. He brought to the secretary’s attention * that
he was having problems with his bond rating and he was worried about its impact on the
energy sector,” Fleischer said.

After that conversation, Evans spoke to O'Neill *“and they both agreed no action should be
taken to infervene with their bond holders,” Fleischer said. O 2 0 20
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The spokesman had said Wednesday he did not know of anyone in the White House who
discussed Enron's financial situation.

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

Lay gave $25,000 to a leadership commitiee headed by then-senator and now Attomey
General John Asheroft, according to the Center for Public Integnty.

An attorney for Enron welcomed Asheroft's inquiry, the latest in a series of governmental
probes into the company’s demise, saying the investigation would ““bring light to the facts.”

““We want to get to the bottom of this t00," said Robert Bennett, a Washinglon attorney
representing the Houston-based company. A lot of decent and honorable people work at
Enron and we should wait until the facts are out.”

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

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

The official declined 1o say when the investigation began. Enron faces civil investigations by
the Labor Department and the Securities and Exchange Commission and subpoenas from
congressional commitiees,

All are looking into the energy trading company’s collapse, the largest bankruptcy filing in
LS. history.

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

Enron exccutives cashed out more than $1 billion in stock when it was near its peak.

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

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

One likely focus of the Justice Department investigation is possible fraud based on Enron's

heavy reliance on off-balance-sheet partnerships which took on Enron debt. The partnerships

masked Enron's financial problems and left its credit ratings healthy so it could obtain the cash

and credit crucial to running its trading business.

The Houston-based company went bankrupt after its credit collapsed and its main rival, 0202’1
ﬁl::FM:EWmDﬂmemwrmﬂﬂmmmﬁlﬂFilmﬂlﬂmlmmmwm?:%iﬂ‘ﬂaming.., 117/02
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Dynegy Inc. (news/quote), backed out of an 58.4 billion buyout plan late last year.

Just a year ago, stock of Enron, the nation's largest buyer and seller of natural gas, raded at
$85 per share. Today it is less than §1.

L:}rhasciua:liummuhmdﬁ:faﬁn,thtﬁ:rnwﬁd:ﬂ.hymntnpmnﬁhutmmﬂm
younger Bush's 2000 presidential campaign.

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

A

On the Net:

http:fwaw . enron.com

http:/fusdoj.gov
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Chief of panal has tie to Miss.

By Arnold Linsisay

Clarion- Lidiger Stall Wrter

A former Mississippi farming activist now heads the federal Commeodity Futures Trading
- Sl

Jarnes E. “Jim" Newsome, 41, was recently confirmed s chairman of the five-member
commission charged with regulating commaodity fufures and opt-ion markets, in-cluding
mimlmﬂpmdum.md:nﬂ,nmrﬂgumdﬁmuiﬂdummmummumq

hmmmuunmnmﬁmhumdimhdmmhmﬂymwmﬂmmm
market place, giving agricalture, which once took the majority of their efforts, less than
15 percent of their current focus, MNewsome said.

Therefors, Newsome heads lhngmydnuﬂupuiudnfnﬁnuingumhmn in
December 2000, with congressional passage of the Commeodity Futures Modemization
Act, which broadened the commission’s responsibilitics.

*What we're going to do is conlinue to build upen that same theme,” Newsome suid. "In
addition to that, we're going to be involved in @ restructuring of the commission itself.

Mississippi's Republican congressional delegation ssid Newsome's involvement has

*] am delighted with the clevation of Jim Newsome to the chairmanship of this impaortart
commission. He has been a steady influence for reasonable and practical supervision of
commeodity trading under the jurisdiction of the commission. And 1 am sure he will win
high praise in this new role,” said U.S. Sen. Thad Cochran, R-Mississippi.

Mississippi catileman Fred Stokes of Poplarville, president of the Lincoln, Neb.-based,
Organization for Compefitive Markets, agreed Newsome's appointment spoke highly for
the slale. Stokes said he considers Newsome, & Plant City, Fla., native who spenl three
years in Mississippi, a fnend.

*“The futures market plays a major role on establishing cash prices for Mississippi farm
commuodities.” Stokes said. "It is also used by many farmers and ranchers 1o hedge the
price for their production and manage risk. There is always the danger thai big traders
will abitse the futures market to unduly enrich themsehves or manipulate cash prices.”
ML=
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U.S. Senate Minority Leader Trent Lott,

perfect for the role.

agreed Newsome's background makes him

Newsome's achievements include serving as former executive vice-president of the
Mississippi Cattlemen’s Association and Beef Council, former Chairman of the

Mississippi Agribusiness Council, and a past

president of the Association of Mississippi

Agriculture Organizations, and past president of the Florida Future Farmers of America.

Newsome received his bachelor's degree in Food and Resource Economics from the
University of Florida, and a master's degree and doctorate in Animal Science/Agricultural

Economics from Mississippi State University.

()

erﬂﬂhhmmhﬂm
the formulation of three new tiers of regulation—the
ot liberal of which permits almost mo oversight over
mmlqmwnqdu-npuﬂuuruumut
futures and options,

mmuhmwumw
ﬂmﬂmﬂhﬁﬂwhﬂm CFTC
and the Securities and Commission s the
two regulntors tried Lo create fr the introductan
of single stock fetures. That effort is ongoing, with a
ninﬂrnhrruhhnlhwlmluu!unwhuwr
ments having passed Dec. 21,

wmsmmuwmmm
was pamed to his post this year, issued » statement Dec.
21 mummmmm
that are de the the onset of retail trading in the
pmh:lll-illrﬁnﬂdmﬂhlﬂllmnt].
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in haz not been scheduled,
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and Circult Reviews Armetrong Civil Contespt Case

By Mark Hamblett
Hew York Law Journal
January T, 2002

The argument over the contimaed jailing of indicted financier Hartin
Armatrong for his fallure Eo turm over gold bullion and other asmets has
come to regemble a merry-go-round that never otope.

paor tha second time in & year, the ind U.8. cirouit Court of Appeals

red the limits of eivil contempt, and debated at what polot Hr.
Armabrong's tWo-year jpcarceration for centespt turms into a criminal
asmeticn. If the court finde his imprismonment is punitive in nature, ie
would erder hip impediate relvase.

*There 18 no doubt that, at oo point, thin sorphs into [a eziminal
penalty] = Clrouit Judge pennia §. Jacobs said yesterday, He added that
while the langth of civil incarceration is ocne Factor im the analysis, “We
don't know what that paint is.®

The arguments before the Second Circuit came just shy of two years to the
day that Southarn pistrict Judge Richard Cwen ssnt Mr. Armetrong to the
Mekropolitan Correctiondl Center for refuping to disclose the whereabouts af
£14 million in assecs. The asscts, which include ancient coins, are belsg
mought by & recelver appointed to protect Che intersatns of Japaness
imvestors allegedly bilked By Mr. Armstzong and his companies, Princeton

peonomice International apd Princeton Global Hanpagement Ltd.

The government, and lawyera for plaintiffs in the civil casme, charge that
Mr, Armatrong raised hundreds of miliions of dollara from Japaness corporate
jonveatora through the imsuance of “Primceton Hotes,® snd then, instead of
following through on his promise to invest the money in bonds, made
high-risk bets on derivatives and currencles.

Hr, Armstrong clalsms he has no access to the apsets in guestion, but Judge
Owen refuses to believe him. While Judge Owen and the Ind Circuit state thakt
there is some limit to confinesent for eivil contempt, no one knows what
that 1imit {§ = and Mr. Armstrong's lawysr paid yeaterday it is cime Lo end
his incarceration.

*Mr. Armatrong will pever comply to the satisfaction of Judge Owen, " Barnard
v. Kleinman told Judges Jacobs, Fred I. parksr and Sonia Sotomayor. "Judge
Owan can refer the case to the U.E. REEorney and the V.8, Attorney Can
prosecute for criminal contespt.*

Put Martin Glenn of O'Melveny L Myers, who represents receiver Alan Cohen,
amld the eims had yet to arrive when Ehe CouIk Can conalder Mr. Armatrong®m
fmearceration a criminal sanction. With the bounda of eivil incarceration
being teated in the case, MHr. Glemn said Ehat Mr. Armetrong is hoping bo
walk out Judge Owen and use the §14 million for a comforcable retiremsnt,

*Obvicusly, Mr. Arestropg has made an agsumption that he is willing to =it
in jail for a long time,® Mr. Olenn sald. *Hopefully the realities is

ALITUE=S
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gtarting to hit homs.*

Buk Judge Jacobe told Mr. Glenn, sUpder your legic, he can be beld uoEil
this matter is pressnted to judges etill unbora.®

Criminal Contempt

Judge Sotomayor asked how long Hr. Armotrong could serve in prison if he i
guccesefully prosecuted for criminal contempt. She waa tald five years.

“If we keep this up, he's going LS Sarve that much and more, ® Juddgs
Sotomayor sadld.

Ome argusent made by Mr. Kleinman was that the underlying ratlonale for
Judge Owen's civil contempt order was that the assets ware nesded to
compensate aggrieved lnvestors. Bub that rationale became cbsolete in
December, Mr. Kleinman said, when Republic Hatiomal Securities Corporation,
which processed trades for Hr. ATmSLroog, pleaded guilty to commcditles and
gecurities fraud. Am part of a plea agreement with the fouthern District
1.8, Attorney's Office, Espublic's new owmer sgresd to pay 5606 million In
restitution te the Japaneas investors.

Buk Mp. Clenn and Mr. Cohen said Following oral acguments ehat chers is &
"significant shortfall” hetween the smcunt of money to be paid to investors
under the plea deal and their actual lossss, and that thers remains amble
reason to hold e, Armatrong's feet to the fire.

=ne Second Clrcult panel took the matter under advipement and did not issuan
a ruling in the case.

Date Received: January 07, 2002
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HEADLIME: Corzine cylls fnc pooheal Eomn falure

BYLINE: By Alexander Bolton

BODY:
Sen. Jon Corzine (D-N.J) sald Monday he will urge the chairman of the Senate Banking
Committee to launch hearings on the collapse of the Enron Corp., and warned that fallure to

do 50 would amount to a dereliction of the panel's oversight responsibility.

Even though five other congressional committees are Investigating the bankrupt Houston-
based energy-trading giant, the Banking Committee so far has declined to take action.

Meanwhile, the Banking Committee’s counterpart in the House, the Financial Services
Committes, has already heard testimony from Enron's auditor, Arthur Andersen LLP, and has
acked Enron CED Kenneth Lay Lo appear before it. The Senate committee, which has primary
jurisdiction over the Securities and Exchange Commission (SEC) and accounting practices -
the two areas that are at the center of the controversial case - would have more justification
than other Senate panels in conducting an investigation of the largest corporate bankruptcy
in American histary.

Senate sources suggested that Chalrman Paul Sarbanes (D-Md.) is holding back because his
panel’s ranking member, Phil Gramm (R-Texas), is married to Wendy Lee Gramm, who sits
on Enron's board of directors and is chairwoman of the board's audit committee.

Also, any investigation of Enron and the SEC oversight of its trading activities could quickly
turn to focus on the role Sen. Gramm allegedly played to shield Enron from government
regulation.

However, Corzine, a former co-chalrman and eo-CEO of Wall Street investment company
Goldman Sachs who is well acquainted with the intricacies of corporate finance, says
Gramm's connections to Enron should not deter the Banking Committea from taking action.

*I have complete confidence in the ability of Phil Gramm Lo arrive at his own views
independent of his wife's position on the board,” Corzine, who is a member of the committee,
told The Hill, .

But he added, * think it would be a conflict if we didn't [look into this] because of that
situation. Mot to perform oversight function on a legitimate issue strikes me as stre
logic. mﬁdt 7
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While acknowledging that Sarbanes must decide whether to hold hearings, Corzine said he
will push for action by the panel.

"Our jurisdiction and oversight of the SEC gives us a real reason to be with regard to
exploring accounting issues that surround the role of the auditors,” he said.

"We'd be remiss If we didn't pursue that for the protection of the markets so that Investors
have basic Information to make sound Investment decisions ... 1 don't understand how with
the Banking Committes having primary oversight of the SEC and oversight of accounting we
could afford not to be invalved.”

Congress curtalled oversight of Enron's trading practices by the Commeodity Futures
Trading Commisslon (CFTC) and SEC in December of 2000 when it passed the Commaodity
Futures Modernization Act as a legislative rider to the year-end catch-all spending bill, thanks
in large part to Gramm.

According to a fermer CFTC official, Gramm helped exempt Enron trading practices from SEC
oversight in the clasing days of the 106th Congress, action hardly noticed at the time but
now the subject of growing scrutiny in the wake of Enron's catastrophic collapse.

Michael Greenberger the one time director of CFTC's Trading and Markets Division, sald the
legisiation had passed the House but became bogged down in the Senate after numerous
lawmakers voiced their objections to what they considered sweeping changes in the bill.

*Suddenly we discovered that It was gaing to be added as a rider to the omnibus,” said
Greenberger, *It contained what came to be known as the Enron provision. That bill was 200
pages long. I doubt that it was read through beginning to end before it was passed.”

Greenberger, who |5 now a professor at the University of Maryland School of Law, sald the
Is highly confusing and was written by "private parties who had a special interest in having
that legisiation passed.”

He added, "My understanding Is that Gramm was very instrumental. It had to be cleared by
the committees of jurisdiction. Many parts of the bill dealt with the SEC.”

However, Gramm's spokesman Larry Meal asserted in 8 written statement that his boss "took
na role, had no say, and did not vote on the energy futures provisions of the Commodity
Futures Modernization Act.”

Willlam Ralner, who was head of the CFTC at the time, said that scrutiny of Gramm I8
unwarranted and allegations of his work on behalf of Enron have been overblown.

Ralner told The Hill that his discussions with Gramm did not broach the subject of energy and
were "confined and restricted to financial Instruments.” The bill codified internal regulations
at the CFTC that exempted Enron from the agency’s oversight.

However, one Senate source sakld Gramm was In fact concerned that the SEC would il tha

regulatory vobd left by the CFTC and worked to make sure that the exchange commission did
not extend Its jurisdiction to include the type of hybrid securities that Enron traded actively.

As Enron's trading activity grew more complex, it began ko delve more and more into such
instruments as credit derivatives, instruments normally handied by banks.

*Some of what Enron was doing could have been in the gray amea of belng & Security and nol
being a security,” sald Allen W, Willlams Jr., an attorney specializing in regulatory practice.
AP
Page & Wodnasdy, Jemeary 9, 2002
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(ContIwa . .7

By confining the purdew of the CFTC and the SEC, the Commodity Futures Modernization Act
sllswed much of Enron's trading activity to remaln unmolested by government oversight.
However, whether oversight could have prevented the company's collapse is unknown.

If the Banking Committee chooses not to examine the role of the SEC and Congress In the
collapse of Enron, the task may fall to someons like Sen. Byron Dorgan (D-N.D.), whao is
conducting an investigation on behall of the Commerce Committes,

"Enron was very active politically here on Capitel Hill te try to prevent legislation from
occurring that would have resulted in the owversight by CFTC and others,” Dorgan sald in &
television Interview last month, "They helped create the circumstance In which they operated
off the books with secret partnerships. We intend to get to the bottomn of all that and Sée
whare It leeds us.”

Alexander Bolton can be reached at plexb@thehill com.
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HEADLINE: Following Enron's trall

BODY:

We're quite aware of how much national politics has changed In the wake of last September's
terrorist attacks on America's financial and military nerve centers. Yet, judging by the keen
interest shown by some Democratic senators in probing the sudden collapse of Enron Corp.,
with its close ties to the Bush administration, we could be on our way back to a semblance of
renrmiality.

The forthcoming congressional investigation, announced last week by Sens. Joseph
Licberman, {O-Conn.), chairman of the Governmental Affairs Committee, and Carl Lavin (D-
Mich.), head of the panel's Investigations Subcommittee, produced few front-page headiines.
But press interest s lkely to soar if the committee subpoanas several key Bush
administration officlals with long-standing ties to the falled Texas-based energy glant - as is
likely - and If the White House subsequently refuses to cooperate by invoking the shapworn
excuse of "executive privilege.”

The links, if any, between these officials and the locsely regulated Houston-based company
need to be thoroughly vetted. Any effort by the administration to stonewall the committes’s
Inquiry is likely to backfire,

Veteran observers of the Washington scene will recall the Nixon administration’s 1971
decision to drop an antitrust action aimed at blocking International Telephone and Telegraph
Corp. from acquiring three companies. Around the time, ITT made a §400,000 donatiosn Lo
help bring the Republican National Convention to San Diega, where then-President Richard
Mixon wanted it held, because it was conveniently just down the road from the Western
White House In San Clamente, TTT and the Republican White House insisted that there were
na links bebween the two avents,

L
But then an ITT lobbyist named Dita Beard wrote a memao that was leaked to the press
seemingly acknowledging a quid pro quo. An embarrassed GOFP was forced (o move the

convention to Miami. Sutsequently, the infamous White House tapes confirmed Mixon's
advance knowledge of and invelvement In the ITT matter.

In due course we shall see whether the tawdry Enron affair will mushroom into a full-blown

government scandal. But it's already evident that the Enron saga will rank in corparate
annals as a scandal of the first magnitude, which has alse ralsed serous gquestions about the

ME>
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integrity of the accounting profession.

In launching the probe, Levin blasted what he said =appears to be a massive shell game with
multiple layers of conflict of interest.” The irregularities seemingly include massive insider
trading of Enron stock, which has fallen in value from $90 a share last January to less than
$1 today. Among the losers are thousands of rank-and-file Enron employees from whom the
waming bells never sounded. As a result, they saw their retirement nest eggs plummet in
value. Many of thermn are now out of work.

Given Levin's preliminary charges, a key witness at the hearings could be Army Secretary
Thomas White. As a former top Enron executive, White fortultously gold millions of dollars In
the company's stock before assuming his current post,

Top White House palitical adviser Karl Rove also held ahout $250,000 in Enron stock, which
he disposed of when conflict-of-interest allegations arose early In the Bush presidency, Bush
sconomic adviser Lawrence Lindsey and Trade Representative Robert Zoellick also have dose
Enron thes.

U

Yet ancther player is Wendy Gramm, whe served under the first President Bush as chair of
the Commedity Futures Trading Commission. A serles of commission rulings under
Gramm's tenure essentially created the once highly lucrative trading of energy derivatives
that became Enron's bedrock growth business.

Gramm, the wife of retiring Sen. Phil Gramm (R-Texas), resigned from her governmant past
to join the Enron board. She's been subsequently cited in a lawsuit alleging Insider trading &s
having sold $276,912 in Enron stock. Her response is that she got out to avoid the
appearance of a confiict of interest, ghven that her husband was then chalrman of the Senate
Banking Committes (and the recipient of nearty $100,000 in Enran political contributions).

But the central figure on the witness stand In the Senate hearings is likely to be Kenneth Lay,
Enren's chairman, a longtime personal adviser and a majar financial backer for President
Bush. Lay met with Vice President Dick Cheney last spring when the administration was
drafting its energy policy.

*Knowing that Mr. Lay, at least, and others [close to President Bush] played an active role in
the formulation of energy policy by the Bush administration, we've got to ask whether the
advice rendered was at all self-serving,” Lisberman noted.

Whatever our other pressing concerns at home and abroad, these are vital questions that the
Congress and the nation need to have answered.
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Colin Sullivan, Greenwire staff writer

A building Senate Inquiry into fallen energy trader Enron

Corp. will likely culminate in directed electricity

restructuring policy hearings this winter or spring 10 asSess

the implications of the company's collapse, an akde to Senate
Governmental Affairs Committes Chairman Joe Lieberman {D-Conn.)
sald Monday.

"It I our plan to hold hearings on the policy side of this

ksue,” the alde said. "But not before we complete an extensive

document investigation™ led by Sen. Carl Levin {D-Mich. ),

chalrman of a Governmantal Affairs subcommittes on

investigations. Such policy proceedings could hinder the progress of enaérgy
legislation drafted by Senate Majority Leader Tom Daschie

(D-5.D.) as senators assess impact, Hill sources said. Daschle

has promised to bring a comprehensive energy reform debate,

electricity restructuring inciuded, to the Sanate Moor prior o

the Presidents’ Day recess in late February.

For now, the Senate focus is on kssuing and farcing Enron

to comply with about 30 subpoenas directed at decuments held by
the Enron board of directors, its auditor, Arthur Andersen, and
executive officlals, Once those documents are recelved, Levin's
staff will sort through Enron's collapse in an attempt to

demystify prior to a Jan. 24 hearing what many fear was an
established pattern of lies and Wlegal profits at the execulive

lewel,

Upon announcing the investigation last week, both Lieberman

and Levin openly condemnad the company’s Ninancial conduct, and
aven went so far as to wonder whether top executives, inchuding
CEO and President Bush ally Ken Lay, may have profited from the
collapse.
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an Enron executives and directors apparently reaped
almaost $1 billion in stock sales in 2000 and 2001, [and] 500
high-level executives walked out with over §55 milion days
before Enron declared bankruptcy,” Lavin said last week.
*Investors, employees and creditors are left holding the bag.”

The announcement Came amid press reports linking Lay and
former Prasident Jeffrey skilling to partnerships thal may have
disguised the company's fuzzy accounting methods. A Jan. 2 'wall
Sireet Journal article reported that Lay and Skilling, despite
earlier denials, may have bean well aware of false partnerships
jeading up o Enron's collapse and unprecedented bankruptcy
eourt fling on Dec. 2 {see the 13 Greanwire.

conflict of Interest.” Debt may have been transferred to "paper
partnerships” in which Enren officials had personal financial
interests, he sakd.

s for political eonnections, Lieberman told reporters his
committee would look Into the close ties betweean Lay and the
Bush administration, but cautioned against characterizing
hearings to come as partisan.

'ThulshsmhrnrﬂmhIh,nntiwmhmmh'h
said.

Also under the microscope IS whether the Federal Energy

Ragulatory Commission, Securities mnd Exchanga Commisskon,
Commodity Futures Trading Commission and Lobor Department lived
up to their owversight duties in the months prior to Enron's

SWOON.

Beyond this, the policy implications of the Enron freafall

have been fuzEy, mhﬂ.ﬂnmﬁmdﬁ,mﬂ'ﬁ raised
red flags during December hearings and guccessiully forced
Republican leaders to punt consideration of electricity

Commerce Committee Chairman Billy Tauzin (R-La.) has
nevertheless pledged to proceed with Rep. Joe Barton's (R-Taxas)
slectricity bill when Congress resumes (see the 12/17
Environment and Energy Daltyt).

Tauzin may hold investigative hearings of his own, Bringing

the Hill committee count with an ye on Enron to five. In

addition to Tauzin and Ligherman's commilieEs, Housa Financial
Services, House Education and Workloroe and Senate Commerce have
held ar plan to hold oversight hearings on Enrofn.
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sxscut lves slss beiled cue, lgsluding Lou Pai. director of Enrom's
waergy -services eperation, who eold shares eotaling §151.7 million;
Eebercs Hark-Jusbaschs, hesd of Ezreas Indlan power plast amd igm
watwr company, who uslisd sway wieh §78.% million; Kes Harrisos,
head of Earos’s Portland Geasral Elsctrie sebaldiary, wha coak home
£7% milliony and Eenneth Bice, hesd of Earom Eresdbacd Servioes, wha
gold sharss worth §73.8 nillisn. Spsaking om tha Don Ismus Bhow, E&n0.
Jokn WeCain (R-Arim.) wald iv's poisg to be difficulr co *sxplals

hew exepatives of the compasy wers snloadisg srock right and lefi
whiles the smpleysss =sre not able pe do o

The deaping of stock by Lay - snd SEL1LISG foF Chat msltec - stickn
in ths oraw of Earon esployess. They were blecked by tha company
from mallieg rhalr stock cpilons s ohe crunch Boomed following the
formal disolosures by Enron chat it hed atifuved bililons of dollsre
im dsbt off its Balance sheet sod into am srrey of cosplex
partnarshipd.

Thoss disclosures senk desperaism bupoul negotistions Eerom wes
hawing with its ssaller rival, Dynegy IBs., which pulled sut [rom
jurchasing Enron os Wew, ¥, precipitacing che Tinsl collipés of the
CrAmpAny .

Questlions remain. though, ot only about the mishasdling of Enrom
by T8 corporste cfficisls snd thalr cooking of the bocks bub bhe
laggardly reactien of the vatleg sgencles and the pud {Eard.

1A June, Standard & Poor s warnsd Baron chat LE Wi conosrmed aboug
the fimm's underpecforming intorneticaal assecs. BuE she ageacy

didn't alter ies eredit racing of the compamy. heing sacisfled
appacantly with rhe sssurances Earos BESTUL ives gave aboul thE
futurs. Skililnge’ abrupr departure as CHRO in Awgest dida"e erigger
slares o Wall Ftrept or amcog the busisess preos. R SuSSST Cams
sad went thers wss no way fef ordinary investors to knos & burricans
was hyewing.

The catlim) syengige now aay they woie woriled about Eaios. bt Exle
that downgradicg the company's luvestment patlmsm sooser would anly
hava Brosght oa bankrupicy guicker. Accasding ve Ftasdard & Pear
Dirseror Todd ®hlpman. the core enecgy business still loohed good

acd no cos &E the agency kaew the scale of the ofl-the-books dabt. ‘%
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Tho egencies ware avare thar A downgrading of Enron would ressle I
a credit sgussss for Lhe cospany and, slesg with & plunge in phares,
wold laad to tcading parimers lewing cosfidence That the compainy
wguld have the cash Lo paY bBillE.

pspual-Fund snalysce and Invespment Banke. imcludieg cloibank and
a,F. Bargsn Scasley. conl inveed B0 TElk up Lhe cospany and o give 1t
s by Tating, all 4m a bBid, say uall Frrest nslysts, ©o aboie ug
the snecgy Tradar and ghele largs ipvesiment in &fd loans Lo Rrrad.

Effon's wsas arw sufe §o shake up ek sccounting asd suditirg
|sdustrigs. Arthur Andersss has ogg o5 izs C[apw for mor catehing
Enron's overstatsd gapainge asd for falllng to serutinize che
conpany s off -the-books partearahips, which showed the company Lo be
sich more ip dsbt ctham wam sraced oa lre halanss sheats.

*f vhink it's obvicesly time for & wery thorough revlew of the
atate of awsdiving in net only the Enron Came bur gamecally spsaking®
Wouse Enargy and Comsercs Commlites Chairmanm Billy Tsusin (R-La.}
told the Washingten Post.

concarns heve been wvolced for y®ars abour posnible oonflicoe E-5
fnterest arisieg Trom accosstlsg Clres parforming consultlsg
servicas fof the cospaniss Chey medit. cricics oharge that Ghis
leads them to go casy on the cospanles thay work for amd 5 TUIE &
plind eye to problems. Dohers may thae techenlogy Bas evestaken
asesunt ing srandards, making 1t hard Le soratisiss FlwksoEntury
financlal desle.

wWhatevwer cha case, the Lnduscrisd AFE going te bave to do & lox e

win back publis confldesce, separts say. surthor Anderaan wes paid
235 millles co do sudics Eor Emrom,* fals Omatarls, s professoT &
rhe University of Colovsds Seheol of Lavw who speoializes in
pecurities law, tells IMEEGHT. *Tt's hard for Arthar &ndersen to bs
as ipdependant pestifier of Earca when msch & Boga pargentags of
Arthur Andersen’s TEVENUEE ATE comlng fros Enzon. And le was not
anly geteleg monsy for asditing, it wia sleo doleg other work for
Ensen - ¥ery lucrablvs consulting sesrvicss worth £37 milliom. ™

Lynmes Elaaling. director of sconcale poalicy fof Che Reason Fablic
policy Insripoce and & senicr lectures ln sconcmics at Forthwestern
pniverslicy, thinks che issus (s mora about cutdaced praccicss ehan
conflicts of incarest. & fopmer inrernatisasl-taxakion comsulrant &t
the Chicago office of the scesunting Lirs Pricevaterhoussioopars.,
sha mays flros ususlly have good Flrewslls betwdan thelr scoousclog
ard conaslbing services. Wevertheless. Kiasling says, Chere is going
pa be grestsr sorutiny of puslneas practices chAE wWaTe ovarlooknd,
such sm "off-ilke-balance-shest partsarsbips® ghat allpwsd Envon E2
be much sspe Levers)sd than investors realized. “Enron siscutlves
piructured thelr debc im & way chat dldin'y show how levarsged Ehey
wars; " Eissling velis IESIGHT,

Fred salch, prasident of the fres-marier Compatiplive Enterpriss
Institule, saym Tha sccounting practice haso't caaght up with
complex finassial transsceliond such a8 derivatives that Enroca used.
riey pachnalegles and new scoscmic lpstrumente ofEan arem't
accounted [or wery wall, and gerivatives ars cor of fhoss sreas,”
EmiEl mayw. *The socounting grofesnion doma have to geL Datter &L
wnderatanding how to put choss kiads of thing inte a regard.”

Lasmakers have put om Lhair bBoat
-i-"l:l--gul-l'l-ll’It-tﬂ--!hl'lll:rl'li--:ll"til.l--- finanplal-Flasen Faca,
promisiog te snposs Che culpelea. But Waahingtonm Llaslders tesain
Aoubrful absut how [ierce cosgressions] Inguiry will be in the
coping weeks ap many on Capirol Eill srd im the WBize Housms have
pasn reciplents of Enron’s finamcial bemsvolescs. Both the rlght and

laft pushed away from che Enrom table Dac and happy -
Mot
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hesapdlog to the Center for Fublic Tniegricy. = m-lliniccld-:-;;:l
noaprallt gave CTEeaL watGhdog grganipatien. the :-—Hn.t.;‘ n
recalved & lirels mare thas §a20,000 from Earos, while © =
pepubl cans puckmd sway Bearly §1 milillen [ros the company

palicical-- sction comsitkee asd jmdiwidual s=ployees. 1;:::?:9“"
clgctian, Enran was Asearlcs’s 24eh- largest danar. -:-nu!b"r.h iy S
a1 ui.l"ll. with T8 pegcenk o0 Ehat anding in Repubiic

1 § Republigana
yorsd CaspE gant Fibut 1iE. phare AC® & pumbeT O
u.:'p-pul' frad Erom Enrod's asTly succesa, I.rneiud:lrp,_p -'I--Il‘l-lh:; L.
& forssar U.6, secraisry of stape whs sat o Emroh’ @ oAy .‘ - i
Acherc Hosbachar, B farmar U.8. commarce macelary =hi wa anlb

as & condultant.

laurence Limdiey, the presidest 's top seonomis -I-ﬂ'rlll-r.mr\:":-rrﬂ
g0, 008 fpom Eneon in 3003 for consulting fess, snd Hl.'ri :
N anior advisee To the president, wold “up £5 saso, b04” is marca
srock te awveld s coablist &l iareradt. Arwy SecscLary & :M“
namyd Pentagen Liaison LO tha Boasland Sscurity oElice rh:“:d“
wan wice chairman of Enfos Enefgy Services in charge of . .mﬂl.
gnd espltal saRBgERENT. MmHAF other Enings, and & .nh:.n e
axgcutive oommirres and cr; for F;ﬁ:h?:::::?ﬁ:lmﬂlﬂ; “.;it“h
firasm (R Taxas), EcrSaT © {rman : e di

lails gs sa his L3th-lapgest canrributer during

:Il:.:l.:'hl.- rﬁ:, Wendy, wSd ham Basn plokmenad *the HargQarsc Thatchar

af financisl deragalation,” #af oo Enron's board. She al&s was o0
Enros's indepandssr avdit pammiLres.

Alebsigh Ezson pellitics jeansd Lo Ehe Tight. it was t;iﬁ ths
cliston adsinistration chat the Expofi- Ieporp Bank (uh b
supported by EANpAYRE furdal subaidized Enren BO the runs & ¥

$630 million. Th date, just §% sillion has besn retursed to cha
caxpayars and, glven the cospany's Chaptes 11 filimg, it rensins
doubs ] 1f sddicionsl paymasts will be sads om the loams. Ahd che
company hid plenty of Desocrat friamda, including formsr Tressury
sneratary Bobart Bubin, a Fellow Marvard Endowssnt board wesber wiEh
Wegbert *Pug® Wisokur. ihe ohalrmsn of Enzon's finsnce comibtee a8
wyll sn & sesker of The comgany"s sasculive cossittes, and formar
Tenda governor Amn Richards.

In momn ways thase palivics]l friendabips asd connectlons may Bave
detarred perrinent questions from Belog reised sooper about the
health ami ssnsgemest of a cosgafy Chat has bacoss hesrics's higgest
porporate bapkruptey, Mogwe, im the minds of sowe, they conatitwated
saala of approval.

JRHIE DETTHER IN A WENIOE EDITOR AND JONN DERLRIF T8 A WRITER FOR
impight .

Mobody In Watching Flrsncial Watchdoga

*211 the ssfegesrds failed, * ssys Mew York atborpey Mel Ssiee. The
of class-actlon lswsuits, he soed audiesr Archur Andsrwsn LLF &8
having matTe ERAR £gg om ibw Lecs with tha Enron Corp. collipss,
malntainlsg thars was cegligence |pwolwed

*The suditing profession in & grotesque Tallurs.® Welss says. *Thers
ars only flve major sudicleg fires now, and do you [maging you can
audit any blg company withoub Bavies a conflice of Interesc?® he asks.

Almady & Balf-dosen lawsulcs have besn flled sgainet what was until
recent Iy the sewenth-lasgest corporation in the Onled States. Mearly
an many federal agencles and congressional cosmiteess have announced
ipvest igations of the cospsny that waw Ehe dominant deslmsksr in tha
gas amd il indestriss. Welss alresdy ia preparing & glage-aeeinn

lawuule sgalinsn Esran,

AMe =
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welge wesn the fall of Enros &l yet ancther example of & Elranelal
watchdog systas that ls mot working. He blamen Congraes for che
probles, argeing that it wndermined a legal datarisat in the YE0ds by
saking bt hapder for plalntiffs to sue rhoss who "sid and abet®
financisl froud. His bugbssr iw the Poivake Bevur:

pies Litfgacion Helorm Aov. pamssd By Congress in 1933 afcer
strenucus lobbying by the Blg-Five sudicieg flres

*They tesmed up with the high-vech irdustsiss. That was & powarial
a1l lamce and well-fended with boosing scocks in = botwing sconcmy.
They wers able to pull off ome of Che soet scandalows Erasds oa
Cangress bty welling the arguseng thers was a lizigatics explosion.”
says Boise.

He sddm; "¥e cama i® with charce showing that the pesbefs of capee
nedn*t riogn EBAE sueh at & tles char capiral formatlss Bed incrasssd
by & sulbipls of thosssnds. The nusber of publlc cospenies war hegely
qreater. The opportusieies ro cosmic fraud had increamed asd, if

snythimg, it was surprlaing chat so Few cases ware brought.® 1]
arguEs

The changes in the lav wers detrissmcal, Weliss contasds, By making it
kapder for plaistlfls to sue and by meglecting a proviesion enablied
audipors and inwestment banks 0o be sued For slding and sbettisg
fraud. "Tws years larer they sdded fwel to the firs by pasding a Jaw
that fook swsy the ability te fils ssch securicies-frawd cases in
EEALE OOUTTE."®

Weims argues CRaE the Secwritiss and Exchange Commdsslon IBEC) meves
will ba im 8 pomitlos Eo keew exsctly what i

golng on imside lirge companies snd that the Chrest of masslvae
lawsults would sssist in basping swditers and sscturitiss flres oo Eha
sivalght and naccdw.

critica of vWalss melstsin Ehsi clads-- sepion lawvesies ean have &

dimamtrous effect on the finsncisl sarkece. pacalysisg companies srd
deearrlng risk. They sleg [oar vexatious lavsaite that cospanies In
the snd decids ta sstcle Becauss Lt is mech cheapsr to give ln thaf to

Fighe .

fale Ceptecle, who has scittes papera far the frws-market Cato
Impciture, srguss sgainst & poet-Emfos Increass in ragulaticn &nd
titigeelon, saying the SBC has contelbated bo the problem wich awdits
by insisiing cn & o= sise [lts-all rele for sedicing. *What 1 [lnd
problomatic is that ita an all-or-mothing audiv.® he says. *¥ou sithar
gt & elean bill of health or you get &n sudit with resscvations. It
gesmm to ma thatr 1 you hed the sarket controllisg chie rathar Than
the [EEC] rules, you'd have & lot of diffarsnc kinds of scdits vhar
people could chooss fvom.®

pestarle eaplaine: *You could snviales wvaere you get am 'A" or & "BY
ar m 'C" swdly, and you tell everybody which omes ypou pald far. A hen
gwidlt lm a ligheer awdit. and an 'A' audit is & resl scrict sudic. Wou
rould chesss which oos you wanted, and le would Be priced in Ehe
marknts accordingly. The SEC dossn'k allow Ehat.®

- JO asd JAB

Wise Is Hemnsth Lay?

Becipient of che Worstio Alger kesrd in 1938, Een Lay's SLOTY is =
glasmic rags to-rlobes tale, Raipad in & fars feos 1y im Tyroma, Mo,
a #Emall tosm in the Osarks, Lay worked ss a fiald hand whan ke =sm 13
and pur himself rhrough the taiversity of Misssuri by working at man
serwceion jobs. sccording ©o Mosaics, s maganine for alessil of the
university's Culllsge of Arts apd Sclences. Afcer marnimg & mastac s In
sconnaice, Lay fallowsd his meatos, Foelesser riakey Walker, bo LE&
Pedaral Energy Eegulatory Cossissios in Weakingeon. Thers, Lay learned
alboul ke sosrgy indusiry asd policical lobbyleg. knowl adga he

apmuredly pat 1o use while chlel esmecutive officer of Enron Corp. =
Later he would earn a doctorate ac the Univarsity of Boustos. M __'.'?
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"Lay playe the role of the classis 'Me. Outside.® jettlsq scoend che
warld openieg donre for the company snd schapasieg his sastly
Bepubillean contacts in Machingtan, ® sald Portwne magasine im 1996, Bur
Lay courled DemocTate, Eoo. He served on & sdviscry cessission for
inn Bichards, Georgs ¥, Buah's predectsior a8 governar of Texsw. A
place was Foumd om che Enron Bosrd for forsec Comsodity Futures
Trading Cosslesica chalrman Wemly dresm, wife of Sesm. Fhil Orams
LR Tanand ,

Lay ownad one of the first besch housss in the fancy Qalvescon,
Tewas, resort comsunity of Kahals Besch Estates, called Lhe “Hempiona
of the Oulf Casst.* kr & ryplosl party in the neighborhood, “Ehe
brunch mafu Inoled

e Blosdy Marys garnished wich grilled jusbo shrisp, sushroos
frictacas with pappered Becos, mespalte-grilled salwos om & bed of
black beans, and. [or dessect, fced capgeceing snd chocolate-coversd
fromsn banomss,® according e Lh& pepulist Texas Menekly,

Lay gevs genstously to hls slms sater. la 2000 bastowleg on Winvou =
§1.1 million ekaly in eeoncmioe. *Emdowing & chair in sconamics e st
Yeant cne way I can partially vepay Phe scheal For all it ham given
ma, " Lay told Hsesice lant year. "Bosiscss L8 prisarily = mattes of
knowing how to think legieally, selve problems snd ba creative, a1l of
which =we lears, af lesst in parc, in che poreuit of & liberal aris and
e lenee sdunsrion.

Enrea's Collapss Tikss Esployesa Wich Ie
LUNDA BORHETE

Linds Eobercs.has besn im the oil and gas Business Tor 3% yssre. She
has jest welhed sway from & J)-year caresT wich Emron with nothisg to
abow foF har tve dscsdss of work for the snorgy Ersder. ®1 sTarces
with Morthers Hatwral Cas Cowpsny and wes Ehers when i0 was mergesd
with Houstom Hetural Oid and ehes sgaln when [t becsss Enron. The
denles of Enren s the soet [eceedibls thing T've sver witseased.®

Foksrle C&lls THIIGHT. "The cospany gave §, 000 people abouk am
msur-and-&-- half to pack thaly perscaal baleegings and get cat of the
ballding. There wan no dlgnivy affordsd 1o chess people wheo have glwen
85 wuth of thasselven ©o thie company. I lost 23 years of stock and
all of oy retiFement. Just im my 400{k) thie year, aloss, T Lnvesced
Fe0, 200 and I'vwe losk F7 percent of thae. The differencs betweam us
wnd ths Jis Jonss cule im ehat ehey walled down the path, drank the
poison and died. We walked down the path, drank the polsos aed Lived *

AEORDE LANDAL

Liks Bobsrrs, Ssorgl Landas also wes with BAres (ros the cospany s
foundimg, Ohs wes & "specialise sesior global mansger.® Although the
titlm im flcwery, Landsu says. she "processsd legal costracts -
flranelal agzessents =oith sillions of dallare.®

Altar ¥1 yeard with Enren and led predscessors, onos glven her
walking papecs Lamdau says with desp sadnass that sbe wssn't oven
allowed o wale ineides the bullding bo walt Lor & ride hows.

fandau Ewils DHSISHE, *1 went to Llunch sed came back to find pecple
Beaving Lhe bulldimg in droves carrying boars. I was Eald I was belog
Jaid off, Bwt theay havea t glven ud any Inforsstlos aboul ssverancs
bBanafite, pay gr ponsion bekslics. Everyrhing 1°ve lsarnsd aboust the
banhruptey I'we lesrmed Teom fhe sgdls,. Everyching 1 had in coticemont
in gona. I'm mot old snssgh o recice wa, like s0 many others. 1 have
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THE NEW YORK TIMES, WEDNESDAY, JANUARY #, oL

| Big Banks Seeking Enron’s

Energy-Trading Business

| T By JONATHAN D GLATER

fes. bncluding LBS

aod BPF, have :h:d,l-ﬂl-lu e b sErioOs
In

business of th bankrupd Enron Coe-

-m:ﬁ'lﬂl La e

volved in setting wp an auction of he

pumber of bidders or thelr identlny.
A1) we"re suying ks thal we recetved
altiphe beds,” she said
There wers conflicling rrﬂﬂ:
I souftEs ,-Hﬂﬂ]'
mm:_mm-m ﬁd-:-l

lawyer whose client will B invobved
in the suclion 15 that other tompe-
niles might submiz bids even thoogh
tie afficial deadiine had passed. The
suction i3 schedaled to take plate
bormerrow, < We have the abilicy = be
fexibde,” the lawyer said
Trymg 1o buy & piece of Enron is
eosorbing o atdlyets who Toaow ¢
o amn
ergy Irading aed Enron’s business,
What s valusbie in & (rading opers-
them, according o one aailywl whone
firm s lovolved |m the bamsorugdcy
procesdings, ks mot just the langible
Exsels — the comgrled s, proprielary
witwars and cthor necessary ools
ol (reding — bu# the o Its
Arsd surprisingly low em-
plicyees huve left the radiag opera-
tion of Enron Morth Amerkca, a sub-
siddary.

e e—

Added value from

employees who know
how and when the

matibies
modicles, as well &3 bodging produdta .
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St. Petersburg Times, January O, 2002
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January 08, 2002, Tuesday, 0 Saiith Pinellas Edition

" Gramm didn't shape energy futures

Contrary to the unfair allegation containid In the Jan. 4 editerial, Enron's meltdown, Sen. Fhil
Gramm, R-Texas, did not englneer "a legislative change” that exempted the Enron Corp.'s
energy futures trading business from regulatory oversight. The legislation to which the Times
refers was the Commaodity Futures Modernization Act of 2000, and Sen. Gramm did not
participate in the development, drafting, negotiation or approval of any provision designed to
affect the regulation of energy futures.

You may be interested to learn that the original version of the act was based upon concepts
proposed by the Clinton administration's Commedity Futures Trading Commission, and It
was written, introduced and ultimately passed In the House. Sen. Gramm dods not serve In
the House and had no role whatsoever in its bill.

The subsequent Senate versien was written by the chairman of the Agriculture Committee
and handied by the Agriculture Committee, on which Sen. Gramm also does not serve. The
Senate Banking Committee, of which he was chalrman st the time, oversees regulation of
stocks, bul not commedities or commodity futures, and the senator’s involvement with the
bill was limited to negotiating joint regulation of single-stock futures and certifying the
legality of “swaps.”

Single-stock futures are hybrids of stocks and futures, and were subject to a lzng-term
jurisdictional dispute between the Securities and Exchange Commission and the Commeoadity
Futures Trading Commission. Sen. Gramm certainly did exercise his Banking Committes's
jurisdiction on these matters, but he took no part in any portion of the bill outside of assuring
particdpation by SEC in the regulation of single-stock futures and providing legal authority
for over-the-counter “swaps,” which are banking contracts.

The final agreement on these two Banking Committee issues was supported by all parties to
the negotiations, specifically including Federal Reserve Board Chalrman Alan Greanspan and
three Clinton administration officials, SEC Commissioner Arthur Levitt, CFTC Chairman
wiliam Ralner and Treasury Secretary Larry Summers.

In surmn, the Senate Banking Committee has no jurisdiction over energy futures, and Sen.
Gramm did not "engineer” anything related to them. He took no role, had no say and did not
vote on the energy futures provisions of the Commodity Futures Modernization Act, or gven
on the act itself.

Larry Neal, deputy chief of staff, office of Sen. Phil Gramm,

.S, Senate, Washington, D.C,

s
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Tugsday, January 08, 200X -- a0J CBT Renews Contract With Dow Jonss Indexes

Fr—

ri—

Chicago, Jan. 8 (OstsrDowlones) - The Chicago Beard of Trade has rancwad
ics conktract with Dow Jooes Indexes, allowipng the CRT o continue trading
ies
equity products until che end of 2007, the CBT gaid on Tussday.

The CBT declined to detail terms af the licensing agreesant, which It
initially inked in June of 1937 and was set Lo expire on Sept. 10, 2003.

However, according be documents filed by the CBT with the U.E. Securities
and Exchange Commission, the Lloitial pact required the CBT to pay Dow Joned
annual royalties based on trading wolumen, with a minimum annual payment of
52
millicn.

potentially offoetting the cost of the AEW agresment, which takes effect

detober, im a new, 5200 menthly [es that the sxchange this monkh began
aeoeasing Index Debt Energy Market, or IDEM, menbers. The fes - which

gents as much as $1.5 milllon in snnual revenus - was touted &§ & WmEARNA
of helping fund its equity complex.

Hearly 650 IDEM seat holders are baing billed the new monkbhly fee, which
could be viewed as helping fund the licensing agresment with Dow Jomes,
gliven
an I0EM mesberahip only allows for the trading of index products, &ll of
which
Are Dow.

Amid repegotliating ite asccord with Dow Jemes and ieplementing iLs revenus=
generating fes on IDEM membars, the CBT in December also anmnounced a plan be
.ﬁ a sacond Dow Jones futures minl-contract to trade exclusively on the
a =
eleceronic afcfe platform.

While the CBT has enjeyed a significant boost In voluse for ite Dow
contracta, they mtill represent a cmall piece of the sxchange's overall
bupiness. From Jamuary throuwgh Hevember 2001, total volume for DoWw Joned
products came to nearly 4.6 million, compared to overall exchange volume of
=40.5 million for the same time slok.

Fate Gibson, OsterDowlones, (312) 577-1673
kgibson@osterdowjones . com
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Tussday, Janyary B, FLEE

Uik Cmechlosgo taps CROEdirsct for iem u.-ll.ﬂ placform.

CHICAGD, Ja8 8 (Pewters] - OnaChlicege LLC, # joint westure of Chicago®d rthre=s

derivatives exchanges to Lrade single-stock [utuEss. wald on Tuasdsy it has
sulected rhe mcresn-based eyiles CRCEALrecr am i single crading placfars.

Ta May 3000, the Chizage Mercasrtils Exchange Ing., t&a Chicags Board Spticne
gachange and the Chigaps Boacd of Trade bamded toguther co davelop wlécironic
trading of single-stock Cfutures, Bt oo prading platfors wad named st that

& Jiali

Onachicage has sald Lo especte Eo pegin trading ia the produsis chis spring
with dome B0 to 75 lemesd.

onechlgego ploked CRORdirece, iha slecteonic cptions crading sywtes far tha
CBod, becsuss of Lte bugs espasity Lo handis @nd soegute orders, ke CROD
FTIT N

oedere can ba sstered chrowgh sither the rpogdirent slsctronic platiors oF wla
connscticas te CROEdirect through scceas polnte Eo HE's Qlobax, tha
slisctronie trading platfors fo: CHE'e futurss productn, accarding to the joink
releads by the Chreee sxchanges.

semopdicect will provide cur meabers with the sowi sfficisnt arena [or trading
sirgle-arock futures, becauss It wans demigned to werk with o Lesd Harktt Haker
ayatem acd 1s ssalable bo scoomscdate our futune nesde,” Hillism Ealper,

cmairman mad ghief ssecusive officer of Onathicegs, sald im the press relaass,

.5, Comgrean tud YEATE &90 lifted the 1983 prohibicion on Che crading of
slmgle-wbock [WLuTes, Lo illow U.5. furures axchinges EaQ coEpEte Gn an Even
footing with foreige clwals.

FBoBdirect, Bullt io-heuase by the CBOH snd launehed lm Dctobsr T0O09, gmprenk iy
operates from 7 a.m. CET (1000 GNT] Go @013 a.® cor (1445 OWT), Befors
regular trading begine st Br20 &= CET {1438 OWT] =n thae CROE,

(awd |
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Tussday, JERssry 8, 2a%3

USA: CONRECTED = ECHT wots ssanda Bo. 3 whaat for deliverable stocks.
- — EL ¥ — - —

I EAHAAS CITY Ecory hasdlbined *ESNT voled o dEop Mo b ]

wheat faz delivarable stocks,® pleies pead |m firee paragzaph
. *EanasA City Board of Treds meabsts @n Tuesday wolsd To

maks sdjusimocla in che pomspoait lon standacds of lowsr qualicy

sumisr three grade Bard red wincaw wheat . .." instesd of ...

sgansas C1ty Doard of Trade manliérs on Toesdey votdd D@ Fesdve

lowse-quality nusber thred grade hard red wister whaar Lrom
spproved stendards. . ..* --. sorrecting to mave olsar ECET wazs
amasdsd, pavher than dropped, Mo, 3 wheat [Far delliverblen.

& corTected version Fallows.

CANZA® CITY. dan. § [(Reutersl - RaSsaw Clty Board of Trade manbets on Tuskday
vored o maks sdjustssats in Ehe cospositics srandards of jowar-quality sushsr
thiws grade hapd red wipter whest for mixing kd el daiivery requisesants
wgainet ECHET whast cophracta.

The sxchange said in & statemant bhat, affeorive with [he July J30) whest
futures coniract, any musbier Chres hard red winter wheat warsbouss Feosipts
deliversd ageimsy ECET fubicas will s limited to contain B0 =aTe gham 5
peigen: whest of other classea, eaduped Fros 10 percent.

Ales, tha dimcousnt for dellvery of sasker thres whest will b= Ineraassd to &
gents per bushal. from § osnts, Ehe axchacqge said. Dut ke discount far
daliveries of cosbar thres whobhl && the ECHT's Hutehinscn. Eansss, delivery

polst will ba sine cents per busbel, cosparsd Lo 13 conts pravicusly. e
addiad .

LEHT chairsas Oreg EBdelblute told ReutaTs that tha 101=EE=14 vots backed Eba
work of thas sichsngs's costrackt cosmicten, which hid sought te "give moce
balanee beiwesn the sakars and LakeTR af dalivezles.®

Fhe new standarda sTe pending approval from the Comsediiy FubmFad Trading
comminnlon, ha ssid.

Tussday's vobe wes tha sscofd amtespt Lo adjuse che content of daliverablno
stocks. &n earlier vets in Roguse 35401 fafled to gezpar the nacedSary
- thivds msjariey.

Asjpusentas to sliminate susber thres wheat from the svceprable alx Log
delivecies hed stirred up contzoversy st ghs NCWNT. Thers wers mssbers who
balieved that nesber thras wheat le hecoming incresalng bard to brakeg or sall
for Ceed or anpart, a=d thoss who winbed flasbbllicy to Blesd low-guality
wheat to dellverabie stamdsvds In ssss thers Qv & poor whBdt Crop.

Humbar thies wheat has lower stapdards o minleus Tesk walght and oLher
gradimg facrars llks desaged or pEoksn kersela snd allewable Foreign matorlal.
pdalbluce sald the “potestial im still chers® for & poar cfop producing sore
cran los shars of nusbss thres or poctar wheat, Bur the vast ssjoriey of
mesbern felt tosfortable voting Cor rhe new Fule.

wigh che chapgas to Lhe cosposition standards far seebsc thoes wheat in
dnliversble stocks, it is liksly chat speopls will hasdle @k, merchapdine LT

snd discount le as rhey always Bave.® Edelbhlute said, *iz*p Just coneiderably
lesn Likely bo ba dellvered.

posr of the Ksndas shosr crop grades Sut B nusbar Lwo whest, be sdded. G-JJ
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Weather, Supply Talk Sink Crude;
Beans Rise Again; Silver Cools Off
P e il ot el

(0 prices cosed lower oa Tuesday _ over graia
Thlld weather forscasts or the  han Inchuded  nearly 30%
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In the Morth-  sublshi Inbernational Corp.

ﬂhﬂ: some lending showed up, “that
l'ﬁll.gﬂﬂ wrise knocked the lesse rates down
# o8 degrees Fahrenheitabove por-  maybe T00-B00 basis ared the
mal on end 615 de-  marketslooked -

above L then  One-month siliver lewse rates saoed
o ol 13 410 shorre to abouat 159, dowm from Mondin's
nﬂuﬂqﬂiﬂm 30%. Monday’s rate was the tightest
At the Chacage Board the fnfouryears. -
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Agricultars
Pocd Safely and Inspection Serviee,
nadsr the Fulea, processors will
required b0 show (hat any added waber

.M..qujwfmrﬂnhdh:uhﬂwj;ndum

I8 & consequence of salibacterial irest-
menl, Slasphiered chickens are rou- |
Hrely chilied In cold waler io slop bac- |-
terla growih,

The cattle and bop Industries, slrag-
gling 15 régain markel share josl 1o
chicken prodacts, kave argued thatltls
unialy for pouitry bo be sold with up ta
% ndded water welghl when beel and
porkean’t have any. Calide and hog car-
casses are chilbed in freetens.

5 A federsl Judge ruled In 1997 that

those stardards wene
dered the Agricultere

rome up with the mew rules.

unfalr and oc-
i

ws3

otloglo?-

(ona]

Fed Sees Later Recovery Than Analysts

rabid, he
:"uuﬂ'n‘ummmmu
sus, 8 an annoal Fade.

The comments bave prompied lsvestors

Page  3f

01300000000665



HTHIH R
i
m. ; mmmmmwm
mm .mmw

fior lower Tabes, [odemess rules dre oow 2
iow hevel and soine Fed offi-
hai lexvisg them there oo long

exteptionally
ﬂmuﬂuimmﬂ

ikal 15, meeing more
el colleagues. Sxill,
umy dorRet
cinls worry

porl
an

Pae 35

Wadnesdny, January 9, 2002

02058

01300000000666



Wrﬁsﬁ{ﬁ&gzion whispers leave
O’Neill looking vulnerable

Speculalion is mounting over Treasury secretary’s fulure, writes Gerard Baker

Lo Balped ool b mudty

FETTitC will T

Parl s of 1hls seemed B spport faf Mr Mok's X500 (i Jonhon dwpartrmsal; i C for

woarry Ui ey chewr il former i et e Jons, The v Omn of hils sdmirers is Alas
chiel sxscetten o Aloos, lhe reponts & Subeguiiena of Oelin Pewall # e Siaba Orpsnipan chalrman of 1B
ahumlnhem prodsr, Eagribllimn congreitmen poe wrd i siruight O Fredera] Esspres. “Faal Ornsi
A il ywar wore oo B mn-ndl-hll- for s DXHeiR gy whai ha lellaven,” Mr
tored diowm il B Tl more Wihttm Fosss wnd regues b Civenipan ald pestenday. “He
gustahls remarks. Aber the Crieill's ramaval ¢ Orpledll wAbracis facun’l generally conskier #
wrapely of Septrmles LI, bE il rankicas Winiie Floins orillcien Prom et wrribhwlule aifiaag Sriemrest
gulned comabierable praiss afenly haove besm critical In e WLy L o] o that Ehey Deif within Che
froes i Lhe TE and  privais abowt whal Dy e Tha wagidos 1hal Treamiry pllllﬂl'l'-#l'-ﬂlﬂ-l-'
el o his bandiing of the  Ms O°Feilis Aefclancian, A may heve been overreled more Mr Oedelll himmsil

pompleer - Ansngia]  aciles Fing Ukl Bl ecoEEGN TR e damaging apel soena iellieve  BomTow
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et i U bl otk g Te ecassrvalived, fie dyy g by, 8 lach of enmgps- plé of clismis. The mesl
Lical esmisxt o Mr funekion af Treasury poe el e past of ey

OrRell's Eppares] sbamenn: {5 pmerelary. Thee 8 ln aome big inbernadlonal b Unitsl Saies” b sakd o

g has Wies Mo ks critciem of Prier Miler, s o

e, W il nob s (0 matior Bussls s e chaurpn of domes.  [ghting sround Rim Bul ibere  poiag to be hem
pmuch, Mmi recesily be Bas He fnanchs] golicy. Jobs Tar mre algne that mhe Treasury and by of el Sram.”
romzpitied (e camiioal min el jur. the respeitell manaliry ki b Flasiing o apeak 5p
allamling th cosrvsiier sonsomisl St bl mis solitily IR Iy ewn defsaon ‘
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Tussday, Jarmuary 8, 1003

{3k, ECHT woEad Lo d.m . 3 whase for daliverable sEocke.

ﬂ.-_..-_‘__

KABSAS CITY, Jin. 8 (Reutara) - Keaant cley Bosrd of Trals Mewmers on Tussday
wapad E& TeODaVE lowse quallivy rusBar thees grade hard red winker wheat [roe
approved standarda for mlaing to ssst dalivery requirements sgeinst ECHT wheat
coftERcte.

Kot chalrman Oreg fdalblute Eold Esuters that ths 181-to-L4 Wobw backed The
work of the sachange’s contracht ccmmities, which had sowght t= "give sore
Balance betwsan Che sakars assd cakars of delivesies.®

rha mew stasdarde will Begin whth ths July. 290), coatrect and are panding
approval from Lhe Comsodity Futurss Tradisg comnisalon, he sald,

Tessday's vois was the gsgond attespt to sdjust the content of dellverabls
gigchs. kn sarlisr wols in Rugesk, 2931, Fallied s gurnar the oecessary
tws-rhirds majority.

The srgussnis £O al|slnate posber thies whest Feom the seosptable mix for
daiiveries had scirred up senErovaTey &L The KCNT. TRErs =era manba 6 Whi
pelisved rhat Ausbar thres whear I becoming incraaalng hard o bEokar or s=ll
for fesd or expart aod whe wanted Flaxibility £ Blend pow-guality wheat te
deliversble standacds in eass Ehars i & poorm wheat CEof.

musber thres swheat has lowss srapdazds for minimsa pest waight and othar
grading £ 1ike damaged or broken mernals and ailewasbls foreign mazarlal.

pdelbluce said the spotaseial 18 arill thars® for & pobr orop producing more
than iE# ahsrs of nusber Ehres or poover whadt. gk the wast sajorivy of
sesbara Colt coafprtable wotlsg for the pew fule.

With musbsr thres whast Ineliglble foc inelunion in delivarable stocks, ie is
likely that “people will hardle ir, mavchandies It spd disgount it wm thay

always have,® Bdelblute gafd, "It"s just condldsrably less Tikely Eo b=
dnlivared. "

mogt of the Hansas whest erop grades cut a8 penber e wheat, B sdded.

/
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B lative Chief, Harlan Chief Spakeswoman
Jan 8 2002 15:22 e e i et B .- 22

SEC Wames Carter Legislative Chief, Harlan Chiefl Spokeswoman

Washington, Jan. 8 (Bloomberg) -- The Securities and Exchange
romsission's acting legislative chief, Casey Carter, was named to
the post on a permanent basis today, and former Senate Banking
committee aide Christi Harlan was appointed chief SEC spokeswoman.

They will work with SEC Chairman Harvey pitt, whose immediate
rasks including facing questiona from Congress and Lhe news media
about possible changes in U.5. accounting policies [ollowing EnEen
Corp.'s collapse,

carter, 38, and Harlan, 44, will repert Lo Brian Gross, Lhe
SEC's communications director. Harlan and Gross worked for Jenator
Phil Grasmm, & Texas Republican, when he was Senate Banking
Committea chalrman.

Carter, who has been with the SEC asince 1993, worked in
legislative affairs for the Comptroller of the Currency and the
Resolution Trust Corp.

Harlan most recently was in charge of external affairs at the
Federal Emergency Management Agency. She also haas worked as &
reporter for several newspapers, including the Wall Street
Journal.

The SEC is investigating Enron and its auditor, Arthur
Andersen LLC, after the energy trader filed the largest Chapter 1l
baniizﬁtcg ever and admitted to overstating earnings by 5600
million.

--Hell Roland in Washington [202) 624-1BEB or
nroland@bloomberg.net  fba
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Carlaton, Norman

From: Rosebora, Brian
Sant: Thursday, November 08, 2001 4:13 PM
To: Carlelon, Nomman, Clanda, Richard
Ce: Randall_S. Kroszner (E-maill; Kmalmgre (E-mail}
Subject: FW: Enron Update

(e s

F¥l

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

From: Robert.Elsasserdny.frb.org [mailto:Robert .Elsagserdny.Erb.org]
Sent: Thursday,. November 00, 2001 3:58 P

To: andrew. jewell@do.treas . .qovy annu.nn:[iuiﬂnﬂu.hranu.5ﬂ#;
brian.reseborogdo.trean . gov; gregory.bergerido.treas.gav;
james.sharerddo. treas.gov; jeff.buther@do.treas.gov;
jill.cetinagdo.creas.gov; joe.engelhardédo.treas.gov;
john.ralyeadds.ereas. gov; john.taylavids. creas.gov;
kathleen.byrneddo. treas . .gov; ken.damddo.breas.gov;
lois.quinnédo.treas.gov; mark.scbelado.treas.gowv;

meg . donovanddo . Ereas . gov; paul .malveyido. creas.gov;

paul . .o'peilldédo. . treas.gov; peter.fisherddo. treas.gov;
ramin.telovigdo.treas.gov; shirley.gachers@do.creas.gov;
suzanne . boughnerd&ds. trean .. gov; tim.adame@do.treas.gov;
Eim.dulaney@do . treas.gov; Eroy.wray@da, treas . gov

Subject: Enron Update

Enron requires licele fntroduction. The following analysis written by
Lerie Logan, Olivia Padilla and Mike Schetzel susmarizes the blaw ta the
debt and eguity prices of Enron and other energy companies, and also
examines the impact thus far on the energy trading markets.

i5ee atcached file; Enron.dac)
Bok Elaasser
Government Securities, FRBNY

robert . elaaseerdny. frb.org
212.730.1234
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Lorie Logan, Olivia Padilla, and Mike Schetzel
Movember 8, 2001

Markets Group, Government Securities Staff
{212) 720-1475, 1519, and 2153

Enron Asset Prices Plummet and Expeciations of a Default Rise Amid Significant
Credibility Concerns

# Enron share and debt prices have declined sharply following revelations that its shareholder’s equity dropped
significantly and the SEC opened a formal investigation nto transactions between Enron and the partncrships

headed by its former CFO.

¢ Ratings downgrades of Faron's senior debt to two notches above junk status and rumors that the company |s
secking a private equity infusion have further increased concern abont the company’s near-term liquidity
position and a potential defanlt.

+ Spillover into the broader markets has reportedly been limited thus far to the share and debt prices of large
energy merchants and pewer producers. To date, there has reportedly been little impact on trading conditions
in the commadity markets or natural gas and electricity prices.

Enron’s asset prices have declined significantly since mid-October, when Enron first disclosed a $618 million third-
quarter loss and a $1.2 billion reduction in sharcholder’s equity. Addimionally, the announcement that the SEC would
be conducting a formal investigation of Enron’s related-party transactions, as well as the subsequent downgrades to two
notches above junk status by Moody's and S&P further weighed on investor confidence. Murkel participants are
particularly concerned as a downgrade to below investment grade status from Moody's or S&P could reportedly reduce
counterparties” willingness 1o conduct business with Enson and could further lower Enron's ability fo secure addstional
funding. Enron’s share price has declined over 65 percent since mid-October, and is currently wrading below 310 per
share for the first toiwe i 9 years,

Enron's Share Price Declines Sharply,
Underparforming the Broader S&P Index [
| Points '

10 - 100
SEP Gas Subiedex (il scoie) [

1200

1=y i5-Jun 30 13-3ep -0t

* The price on Enron's benchmark bond (6 3/4 of 2009) has wraded significantly lower since mid-October, with the
spread to comparable Treasuries breaching the 1,000 basis point level. Once this occurred, the bonds have begun
trading more in line with high yield bonds and are trading on many distressed debt desks. Trading liquadity in the
debt has progressively worsened, with bid-nsk spreads quoted anywhere from | point for small trades to 3 to 5
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points (100 to 200 basis points) for larger trades. For some perspective, o hgh quality, medium to large
investment grade issue could trade with a bid-ask spread of 5 to 10 basis poinis.

TFnron Bond Spread to Treasuries (from JF Morgan)
- 3-months ago 1-month ago Today (11/07/01)
S-year +130 +270 +1750
1 Depear + 160 +25H] + | 4}
3-year +190 [ +330 | +70% =
* In the eredit default swap market, which is used by market participants as a hedge against a credit event in a

specific issue, Enron spreads have widencd sigmficantly. The premium fee for Enron, which is based on an
annual percentage of the par value of the security that is bemng insured, rose from 260 basis paints a1 the beginning
of September to between 2,000 and 3,000 basis points today. Anccdotally, market participants in the credit
default swap market expect if a credit event invelving Enrorn i3 to oceur, it will happen in the next 3-months with

sorme suggesting that a 35 percent probability of an Enron credit event is being priced in.

Spillover in the broader equity and bond markets appears to be limited thus fur to large energy merchants and
power and wiility companies. Market participants explained that while share prices in the scctor have been trending
lower this year given the political news surrounding the California power crisis and significantly lower electrieity and
natural gas prices, concemns about Enron have weighed on the sector. Specifically, investors note uncasiness about the

extent to which such firms may be impacted through derivative and other trading-related exposures.

. Shares of the large energy merchant companics such as El Paso, Duke, and Dynegy are down 3 1o 20 percent
since mid-October. Spreads on the benchmark bonds of such companies also widened anywhere from 10 10 70
basis points to Treasuries, but have reporiedly since stabilized. Furihermore, many encrgy cOmpanies ang

continuing to issue debt, with over 54 billion in the energy sector expected to price this week,

Indhax,
A00=10 a1

[ 124

Global Energy Merchants’ Share Prices

n

' 0

1=k

=

] Dt 22 Anrauncemenl

—_—

15-Fe T-Apr  V-May

M-dan  14-Aug  8-Bap

. Some contagion effect has also been reflected in the credit default swaps of other large encrgy merchants, with
premium spreads widening by 40 to 80 basis points since September. For example, the spread on El Paso
widened 40 basis points to 320 basis points, while the spread on Mirant rose 50 basis pomts to 400 basis points.
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In the energy commodity market, traders report that trading in the natural gas and electricity markets remain
liquid, price volatility remains within normal ranges, and supply and demand fundamentals continue to dominate
price actlon. The CFTC also announced that it has no indication of futures markets disruptions involving Enron Trading
Services, Enron's registered futures commission merchant. A few dealers have suggested that the 6.8 percent rise 1o
$3.2% per million Biu in the front-month Henry Hub natural gas futures contract last week was partially a result of Enson
unwinding some short positions. However, several others explained that the rise in futures prices was due to an increase
in demand from utility investors in combimation with seasonal factors and the American Gas Associabion nventory repori,
which showed a smaller-than-expected increase in inventory levels.

Hanry Hub Natural Gas Front-Month Fulures Price
Par Milon Biu

. Market participants nole uncertainty about the impact on the energy markets should Enron’s position worsen, as it
is difficuls to know the totality of Enron’s derivative positions in the natural gas and eleciricity markets, Some
have suggested that existing market hedges between multiple firms in the markets could begin to unwind, which
could add to short-term instability in the energy market, particularly natural gas. However, they note that terms
would likely be quickly rencgotiated and price stability would return to the trading markets.

Market participants reportedly continue to trade on Enron’s trading platform, EnronOnline, though some
accounts may be more cautious about long-term exposure.’ EnronCnline reportedly handles 20 1o 25 percent of all
volume in the natural gas and electneity markets. While daily trading volume data for EnronOnline is not regularly
reported, Enron announced on Monday that trading velume for all products on the platform was about 6,500 transactions,
above the 30-day average of 5,800 transactions, However, encrgy merchant companies that compete with Enron,
incheding El Paso and Dynegy, have publicly noted an increase in business activity as investors concerns about Enron
have increased over the week

Today, Dynegy and Enron confirmed earlier speculation that they are engaged in discussions about a possible
business combination, but did not release any terms of the potential transaction. On this news, Enron bond prices
rose, largely retracing this week’s losses as short-term accounts covered short positions. The 10-year bond is about 10
points higher than vesterday's lows at 75 cents on the dollar, while the equity price 1s little changed. After declining on
the news yesterday, Dynegy shares rose 11 percent and the price of its 10-year benchmark has partially retraced, trading a
ahout 300 hasis points above Treasurics as mvestors reportedly believe the deal would be done be under favorable terms
for Dhynegy.

! Other primary trading platforms include DynegyDirect, Intercontinental Exchange (ICE), New York Mercantile
Exchange, and TradeSpark m addition 1o several smaller electronic trading systems.
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Who Turned Dubya {Briafi.

Green?
By Timothy Noah
Posted Thursday, March 15, 2001, at 2:4

:
= fxl = |l -

Cine of the deeper mysteries surrounding

13 why Bush
to reduce CO2 emissions in the first place, Throughout the
campaign, Bush opposed the on global
warming. At the , he was asked
by Jim Lehrer whether new regulations were called for to
address global warming. Although Bush had come out in
favor of reducing CO2 emissions only two weeks before, his
answer made it sound like he apposed CO2 reductions:

I think it"s an issue that we need (o ke very
serioushy. But 1 don't think we know the solution to
global warming vet. And I don®t think we've got all
the facts before we make decisions. [ tell you one
thing I'm not going to do is I'm not going (o let the
United States carry the burden for cleaning up the
world's air, Like Kvoto Treaty would have done.
China and India were exempted from that treaty. |
think we need to be more even-haniled, as
evidently 99 senators==I think it was 99 senators
supported that position.

Why did Bush disguise the fact that his campaign had
propascd a much more aggressive approach to global
warming than Gore? Adter all, this wasn't the primarics;
Bush was fighting Gore for swing voles. Why not show up
Crore as all talk and no sction? One linle-discussed
explanation is that Bush's position on CO2 was a quiet favor

to Kenneth Lay, chairman of , the Houston-based
energy company. In the March 19 U8 News,
Writes,

Many observers believe the key influence has
02958
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been business, Kenneth Lay, o close Bush friend
and major campaign contributor, has been in the
vanguard of businesses active on global warming.
The chairman of Enron Corp., Lay stands to gain
substantially from carbon control, not only as the
largest North American trader of nataral gas
{less polluting than oil and coal) but because of
the company's burgeoning energy-efficiency

business.
Lay has as Dubya's "No, 1 career patron.”
He was one of a group of 214 fund-
raisers distinguished by having raised more than 5 100,000
for the Bush campaign. Lay also to the Bush-
Cheney inaugural committee and, with his wife, to
the Florida recount. Lay's company, Enron, gave the
Republicans during the

2000 election cvele and kicked in an
for the inauguration.

Chatterbox isn't suggesting a guid pro guo of the sor that
Rep. Dan Burton suspects Bill Clinton granted to
Democratic fund-raiser Denise Rich. Even if such o guid
e apnoe existed, Bush's reversal would make it a dead letter.
Still. the notion that Bush hugged a tree in order (o pacify o
corporate baron does play havoc with one's preconceived
notions about the evils of soft money and the virtues of
environmentsl regulation. On the other hand, the coal
mdustry, which has the most to lose from the regulation of
CO2, i 1o Republicans during the
2000 election eycle, and perhaps in the end this helped Bush
o change his mind. If 50, campaign finance reform may not
be a bad idea after all.
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inform me of any views the CPTC has on this before the meerimg. She said
she would, (We*ll ses.

I also su ks Elizabeth Fox that the CEIC ataff consider cheir
on_exerptive relief if they determined that was
appropziate. [(b)(5)]

Any thoughts or recommendations? I will send around & separate note
discussing the Enron issue in more detail.
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