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Mr. David P. Boergers
Secretary
Federal Energy Regulatory Commission
888 First Street, N.E.
Washington, DC 20426

Re: Docket No. RM99-2-000

Dear Mr. Boergers:

Enclosed for filing in the above-referenced docket are an original and 14 copies of "Utah
Associated Municipal Power Systems' Answer to Joint Motion of Electricity Consumers
Resource Council, Et Al."

Please file-stamp and return the extra copy of the foregoing document by the delivering
courier.

Very truly yours,

Timothy K. Shuba

TKS/jg
Enclosures
cc: Service List
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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Regional Transmission Organizations )Docket No. RM99-2-000

UTAH ASSOCIATED MUNICIPAL POWER SYSTEMS'
ANSWER TO JOINT MOTION OF ELECTRICITY CONSUMERS

RESOURCE COUNCIL, ET AL.

On December 15,2000, Electricity Consumers Resource Council, Electric Power Supply

Association, Enron Power Marketing, Inc., Reliant Energy Power Generation, Inc., and Dynegy

Inc. (collectively, the "Joint Movants"), filed in this docket a Joint Motion to Convene a

Technical Conference on Interregional Coordination. Pursuant to Commission Rule 213, Utah

Associated Municipal Power Systems ("UAMPS") hereby files this answer in support of the

Joint Motion.

The Joint Motion correctly points out that "few of the RTO compliance filings showed

meaningful steps towards interregional coordination," and that the "push" to resolve these issues

and achieve "seamless trading areas" consisting of multiple RTOs "must come from FERC."

Joint Motion at 5. The Joint Movants therefore urge the Commission to "convene a technical

conference to develop a specific template for seams resolution which RTOs would be required to

meet." Id. at 7.

UAMPS wholeheartedly agrees with the Joint Movants' shared perceptions (1) that

resolving "seams issues" between RTOs is of critical importance, and (2) that to this point,

jurisdictional utilities and other stakeholders have not devoted the time or resources necessary to
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adequately address these points. UAMPS agrees with the Joint Movants' view that seams issues

must be addressed in order to maximize the effective size - and thus the benefits - of the

markets that RTOs are intended to create. However, UAMPS is more immediately concerned

with the actual harm that a lack of effective interregional coordination will have on load-serving

entities like it, whose loads and resources do not fall within the borders of a single proposed

RTO. The Commission should therefore act as the Joint Movants request, not only to maximize

the benefits Order No. 2000 was expected to achieve, but to avoid impairing some entities'

ability to provide reliable electric service.

As UAMPS has noted in other dockets, UAMPS has members and resources in two

different proposed RTO regions in the Western Interconnection: RTO West and Desert STAR.

See Protest and Motion to Intervene of Utah Associated Municipal Power Systems, Docket No.

RT01-35-000 (Nov. 20,2000). While most of UAMPS' members and resources are dependent

upon RTO West utilities, four of its members and more than a third of its firm resources,

measured in megawatts, are located within Desert STAR's proposed territory.-" Because of the

substantial number of transactions that UAMPS will therefore have to schedule across proposed

RTO borders, UAMPS has a great appreciation for the difficulties that seams issues may cause,

and a unique perspective on the benefits that may be gained by further expanding or combining

proposed RTOs' geographic scope. However, regardless of whether existing or proposed RTOs

are ever combined, the various RTOs within each interconnection must be able to operate

compatibly across their borders. For both of these reasons, the currently-proposed RTOs should

Historically, and including both firm and nonfirm resources, nearly half of UAMPS'
resources have come from the proposed Desert STAR service area.



be formed in a manner that minimizes their differences by adequately addressing seams issues

and ensuring compatible operations. Reconciling differences will become increasingly difficult

as methods and practices are agreed to, and then institutionalized and implemented within each

RTO.

Because of its geographic position, UAMPS has actively participated in the workgroups

and policy committees of both RTO West and Desert STAR, and has consistently focused on

trying to ensure that those two organizations' operations, pricing, congestion management, and

planning will be as compatible as possible. UAMPS hosted the only meeting specifically held

between some of the participants of the two organizations, and has participated in Western

Market Interface Committee meetings where the issues of compatibility between RTO operations

were discussed. UAMPS is well aware, then, that the three potential RTOs in the Western

interconnection, at least, have devoted very little time thus far to coordinating plans or proposals.

As a result, serious incompatibilities in fact appear to be developing.

While their respective filings are not complete, the existing RTO West and Desert STAR

documents suggest that their operations may be incompatible in significant respects. For

example, RTO West is proposing to alter the current contract path method of reserving

transmission to a flow based model, in which RTO West will use a source, a sink, and powerflow

distribution factors to determine what specific flowpaths the proposed transaction will use.

Desert STAR has considered flow-based models, but because of the topology of its transmission

system has determined that they are not needed. Finally, we understand that the CAL ISO

intends to propose flow-based scheduling within its borders, but will continue to use contract

path methodology at its interfaces with other RTOs or control areas. These methodologies, of
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course, must be coordinated if interregional transactions are to occur. If UAMPS schedules a

delivery from Powerex at the Canadian Border to serve load in Utah, under the RTO West model

a significant amount of this energy will flow over facilities controlled by the CAL ISO and/or

Desert STAR. Neither the RTO workgroups nor the RTO West RRG have resolved how this

flow would be handled by RTO West, the California ISO and Desert STAR, respectively. This

hodgepodge of methodologies, most of which are incomplete, will cause substantial operational

problems if the differences are not accommodated or reconciled well before the RTOs are
N

implemented.

In addition to causing operational problems that may threaten reliability, inconsistent

RTO policies may cause unjustifiable and unintended cost shifts among users of combined RTO

systems. For example, the current RTO West and Desert STAR documents show that RTO West

does not currently anticipate charging export fees for the use of its transmission system for export

or "through" transactions, whereas Desert STAR does intend to utilize such fees as a part of its

pricing structure. The result of this mismatch is that UAMPS' resources in Desert STAR will

share the costs of transmission usage for exports to UAMPS loads in RTO West, while the costs

of the transmission system serving UAMPS' RTO West loads will not be similarly shared by

generator or marketer exports out of RTO West. Thus, load-serving entities such as UAMPS

will therefore be required to subsidize marketers and others who make similar use of more than

one RTO's facilities - an anomalous result which surely should not occur simply by default.

UAMPS recognizes that at least in the West, the failure thus far to focus on seams issues

may be due largely to the large number of difficult internal issues that each of the three nascent

RTOs have been facing. The RTOs' continuing preoccupation with internal issues, however,
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only emphasizes the need for the FERC to take action to ensure that interregional coordination -

required Function 8 - does not fall through the cracks as RTO negotiations continue. UAMPS

therefore supports the Joint Motion. UAMPS, however, further suggests that while convening a

technical conference, as the Motion requests, would help to jump-start and guide RTO

development, it may in the long run be more beneficial and productive to convene separate

technical conferences specific to each Interconnection, either in addition to or instead of a single

nation-wide conference. Although the Eastern and Western Interconnections certainly have some

issues in common, the differences between the two Interconnections in geography and system

configuration and operations warrant separate attention from affected stakeholders and the

Commission.

Respectfully submitted,

Timothy K. Shuba
Heather H. Anderson

Shea & Gardner
1800 Massachusetts Avenue, N.W.
Washington, D.C. 20036
(202) 828-2000

Attorneys for UAMPS

Dated: January 2, 2001



CERTIFICATE OF SERVICE

I hereby certify that I have this day served the foregoing document upon each person

designated on the official service list compiled by the Secretary in this proceeding. Dated at

Washington, D.C., this 2"n day of January, 2001.

Timothy K. Shuba
SHEA & GARDNER
1800 Massachusetts Avenue, N.W.
Washington, D.C. 20036
(202) 828-2000
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STATE OF NEW YORK DEPARTMENT OF PUBLIC SERVICE
THREE EMPIRE STATE PLAZA, ALBANY, NY 12223-1350

Internet Address: httpJ/www.dps.state.ny.us

PUBUC SERVICE COMMISSION

MAUREEN 0. HELMER LAWRENCE G. MALONE
Chairmn rA GenralCounel

THOMAS J. DUNLEAVY
JAMES D. BENNETT
LEONARD A. WEISS JANET HAND DEIXLER
NEIL N. GALVIN Secretary

2001-003377 Feb 6 A 9:49 January 18, 2001

Honorable David P. Boergers,
Secretary

Federal Energy Regulatory Commission
888 First Street, N.E.
Washington, D.C. 20426

Re: Docket No. RM99-2 - Regional Transmission
Organizations

Dear Secretary Richardson:

Enclosed for filing please find an original and fifteen
(15) copies of the New York Public Service Commission's Motion
for Late Intervention and Comments in the above-referenced
proceeding as well as a certificate of service. Please date-
stamp and return an enclosed copy in the postage paid self-
addressed envelope. Should you have any questions, please feel
free to contact me at (518) 473-8178.

Very truly yours,

David G. DreXer
Assistant Counsel

Enclosures
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UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

REGIONAL TRANSMISSION ORGANIZATIONS ) Docket No. RM99-2

MOTION FOR LATE INTERVENTION AND COMMENTS
OF THE PUBLIC SERVICE COMMISSION

OF THE STATE OF NEW YORK

Pursuant to Rule 214(d)(1) of the Commission's Rules

of Practice and Procedure (18 C.F.R. §385.214), the Public

Service Commission of the State of New York (NYPSC) hereby

submits its motion for intervention out of time and comments in

the above referenced proceeding.

Copies of all correspondence and pleadings should be

addressed to:

Lawrence G. Malone, Esq. Paul Powers
Public Service Commission Public Service Commission

of the State of New York of the State of New York
3 Empire State Plaza 3 Empire State Plaza
Albany, NY 12223 Albany, NY 12223

The NYPSC regulates electric service in New York

State. Accordingly, the NYPSC's participation is this

proceeding is in the public interest and cannot be protected

adequately by any other party.

In a document dated December 15, 2000, Electricity

Consumers Resource Council, Electric Power Supply Association,

Enron Power Marketing, Inc., Reliant Energy Power Generation,

Inc. and Dynergy Inc. (collectively, Joint Petitioners)



as well as the Independent Market Operator (IMO), have been

collaborating to standardize their reliability and market

interface practices in order to address interregional

coordination concerns and to make their markets more compatible

pursuant to the ISO-MOU process. Although the Joint Petitioners

criticize the ISOs for not resolving the issues more quickly,

the volume and complexity of the issues that must be addressed

require careful analysis. The criticism also ignores the time

that must be devoted to achieving consensus among the

stakeholders.

The ISO-MOU process has already produced some

successes and is moving forward while focusing on the issues of'

greatest importance to the Northeast market participants and

identifying the best practices for dealing with each of those

issues. Initiatives are also underway to prioritize

interregional coordination issues between ISO-NE, NYISO, PJM and

IMO. The Commission should permit the ISO-MOU process to

continue on the timetable established by the MOU participants

and their stakeholders. A technical conference at this time

could disrupt the MOU participants' efforts and could lead to

the hasty implementation of poorly designed inter-regional

structures.

3



CONCLUSION

The NYPSC respectfully requests that its motion for

late intervention be granted and that the Commission adopt the

NYPSC's proposal to defer consideration of another technical

conference5 until the ISO-MOU process has been fully explored and

the RTO compliance filings have been made.

Respectfully Submitted,

Lawrence G. Malone
General Counsel

By: David G. Drexler

Assistant Counsel
Public Service Commission

Of the State of New York
3 Empire State Plaza
Albany, NY 12223-1305
(518) 473-8178

Dated: January 18, 2001
Albany, New York

4Currently, NYISO and ISO-NE have proposed to undertake joint

initiatives to expedite resolution of interregional coordination
issues.*
50n January 11, 2001, the Commission issued a supplemental notice
that a technical conference regarding the NYISO would be held
January 22 and 23, 2001. Also included in the notice was an

agenda that indicated interregional coordination issues and the
impact of NYISO practices and procedures on regional
transactions would be discussed.

5



CERTIFICATE OF SERVICE

I hereby certify that I have this day served the foregoing

document upon each person designated on the official service

list compiled by the Secretary in this proceeding.

Dated at Albany, New York, this 18th day of January, 2001.

ohn R. Baugh
Public Service Commission

of the State of New York

3 Empire State Plaza

Albany, NY 12223

(518) 474-1521
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ISDA
International Swaps and Derivatives Association Inc.
600 Flfth Avenue. 27th Floor
Rockefeller Center
New York. NY 10020-2302
Telephone: (212) 332-1200
Facsimile: (212) 332-1212
e-mail: Isdai@sda.org
website: http://www.lsda.org

January 19, 2001

The Honorable Spencer Abraham
Secretary-Designate
Bush-Cheney Transition Headquarters
1800 G Street, N.W.
Washington, D.C. 20270

Dear Secretary-Designate Abraham:

On behalf of the board of directors and member institutions of the International Swaps
and Derivatives Association (ISDA), I am pleased to invite you to be the keynote speaker
at ISDA's Energy and Developing Products conference, which will be held in Houston at
The Four Seasons Hotel on March 6, 2001.

ISDA is the global trade association representing leading participants in the derivatives
and risk management industry. Our members include most of the world's major financial
institutions, as well as leading end-users. Since its inception in 1985, ISDA has
pioneered efforts to identify and reduce the sources of risk in, and encourage the prudent
and efficient development of, the privately negotiated derivatives business. This includes
our groundbreaking work in creating documentation, in the form of international
contractual standards that reduces legal uncertainty and credit risk.

It also involves close cooperation with U.S. and international public policymakers on a
range of issues: ensuring the appropriate regulatory and legal framework for derivatives
transactions; developing an effective capital adequacy framework and treatment of
specific transaction types; and fostering and advancing sound risk management practices.

All of these issues continue to be of keen interest to our members, policymakers and the
financial system in general. Our Energy and Developing Products conference in Houston
therefore promises to be an important conference for industry participants. The
Conference will highlight issues involving recent events and growth of new products,
natural gas, coal and other energy products, e-commerce, electricity trading, bandwidth
trading, weather derivatives, public policy issues in Europe and North America, and
documenting energy and power derivatives.

a.



The Commodity Futures Modernization Act of 2000, which passed in the final hours of
the 106th Congress, is landmark legislation for the OTC derivatives industry generally.
The legislation, which provides legal certainty for bilateral derivatives, is of special
interest to the OTC energy industry due to the positive treatment of energy derivatives in
electronic trading. Transactions in energy, metal and chemical products are now
excluded from the Commodity Exchange Act, except for CFTC antifraud and anti-
manipulation authority. This exclusion provides the industry with the freedom to
innovate.

Your participation in this event would be highly valued, and we appreciate very much
your consideration of our invitation. Please do not hesitate to have your staff contact me
with any questions you might have.

Sincerely,

Robert G. Pickel
Executive Director and Chief Executive Officer



ISDA
International Swaps and Derivatives Association, Inc.

Energy and Developing
Products

Featuring Workshops On:

* Electricity Trading

* Bandwidth Trading

* Weather Derivatives

*. Natural Gas, Coal and Other Energy Products

* Mastering the 1992 ISDA Master Agreements

Tuesday, March 6,2001
The Four Seasons Hotel

Houston



International Swaps and Derivatives Association, Inc.

Energy and Developing Products

Tuesday, March 6, 2001
The Four Seasons, Houston

8:00 AM Registration and Continental Breakfast

8:45 AM Introduction and Welcoming Remarks
Robert G. Picket, Executive Director and Chief Executive Officer, ISDA

9:00 AM Overview of Energy and Developing Markets
Dave Delaney, President and CEO, Enron Capital & Trade Resources Corp. (TBD)

9:30 AM Panel Discussion on Recent Events and the Growth of New Products
Moderator: Christophe Chassard, Global Head of Structuring and Risk Management,

RWE Trading GmbH
Mark Haedicke, ISDA Director, Managing Director and General Counsel, Enron Capital &

Trade Resources Corp.
Speakers TBD

Issues to be discussed include:
* Power Price Spikes
* Delivery Failures
* OPEC Production Decisions
* Emissions Trading
* New and Developing Products

10:15 AM Morning Break

10:45 AM E-Commerce Panel Discussion
Martin Chavez, President and CEO, Kiodex, Inc.
Andy Zipper, Vice President of E-Commerce, Enron On-line
DynegyDirect (Speaker to be announced)
IntercontinentalExchange (TBD)

11:30 AM Public Policy Issues - Europe and North America
Moderator: Kenneth Raisler, Partner, Sullivan & Cromwell
Christophe Chassard Global Head of Structuring and Risk Management, RWE Trading GmbH
Commissioner James E. Newsome, The Commodity Futures Trading Commission

12:00 PM Use of a Single Master Agreement for Physical and Financial Trading
Harlan E. Murphy, Assistant General Counsel, Dynegy Marketing and Trade
Dede Russo, Senior Counsel, Reliant Energy Wholesale Group
Elizabeth Sager, Senior Counsel, Enron Capital & Trade Resources Corp.

Issues to be discussed include:
* Review of standardized documentation in North America and Europe
* Benefits of using a single Master Agreement for all physical and/or financial trading

12:45 PM Luncheon



International Swaps and Derivatives Association, Inc.

Energy and Developing Products

Tuesday, March 6, 2001
The Four Seasons, Houston

'.- S *.-'-z '- *. f..'l'-'' ._g:Pro.g ram gena

Note: After lunch, starting at 2:00 PM, there will be two sessions with a variety of topics. Delegates may select
one workshop topic during each session.

2:00 PM SESSION ONE (2:00 - 3:15 PM): Delegates may select one workshop topic for session one.
Workshops I and 2 in each session will provide global and regional perspectives on different
product types with a focus on business and trading issues. Issues to be discussed include:
transaction structures, indices and other measurements, physical delivery and market participants.

Workshop 1. Electricity Trading
N Christophe Chassard, Global Head of Structuring and Risk Management, RWE Trading GmbH

Adele M. R. Raspe, Assistant General Corporate Counsel, PSEG Energy Resources
& Trade LLC

Workshop 2. Bandwidth Trading
Speakers TBD

Workshop 3. Documenting Energy and Power Derivatives Under the 1992 ISDA Master Agreements
This workshop, repeated in session two, isfor attendees who are interested in a more in-depth
understanding of the ISDA Master Agreement and how it can be used to document energy and
power derivatives.
Robert G. Pickel, Executive Director and Chief Executive Officer, ISDA
Robert Rabalais, Partner, Vinson & Elkins LLP.
Mark Taylor, Assistant General Counsel, Enron Capital & Trade Resources Corp.

An Overview of the Architecture of the 1992 ISDA Master Agreements
* Definitions and Confirmations
* User's Guide
* Recent Developments
* Conflict of Law Issues

Mastering the 1992 ISDA Master Agreements

A. The Basics
* Payment Mechanics
* Representations
* Agreements

B. Early Termination
* Events of Default/Termination Events
* Termination Mechanics
* Calculating Settlement Amounts
* Bankruptcy/Insolvency: Netting and Regulatory Aspects

3:15 PM Afternoon Break

3:45 PM Session Two Begins



International Swaps and Derivatives Association, Inc.

Energy and Developing Products

Tuesday, March 6, 2001
The Four Seasons, Houston

^ 4&*:A- b -;J Prormeienda H^ :^ . e

3:45 PM SESSION TWO: Delegates may select one workshop topic for session two.

Workshop 1. Weather Derivatives
Kenneth Raisler, Partner, Sullivan & Cromwell
Speakers TBD

Workshop 2. Natural Gas, Coal and Other Energy Products
John Herbert, Vice President and Counsel, Dynegy Inc.
Speakers TBD

Workshop 3. Documenting Energy and Power Derivatives Under the 1992 ISDA Master Agreements
This workshop is a repeat of workshop 3 in session one.
Robert G. Pickel, Executive Director and Chief Executive Officer, ISDA
Robert Rabalais, Partner, Vinson & Elkins LLP.
Mark Taylor, Assistant General Counsel, Enron Capital & Trade Resources Corp.

5:00 PM Conference Concludes

**IS4A WPI HEDAE**
IS)A 's 1 6th Annual GeneralMeeting

April3 - 6, 2001
Omni Shoreham Hotel, Washington, D.C.

(Only ISDA members are d!eible to attend the AGM)

(Agenda is subject to modifications, please contact the ISDA office for an update on conference.)
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Kenneth L Lay
C hirmnn and
ChiefEecutir Officer

Enron Corp.
P. O. Box ISe

January 22, 2001 Houston, TX 77251-188
(73) 853-6773
Far (713) 853-53X3

The Honorable Spencer Abraham uay,,ron,
Secretary
US Department of Energy
1000 Independence Avenue, SW
Room 7A-257
Washington, DC 20585

Dear Spencer.

In my capacity as Vice Chairman of the Business Council, I am writing to
invite you to address the morning session of our winter meeting at the Park Hyatt
Hotel in Washington, DC on February 22, 2001. If you are able to join us, which
we very much hope you are, we will work with your staff to determine the most
convenient time for you to speak. We envisage about a 20-minute speech with
10 to 15 minutes with our members.

The Council, formed in 1933, is a voluntary association of America's top
100 or so business leaders dedicated to service in the national interest. As a
gathering of current and former Chief Executive Officers from virtually every
major industry, the Council is entirely an educational and deliberative forum. The
Council does not take positions as an organization; instead, it provides a forum
for exchange between the leaders of the US business and government
communities in an effort to achieve greater understanding and consensus on the
important issues facing our country.

Our winter meeting is held in Washington, DC in order to facilitate broad
participation by our nation's top political leaders including the President, Cabinet
officers and Congressional majority and minority leaders. We would be delighted
to have your participation at this winter's event.

Please feel free to call me directly, or have someone on your staff contact
Philip Cassidy (Business Council) at 202-298-7650 or Linda Robertson (Enron)
at 202-466-9159.

Sincerely,

Natural gas. Electricity. Endless possibilities.TM
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The H able Spencer Abraham b urahmo

US Departnent d-Energy
100O bndependence Avenue, SW
Room 7A-257
Washrtron, DC 20585

Dear Spencer

In my capacity as Vfie Chairman o the Buess Council am wting to
invite you to address the mornig sessin of our wtr meeti at the Park y
Hotel in Washington, DC on Feba 22, 2001. ffo are able to oin us, which
we very much hope you are, we mi work with your staff to detemrina the most
convnient time for you to apeak We enVsa about a 20-minute speech wtn
10 to 15 minutes with our members.

The Councl, formed in 1933, is a voluntary tscfon of America's top
10 or o business leaders ded=Easd to servioe ith naonal nrest- As a
gatherng of currant and fomer Chief Exoutive Oicers trom virtually every
major ndustry. the Council is entirey an educatio and delberav forum. The
Councg does not take positions ae an organization instead, it proides a forum
for exchange between the leaders of the US buoiness.and governmnt
cmrnunitU in an effort to adiev greater undersanding and consensus on the
imrportant isues facing our country.

Our winter meeting is held In Washngton, DC li o der to facftate broad
paflpation by our natin's top political ademr induding the Preident. Cabinet
offcerW and Congressional majorty and minority leaders. We would be delighted
to have your pawipaton at this winter's evenL

Please feel ree to call me direly, or have xneone on your stafi corta
Phmp Cssdy (Busne ounil) at 202-i -700 or Unda Roberton (Emn)
at 202-46 159.

Shincaly, P Fate F7BTX NP% 7 /

! '.c-w ._._.. 's ' I"-_-

a It _. Eiu--cuei_ Fe

NamArel ga9s. ElBc sftk EWnlest poaibllhies.T

* TOTL P.GE. 1
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Folder Profile

Control # 2001-002647 ] Name Letter to Secretary Abraham from Scot M. Faulkner & Jacq

Priority Important Folder Trigger Invitation

DOE Addressee Source PM-O
Spencer Abraham II

_____ISpencer Abraham Date Received 1/31/01

Subject Text Correspondence Date 1/29/01
Mr. Faulkner and Ms. Grapin invite the
Secretary to a Roundtable on Energy, RIDS Information Head of Agency
Environment and Transportation re the U.S. I
and Europe. No date mentioned. Sensitivity Not Applicable

Action Office # Regular Classification I None I

Signature/Approval Point of ContactSEISERP
|~~~Point of Contact SEISERP

IA Organization ID I EXECCORR2

Action Requested Assigned To
Appropriate Action SUJohnston

Special Instructions Date Due
Info copies: SUJohnston, Cathy Carpenter. a tedI
Regrets Date Completed [ 2/1101
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THE EUROPEAN INSTITUTE

5225 WISCONSIN AVENUE. N.W., SurE 200, WASHINGTON, DC 20015-2014
TELEPHONE: (202) 895-1670 * FAX: (202) 362-1088 * E-MAIL: INFO@EUROPEANINSTmUTE.ORG

2001-002647 Jan 31 A 11:34

January 29, 2001

The Honorable Spencer Abraham
Secretary of Energy
1000 Independence Avenue, S.W.
Washington, DC 20585

N

REF: Meeting with European Embassies

Dear Mr. Secretary:

The European Institute would like to arrange a meeting with senior representatives from 24
European countries at a time and place of your choosing. This meeting would be conducted in
coordination with The European Institute's Roundtable on Energy, Environment and
Transportation. The Roundtable examines questions related to energy and sustainable
development within the context of evolving policies in Europe and the U.S.

Members of the Roundtable on Energy, Environment and Transportation include Airbus
Industrie of North America, American Forest & Paper Association, BMW (US) Holding Corp.,
The Boeing Company, British Nuclear Fuels Ltd. (BNFL), COGEMA Inc., DaimlerChrysler,
Delta Air Lines, Inc., Electricit6 de France, ENI, Enron Corporation, Exxon Mobil Corporation,
General Electric Company, IBM Corporation, Lafarge Corporation, Lufthansa German Airlines,
Nuclear Energy Institute, Siemens AG, and Swissair/Sabena.

The European Community is eager to meet members of the Bush Administration and to begin
addressing the issues facing the U.S. and Europe. We hope you can participate in this important
dialogue. We have included The European Institute's President's Report for your information.
Please feel free to call at (202) 895-1670.

Sincerely,

Scot M. Faulkner ne rapin
Executive Director President

Copies: Kyle McSlarrow, Joe McMonigle

'4
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Folder Profile

Control # [2001-03284 Name Letter to Secretary Spencer Abraham from Jeny Ribnick, I

Priority Importan Folder Trigger

DOE Addressee Source PM o -O
|Spencer Abraham Dat i M

i__________________ ~~~~~~Date Received 2/5/01

Subject Text Correspondence Date 121/01
Jerry Ribnick from Interchange Energy Group Ii
invites Secretary Abraham to be keynote RIDS Information I Head of Agency
speaker at the upcoming LDC Forum
Southeast - Gas and Power' on June 4-5, Sensitivity Not Applicable
2001, in Atlanta, Georgia

Action Office RegularI Classification I None I

SignaturelApproval Point of Contact SEISERP

lA I Organization ID EXECCORR2

Action Requested Assigned To
Appropriate Action SUJohnston

Special Instructions Date Due
Info copies: SL/Johnston and ES/Carpenter. I
Regrets Date Completed 2/5/01

I



2001-003284 2/25 P 1:12

INTERCHANGE
February 1, 2001

The Interchange of Information

The Honorable Secretary Spencer Abraham for the Energy trj
Office of the Secretary of Energy
U.S. Department of Energy, Headquarters
Forrestal
1000 Independence Ave. SW
Washington DC 20585
PHONE: 202-586-6210
FAX: 202-586-4403

Dear Secretary Abraham,

I would like to invite you to be the keynote speaker at the upcoming LDC Forum Southeast - Gas and
Power, which will be held in Atlanta, Georgia on June 4-5, 2001. The Forum will be the largest meeting of gas
buyers from LDCs, power generators, electric utilities, industrial end users and others in the industry.

The Forum is sponsored by a number of major companies involved in the energy industry. For your convenience,
I have enclosed a list of current year sponsors (to-date) and a list of the continuing sponsors from both our Boston
and Chicago Forums. The Atlanta Forum will be patterned after our hugely successful Boston and Chicago LDC
Forums, which each individually attract 400-500 industry professionals. This meeting will focus primarily on
power generation, and the interconnections between the gas and electric industries. In addition, we will discuss
the changing regulatory and market environments, including industry consolidation, electronic commerce and new
projects in the Southeast region.

At past Forums, we have had commissioners from the FERC as the keynote speakers. Recently, Commissioner
Breathitt spoke in Chicago and Chairman Herbert is speaking at this year's Boston Forum in April.
Commissioner Ruth Kretschmer, from the Illinois Commerce Commission has been an annual speaker at our
Chicago Forum for the past five years. I would encourage your office to contact any of these individuals and they
will confirm the value of these industry events.

I think that this would be a great opportunity for you to dialogue with the industry and respectfully request that
you consider this invitation to speak at the LDC Forum Southeast.

Thank you very much for your consideration in this matter. I look forward to seeing you in Atlanta.

Yours very truly,

Jerribnick

P.S.: We will accommodate our agenda to meet your schedule at any time during the two days of the conference.

620 Mendelssohn N. #161 Mnnois^ ,nesoto 55427 Phone (763) 545-1515 * FOa (763) 545-1818

IT~



1st Annual

The LDC Forum Southeast
Gas and Power

Jun 4-5, fo00 - ftlanto, Georgia

Corporate Sponsors
(as of 2-1-01)

Aquila

Caminus

Columbia Gulf Transmission

Dominion Transmission

Duke Energy Gas Transmission

Enron North America Corp.

Koch Energy Trading

Reliant Energy Wholesale Group

Williams

Logo Presentation not yet available.

r>lm«Li»n»mj . .««in»- * .^



6th Annual

THIa LG rFoam * Wwri or 2001
Boston, Massachusetts Aprl 19-20, 2001

Corporate Sponsors

Altra Energy Technologies

Aquila

Columbia Gas Transmission

Conoco Gas and Power Marketing
Dominion Transmission

Duke Energy

eCORP - The Energy Company

El Paso Merchant Energy

EnergyUSA-TPC Corporation
Enron North America Corp.

Iroquois Gas Transmission System LP
Koch Energy Trading

PG&E National Energy Trading
Reliant Energy Wholesale Group

TransCanada PipeLines Limited
TXU Energy Trading

Union Gas-Storage & Transportation Services
Vector Pipeline

Williams

Logo Presentation not yet available.

***- - T"'~*i~in>L f1 cmm jL ^ f ^



12th Annual
The LDC Forum

Gas Storage Strategies and Market Center Hubs
September 11-13, 2000 -- Chicago, Illinois

Corporate Sponsors

Altra Energy Technologies Corp.

Aquila

Columbia Gas Transmission

Conoco Gas and Power Marketing
EnergyUSA-TPC Corporation

Engage Energy US LP
Enron North America Corp.

Guardian Pipeline

Independence Pipeline

Nicor Gas

Oneok Inc.

Peoples Energy Corporation

PG&E National Energy Group
ProLiance Energy LLC

Reliant Energy Wholesale Group
Southern Company Energy Marketing

TransCanada PipeLines Limited
Union Gas-Storage & Transportation Services

Vector Pipeline

Whitecap Energy System LLC

Williams

V. i»C LPPIOMEX^-b-MInWn m.a^



The LDC Forum
Gas Storage Strategies and Market Center Hubs

September 11-13, 2000 * Chicago, Illinois

2000 Corporate Sponsor Listing

Enron, North America Corp.
150 N. Michigan Ave. #3610

5ti S ^ ~ Chicago, IL 60601

0^ r ~ Company Web Site: www.enron.com
Key Contact: Ms. Laura Luce

GUARDIAN.

Guardian Pipeline
330 Town Center Dr #1000

Dearborn, MI 48126
Company Web Site: www.cmsenergy.com

Key Contact: Mr. George C. Hass

Independence Pipeline
520 Renaissance Ctr.

Detroit, MI 48243
Company Web Site: www.independence.twc.com INDEPENDENCE

Key Contact: Mr. Todd Persells PIPELINE

Corporate Sponsor -Page 3
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EL PASO MERCHANT ENERGY

ME AT ENERgY P O Box 2511, Room 2445Bjm MERO~NT ENERGY
Houston TX 77252-2511

Company Web Site: www.epenergv.com

Key Contact: Steve Durio

ENERGY SOLUTIONS INT'L., INC.
9 t/ s i 13831 NW Freeway, #235

N /y^,,,,,,O;,ffi Houston TX 77040

Company Web Site: www. eergy-solutions.com

Key Contact: Glen Sartain

~ TENERGYUSA-TPC
r EnergyUSA&- TPC CORPORATION

AS-C»cwnl 200 Westlake Park Blvd. #1000

Houston TX 77079

Company Web Site: www.eneergvusa.com

Key Contact: Peter I. Tumniinello

ENRON NORTH AMERICA CORP.
1400 Smith St.4tt0-y ~ Houston TX 77002

Company Web Site: www. eron.com

Key Contact: Beth Perlman

INDEPENDENCE PIPELINE
2800 Post Oak Blvd.

Houston TX 77056
I N DEPENDENCE Company Web Site: www.independence. twc.com

PIPELI NE: Je D.
Key Contact: Jamie D. Craddock
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Gas Storage Strategies and Market Center Hubs
September 11-13, 2000 * Chicago, llinois

2000 Corporate Sponsor Listing

Conoco Gas and Power Marketing (C.no co
600 N. Dairy Ashford

Houston, TX 77079 Gas and Pow
Company Web Site: www.conoco.com

Key Contact: Mr. J. Mike Stice Marketing

EnergyUSA--TPC
A MSoue Comnpny

EnergyUSA - TPC Corporation
2603 Augusta #1400

Houston, TX 77057

Company Web Site: www.energyusa.com

Key Contact: Mr. Peter I. Tumminello

N^ . 'Engage Energy US LP
.: By- I ^^^^Hr'- ' 3000 Town Center #2800

E N MA G -E Southfield,-MI 48075
e n e r g yr I fr e Company Web Site: www.engageenergv.com

Key Contact: Mr. David J. Slater

Corporate Sponsors - Page 2



Gas Storage Strategies and Market Center Hubs
September 11-13, 2000 * Chicago, Illinois

2000 Corporate Sponsor Listing

nzcor
Nicor Gas

1844 Ferry Road
Naperville, IL 60563

Company Web Site: www.nicorinc.com

Key Contact: Mr. Stephen 1. Cittadine

A.

_ '- ONEOK Inc.
100 West Fifth St

Tulsa, OK 74103

Company Web Site: www.oneok.comO 1N E lOuK Key Contact: Mr. Mark J. Quinlan

PEOPLES
EN E RGY

Peoples Energy Corporation
150 North Michgan #3610

Chicago, IL 60601
Company Web Site: www.pecorp.com

Key Contact: Mr. Timothy Hermann

Corporate Sponors -Page 4
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Control 2001-003607 Name | Letter to Secretary Spencer Abraham from Dorothea H. El

Priority Important Folder Trigger Invitation

DOE Addressee Source PM-O

S__I spencer A bra h a m Date Received 2/7/01

Subject Text Correspondence Date 12/2/01
Dr. Dorothea H. El Mallakh invites Secretary
Abraham to participate in the International RIDS Information I Head of Agency
Research Center 28th annual Energy I
Conference on 4/22-25/01 Sensitivity Not Applicable

Action Office Regular ssification None

Signature/Approval Point of Contact GORHAMO

|__I
I A"_____ I Organization ID EXECCORR2

Action Requested Assigned To
Prepare Response IA

Special Instructions Date Due 3/1301
Info: SUJohnston, ES/Carpenter and I
OS/Fahmy-Hudome. Relates to Date Completed 13/7/01
ES00-027170. S-1 regret



O 003&o?7
INTERNATIONAL RESEARCH CENTER FOR ENERGY & ECONOMIC DEVELOPMENT

850 Willowbrook Road Telephones: (303) 442-4014, 442-2070 / Fax: 442-5042
cht o Boulder, CO 80302 U.S.A. E-mail: iceed@stripe.Colorado.EDU

2001-003607 2/7 P 12:06 Febary.0

The Honorable Spencer Abraham
Secretary of Energy
U. S. Department of Energy
1000 Independence Ave., SW
Washington DC 20585

Dear Secretary Abraham:

As announced in the letter you were sent last October, our Center's 28th annual international
en.rgy conference cntitled 'Sustainable Developmnet: Defining and Reftning Entrgy's Role" will be held
from the evening of April 22 (Sunday) to midday April 24 (Tuesday). The 22nd annual international area
sessions on "Managing Short-Term Energy Markets: Supplies and Suppliers" will begin midday April 24
and conclude midday April 25 (Wednesday). It is with pleasure that we invite you to attend.

For over a quarter of a century, we have been organizing conferences unique in the mix of
attendees and participants: high-ranking representatives and specialists in industry, finance, and
nationa/multinational governmental agencies from as many as 27 countries. The sessions are noted for
their valuable contacts as well as the formal and informal exchange of views and data. Attendance is by
invitation and reservation only. Should your schedule preclude your own participation, we would be
pleased to have you nominate one or more representatives.

A brief outline with the topics and some of the preliminary speakers is enclosed, along with
registration and hotel information, some of which is new. Should you require further details, including an
updated listing of participants, please contact me. The best telephone number at which to reach me any
time is (303) 442-4014. In order to keep the conferences to the optimal size, we may need to close
registration prior to the April 16 deadline.

Sincerely yours,

Dr. Dorothea H. El Mallakh

DEM/ty
Enclosures

___ o--- ^^ ^^ ^ -^^^
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INTERNATIONAL RESEARCH CENTER FOR ENERGY & ECONOMIC DEVELOPMENT

850 Willowbrook Road Telephones: (303) 442-4014. 442-2070 / Fax: 442-5042
UCl BBoulder, CO 80302 U.S.A. E-mail: iceed@stripe.Colorado.EDU

The 28th Annual International Energy Conference on SUSTAINABLE DEVELOPMENT:
DEFINING AND REFINING ENERGY'S ROLE will open Sunday evening, April 22, 2001,
and conclude midday Tuesday, April 24. Various industries, governmental agencies, and non-
governmental organizations utilize the term "sustainable development" in setting agendas. There
appear to be substantial differences in not only the process to achieve this goal but how to balance
its components. Some key questions to be addressed include: What is the place of economic
efficiency in evaluating the attractiveness of various energy forms? Can a quantified value be
assigned to the environmental benefits of one energy source over another? How can
governmental policy encourage the consumption of specific energy forms in a way that does not
violate economic principles? For energy-exporting developing nations, how can sustainable
development be accomplished when revenues are based overwhelmingly on a wasting asset?
Will globalization be a factor? Under what oil-price scenarios could environmentally preferred
products, applications, and fuels make major inroads within established consumption patterns?

The 22nd Annual International Area Conference, MANAGING SHORT-TERM ENERGY
MARKETS: SUPPLIES AND SUPPLIERS, runs from midday Tuesday, April 24, to midday
Wednesday, April 25. In recent years, emphasis has been placed on supply and the willingness of
energy suppliers to proactively manage the short-term market fluctuations. Internationally, oil
exporters-particularly the Organization of the Petroleum Exporting Countries-have been called
upon to fne-tune output to achieve price levels deemed acceptable both to meet revenue
requirements at home and to keep importing economies viable. Domestically, the current
California electricity shortfalls stand as one example of failure in short-term energy-market
management. What instruments might be fashioned to lessen the economic and political pressure
on supply and suppliers?

Some 80 percent of conference attendees have attended at least one earlier meeting.
Thus, most are aware that the following is only a partial listing as schedules are still being
set to accommodate speakers. A more detailed list and initial program, available by early
March, can be furnished upon request. Among expected attendees and/or participants are: Dr.
Said AI-Shaikh (Chief Economist, National Commercial Bank, Jeddah); Salim Al-Shanfari
(President, Sands Petroleum Consultancy, Oman); Dr. Herman Franssen (Director, Petroleum
Economics Ltd.); Dr. Shokri Ghanem (Director, Research Division, OPEC, Vienna); Dr. Sharif
Ghalib (Energy Intelligence Group, New York);, Michael C. Lynch (Vice President, Petroleum
Service Energy Group, WEFA, Inc.); Hisanori Nei (Director, Middle East and Africa Office,
International Trade Policy Bureau, Ministry of Economy, Trade and Industry, Tokyo); Dr. 0ystein
Noreng (Fina Professor of Petroleum Economics and Management, Norwegian School of
Management); Bill Reinert (National Manager, Advanced Technology Group, Toyota Motor
Sales, U.S.A., Inc.); H. H. Rogner (Head, Planning and Economic Studies, International Atomic
Energy Agency, Vienna); Dr. Mohamed Sadeqi (Kuwait Fund for Arab Economic Development);
Dr. Paul Stevens (BP Professor of Petroleum Policy & Economics, University of Dundee, United
Kingdom) as well as representatives from Algeria, the California Air Resources Board, Canada,
Indonesia, the International Energy Agency, Japan (through special coordination with the
Japanese External Trade Organization or JETRO), Kuwait, Mexico, Norway, Saudi Arabia, the
United Kingdom, the U. S. Departments of Energy and State, and private-sector and national
companies such as BP Amoco, Conoco, Enron, Exxon Mobil, Kuwait Petroleum Corporation,
Petroleos de Venezuela, and Saudi Aramco, among others. As in past years, we expect strong
media participation, including the Financial Times, Oil & GasJournal, Petroleum Intelligence
Weekly, Wall Street Journal, and World Oil, as a sampling.

(OVER)



INTERNATIONAL RESEARCH CENTER FOR ENERGY & ECONOMIC DEVELOPMENT

850 Wiowbrook Road Telephones: (303) 442-4014, 442-2070 / Fax: 442-5042
,c!ha~os Boulder, CO 80302 U.S.A. E-mail: iceedestripe.Colorado.EDU

Twenty-Eighth Annal International Energy Conference
SUSTAINABLE DEVELOPMENT: DEFINING AND

REFINING ENERGY'S ROLE

April 22, 23, and 24, 2001

Twenty-Second Annual International Ara Conference

MANAGING SHORT-TERM ENERGY MARKETS:
SUPPLIES AND SUPPLIERS

April 24 and 25, 2001

If you are planning to attend either or both of the Conferences and are not a speaker,
please make your own hotel reservations. If you would like assistance for a reservation,
contact the Center. When making your reservation, inform the hotel you are attending the
ICEED Conferences to receive the special conference rates. At check-in, be certain to ask for
your information envelope and the bus schedule. The sessions wil be held at the Omni
Hotel, which is only five minutes fiom Boulder. (Please notify the Conference if you will
not be staying at the Omni Hotel.) Reserve early as the Conferences have a block of
rooms beld only until March 23 at:

The Omni Interlocken Hotel and Resort
500 Interlocken Blvd.
Broomfield, Colorado 80021 U.S.A.
Telephone: (303) 438-6600 /Fax: (303) 438-7224
Web site: http://www.omnibotee.com/

From the Denver International Airport (DIA), the Super Shuttle leaves at 10 minutes
after the hour from 8:10 a.m. to 11:10 p.m.; check in and purchase tickets at the Super
Shuttle ticket counter located on the west side of level 5 (baggage claim) of the main
terminal. One-way cost to The Omni Hotel in Broomfield is $18, and the trip takes about one
hour to the hotel.

REGISTRATION INFORMATION: Registration will be held at The Omni Hotel from
11 a.m. to 6 p.m. on Sunday, April 16. Thereafter, registration will be held in the Conference
office at the hotel. There will be a continental breakfast (juice, coffee, tea, breakfast breads)
available prior to the morning sessions on April 23, 24, and 25, compliments of the
Conference.

PRE- AND POST-CONFERENCES EVENTS: Because of the theme of the energy
sessions, Blue Star Sustainable Technologies Corporation, with offices in nearby Arvada, invites
those interested to tour the company's plant. Other activities involving distributed power
generation may be included. Toyota will have hybrid and alternative-fueled vehicles for
inspection and driving.

(OVER)



INTERNATIONAL RESEARCH CENTER FOR ENERGY & ECONOMIC DEVELOPMENT

'.D,=Q V I850 Willowbrook Road Telephones: (303) 442-4014, 442-2070/ Fax: 442-5042
'cson Boulder, CO 80302 U.S.A. E-mal: iceed@stripe.Colorado.EDU

Twenty-Eighth Annual International Energy Conference
SUSTAINABLE DEVELOPMENT: DEFINING AND REFINING ENERGY'S ROLE

and

Twenty-Second Annual International Area Conference

MANAGING SHORT-TERM ENERGY MARKETS: SUPPLIES AND SUPPLIERS

April 22-25, 2001 Boulder/Broomfield. Colorado

To streamline conference administration, the Center initiated a policy in 1996 of a moderate registration fee to cover all

meals, transportation to and from events scheduled for the two and a half days of the sessions, and distribution of the

available papers. You are requested to indicate the meals you anticipate taking with the Conferences (back of this page). Those
who have attended past meetings will recall the effort to provide exceptional lunches and dinners at different locations: this is
unchanged with the same outstanding restaurants reserved for our events in April.

The fee schedule below is in keeping with the Center's nonprofit status. We prefer fee payment (in dollars payable on a U.S.
bank) to accompany the registration form; credit cards are not accepted. However, the fee may be paid at the time of the sessions
at a higher level. If you plan to use the late registration option, you still need to complete theform below in order to reserve
your place. As with all our previous conferences, attendance is by invitation and reservation only in order to keep the number

of attendees to a level that preserves the optimal exchange of views and contacts Should you need to cancel your
reservation/registration, yourfee will be refunded in full inotification of cancellation is received before April 12. In order to
accommodate changing schedules, we can keep the reservation and change the name of the registrant if notified prior to the

sessions.

FEE PRIOR TO APRIL 12,2001 FEE AFTER APRIL 12 (RESERVATION REQUIRED)
S590 per registered attendee S630 per registered attendee
$345 per accompanying spouse or family member $345 per accompanying spouse or family member

_______________________________ (Detach and return)_____________________________

Twenty-Eighth International Energy Conference (April 22, 23, and 24,2001)
Twenty-Second International Area Conference (April 24 and 25, 2001)
c/o ICEED
850 Willowbrook Road
Boulder, Colorado 80302 U.S.A.

Name

Position/Title

Company/Organization

Complete mailing address (including postal code)

Phone Fax E-mail

(OVER - SEE OTHER SIDE)
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Folder Profile

Control # 2001004148 Name Invitation to Secretary Abraham from Ken Lay, Chairman (

Priority Important Folder Trigger Invitation

DOE Addressee Source PM-O
Spencer Abraham I

i pe nc e r A b ra ha m Ipe_ Date Received 2/12/01

Subject TextSubject Text__ _______Correspondence Date [2/12/01
Mr. Ken Lay, Chairman of Enron invites Corree
Secretary Abraham to a retirement reception RIDS Information Head of Agency l .
in Washington. D.C. on February 22, 2001 J f
(6:00 - 8:00 p.m.), honoring Joe Hillings for his Sensitivity Not Applicable
18 years of Service I

Action Office #Social Classification I None

Signature/Approval Point of Contact CARPENTC
NA

[_________NA _I Organization ID EXECCORR2

Action Requested Assigned To
Appropriate Action SL/Kohs

Special Instructions Date Due
Please RSVP. Information copy: SLJohnston

Date Completed 2/13/01
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i "a Ken ay, Chairman i
Enron

/ a,,j,• InvitesYou To 1
l MA,+ A Retirement Reception

Honoring
|i. K i|( Joe Hillings^ .

21- For418 Yearsof Service
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Control 2001004823 Name Letter to Secretary Abrahari from Bob Wilson (Columbia R

Priority Important Folder Trigger Letter

DOE Addressee Source PM-O
I Spencer Abraham l I

Spece ADate Received 2/20/01

Subject Text -Correspondence Date 212/101
Expresses concerns regarding the energy
crisis in California and the Pacific NW du eto RIDS Information Head of Agency
financial Mismanagement/artifical induced .
energy shortages by power brokers Sensitivity Not Applicable

Action Office # Classification None

Signature/Approval___ Point of Contact ALSTONL
NA l l

l__INA""_____ | Organization ID EXECCORR2

Action Requested Assigned To
Prog Determination I PO

Special Instructions Date Due

Date Completed 2/21/01
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2001-004823 Feb 20 p 4:39
COLUMBIA RIVER CONSERVATION LEAGUE

1942 Hetrick Ave.
Richland WA. 99352

February 12, 2001

Spencer Abraham, Secretary of Energy
1000 Independence Ave. SW
Washington DC 20585

Secretary Abraham:

Investigations into energy supply in California and the Pacific Northwest are revealing that the so
called "energy crisis" is due to financial mismanagement and artificially induced energy shortages by
power brokers, not deep shortages of power supplies. Therefore, using the excuse of largely artificially
induced energy shortages for opening environmentally sensitive public lands such as the Arctic
National Wildlife Refuge, The Rocky Mountain Front or national forest roadless areas to energy
exploration is a Trojan Horse approach for turning the public's natural resources over to private
developers for corporate profit.

The brokers of the current "energy shortage" claim shortages of cash reserves to deal with power
purchases. However, major power brokers such as ENRON Corporation, Calpine Corporation,
Dynegy Incorporated and Reliant Energy have transferred billions of dollars to holding companies
rather than to reserve accounts. ENRON, for example, posted fourth quarter profits up at 34% yet
power prices for the energy ENRON brokers continue to escalate. Kaiser Aluminum Incorporated
found it more profitable to shut down its mills in Washington State, throwing hundreds of workers out
of their jobs, in order to sell its power allotment at huge profit on the grid.

While the power brokers are making billions trading energy back and forth and shuttling the profits
into their holding companies, a number of California power plants have been off-line up to 50% of
their operating time in just the past year (industry standards for off-line outages are approximately
5%). Something is obviously wrong here.

The cost of all of this manipulation is passed on to the consumer. And while all this money shuffling,
energy selling and re-selling, and artificial reduction in supply is occurring, the power brokerages
shamelessly attempt to blame escalating energy prices on shortage of generation and fuel feed supply.
Ironically, the brokers and energy suppliers seek to use the artificially inflated energy process they
have created to make billions more by invading our public lands for energy resources.

Don't let America's public lands become a corporate oil patch, gas field or coal mine. If we allow this,
the American people will once again be left with the environmental damage and degraded landscape
while the corporate profiteers make off with the cash. America's public lands, particularly those that
remain roadless and wild, are invaluable to future generations of Americans. Don't let the next
generation of Americans be sold out by today's false prophets that try to declare crisis where none
exists.

bSincerely

Bob Wilson cc: Washington State Congressional Delegation .

lDg
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Folder Profile

Control 2001004911 Name Letter to Secretary Spencer Abraham from Joe Hilings &

Priority Important Critical Folder Trigger Letter

DOE Addressee Source PM-O
ISpencer Abraham PMO I
lSpencer Abraham Date Received 2/21/01

Subject Text Correspondence Date [2/21/01
Urging DOE to maintain a strong level of
commitment to the energy services RIDS Information Head of Agency
negotiations by providing a full complement of Information '
Departmental support Sensitivity Not Applicable - (l

Action Office # 1 Classification None

Signature/Approval___ Point of Contact SEISERP
IA J

| _IA"_______ |I ~ Organization ID EXECCORR2

Action Requested Assigned To
Prepare Response IA

Special Instructions Date Due 4/01Date Due 3/14/01
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Energy Services
COALITION

February 21 2001E JOSEPH HILLINGS,
ENRON |

The Honorable Spencer Abraham
DONALD A. DELINE, Secretary
HALUBURTON

HALUBURON U.S. Department of Energy
N 1000 Independence Avenue, SW

i"ean Dubm Washington, DC 20585
CHRISTINA M. BOLTON,

CAProL STO AT-GIES Dear Mr. Secretary:
CHRIS LONG.
ENRON The Energy Services Coalition (ESC) is a coalition of almost 60 companies and

BRLN PEr- trade associations whose goal is to promote the global liberalization of energy
INTE^,ATIONAL ASSOCATION services. A membership list is attached. We are working closely with the
OF DRILLING CONTRACORS Department of Energy, the Office of the US Trade Representative, and the -..

TlanmY . RICHARDS. Department of Commerce to achieve this end in the services negotiat
GENERAL ELECT-IC underway in the World Trade Organization and in ongoing bilateral o

negotiations such as those involving Chile and the Free Trade Ar the
Americas. /

We are writing to urge that the Eneg ._r maintain its n level of
m st am i Sit 3 commitment to these negotiationsiir a cOa role as
usuMMtm. bo. m energy advisor to the U.S. j e about the

i an u 2-nu energy industry to our tradas wers as w af trade advice.
r m ui-unm Two Energy Department . ees in particular - Mr.fgo and Ms.

Harvetta Asamoah - h a an excellent job in p *.f-level input
needed for these nego Unfortunately, Mr. Sad,
leaving a void in the crrole played by the

The ESC asks you and i itaff to find someone with tlevel of
expertise in the energy a nd trade policy expe r tr. Santiago
assign that person to assli E .S energy services n i team,'
to continuing the able supp dd by Ms. b U.S. -
services negotiating team n frorw Energy
Department.

Time is short. The U.S. WTO negot to return to Geneva at the
end of March. Negotiators for t4i;-Cree reen t also are
scheduled to meet at the same -t . -.'

The United States has mrae'energy services liberalization n. -d its priorities in
the current round of trad neegotiations. The annual global rne t-for our
companies is estimated at somewhere between $600 billion t Io't$1 trillion. All



The Honorable Spencer Abraham
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nations need access to the energy services that will allow them to develop and
use energy resources in the most efficient and cost-effective manner. We can
achieve our goal of opening global energy services markets if we continue to
receive the strong support of the Energy Department and other U.S. agencies.

Respectfully yours,

Joe Hillings Don Deline
Co-Chairman Co-Chairman

End.



Membershi o the Enery Serices Coalition as of: 2mZI1

ABB
Amerian Consulting Engineers Council

American Wind Energy Association
American Petrolem Institute

ARCO
Baker Huges Ic.

BP AMOCO Corporation
Busness Council for Sustainale Enarg

CG/LA lnfstructur
Capitol Strategies

The Chevron Companies
CMS Energy

Coalition of Service ndustries (CSI)
Conoco

Domestic Petroleum Council
Duke Energy

Edison Electric Institute
EDS

Electric Power Supply Association (EPSA)
El Paso Energy

Enmrson Eectric Co.
ENERX Development

Enron
Entergy Wholsae

Environmental Export Council
EPRI

European American Business Council (EABC)
Export Council for Energy Effcenc

Enon-Mobil
EZ Solutions, Inc.

Duke Energ
General Electric

Halliburton Company
Honeywell

Inernational Association o Drilling Contractors (IADC)Interstate Natural Gas Association of America (INGAA)
International Gas Center

Independent Petroeum Assotion of America (IPAA)
Kelley Drye & Warren

McDermnot Inc.
Mid-American Energy Holdings CompanyNational Associatio of Energy Services Companies (NAESCO)
National Foreign Trade Council (NTC)

National Electrial Manufacturers Association (NEMA)
New York Mercantile Exchange

NRG Energy, Inc.Petroleum Equipment Suppliers Association (PESA)
Rockwel Automation

Sarkeys Energy Center, University of Oklahoma
Schlnberge Technology

Siemens
United States Energ Association (USEA)

US ASEAN Business Council
US Chamber of CommerceUnited States Council for Inteniational Business (USCB)
U.S. Oil & Gas Association

US Pacific Economic Cooperation Council (US-PECC)
WestiUnghouse

World Enviroment Center

February 21, 2001
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A. ENERGY SERVICES - SECTOR STATUS

All nations and all forms of economic activity - developed or developing economy; agriculture,
manufacturing, or services company - depend on clean, reliable, efficiently produced, and
reasonably priced energy. Demand for energy continues to grow. According to the U.S.
Department of Energy (DoE), global energy consumption is projected to rise by 60 percent over the
next 20 years. Almost two-thirds of the increase in demand is projected to occur in developing
countries.' DoE also estimates that the global energy services market today is roughly $600 billion.

A thriving energy sector - including energy services - is today a basic element of economic well-
being. There is a high correlation between rising energy usage and economic growth, increased life
expectancy, and higher standards of living. Moreover, modem energy services mean that we can
develop energy resources in an environmentally sound manner and in ways that promote responsible
and efficient development and usage of energy resources.

There is today no internationally agreed definition or classification of energy services. Yet for those
companies active in the sector, there is wide agreement about the types of activities that comprise
energy services. As a working definition of energy services, the Energy Services Coalition 2 has
adopted the following:

Energy services are those services that comprise or are related to the exploration,
development, extraction, production, generation, transportation, transmission, distribution,
marketing, consumption, management and efficiency of energy, energy products and fuels.

The reasoning behind the definition is simple - energy services comprise a closely related set of
activities that begins with the process of locating and developing energy resources, through their
production and provision to final consumers, to cleanup and decommissioning, to activities in every
stage to promote the development and usage of dean and energy efficient technologies.

B. WTO CLASSIFICATION OF ENERGY SERVICES

Energy services do not have a discrete classification under the current WTO Sectoral Classification
List (W/120). When the W/120 was developed and the GATS negotiated, energy services largely
were omitted from the negotiations. At the time, the energy sector largely was dominated by state-
owned monopolies operating within national (or even subnational) markets. Whether public or
private, oil and gas companies and power generating utilities performed most of their own services
internally.

W/120 does contain for three classifications that specifically provide for limited elements of the
energy services sector, including:

* Services incidental to mining;

* Services incidental to energy distribution; and

I International Energy Outlook 2000, Energy Information Agency, U.S. Department of Energy.
2 A group of 55 companies and trade associations whose goal is to promote energy services trade liberalization.
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* Pipeline transport.

However, these classifications are narrowly defined and do not cover the breadth of energy services
activities, including those related to energy development, production, energy networks, and
wholesale and retail activities. While some activities related to energy services may be covered under
existing, non-energy specific classifications - design, engineering and construction of generating
facilities, for example - it simply is not dear where the full range of energy services activities falls
within the GATS classification system or even if the system provides for all of these activities.

Because most countries make market access commitments on the basis of the W/120 classification
list, it is imperative that work be done to ensure that the full array of commercial activities by energy
services providers be covered by that list. Any classification also should be sufficiently flexible so as
to encompass new energy services activities and technologies as they arise.

C. BARRIERS TO ENERGY SERVICES

Energy services providers face a variety of barriers that fall within two key categories - limits on
market access and restrictive or discriminatory regulatory systems.

Market access restrictions are similar to those faced by many services providers and include lack of a
right of establishment, an inability to provide cross-border service, barriers to entering needed
personnel and equipment, restrictive procurement practices, among others.

But just as important - or in some cases even more important - are regulatory frameworks that are
opaque, discriminatory, arbitrary, or simply confusing. Without a regulatory network that provides a
basis for fair competition, energy services companies often are at a disadvantage to one favored
competitor.

Both market access and regulatory issues therefore must be addressed in the services negotiations.
Market access commitments may well be meaningless without regulatory reform, and its does little
good to create a pro-competitive regulatory environment unless market access restrictions are
eliminated. To take but one example, if a country were to make a market access commitment
liberalizing the trading and brokering of energy, that commitment would be meaningless unless it
also committed to a regulatory environment that ensured fair, nondiscriminatory access to the
electricity grid or the pipeline system so that the trader could deliver its product

D. NEGOTIATING OBJECTIVES

Given the nature of the barriers commonly faced by energy services providers, we believe that the
best way to ensure broad, meaningful liberalization in energy services trade would be to negotiate a
broad set of market access commitments and a pro-competitive regulatory reference paper.

I. Market Access Commitments

The market access commitments could be based upon an agreed set of energy services and related
sectors covering those energy services not already provided for within the GATS classification

2



system as well as activities essential to energy services that already are covered in the system (e.g.
construction and engineering services, transportation services, maintenance and repair, etc.). They
should incorporate a variety of principles aimed at ensuring the broadest possible market opening
for energy services. The maximum removal of barriers to energy services trade will create an
environment in which energy services providers can deliver the highest degree of benefits to energy
services consumers in terms of cost, investment, transfer of technology, and employment.

The following are principles that we would urge be embodied in market access obligations
undertaken by all Members subscribing to an energy services agreement3:

* Broadest possible market access commitments: Energy services providers should have the
opportunity to provide and distribute their services through all four modes provided under
the GATS - cross border supply, consumption/purchase abroad, establishment of a
commercial presence, or through the temporary movement of natural persons.
Commitments should be made in all four modes, with minimal exceptions, so as to ensure
the most efficient means of providing a given energy service.4

* Technological neutrality: Technology in energy services continues to evolve at a rapid pace.
To ensure that energy services providers can use the best available technology, market access
commitments should be made without regards for the technology used to provide energy
services.

* Temporary entry of equipment/tools of the trade: Energy services providers often rely on
specialized equipment to perform their service. When market access commitments are made
in energy services, energy services providers should be allowed to enter, on a temporary,
duty-free basis, tools of the trade and equipment essential to the provision of those services.5

* Temporary entry of business persons and specialists: Energy services companies employ
many people with highly specialized skills and should have the right to the temporary entry
of essential personnel necessary to provide a covered service.

* Unrestricted movement of electronic information and transactions: Many energy services
today rely on electronic information flows and transactions, including geologic data analysis,
trading and brokering, and energy efficiency services. Any negotiation should ensure the
free movement of these information exchanges and transactions.

3 Consistent with GATS Articles XIV (General Exceptions) and XIV bis (Security Exceptions).
4 We recognize that several countries have sensitivities in the energy area, such as ownership of resources. We believe an
energy services agreement could be negotiated that would address these nations' concerns in a manner that could allow
them to more effectively develop their resources and create new market opportunities for energy services providers.
5 We have made this recommendation on the basis that negotiations now are limited to the mandated agenda. Should
negotiations on goods commence, we would strongly urge governments to consider eliminating tariffs on energy related
goods. While not fully resolving the issues surrounding the need to temporarily enter equipment and tools of the trade,
such an initiative could significantly help facilitate such activities and would enhance greatly the costs savings and
benefits associated with energy services liberalization.
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II. Regulatory Framework

Regulation and technical standards play a critical role in energy services. Indeed, regulations and
technical requirements often are the key barriers to market entry and growth.

In the negotiations on Basic Telecommunications, WTO members recognized the need for specific
disciplines in a highly regulated sector. We believe that a similar approach is required for energy
services. Indeed, the prior work in the WTO on telecommunications issues may provide an
appropriate basis for crafting a reference paper on energy services. Building on the work done in
both the Annex on Telecommunications and the Basic Telecommunications Reference Paper, a
reference paper on energy services should ensure the following requirements are applied to both
governments and to major suppliers6 of energy services.

* Transparency in the formulation, promulgation and implementation of rules, regulations,
and technical standards.

* Non-discriminatory third-party access to and interconnection with energy networks and
grids.

* An independent regulatory system separate from and not accountable to any supplier of
energy services.

* Transparent, objective and timely procedures for the allocation of scare network resources,
such as transmission capacity and rights of way.

* Disciplines to prevent anti-competitive business practices, including cross-subsidization.

E. CONCLUSION

When the WTO first addressed the services in the Uruguay Round, the energy services sector was in
its infancy. The time would not have been ripe to attempt to address this sector and its issues within
the context of the GATS.

Today, however, the energy services sector has developed to the point where it can benefit most -
and deliver the greatest benefits in return - from a system of global commitments that ensure the
broadest possible market access and a pro-competitive regulatory environment We urge
governments to make a firm commitment to broad energy services liberalization in the current
WTO services negotiations.

6 For purposes of this paper, the terms "major supplier" and "essential facilities" are defined as in the Basic
Telecommunications Reference Paper on Regulatory Principles. A major supplier is a supplier that has the ability to
materially affect the terms of participation (having regard to price and supply) in the relevant market for an energy
service as a result of (a) control over essential facilities (such as transmission networks); or (b) use of its position in the
market "Essential facilities" means facilities of an energy, energy product, or fuel transmission network or service that
are (a) exclusively or predominantly provided by a single or limited number of suppliers; and (b) cannot feasibly be
economically or technically substituted in order to provide a service.
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Department of Energy
Washington, DC 20585

MAR 22 2001

Mr. E. Joseph Hillings
Energy Services Coalition
1775 Eye Street NW
Suite 800
Washington, D.C. 20006

Dear Mr. Hiigs:

In response to your letter of February 21, 2001, to Secretary Abraham, I am
pleased to inform you that Lana Ekimoff and Pamela Cochran from the Office of
International Affairs are now working with Harvetta Asamoah on the energy
services section of the General Agreement on Trade and Services as well as other
energy related trade issues. Mr. Henry Santiago's vast experience will be missed
with his retirement, but we are confident that the team including Lana Ekimoff,
Pam Cochran, and Harvetta Asamoah will provide the technical support needed
and sought by the Office of the U.S. Trade Representative in its trade
negotiations.

The liberalization of the energy services sector is a priority energy trade issue.
The Department is working in the bilateral and multilateral fora to encourage the
adoption of transparent, efficient and fair regulatory regimes that will enhance
trade and investment in development of energy globally. We look forward to
continuing our successful cooperation with the Energy Services Coalition to
achieve this goal.

Sincerely,

David L. Pumphrey
Acting Director
Office of International Affairs

.. ,D--.., - .-*.*-.-..--*-- - *"'* *



Department of Energy
Washington, DC 20585

MAR 22 2001

Mr. Donald A. Deline
Energy Services Coalition
1775 Eye Street NW
Suite 800
Washington, D.C. 20006

Dear Mr. Deline:

In response to your letter of February 21, 2001, to Secretary Abraham, I am
pleased to inform you that Lana Ekimoffand Pamela Cochran from the Office of
International Affairs are now working with Harvetta Asamoah on the energy
services section of the General Agreement on Trade and Services as well as other
energy related trade issues. Mr. Henry Santiago's vast experience will be missed
with his retirement, but we are confident that the team including Lana Ekimoff,
Pam Cochran, and Harvetta Asamoah will provide the technical support needed
and sought by the Office of the U.S. Trade Representative in its trade
negotiations.

The liberalization of the energy services sector is a priority energy trade issue.
The Department is working in the bilateral and multilateral fora to encourage the
adoption of transparent, efficient and fair regulatory regimes that will enhance
trade and investment in development of energy globally. We look forward to
continuing our successful cooperation with the Energy Services Coalition to
achieve this goal.

Sincerely,

David L. Pumphrey
Acting Director
Office of International Affairs

*-».~ ~ ~ ~ ~ ~ ~ ~ ~~~~~~~~~~~~~~.. - -I~
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American Gas Association DAVID PARKER
President and CEO

February 21, 2001

The Honorable Spencer Abraham
Secretary of Energy
U.S. Department of Energy
1000 Independence Avenue, SW
Washington, DC 20585

Dear Mr. Secretary:

On behalf of the American Gas Association, I want to congratulate you again on your
confirmation as Secretary of Energy. Our Board of Directors is looking forward to
meeting you on February 26, 2001.

The American Gas Association represents 185 local natural gas utilities, including the
natural gas units of combination electric and gas utilities, which deliver natural gas to 58
million homes and businesses in the United States. Additionally, AGA provides services
to member natural gas pipelines, marketers, gatherers, international gas companies and
a variety of industry associates.

We take very seriously our responsibility to provide the Administration and Congress
with the comprehensive and accurate information it needs to develop sound public
policy regarding the natural gas industry. We are anxious to serve you and your
colleagues, and we hope that you will rely on us as your principal source of information
for inquiries related to natural gas.

In anticipation of your meeting with our Board, I thought you would find useful a brief
summary of some of the key issues that our members will be discussing. The
attachment to this letter should give you a better idea our industry's priorities.

If you require any additional information, please do not hesitate to call. We look forward
to working with you to help meet America's energy goals.

Sincerely,

David N. Parker

400 North Capitol St.. NW, Washington, DC 20001 * Telephone 202-824-7111, Fax 202-824-7092 * Web Site http//www.aga.org

A



American Gas Association Priority Issues

Development of National Energy Policy
This year we have a major opportunity to develop a national energy policy that would reduce our
reliance on foreign energy, enhance domestic production, increase the reliability of our energy
infrastructure, increase energy efficiency, improve the environment, and protect consumers.
The National Petroleum Council 1999 study on Natural Gas, and the American Gas
Foundation's Fueling the Future study and policy recommendations, provide a clear picture of
the central role that natural gas can play in meeting national energy needs.

Pipeline Safety Legislation
The Senate recently passed S. 235, the Pipeline Safety Improvement Act. The safe operation
of our systems is our highest priority. While we support many aspects of S. 235, we are
concerned that the final bill may impose new burdensome standards on our systems that do not
truly improve safety, but merely increase the cost of operations.

Low Income Home Energy Assistance Program (LIHEAP)
With rising energy prices, we support an increase in funding for LIHEAP. Compared to the
need, LIHEAP is underfunded. Only one out of five who qualify for LIHEAP actually receive
assistance. The overall funding for LIHEAP should be increased and emergency funding for the
remainder of this winter is also needed.

Reduce Government Bureaucracy to Produce Energy on Public Lands
DOE should lead interagency efforts with the Departments of the Interior, Agriculture, EPA and
others to create a mechanism that reduces the bureaucratic delay in producing energy on
federal lands - a delay that often occurs due to conflicting and overlapping authorities of
different federal agencies. This can result in the effective removal of these lands from
production.

Research and Development
DOE should increase its leadership role in the research, development and demonstration of new
technologies for the improved safety and reliability of our energy infrastructure, for the
exploration and production of resources, and for more efficient end-use.

Energy Efficiency and Conservation
Efficiency also must be a critical component of a national energy policy, and the Federal
government must lead by its own actions. Through Executive Order 13123, the previous
Administration recognized that the direct use of natural gas is highly efficient on a total energy
efficiency basis, and the new Administration should embrace this Order. As the new
Administration considers standards and goals to conserve energy and reduce emissions, it is
critical that any measurement must include all stages of the energy path: production,
generation, distribution and consumption.

Energy Standards
In January 2001, the outgoing Administration issued a rule regarding the minimum efficiency
standard for residential water heaters. DOE also approved ASHRAE 90.1, a new efficiency
standard for commercial buildings. Neither of these actions was in the best interest of the
environment or the related industries. Both should be reviewed as soon as possible.

Energy Education Campaign
In addition to the development of a national energy policy, the Administration should initiate a
public education campaign about energy. We cannot meet our energy challenges without public
support and understanding. The education campaign should focus on:

* the importance of energy to the economy and national security
* where energy comes from and what it takes to deliver it to residences, industry and

businesses
· the environmental and consumer impact of energy decisions.
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Committee Roster

Board of Directors 2/13/2001

Scope

Provides policy-level direction to the operations and activities of A.G.A.

CHAIRMAN OF THE BOARD Mr. Philip C. Ackerman (Phil)
Mr. D. N. Rose (Nick) President
President & CEO National Fuel Gas Company
Questar Gas Company 10 Lafayette Square., 18th Floor
180 East 100 South Street Buffalo, NY 14203-1818
P. O. Box 45360 Ph: (716) 857-7082
Salt Lake City, UT 84145-0360 Fx: (716) 857-7856
Ph: (801) 324-5138 Em: conradj@natfuel.com
Fx: (801)324-5535
Em: nickr@questar.com Mr. Robert W. Best (Bob)

Chairman, President & CEO
FIRST VICE CHAIR Atmos Energy Corporation

Mr. Wn. Michael Warren Jr. (Mike) P.O. Box 650205
Chairman & CEO Dallas, TX 75265-0205
Energen Corporation Ph: (972) 855-3704
605 Richard Arrington Blvd., North Fx: (972) 855-3075
Birmingham, AL 35203-2707 Em: bob.best@atmosenergy.com
Ph: (205) 326-8166
Fx: (205) 326-2704 Mr. David W. Biegler (David)
Em: mwanen@energen.com President

TXU
PRESIDENT 1601 Bryan Street

Mr. David N. Parker (Dave) Dallas, TX 75201-3401
President & CEO Ph: (214) 812-2038
American Gas Association Fx: (214) 812-3430
400 North Capitol Street NW Em: d.biegler@txu.com
Washington, DC 20001
Ph: (202) 824-7111 Mr. Kevin Burke (Kevin)
Fx: (202) 824-7092 President & Chief Operating Officer
Em: dparker@aga.org Consolidated Edison Company of New York, Inc.

4 Irving Place
IMMEDIATE PAST CHAIR New York, NY 10003-3502

Mr. Gary L. Neale (Gary) Ph: (212) 460-1110
Chairman, President & CEO Fx: (212) 228-4072
NiSource Inc. Em: burkek@coned.com
801 East 86th Avenue
Merrillville, IN 46410-6271 Mr. Philip S. Cali (Phil)
Ph: (219) 647-6005 Executive Vice President, Operations
Fx: (219) 647-6061 Nicor Gas
Em: glneale@nisource.com P.O. Box 190

Aurora, IL 60507-0190
DIRECTORS Ph: (630) 983-8676

Mr. Richard A. Abdoo (Dick) PhExt: 2970
Chairman, President & CEO Fx: (630) 983-9449
Wisconsin Energy Corporation Em: pcali@nicor.com
231 West Michigan Street
Milwaukee, WI 53203-2918 Mr. William N. Cantrell (Bill)
Ph: (262)221-2118 President
Fx: (262) 249-3870 TECO Peoples Gas System
Em: richard.abdoo@wepco.com P. 0. Box 2562

Tampa, FL 33601-2562
Ph: (813) 228-4332
Fx: (813)228-4643
Em: bcantrell@peoplesgas.com

American Gas Association
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Mr. Michael C. Carter (Mike) Mr. William C Glynn (Bill)
President President
Arkansas Oklahoma Gas Corporation Intermountain Gas Company
P.O. Box 17004 555 South Cole Road
Fort Smith, AR 72917-7004 Boise, ID 83709-0940
Ph: (501) 783-3181 Ph: (208) 377-6000
Fx: (501) 784-2095 Fx: (208) 377-6097
Em: mcarter@aogc.com Em: bglynn@intgas.com

Mr. James H. DeGraffenreidt Jr. (James) Mr. William J. Grealis (Bill)
Chairman, President & CEO Executive Vice President & Chief of Staff
Washington Gas Cinergy Corp.
1100 H Street, N.W. 139 East 4th Street
Washington, DC 20080-0001 30th Floor Atrium II
Ph: (202) 624-6629 Cincinnati, OH 45202-4003
Fx: (202) 628-7924 Ph: (513)287-2303
Em: jdegraffenreidt@washgas.com Fx: (513) 287-3044

Em: bgrealis@cinergy.com

Mr. Laurence M. Downes (Larry)
Chairman & CEO Mr. Lon R. Greenberg (Lon)
New Jersey Resources Corporation Chairman, President & CEO
P.O. Box 1464 UGI Corporation
1415 Wyckoff Road P.O. Box 858
Wall, NJ 07719-0000 Valley Forge, PA 19482-0858
Ph: (732) 938-1483 Ph: (610) 337-1000
Fx: (732) 919-0517 PhExt 3365
Em: LMDownes@NJResources.com Fx: (610) 992-3254

Mr. Niel C. Ellerbrook (Niel) Ms. Dede Hapner (Dede)
Chairman & CEO Vice President, Regulatory Relations
Vectren Corporation Pacific Gas and Electric Company
20 N.W. Fourth Street 77 Beale Street
P. 0. Box 209 P.O. Box 77000
Evansville, IN 47702-0209 San Francisco, CA 94105-1814
Ph: (812) 491-4201 Ph: (415) 972-5209
Fx: (812) 491-4169 Fx: (415) 972-5625
Em: nellerbrook@vectren.com Em: DXH4@pge.com

Mr. Carl L. English (Carl) Mr. Frank O. Heintz (Frank)
President & CEO, Natural Gas President & CEO
Consumers Energy Co. Baltimore Gas and Electric Co.
212 West Michigan Avenue 39 W. Lexington Street
Jackson, MI 49201-2236 Baltimore, MD 21201-3940
Ph: (517) 788-1234 Ph: (410)234-5914
Fx: (517) 788-0180 Fx: (410)234-5323
Em: clcnglish@cmsenergy.com Em: frank.o.heintz@bge.com

Mr. Stephen E. Ewing (Steve) Mr. Walter M. Higgins (Walt)
President & CEO Chairman, President & Chief Executive Officer
Michigan Consolidated Gas Company Sierra Pacific Resources
500 Griswold Street 6226 West Sahara Avenue
Detroit, MI 48226-3701 P.O. Box 230
Ph: (313) 256-5885 Las Vegas, NV 89151-0001
Fx: (313) 256-5232 Ph: (702) 649-5200
Em: sewing@michcon.com Fx: (702) 367-5004

Em: whiggins@sierrapacific.com
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Mr. Stanley C. Horton (Stan) Mr. Kent Larson (Kent)
Chairman & CEO Acting President
Enron Transportation Services Company Xcel Energy Delivery
1400 Smith Street 825 Rice Street
Suite EB 5020 Saint Paul MN 55117-5459
Houston, TX 77002-7327 Ph: (651) 229-2259
Ph: (713) 853-6177 Fx: (651) 229-5579
Fx: (713)345-7047 Em: kentlarson@xcelenergy.com

Mr. John Kean Jr. (John) Mr. Kenneth G. Lawrence (Ken)
President & Chief Executive Officer President
NUI Corporation PECO Energy Company
550 Route 202-206 2301 Market Street S24-1
P.O. Box 760 Philadelphia, PA 19103-1338
Bedminster, NJ 07921-0760 Ph: (215) 841-6201
Ph: (908) 719-4212 Fx: (215) 841-6706
Fx: (908) 781-0718 Em: ken.lawrencc@peco-energy.com
Em: jkeanjr@nui.com

Mr. Michael O. Maffie (Mike)
Mr. Peter H. Kelley (Pete) President & CEO
President & COO Southwest Gas Corporation
Southern Union Company P.O. Box 98510
504 Lavaca Street Las Vegas, NV 89193-8510
Suite 800 Ph: (702) 876-7250
Austin, TX 78701-2939 Fx: (702) 876-7037
Ph: (512) 370-8307 Em: suzanne.farinas@swgas.com
Fx: (512)477-3879
Em: mary.jo.casey@southerunionco.com Mr. Craig G. Matthews (Craig)

President & Chief Operating Officer
Mr. John S. Kimbell (John) KeySpan Corporation
President & CEO One MetroTech Center, 23rd Floor
Vermont Gas Systems, Inc. Brooklyn, NY 11201-3831
85 Swift Street Ph: (718) 403-2552
South Burlington, VT 05403-7306 Fx: (718) 522-2647
Ph: (802) 863-8859 Em: cmatthews@keyspanenergy.com
Fx: (802) 651-4708
Em: jkimbell@vermontgas.com Mr. David McClanahan (David)

President & COO
Mr. Alfred C. Koeppe (Al) Reliant Energy Delivery Group
President and Chief Operating Officer P.O. Box 4567
Public Service Electric & Gas Company Houston, TX 772104567
80 Park Plaza 4B Ph: (713) 207-5899
P.O. Box 570 Fx: (713) 207-5503
Newark, NJ 07101-0570 Em: david-mcclanahan@reliantenergy.com
Ph: (973) 430-8773
Fx: (973) 596-0992 Mr. Herman Morris Jr. (Herman)
Em: alfred.koeppe@pseg.com President & CEO

Memphis Light, Gas & Water
Mr. David Kyle (David) P.O. Box 430
Chairman, President & CEO Memphis, TN 38101-0430
ONEOK Inc. Ph: (901) 528-4151
P.O. Box 401 Fx: (901) 5284321
Oklahoma City, OK 73101-0401 Em: hmorrisnmlgw.org
Ph: (918)588-7000
Fx: (918) 588-7961
Em: dkyle@oneok.com
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Mr. Robert T. Reid (Bob) Mr. Ronald D. Tipton (Ron)
President & CEO Chief Executive Officer
Union Gas Limited Montana-Dakota Utilities Co.
200 Yorkland Boulevard 400 North Fourth Street
12th Floor Bismarck, ND 58501-4022
Toronto, ON M2J-5C6 Ph: (701) 222-7614
Canada Fx: (701) 222-7606
Ph: (416) 496-5300 Em: tiptonr@rndu.mdures.com
Fx: (416) 496-5253
Em: breid@uniongas.com Mr. Weslcy W. von Schack (Wes)

Chairman & CEO
Mr. Richard G. Reiten (Dick) Energy East Corporation
Chairman & CEO Corporate Drive, Kirkwood Industrial Park
NW Natural Binghamton, NY 13902-5224
220 Northwest Second Avenue Ph: (607) 762-4550
One Pacific Square Fx: (607) 762-4345
Portland, OR 97209-3991 Em: wwvonschack@energyeast.com
Ph: (503)226-4211
Fx: (503) 220-2584 Mr. John B. Williamson Ill (John)
Em: rgr@nwnatural.com President & CEO

RGC Resources, Inc.
Mr. Edgar M. Roach, Jr. (Ed) P.O. Box 13007
CEO, Dominion Delivery Roanoke, VA 24030-3007
Dominion Ph: (540) 777-3810
625 Liberty Avenue, CNG Tower Fx: (540) 777-2636
Pittsburgh, PA 15222-3110 Em: johnwilliamson@rgcresources.com
Ph: (412) 690-1325
Fx: (412) 456-7643 Mr. Douglas H. Yaeger (Doug)
Em: ed_roach@dom.com Chairman, President & CEO

Laclede Gas Company
Ms. Paula G. Rosput (Paula) 720 Olive Street, Room 1507
President & CEO Saint Louis, MO 63101-2338
AGL Resources, Inc. Ph: (314)342-0510
P.O. Box 4569 Fx: (314)421-1979
Atlanta, GA 30302-4569 Em: dyaeger@lacledegas.com
Ph: (404) 584-3500
Fx: (404) 584-3509 STAFF EXECUTIVE
Em: prosput@agiresources.com Mr. Jay A. Copan (Jay)

Senior VP, Corporate Affairs and Corporate Secretary
Mr. Ware F. Schiefer (Ware) American Gas Association
President & Chief Executive Officer 400 North Capitol Street, NW
Piedmont Natural Gas Company, Inc. 4th Floor
1915 Rexford Road Washington, DC 20001
Charlotte, NC 28211 Ph: (202) 824-7020
Ph: (704) 364-3120 Fx: (202) 824-9084
PhExt: 207 Em: jcopan@aga.org
Fx: (704) 364-8320
Em: ware.schiefer@piedmontng.com

Mr. Richard E. Terry (Dick)
Chairman & CEO
Peoples Energy Corporation
130 East Randolph Drive
24th Floor
Chicago, IL 60601-6207
Ph: (312) 240-4300
Fx: (312) 240-4503
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20C1-005425 2/27 P 3:45
Kenteth L Lay
Chairman of the Boad

Enron Corp.
P.C. Box 1188

Vat^Jf/O,~~~~~~~~~~ .Houston, TX 77251-1188
713-853-6773
Fax 713-853-5313
krnneth.lay@nron.com

February 27, 2001

The Honorable Spencer Abraham
Secretary
US Department of Energy
1000 Independence Avenue, SW
Room 7A-257
Washington, DC 20585

Dear Secretary Abraham:

On behalf of the Business Council I want to express our sincere appreciation for
your attendance and participation at our meeting in Washington, DC.

Your remarks struck a real chord with our members and provided us with
insightful observations about the new administration's priorities.

Thank you for fitting us into your busy schedule. Very best wishes for success to
you and your fellow colleagues.

Sincerely,

Endless possibilities.'™
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2001-005718
MONTREUX ENERGY

INTERNATIONAL ENERGY INVESTMENTI

11. ROUTE DE DRIZE, P.O. BOX 11II . TELEPHONL (l1122) s.17-.:.;7
1227 GENEVA. SWITZERLAND TELEFAX (4122) #27-z.342-
INTERNET: www.MOtTRrtUXENJER;Y.CO.M E-MAIL.r RIcL(Tx'W.\:I. 11

T Fa 202: 586 6210February 28, 2001
Tel: 202 586 6210

Geneva

The Hon. Spencer Abraham
Secretary of Energy
U S Department Of Energy DOE
Forrestal BuildingJE 141, 1000 Independance Ave.,SW
Washington DC 20585
USA

Dear Mr. Secretary,

We would be honored if you could accept to give the keynote address this year at the Montreux Energy
Roundtable to be held May 28-30, 2001 in Montreux, Switzerland about one hour from the Geneva
airport. We believe we can offer you an occasion to meet informally with an important number of world
energy leaders and an opportunity to share with them your vision of the new administrations' energy
polices and concerns.

The theme for this year's roundtable "Global Energy Investment: Soft Issues and Hard
Realities" is particularly challenging and timely. Please find enclosed our program and list of other
speakers already confirmed. I have also enclosed last year's program and a list of previous speakers
1990-1999 which will give you some idea of the scope and focus of our efforts.

The Montreux Roundtable is a private meeting limited to about 100 industry, government, and financial
leaders where participants can exchange frank views and develop or renew relationships. Traditionally,
participants are from all segments of the industry and with over 25 nationalities present, the scope is very
international. We urge speakers to remain with us during the entire roundtable and to take an active part in
all discussions.

If you are able to accept our invitation, we would be happy to explore with you the best timing for your
presentation. Your address could be in the opening or closing sessions or more traditionally at the Gala
dinner at the Chateau de Chillon on Tuesday evening May 29.

Many Montreux participants bring their wives and there will be a spouses program. Spouses are most
welcome at the opening reception and the formal dinner on Tuesday evening at the Chateau de Chillon
which is quite special. The roundtable begins Monday evening May 28 at 19:00 with an opening reception
and ends at 15:30 on Wednesday to allow participants to make evening flights from Geneva.

We know the heavy demands on your time, but hope that you might be able to join us in May. Allow me
to take this occasion to wish you every success with your new challenge.

Yours ey,

Richard McKean
President

cc: Edwin Feulner, Washington.

A



MONTREUX ENERGY ROUNDTABLE XII

"Global Energy Investment: Soft Issues and Hard Realities"

May 28-30, 2001 Montreux Palace Hotel, Montreux, Switzerland

Monday May 28,2001,19:00 Registration and Opening Reception

Tuesday May 29

8:45 Roundtable Briefing: Richard McKean, President, Montreux Energy

Session I SUPPLY, DEMAND & GLOBAL MARKET OUTLOOK

* The Call on OPEC oil: Can Members Deliver?
* The Environment and the Consumer
* Energy Prices and Economic Growth: How will Central Bankers React?
* Appropriate Regulation in Competitive Power Markets

Dr. Ali Rodriguez, Secretary General, OPEC, Vienna
Robert Priddle, Executive Director, International Energy Agency, Paris
DeAnne Julius, Advisor to the Governor, Bank of England, London
Gerald Doucet, Secretary General, World Energy Council, London

Session 2 TOWARDS SUSTAINABLE COMPETITIVE ADVANTAGE

* Can Technology Prolong Supply?
* Overcoming Political Realities Internally and Externally
* Outlookfor Upstream Growth and Investment
* Governments and the Utility Company of Tomorrow

Andrew Gould, Executive Vice President, Schlumberger, New York
Nick Zana, President, Chevron Petroleum Technology Company, San Ramon
Charles Mattenet, S.V.P. Strategy & Bus. Dev. E&P, TotalElfFina, Paris
Dr. Bruce Stram, Vice President, Enron Energy Services, Houston

Session 3 NEW TECHNOLOGIES: HOW SOON, HOW MUCH AND WHICH MARKETS?

* Micro-turbines and Fuel Cells
* Is Distributed Generation the Path to Reliability and Development?
* Clean Hydrocarbon Fuelsfor Advanced Vehicle Powertrains
* Gas to Liquids: A Serious Contributor to Greener Fuels Now?

Tony Prophet, President & CEO, Honeywell Power Systems, Albuquerque
Harol Koyama, Vice President Strategy, International Fuel Cells, South Windsor
James Katzer, Strategic Planning, ExxonMobil Research & Engineering, Annadale
Mark Agee, President & COO, Syntroleum Corporation, Tulsa

(>
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Session 4 NEw WORKING RELATIONSHIPS

* Does Size Matter? Is Industry Consolidation Over?
* The Growing Convergence of Gas and Electricity
* National Oil Companies and Private Industry Alliances: Can Both Win?
* How Government's Views of Energy Assets and Needs are Changing

David Martin, Chairman, Ivanhoe Energy, Santa Barbara
Pierre Offant, Senior Vice President, Gas & Power, TotalFinaElf, Paris
Adrian Lajous, President, Petrometrica, Mexico City
Dr. Majid Al-Moneef, Advisor to the Minister of Petroleum & Min. Resources,
Riyadh

19:30 Cocktails and Gala Dinner: Le Chateau de Chillon

Wednesday May 30

9:00
Session 5 E BUSINESS AND THE OIL, GAS & POWER INDUSTRIES:

* Knowledge Management: Keys to Cost Savings & Business Development
* Collaborative Supply Change Management via the Internet
* The Promise and Challenges of E-Trade and Procurement
* Using E Business to Reduce Transaction Costs & Increase Strategic Options

Ian Miller, President, EDS Energy Group, Dallas
Claire Farely, Chief Executive Officer, Trade-Ranger, Houston
Dr. Holger Kisker, Program Manager, SAP, Walldorf
Cordell W. Hull, Chairman & CEO, Infrastructureworld.com, San Francisco

Session 6 FlNANCING THE FUTURE

* Corporate Investors As Innovators
* Venture Capital Availability and Focus: A Bankers View
* Will Energy Companies Meet the Competition for Capital?
* Can Industry and Governments Meet the Investment Challenge?

Michael Miller, Vice President Principal Investments, Enron, Houston
Terry Cryan, Senior Managing Director, Bear Steams, New York
J Roderick Peacock, Co-Head Natural Resources & Power, JP Morgan, London
Matt Simmons, President, Simmons & Company International, Houston

14:00-15:30 Roundtable Conclusions

All speakers are confirmed as of the printing of this program
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2001-005905 3/5 A 11:35 aOs
DOYLE HARTMAN

Oil Operator
500 NORTH MAIN
P.O. BOX 10426

MIDLAND, TEXAS 79702

(915)684-4011
(915)682-7616 FAX

Via Hand Delivery and FedEx

February 28, 2001

Ron Barcroft, Commercial VP James Donnell, President and CEO
Duke Energy Field Services, L.L.C. Duke Energy, North America
3300 N. A St., Bldg. 7 (79705-5421) 5400 Westheimer Ct.
P.O. Box 50020 Houston, TX 77056-5310
Midland, TX 79710-0020

Re: Duke Energy Field Services, L.L.C's Improperly Threatened Pipeline
Disconnection, from the Doyle Hartman-operated State "BV" No. 1 Wel, South
Empire Morrow Gas Pool, Eddy County, New Mexico
[State of New Mexico Lease No. X0647-394 (Designated Beneficiaries:
57.93% University of New Mexico, 42.07% Common Schools)]

Gentlemen:

Reference is made to Duke Energy Field Services, L.L.C.'s (Duke's) certified letters, to us,
dated January 24, 2001 (received February 5, 2001) and February 22, 2001 (received
February 26, 2001), regarding Duke's threatened disconnection of the Doyle Hartman-
operated State "BV" No. 1 gas well, from Duke's Artesia, New Mexico gas gathering system
(copies enclosed).

Reference is also made to our letters, to Duke, of February 8, 12, 20 and 22, 2001, also
pertaining to Duke's threat, to deny essential market access, to our State "BV" No. 1 gas
well, by unilaterally disconnecting our State "BV" No. 1 well, from Duke's Artesia, New
Mexico gas gathering system.

In regard to Duke's February 22,2001 letter, Duke inaccurately, and with some exaggeration,
stated:

t^f



Duke Energy Field Services, L.L.C.
February 28, 2001
Page 2

"As you admitted in your letter, the State "BV" No. I wellbore contained
dangerous levels of oxygen at year-end 2000. It appears based on the statements
contained in your letter, that the high oxygen level was a result of your decision
to improperly clean out your well into our gathering system after utilizing a
high-volume air drilling and clean out a unit. By introducing elevated levels of
oxygen into our system from the State "BV" No. 1 well, you created a dangerous
situation. The oxygen levels caused elevated levels of hydrogen sulfide in the
gas stream at Artesia Plant due to the adverse affect on the plant's amine
recovery system, accelerated corrosion and created a dangerous plant situation
due to its flammability.

DEFS also faced having to shut-in all of the producers behind the Artesia
Gas Plant due to your improper actions. DEFS had been experiencing
operational problems at the Artesia Gas Plant and was notified by Transwestern
Pipeline Company that the plant would be shut-in unless the high oxygen content
contained in the residue gas being delivered to Transwestern was immediately
curtailed. In response to Transwestern's request, DEFS requested time to find
the source of the excessive oxygen. Because of the holidays, DEFS did not have
a technician immediately available but Transwestern volunteered their
technician, Terry Younggren, to help trace the elevated oxygen levels back to its
source. Using a manometer, Transwestern and DEFS were able to identify your
well as the problem. DEFS immediately shut in the well. As soon as the State
"BV" well was shut in, the oxygen levels at the Artesia Gas Plant and
operational problems experienced to date were immediately resolved (emphasis
added)."

Concerning Duke's February 22, 2001 letter, Doyle Hartman, Oil Operator finds Duke's
allegation, that we acted in an improper manner, by producing our State "BV" No. 1 well,
at year-end 2000, through Duke's existing State "BV" No. 1 meter run, instead of flaring the
well (in violation of New Mexico's no-flare regulations), to be lacking in both logic and
credibility. We also find it convenient, for Duke, that no mention was made, in Duke's
February 22, 2001 letter, of Transwestern Pipeline Company's 0.2% (2000 ppm) oxygen
limit, when it further alleged, in the same letter, that Doyle Hartman, Oil Operator almost
caused Duke's Artesia, New Mexico plant to be shut in " .. .due to the high oxygen content
contained in the residue gas being delivered to Transwestern...."



Duke Energy Field Services, L.L.C.
February 28, 2001
Page 3

In recognition of(l) Transwestem's 2000 ppm oxygen limit, and (2) the arge gas throughput
volumes, of gas processing plants, the only way that our single State "BV" No. I well could
have been responsible for Duke's Artesia plant residue stream temporarily exceeding
Transwestem Pipeline Company's 2000 ppm oxygen limit, would have been for the blended
multi-well plant inlt stream, to have already been significantly in excess of Duke's alleged
oxygen-content limit of 10 ppm (for its Artesia gathering system), prior to the addition of our
State "BV" No. I wellstream, to the inlet stream. If this was the case, obviously the
subsequent addition of our State "BV" No. 1 wellstream, to Duke's Artesia gathering system,
at year-end 2000, could not have been the sole and only cause of Duke's Artesia plant residue
stream exceeding Transwester's 2000 ppm oxygen limit.

In as much as (1) Transwestern's oxygen limit is 2000 ppm and (2) our State "BV" No. 1
total wellstream rate, at year-end 2000, was approximately 600 MCFPD, our single State
"BV" No. 1 well was not capable of adding sufficient incremental oxygen, to Duke's Artesia
plant system, to cause the plant residue stream to exceed Transwestern's 2000 ppm oxygen
limit, providing that all other wells behind the plant were operating at, or below, Duke's
alleged Artesia gathering system oxygen limit of 10 ppm.

Furthermore, from.an objective and careful review of our February 8, 2001 letter, and
contrary to the allegations contained in Duke's February 22, 2001 letter, it is apparent that
there were no statements or admissions, in our February 8, 2001 letter, that our State "BV"
No. I wellstream contained dangerously-high levels of oxygen, at year-end 2000. In this
regard, please be advised that the utilization of a foam/air drilling and cleanout unit,
during a well workover, does not automatically and directly translate to a producer knowingly
and intentionally producing dangerously-high levels of oxygen, into a pipeline.

In case Duke's employees have lost touch with the current state of today's natural gas
industry, we would like to point out that our nation now finds itself in a critical situation
concerning natural gas; i.e., while demand growth has continued, gas supplies and
deliverability have simultaneously and materially tightened. To solve this problem, on a
long-term basis, there will have to be significant gas reserve/deliverability additions, from
high-potential gas areas such as deep-water Gulf of Mexico and frontier Canada and Alaska.

However, in the short-term, there is still a strong need for continued focus on incremental
reserve replacements and additions, from historical gas producing areas, as a result of
improved recovery efficiencies, through the utilization of state-of-the-art techniques and
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equipment such as large foam-fracture-stimulation treatments and foam/air drilling and
cleanout units. The utilization of such techniques and equipment is necessary because of the
low reservoir pressures that now exist in mature gas producing provinces such as the Permian
Basin of West Texas and Southeast New Mexico, where many of Duke's plants and
gathering systems are located.

Also, as to the various operational problems, that Duke alleged, in its February 22, 2001
letter, were caused by our State "BV" No. 1 well being produced through Duke's existing
State "BV" No. 1 meter run, instead of being flared, it needs to be stressed that the
measurement of oxygen content, in a wellstream, is not a routinely performed measurement,
and, as a result, a number of industry laboratories do not perform oxygen analyses
(Laboratory Services, Inc.'s letter enclosed). Therefore, it appears that a precis
scientifically-performed oxygen number, corresponding to the State "BV" No. 1 well, was
not obtained (either by Duke or Hartman), at year-end 2000, with the only known year-end
2000 oxygen number being the 34,000 ppm reading that was purportedly measured, by
Transwestern, using a "manometer" (a device that measures pressure, not oxygen).

Nonetheless, based upon the 34,000 ppm oxygen reading, that was purportedly measured, at
year-end 2000, by Transwestern, Duke, in order to resolve its alleged operational problems,
promptly and temporarily removed our State "BV" No. 1 well, from its Artesia, New Mexico
gas gathering system, on January 1, 2001, and the well did noj produce into Duke's Artesia,
New Mexico gas gathering system, for a 16-day period, or until January 17, 2001, after Duke
subsequently measured a 900 ppm oxygen content, on January 16, 2001, for our State "BV"
No. 1 wellstream. Moreover, before our State "BV" No. 1 gas well was again allowed to
produce into Duke's Artesia, New Mexico gas gathering system, it was necessary for Duke
to unlock its State "BV" No. 1 meter-run block valve, which confirms that the State "BV"
No. 1 well was turned back into Duke's Artesia, New Mexico gas gathering system, on
January 17, 2001, with the full knowledge. and permission of Duke.

The true reality, of this matter, is that Doyle Hartman, Oil Operator has made every attempt
to cooperate, with Duke, concerning its alleged high-oxygen-content problem, once Duke
made known its problem. The State "BV" No. 1 well was turned back into Duke's Artesia,
New Mexico gas gathering system (on January 17, 2001) only after Duke granted its
permission and voluntarily unlocked its State "BV" No. 1 meter-un. The well then produced
into Duke's Artesia, New Mexico gas gathering system, from January 17, 2001 until
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January 24, 2001 (or an additional seven days), before Duke, on January 24, 2001,
subsequently issued its certified well disconnection notice, wherein Duke stated:

"...We have recently experienced problems meeting our residue gas quality
specifications out of our Artesia Plant due to oxygen content and have traced the
high oxygen content in our gathering system to your lease. Due to increased
oxygen content in the gas received by DEFS at this meter, DEFS can no longer
accept deliveries of gas from this delivery point. Please accept this as our
notification that, effective March 1, 2001, DEFS will disconnect the subject
meter station and discontinue receipt of gas from this delivery point (emphasis
added)."

Upon our receipt (on February 5, 2001) of Duke's January 24, 2001 disconnection notice,
and in consideration of the allegations made therein, we immediately engaged Mobile
Analytical Laboratories, of Odessa, Texas, to perform an independent and scientifically-
measured oxygen analysis corresponding to our State "BV" No. 1 wellstream. On February
6, 2001, Mobile Analytical Laboratories obtained a gas sample, from our State "BV" No. 1
well, and reported back a measured oxygen content of 10 ppm. On February 20, 2001, to
confirm the accuracy of Mobile Analytical Laboratories' February 6, 2001 oxygen content
measurement, a follow-up oxygen content measurement was performed, corresponding to our
State "BV" No. I wellstream, with the result being a measured oxygen level of 3 ppm. Both
of Mobile Analytical Laboratories' oxygen measurements are in close agreement (copies
enclosed) and reveal oxygen values that are substantially lower than Duke's earlier-alleged
State "BV" No. 1 oxygen values of 34,000 ppm and 900 ppm.

Therefore, in recognition of the large differences in the two oxygen values reported by Duke,
for our State "BV" No. 1 well (34,000 ppm vs 900 ppm), it is obvious that Duke should have
taken prudent action to obtain a scientifically-performed follow-up analysis, corresponding
to our State "BV" No. 1 well, prior to issuing its January 24, 2001 well disconnection notice.
If Duke had obtained a follow-up oxygen analysis, and as documented by the herein-nclosed
State "BV" No. I six-month gas production/oxygen content plot, the follow-up analysis
would have confirmed the existence of a materially-lower oxygen reading, for our State
"BV" No. 1 well, than Duke's prior-reported oxygen readings of 34,000 ppm and 900 ppm.

Notwithstanding Duke's failure to prudently obtain a scientifically-performed follow-up
oxygen analysis, in its January 24, 2001 well disconnection notice, Duke clearly implied the
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continued existence, of an ongoing high-oxygen-content problem, "...out of [its] Artesia
plant.. .due to increased oxygen content in the gas received..." at the State "BV" No. 1 meter.
If Duke, on January 24, 2001, had exercised reasonable caution, and prudently obtained a
scientifically-performed follow-up analysis, prior to issuing its January 24, 2001 State "BV"
No. 1 well disconnection notice, it would have realized that the State "BV" No. 1 wellstream
oxygen content, on January 24, 2001, was materially-lower than its prior reported oxygen
readings of 34,000 ppm and 900 ppm, which would have (1) established that the State "BV"
No. 1 well could not be the cause of Duke's alleged and still ongoing high-oxygen-content
problem, "...out of [its] Artesia plant..." and (2) precluded Duke from issuing its improper
January 24, 2001 well disconnection notice, corresponding to our State "BV" No. I well.

Consequently, since (1) our State "BV" No. 1 wellstream oxygen content is now down to
3 ppm, and (2) Duke proposes to continue purchasing our State "BV" No. 1 gas, under the
terms of that certain August 25, 1986 contract corresponding to the 320-acre State "BV"
No. 1 proration unit, we hereby decline to execute Duke's proposed February 22, 2001
contract amendment, in as much as Duke's overall Artesia, New Mexico plant inlet stream
(less our State "BV" No. 1 wellstream) appears to significantly exceed the 10 ppm oxygen
limit that Duke has proposed for our State "BV" No. 1 well, and the August 25, 1986 State
"BV" No. 1 gas contract already contains all necessary language and terms (including a
specified oxygen limit), to allow for the continued production and sale of gas, from our State
"BV" No. 1 well, during the post ten-year term period.

Moreover, recognizing that Duke is the common gatherer of gas throughout the low-pressure
South Empire Morrow gas pool, please be advised that Duke, under New Mexico's
Common Purchaser Statute (Section 70-2-19, NMSA 1978), does not possess the right to
deny our State "BV" No. I well essential market access, by unilaterally disconnecting our
State "BV" No. 1 well, and this letter is to advise Duke that it must not take such
unilateral action.

Very truly yours,

DOYLE HARTMI Oil Operator

Doyle Hartman

rcs
wp7\contsp.dhldukl-stat-e-bv.hi-oxygn.sv2
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cc: Terry Younggren, Technician
Transwester Pipeline Co.
Enron Gas Pipeline Operations
2605 W. Main St.
Artesia, NM 88210-9560

Arnie Bailey, Regional Advisor
Transwestern Pipeline Co.
Enron Transportation & Storage
6381 N. Main St.
Roswell, NM 88201-9485

Transwestern Pipeline Company
Enron Transportation & Storage
1400 Smith Street (77002)
P.O. Box 1188
Houston, TX 77251-1188
Attn: William R. Cordes, President

Roderick J. Hayslett, Vice President and Treasurer
Angus Davis, Secretary

Mary Kay Miller, Vice President Rates & Certificates
Transwestern Pipeline Company
1111 S. 103rd Street (68124-1000)
P.O. Box 3330
Omaha, NE 68103-0330
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Board Member of Duke Energy Corporation
Russell M. Robinson II, Attorney
Chairman-Elect and Trustee of The Duke Endowment
Robinson, Bradshaw and Henson
101 N. Tryon Street, Suite 1900
Charlotte, NC 28246

Board Member of Duke Energy Corporation
Russell M. Robinson 11, Attorney
Trustee of Doris Duke Trust
Robinson, Bradshaw and Henson
101 N. Tryon Street, Suite 1900
Charlotte, NC 28246

Board Member of Duke Energy Corporation
Dennis Hendrix
Retired Chairman and CEO of PanEnergy Corporation
Former Director of Texas Eastern Transmission Corporation
c/o Duke Energy Corporation
5400 Westheimer Ct.
Houston, TX 77056

Board Member of Duke Energy Corporation
Dr. Max Lennon, President
Mars Hill College
124 Cascade Street
Mars Hill, NC 28754

Board Member of Duke Energy Corporation
G. Alex Bernhardt, Sr., Chairman and CEO
Bernhardt Furniture Co.
1839 Morganton Blvd., SW
Lenoir, NC 28645
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Board Member of Duke Energy Corporation
William T. Esrey, Chairman and CEO
Sprint Corporation
2330 Shawnee Mission Parkway
Westwood, KS 66205

Board Member of Duke Energy Corporation
Harold S. Hook, Retired Chairman and CEO
American General Corporation
2727 Allen Parkway, Suite 1601
Houston, TX 77019

Board Member of Duke Energy Corporation
Robert J. Brown, Chairman, President and CEO
B & C Associates, Inc.
808 Greensboro Road
High Point, NC 27260

Board Member of Duke Energy Corporation
George D. Johnson, Jr., CEO
Extended Stay America, Inc.
450 East Las Olas Boulevard, Suite 1100
Fort Lauderdale, FL 33301

Board Member of Duke Energy Corporation
James G. Martin, Vice President of Research
Carolinas Healthcare System
1323 Durwood
Charlotte, NC 28203

Board Member of Duke Energy Corporation
Leo E. Linbeck, Jr., Chairman and CEO
Linbeck Corporation
3810 W. Alabama Street
Houston, TX 77027
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Major Stockholder of Duke Energy Corporation (26.570.000 Shares)
Russell M. Robinson, II
Chairman-Elect and Trustee of The Duke Endowment
Trustee of Doris Duke Trust
The Duke Endowment
100 N. Tryon Street, Suite 3500
Charlotte, N.C. 28202-4012

Mary D.B.T. Semans
Chairman Emeritus of The Duke Endowment
100 N. Tryon Street, Suite 3500
Charlotte, N.C. 28202-4012

Major Stockholder of Duke Energy Corporation
Elizabeth H. Locke, Ph.D., President
The Duke Endowment
100 N. Tryon Street, Suite 3500
Charlotte, N.C. 28202-4012

Major Stockholder of Duke Energy Corporation
Karen H. Rogers, Controller
The Duke Endowment
100 N. Tryon Street, Suite 3500
Charlotte, N.C. 28202-4012

Major Stockholder of Duke Enery Corporation
Janice C. Walker, CFO and Treasurer
The Duke Endowment
100 N. Tryon Street, Suite 3500
Charlotte, NC 28202-4012

Principal Beneficiary of The Duke Endowment
Dr. Nannerl Keohane, President
Duke University
Office of the President
207 Allen Building
Durham, NC 27708
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Beneficiary of The Duke Endowment
Bobby Vagt, President
Davidson College
Office of the President
209 Ridge Road
Davidson, NC 28036

Beneficiary of The Duke Endowment
Dr. David E. Shi, President
Furman University
Office of The President
3300 Poinsett Highway
Greenville, SC 29613

Beneficiary of The Duke Endowment
Dr. Dorothy Yancy, President
Johnson C. Smith University
Office of The President
100 Beatties Ford Road
Charlotte, NC 28216

Major Stockholder of Duke Energy Corporation (2.670,000 Shares)
DeWitt Bowman, Interim Treasurer
Regents of the University of California
1111 Broadway, Suite 1400
Oakland, CA 94607

Major Stockholder of Duke Energy Corporation (58.400.000 Shares)
Frederick P. Baughman, Sr. Vice President
State Street Corporation
225 Franklin Street
Boston, MA 02110

Major Stockholder of Duke Energy Corporation (21.529.000 Shares)
Vivien Lin, Manager of US Compliance
Barclays Bank PLC
45 Freemont Street
San Francisco, CA 94105
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Major Stockholder of Duke Energy Corporation (20.554.000 Shares)
Heidi J. Walter, Vice President and Assistant General Counsel
Janus Capital Corporation
100 Fillmore Street, Suite 300
Denver, CO 80206

Major Stockholder of Duke Energy Corporation (11.283.000 Shares)
Joseph B. Wollard, Corporate Compliance
Citigroup Incorporated
153 East 53rd Street
New York, NY 10043

Major Stockholder of Duke Energy Corporation (10.699.000 Shares)
Brian P. Hillery, Assistant Vice President
Wellington Management Company, LLP
75 State Street
Boston, MA 02109

Major Stockholder of Duke Energy Corporation (10.616.000 Shares)
Raymond J. Klapinsky, Managing Director
Vanguard Group, Inc.
100 Vanguard Boulevard
P.O. Box 2600
Valley Forge, PA 19482

Major Stockholder of Duke Energy Corporation (10.525.000 Shares)
Nancy Fisher, Manager, Director of Public Relations
Putnam Investment Management, Inc.
One Post Office Square
Boston, MA 02109

Major Stockholder of Duke Energy Corporation (9.840.000 Shares)
Jacqlyn D. Stein, Vice President
Mellon Bank Corporation
One Mellon Bank Center Room 0980
Pittsburgh, PA 15258
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Major Stockholder of Duke Energy Corporation (9.355.000 Shares)
John Knight, Vice President
American Express Financial Corporation
430 AXP Financial Center
Minneapolis, MN 55474

Major Stockholder of Duke Energy Corporation (9.184.000 Shares)
Dennine Bullard, Vice President
Morgan Stanley Dean Witter and Company
1585 Broadway
New York, NY 10036

Major Stockholder of Duke Energy Corporation (9.026.000 Shares)
Paul A. Hilstad, Partner and General Counsel
Lord, Abbett & Company
90 Hudson Street
Jersey City, NJ 07302

Major Stockholder of Duke Energy Corporation (8.510.000 Shares)
William J. Hess, Associate General Counsel
State Farm Mutual Automobile Insurance Company
One State Farm Plaza
Bloomington, IL 61710

Major Stockholder of Duke Energy Corporation (8.200.000 Shares)
Susan L. Morgan, Operations

'Friess Associates, Inc.
115 E. Snow King Avenue
Jackson, WY 83001

Major Stockholder of Duke Energy Corporation (7.891,000 Shares)
Damian Reitemeyer, Vice President
Taunus Corporation
31st West 52nd Street
New York, NY 10019
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Major Stockholder of Duke Energy Corporation (7.800.000 Shares)
Paul G. Haaga, Executive Vice President
Capital Research and Management Company
333 South Hope Street
Los Angeles, CA 90071-1447

Robert Berdahl
University of California at Berkeley
200 California Hall
Berkeley, CA 94702

Richard B. Priory, Chairman of the Board, President and CEO
Duke Energy Corporation
526 S. Church St. (28202)
P.O. Box 1006
Charlotte, NC 28201-1006

Robert P. Brace, Chief Financial Office and Executive VP
Duke Energy Corporation
526 S. Church St. (28202)
P.O. Box 1006
Charlotte, NC 28201-1006

Richard W. Blackburn, Executive VP, General Counsel & Secretary
Duke Energy Corporation
526 S. Church St. (28202)
P.O. Box 1006
Charlotte, NC 28201-1006

Richard J. Osborne, Executive Vice President and Chief Risk Officer
Duke Energy Corporation
526 S. Church St. (28202)
P.O. Box 1006
Charlotte, NC 28201-1006
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Jacquelyn Gates, Vice President Diversity and Ethics
Duke Energy Corporation
526 S. Church St. (28202)
P.O. Box 1006
Charlotte, NC 28201-1006

William A. Coley
Group President of Duke Power
Duke Energy Corporation
526 S. Church St. (28202)
P.O. Box 1006
Charlotte, NC 28201-1006

Fred J. Fowler
Group President of Energy Trans.
Duke Energy Corporation
5400 Westheimer Ct. (77056-5310)
P.O. Box 1642
Houston, TX 77251-1642

Harvey J. Padewer
Group President of Energy Svcs.
Duke Energy Corporation
5400 Westheimer Ct. (77056-5310)
P.O. Box 1642
Houston, TX 77251-1642

Duke Energy Field Services, L.L.C.
370 13th St., Suite 900
Denver, CO 80202-5493
Attn: J.W. (Jim) Mogg, Chairman and President

Ronald J. Barcroft, Comm. VP
Edward M. Marsh, Secretary
David L. Hauser, Treasurer
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Duke Energy Field Services, L.L.C.
5400 Westheimer Ct.
Houston, TX 77056
Attn: Fred W. Fowler, Director

J.W. (Jim) Mogg, Director
Richard J. Osborne, Director

Tom Williams, Spokesperson
Duke Energy North America
1290 Embarcadero Road
P.O. Box 1737
Morro Bay, CA 93443-1737

Lewis C. (Chip) Short, Agent
Duke Energy Field Services, L.L.C.
3300 N. A St., Bldg. 7 (79705-5421)
P.O. Box 50020
Midland, TX 79710-0020

Ken Lilley, Manager Gas Supply
Duke Energy Field Services, L.L.C.
3300 N. A St., Bldg. 7 (79705-5421)
P.O. Box 50020
Midland, TX 79710-0020

Mike Fitzgibbons, Commercial Dir.
Duke Energy Field Services, L.L.C.
3300 N. A St., Bldg. 7 (79705-5421)
P.O. Box 50020
Midland, TX 79710-0020

Larry Nash, Right-of-Way Manager
Duke Energy Field Services, L.L.C.
3300 N. A St., Bldg. 7 (79705-5421)
P.O. Box 50020
Midland, TX 79710-0020
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Ray B. Powell, Commissioner
New Mexico State Land Office
310 Old Santa Fe Trail
P.O. Box 1148
Santa Fe, NM 87504-1148

Jamie Bailey, Director, OG&M Div.
New Mexico State Land Office
310 Old Santa Fe Trail
P.O. Box 1148
Santa Fe, NM 87504-1148

Kurt McFall, Director
Royalty Management Division
New Mexico State Land Office
310 Old Santa Fe Trail
P.O. Box 1148
Santa Fe, NM 87504-1148

Larry Kehoe, Acting Director
Royalty Management Division
New Mexico State Land Office
310 Old Santa Fe Trail
P.O. Box 1148
Santa Fe, NM 87504-1148

Bob Jenks, Asst. Commissioner
Surface Resources Division
New Mexico State Land Office
310 Old Santa Fe Trail
P.O. Box 1148
Santa Fe, NM 87504-1148



Duke Energy Field Services, L.L.C.

February 28, 2001
Page 18

Dennis Garcia, Director
Surface/Grazing/Right-of-Way
New Mexico State Land Office
310 Old Santa Fe Trail
P.O. Box 1148
Santa Fe, NM 87504-1148

Mike Miller, Division Chief

Minerals Management Service
Bldg. 85, Room 212A
Denver Federal Center
Denver, CO 80225

Debbie Gibbs Tschudy, Manager

Minerals Rev. Mgmt. Division
Mineral Revenue Service
12600 W. Colfax Ave., Ste C-100
Lakewood, CO 80215

Katy Galassini, Chief, Lease Maintenance Unit (Oil and Gas Section)

Bureau of Land Management
1474 Rodeo Road (87505)
P.O. Box 27115
Santa Fe, NM 87502-7115

William C. Gordon
University of New Mexico
Office of The President
Scholes Hall, Room 160
Albuquerque, NM 87131

Eric Anaya
Board of Regents
c/o The President's Office

University of New Mexico
Scholes Hall, Room 160
Albuquerque, NM 87131-0001
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David A. Archuleta, Esquire
Board of Regents
University of New Mexico
University Tower
1650 University Blvd. NE Suite 200
Albuquerque, NM 87102

Sandra K. Begay-Campbell
Board of Regents
University of New Mexico
1604 Adelita Dr. NE
Albuquerque, NM 87112

Jack L. Fortner, Esquire
Board of Regents
University of New Mexico
4000 E. 30th St. (87402)
P.O. Box 1960
Farmington, NM 87499

Judith C. Herrera, Esquire
Board of Regents
University of New Mexico
2200 Brothers Road (87505)
P.O. Box 5098
Santa Fe, NM 87502-5098

Col. USAF (Ret.) Richard Toliver
Board of Regents
University of New Mexico
12525 Royal Winslow Place, NE
Albuquerque, NM 87111
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Larry D. Willard
Board of Regents, UNM
Regional President/CEO
Wells Fargo Bank, New Mexico, NA
200 Lomas Blvd. NW, 12th Floor
P.O. Box 1081
Albuquerque, NM 87103

Julie Weaks, Interim Vice-President for Business and Finance
University of New Mexico
Scholes Hall, Room 109
Albuquerque, NM 87131-0001

Curtis Porter, Budget Director
University of New Mexico
Scholes Hall, Room 122
Albuquerque, NM 87131

Michael Davis, Superintendent
NM Department of Education
Education Building
300 Don Gaspar
Santa Fe, NM 87501-2786

Senator Jeff Bingaman (NM)
703 Hart Senate Office Bldg.
Washington, DC 20510

Senator Pete Domenici (NM)
328 Hart Senate Office Bldg.
Washington, DC 20510

Representative Tom Udall
NM 3rd District
502 Cannon House Office Bldg.
Washington, DC 20515
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Representative Joe Skeen
NM 2nd District
2302 Rayburn HOB
Washington, DC 20515

The Honorable Gary Johnson
Office of the Governor
State Capitol Building
Santa Fe, NM 87503

Rep. Max Coll
Chairman of the House Appropriation Comm
New Mexico Legislature
State Capitol Building, Room 304
Santa Fe, NM 87503

Rep. Max Coll
Chairman of the House Appropriation Comm.
New Mexico Legislature
1018 Don Diego
Santa Fe, NM 87501

Rep. James Roger Madalena
Chairman of the Energy and Natural Resources Committee
373 Buffalo Hill Road
Box 255
Jemez Pueblo, NM 87024

Rep. Miguel P. Garcia
Vice-Chairman of the Energy and Natural Resources Committee
State Capitol, Room 203A (Annex)
Santa Fe, NM 87501

The Honorable Dick Cheney
Vice President of United States
White House Energy Task Force
The White House
Washington, DC 20501
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The Honorable Spencer Abraham
Secretary of Energy
White House Energy Task Force
1000 Independence Ave., SW
Washington, DC 20585

The Honorable Don Evans
Secretary of Commerce
White House Energy Task Force
14th St. and Constitution Ave.
Washington, DC 20230

The Honorable Paul O'Neill
Secretary of the Treasury
White House Energy Task Force
1500 Pennsylvania Ave., NW, Suite 3330
Washington, DC 20220

The Honorable Bill Richardson
Former Secretary of Energy
James Forrestal Building
1000 Independence Ave. SW
Washington, DC 20585

Senator Barbara Boxer (CA)
112 Hart Senate Office Bldg.
Washington, DC 20510

Senator Dianne Feinstein (CA)
331 Hart Senate Office Bldg.
Washington, DC 20510

Representative Anna Eshoo
CA 14th District
205 Cannon HOB
Washington, DC 20512
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Representative Duncan Hunter
CA 52nd District
2265 Rayburn HOB
Washington, DC 20515

Representative Bob Filner
CA 50th District
2463 Raybum HOB
Washington, DC 20515

The Honorable Gray Davis
Office of the Governor
State Capitol Bldg.
Sacramento, CA 95814

Senator John Burton
President Pro Tem
State Capitol Bldg, Room 205
Sacramento, CA 95814

Laura S. Unger, Acting Chairman
U.S. Securities and Exchange Commission
450 Fifth Street, NW
Washington, DC 20549

Curt Hebert, Jr., Chairman
Federal Energy Regulatory Commission
888 First St. NE
Washington, DC 20426

James J. Hoecker
Former Chairman
Federal Energy Regulatory Commission
888 First St. NE
Washington, DC 20426
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Loretta Lynch, President
California Public Utilities Comm.
505 Van Ness Ave.
San Francisco, CA 94102

William J. Keese, Chairman
California Energy Commission
1516 Ninth St., MS-29
Sacramento, CA 95814

Robert D. Glynn, Jr., Chairman, CEO and President
Pacific Gas & Electric Corporation
1 Market, Spear Tower, Ste 2400
San Francisco, CA 94105

Edwin Guiles, President and CEO
Southern California Gas Company
Mail Location CP33A
555 West 5th St.
Los Angeles, CA 90013-1010

John E. Bryson, Chairman, President and CEO
Edison International
2244 Walnut Grove Ave.
P.O. Box 999
Rosemead, CA 91770

Dr. Daniel Yergin, CEO
Cambridge Energy Research, Inc.
Charles Square
20 University Rd.
Cambridge, MA 02138

Dr. Joseph Stanislaw, President
Cambridge Energy Research, Inc.
Charles Square
20 University Rd.
Cambridge, MA 02138
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Edward M. Kelly, Director of Research, North American Gas
Cambridge Energy Research Associates
3622 Wildwood Ridge
Kingwood, TX 77339

Barry Russell, President
IPAA
1101 16th St. NW
Washington, DC 20036

George M. Yates
former IPAA Chairman
Harvey E. Yates, Co.
Sunwest Center
5th and Main (88201)
P.O. Box 1933
Roswell, NM 88202-1933

Bob Gallagher, President
New Mexico Oil & Gas Association
P.O. Box 1864
Santa Fe, NM 87504-1864

Craig F. Strehl, President
Sid Richardson Company
201 Main St., Suite 3000
Ft. Worth, TX 76102-3105

Ted Reed, Staff Writer
Charlotte Observer
600 S. Tryon St.
Charlotte, NC 28202-1800

Jennie Buckner, Main Editor
Charlotte Observer
600 S. Tryon Street
Charlotte, NC 28202-1842



Duke Energy Field Services, L.L.C.
February 28, 2001
Page 26

CNBC
Attn: Maria Bartiromo
Street Signs
2200 Fletcher Ave.
Fort Lee, NJ 07024

CNBC
Attn: Ron Insana
Street Signs
2200 Fletcher Ave.
Fort Lee, NJ 07024

Kent Walz, Chief Editor
The Albuquerque Journal
7777 Jefferson Street, N.E.
Albuquerque, NM 87109

Billie Blair, Associate Editor
The New Mexican
222 East Marcy Street
Santa Fe, NM 87501

John Carol, Main Editor
The Los Angeles Times
202 W. 1st St.
Los Angeles, 90012

Philip Bronstein, Sr. Vice President & Executive Editor
San Francisco Examiner
901 Mission St.
San Francisco, CA 94103

John Paul Pitts, Oil Editor
Midland Reporter- Telegram
201 E. Illinois Avenue
Midland, TX 79701
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John W. Sweeney, President and Publisher
Houston Chronicle
801 Texas Ave.
Houston, TX 77002

Stephen Reid, President
Mobile Analytical Laboratories
P.O. Box 69210
Odessa, TX 79769-0210

Rolland Perry
Laboratory Services, Inc.
4016 Fiesta Drive
Hobbs, NM 88240

Ron Willett, Engineer
Halliburton Energy Services
4000 N. Big Spring, Suite 200
Midland, TX 79705

ABC Rental Tool Co., Inc.
2100 Ave. O
Eunice, NM 88231
Attn: Don L. Whitaker, CEO

Mark Whitaker, President
Wayne Pennington, Supervisor

Dr. Craig Van Kirk, Chairman
Petroleum Engineering Dept.
Colorado School of Mines
1500 Illinois St.
Golden, CO 80401-1887

Dr. Andrew Safir
Recon Research Corporation
6380 Wilshire Blvd., Suite 1604
Los Angeles, CA 90048
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George L. Donkin, Vice President
J.W. Wilson & Associates
Rosslyn Plaza C, Suite 1104
1601 N. Kent St.
Arlington, VA 22209

Robert F. Turner
Atwood, Malone, Turner & Sabin
1100 United New Mexico Bank Plaza
400 N. Pennsylvania
P.O. Drawer 700
Roswell, NM 88201

James A. Davidson
214 W. Texas, Suite 710
Midland, TX 79701

Dale Lockett
1261 Old Hickory Road
Tyler, TX 75703

J.E. Gallegos
Gallegos Law Firm
460 St. Michaels Dr., Bldg. 300
Santa Fe, NM 87505

Jim Maddox
Maddox and Holloman
220 W. Broadway, Suite 200
Hobbs, NM 88240

DOYLE HARTMAN. Oil Operator (Dallas)

DOYLE HARTMAN. Oil Operator (Jal Field Office)
Harold Swain, Supervisor
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DOYLE HARTMAN. Oil Operator (Midland)
Linda Land, Controller
Don Mashburn, Engineer
Steve Hartman, Engineer



DUKE ENERGY FIELD SERVICES, L.L.C.
CERTIFIED WELL DISCONNECTION NOTICE

OF
JANUARY 24, 2001

AND

SUBSEQUENT CERTIFIED LETTER
OF

FEBRUARY 22, 2001

_ _ a.



Duke Energy Duke Energy Fl e ld Se.ices, LLC
_uke Energy.*» 33W Nonh -A- Sut. Building 7
RField Services Miknd. Texas 79705-5421

P.O. Box 50021
Midbnd. Tcals 7W?710-1)

January 24, 2001

VIA CERTIFIED MAIL; RETURN RECEIPT

Doyle Hartman
Oil Operator
3811 Turtle Creek Blvd., Suite 200
Dallas, Texas 75219

RE: State "BV" No. 1
S/2 Section 25 T-17S-R-28E
Eddy County, New Mexico
Gas Purchase Contract: LEE 0644-00* (dated August 25, 1986)
DEFS Meter No. 0681-076019-00

Gentlemen:

Duke Energy Field Services, LP ("DEFS") has been purchasing gas from the subject
lease on a month to month basis, subsequent to your June 11, 1997 notice of
termination of the subject contract. We have recently experienced problems meeting our
residue gas quality specifications out of our Artesia Plant due to oxygen content, and
have traced the high oxygen content in our gathering system to your lease. Due to
increased oxygen content in the gas received by DEFS at this meter, DEFS can no
longer accept deliveries of gas from this delivery point. Please accept this as our
notification that, effective March 1, 2001, DEFS will disconnect the subject meter
station and discontinue receipt of gas from this delivery point.

Yours truly,

Lewis C. Short, Agent
(915) 620-4056

LCS:ydg
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^Duke Energy Duke Energy Field Services. L.LC.
'Field Services 3300 Noh S Building 7

Midland. Texas 79705-5421
P.O. Box 50020
Midland, Texas 79710-0020

February 22, 2001

Mr. Doyle Hartman
Oil Operator
500 North Main
P.O. Box 10426
Midland, Texas 79702

Re: Doyle Hartman -Operated State "BV" No. 1 Well

Dear Mr. Hartman:

We are in receipt of your February 8, 2001 letter. Your letter does not accurately reflect
all of the facts or circumstances leading to Duke Energy Field Services' ("DEFS") decision to
disconnect the State "BV" No. I well from our system.

As you admitted in your letter, the State "BV" No. 1 wellbore contained dangerous levels
of oxygen at year-end 2000. It appears based on the statements contained in your letter, that the
high oxygen level was a result of your decision to improperly clean out your well into our
gathering system after utilizing a high-volume air drilling and clean out unit. By introducing
elevated levels of oxygen into our system from the State "BV" No. 1 well, you created a
dangerous situation. The oxygen levels caused elevated levels of hydrogen sulfide in the gas
stream at Artesia Plant due to the adverse affect on the plant's amine recovery system,
accelerated corrosion and created a dangerous plant situation due to its flammability.

DEFS also faced having to shut-in all of the producers behind the Artesia Gas Plant due
to your improper actions. DEFS had been experiencing operational problems at the Artesia Gas
Plant and was notified by Transwestem Pipeline Company that the plant would be shut-in unless
the high oxygen content contained in the residue gas being delivered to Transwestem was
immediately curtailed. In response to Transwester's request, DEFS requested time to find the
source of the excessive oxygen. Because of the holidays, DEFS did not have a technician
immediately available but Transwestern volunteered their technician, Terry Younggren, to help
trace the elevated oxygen levels back to its source. Using a manometer, Transwestern and DEFS
were able to identify your well as the problem. DEFS immediately shut in the well. As soon as
the State "BV" well was shut in, the oxygen levels at the Artesia Gas Plant and operational
problems experienced to date were immediately resolved.

After DEFS shut in the well, we were in weekly contact with your field people about
bringing the State "BV" No. 1 well back on line. On January 16, 2001, even though the well still
contained oxygen levels of 900 ppm, which is well in excess of DEFS' current oxygen limit of
10 ppm, DEFS, in an effort to accommodate Doyle Hartman, again began accepting deliveries
of gas from the State "BV" No. 1 well. Almost immediately, the Artesia Plant began to
experience problems and after two days the decision was made to reroute the gas to DEFS'

I rf DOYLE HAR2TMANF

0L PERATOR J

FEB 2 6 2001
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FERC GAS TARIFF
Transwestern Pipeline Company
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TRASJUSBSTBM PIPKLI COMPANY Sixth Revised Sheet Mo. 52
FPC Oas Tariff Superseding
Second Revised Volume mo. 1 Fifth Revised Sheet no. 52

GMSRAL TERNS AND CODITIONS
(continued)

2. QUAWJT

2.1 The gas stream delivered into Transporter's pipeline system
(excluding the La Plata Facilities) by Shipper or Shipper's
designee at receipt points shall conform to each of the
following quality specifications:

A. shall be commercially free from objectionable odors, solid
matter, dust, gums, and gum forming constituents, or any
other substance which interferes with the intended purpose
or Merchantability of the gas, or causes interference with
the proper and safe operation of the lines, meters,
regulators, or other appliances through which it may flow;

B. shall contain not more than seven (7) poundss/Mcf of water
at the temperature and pressure at which the gas is
delivered into Transporter's pipeline system:

C. shall contain no hydrocarbons in liquid form at the
temperature and pressure at which the gas is delivered into
Transporter'a pipeline system;

D. shall contain not more than 0.2% by volume of oxygen; (0.2% = 2000 ppm)
B. shall contain not more than 2.0% by volume of carbon

dioxide;

P. shall contain not more than a combined total of 3.0% by
volume of carbon dioxide plus nitrogen;

G. shall contain not more than one quarter (1/4) grain of
hydrogen sulfide per one hundred (100) cubic feet of gas;

H. shall contain not more than 0.3 grains of mercaptan sulfur
per one hundred (100) cubic feet of gas;

I. shall contain not more than 0.75 grains of total sulfur per
one hundred (100) cubic feet of gas;

J. shall not contain any toxic or hazardous substance in
concentrations which, in the normal use of the gas, may be
hazardous to health, injurious to pipeline facilities, or
be a limit to Merchantability or be contrary to applicable
government standards;

K. shall have a minimum total beating value of not less than
nine-hundred-seventy (970) Btu's per cubic foot; and

L. shall have a temperature of not less than forty (40)
degrees Fahrenheit, and not more than one hundred twenty
(120) degrees Fahrenheit.

(0.2%) (1/100%) (1,000,000) = 2000 ppm

Issued by: Mary Kay Miller. V. P. Rates and Certificates
Issued on: July 31, 1997 Effective: September 1, 1996
Filed to comply with order of the Federal Energy Regulatory Commission,
.Docket No. CP96-10-002, issued July 1, 1997, 80 FBRC 61,008



FEBRUARY 28, 2001 LETTER
FROM

LABORATORY SERVICES, INC.
HOBBS, NEW MEXICO



._._ ,.,,, „ ., . A i-- toIor" ait.. or ' Se r-ulc- . P .02

Laboratory Services, Inc.
4016 Fiesta Drive

Hobbs. New Mexico 88240

t S . Telephone: (505) 397-3713

Doyle Hartman
500 N. Main
Midland, Texas 79701

February 28, 2001

Mr. Hartman:

Laboratory Services is not equipped to analyze Natural Gas for Oxygen content. We
do not run this analysis.

Thank you,

Rolland Pe2r/

FOYLE HAR in

FEB 2 8 2001



MOBILE ANALYTICAL LABORATORIES
WELLSTREAM OXYGEN CONTENT MEASUREMENTS

STATE "BV" NO. 1 WELL

Sample Oxygen Content
Date (ppm)

2/6/01 10

2/20/01 3



LABORATORIES IN ODESSA. GIDOINGS & STACY DAM

February 7, 2001 WEST UNVNERSITAND WESTOVER STREET
P.O. BOX 69210

ODESSA. TEXAS 79769-0210
PHONE (915) 337-4744

Mr. Doyle Hartman~~~Hartmn~an Oil ~FAX (91S) 337-87S1Hartman Oil
500 North Main Street
Midland, Texas 79701

Sample ID: Trip No. 140
State Bv #1 System 0681
Meter Run 76019-00
Sampled 02/06/01

Oxygen

ppm

10

Method - Oxygen by Teledyne

We appreciate the opportunity to work with you on these tests. If
you have any questions or require any further information, please
feel free to contact me at any time.

Sincerely,

Stephen Reid
SR/jl

BOYIE H ORTON'.
DEC VEE 11

FEB 0 7 2001

E'd WOaJ wveas I Iz-Lo-z



LABORATORIES IN ODESSA. GIDDINGS & STACY DAM

WEST UNMIVERSIY AND WESTOVER STREET
P.O. BOX 69210

ODESSA. TEXAS 79769-0ZI0

PHONE 91S) 337-4744

FAX (915) 337-87S1

FEBRUARY 21. 2001

MR. DOYLE HARTMAN
HARTMAN OIL
500 NORTH MAIN STREET
MIDLAND, TEXAS 79701

SAMPLE ID: TRIP NO. 162
STATE B V #1
SAMPLED 02/20/01

OXYGEN: 3 ppm

TEST METHOD: GC/PHEID

WE APPRECIATE THE OPPORTUNITY TO WORK WITH YOU ON THESE TESTS. IF YOU HAVE ANY
QUESTIONS OR REQUIRE ANY FURTHER INFORMATION, PLEASE FEEL FREE TO CONTACT ME
AT ANY TIME.

SINCERELY,

STEPHEN REID
SR/dt

DOYLE HARTMAN

.FEB 2 1 2001:
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STATE "BV" NO. 1

6-MO. GAS PRODUCTION/OXYGEN CONTENT PLOT
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COMPLETE PRODUCTION HISTORY
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Doyle Hartman
State BV #1
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State of New Mexico Lease No. X0647-394
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Doyie Hartman
State BV #

Empire South (Morow)
J-25-17S-28E

State of New Mexico Lease No. X0647-394

Gas Production (MCFPM)
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NMOCD FORM C-103
FILED FEBRUARY 12, 2001

DOYLE HARTMAN-OPERATED STATE "BV" NO. 1
S/2 SECTION 25, T-27-S, R-28-E
EDDY COUNTY, NEW MEXICO

.)



;ubmn 3 Copies State of New Mexico Form C-103
Appropriate Energy, Minerals and Natural Resources Department Revised 1-1-49

.Itrict Office

DISTRICT I OIL CONSERVATION DIVISION
P.O. Box 1980. Hobbs,N 2040 Pacheco St WELL API NO.

Santa Fe, NM 87505 30 0 2 5 22 317
0.O. Drawer DD. Artesia, NM 88210 ,Indicae Type ol Lease

STATE 1 FEE O
DISTRICT 1 .State Oil & Gas Lease No.
1000 Rio Brazos Rd., Azlec, NM 87410y L N.

X0647-394 (formerlty Lease No. 647)

SUNDRY NOTICES AND REPORTS ON WELLS
(DO NOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG BACK TO A ?Lease Name or Unit Agreement Name

DIFFERENT RESERVOIR. USE 'APPLICATION FOR PERMIT' S
(FORM C-101) FOR SUCH PROPOSALS.)

,Type ol Wel:
O1L GAS
WELL ] WELL OTHER

,Name of Operator *WeL No.
Doyle Hartman 1__

·Address ol Operator Pool name or Wildcal

500 N. Main St., Midland, Texas 79701 South Empire Morrow
.WeL Location

Unit Lener J 1800 Feel From The South Line and 1980 Feel From The East Line

Section 25 Township 17S Range 28E NMPM Eddy County
,,Elevalion (Show wheheer DF, RKB, RT. GR, etc.)
3700.5' RKB (3683.5' GL)

t Check Appropriate Box lo Indicate Nature of Notice, Report, or Other Data

NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF:

ERFORM REMEDIAL WORK 1 PLUG AND ABANDON [ REMEDIAL WORK ] ALTERING CASING [

EMPORARILY ABANDON C CHANGE PLANS [ COMMENCE DRILLING OPNS. [ PLUG AND ANBANDONMENT 1
tLL OR ALTER CASING ] CASING TEST AND CEMENT JOB [

THER: _ OTHER: Run 5 1/2- tieback liner, add perts, and stimulate
Notice ot threatened meter disconnection

.Descrlbe Proposed or Compleled Operalions (Clearly state aelpertinent detlais. and give pertinent dates, incuding estimaled dale ol starting any proposed
ror*) SEE RULE 1103.

For details of completed operations, please reler to pages 2 of 4, 3 of 4 and 4 of 4 enclosed herewith.

I hereby certify that the Inlormation above is true and complete to the best of my knowledge and beliel.

;^INATURE (u;z e <J<t-c-_ TITLE Production Analyst DATE 02-12-01

YPE OR PRINT NAME Tricia Barnes TELEPHONE tO. 915-684-4011

This pKac kI State Use)

PPROVED BY TITLE DATE

ONDITIONS OF APPROVAL. IF ANY:



AMERICAN-GAS ASSOCIATION
WORKING GAS STORAGE LEVELS

AS OF FEBRUARY 23, 2001

Total 2/23/01 2/23/01
U.S. Short-fall Short-fall
Bcfi (Bcnfi %)

This Week's Working Gas 859

Same Week 1-Year Ago 1194 335 28.1

Prior 5-Year Average 1237 378 30.6

______________________ _____________ A~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~



Page 1 of 3

Ma-ch 1. 2001

&Stu'ds - Weekly American Gas Storage Survey
Published. 2/23/01

Energy Analysis
Studies

Gas Facds

G~USS GA Report of Estimated US Working Gas Levels In Underground Storage as of 9:00 AM Friday Week Ending February 23,2001

Pocy Analysis Estimated Werking Gas in Storage

Stades

PSo stantabsimtWoThiss We as in Storage

~ Cooinog Degree This Week Last Week Change Percent* Cooling Degree
Date Bcf Bcf Bcf Full (5)5

* Gas Consmption
and Supply

·Heaing Degree Producing Region 2 242 257 - 15 25%
Data

* Maontsy Dring Consuming Region East 3 456 537 - 81 25%

* Storage Projec
Proposals Consuming Region West 4 161 166 - 5 32%

* Transportaton
Cusomer Survey Total US 859 960 -101 26%

* Underground
Storage Satisics

Ronst uctl on Survey Estimated Working Gas
FEPG'~rt ~Sample Full In Underground Storage

Subsatbe Percent s Bcf Same Wk Yr Ago Prior Pive-Yr Avg.

Upcoming Studies

Producing Region 2 78% 953 376 367

Consuming Region East 3 92 1,835 551 631

Consuming Region West' 76 506 267 239

Total US 85% 3,294 1,194 1,237

(1) A complete explanation of AGA's methodology for this report can be found in AGA Issue Brief 2000-01, 'American Gas
Storage Survey Procedures and Methodology.' Copies of the Issue Brief can be obtained by calling (202) 824-7126.

(2)lncludes Texas, Oklahoma, Kansas. New Mexico, Louisiana, Arkansas, Mississippi and Alabama.

(3)lncludes all states east of the Mississippi River less Alabama and Mississippi, plus Iowa, Nebraska and Missouri.

(4)lncludes all states west of the Mississippi River less the Producing Region and Iowa, Nebraska and Missouri.

(5)This Week regional and Total U.S. volumes divided by Estimated Full regional and Total US volumes. This statistic is
intended to show how 'full' working gas is at any given time.

(6)This percentage value describes the survey sample size each week (sample may change if companies tail to report or a
company is added to the weekly survey). It is determined by dividing the maximum volume held in recent years in reported
pools for all the reporting companies in a given region for that week by that regions estimated full. Any additions to the sample
or failures to report are reflected in a percentage change from the prior week.

pJ/www.aga.org/StatsStudies/PolicyAnalysisStatistics/UndergroundStorageStatistics/220.hhtm 03/01/2001



TRANSCRIPT OF
TELEVISED INTERVIEW

BETWEEN
CNBC's MARIA BARTIROMO
AND JAMES DONNELL, CEO

OF DUKE ENERGY NORTH AMERICA

STREET SIGNS
2:00 PM -4:00 PM ET
FEBRUARY 15, 2001



Street Signs
February 15, 2001

Interview Between CNBC's Maria Bartiromo and
James Donnell, CEO of Duke Energy North America

Maria
Bartiromo: California is in the middle of the fifth straight week of, uh, extremely low

power reserves and the possibility of even more rolling blackouts. Yet despite
the urgency, no solution has been reached between state officials and utility
companies. Joining us to discuss California's energy crisis and his company's
involvement in the crisis is Jim Donnell, CEO of Duke Energy North America.
Jim, good to have you with us.

James
Donnell: Thank you Maria, it's good to be here.

Bartiromo: Your comments on what's going on in California and, uh, the fact that we have
yet to see a solution.

Donnell: Maria, it's, it's, a very complex issue, it's driven by uh, supply and demand
imbalance, it's also contributed to heavily by the market design flaws for the
last several years. And we've been working on the problem now for, uh, uh,
a long time at Duke Energy and fortunately some six weeks ago, the
stakeholders at the federal level, the state level and, uh, the significant players
in the market gathered together and I think it's fair to say that we've been
working, uh, night and day on it to try, to try to come up with a real long term
solution.

Bartiromo: Ok, you say the supply demand situation; we've got demand surging, not
enough supply, and companies like yours and others aren't even able to, uh,
begin, uh, creating more supply. What do you think needs to be done?

Donnell: Well, Maria, there, there's, uh, no question that, uh, economic expansion of
California is, is taking supply numbers, taking demand numbers, above
anyone's expectations. Certainly to get more supply added to the picture, we
need to have, uh, uh, a permitting process and a citing process that is, that has
reasonable time constraints and, and can actually get, uh, get effectuated, and
we do this all over the country, every day, and California is the single most
onerous environment in which we try to permit plans.

1



KEY INFORMATION REGARDING
NEW MEXICO STATE LAND OFFICE

AND
BENEFICIARIES OF NEW MEXICO STATE LANDS

GENERAL INFORMATION (VISION)

STATE LAND TRUST

BENEFICIARIES OF THE TRUST
State of New Mexico Lease No. X0647-394
(State "BV" No. I Well)
(Beneficiaries: 57.93% University of New Mexico,
42.07% Common Schools)

( *



ate Land Office General Information Pag 1 of I

.X 'NEW MEXICO
STATE LAND OFFICE

Home | About SLO I Commercial Resources I Mineral Resources | Surface Resources I Community
Development I Special Projects I Mesa del Sol Administration

Gen nfo n General Information About theGeneral Information Land Office

Land Commissioner

Executive Staff Our Vision
Welcome to the New Mexico State Land Office web site. Our

State Land Trust vision at the State Land Office is to be the nation's model for
state trust land management, providing for current and future

Beneficiaries productivity of the state trust lands for the next generation of
beneficiaries.

Advisory Board Our mission is to support the beneficiaries of the trust which
include: universities, public schools, special schools and

News hospitals that serve children with physical, visual, and auditory
disabilities, prisons, and public buildings at the Capital complex.

Annual Reports In the past 20 years, state trust lands and the permanent funds
have contributed more than $4 billion to education in New
Mexico while generating revenues resulting in the $8 billion

More Information Land Grant Permanent Fund. The State Land Office is
responsible for administering the 9 million acres of surface land
and 13 million acres of subsurface rights for the beneficiaries.
Each section of land is designated for a specific beneficiary,
with public schools as the designee of the majority of the
acreage.

http://www.nmstatelands.org/landoffice/AboutSLO/AboutSlo.asp 02/07/2001
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/L, NEW MEXICO
STATE LAND OFFICE

Home About SLO I Commercial Resources | Mineral Resources | Surface Resources { Community
Development | Special Projects I Mesa del Sol | Administration

General Information t T t About theState Land Trust Land Office

Land Commissioner

The State Land Office is responsible for administering 9 million acres of
Executive Staff surface and 13 million acres of subsurface land for the beneficiaries of

the trust. Each acre of land is designated to a specific beneficiary, with
~State Land TUSct public schools receiving more than 90 percent of the acreage. State
State Land Trust trust land is located in 32 of New Mexico's 33 counties. The goals of

the trust are to optimize revenues while protecting the health of the
Beneficiaries land for future generations.

Trust lands were granted to New Mexico by Congress under the
Advisory Board Fergusson Act of 1898 and the Enabling Act of 1910. The latter act

allowed New Mexico's admission to the United States upon voter
News approval of the state constitution.

Annual Reports In general terms, the state
was granted four square

More Information miles - or sections 2, 16,More Information 32, and 36 - in each 36-
section township for the
benefit of the public
schools. Today, this
amounts to 8.6 million
surface acres of land.

Where sections were sold
or allocated to Indian
Pueblos, tribal reservations,
or pre-existing land grants,
the state was allowed to
pick lands instead of the

four designated sections elsewhere.

Also, the state was allowed to choose 'quantity grants' from the federal
government, in specific amounts, to benefit the specified schools,
institutions, and other purposes.

Those land grants were chosen by a commission, comprised of the
governor, attorney general, and the commissioner of public lands. The
grants totaled about 5 million acres.

Revenue generated from the extraction of oil and gas, from other
mining, the sale of land, and any other activity that depletes the
resource is placed in the permanent fund, which is invested for the

http://www.nmstatelands.org/landoffice/AboutSLO/landtrust.asp 02/07/2001
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beneficiaries.

Revenue from activities, like grazing and commercial activities that do
not permanently deplete the resource are distributed through the
maintenance fund to the designated beneficiaries after the Land Office
covers its own expenses - an amount which typically is equal to less
than 6 percent of the revenue generated.

In fiscal year 1999, the trust lands generated $154 million, including
$129 million from nonrenewable sources and $28.7 million from
renewable sources, bonuses, and fees.

http://www.nmstatelands.org/landoffice/AboutSLO/landtrust.asp 02/07/2001

.. . ta- mlmlu.ul lanuomlce/ADOUt/LU/Jenetic.ac;n



ite Land 6ffice tieneral Information Page 1 of 1

a. ~NEW MEXICO
Hm L STATE LAND OFFICE

Home | About SLO | Commercial Resources | Mineral Resources | Surface Resources I Community
Development | Special Projects | Mesa del Sol | Administration

Genera)Information Beneficiaries of the Trust Land Office

Land Commissioner * University of New Mexico - The University of New Mexico is the
state's largest university with an enrollment of more than 30,000
students. The university is one of New Mexico's largest employers with

Executive Staff a capital budget of about $971 million. The main campus is located in
Albuquerque, New Mexico, which includes the Health Sciences Center.
There are also branch campuses located in Taos, Gallup, Los Alamos,

State Land Trust Santa Fe, and Belen.

Beneficiaries This beneficiary received more than $4.3 million in income from state
trust land revenues in 1999.

Advisory Board For more information: http://www.unm.edu

News

Annual Reports

More Information

http://www.nmstatelands.org/AboutSLO/BeneficUNM.asp 02A07/2001
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NEW MEXICO
STATE LAND OFFICE

Home | About SLO | Commercial Resources I Mineral Resources | Surface Resources I Community
Development I Special Projects | Mesa del Sol | Administration

;eneral Information Beneficiaries of the Trust LandOffice

,and Commissioner * Public (common) schools - There are a total of 89 public school
districts in the State of New Mexico with a total enrollment of 331,815
students. There are a total of 725 public schools within those statewide

ixecutive Staff districts, which include 135 high schools, 139 junior high/middle
schools, and 451 elementary schools. About one third of the budgets

state Land Trust for these schools are supported by income generated from state trust;Late Land Trust ladslands.

leneficiaries This beneficiary received more than $209.4 million in income from
state trust land, plus permanent fund, revenues in 1999.

kdvisory Board For more information: http://www.sde.state.nm.us

.ews

nnual Reports

lore Information

://www.nmstatelands.org/AboutSLO/BeneficPCS.asp 02/07/2001



Friday, March 15, 2002 11:35 AM Profile Page: 1

Folder Profile

Control # 2001-006977 Name Letter to Secretary Abraham from Patty Voss (PennWell)

Priority Important Folder Trigger Invitation

DOE Addressee Source PM-O
I Spencer Abraham l

l________ISpener __Abraham Date Received 3/15/01

Subject Text Correspondence Date 3/12/01
Patty Voss, PennWell, invites Secretary I I
Abraham to be keynote speaker at the RIDS Information Head of Agency l 1
opening ceremony at the upcoming Middle
East Energy 2001 Conference on October Sensitivity | Not Applicable
8-10, 2001 in Dubai, United Arab Emirates I

Action Office # Regular Classification None

SignaturelApproval____ Point of Contact HOLLOWAG

I[ .______NA_ I Organization ID EXECCORR2

Action Requested Assigned To
Appropriate Action SLJohnston

Special Instructions Date Due
Info copy: ES/Carpenter

Date Completed 3/16/01
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PennWel Corporation . PennWell House

A ll ~ Horseshoe Hill - Upshire Essex EN9 3SR · United Kingdom

Tel: +44 (0)1992 656 600
_P7 51 " ~Fax: +44 (0)1992 656 700

Global Energy Group Website: www.pennwel.com

12 March 2001

2001-006977 Mar 15 A 11:09
Spencer Abraham
US Secretary of Energy
Department of Energy
1000 Independence SW
Washington DC 20585

Dear Secretary Abraham,

On behalf of PennWell, I would like to invite you to be the Keynote Speaker at the
opening ceremony at the upcoming Middle East Energy 2001 Conference and Exhibition
(MEE) to be held October 8-10, 2001 in Dubai, United Arab Emirates. MEE 2001 is
being held under the patronage of the Ministry of Petroleum and Mineral Resources and
the Ministry of Electricity and Water Authority, United Arab Emirates.

The event will attract government organizations, utilities, independent power producers,
major oil operating companies, state owned oil companies, project developers and project
finance companies from the Middle East Countries. Participating companies will share
their significant involvement in the Middle East energy projects and portray their
strategic commitment to the development of the region.

Some background on this event: The impetus for MEE 2001 originated from the
extremely successful "Arab Electricity" Event that was held in Bahrain in 1997. MEE
2001 Conference and Exhibition will focus on the entire energy cycle including Power,
Water, and Natural Gas.

The Keynote speech will take place on the morning of October 8th. Other speakers on
this day will include executive ranking representatives with UAE Offsets Group, CMS
Energy and Enron.

Please do not hesitate to contact me with any questions. I look forward to your positive
response.

Yours respectfully,

Patty Voss
International Project Director

/6



MIDDLE EAST ENERGY 2001
October 8-10. 2001

Al Bustan Rotana Hotel
Dubai, United Arab Emirates

DAY 1 - October 8 - Opening Day of the Conference

Welcome Address by:
Ministry of Petroleum and Mineral Resources, United Arab Emirates
Ministry of Electricity and Water, United Arab Emirates

Keynote Speaker - Spencer Abraham, U.S. Secretary of Energy (invited)

Industry Panel - ADWEA, DEWA, Oman Electricity and Water, Saudi Arabia Electricity and Water

Luncheon

ADNOC - Near term or long range supply of fuel (primarily natural gas) for power generation and
water desalination to support economic growth. Current and future projects that are directed at
providing adequate fuel supplies to meet expected infrastructure demand.

Dolphin Initiative - Both Enron and UAE Offsets Group

OMAN - OMAN Oil Company and Oman Gas Company (invited)

DAY 2 and DAY 3
Technical Sessions focused on:
Privatization, project finance, power plant technology, plant operation and maintenance,
desalination, water treatment, etc.

x'e,
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Folder Profile

Control # 2001-008040 Name Letter to Secratary Spencer Abraham from Mel Sembler

Priority Important Folder Trigger Letter

DOE Addressee Source PM-I
Spencer Abraham Re d

I________ I ~~~~~~Date Received 3/26/01

Subject Text Correspondence Date 3/21101
Expressing interest regarding development of
ocean wave technology in Florida and RIDS Information Head oAgency
requests feedback from DOe

Sensitivity Not Applicable

Action Office # Classification None

Signature/Approval Point of Contact POLICYC
IEE
_EE Organization ID EXECCORR2

Action Requested Assigned To
Prepare Response EE

Special Instructions Date Due4/18/01

Date Completed 14/20/01



MEL SEMBLER

2001-008040 3/26 P 12:07

March 21,2001

The Honorable Spencer Abraham
Secretary of Energy
U.S. Department of Energy
7A 257/FORS
1000 Independence Avenue, SW
Washington, DC 20585

Dear Mr. Secretary:

Congratulations on your elevation to this most vital cabinet position. You were a
shining star in the Senate and I know you will do equally well in your new post.

My cousin, Norman Trenton, sent me the enclosed letter and asked that I forward
this information regarding ocean current energy to your department. I would
appreciate it if you could have a member of your staff look this over to determine if
someone from DOE will meet with Jim Dehlsen. Your response can be sent to me
and I will relay it to Norman. My office number is 727-384-6000 and the fax
number is 727-381-0224.

Betty and I send you our warmest wishes for success and joy in your latest endeavor.
Give our regards to Jane and your family.

perl regards,

Mel Sembr

5858 CNTRAL AVENUE *Sr. PETERSBURG. FLORJDA33707

727-384-6000 * FAX 727-381-0224

A



N. B. TRENTON

March 13, 2001

Melvin Sembler, CEO
The Sembler Company
5858 Central Avenue
Pasadena, Florida 33707

Dear Mel:

I had the opportunity to speak with Jim Dehlsen last week and
I thought it would be appropriate to try to enlist your help with
an important project Jim is working on. Jim founded Zond
Corporation in 1980, which is now Enron Wind Corporation, and is
one of the world's true pioneers of renewable energy. As you may
or may not know, I served on Jim's Board for 16 years at Zond until
Enron purchased it. He is now applying his experiences in wind
technology development into a new, emerging technology, ocean
current energy.

Project Aquantis, aimed at capturing as much as 10,000 MW of
electricity from the Gulf Stream off of south Florida, has been in
development since 1997. Over the past three years, the National
Renewable Energy Laboratory and the Department of Energy (DOE) have
been monitoring this project closely. Aquantis petitioned for and
won a grant from DOE in 2000. Subsequently, DOE has taken the rare
step of formally establishing a new program for Ocean Current
Energy. The leadership at NREL recently told Jim that Aquantis
represents the best new technology concept they had seen in the
past 25 years. DOE is supporting Aquantis' efforts to establish a
budget inclusion item in the 2002 budget.

Jim has also been advancing the regulatory framework for
large-scale commercialization of this renewable energy resource.
The National Oceanographic and Atmospheric Administration (NOAA)
has agreed that it is the appropriate lead agency for inter-agency
coordination of this effort, and it is expected that the agency
will provide future assistance with oceanographic profiling, energy
assessment, and environmental impact analyses.

Ocean Current Energy will significantly benefit Florida,
providing the generating equivalent of six large nuclear reactors,
or 6000 MW, within ten years. The technology team for this effort
includes Florida Atlantic University's Sea Tech Laboratory, Nova
Southeastern University's Department of Oceanography, and the
Navy's Carderock Division, among others. These players have helped



N. B. TRENTON
Trenton (2) 3/13/01

in the assessment and measurement of the ocean current resource and
in the preliminary evaluation of potential environmental benefits
and impacts associated with ocean current turbines. The project
also aims to develop a National Ocean Current Technology Center in
Ft. Lauderdale, which in combination with the developing industry,
promises to create hundreds of new jobs for Florida.

Aquantis estimates that $15 million in R&D funding will be
required over the next three years to bring the project to
commercialization. Aquantis has spent over $2 milliion of private
capital on this effort to date. Legislation to provide $5 million
in 2002 for a new Ocean Current Energy Program at DOE will be
introduced by Florida Congressman Clay Shaw shortly, and Jim
expects to receive support for this line item from Congressman Bill
Thomas, Chairman of the Ways and Means Committee.

The benefits to Florida from project Aquantis are substantial
and include: utilizing a large domestic energy resource to provide
cost competitive base-load power, greater diversification of the
critical energy resources relied on; increased technical
employment; and, deployment of a large component of clean energy to
help offset pollution from existing power plants and in meeting
Environmental Protection Agency requirements.

Jim is planning to visit Washington, D.C., on March 26th and
27th, continuing on to Florida on the 28th and 29th of March. He
would like to present this information to Energy Secretary Spencer
Abraham or any other appropriate member of the Vice President's
Task Force on Energy. In addition, he would like the opportunity
to brief Governor Bush on the project with the objective of gaining
the Governor's endorsement for Project Aquantis with Dick Cheney's
Energy Task Force. Any assistance you could provide in setting up
such meetings would be greatly appreciated.

Warm regards,

Norman B. Trenton



Friday, March 15, 2002 12:38 PM Profile Page: 1

Folder Profile

Control # 001-008854 Name Letter to Secretary Spencer Abraham from Howard H. Shal. IS I
Priority Important Folder Trigger Letter

DOE Addressee Source PM-O
Spencer Abraham

lSpenAbraham __ $Date Received 14/2/01

Subject Text Correspondence Date 3/29/01
U.S. before the FERC - Comments of ISO
New England. Inc. with respect to motion for RIDS Information | Head of Agency
technical conference (Docket No.
RM99-2-000) Sensitivity Not Applicable l

Action Office # Classification None

Signature/Approval_____ Point of Contact CARPENTC

| ______NA |I___ Organization ID EXECCORR2

Action Requested Assigned To
Information Only PM

Special Instructions Date Due

Date Completed 14/5/01



'2001-008854 4/2 A 11:42

UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

Regional Transmission Organizations ) Docket No. RM99-2-000

COMMENTS OF ISO NEW ENGLAND INC.
WITH RESPECT TO MOTION FOR TECHNICAL CONFERENCE

In response to the Notice of Filing issued March 28, 2001 by the Commission in

response to the "Motion to Convene a Technical Conference on Interregional

Coordination" filed in the referenced docket on December 15, 2000 by the Electricity

Consumers Resource Council, Electric Power Supply Association, Enron Power

Marketing, Inc., Reliant Energy Power Generation, Inc. and Dynegy, Inc. (the "Joint

Motion"), ISO New England Inc. (the "ISO") hereby provides its comments.

The ISO's Board of Directors and senior management have made the ISO's

compliance with the Interregional Coordination function of Order 2000 an extremely

high priority. Accordingly, the ISO agrees with the views of the Commission and the

proponents of the Joint Motion regarding the importance of this function. While the ISO

is still in the process of considering whether the requested technical conference would

assist compliance efforts nationwide, it has recently prepared (and attaches hereto) a

preliminary report, following consultation with PJM Interconnection, L.L.C. ("PJM") and

ALSTOM ESCA Corporation ("ESCA"), the systems development contractor for both

PJM and the ISO.

This report is directly responsive to the concerns expressed in the Joint Motion,

and is consistent with the Commission's focus on fostering interregional coordination as

DC_DOCSA 1 071993 v3 WORD97



evidenced by its request for comments on the Joint Motion. The report outlines the ISO's

preliminary conclusions with respect to the potential implementation in New England of

a standardized market based on the successful PJM market model, with future common

enhancements in both PJM and New England markets developed through collaboration

between the ISO and PJM. This "Standard Market Design" would support accelerated

and simultaneous implementation in New England of a PJM-type Congestion

Management System and Multi-Settlement System, and the PJM and ISO market designs

would largely converge.

The ISO plans to present the Standard Market Design to NEPOOL, regulators and

other affected stakeholders and, in collaboration with PJM and ESCA, develop a detailed

schedule for implementation. A filing with respect to the proposed Standard Market

Design will be made with the Commission in May.'

Respectfully submitted,

Howard H. Shafferman
Counsel for
ISO New England Inc.

Kathleen A. Carrigan
Vice President, General Counsel and
Secretary
ISO New England Inc.

March 29, 2001

Accordingly, the ISO seeks no Commission action on this enclosed preliminary report.
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Preliminary Report of ISO New England Inc.
Regardino "Standard Market Design"

Executive Summary

ISO New England will be proposing, in May 2001, the acceptance by the
Commission of a comprehensive wholesale market program that combines salient
features of the PJM market model with elements of its own existing wholesale market
design. The combination creates a standardized structure for wholesale electricity
markets (the "Standard Market Design ").

The Standard Market Design being developed by the ISO (in close collaboration
with PJM and with the systems contractor for both PJM and the ISO, ALSTOM ESCA
("ESCA")) would use PJM's current market design as a starting point, and combine and
standardize the ISO and PJM market designs, including common future enhancements.
The ISO would use the Standard Market Design in lieu of its current markets and the
planned markets incorporating New England-specific phased Congestion Management
Systems and Multi-Settlement Systems (collectively, "CMS/MSS'". Note that this
approach is not a superimposition of PJM CMS/MSS software on existing New England
markets, which continues to be infeasible.

The Standard Market Design would, compared with the existing arrangements
and circumstances: (1) improve convergence among the Northeast markets, (2) reduce
risk of CMS/MSS implementation, (3) accelerate the CMS/MSS schedule, and (4) reduce
CMS/MSS implementation costs. The Standard Market Design builds upon a
combination of the options identified in the Commission staff report on Northeast
markets.'

Specifically, the Standard Market Design has the following advantages:

* Reduce risk by implementing a proven market design (with common
enhancements) will reduce risk.

* Provide nearly 100 percent market convergence between PJM and the ISO

* Reduce ongoing support and maintenance costs.

* Facilitate transactions in the Northeast through uniform market rules.

* Satisfies the major requirements of a CMS/MSS system design.

See Investigation of Bulk Power Markets - Northeast Region (November 1, 2000), at 1-91 through 1-96
("Staff Report").
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* Implementation of both CMS and MSS is much as 9 to12 months earlier than
under the ISO's current plans. This translates into potential cost savings of S20
million to $40 million, plus additional future savings due to spreading the cost of
developing modifications across two markets.

The ISO has signed a Letter of Intent with PJM and ESCA for the development of
the Standard Market Design. This effort seeks to fulfill several goals consistent with the
Commission's policy objectives: to complete CMS/MSS as quickly as possible,2 to
include numerous features required by the Commission,3 and to take all feasible steps to
converge its market with that of PJM and the New York Independent System Operator
("NYISO').

Specifically, the ISO plans to present the Standard Market Design proposal to
NEPOOL, regulators and other affected stakeholders and, in collaboration with PJM and
ESCA, develop a detailed schedule for implementation. A filing with respect to the
proposed Standard Market Design will be made with the Commission in May.4

As its name implies, the Standard Market Design would set a new national
benchmark for a "best practices" wholesale electricity markets and could be applied in
other parts of the country.

The ISO will continue to work with the NYISO to resolve seams issues.

The remainder of this report is organized as follows:

I. Advantages of the Standard Market Design versus New England-specific
markets5

II. Potential Schedule and Budget Improvements with The Standard Market
Design

HI. Next Steps.

I. Advantages of Standard Market Design Versus New England-specific Markets

The Standard Market Design offers significant advantages versus a New England-
specific market design that incorporates customized CMS/MSS.

2 See New England Power Pool, 88 FERC 1 61,147, at 61,492 (1999); ISO New England Inc., 91 FERC 1
61,311, at 62,060 (2000) ("CMS/MSS Order").

I The CMS/MSS Order required separate availability bids for spinning reserves (at 62,064), self-scheduling
of energy and operating reserves (at 62,068-69), provide load a choice between nodal prices or zonal prices
(at 62,071), base weights for zonal prices on actual hourly load at each node (62,071), and provide financial
congestion rights ("FCRs) as both financial options or obligations (at 62,074).

Accordingly, the ISO seeks no Commission action on this preliminary report.

5 As used herein, "New England-specific markets" means the existing markets in New England, as
modified to meet the requirements of the CMS/MSS Order.

2
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A. Market Conformance

The StaffReport's recommendation for convergence of the Northeast markets
represented a significant potential change in focus from market experimentation to
standardization of best practices.6

The ISO has evaluated the degree of conformance with PJM and New York that
would be achieved with the implementation of a New England-specific design for
CMS/MSS markets. Attachments A, B and C hereto provide a comparison of PJM and
New York markets with today's ISO markets, with New England-specific CMS
functionality and with complete New England-specific CMS/MSS functionality,
respectively. Based on that evaluation, the ISO found that its current plans for full
CMS/MSS implementation on a New England-specific basis would still leave substantial
gaps in conformance with PJM and NYISO.

A detailed comparison of the differences between PJM's current and the ISO's
planned CMS/MSS markets found that:

* The ISO's settlement system is more complex, with the ISO providing more
functionality to its market participants than PJM;

* The ISO market has five products (energy, ten-minute spinning reserve, ten-
minute non-spinning reserve, thirty minute reserve, and regulation market),
compared with two (energy and installed capacity) in PJM;

* PJM does not produce any price forecasts while the ISO produces a day-ahead
price forecast;

* PJM sends dispatch instructions composed of a price signal every 15 seconds.
The ISO sends a desired MW dispatch instruction every 5 minutes;

* PJM calculates settlement prices after the fact, while the ISO calculates them
based upon a forecast when the dispatch instructions are calculated; and

* PJM's external transaction market is primarily OATT reservation-based. The
ISO's will be economic-based, i.e., supply offers and demand bids.

Based on the current schedule for CMS/MSS, substantial non-conformance would
still exist even after full CMS/MSS implementation in thel s quarter of 2004 at the
earliest. This would mean additional, and likely costly, rework after that point to achieve
further convergence.

6 See StaffRcpon, at 1-93 and 1-94.
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1. Effects of Unique Markets

.Implementing a unique market for New England will have long-term operational
effects resulting in higher ongoing costs compared with a standardized market design.
While the New England specific market design is "leading edge" in nature, it is also very
complex and unique. Further, the market design is unproven. A unique and complex
market will mean the ISO must rely on customized software and, as a result, any changes
will be costly and time-consuming. If the ISO moves to a more standardized market, it
could use more standardized products. ESCA, the ISO's vendor for its energy
management system ("EMS") and market system, is encouraging standardization for this
reason.

The fact that the New England specific market design is unproven due to its
uniqueness will almost certainly result in implementation issues once the markets go live.
These issues could lead to significant expenditures to fix and maintain the markets. The
operation of new, complex software systems and novel market structures, as evidenced
by experience with existing electricity markets, often reveal flaws that can lead to market
disruption and/or permit some participants to unfairly benefit at the expense of other
market participants.

To address these potential impacts, the ISO has developed an alternative approach
with PJM and ESCA that would implement a proven market design, together with "best
practices" and other future improvements.

B. Overview of Standard Market Design

To enhance greater conformance and address the "unique market" risks, and the
schedule impacts of the complexity of the New England markets, the ISO completed an
evaluation of implementing the proven PJM markets (with certain enhancements) in New
England. This evaluation was completed with the direct involvement of PJM and ESCA.
Under this alternative approach, the ISO would adopt PJM's market model and operating
practices, and would work together with PJM to develop enhancements to the current
PJM market model. The ISO would only make modifications to reflect differing physical
realities of the New England region power system. This approach would enhance
conformance between the ISO and PJM and would position the ISO and PJM to work
together with ESCA to develop standard software to support the markets.

1. Implications of Implementing Standard Market Design

Implementing the Standard Market Design means adopting PJM's market rules
and operating practices and implementing them for New England. While most of the
software will still need to be modified or developed by the ISO, there are three primary
pieces of software that the ISO will be able to adopt from PJM. Specifically, PJM's
external transaction software, its locational marginal pricing ("LMP") calculator, which
PJM and ESCA are marketing in partnership, and its dispatch management tool can be
adapted for use by the ISO. The ISO would also acquire PJM's settlement system
requirement documents as the basis for modifying the ISO's settlement system.

4
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From a market standpoint, implementing the Standard Market Design will provide
the major requirements of a CMS/MSS system. Table I demonstrates this through a
comparison of the core features in the CMS/MSS Order with the Standard Market
Design:

TABLE I

Core Features of Standard Market ISO-NE Market Does the Standard
CMS/MSS System Design Model Market Design

Provide the
Desired

Functionality?
Locational Pricing Calculate locational Calculate prices Yes

prices after the fact based on forecast
conditions

Day Ahead ("DA") Yes Yes Yes
Financially Binding
FCR Provided with 100% Auction Yes

transmission
service. Residuals
auctioned

ARR For new FTRs Auction Revenues Yes
revenues are allocated initially
allocated to to congestion
transmission paying entities,
owners. Auctioned transmission
FTRs revenues go owners and NEMA
to FTR holders LSEs' thereafter to

ARR holders.
Security Constrained Yes Yes Yes
Dispatch
Permanent Reserve Spinning reserve ISO has spinning,
Solution market, contingent non-spinning and Will have

upon joint 30 minute reserve appropriate reserve
development by markets markets
PJM & ISO-NE,
along with a
capacity market

3 Part Bids / Net Yes Yes Yes
Commitment Period
Compensation
Demand Bidding Yes Yes Yes

5
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DA Indicative Publishing Post DA LMPs & Yes Yes
schedules at close
of DA market.

Rebidding Allows re-bidding Yes Yes
for generators not

_selected DA

As can be seen, all of the core features are provided in the Standard Market
Design

Table 2 below shows features of a CMS/MSS system that the ISO considers of
secondary importance. Four of these six features would be provided by the Standard
Market Design.

TABLE 2

Secondary Features of a Standard Market ISO-NE Market Does the Standard
CMS/MSS System Design Model Market Design

Provide the
Desired
Functionality?

FCR Options Not currently Required by the No
provided Commission in

CMS/MSS Order
Zonal/Nodal Selection Yes Yes Yes
Transmission Bids Allowed Allowed Yes
Indicative Scheduling Post DA LMPs & Yes Yes

schedules at close
of DA market. No
real-time price
forecasts

Reserve Availability Bids Under Required by the Yes
(Spinning Reserves) Development Commission in

________CMS/MSS Order
4 Hour Reserve Market No Yes No

The ISO has also completed a detailed comparison, in cooperation with PJM and
ESCA, of how market features are implemented at PJM versus under a New England-
specific CMS/MSS implementation. Attachment D provides the results of that
comparison. Assuming implementation of the PJM market design, the ISO has
concluded there are no significant technical requirements that cannot be resolved.

6
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II. Potential Schedule and Budget Improvements with Standard Market Design

The evaluation of implementing this new Standard Market Desige included an
evaluation by the joint ISO, PJM, ESCA team of the potential impact on the
implementation schedule for CMS/MSS in New England The conclusion uf liat team
and specifically ESCA was that the simplifications afforded by adepting the Standard
Market Design should make it possible to deliver both CMS and MSS to New England 9
to 12 months earlier than under the current plan.

Figure 1 shows the anticipated schedule for CMS/MSS implementation based
upon the Standard Market Design. As can be seen, by simplifying the approach it is
estimated that the completion of both CMS and MSS can be advanced into the first half
of 2003 compared to the first half of 2004 under the current plans.

In addition to the accelerated schedule for full implementation of CMS/MSS,
publishing trial LMPs is planned for the second quarter of 2002. These LMPs would be
published for information purposes only to provide the market with information on
congestion. This information will also be valuable in providing a basis for bidding when
the initial FCR auction is run.

This alternative also provides opportunity for significant cost savings in
implementing CMS/MSS in its entirety. First, the 9 to 12 month reduction in project
duration, on a project that costs $2 million to $3 million per month, can result in a $20
million to $40 million dollar reduction in overall costs. Secondly, the implementation of
a simpler and standard market can result in reduced ongoing support and maintenance
costs.

In summary, the ISO has concluded preliminarily that the best course of action is
to adopt and implement the Standard Market Design as described above. This approach
provides the best opportunity for a successful implementation of CMS/MSS and for the
long-term success of the New England electricity markets by providing:

* Nearly 100% conformance between PJM and New England

* Use of a simplified, proven market approach for New England

* Simplification of New England reserve markets

* Simultaneous implementation of CMS and MSS, and on a shorter overall
schedule

* Use of existing PJM designs to modify and develop the ISO software7

7 Even with the adoption of PJMNs market design, the ISO will still need to have ESCA develop new
software to work with the ISO's EMS system. The ISO will also need to modify its settlement system, as
PJM has indicated it is not possible to export its system to the ISO. These issues were identified in the
December 1 Filing in Docket No. EL00-62-014.

7
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* Reduction of project costs by $20 million to $40 million

* Use of existing PJM business processes as a basis to implement necessary
changes at the ISO

* Use of existing PJM training materials as the basis of training at the ISO

* Software savings by working with a single market system vendor for both PJM
and ISO.

8
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FIGURE 1

CMS/MSS with Adoption of the Standard Market Design
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III. Next Steps

The ISO recognizes that it cannot proceed unilaterally to implement the Standard
Market Design. It will first consult with NEPOOL and other interested stakeholders, and
it must obtain the approval of the Commission before changing direction from that
specified in the CMS/MSS Order. The ISO and/or NEPOOL plans to seek, in May 2001,
the issuance of a Commission order by no later than the end of July 2001 permitting this
change in direction.

Pending approval by the Commission, the ISO will continue to work on activities
that are independent of the approach taken. For example, the ISO is essentially adopting
the PJM approach to FCRs so work can continue in that area. Also, the ISO will need to
understand ESCA's unit commitment product which is the basis for the day-ahead market
and which is not currently used by the ISO. Installation of that product and its use by the
ISO to gain experience can continue since that product will be used for MSS regardless
of the approach taken.

The ISO has also entered into a Letter of Intent with PJM and ALSTOM ESCA to
work together to implement the Standard Market Design at the ISO. The three parties
will work to negotiate contracts over the next month.

The following action items and timeline have been established to seek the
necessary approvals on the ISO's recommended approach:

Action Target
Completion

Seek approval of desired approach from NEPOOL market May 2001
participants
Establish contracts between the ISO, PJM and ESCA based upon the April 2001
Letter of Intent
Continue work on CMS/MSS activities that are independent of the April 2001
approach taken and beyond
File for approval of a change in approach with the Commission and a May 2001
schedule for completion
Update the work plan and schedule for CMS/MSS to reflect the May 2001
selected approach including identification of phase in opportunities
Obtain a decision from the Commission July 2001

10
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Comparison of Current Markets in New England, New York and PJM Attachment A

SHADED AREAS INDICATE CONVERGENCE
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New England Today PJM Today
Market Structure Sin le Settlement

Energy
Conge3tion Pricing None. Uplift

inning Reserves
Market Yes3Sing.l Settlement Yes No

Bid + Lost Opportunity Cost Assumed included in 3.
Payment X I(LOC) Bid + LOC Part Bid

Non-Spinning Reserves
Market Yes-Single Settlement Yes No
PaymOntS Bid Bid ps LOC No

Regulation
Market

Payment

Installed Caacity

Market No-Deficiency Charge
Il/A

External Transactions
Transmission Reservations No
Short Notice Transmissions 30 Minutes
Curtailment Tariff/Economics Economics Tariff

SHADED AREAS INDICATE CONVERGENCE
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Comparison of New England Market with Planned CMS Attachment B
and Today's Markets in New York and PJM

New England
With CMS New York Today PJM Today

Market Structure Single Settlement MI.. i .ei
Energy

Congestion Pricing
Bidding | [

Spinning Reserves
Market Yes-Single Settlement Yes No

Bid + Lost Opportunity Cost Assumed included in 3-
Payment (LOC) Bid + LOC Part Bid

Non-Spinning Reserves__
Market Yes-Single Settlement Yes -No
Payment _Bid Bid plus LOC No

Regulation
Market

Pa meit
Installed Capacity

Market INo-Deficiency Charge 1066~ | ao,*nV ,
aidding No.Deficiency Charge

CMS Transactions
Transmission Reservations Yes or Out No Yes
Short Notice Transactions 30 Minutes

SHADED Curtailment Tariff
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Comparison of New England Market with Planned CMS/MSS Attachment C
and Today's Markets in New York and PJM

New England
With CMSIMSS New York Today PJM Today

Market Structure M . iJii lgign, :i
Energy

Congestion Prlcing .. . . . ..
Bidding R e.___

Spinning Reserves
.•~~~~~~ _ _~~~~~~~~~~No -- Market Under

Market Ds evelopmentIS11~~~~~~~ SD I _ _Assumed included In 3.
Payment '1B 1 _ er- @ _ti _ s Part Bid

Non-Spinnina Reserves
Market | No
Payment No '

_ Regulation
Market 7

Installed Capacity

No.

CMSiMSS Transactions
Transmission Reservations Yes - Through or Out No Yes
Short Notice Transactions 30 Minutes
Curtailment Tariff

SHADED ,_
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ATTACHMENT D

Feature NPJM ISO New England _

(1) Real-time PJM currently dispatches using ACE and ISO New England co-optimizes energy

Dispatch Signals a composite incremental cost curve to and spinning reserve and then accounts
dispatch the power system. for non-spin and AGC in its dispatch

signal
PJM uses manual process

ISO New England has an infrastructure

built to handle this.

(2) Real-time LMP PJM supports ex post price calculations, ISO New England produces the LIMP
Calculation the dispatch signal refects desired output and the dispatch signal at the same time

and LMPs are then based on actual (ex ante price).
system conditions. (ex post).

(3) Losses in LMP PJM does not include losses in its LMP ISO New England includes losses in its

Calculation calculation. PJM does not currently LMP calculation.
implement penalty factor dispatch and it

may be a few years before the
infrastructure is in place to support this
function.

(4) Eligibility to Set PJM has established criteria for allowing ISO NE has issues to resolve with real-
LMP a generator to set locational price. time dispatch and pricing, including

determining when generators are eligible
to set clearing price

(5) Regulation PJM did not require this capability. ISO New England needs the capability to
Market support multiple AGC ranges for -

aggregated generators and large steam
units.

(6) Transaction PJM uses an internet-based tool, EES, to ISO New England is currently
Scheduling Tools support bilateral transactions scheduling evaluating transaction-scheduling tools.

activities. Associated with EES is the
TMS, which is the dispatcher interface to
the EES database.

(7) SPS ISO New England needs the ability to
Enhancement in support special protection systems
SFT procedures via the operator interfaces for

the two-settlement and congestion
management systems.
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ATTACHMENT D

(8) Dispatch PJM dispatchers log all scheduling and

Management generation activities in a tool called the

Tool DMT. The DMT is also dispatchers'
interface into the Markets Database and

is used to administer the regulation
market, as well as support settlement
processes.

(9) Settlements The settlements redesign and coding

Redesign schedule will be longer for CMS/MSS
implementation compared to a CMS only

implementation but shorter than
implementing CMS followed by a MSS
implementation.

(10) Virtual Offers PJMs market design supports both ISO New England current supports

and Bids increment offers and decrement bids virtual demand only.

(virtual supply and demand).

(11) Generator Offer PJM's generator offer data includes data ISO New England does not currently
Data parameters that ISO New England does require (but will with the

not currently require, such as notification implementation of NCPC), Startup and

times and hot, cold, and intermediate No-Load costs. Some aspects of

start-up times, notification times are and will be

different between ISO-NE and PJM.
PJM allows only single incremental curve
or block per day.

(12) Real-time PJM supports limited re-bidding period ISO New England supports real-time
Offers the day prior to the operating day during offers, allowing generating resources to

which participants can modify price and submit changes in price and quantity.
quantity. During real-time PJM supports
quantity and unit status changes only; no

hourly financial re-bidding.

(13) Reserve PJM plans to support one reserve product, ISO New England plans to include three
Markets a 10-minute synchronized reserve product. reserve products in their market

implementation: 10 minute

synchronized reserves, 10-minute non-
synchronized reserves, and 30-minute

reserves. All three reserve products are
priced during the day-ahead market

SHADED AREAS INDICATE CONVERGENCE
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ATTACHMENT D

(14) External The PJM Open Access Transmission Tariff The current NEPOOL Open Access

Transaction is a reservation - based physical Transmission Tariff has moved New

Scheduling transmission rights model England toward a financial transmission
service model ISO New England has

planned on implementation of a full
financial transmission service model

under CMS/MSS.

(15) Willing to Pay The PJM Open Access Transmission Tariff The NEPOOL Open Access

Congestion allows Participants the option of paying Transmission Tariff would allow an up to

Transmission congestion with non-firm transmission congestion bid price for through bilateral

Service service for all external bilateral transactions under a financial
transactions under a reservation-based transmission service modeL

physical transmission rights model.

(16) Economic PJM supports several options for external
Options for transactions, including fixed.

Bilateral dispatchable, and up-to congestion (day-
Transactions ahead market only).

(17) OASIS Phase 2 The NERC initiative is to support 'frag

tagging", allowing a transaction schedule
for each piece of a transactions to be
developed and then the pieces are fit

together to form a complete transaction.
File posting, using XML technology, will
be used to implement this capability.

There will probably be some type of
common interface developed, but this is
yet to be resolved. This requires a more
standard model to allow inter-regional
transactions to be linked. Target

implementation is Fall 2002.

(18) Self Scheduling PJM support self-scheduling of regulation
Ancillary service and plans to support self-

Services scheduling of spinning reserve service.

(19) Posting Market PJM does not post any non-binding energy ISO New England currently posts non-
Information prices. binding forecasted prices, based on load

forecast and unit commitment.

(20) Capacity PJM currently supports a capacity ISO New England recently eliminated its
Market market, based on an installed capacity capacity market. Loads engage in

requirement PJM supports self- bilateral transactions to meet their
scheduling, bilateral transactions, and obligations.
market access.

SHADED AREAS INDICATE CONVERGENCE
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ATTACHMENT D

(21) Verification of PJM currently posts verified LMPs by ISO New England flags real-time LMPs

LMPs noon the day following the operating day. that may be incorrect Verification
occurs within 5 business days.

(22) Internal ISO New England supports significantly
Bilateral more settlements activity for internal
Settlements bilateral

(23) Energy ISO New England supports hourly limit
Ramping and self-schedule transition logic.
Capability

(24) FTR Allocation There is a difference between the PJMI
and the planned ISO New England
process for allocation of FTR revenue.

SHADED AREAS INDICATE CONVERGENCE
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ALLIANCE TO April 3,200i

SAVE ENERGY
Third Decade of Leadership

Senatr Jelf Bingaman The Honorable Spencer Abraham
cChrf Secretary of Energy
Dean T. Langord
President. OSRAM svAN,4 MC. 1000 Independence Avenue, SW

SVeanesM. Jelords Washington, DC 20585Senator James M. Jellords 
6

Representative Edward I. Manke

hales H. Percy RE: Federal Agency Response to California Electricity Crisis
Chr Enm
Daniel J. Evans
The Late H. John Heinz 1 Dear Secretary Abraham:
Timothy E. Wirth

DaMi M. Nemtow I commend your remarks last Sunday on ABC concerning the federal
Tre.aurer
Michael E. Barret government's need to help avoid future California power shortages. I strongly
Partner. Ernst & Young P encourage you to assist federal agencies by whatever resources at your

Mark Hsokis disposal to reduce unnecessary energy use and accelerate investments in

Jn Adars energy-efficient technologies to reduce summer power demand.
Executive Director
Natural Resources Defense Council

HeniClaude BEaily For over a decade, the Alliance to Save Energy has advocated ways to reduce
Presiden. HenrCloe Bain/. UC

President de Baifederal energy use and relieve the taxpayer burden through wise energy
Michael R. Bosignore

hairman and ChiefEecute Ocr efficiency investments. In January, the Alliance's Federal Energy
Honwell International

Stephen robeck Productivity Task Force, which I chair along with Paula Prahl of Honeywell,

Con Federateonof Aeria provided the Bush Administration six simple actions (attached) that could
Dr. Mariln A. Bion dramatically reduce federal energy use. Our task force, comprised of over 30
Deputy Director
rEn ESency and ReneRwabe Energy companies and organizations who work closely with federal energy managers,

Ridge ationa L* y stands ready to assist you by tapping their expertise.
Thomas L Caltrider
Senior Vic President. nsulation Group
Johns Marvlle

anes H DeGalenreid J. Again, your recognition of the contribution federal agencies in California can

CWashmron r' C"as make to help avoid a summer energy crisis is commendable.
Thomas K. Dreessen
Presidentd Chrel Et leek Mhie Offl *
EPS caal coroaion Sincerely,
John C. Fox
Managing Director
Perseus. L.L.C.

S. David Freeman
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Federal Energy Management
Saving Taxpayers A Billion Dollars a Year

Recommendations from the Alliance to Save Energy's
Federal Energy Productivity Task Force

Since 1995, the Federal Energy Productivity Task Force, comprised of 34 companies and organizations
that market energy-saving products and services, has monitored the performance of federal-energy
saving efforts. The Task Force, chaired by Jared Blum of Polyisocyanurate Insulation Manufacturers
Association and co-chaired by Paula Prahl of Honeywell,
worked to encourage federal agencies to implement fully Members of the Federal Energy
the Presidential Executive Order 13123 on federal energy Productivity Task Force
saving and the complementary goals outlined in the Energy
Policy Act of 1992. Alliance to Save Energy

Alliance for the Polyurethane Industry
American Gas Association

In 1997, the Task Force issued a groundbreaking report American Gas Cooling Cnter
entitled Leading by Example: Improving Energy Andersen Corporation
Productivity in Federal Government Facilities, which Armstrong International
recommended how to improve the Federal Energy Battelle
Management Program (FEMP) based on experience in the CertainTeed Corporation
private sector. Near the end of the Clinton Administration, Conservation Management Corporation

Edison Electric InstituteExecutive Order 13123 was issued to implement many of Eon c Inst tu t

our recommendations. E-Monour recommendations. ___ ___ __ Energy Systems Laboratory (Texas

To date, we estimate that FEMP has saved taxpayers EnroEnron
more than $8 billion in energy costs in the government's Fannie Mae
500,000 buildings. Geothermal Heat Pump Consortium

Honeywell
Johns Manville Corporation

The Task Force continues to assess agency performance, Johnson Controls
providing private sector assistance and recommendations Lawrence Berkeley National Laboratory
and would like to continue its role with the Bush National Insulation Association
Administration developing new policy initiatives and National Renewable Energy Laboratory
helping agencies make wise energy efficiency investments. North American Insulation

Manufacturers Association
Ogontz

Why Bother with Saving Energy OSRAM SYLVANIA
Owens Coming

o We Can Save the Taxpayers An Additional Billion Pacific Gas & Electric Company
Dollars a Year - Reducing energy use in government Polyisocyanurate Insulation

Manufacturers Association
facilities by installing the latest, cost-effective energy Public Seric oan o ico

Public Service Company of New Mexico
efficient technologies and improving energy Sempra
management practices offers the Administration a great Solar Energy Industries Association
way to save taxpayers as much as a billion dollars a Swagelok
year.' Sensible energy management also increases Washington Gas
employee productivity and minimizes environmental Whirlpool Corporation
impacts. We estimate this effort would generate $5 Xencrgy
billion in economic activity and purchase of advanced
energy technologies.

Estimates based on research from U.S. Department of Energy, Alliance to Save Energy, Office of
Technology Assessments and Pacific Northwest National Laboratory
Transition2001_2 4/3/01



o The Private Sector Strongly Supports This Effort - The private industry strongly supports
government efforts to improve energy productivity through energy efficiency. Companies have the
off-the-shelf technologies - insulation, windows, controls, HVAC systems, controls and metering -
needed to make it happen. They also have a wealth of experience on how to reduce energy costs
that they are willing to share and offer a range of alternative financing solutions that agencies can
use to make improvements at no up-front cost to the government.

o Leading by Example - Consumers, businesses, and governments The Role of DOE FEMP
throughout the world look to the United States as a model of
economic productivity, efficiency, responsibility, and high While DOE FEMP leads the
quality of life. Effective management of the federal government's efforts to
government's energy use demonstrates the new Administration's improve energy management,
and nation's commitment to use energy resources wisely, clean it doesn't have the authority
up the environment, increase economic productivity, and reduce to mandate agencies to act.
the federal debt. However, FEMP is doing an

important job through its
guidance and technical
assistance to federal agencies
and the Office of

Task Force Policy Recommendations Management and Budget.
FEMP, after years of under
funding, now receives $27.7

The Alliance's Federal Energy Productivity Task Force recommends fmnding, now receives 27.7
that the Bush Administration adopt the following policies to greatly believes that recent funding
enhance the Federal Energy Management Program: increases were necessary to

provide critical project
1. Make Federal Energy Productivity a Presidential Priority and iancin assistance.

HIold the Agencies Fully Accountable-- Ensure that federal energy productivity is a management
priority by appointing energy management czar within the Executive Office of the President to hold
agencies accountable to implement fully the program's goals. Experience has shown that without
presidential leadership on this issue, agencies will drop the ball.

2. Establish Energy Efficiency Investment Goals - Set goals for each agency requiring them to invest
at least 10 percent of their annual utility cost in life-cycle cost-effective energy-efficiency
improvements to ensure they meet their energy-saving goals and create more productive and healthy
work environments for their employees.

3. Get the Department of Defense More Involved -- Since DOD owns 80 percent of government
buildings and uses 65 percent of the energy, FEMP can only succeed with DOD's active
participation. Reducing military energy demand enhances national security and frees additional
resources for core missions. DOD needs to establish senior energy management team within Office
of Secretary to communicate their seriousness on the issue.

4. Expand Financial Options - Financing improvements is often one of the biggest barriers agencies
face. The Administration should use the successful funding model offered by the Texas State
government energy improvement loan program, LoneSTAR, to create a new, low-cost pool of retrofit
funds to supplement appropriations and third party financing.

5. Maximize Energy Efficiency Opportunities in Unregulated Utility Markets - When agencies
purchase lower cost and green power in restructured electric and gas markets, the Administration
should ensure they incorporate energy saving and peak demand measures.

Transition2001_2 4/3/01



Alliance to Save Energy

Federal Energy Productivity Program

Federal Energy Waste

The U.S. federal government is the nation's single largest energy consumer. Civilian and defense
agencies spend $3.5 billion annually to heat, cool, and power over 500,000 buildings. The Alliance
to Save Energy and the former Congressional Office of Technology Assessment have estimated that
the federal government could save $1 billion annually if it installed currently available, cost-effective
energy-efficient products. To capture these savings, Pacific Northwest National Laboratory
calculated that an investment of $5.2 billion in insulation, energy efficient windows, energy
management control systems, efficient appliances and office equipment, lighting, heating and cooling
equipment, metering, and steam traps is needed.

Federal Energy Productivity Program

Alliance's Federal Energy Productivity Program partners with the private sector to help Congress and
federal agencies reform policies and increase investments in energy-saving technologies. Our efforts
are supported by the Federal Energy Productivity Task Force, comprised of representatives from over
30 businesses and organizations that provide energy-saving products and services to the federal
government. Chaired by Jared Blum from the Polyisocyanurate Insulation Manufacturers
Association and co-chaired by Paula Prahl of Honeywell, the Task Force meets regularly to discuss
important federal energy management programs and policies.

In 1998, the Alliance-led Task Force issued its landmark report, Leading By Example: Improving
Energy Productivity in Federal Government Facilities. The report describes the tremendous energy-
saving opportunities in federal facilities and outlines a series of recommendations for improvement.
Many of them were incorporated into Presidential Executive Order 13123 that sets stringent new

goals for agencies to reduce energy use and greenhouse gas emissions, increases agency
accountability, and gives the Office of Management and Budget greater responsibility for
compliance.

Executive Order 13123 may be downloaded at www.eren.doe.gov/femp/aboutfemp/exec 13123.html.
A copy of the 1998 Alliance report may be downloaded at www.ase.org/profess/femp/index.htm.

0403/o0o
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April 4. 2001

Spencer Abraham
Secretary of Energy
U.S. Department of Energy
1000 Independence Ave., SW
Washington, DC 20585

Dear Mr. Secretary:

Our company, Dais-Analytic Corporation, is an energy technology firm working
on polymer materials and fuel cells. We have been developing novel membrane
materials in many energy related applications since 1994.

One of our key accomplishments in fuel cells has been our development of low
cost membrane materials, where the efficient transport of water is a critical
property. We determined that these same membranes would work well in other
moisture and energy transfer applications, such as in energy recovery ventilation
equipment.

Last year along with Enron Corp and Dow Chemical, our strategic partners, we
conclusively demonstrated the material's potential in a membrane-based energy
recovery ventilator application.

We have conducted industry-accepted tests (ASHRAE) in actual HVAC systems
with results showing the system's ability to transfer moisture was increased by
30% (or more). We have engaged third party firms to corroborate and validate
our findings.

Simply stated, when integrated with popular commercial heating ventilation and
air conditioning units this technology can return more than $.30 on the $1.00 in
energy costs. Can you imagine the immediate impact of this technology in
California?

In retrofit applications we see complete payback in twenty months or less, and in
new installations the payback Is potentially immediate given the lower capital cost
involved as the HVAC equipment size is reduced.

In the past energy recovery ventilation technology has had limited consumer
penetration; candidly, the value proposition was not always compelling. The
introduction of this simple, cost effective, membrane based technology can alter

B
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that value proposition and dramatically reduce energy consumption, peak usage,
and help save our environment.

Your department is balancing a myriad of critical situations ranging from rising
energy costs to an insufficient supply of energy against the need to be good
stewards for the our land, air, and water. That is a tall order by any measure.

We wish to help. I submit one of the fastest ways we can get energy saving
technology into the marketplace is to have the backing of one of its largest
potential customers - the US Government. We are looking for your department's
support - not in the form of grant money - rather the opportunity to prove the
value of our technology in government installations.

Sadly many U.S. businesses fear the new technology transfer process and will
only subscribe when the demand for the new technology is created. We also
submit the demand for energy efficient technology is now and would like to
accelerate the implementation process.

May I please ask to hear back from you or one of your representatives to discuss
our exciting technology?

Please contact me at your earliest convenience on 727.375.8484 X205.

Thank you.

Sincerey.

Timothy N. Tangredi
President/CEO

Cc Honoable Senator Bob Graham
Honorable Senator Bil Nelson
Honorable Congressman Michael Biirakis
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April 11,2001

The Honorable Spencer Abraham
Secretary of Energy
1000 Independence Avenue, S.W.
Washington, DC 20585

REF: National Energy Policy Briefing for European Officials

Dear Mr. Secretary:

On behalf of the Board of Directors and Members of The European Institute, we would like to
invite you to present the US. National Energy Policy to our Roundtable on Energy, Environment
and Transportation. The Roundtable examines questions related to energy and sustainable
development within the context of evolving policies in Europe and the U.S.

This meeting would include senior representatives from 24 European countries at a time and
place of your choosing.

The Roundtable on Energy. Environment and Transportation also includes Airbus Industrie of
North America, American Forest & Paper Association, BMW (US) Holding Corp., The Boeing
Company, British Nuclear Fuels Ltd. (BNFL), COGEMA Inc., DaimlerChrysler, Delta Air
Lines, Inc., Electricite de France, ENI, Enron Corporation, Exxon Mobil Corporation, General
Electric Company, IBM Corporation, Lafarge Corporation. Lufthansa German Airlines, Nuclear
Energy Institute, Siemens AG, and Swissair/Sabena.

European and corporate officials are eager to initiate a transatlantic energy dialogue to better
understand the U.S. approach to meeting its energy needs.

We would be honored to receive you for this important meeting. If you or your staff have any
questions, please call us at (202) 895-1670 or email: sfaulkner@europeaninstitute.org.

Sincerely, ,

Scot M. Faulkner ueline Grapin
Executive Director President

A
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University of Colorado at Denver

Wirtb Chair h EnvironmeJ and Community Devbeopment Poliy
Imttt1t for Pocy R eardh and Implemtatia
1445 Market Stredt Suite 350
Dra, Colorado 802U2-1727
Phone: 303-820-5676
Fax: 303-534-774

April 17, 2001
Hon. Spencer Abraham, Secretary of Energy
U.S. Dept. of Energy
1000 Independence Ave., SW, Forrestal Bldg
Washington, DC 20585

Dear Hon. Abraham:

The Western States face major power problems; some have called it a power crisis. The Governors have
proposed policy recommendations to assure a predictable supply of power. Many business and non-profit
leaders have suggested alternatives to meet power needs.

The CEO Coalition to Advance Sustainable Technology and the Wirth Chair at the University of
Colorado at Denver would like to invite you to participate in a strategic Leadership Forum on
Securing a Sustainable Energy Future for the Western United States. The Forum is supported by
CH2M-Hill and the U.S. Department of Energy. It will occur May 22 and May 23, 2001 in the Denver
Chamber of Commerce's 4d' Floor Board Room at 1445 Market Street in Denver.

We are attaching the Forum's agenda. It identifies the outstanding group of confirmed speakers and
discussants. They include: Governor Jim Geringer of Wyoming; Ken Lay, Chairman of Enron; Ralph
Peterson, President and CEO of CH2M Hill; Bill Keese, Chair of the California Energy Commission;
Admiral Richard Truly, Director National Renewable Energy Laboratory; Nora Mead Brownell,
Nominee, Federal Energy Regulatory Commission; Gary Goldberg, President and CEO of Kennecott
Energy Company; Peter Cartwright, CEO of Calpine; Jeff Sterba, President and CEO of Public Service
Company of New Mexico; and, Paul Yahouse, President and CEO of Holnam Corporation.

The Forum's objective will be to increase understanding of power problems and power needs in the
Western States. Participants will discuss the lessons learned from California. As important, we will
explore future power needs in the West and we will begin to define strategic policy opportunities to
convert the "power crisis" to a predictable sound energy future-a future consistent with shared economic
development and environmental goals.

We only are inviting key CEOs from business as well as senior government and NGO leaders from the Western
States who are involved in or can impact power and energy policy. Indeed, because we want the Forum to foster
direct interactive discussion, we are purposely limiting attendance to 70 leaders. As a result, we need to know
within the next few days whether or not you will join us. RSVP by faxing the enclosed reservation form to
us by April 27th.

We look forward to hearing from you.

Sincerely,

Marshall Kaplan David Olsen
Executive Director President
Institute for Policy Implementation CEO Coalition to Advance Sustainable Technology

A



University of Colorado at Denver

Wirth Chair in Environmental and Community Development Policy
Institute for Policy Research and Implementation
1445 Market Street, Suite 350
Denver, Colorado 80202-1727
Phone: 303-820-5676
Fax: 303-534-8774

Securing the Energy Future of the Western United States
A Regional Leadership Forum

May 22-May 23,2001
Denver Metro Chamber of Commerce Building

1445 Market Street, Executive Board Room, 4tb floor

Convened by:
CEO Coalition to Advance Sustainable Technology

and the Wirth Chair at the University of Colorado at Denverl

with Support from:
CH2M Hill and the U.S. Department of Energy

Agenda
Tuesday, May 22,2001

8:10 a.m. Welcome

David Olsen, Forum Co-Chair and CEO Coalition President
- Goals of the Forum

Rick O'Donnell, Deputy Chief of Staff for Policy, Office of Governor Bill Owens
- The Governor's Energy Principles and Concerns

8:25 a.m. Framing the Agenda

Ralph Peterson, President and CEO, CH2M Hill
- Putting Our Energy Needs in Context: Regional and National Challenges and
Environmental Stewardship

8:45 a.m. Causes of the Power Crisis and What We've Learned So Far

Bill Keese, Chair, California Energy Commission
- Causes of the Crisis

1 Marshall Kaplan, Executive Director of the Wirth Chair, will facilitate sessions

b



May 22-23, 2001 Agenda, page two

Discussants
Ray Gifford, Chair, Colorado Public Utilities Commission
Judi Johansen, Executive, Vice President, PacifiCorp
Matthew Brown, National Conference of State Legislatures

10:15 a.m. How Much Power Do We Need?

Doug Larson, Executive Director of the Western Interstate Energy Board
- Regional and State-by-State Energy Needs

Ralph Cavanagh, Energy Program Director of the National Resources Defense
Council
- How Much Can We Rely on Efficiency?

Discussants
Steve Kean, Executive Vice President and COO, Enron
Jeff Burks, Utah State Energy Manager
William Brack, Vice President, Phelps Dodge Corporation
Bill Chew, Managing Director, Standard and Poors

Noon Lunch: The Western Governors Action Plan

Lunch address by Wyoming Governor Jim Geringer
Overview of the Western Governors Association (WGA) Recommended
Objectives, Policies and Initiatives to Respond to Electricity and Energy Needs in
the West.

Commentary: Jim Souby, Executive Director of Western Governors Association
- Details of Western Governors Association's Action Plan and Next Steps

1:30 p.m. Framework for Considerations of Western Energy Alternatives

Admiral Richard Truly, Director of the National Renewable Energy Laboratory
NREL's Agenda - Moving the United States and the West Toward a Cleaner,
More Efficient and More Secure Energy Future

1:50 p.m. Regulation, New Technologies, and Transmission

Nora Mead Brownell, Nominee, Federal Energy Regulatory Commission
- Transmission Investment, Consolidation of Grid Operations, and Cooperation of
Regulated and Deregulated Systems



May 22-23, 2001 Agenda, page three

Discussants
Robert Dixon, Acting Deputy Assistant Secretary, Office of Power Technologies,
U.S. Department of Energy
Bob Anderson, Commissioner, Montana, Public Service Commission
Hank Habicht, CEO of Global Environment Technology Foundation
Charles Murphy, Managing Director, Merrill Lynch's Global Energy and Power
Group

3:30 p.m. Power Supply

Gary Goldberg, President and CEO, Kennecott Energy Company
- Potential and Challenges of Coal in the Western Electricity Mix

Peter Cartwright, Chairman and CEO, Calpine
- Potential and Challenges of Gas Fired Generation;

Rachael Shimshak, Executive Director, Renewable Northwest Project
- The Western Regional Air Partnership's Goal for Renewable Energy

Discussants
Jeff Sterba, CEO, Public Service New Mexico
Bill Becker, Director, Denver Regional Office, U.S. DOE

6:30 p.m. Reception-Denver Marriott Hotel
1701 California Street, Denver

7:15 p.m. Dinner-Denver Marriott Hotel

Dinner Speakers Chris Hessler, Chief of Staff and Chris Miller, Senior Minority Staff of the
U.S. Senate Environment and Public Works Committee:
What will the Administration and Congress Likely Do with Respect to
Energy and Related Environmental and Greenhouse Gas Emission Issues?

9:30 p.m. Adjourn

Wednesday, May 23

7:30 a.m. Breakfast

Dr. John Firor, National Center for Atmospheric Research:
- An Overview of Climate Change



May 22-23, 2001 Agenda, page four

8:30 a.m. Keynote

Ken Lay, Chairman, Enron
- Energy and Climate Realism in a Political World

9:00 a.m. The Convergence of Energy, Environmental and Greenhouse Gas Issues

Dr. Robert Repetto, Senior Wirth Fellow, University of Colorado
- An Overview of the Economics of Climate Change

Paul Yahouse, President and CEO, Holnam Corporation
- Mini Case Study of Holnam's Environmental and Energy Efficiency Objectives

Discussants
Dirk Forrister, Managing Director ofNatSource
Donna Kraisinger, Director of Health, Safety and Environment for the Western
U.S. Region, BP Amoco
Mike Miller, Energy Manager, Ball Corporation
Nancy Kete, Vice President of World Resources Institute
Dr. Ronald Follet: United States Department of Agriculture (USDA)

11:00 a.m. Wrap Up: Next Steps Toward Western Energy Policy

The final session will summarize the deliberations of the Forum. Participants will
assess areas of agreement and disagreement. Participants also will discuss
initiatives and actions to build common ground on policy issues.
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2001-011019

Department of Energy
Washington, DC 20585

May 31, 2001

Ms. Rosemary Straight
Executive Secretary
Federal Trade Commission
600 Pennsylvania Avenue, N.W. (Room 426)
Washington, D.C. 20580

Dear Ms. Straight:

Because the subject of this letter does not fall within the purview of the
Department of Energy, we are forwarding it to your agency for appropriate action.

If you have any questions, please call me on (202) 586-8923.

Sincerely,

Brenda L. Mackall
Work Group Leader
Correspondence and Records Management
Office of the Executive Secretariat

Prin d ith soy ink on cyced paper
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iah LOYOLA
UNIVERSITY
NEWORLEANS

SCHOO Of LAW
Gills W. Long Poverty Law Center

April 18, 2001

Mr. Spencer Abraham
Secretary of Energy
1000 Independence Avenue, S. W.
Washington, D.C. 20585

RE: Citizens for Change, et al v. All Natural Gas Providers
to Entergy New Orleans, et al

Dear Mr. Secretary:

Enclosed please find a copy of our Administrative Complaint and Request for Federal
Investigation Into Unfair Pricing of Natural Gas which we have filed this day.

Sincerely,

William P. Quigley -
Director

WPQ:fmw

Enc.

7214 St. Oares Avenue. Campus Box 902, New Oreans, LA 70118. Telephone 504.861.5762. Facsimile. 504.861.5426

L&



AIl)MINISTRATIVE CO-MPLAINT
AND

1Q1.'QU-ST FOR FED)ERAL, INVESTIGATI ON
INTO UNFAIR PRICING OF NAXTURAI. GAS

FILED WITH
UNI '1TE ST ATES l)EPARTM'EI'-I-NT OF ENERGY

ie 11- lA S 1)AND 1 N O JS'
UNITE'!) STATES I)EPA R 'M.ENT OF JUSTI CE

-Citizens for Change ;ind Alliance lor Affordable Energy
On behalf of Utility Consumers and Ratepayers of New Orleans

Versus

All Natural Gas Providers to Entergy New Orleans and Each and Every Supplier To or
Participant In the 'Henry Hub' Spot Market and Futures Piicing Mechanism Operated by the

New York Mercantile Exchange

A DMINISTRATIVE COMjPLAINT AND
REOUEST FOR INVESTIGATION INTO UNFAIR PRICING BY

TIlE NATURAL GAS PROVIDERS TO ENTERGY NEW ORLEANS AND ANY AND
ALL (OTHER SUPPLIERS TO OR PARTICIPANTS IN THE SO-CALLED 'HENRY

IHUB'

Summary

Over the past several months, the citizens of New Orleans were charged natural gas prices
more than 400% higher than the prices for the same product in the past several years. While the
average cost for natural gas was around $2.50 per thousand cubic feet for the past several years,
the cost for natural gas was $10.08 per thousand cubic feet in December 2000 and rose to SI 1.67
per thousand cubic feet in January 2001. These 400/ higher prices were charged to ratepayers
despite statements by the Natural Gas Association, the latest in March 2001, that the wholesale
prices for natural gas were 100% higher than last year. The undersigned asks the U.S.
Deparment of Energy and the U.S. Department of Justice to conduct an expedited, wide-ranging
investigation into this matter. If unfair pricing is found, the agencies should pursue all available
civil ind criminal remedies against those involved and order that ratepayers be immediately
refunded whatever unfair prices were charged.



Complaint and Call for Investigation

This compia is being file! by i;c organizations Citizens lor Change and the Alliarce
for Affordable Enerl on behalf of all th; ralepavers in the Cily of New Orleans, particularly the
elderly, the wvorkling poor. and those on fixed incomes. It is hein fi led aga;inst the stuppliers of
natural gas 10 the cilizens of New Orleans.

Eri,;crg- Nc'.- Orleans (hereafter Entergy) is the local distribution company for n:il!!-;l *as
opclralin :x ii:-;: i;.i !':iT!nljaries ol O;-lc;!ai P::rish in Louisiana. The price of natural :;!s '<

passed o; io i;,.'- . '\: it.oncr\ nIeieans oi ; .;' Cilty Gate Ad jusitmeni. 1m automatic l.pass?-lhr!'.ti'

clause on urilit; biiis lhan reimburses Eniergy for the cost of na;n'ril gas.

Throughout the last few years. the City Gate Adjustment in Orleans Parish has been
approximately $2.50 per thousand cubic feet (hereafter Mcf) of natural gas.

In December 2000 the City Gate Adjustment for natural gas was $10.0882 per thousand
cubic feet. In January 2001, the City Gate Adjustment was $11.6699.

Entergy has publicly advised New Orleans that they charged customers five times as
much for the same amounts of natural gas that they were providing last winter.' Though Entergy
has not advised the public who these suppliers are or what exactly the charges were, petitioners
are asking that the U.S. Department of Energy and the U.S. Department of Justice find that
information out in the course of the investigation into whether or not these prices were fairly and
legally charged to ratepayers in New Orleans.

To the best of our knowledge, the companies that provided natural gas to Eniergy during
December 2000 and January 2001 include the following:

Apache Corporation
Bridgeline Gas Distributors
Texaco Natural Gas Incorporated
Coral Energy Resources LP
Devon Energy Producers Company LP
Enron North American Corporation
Koch Gateway Pipeline Company
LGS Intrastate
MidCoast Marketing Inc.
Western Gas Resources, Inc.

See Entergy web site report on high gas problems in New Orleans: www.enteryv-
neworleans.com/gas/ "This winter we have had to pay five times as much for the gas acquired for
our customers than a year ago."
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This complaint does not accuse any single one of these companies of illegal conduct but
asks for an investigation into :n inioleralbk situation that has caused considerable hardship for
tens of thousands of f.::miies which have had to pay crushingly high utility bills. The facts show
that the price of na;url;i e;ls was 100%;. h:hi- ,- in he winter, but that customers in New Orleans
were charged rates 4 and 5 limes higher thaln ith;l. The customers do not know how this
happened or who caused ihis. That is why ihis iinvestigation is being requelsed. For the sake of
justice. this matter Inusl be investigated.

The undcr'i'i'.wi .':t-'c no specific cv;dci.cc !hat any individual nat ;!ral gas marketer
.nld/ort supplier \ lii, ;i :! iL::!!v .'UpplV nill;':ii t :;: io Enmergy has any n-ore or less culpabilii'.. :
:i v! exists, for Cthe hi. _t i;rice inclreases sec;i i!;- ;. i:;ler than any of the (o.ilh.'i market particip:;!;i:
Thai is why we are l,'so including all of the suppliers to and/or panicipnits in lthe Henry Hub
pricing mechanism in our complaint. If this inquiry uncovers other companies involved in
providing natural gas at unfairly high prices, this complaint asks that those companies be
included in the investigation.

The price of natural gas for resale (also known as burner-tip gas) cited on bills by Entergy
throughout the winter 2000-2001 has been upwards of 400% higher than average natural gas
prices over the last several years.

This sharp increase is a primary cause --along with greater usage of natural gas due to the
return of a "normal," i.e. colder, winter-- that Entergy gas bills for residential customers were
typically 200%-300% higher than last year and continue to be significantly higher.

Tens of thousands of families in New Orleans have been unable to fully pay utility bills
that even Enteroy admits on their web site are "outrageously high." Families are being forced to
choose between paying their utility bills and paying for other necessities of life. More than
40,000 homes in New Orleans have been unable to pay their monthly utility bills in full and on
time in the winter of 2000-2001 because of these outrageously high bills. The high bills have
forced customersto start paying their bills on the installment plan or.risk termination of utilities.

Entergy purchases gas through a series of gas marketers and suppliers governed by
several types of contracts: finn contracts, some with a set amount at a firm price and the rest
indexed to the Henry Hub -- an actual terminus of a large group of gas pipelines in Henry.
Louisiana that is used as an index of spot and futures market prices by the New York Mercantile
Exchange-- and other contracts with the entire amount indexed to the Henry Hub: and
interruptible contracts which allow for natural gas purchases from time to time on the spot
market, i.e. directly at the Henry Hub price.

The spot prices on the Henry Hub during the winter of 2000-2001 have mirrored the
resale gas prices in Orleans Parish. The prices on the Henry Hub have averaged about $2.17/Mcf
over the last several years but skyrocketed to beyond $10/Mcf in January 2001.
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Notwithstanding aIn unique, poorly designed regulatory policies in Orleans Parish or
imiprudent act(s-) that Enteryv may or may not have made concerning its local franchise
responsihbiiitv this wincer isc-vr;:l dockets have hcen estahlished before Entergy's regulator. the
Ne\\ Orleans Cil' Counci!. which will i:eview these issjcs). the unprecedented high prices and
vol;!ilily of the Henry Hub natural gas prices retquir :I:; investigation and a response by the

Dep;!.tment of Justice and the Department of Energy u' :ensure the public h; s been f.ai-ly treated.

Elnergy and their reulila;ior. ihe Cily Couni;ci l .iNew Orleans, have made numerous
;,-.ii-'i; :I:emcns :Jckno.icdin,-: Ihe problem of nmui :- i'iher natural gas prices. For example. in

:: .i :':l . 20()1 public !c'-l; rc! -::ed i\v formc -:, ';, ,.:i;:' judge Eddie Sapir. now; Councilnmin
:;i.'::'r:c ;and Chairm: i l' 11 ' - '.f . 'iil. (.'o;llilci i " Ne Orleans City Cou!;c;!. lit .A:ioinele

li;i;-rll-Mlillcr. a parny to this complaint ;and org;ni..e:! 11. f Cilizens for Change. and Glar L.
Groesch. another party to this complaint and executive Director of the Alliance for Affordable
Enerlg, Councilman Sapir states "while [the Council does] have regulatory authority over
Entergy, we have no authority over the gas producers who have taken advantage of market
conditions and run the cost of gas up from less than $2.50 per MCF last year to over $10 per
MCF this year during the time when our ratepayers needed the gas most to stay warm. These gas
producers have reaped huge profits on the backs of our citizens." Likewise, Entergy has publicly
stated that home heating bills in New Orleans are "in comparison to previous years, outrageously
hioh."-

If the operation of the Henry Hub has been illegally manipulated, warped, or thwarted by
those with the market power, then the U.S. Department of Energy and the U.S. Department of
Justice have the statutory and public responsibility to find which companies have done this and
bring them to justice.

This complaint assumes that there was no collusion in the 400-500% increases in natural
oas prices between any of the companies which sold natural gas to Entergy and Entergy itself.
Therefore this complaint is not a call for an investigation of Entergy. However, if facts develop
in the investigation that call this assumption into question, this complaint should be expanded to
include all culpable parties.

Free markets are supposed to be the most efficient way to reflect the real value of a
commodity and give consumers a correct price signal. When a commodity like natural gas is
inextricably linked to the health and well-being of the consumer, the manipulation,
mismanagement, or simply misunderstanding of that commodity's market can quickly render
social injustice much faster than a system of regulated prices. however inefficient that earlier
system may have been.

See Entergy web site report on high gas problems in New Orleans: www.enterov-
neworleans.com/gas/ "We know that yourbills for natural gas this winter have been a shock. In
comparison to previous years, outrageously high."
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On September 26. 2000 the American Gas Association (AGA), one of the leading trade
associations of the iniui;!ri -as utilities in the United States told the U.S. Senate Committee on

Energy and Nattl-r Resiources that il expectcd a mere 25% increase in natural gas prices over- he
winter months of 200(U-001 with no natural ;.,s reliability problems at all. "We don't fly stand-
by," boasted Laurence M1. Downes. CEO of New Jersey Natural G::s Companpy! speaking on
behalf of American G:is Association. "we hlave a firm reservation." .iui .i weeks lal-er. ihe .AGA
issued a policy p1,:!'. cnl:itled "The Potenli:il Imp;ic of Higher Natural (;. I'rices ,*n Reside;-r ::;
i('usonic'.s." ('N<,,.o.';"ioc.:' i. 20)00) ; delailed, 1x.; hoc explanation o! \whvy r!::ura-; gal prices v ¢i'
.S!?i:iling out o! ,','i:.';i '.; ut; no visible ceill iin sight. In classic undcrslc;iteircni, the report

:'*nchliucs m" ': ci:'.!.-.:i..' r- will pay' siil2ni.';1' i\. ' i more for each unie s' : .:'i:!;al ,i s ihis x' in;er
!iin Ihcv did i;!': : ;.ic'

In January 200i, the U. S. Depanment of Energy advised the public that residential
customers could expect to pay about 70 percent more for their natural gas bills this winter. 3

Customers in New Orleans have been charged heating bills much, much higher than 70% over
what was paid last year. In fact, many customers were charged bills that were 200% to 300%
higher than ever before.

In March 200]. The Natural Gas Association, through its spokesperson Karen Hill, told
USA Today that wholesale prices for natural gas were 100% higher this winter than they were
last year.' Despite that, customers in New Orleans were paying 400-500% higher rates than last
year. Something is very, very wrong

Many of the elderly, working poor, and people on fixed incomes are being forced to
choose between paying their utility bills or cutting back on expenses for basic necessities. As the
hot summer days approach citizens have indicated that they xwill not be able to afford to cool
themselves for fear of incurring additional utilily costs. These circumstances are combining to
create both an economic and a public health problem for senior citizens and the poor in New
Orleans.

The Citizens for Change and the Alliance for Affordable Energy ask the U.S. Department
of Energy and the U.S. Department of Justice to conduct an investigation to see if there is indeed
unfair pricing by Entergy New Orleans and their suppliers in this matter.

The fact that Entergy New Orleans has charged customers five times what they charged

· "Residential Natural Gas Prices: What Consumers Should Know," National Energy
Information Center, U. S. Department of Energy, January 2001.

See www.eia.doe.gov/oilgas/naturalgas?analysis_publications/residential_natural

4 Thomas A. Fogarty, "Budget Billing Helps Gas Customers With High Heating
Costs," USA Today March 6, 2001.
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last year for the same amount of gas despite statements by the Natural Gas Association that the
wholesale price of natural gas is only 100% higher than last year is a cause for investigation.
Additionally, despite the estimate by the U.S. Department of Energy that home heating bills
would rise 70%, Entergy is charging bills much. much higher than that is another cause for
investigation.

If there is unfair pricing by natural gas suppliers, petitioners request that all available civii
and criminal remedies be pursued against those involved and that raiepayers be immediately
refunded wha3eve; unfair prices were charged.

Citizens for Change and the Alliancc for Affordable Energy request that this complaint be
handled on an expedited basis in order to reduce the injuries being suffered by the citizens of
New Orleans.

Respectfully submitted this ; / day of April, 2001.

WilliarmP. uigley \ Thomas Milliner
7214 S. C arles Avenue 300 Canal Street, Suite 2800
NewOrles, La 70118 New Orleans, LA 70130
504-861-5590 504-524-5297
504-861-5440 fax 504-586-8451 fax

Counsel for:

Citizens for Change Alliance for Affordable Energy
c/o Antoinette Harrell-Miller c/o Gary Groesch
PO Box 791578, 504 Julia Street
NOLA 70179-1578 NOLA 70130
504-949-1853 504-525-0778
fax 504-947-8763 fax 504-525-0779
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2001-010667 Apr 23 p 12:34

Electric Vehicle Association of the Americas

April 20, 2001

CO-CHAIRMAN The Honorable Spencer Abraham
William t. Ball Secretary

General Motors Corporation U.S. Department of Energy
Forrestal Building

CO-CHAIRMAN 1000 Independence Avenue, SW
Eugene W. Zeltmann Washington, DC 20585

New York Power Authority

VIt-CHnAIRMAN Dear Secretary Abraham:
John Wallace

Ford Motor Company It is with great pleasure that I write to invite you to speak at our 2001 industry conference,
the "EVAA Electric Transportation Industry Conference: Battery, Hybrid, Fuel Cell"

SECRETARY (ETIC), being held December 11-14 in Sacramento, California. You have been identified by
Edward Kjaer our Conferences Committee and Partners as someone that we "must have" in order to

Southern Colifornia Edison accomplish our goal of an interesting, informative and cutting edge agenda!

TREASURER
TREURER We are anticipating between 600 and 1000 attendees, many of whom will participate in the

Ray Geddes

General Energy Technologies Inc. Conference tour of the California Fuel Cell Partnership facilities. The conference partners-
CARB, California Energy Commission, California Fuel Cell Partnership, Edison Electric

CONFERENCES CHAIRMAN Institute, EPRI, the Environmental Research Institute of Michigan, the Natural Resources
Mike McCabe Defense Council, the U.S. Departments of Energy and Transportation, the U.S.

Ford Motor Company Environmental Protection Agency, and the U.S. Fuel Cell Council-predict ETIC will prove
to be the premier U.S. event for electric drive technologies, from batteries to fuel cells, this

MARKET DEVELOPMENT CHAIRMAN ye
Edward Kjaer

Southern Colifornia Edison
Southern Cliforni Edison It is my hope that you will participate in the Opening Session panel discussion, which will be

PUBLIC INFORMATION CHAIRMAN held on Wednesday, December 12 from 8:00 a.m. to 10:00 a.m. The topic of the panel is
Robert C. Stempel "Fuels of the Future: What's Required to Move Away from a Petroleum Based Economy."

Energy Conversion Devices Those invited to participate on your panel include John Wallace, Executive Director, Ford
Motor Co. Th!nk Group; Rodney Chase, Deputy CEO of BP Amaco; Ken Lay, Chairman

PUBLIC POLICY CHAIRMAN and CEO of Enron Corp.; Governor Gray Davis, State of California; Norm Mineta, US
Gary Paslow Secretary of Transportation; David Ratcliffe, President and CEO of Georgia Power

New York Power Authority Company; and Firoz Rasul, President and CEO of Ballard Power Systems.

EXECUTIVE DIRECTOR

Kateri allahan As a speaker, we would ask that you provide a I -minute, prepared presentation on the
session topic, and then participate in a question and answer period along with your fellow
session speakers. EVAA will be pleased to work with your staff on the development of any

701 Pennsylvania Avenue. NW presentation. Please let me know how I might best assist.
Third Floor

Washington, DC 20004 Thank you for considering this invitation. Our Conference Director, Katie Angioletti, will
202.508.5995 contact your office next week to determine your interest and availability in joining us in

fax 202.508.5924 December. If you have any questions, please feel free to call me at 202.508.5995.

P.O. Box 1383 With best regards
Burlingame, CA 94011

650.558.0526 '

fax 650.558.0527 ,S ncerely,

www.evaa.org

Kateri Callahan A
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100 Pennsylvania Ave_ N.W.
Suite 550. Mailbox 142
Washingion. DC 20004-3022
Tel: (202) 312-1230
Fax: (202) 682-1682

United States Energy Association

Chairma April 23, 2001
John M. Derrick. Jr.

Potomac Elcic Per2001-010711 4/23 P 2:34
Company

Vice Chairman The Honorable Spencer Abraham
John . Rice

GE Power Systems Secretary of Energy
U.S. Department of Energy

Pas Chairman 1 000 Independence Avenue, SW
Archie W. Dunham

Conoco. Inc. Room 7A-257

Washington, DC 20585
Executive Director
Barry K. Wonhinglon

Dear Mr. Secretary:

It is my pleasure to invite you to address the Annual Membership
Meeting of the United States Energy Association. This meeting will be
held in Washington, DC on May 8, 2001 from 12:00 noon to 4:00 PM
in the Ronald Reagan Building and International Trade Center,
located at 1300 Pennsylvania Avenue, NW, Suite 550. We would like
you to address the luncheon beginning at about 12:00 PM but will
accommodate your schedule if another time is preferable to you.

USEA is the broadest based organization in the energy arena. Our
membership encompasses every sector of the energy economy. Attached
is our Annual Report, which lists our Board of Directors on page two and
our complete membership list on page 16. USEA members will be
pleased to hear your insight into the approach to put in place a National
Energy Strategy.

One additional item to mention is that the recipient of our United States
Energy Award for 2001 will be recognized at the meeting. This year's
award recipient is your friend Ken Lay, Chairman of ENRON. I hope
you will be able to address this important gathering and look forward to
hearing from you.

Sincerely, /^

Barry K. Worthingo
Executive Director

BKW/kyg
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2001-010583 4/23 A 9:50

ADMINISTRATIVE COMPLAINT
AND

REQUEST FOR FEDERAL INVESTIGATION
INTO UNFAIR PRICING OF NATURAL GAS

FILED WITH
UNITED STATES i)EPARTMENT OF ENERGY

AND
UNITED STATES DEPARTMENT OF JUSTICE

- Citizens for Change and Alliance for Affordable Energy
On behalf of Utility Consumers and Ratepayers of New Orleans

Versus

All Natural Gas Providers to Entergy New Orleans and Each and Every Supplier To or
Participant In the 'Henry Hub' Spot Market and Futures Pricing Mechanism Operated by the

New York Mercantile Exchange

ADMINISTRATIVE COMPLAINT AND
REQUEST FOR INVESTIGATION INTO UNFAIR PRICING BY

THE NATURAL GAS PROVIDERS TO ENTERGY NEW ORLEANS AND ANY AND
ALL OTHER SUPPLIERS TO OR PARTICIPANTS IN THE SO-CALLED 'HENRY

HUB'

Summary

Over the past several months, the citizens of New Orleans were charged natural gas prices
more than 400% higher than the prices for the same product in the past several years. While the
average cost for natural gas was around $2.50 per thousand cubic feet for the past several years,
the cost for natural gas was $10.08 per thousand cubic feet in December 2000 and rose to $11.67
per thousand cubic feet in January 2001. These 400% higher prices were charged to ratepayers
despite statements by the Natural Gas Association, the latest in March 2001, that the wholesale
prices for natural gas were 100% higher than last year. The undersigned asks the U.S.
Department of Energy and the U.S. Department of Justice to conduct an expedited, wide-ranging
investigation into this matter. If unfair pricing is found, the agencies should pursue all available
civil and criminal remedies against those involved and order that ratepayers be immediately
refunded whatever unfair prices were charged.
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Complaint and Call for Investigation

This complaint is being filed by the organizations Citizens for Change and the Alliance
for Affordable Energy on behalf of all the ratepayers in the City of New Orleans, particularly the
elderly, the working poor. and those on fixed incomes. It is-being filed against the suppliers of
natural gas to the citizens of New Orleans.

Enlergy New Orleans (hereafter Entergy) is ihe local distribution company for natural gas
kDpciatlmi within the boundanies of Orleans Parish in Louisiana. The price of natural gas is
passed on to the cusomicr by means of the City Gare Adjustment, an atnoma)ic pass-through
clause on utility bills that reimburses Entergy for the cost of natural gas.

Throughout the last few years, the City Gate Adjustment in Orleans Parish has been
approximately $2.50 per thousand cubic feet (hereafter Mcf) of natural gas.

In December 2000 the City Gate Adjustment for natural gas was $10.0882 per thousand
cubic feet. In January 2001, the City Gate Adjustment was $11.6699.

Entergy has publicly advised New Orleans that they charged customers five times as
much for the same amounts of natural gas that they were providing last winter.' Though Entergy
has not advised the public who these suppliers are or what exactly the charges were, petitioners
are asking that the U.S. Department of Energy and the U.S. Department of Justice find that
information out in the course of the investigation into whether or not these prices were fairly and
legally charged to ratepayers in New Orleans.

To the best of our knowledge, the companies that provided natural gas to Entergy during
December 2000 and January 2001 include the following:

Apache Corporation
Bridgeline Gas Distributors
Texaco Natural Gas Incorporated
Coral Energy Resources LP
Devon Energy Producers Company LP
Enron North American Corporation
Koch Gateway Pipeline Company
LGS Intrastate
MidCoast Marketing Inc.
Western Gas Resources, Inc.

' See Entergy web site report on high gas problems in New Orleans: www.entergy-
neworleans.com/gas/ "This winter we have had to pay five times as much for the gas acquired for
our customers than a year ago."
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This complaint does not accuse any single one of these companies of illegal conduct but
asks for an investigation into an intolcrablecsituation that has caused considerable hardship for
tens of thousands of families which have had to pay crushingly high utility bills. The facts show
that the price of natural gas was 100%v higher in the winter, but that customers in New Orleans
were charged rates 4 and 5 times higher than that. The customers do not know how this
happened or who caused this. That is why this investigation is being requested. For the sake of
justice, this matter must be invesli2oaed.

The undersigned have no specific evidence that any individual natural gas marketer
and/or supplier which actually supply natural gas to Entergy has any more or less culpability. if
any exists. for the huge price increases seen this winter than any of the other market panicipants.
That is why we are also including ail of the suppliers to and/or participants in the Henry Hub
pricing mechanism in our complaint. If this inquiry uncovers other companies involved in
providing natural gas at unfairly high prices, this complaint asks that those companies be
included in the investigation.

The price of natural gas for resale (also known as burner-tip gas) cited on bills by Entergy
throughout the winter 2000-2001 has been upwards of 400% higher than average natural gas
prices over the last several years.

This sharp increase is a primary cause --along with greater usage of natural gas due to the
return of a "normal," i.e. colder, winter-- that Entergy gas bills for residential customers were
typically 200%-300% higher than last year and continue to be significantly higher.

Tens of thousands of families in New Orleans have been unable to fully pay utility bills
that even Entergy admits on their web site are "outrageously high." Families are being forced to
choose between paying their utility bills and paying for other necessities of life. More than
40,000 homes in New Orleans have been unable to pay their monthly utility bills in full and on
time in the winter of 2000-2001 because of these outrageously high bills. The high bills have
forced customers to start paying their bills on the installment plan or risk termination of utilities.

Entergy purchases gas through a series of gas marketers and suppliers governed by
several types of contracts:finn contracts, some with a set amount at a firm price and the rest
indexed to the Henry Hub -- an actual terminus of a large group of gas pipelines in Henry,
Louisiana that is used as an index of spot and futures market prices by the New York Mercantile
Exchange-- and other contracts with the entire amount indexed to the Henry Hub; and
interruptible contracts which allow for natural gas purchases from time to time on the spot
market, i.e. directly at the Henry Hub price.

The spot prices on the Henry Hub during the winter of 2000-2001 have mirrored the
resale gas prices in Orleans Parish. The prices on the Henry Hub have averaged about $2.17/Mcf
over the last several years but skyrocketed to beyond $10/Mcf in January 2001.
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Notwithstanding any unique, poorly designed regulatory policies in Orleans Parish or
imprudent act(s) that Entergy may or may not have made concerning its local franchise
responsibility this winter (several dockets have been established before Entergy's regulator, the
New Orleans City Council, which will review these issues), the unprecedented high prices and
volatility of the Henry Hub natural gas prices require an investigation and a response by the
Department of Justice and the Department of Energy to ensure the public has been fairly treated.

Entergy and their regulator, the City Council of New Orleans, have made numerous
public statements acknowledging the problem of much higher natural gas prices. For example. in
an April 2. 2001 public letter released by former state court judge Eddie Sapir, now Councilman
at Large and Ch.;irman of the Utilitv Comininee of the New Orleans City Council, to Antoinette
Harrell-Miller, a pany to this complaint aind organizer of Citizens for Change, and Gary L.
Groesch, another party to this complaint and executive Director of the Alliance for Affordable
Energy, Councilman Sapir states "while [the Council does] have regulatory authority over
Entergy, we have no authority over the gas producers who have taken advantage of market
conditions and run the cost of gas up from less than $2.50 per MCF last year to over $10 per
MCF this year during the time when our ratepayers needed the gas most to stay warm. These gas
producers have reaped huge profits on the backs of our citizens." Likewise, Entergy has publicly
stated that home heating bills in New Orleans are "in comparison to previous years, outrageously
high." 2

If the operation of the Henry Hub has been illegally manipulated, warped, or thwarted by
those with the market power, then the U.S. Department of Energy and the U.S. Department of
Justice have the statutory and public responsibility to find which companies have done this and
bring them to justice.

This complaint assumes that there was no collusion in the 400-500% increases in natural
gas prices between any of the companies which sold natural gas to Entergy and Entergy itself.
Therefore this complaint is not a call for an investigation of Entergy. However, if facts develop
in the investigation that call this assumption into question, this complaint should be expanded to
include all culpable parties.

Free markets are supposed to be the most efficient way to reflect the real value of a
commodity and give consumers a correct price signal. When a commodity like natural gas is
inextricably linked to the health and well-being of the consumer, the manipulation,
mismanagement, or simply misunderstanding of that commodity's market can quickly render
social injustice much faster than a system of regulated prices, however inefficient that earlier
system may have been.

2 See Entergy web site report on high gas problems in New Orleans: www.entergy-
neworleans.com/gas/ "We know that yourbills for natural gas this winter have been.a shock. In
comparison to previous years, outrageously high."
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On September 26, 2000 the American Gas Association (AGA), one of the leading trade
associations of the natural gas utilities in the United States told the U.S. Senate Committee on
Energy and Natural Resources that it expected a mere 25% increase in natural gas prices over the
winter months of 2000-2001 with no natural gas reliability problems at all. "We don't fly stand-
by," boasted Laurence M. Downes. CEO of New Jersey Natural Gas Company speaking on
behalf of American Gas Association, "we have a firm reservation." Just six x eeks later. the AGA
issued a policy paper entitled "The Potential Impact of Higher NaturalGas Prices on Residentiai
Customers," (November 6. 2000) a detailed. post hoc explanation of why natural gas prices were
spiraling out of control with no visible ceiling in sight. In classic understatement, the report
concludes "most consumers will pay significantly more for each unit of natural gas this winter
than they did last winter."

In January 2001 the U. S. Department of Energy advised the public that residential
customers could expect to pay about 70 percent more for their natural gas bills this winter.3

Customers in New Orleans have been charged heating bills much, much higher than 70% over
what was paid last year. In fact, many customers were charged bills that were 200% to 300%
higher than ever before.

In March 2001, The Natural Gas Association, through its spokesperson Karen Hill, told
USA Today that wholesale prices for natural gas were 100% higher this winter than they were
last year.' Despite that, customers in New Orleans were paying 400-500% higher rates than last
year. Something is very, very wrong.

Many of the elderly, working poor, and people on fixed incomes are being forced to
choose between paying their utility bills or cutting back on expenses for basic necessities. As the
hot summer days approach citizens have indicated that they will not be able to afford to cool
themselves for fear of incurring additional utility costs. These circumstances are combining to
create both an economic and a public health problem for senior citizens and the poor in New
Orleans.

The Citizens for Change and the Alliance for Affordable Energy ask the U.S. Department
of Energy and the U.S. Department of Justice to conduct an investigation to see if there is indeed
unfair pricing by Entergy New Orleans and their suppliers in this matter.

The fact that Entergy New Orleans has charged customers five times what they charged

3 "Residential Natural Gas Prices: What Consumers Should Know," National Energy
Information Center, U. S. Department of Energy, January 2001.

See www.eia.doe.gov/oil_gas/natural_gas?analysispublications/residential_natural

4 Thomas A. Fogarty, "Budget Billing Helps Gas Customers With High Heating
Costs," USA Today March 6, 2001.
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last year for the same amount of gas despite statements by the Natural Gas Association that the
wholesale price of natural gas is only 100% higher than last year is a cause for investigation.
Additionally. despite the estimate by the U.S. Department of Energy that home heating bills
would rise 70%, Entergy is charging bills much, much higher than that is another cause for
investigation.

If there is unfair pricing hy natural gas suppliers, petitioners request that all avaiilable civil
and criminal remedies be pursued against those involved and that ratepayers be immediately
refunded \h;alever unfair prices wer'e charged.

C'ilizcns for Change anid the Alliance for Affordabie Energy request that this complaint be
handled on an expedited basis in order to reduce the injuries being suffered by the citizens of
New Orleans.

Respectfully submitted this _ day of April, 2001.

William;P. uigley Thomas Milliner
7214 St' Cjarles Avenue 300 Canal Street, Suite 2800
New Orleafis, La 70118 New Orleans, LA 70130

-504-861-5590 504-524-5297
504-861-5440 fax 504-586-8451 fax

Counsel for:

Citizens for Change Alliance for Affordable Energy
c/o Antoinette Harrell-Miller c/o Gary Groesch
PO Box 791578, 504 Julia Street
NOLA 70179-1578 NOLA 70130
504-949-1853 504-525-0778
fax 504-947-8763 fax 504-525-0779
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Very truly yours,

Tamara L. Linde

TLL/fml
Enclosure(s)



UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

)
Regional Transmission Organizations ) Docket No. RM99-2-000

)

COMMENTS OF
THE PSEG COMPANIES

TO THE JOINT MOTION TO CONVENE A TECHNICAL CONFERENCE
ON INTERREGIONAL COORDINATION

Pursuant to the request for comments by the Federal Energy Regulatory Commission

("FERC"), Public Service Electric and Gas Company ("PSE&G"), PSEG Power LLC ("PSEG

Power") and PSEG Energy Resources & Trade LLC ("ER&T") (collectively referred to herein as

the "PSEG Companies") hereby jointly submit the following comments with respect to the

matters raised by the joint motion of Electric Consumers Resource Council, Electric Power

Supply Association, Enron Power Marketing, Inc., Reliant Energy Power Generation, Inc.,

Dynegy. Inc., to convene a technical conference on interregional coordination (the "Joint

Motion").

IDENTITY OF THE PSEG COMPANIES

1. PSE&G is a public utility company under the laws of the State of New Jersey

engaged in, among other things, the purchase, transmission and distribution of electric energy.

PSE&G owns and operates transmission lines, purchases electricity from various sources and

provides electricity service to over 1,860,000 retail customers in an area extending from the



Hudson River opposite New York City, south to the Delaware River at Trenton and west to

Camden, New Jersey. PSE&G is a transmission owner member of the PJM Interconnection LLC

and provides wholesale transmission service to surrounding regions. PSE&G has direct

transmission interconnections with utility companies in the New York ISO.

2. In accordance with the retail choice plan approved by the New Jersey Board of

Public Utilities, PSE&G sought and received Commission approval to separate its generation and

wholesale marketing businesses from its transmission and distribution businesses.' These

generation and wholesale businesses are now contained within PSE&G's affiliate PSEG Power.

PSEG Power's wholly-owned subsidiaries own more than 11,200 MW of generation in PJM and

NYISO, with significant new-generation projects being planned in the Alliance RTO - Midwest

ISO region. PSEG Power's subsidiary ER&T is PSEG's energy trading company. ER&T

engages in the wholesale trading of electricity throughout PJM, the NYISO, ISO New England

and Alliance. The Commission has previously authorized PSEG ER&T to sell power and certain

ancillary services at market based rates.

JOINT MOTION

3. On December 15, 2000, the Joint Motion was filed requesting that the

Commission convene a technical conference to provide guidance on implementation of Function

8 of Order 2000 - Interregional Coordination.

4. Citing Order 2000's Function 8 requirement that Regional Transmission

Organizations ensure integration of reliability practices and market interface practices, the Joint

Motion supported FERC's objective of ensuring interregional coordination. The Joint Motion

Public Service Electric and Gas Company, et al., Order Authorizing Disposition of Jurisdiction Facilities and Conditionally
Accepting for Filing Related Rate Schedule Filings. Docket No. EC99-79, 88 FERC 161,299 (September 29. 1999).
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contends, however, that the lack of FERC involvement in the efforts to achieve such

interregional coordination has been problematic and suggests that there is a need for a "push"

from FERC.

THE PSEG COMPANIES SUPPORT THE JOINT MOTION'S
REQUEST FOR A TECHNICAL CONFERENCE BUT DISAGREE THAT ONGOING

EFFORTS TO ADDRESS SEAMS ISSUES HAVE BEEN INEFFECTIVE

5. The PSEG Companies, in their unique position as both a transmission owner at

the "seams" of PJM ISO and NYISO, as well as a generation owner and trading company

actively involved in the competitive sale of electricity throughout the Northeast and Midwest,

agree with the Joint Motion's objective of ensuring that RTOs make "immediate progress on

interregional coordination." The PSEG Companies support forming large regional markets that

effectively minimize barriers to trading and which promote reliability. In order to accomplish

this goal, it is crucial that there be appropriate resolution of the seams issues.

6. While the PSEG Companies agree that a FERC technical conference on

interregional coordination would be both appropriate and helpful, we do not agree that all

ongoing efforts to address the seams issues have been as ineffective as the Joint Motion has

suggested. To the contrary, we in fact submit that there has been. progress made toward

addressing many of the seams issues suggesting that the objectives of Order 2000's Function 8

might be achieved.

7. Specifically, PJM, together with its neighboring RTOs, is working toward

improving coordination on several levels including (a) the PJM West (b) the recently announced

PJM - ISO New England proposal and (c) the Alliance/MISO settlement agreement discussions.

Each of these ongoing, voluntary proposals represents a solution to numerous seams issues.

3



8. PJM West. Through agreements approved by the PJM and Allegheny Power

boards, and filed on March 15, 2001, PJM's energy marketplace will be extended across the

combined PJM/Allegheny territory, and Allegheny's transmission facilities will become a part of

the PJM RTO. Duquesne Power & Light Company also is expected to join the PJM West

arrangements, further increasing the size of the single market and RTO and addressing regional

coordination and planning.

9. ISO New England. On March 29, 2001, ISO New England announced its

intention to acquire the PJM market software and configure its market to be essentially identical

to that of PJM. Use of the PJM market software will go a long way toward resolution of systems

integration and coordination issues.

10. Alliance-MISO Settlement. The recently filed Alliance RTO-Midwest ISO

settlement agreement calls for negotiations with PJM to address rates and operational issues for

transactions at that seam. The settlement agreement set a proposed date of November 15, 2001

for the parties to attempt to voluntarily resolve such issues. Should such voluntary efforts fail,

the parties will seek Commission involvement. These voluntary discussions between the PJM

members and the Alliance-MISO will provide an additional platform for voluntary resolution of

interregional coordination issues.

11. In addition to these PJM activities, the ISO Memorandum of Understanding

("MOU") working groups' efforts continue to address and rectify priority market related seams

issues, and progress towards creating a "virtual Super-RTO" is being made. Several of the MOU

groups have been diligently working toward coordination of crucial market related seams issues

including such items as (a) transaction check-out (b) ramping of interchange transactions (c)

4



transaction scheduling (d) transaction curtailment (e) ATC (f) operating reserves and (g) energy

pricing at boundaries.

12. While it cannot be denied that implementation of solutions to these seams issues

has been slow, some progress has been made in the MOU process to resolve stakeholder selected

high priority market issues, including those listed above, to address system operations and

market rules, protocols, definitions and procedure differences. For instance, a Common Interface

Tool for transactions across interfaces between ISOs and the Ontario Independent Market

Operator ("IMO") has been developed and is slated to be tested in a voluntary pilot project

during this summer period between the PJM and NYISO. Dispatch and redispatch coordination

between system operators has been shown to be theoretically possible and has been tested in

modeling simulations. This concept is scheduled to be tested in real-time operations this

summer, in a pilot project involving PJM and the NYISO. This will be the first time that a

consistent, least cost solution to inter-regional congestion will be attempted.

13. As another example of a significant advancement made to resolve differences in

ramping and transaction scheduling in PJM and the NYISO, changes are expected to be made

shortly in the market rules and to the EES. PJM will recommend to its Energy Market

Committee business rule changes to permit acceptance and ramp reservation of schedules made

in New York for up to 3 hours in advance. Such change will enable PJM to accommodate New

York transactions with little potential for significant operating and market difficulties in PJM.

The EES will be modified to allow entries to be made by NY entities earlier to form a queue, but

will not finalize them until three hours before they are to begin. The ISO MOU process has also

compared ATC/TTC calculation methodologies between ISOs, and a proposal for a means to

post consistent values on control area ties is expected to be presented to the May joint meeting of
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the Operations and Business Practices stakeholder Working Groups of the ISO MOU. These are

only some examples and more can be furnished in the event FERC elects to convene further

proceedings.

14. Implementation of these types of "virtual" solutions, as described above, is an

efficient and non-intrusive means of achieving a seamless inter-regional market and warrants

FERC's unqualified support. If these pilot programs are successful, these concepts can be

extended to all three ISO regions, and conceivably later to Ontario, to create the foundation for a

super-regional market.

INSUFFICIENT PROGRESS HAS BEEN MADE IN ADDRESSING
TRANSMISSION PLANNING SEAMS ISSUES

15. While progress has been made in addressing many of the market related seams

issues, the PSEG Companies suggest that necessary coordination of transmission planning

between the RTOs has deteriorated significantly.

16. PJM currently has a Regional Transmission Expansion Plan (RTEP) by which all

system interconnections and upgrades within PJM are coordinated and planned in a collective

fashion. This is an innovative and open process available to all market participants; however,

this effort ends at the boundaries of PJM. Coordination of impacts among neighboring systems

is crucial for consideration in the planning for each RTO and was historically addressed between

transmission companies.

17. A timely example of the need for transmission planning coordination is the

approximately 2710 MW of new generation proposed to be constructed at the NY/PJM border.

Since these new projects are technically to be connected to the transmission system of

Consolidated Edison in the area of Ramapo, New York, the transmission impact studies that have

6



been conducted by the NYISO have largely ignored the obvious impacts on the adjacent PJM

transmission system. The absence of any coordinated interregional planning process has made it

difficult for the impacts on PJM to be considered within the NYISO project approval process.

Instead, the parties have had to become embroiled in State electric generation siting proceedings

to try to address these undeniable impacts on the interstate transmission system.

18. The Commission should strongly encourage or, if such encouragement is

unsuccessful, require each RTO to utilize a consistent and coordinated protocol by which

transmission owning utilities and control area operators can be assured that their transmission

systems will not be negatively impacted by uncoordinated generation or transmission

developments in neighboring control areas. This will also ensure that all market participants are

protected from undue burdens of cost-shifting that can result from the lack of a coordinated

regional planning process.

19. A regionally coordinated transmission planning process, which takes into account

all effects on the complex transmission network, is essential to a well-functioning interregional

grid. Affected parties must also be assured of equitable cost-sharing mechanisms that are a

critical part of the solution to this issue.

THE SCOPE OF THE TECHNICAL CONFERENCE SHOULD
INCLUDE COORDINATION AND ADOPTION OF COMMON PRACTICES

AND INFORMATION SYSTEM INTERFACES

20. Due to the importance of the seams issues, and the inconsistent approaches taken

to date by the RTOs, the PSEG Companies encourage the FERC to hold a technical conference

and to address those issues raised by the Joint Motion. We also suggest that there be a
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discussion of the essential issue of coordination or adoption of common practices, and

information system interfaces by the existing ISOs; this issue should be added to the agenda

21. Efforts to ensure coordination among the Northeastern RTOs could take various

forms. The most widely discussed approaches include (a) merging PJM, the NYISO and ISONE

into one legal entity - the "Super Regional RTO" (b) development of a "Virtual Super Regional

RTO" which results in a continuation of the three separate legal entities, but which utilizes

common systems, rules and procedures and possibly a common Board of Directors and (c)

voluntary coordination through the adoption of common market models, uniform rules and

procedures. Each of these approaches has benefits. The PSEG Companies believe, however,

that the Super Regional RTO approach would likely result in additional capital costs for the

participants and should be reserved until other less intrusive and expensive approaches are

reasonably exhausted.

22. Various efforts are underway, as described above, to address the much-needed

coordination on some seams issues through the least intrusive approach - voluntary coordination.

If the ongoing voluntary attempts to coordinate prove unsuccessful, or in areas such as

coordination of transmission planning where there has been no progress, the Commission should

become more directly engaged in efforts to resolve these issues through administrative remedies.

To ensure that all of the Stakeholders work diligently toward resolving seams issues, the PSEG

Companies urge the Commission to participate and support the ongoing discussions and to set a

deadline by which the seams issues must be resolved.

23. As the parties to the MOU process have learned, the seams issues are often

complex and techlical in nature. One of the factors that exacerbates the difficulties of resolving

some of these issues is that the systems that are being developed by RTOs are based upon

8



inconsistent platforms. The anticipated use of the PJM market software systems by the ISO New

England and PJM West will certainly go a long way toward facilitating resolution of these issues,

since two of the three northeastern RTOs will then be using a common system. Use of the PJM

systems by the NYISO would remove the remaining obstacle to a seamless wholesale energy

market spanning the northeastern United States and should be encouraged by the Commission.

24. The use of common market rules and procedures among PJM, the NYISO and

ISO New England, and the implementation of a single market information system interface

covering all three ISOs - one place to shop - where all OASIS, transactional scheduling,

settlement, billing and any other ISO-related facet of a transaction can take place, would in fact

solve the majority of the seams issues. This is not to suggest that discussion of structural issues

should be precluded, but discussions focused on structural solutions should not stand in the way

of resolving the significant issues that can be accomplished by aligning market rules and

practices through information system interfaces that would create a virtual ISO. These same

issues need to be addressed and do not disappear simply by a combining of structures which

might in fact impede momentum toward solutions now underway.

25. In addition to seams issues at the wholesale market boundaries, seams also can

occur between wholesale and retail markets. Each retail program was carefully designed to mesh

with the associated ISO wholesale market. This meshing of design between the retail and

wholesale markets is critical to the smooth functioning and settlement of both markets.

26. The coordination of three ISO markets is not a simple matter of forcing a

compromise agreement to a set of wholesale market features and rules. If dysfunctional results

are to be avoided, the reconciliation of differences in the associated design and features of the

multiple underlying retail programs needs also to be addressed, so that they mesh and settle with

9



the wholesale markets. Sound reconciliation of differences at both the wholesale and retail

levels requires careful scholarship that respects the realities of engineering, economics and law.

Anything less would be a disservice to the customers who ultimately bear the costs of

dysfunction. If there is one lesson-learned from the current California situation, it is that quick

"feel-good" and "forced-compromise" solutions to complex market and electrical system issues

should be avoided.

27. By interfacing the data systems, and exchanging and processing data on a uniform

basis, many of the seams between ISOs will become transparent to the market participants.

ACTIONS THE COMMISSION CAN TAKE TO ENCOURAGE
INTERREGIONAL COORDINATION

28. The Commission has assured the industry that open architecture and market

forces are the best means of addressing the ultimate structuring of the RTOs.2 The PSEG

Companies urge the Commission to allow Staff and the stakeholder groups of each of the ISOs to

continue to negotiate and design common protocols and information interfaces to realize a virtual

RTO that will bring most if not all of the benefits of a physical merger, but at far less expense,

distraction, delay and risk to reliability than would a massive forced merger.

29. Once the PJM West expansion and the Alliance RTO-Midwest ISO discussions

have been given the opportunity to gain a reasonable degree of actual operational experience, all

stakeholders and the Commission will be in a far better position to determine what works and

what does not with respect to interregional coordination. Once the future real life data is in, it

may well be that the most cost effective approach will be to continue efforts with an eye towards

2 See 18 C.F.R. § 35.34(h).
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ultimate creation of the Super Regional RTO, but in the context of a smoothly operating market

in which the significant seams issues have already been satisfactorily and voluntarily addressed.

30. In areas where progress is being made, FERC's role should be that of an active

facilitator to assist in bringing the parties to a consensus on what details on practices, procedures.

protocols and rules should be adopted uniformly throughout the northeast. Whether by efforts of

FERC Staff or by ultimately appointing a settlement judge, FERC can assist the stakeholders to

agree on the identification of best practices and how to implement them in each RTO.

31. The desire to allow industry to negotiate stakeholder consensus on these issues,

however, must be balanced with the need to achieve timely implementation of efficient,

competitive wholesale markets. Toward this end, FERC should consider: first, establishing

reasonable, firm deadlines by which specific goals would be reached on what practices,

procedures, protocols and rules would be implemented uniformly throughout the northeast,

including timelines; and, second, asserting itself in the role of active facilitator to assist in

bringing the parties to a consensus on these coordination issues. Whether by efforts of FERC

Staff or by ultimately appointing a settlement judge, FERC can assist the stakeholders to agree

on the identification of best practices and how to implement them in each RTO.
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CONCLUSION

WHEREFORE, for the foregoing reasons, the PSEG Companies jointly support the Joint

Motion's request to convene a technical conference.

Respectfully submitted,

Public Service Electric and Gas Company,
PSEG Energy Resources & Trade LLC
and PSEG Power LLC

By: T " __)_ i'
Tamara L. Linde
PSEG Services Corporation
80 Park Plaza - T5G
Newark, New Jersey 07102
(973) 430-8058
(973) 430-5983-Fax

Dated: April 26, 2001
Newark, New Jersey
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CERTIFICATE OF SERVICE

I hereby certify that I have this day served the foregoing document upon the service list
compiled by the Secretary in this proceeding.

Dated at Newark, New Jersey, this 26d day of April 2001.

T 4 f
Tamara L. Linde
General Solicitor
PSEG Services Corporation
80 Park Plaza- TSG
Newark, New Jersey 07102
(973) 430-8058
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VIA HAND DELIVERY

Honorable David P. Boergers
Secretary
Federal Energy Regulatory Commission
888 First Street, N.E.
Washington, D.C. 20426

Re: Region Transmission Organizations
Docket No. RM99-002

Dear Secretary Boergers:

Enclosed for filing are one (1) original and fourteen (14) copies of the comments
of the Joint Connmenters in the above captioned docket.

The Joint Commenters, consisting of Central Hudson Gas & Electric
Corporation, LIPA, New York State Electric & Gas Corporation, and Rochester Gas and
Electric Corporation, support functional and structural integration of the Northeast ISOs.

Respectfully submitted,

Smart A. Caplan
Counsel for
New York State Electric & Gas
Corporation
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UNITED STATES OF AMERICA
BEFORE

THE FEDERAL ENERGY REGULATORY COMMISSION

Regional Transmission Organizations ) Docket No. RM99-2-002

JOINT COMMENTS OF

CENTRAL HUDSON GAS & ELECTRIC CORPORATION,

LIPA,

NEW YORK STATE ELECTRIC & GAS CORPORATION,

AND ROCHESTER GAS AND ELECTRIC CORPORATION

The Joint Coumncnters' file thesc comments to urge the Federal Energy

Regulatory Commission (the "Commission") to take immediate action to facilitate the

identification and implementation of the best practices by the three Northeast ISOs. 2 In

its March 28, 2001 notice in this docket, the Commission requests comments on whcther

to convene a technical conference on inter-regional coordination as part of the generic

RTO proceeding. For the reasons discussed below, the Joint Commrenters do not believe

a technical conference as applied to the Northeast ISO markets would be as productive at

this time as the more aggressive program described below.

A technical conference may be a very positive step to facilitate inter-regional

coordination in many markets. NYSEG supported the motion for a technical conference

in its January 2, 2001 answer to the Dcember 15, 1999 Joint Motion To Convene a

* The Joint Commenters consist of Central Hudson Gas & Elcctic Corporation, LIPA, New York State
Electric& Gas Corporation (NYSEG"), and Rochester Gas and Electric Corporation ("RG&E"). Thc
Joint Commcntcm arc aic:dy parties to this proceding.

The three northeast ISOs are the Pennsylvania-New Jersey-Maryland Intcrconnection (PJM"). the New
York Independe Systcm Opcrator (CNIYSO" and lSO-t'ew England ("ISO-NE"), collectively the
'Northeast ISOs."
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Technical Conference on nterregional Coordination in Docket No. RM99-002 (the

'December 15 Motion'). Since December, however, two important events have occurred

which lead the Joint Commenters to request more directed Commission action with

respect to the Northeast ISOs over a technical conference.

To the extent the technical conference would focus on identifying seams issues

and solutions, the Northeast ISOs have already accomplished a significant part of this

task and efforts are on going. To the extent the conference is to focus on broader RTO

markets, the Joint Commenters have set forth a specific and aggressive plan to achieve

functional and structural integration3 of the Northeast ISOs. In either event, the

Northeast ISOs would not benefit from a technical conference on inter-regional

coordination, but would benefit from the targeted deployment of Commission resources

to facilitate the aggressive integration process described below.

The December 15 Motion that precipitated Conunission activity last month

focused on Function 8 of Order No. 2000, which requires integration of reliability

practices within an interconnection and market interface practices among regions.

December 15 Motion at 3. The Commission, in Order No. 2000, clarified that all RTOs

need not have uniform practices, but that "market interface practices must be compatible

with each other, especially at the "seams."" 65 Fed. Reg. S10, 911 (Jan. 6, 2000). To the

extent that the purposc of the proposed technical conference is to review and identify

seams issues, and to coordinate the development of practices designed to resolve those

Structural integratiou" as used in these comments includes scvcral different possible changes among the
thrcc Northast ISOs. As described blow, once the ISOs have adopted a common platform (functional
integration) for a particular market fmnction, the ISOs should consolidate the function in one orgaization
wherever competition operational and markct cfficicncy, and reliability will be served. This is one form of
structural integration. As more ISO functions are consolidated, then additional structural changes will need
to be considered, such as mergers, a single RTO for certain purposes with satellite ISOs for other purposes
and althcatc sructcrs.
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seams issues, the Joint Commenters believe that a technical conference for many

geographic areas will be valuable. For the Northeast ISOs, each formerly a tight power

pool and currently with centrally administered markets, and the ISO MOU participants,

however, much of this work has already been accomplished.

The Northeast ISOs would not benefit from a technical conference designed to

identify scams issues and solutions. To the extent that the technical conference is to

identify and prioritize seams issues for resolution, the process is already under way in the

Northeast. The ISO MOU participants have already identified and agreed on a list

identifying over 30 seams issues. At the January 4 MOU meeting market participants

and ISO staff reached consensus on the eight-(S) highest priority issues to be resolved

first Participants agreed to research and offer best practices to resolve those eight-(8)

seams issues at subsequent MOU meetings. As of the date of these comments, the

NYMSO and PJM have reached consensus on a single set of best practices to address the

eight-(8) issues. NEPOOL is expected to approve the same set of best practices the last

week in April. The Joint Commenters fully expect to have consensus among the FERC-

jurisdictional Northeast ISOs at the May 2 MOU meeting in Springfield, Massachusetts.

With the support of ADR Staff and a settlement judge backstop, the Joint Commenters

are confident that the resolution of additional seams issues and implementation of

common best practices can proceed more expeditiously.

Although resolving short-term seams issues is an important first step, it is by no

means an end point- The Joint Commenters have a far more ambitious goal than

integrating reliability practices within a control area and making inter-control area

practices compatible. The Joint Commenters urge the Commission to support the next
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phase of the MOU process with the goal of aiding the three Northeast ISOs, with the

participation of the-IMO, in achieving many objectives, including the following:

1. Adoption of common market rules and software 4 wherever comptition

and operational/market efficiency will be served and reliability will not

suffer;

2. Development of inter-ISO staff exchange and training programs to aid ISO

staff in understanding the impacts that each ISO's rules and practices have

on the others and to facilitate selection of best practices;

3. Adoption of seamless day-ahead and real-time energy market operations

and settlement functions;

4. Development of a centralized OASIS and scheduling process;

5. Adoption of uniform transmission congestion terms, conditions and

auctions;

6. uniform installed capacity markets with compatible if not identical

products; and

7. consolidated ancillary services markets.

Reaching consensus on best market practices will require a collaborative process to vet

best market rules and practices and so that market participants doing business with the

Northeast ISOs and the staffs of those ISOs can share experiences - to find out what

works and what to avoid. The MOU infrastructure already provides a forum for market

participants. ISO staff, and the IMO to engage in collaborative dialogue and work efforts.

' The New England ISO recently announced and filed with the Commission a prcliminmy plan to adopt
PIM's market design for nse in New England. The Joint CornmenteTs look forward to seeing the dtails of
this plan after they arc developed. At this time. however, the Joint Commenters cannot take a position in
support of or opposition to New England's preliminary plan.
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Again, a technical conference is not the remedy that will most expcditiously aid this

process. Again, the Commission ADR Staff with a settlement judge backstop will give

the MOU teeth

Once a common platform is adopted by the Northeast ISOs, each function that can

more efficiently be performed on a common basis across the Northeast by a single

operator should be consolidated in a single organization, so long as competition and

efficiency are served and reliability is not degraded. Structure will follow function as

quickly as possible, with the consolidation of as many market functions in a single

administrator as possible. The Plan does not predetermine that a single regional RTO is

the only conceivable end-state. At this time, it remains unclear whether the Northeast

ISOs can operate reliably and efficiently with a single control area for all short-term

reliabilityand transactional purposes, or whether satellite control area operators will be

required to administer markets that have a common platform across all three areas.

The Joint Commenters recognize that the Plan, no matter how desirable its goals,

will be insufficient to overcome inertia and resistance to changes without the

Commission's leadership and support through targeted deployment of Commission

resources to help effectuate the Plan. This is true irrespective of the broad support for the

Plan.5 For the reasons discussed above, the companies reiterate their request that the

Commission:

In comments provided in the New Yoxk Regional Transmission Organization, Docket No. RT01-95-000,

the Plan's goal of functional and structural integration enjoyed the strong support of a broad cross- section
of market participants, including Central Hudson Gas & Electric Corporation (See Joint Answer), Dynegy
Inc. (Dynegy Intervention at 4), Electric Power Supply Association (EPSA Intervention at 16), Enron
(Enron Protest at 1), New York State Electric & Gas Carporation. and Rochcstcr Gas and Electric
Corporaiion (See Joint Answer).
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* direct its ADR Unit to assist the Northeast ISOs' staffs and market

participants in resolving scams issue, establishing common energy and ancillary services

markets, and adopting best practices; °

* supplement the ADR process by designating one or more settlement

judges to convene quarterly conferences to impel consensus on issues not resolved in the

MOU process;

* require the Northeast ISOs to file periodically with the Commission a

report documenting and detailing the status of common implementation of functional

practices and procedures;1

* as common functions are integrated, and where efficiency gains without

system reliability degradation could occur, require the common function to be placed in a

single organization; and, finally;

* require the Northeast ISOs, on or before October 1, 2003, to report to the

Commission on how the Northeast ISOs should be consolidated under a single

organization.

Through use of the Commission's Alternative Dispute Resolution Unit to

facilitate consensus in the MOU process and a Commission settlement judge to monitor

progress and to convene quarterly settlement conferences to impel additional consensus,

the MOU can achieve integration of the Northeast ISOs, with active coordination with the

IMO.

Bcst practices refers to the best market rules, busincss practices. and software to be applied across the
Northeast ISOs. Best practices may include either adopting an existing practice of an existing ISO or
adopting a ncw or hybrid approach.

To motivate the Northeast ISOs to consolidate functions, the companies suggested the Commission
consider providing financial incentives.
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To the extent the proposed technical conference would bc used to facilitate

broader RTO markets, the Joint Commenlers have already submitted for the

Commission's consideration a plan for expedited integration of the Northeast ISO

markets. If the commission allows the northeast ISOs to be swept into a national generic

technical conference, the opportunity to build on recent momentum and to push the MOU

process into the intcgration stage would be lost or delayed.

CURRENT INITIATIVES ARE NOT ENOUGH - THE PLAN IS NEEDED NOW

To date, the Plan summarized above, and more fully described in the March 23,

2001 Joint Answer and the February 22, 2001 Comments of NYSEG and RG&E filed in

Docket No. RT01-95-O00, is the only comprehensive and thought out plan to integrate

the Northeast ISOs. The Joint Commcnters warn against premature reliance on the three

other processes offered by some as the solution. Those are: (1) the PJM-ISO-NE

Standardized Market proposal; (2) the MOU; and (3) the Northeast Day-Ahead Market

Study. These proposals are not the answer.

The Standard Market Design agreement excludes New York. Converging PJM

and New England markets when New York sits in the middle hardly seems ideal. The

Northeast Day-Ahead Market concept is being considered by Ontario IMO, New England

and New York, but not PJM. This is equally undesirable because PJM is not at the table.

Third, these initiatives are at odds. Unless the procedures that result from the New

England-New York inter-control area proposal and the procedures that result from the

Standard Market Design proposal are identical, it is difficult to see how New England can

implement both.

-7-



Not one of these initiatives obviates the need to bring all three Northeast ISOs

together, with the participation of the IMO. The Northeast markets need a program for

all three Northeast ISOs to develop common markets based on the best practices that can

be adopted. Without functional and structural integration, the existence of seams issues

is a foregone conclusion. Moreover, the inefficiencies in the markets will continue and

liquidity will remain inadequate. The MOU provides a useful forum, but has no teeth.

The targeted deployment of Commission resources sct out in the Plan will harness the

collaborative efforts of the MOU and ensure greater commitment and follow-through to

achieve integration.

CONCLUSION

The Joint Commenters applaud the Commission's vision of bigger, seamless

markets among the Northeast ISOs and request the Commission's support as outlined

herein to effectuate functional and structural integration, the only reasonable path to

accomplish this goal.

The Joint Commentcrs have proposed a blueprint for Commission action to

facilitate integration of the Northeast markets. Through targeted deployment of

Commission resources, including the ADR Unit, settlement judges, and Commission

orders establishing the process, all market participants and the Northeast ISOs will assign

a new sense of urgency to Northeast ISO functional and structural integration.

The technical confercncc will be a valuable tool to help market participants in

other geographic areas that have not begun addressing seams issues or considering the

larger issues of market integration. The Commission's resources as applied to the
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Northeast, however, would be better spent boosting the MOU process and facilitating

implemcntation of the process described above.

For the reasons discussed above, Joint Comrnentcrs urge the Commission

expeditiously to issue an order endorsing the functional and structural integration process

outlined above and deploying Commission resources in accordance with the Plan.

Respectfully submitted,

ElizabeWard Whittle Stuart A-Caplak Esq.
Nixon Peabody, LLP William D. Booth, Esq.
401 9b Street, N.W. Huber Lawrence & Abell
Suite 900 605 Third Avenue
Washington, D.C. 20004-2128 New York, NY 10158
(202) 585-8080 (212) 682-6200

Attorneys for Rochester Gas Attorneys for New York State
And Electric Corporation Electric & Gas Corporation

David P. Ya Ray nd B. Wuslich
Joe Nelson Winston & Strawn
Van Ncss Feldman, P.C. 1400 L Street, N.W.
1050 Thomas Jefferson St, N.W. Washington, D.C. 20005
7 t Floor
Washington, D.C. 20007-3877 Attorneys for Central Hudson Gas

& Electric Corporation
Attorncys for LIP.A
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CRTIFICATE OF SERVICE

I hereby crtify that I have this day served or caused to be served the foregoing
document upon each person designated on the official service list compiled by the
Secretary in this proceeding.

Dated at New York, NY this 27 day of April 2001.

William D. Booth
Huber Lawrence & Abell
605 Third Ave.
New York. NY 10158
(212) 455-5514
wbooth@huberlaw.com
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UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

Regional Transmission Organizations Docket No. RM99-2-000

INTERVENTION AND COMMENTS OF INDICATED TRANSMISSION OWNERS

Pursuant to the Commission's Notice of Filing dated March 28, 2001 in the above-

captioned proceeding and the Commission's Practice and Procedures, the Indicated New York

Transmission Owners ("Indicated Transmission Owners"),' respectfully provide these comments

in opposition to the December 15, 2000 Motion to Convene a Technical Conference on

Interregional Coordination filed by Electricity Consumers Resource Council, Electric Power

Supply Association, Enron Power Marketing, Inc., Reliant Energy Power Generation, Inc. and

Dynegy Inc. ("Joint Movants").

As the Commission is well aware, seams issues vary by region. Many regions, including

the Northeast, are working already to address and improve interregional coordination, in

accordance with Order No. 2000. Convening a generic technical conference of nationwide

applicability, to address seams issues, is inappropriate and unnecessary.and would likely disrupt

the processes already underway. In support hereof, the Indicated Transmission Owners

respectfully state as follows:

Consolidated Edison Company of New York, Inc., Orange and Rockland Utilities,
Inc., the Power Authority of the State of New York and Niagara Mohawk Power Corporation.
Each of the Indicated Transmission Owners reserves the right to participate collectively or
individually.



The Indicated Transmission Owners are comprised of four of the eight electric systems in

the State of New York, which recently transferred operational control over significant portions of

their transmission facilities to the New York Independent System Operator, Inc. ("NYISO" or

"ISO"). As owners of the transmission facilities which the NYISO operates, the Indicated

Transmission Owners have a significant interest in this proceeding. In addition, the Indicated

Transmission Owners are among the largest LSEs in the New York Control Area ("NYCA").

Because LSEs are the most active participants in the NYCA and are the largest buyers of energy

and ancillary services in the NYISO-administered markets, this filing has a significant effect on

LSEs and the consumers that they serve. Accordingly, the Indicated Transmission Owners will be

directly affected by the filing and any Commission decision with respect thereto. No other party

can adequately represent the Indicated Transmission Owners' interest in this proceeding, and it is

in the public interest to permit this intervention.

II.

All communications, pleadings, and orders with respect to this proceeding should be sent

to the individuals listed in Attachment A,2 and to Counsel to the Indicated Transmission Owners:

Elias G. Farrah
Rebecca J. Michael
LeBoeuf, Lamb, Greene & MacRae. L.L.P.
1875 Connecticut Avenue, N. W.

2 In light of the fact that this is a joint filing. waiver of the Commission's regulations (18
C.F.R. § 385.203) is requested to allow the inclusion of more than two persons for service and
communications.
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Suite 1200
Washington, DC 20009-5728

and

Paul L. Gioia
LeBoeuf, Lamb, Greene & MacRae, L.L.P.
One Commerce Plaza, Suite 2020
99 Washington Avenue
Albany, NY 12210-2820

III.

The Indicated Transmission Owners agree that swift and efficient resolution of seams

issues is necessary to facilitate the establishment of robust, competitive markets. However, the

Indicated Transmission Owners do not support, at this time, the scheduling of a generic, universal

technical conference to address seams issues.3

Order No. 2000 recognizes that improved coordination among different control areas will

require additional attention post-RTO formation and recognizes that a cookie cutter approach to

seams resolution is not feasible or constructive. The Indicated Transmission Owners have

expressed support for the development of common practices to establish seamless, common

3 The extent to which a technical conference is appropriate in the Northeast is already the
subject of numerous pleadings. S e.g.. Answer of the Indicated New York Transmission
Owners to the Joint Motion to Convene a Technical Conference on Interregional Coordination,
Docket No. RM99-2 (dated January 2, 2001); Answer of New York State Electric & Gas
Corporation to the Joint Motion to Convene a Technical Conference on Interregional
Coordination, Docket No. RM99-2 (dated January 2, 2001); Joint Comments of New York State
Electric & Gas Corporation and Rochester Gas and Electric Corporation in Support of
Functional and Structural Integration of the Northeast ISOs, Docket No. RT01-95 (dated
February 22, 2001); Answer of the Member Systems to Various Motions and Requests for Relief.
Docket No. RT01-95 (dated March 23, 2001); Joint Answer of Central Hudson Gas & Electric
Corporation, Long Island Power Authority, New York State Electric & Gas Corporation and
Rochester Gas and Electric Corporation to Motions, Comments and Protests, Docket No.
RT01-95 (dated March 23, 2001).
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energy and ancillary service markets throughout the entire Northeast region. Indeed,

implementation of a coordinated day-ahead market within the three Northeast ISOs, uniform

business rules, and cooperative daily operations are necessary to ensure seamless markets in the

Northeast.

Toward this end, the Indicated Transmission Owners together with all other interested

parties already are engaged in extensive collaborative efforts to resolve seams issues in the

Northeast. Recently, additional steps were approved by the NYISO to intensify efforts to address

short-term "seams issues," including collaborative efforts with the neighboring ISOs.' These

efforts currently underway in the Northeast, which are consistent with the goals of Order No.

2000, provide a sound basis for addressing seams issues and permit the participation and input of

all interested and affected parties.

While the Indicated Transmission Owners do not believe that a generic, nationwide

technical conference should be convened at this time, the Commission can take several proactive

steps, within the individual RTO proceedings, to ensure continued progress toward the successful

resolution of seams issues. Specifically, the Commission should encourage parties to address

seams issues on an expedited basis and to work collaboratively to ensure.timely resolution. The

Commission also should encourage parties to establish a schedule to address seams issues and to

provide regular progress reports to the Commission. However, at this stage, the Commission

should refrain from dictating the structure of the process or the agenda that governs this process.

4 See Attachment B to Answer of the Member Systems to Various Motions and Requests
for Relief, Docket No. RTOI-95-000 (dated March 23, 2001).
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If the collaborative efforts fail to produce timely and efficient resolution of seams issues, parties

can then request more aggressive Commission intervention, as appropriate, at that time.'

Conclusion

WHEREFORE, the Indicated Transmission Owners, in view of the foregoing, respectfully

request that the Commission grant the motion to intervene and take action consistent with the

comments provided herein.

Res ectfully submitted,

El as\G. Farrah
Rebecca J. Michael
LeBoeuf, Lamb, Greene and

MacRae, L.L.P.
1875 Connecticut Ave., N.W.
Suite 1200
Washington, D.C. 20009
(202) 986-8000

Counsel to the Members of the Transmission

Owners Committee of the Energy
Association of New York State

April 27, 2001

Answer of the Member Systems to Various Motions and Requests for Relief, Docket No.

RT01-95 (dated March 23, 2001); Carolina Power & Light Company, et al., 94 FERC 1 61,273

(2001).
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CERTIFICATE OF SERVICE

I hereby certify that I have this day service the foregoing document upon each

person designated on the official service list in this proceeding in accordance with the

requirements of Rule 2010 of the Commission's Rules of Practice and Procedure.

Dated at Washington, D.C. this 27th day of April 2001.

Reb ca J. Micha l
LeBoeuf, Lamb, Greene & MacRae L.L.P.

1875 Connecticut Ave., N.W.
Suite 1200
Washington, D.C. 20009-5728
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UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

)

Regional Transmission Organizations ) Docket No. RM99-2

JOINT COMMENTS OF
THE BONNEVILLE POWER ADMINISTRATION, DESERT STAR, INC., IDAHO
POWER COMPANY, THE MONTANA POWER COMPANY, NEVADA POWER

COMPANY, PACIFICORP, PORTLAND GENERAL ELECTRIC COMPANY,
PUGET SOUND ENERGY, INC., AND SIERRA PACIFIC POWER COMPANY IN
RESPONSE TO JOINT MOTION OF ELECTRICITY CONSUMERS RESOURCE

COUNCIL, ET. AL. TO CONVENE A TECHNICAL CONFERENCE

On December 15, 2000, Electricity Consumers Resource Council ("ELCON"),

Electric Power Supply Association, Enron Power Marketing, Inc., Reliant Energy Power

Generation, Inc., and Dynegy, Inc. (the "Joint Movants") filed with the Commission a

Joint Motion to Convene a Technical Conference on Interregional Coordination (the

"ELCON Motion"). The ELCON Motion requested the technical conference to enable

the Commission to "provide guidance on implementation of Function 8 of Order 2000 -

Interregional Coordination." ELCON Motion at 1. Pursuant to the Commission's

March 28, 2001 Notice of Filing related to the ELCON Motion, the Bonneville Power

Administration, Desert STAR, Inc., Idaho Power Company, The Montana Power

Company, Nevada Power Company, PacifiCorp, Portland General Electric Company,

Page I - Joint Comments of the Bonneville Power Administration, Desert STAR, Inc.,
Idaho Power Company, The Montana Power Company, Nevada Power
Company, PacifiCorp, Portland General Electric Company, Puget Sound
Energy, Inc., and Sierra Pacific Power Company in Response to Joint Motion
of Electricity Consumers Resource Council, et. al. to Convene a Technical
Conference
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Puget Sound Energy, Inc., and Sierra Pacific Power Company (the "Western Joint

Commenters") offer these joint comments in response to the ELCON Motion.

In their Motion, the Joint Movants state that "...effective resolution of seams

issues is critical: (i) to increase commercial activity between and among regions, and

(ii) to improve reliability without adverse impacts on operations or iiarkets." ELCON

Motion at 4. The Joint Movants conclude "there can be little doubt about the need for

immediate progress on interregional coordination" and "respectfully request that FERC

convene a technical conference or workshop to address 'seams' issues and appropriate

implementation of Function 8." Id. at 4 and 7.

While the Western Joint Commenters agree with the Joint Movants that

"...effective resolution of seams issues is critical" they do not believe a technical

conference is needed. The Western Joint Commenters believe, however, that if FERC

wishes to proceed, a separate technical conference focused on the Western

Interconnection, rather than a national technical conference, would best advance

interregional coordination in the West because system characteristics and practices in the

West are in many respects unique. If the Commission would like to convene a separate

technical conference for the West, the Western Joint Commenters would be pleased to act

as co-hosts with the Commission for that conference. We would prefer to schedule a

technical conference for summer 2001 to avoid conflicts with the Western Joint

Commenters' current efforts to complete their proposals to satisfy Order 2000.

Page 2 - Joint Comments of the Bonneville Power Administration, Desert STAR, Inc.,
Idaho Power Company, The Montana Power Company, Nevada Power
Company, PacifiCorp, Portland General Electric Company, Puget Sound
Energy, Inc., and Sierra Pacific Power Company in Response to Joint Motion
of Electricity Consumers Resource Council, et. al. to Convene a Technical
Conference



Additional time would also enable western parties to identify and focus on those West-

wide issues that could most benefit from a Commission technical conference.

The Western Joint Commenters support the Commission's vision of an integrated,

seamless western market and acknowledge the need for progress on interregional

coordination and effective resolution of seams issues as stated in the ELCON Motion. To

meet this need, the Western Joint Commenters have been participating in the Western

Market Interface Committee ("WMIC") Seams Task Force, a West-wide regional

technical forum of electricity industry stakeholders which has been meeting monthly

since December, 2000 to discuss and resolve seams issues between and among RTOs in

the Western Interconnection. The Western Joint Cormenters welcome the Commission's

participation in meetings of WMIC as an opportunity to assess first-hand the seams

activities currently underway.

In addition, the Western Joint Commenters, in connection with their work to

establish Desert STAR and RTO West as Regional Transmission Organizations in the

West, have been meeting directly to aggressively work toward the creation of an

integrated, seamless western market (see attached Memorandum dated April 13, 2001).

The Western Joint Commenters intend to closely coordinate their activities so that

priorities and policy decisions can be addressed by the forming RTOs and their

participating transmission owners and other stakeholders, while the technical

coordination work can be accomplished through WMIC.
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Through WMIC and their other communications, the Western Joint Commenters

are committed to interregional coordination in such areas as (a) congestion management,

(b) transmission scheduling, (c) ancillary services market mechanisms, (d) transmission

outage scheduling mechanisms, (e) use of phase shifters, (f) development of compatible

business practices, product definitions, and trading rules, (g) addressing issues related to

liability, (h) bulk transmission planning processes, and (i) emergency response plans.

The Western Joint Commenters believe the quickest path to a seamless western market is

through RTO-to-RTO integrating mechanisms and seams agreements.

We urge the Commission to support approaches tailored to recognize that

interregional coordination issues follow the contours of the physical systems within each

North American interconnected region.

Dated: April 27, 2001

Respectfully submitted,

BONNEVILLE POWER
ADMINISTRATION PUGET SOUND ENERGY, INC.

By /s/ Mark W. Maher By /s/ Kimberly Harris
Mark W. Maher Kimberly Harris
Vice-President, Transmission System Assistant General Counsel
Transmission Business Line
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DESERT STAR, INC. 'IDAHO POWER COMPANY

By /s/ Michael Raezer - By /s/ James M. Collingwood
Michael Raezer James M. Collingwood
Project Manager General Manager, Grid Operations

and Planning

NEVADA POWER COMPANY and
THE MONTANA POWER COMPANY SIERRA PACIFIC POWER COMPANY

By /s/ Ted. D. Williams By /s/ Gary Porter
Ted D. Williams Gary Porter
Director, Transmission Marketing Executive Director Transmission

PACIFICORP PORTLAND GENERAL ELECTRIC

By /s/ Donald N. Furman By /s/ Stephen R. Hawke
Donald N. Furman Stephen R. Hawke
Vice-President, Transmission Vice President System Planning

System and Engineering
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Attachment

MEMORANDUM

DATE: April 13, 2001

Desert STAR (DSTAR) and RTO West (RTOW) intend to pursue discussions of seams
issues and envision memorializing the results of such discussions in a future agreement.
This memorandum reflects the desire of the parties to fulfill the spirit and letter of FERC
Order 2000 for Interregional Coordination by developing two independent RTOs whose
products, processes and interfaces support a seamless energy and transmission market in
the Western interconnection.

The parties intend to accomplish the following:

1. Investigate coordination of RTO startup/phasing plans;
2. Explore possibilities for coordinating purchases of hardware/software systems and

services to achieve economies of scale;
3. Investigate options for the joint provision of control center backup;
4. Review the parties' approaches to creating RTOs and identify areas of consistency

and inconsistency, including coordination of terminology and wording;
5. Jointly develop a letter to FERC outlining the parties' similar approaches in areas of

common interest;
6. Jointly develop comments to FERC Orders, as appropriate;
7. Negotiate reciprocity arrangements. This includes (i) exploring the impact of a

transaction-based "Through and Out Fee", and the possibility for its replacement with
an annually-determined inter-RTO transfer payment and (ii) exploring the elimination
of"Through and Out Fees" and "inter-RTO transfer payments" between the two
entities;

8. Coordinate public communications as appropriate;
9. Engage the Board and the officers of the ISO in California to establish an

interregional coordination plan;
10. Work jointly to set priorities for interregional coordination issues of a technical nature

to be dealt with at the WMIC Seams Task Force and work within this framework to
study alternatives and develop proposals for consideration by the RTOs in the
Western interconnection; and

11. Meet regularly to coordinate plans and manage issues.



CERTIFICATE OF SERVICE

I HEREBY CERTIFY THAT I have this day served the foregoing document upon

all parties listed on the official service list compiled by the Secretary in this proceeding.

Dated at Portland, Oregon this 27 't day of April, 2001.

/s/ Stephen R. Larson
Stephen R. Larson
Attorney
Bonneville Power Administration
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UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

Regional Transmission Organizations ) Docket No. RM99-2-000

COMMENTS OF PJM INTERCONNECTION, L.L.C.
ON JOINT MOTION TO CONVENE

A TECHNICAL CONFERENCE
ON INTERREGIONAL COORDINATION

PJM Interconnection, L.L.C. ("PJM"), pursuant to the Commission's March 28,

2001 notice in this docket, hereby submits its comments on the "Joint Motion of

Electricity Consumers Resource Council, Electric Power Supply Association, Enron

Power Marketing, Inc., Reliant Energy Power Generation, Inc., [and] Dynegy, Inc.

["EPSA, et al."] To Convene A Technical Conference On Interregional Coordination"

("Joint Motion").

In the Joint Motion, EPSA, et al. ask the Commission to convene a technical

conference "to provide guidance on implementation of Function 8 of Order 2000 -

Interregional Coordination." Joint Motion at 1. EPSA, et al. state that "Function 8 does

not spell out how interregional coordination is to be achieved." Id. at 2. Therefore, they

contend, a "forward-looking" technical conference is needed to provide additional

guidance on how regional transmission organizations will comply with Function 8.

EPSA, et al. suggest that, at a minimum, the technical conference would include

discussion of the following issues:

(i) What are the substantive seams issues that must be addressed to
assure Function 8 compliance?

* **

(ii) Should FERC establish-more:stringent Function 8 requirements for
smaller RTOs?

A



(iii) Should FERC establish a supplemental timetable for Function 8
compliance?

(iv) Should FERC require RTOs to adopt stakeholder processes to
assure broad input from all segments of the industry concerning
barriers to trading?

(v) Have individual RTOs found interregional solutions which would
be promising models for other RTOs to adopt?

Id. at 6-7.

PJM is committed to interregional coordination and believes that, with an

appropriately structured process, EPSA's request has merit. PJM has devoted

considerable resources to resolving "seams" issues, with some notable successes. Those

seams resolutions have taken different forms, given the unique circumstances at each of

PJM's borders. However, each of those efforts has advanced the goal of a seamless

marketplace.

For example, PJM and Allegheny Power System recently filed with the

Commission to extend the scope of PJM's markets through the "PJM West" arrangement.

which will virtually eliminate seams issues on PJM's existing western border. PJM will.

for the first time, establish a market-based congestion management system that spans

multiple control areas.

Looking to the north, PJM and ISO-New England, Inc. ("ISO-NE") also recently

announced their agreement to adapt a "standard market design" for use by ISO-NE, based

on PJM's existing market model. As ISO-NE reported to the Commission in this

proceeding on March 29, 2001, "[t]his "Standard Market Design" would support

accelerated and simultaneous implementation in New England of a PJM-type Congestion

Management System and Multi-Settlement System." ISO-NE Comments at 2. In

addition to reducing risk and saving money for ISO-NE and its stakeholders, this action
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will "[p]rovide nearly 100 percent market convergence between PJM and [ISO-NE]" and

"[f]acilitate transactions in the Northeast through uniform market rules," as ISO-NE

recognized in its comments. Id., Preliminary Report at 1.

In the northeast, PJM also has spent considerable time attempting to resolve

seams issues through the Memorandum of Understanding ("MOU") process with ISO-

NE, the New York ISO ("NYISO") and Ontario's independent market operator. That

process, despite some initial start-up problems due to resource constraints in other

regions, is making progress towards significant improvements in the PJM-NYISO

interface. For example, as a direct result of the MOU process, PJM and NYISO are

working toward a program for inter-regional redispatch of units in each other's control

area to solve congestion. Currently, congestion is managed solely within the individual

control area. PJM is hopeful that the interregional redispatch program will commence in

the near future. In addition, the MOU process also is working towards a mechanism for

"single-point" scheduling of transactions across PJM, NYISO, and ISO-NE, as opposed

to the current requirement to schedule separately with each of these transmission

providers.

To its south and west, PJM has actively participated in the inter-regional RTO

seams collaborative with the Alliance Companies ("Alliance"), GridSouth, L.L.C., and

the Midwest Independent System Operator, Inc. ("MISO"). In addition, PJM has

proposed to Alliance a process, managed at a senior executive level, to identify and

resolve seams issues between the two entities. PJM is awaiting Alliance's identification

of issues to advance this senior management level dialogue.

On a broader scale, PJM also has devoted considerable resources to national.

efforts at interregional coordination. PJM personnel are actively involved in the
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Transaction Information System Working Group, which is investigating ways in which

data can more easily be shared between systems, the Market Interface Committee, which

addresses inter-market seams issues, and the Electronic Scheduling Collaborative and

OASIS Standards Collaborative, which are working to reduce or eliminate seams in the

areas of transmission service reservation and scheduling. A PJM senior manager is the

Chair of the Electronic Scheduling Collaborative.

Based on these experiences, PJM can offer several conclusions that are highly relevant to

the topic of additional Commission guidance on interregional coordination. First,

"seams" will vary from location to location around the country. Because seams arise

from incompatibilities or inconsistencies in the design or operation of markets between

regions. they are context-specific. Different regions of the country have adopted different

market and transmission practices, to the extent they have adopted any practices at all

(most areas of the country do not even have regional energy markets). For example.

Alliance and MISO appear to have committed to a form of flow-gate congestion

management while PJM and the northeast ISOs use locational marginal pricing to resolve

congestion. However, until Alliance and MISO have a congestion management system in

place, they will have to resort to TLR processes in accordance with NERC directives.

PJM uses market prices through LMP, rather than TLRs, to address congestion. These

different choices in congestion management systems create a "seam" on PJM's western

border that is different than those in the northeast, where the grid managers use LMP.

Necessarily, the different features of each region interact in unique ways with the

different features of each other adjacent region, producing unique problems in each case.

Inter-regional scheduling problems may be a larger problem in some areas; while in other

areas, generation interconnection differences or system planning differences may cause
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bigger problems. Moreover, the scheduling problems at one interface may be quite

different from the scheduling problems at another interface. Therefore, the solutions to

these problems will vary from region to region and cannot be solved with a uniform

mandate from a single technical conference. Rather they need to be solved by sustained.

focused effort by the affected parties in each case. The Commission does not have the

resources to attempt to solve all of these individual problems in technical conferences.

Second, many seams problems arise from differences in market design.' In Order

No. 2000, the Commission adopted a flexible approach on RTO market design. While

there is some merit in that flexibility, it should be recognized that when the Commission

approves a new market model adjacent to an existing market model, it creates "seams" in

the process. Moreover, the problems created by different market designs are more

difficult to solve than seams issues that arise from less fundamental sources, such as

different scheduling deadlines. Based on its involvement in the process, it is clear to PJM

that the issues that the Electronic Scheduling Collaborative is attempting to address are

far more difficult to resolve at interfaces between regions with different market designs.

When adjacent regions have different approaches to the relationship of capacity and

energy, or to congestion management, or to the treatment of operating reserves or other

ancillary services, then cross-regional "one-stop shopping" is much harder to achieve,

and concerns about a "common look and feel" for OASIS nodes become largely

irrelevant. As detailed below, the technical conference should distinguish between

operational issues, which may not need intense Commission staff involvement, versus

Such problems arise not only where neighboring regions have adopted different
market models but also at interfaces where one region has developed a regional
market mechanism and others have not.
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policy-oriented issues, such as market design incompatibilities, where Commission

guidance would be appropriate.

Third, transmission service-will not be successfully coordinated until related

markets and operations are coordinated. Market participants request and use transmission

service in connection with their market transactions, and want their transmission services

to respond to changes in their market transactions. Similarly, control area operators and

security coordinators need to respond to, or anticipate, market events that affect their

operational actions. PJM, for example, has adopted an integrated customer interface that

ties together all of the related transmission, capacity, energy, and ancillary services. This

customer system also ties to the energy management system used by PJM in its control

area operator role. As others participating in the Electronic Scheduling Collaborative

have recognized, the industry will ultimately move in this same direction, for reasons of

both efficiency (greater control and ease of use for customers) and reliability (deeper and

earlier knowledge by operators of market actions). Therefore, efforts to standardize

transmission reservation and scheduling practices will need to recognize that transmission

information systems will become more closely integrated with market and operations

information systems and must be flexible enough to allow for that integration.

Fourth, the Commission can best serve the process by making ultimate decisions

on "big picture" questions such as market design. The Commission assumed a similar

"backstop" role when it directed industry efforts to reduce inconsistencies between

interstate pipeline business practices through the Gas Industry Standards Board ("GISB")

process. 2 However, the basic market design is more unsettled in the current state of the

2 See Standards for Business Practices of Interstate Natural Gas Pipelines, Order
No. 587, FERC Stats, and Regs. (Regs. Preambles) 131,038 (1996).
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electric industry than was the case in the gas industry in the 1990's at the outset of the

GISB process. Therefore, the Commission must confront the probability that it will have

to resolve a number of significant market design issues and alternatives if it seeks

ultimately to engender seamless reliability and market practices across regions.

Based on these conclusions, PJM has the following recommendations on the

proposed technical conference on interregional coordination:

1. The Commission should recognize and not try to duplicate or supercede

the existing processes that are already underway to address seams issues where those

efforts are focused on operational issues. For those issues the Commission may want to

consider setting deadlines for parties to report on their progress. A technical conference

could perhaps advance this process, by producing more detailed categorizations and

definitions of those operational-type seams issues, compared to the limited discussion in

Order No. 2000. This elaboration on the issues could provide greater focus for the

industry groups working on these issues, to which the Commission could largely defer.

Operational issues include those where differences exist due to unique scheduling

deadlines or terminology but where a common market design is utilized. In addition, the

inter-RTO seams collaborative has identified many "day one" issues where interim

solutions may be needed until congestion management systems and other market designs

are put into place. For these issues, the Commission could set deadlines for progress but

not try to micromanage each activity.

2. For certain fundamental market design issues, the Commission should take

a more focused approach and acknowledge that different designs can exacerbate seams

issues. For example, such an approach could focus on whether it is feasible to maintain

separate market rules within the northeast and whether such different practices (or the
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creation of a third design) meet the needs of the marketplace in the timeframe it demands.

Such an approach would also focus on issues such as whether and how the flowgate

congestion management model can interface with LMP-based systems and what

fundamental designs need to be built into the models to ensure maximum compatibility.

These could be specific topics of focused technical conferences involving market

participants from each of the RTOs. However, for these types of policy and market

design issues, the Commission must be prepared to make the final decision if it truly

wishes to foster seamless transacting on a broad interregional scale.

3. A separate technical conference could be held on the subject of

interregional planning and siting. PJM has recently been forced to intervene in a New

York state generation siting proceeding to raise concerns about the impact on PJM of a

proposed new generation facility in New York. Ironically, some of the market

participants that most vigorously call for seams resolutions have opposed PJM's efforts to

raise a "seam issue" associated with a project planned for construction near the border of

one ISO which will have an adverse impact on another. The New York Public Service

Commission's assigned Administrative Law Judge has recently limited the scope of the

proceeding, leaving PJM largely without a remedy in that forum. There is much that the

Commission can do to bring parties together while still respecting the unique role of the

states and the Commission's limited authority in this area. For this reason, a technical

conference involving both this Commission and the state commissions could be helpful to

identifying regional models that would ensure the interregional planning and siting

coordination that is so necessary to making the system work. PJM believes that this

interregional coordination issue would be an appropriate topic of a separate technical

conference of its own.
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In short, PJM believes that a focused approach where certain market design and

siting issues are made the subject of targeted individual technical conferences while other

more technical operational issues are assigned to the RTOs, is a preferred approach. PJM

believes that such a roadmap would move all concerned closer to the goal of a seamless

market, which PJM embraces.

Respectfully submitted,

WRIGHT & TALISMAN, P.C.

By ___ ___ ___
Richard A. Drom Barry S. Spector
Vice President and General Counsel Paul M. Flynn
PJM Interconnection, L.L.C.
Valley Forge Corporate Center 1200 G Street, N.W.
955 Jefferson Avenue Suite 600
Norristown, PA 19403 Washington, D.C. 20005
(610) 666-8939 (202) 393-1200

Attorneys for
PJM Interconnection, L.L.C.

April 27, 2001
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UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

)
Regional Transmission Organizations ) Docket No. RM99-2-000

)

COMMENTS OF
AQUILA ENERGY MARKETING CORPORATION,

CONSTELLATION POWER SOURCE, INC.,
EDISON MISSION ENERGY,

EDISON MISSION MARKETING & TRADING, INC., AND
NRG POWER MARKETING INC.

WITH RESPECT TO MOTION FOR A TECHNICAL CONFERENCE

Pursuant to the Notice of Filing issued on March 28, 2001, 66 Fed. Reg. 17695, by the

Federal Energy Regulatory Commission ("Commission"), Aquila Energy Marketing Corporation,

Constellation Power Source, Inc., Edison Mission Energy, Edison Mission Marketing & Trading, Inc.,

and NRG Power Marketing, Inc. (collectively, the "Commenters") hereby submit their comments in

the above-referenced proceeding.

I. NOTICES AND COMMUNICATIONS

All notices and communications concerning this proceeding should be addressed to the

following persons:



Jerry Coffey, Esq. Peter W. Brown, Esq.
Aquila Energy Marketing Corp. Brown, Olson & Wilson, P.C.
1100 Walnut Street 501 South Street
Suite 3300 - Concord, NH 03304
Kansas City, MO 64106 (603)225-9716
(816) 527-4241 FAX (603) 225-4760
FAX (816) 527-4241 pbrown@bowlawxom
jecoffey@utilicorp.com

David M. Perlman, Esq. Paul A. Savage, Esq.
Vice President and General Counsel NRG Power Marketing, Inc.
Constellation Power Source, Inc. 6 Lyndon St.
111 Market Place, Suite 500 Concord, NH
Baltimore, MD 21202 (603) 785-8109
(410) 468-3490 paul.savage@nrgenergy.com
Fax (410) 468-3499
dmperlman@powersrc.com

Mr. Harvey J. Reed John Mathis, Esq.
Constellation Power Source, Inc. Edison Mission Energy
Managing Director Edison Mission Marketing & Trading, Inc.
111 Market Place, Suite 500 555 12th St., N.W.
Baltimore, MD 21202 Suite 640
(410) 468-3480 Washington, DC 2004
Fax (410) 468-3540 (202) 585-1199
hjreed@powersrc.com jmathis@edisonmission.com

William Roberts, Esq.
Edison Mission Marketing & Trading, Inc.
160 Federal Street
Boston, MA 02110-1776
(617) 912-6057
Fax (617) 912-5707
wroberts@edisonmission.com

II. BACKGROUND

On December 15, 2000, Electricity Consumers Resource Council, Electric Power Supply

Association, Enron Power Marketing, Inc., Reliant Energy Power Generation, Inc., and Dynegy Inc.
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(hereinafter, the "Conference Movants") jointly filed a Motion to Convene a Technical Conference on

Interregional Coordination. The Conference Movants urged this Commission to convene such a

technical conference to provide guidance on the implementation of Function 8 of Order 2000 -

Interregional Coordination.

Given the critical importance of resolving seams issues across regions in order to increase

commercial activity and improve reliability, the Conference Movants suggested that the Commission

adopt a more active role in guiding market participants toward a specific and concrete plan for

establishing successful interregional coordination. Underpinning their request for a technical

conference, the Conference Movants cited the general failure of RTO compliance filings to expand

geographic scope, described meaningful steps towards interregional coordination or set forth milestones

for the accomplishment of related objectives. The Conference Movants expressed the need for

immediate progress in this area and also noted the ineffectiveness to date of the Northeast ISO MOU

process as a means of developing a seamless trading area in a timely fashion.

The Conference Movants raised numerous issues relative to the Commission's future role in the

development of functional and effective interregional markets which will promote commerce and

eliminate barriers to trading across regions. To address and resolve these concerns, the Conference

Movants requested that the Commission convene a technical conference for all stakeholders to air the

issues, exchange views and develop specific templates for future action.

III. COMMENTS

Commenters are marketers of electric power, own generating resources and have plans to

develop generating resources in the control areas encompassed by PJM Interconnection ("PJM'), ISO
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New England ("ISO-NE"), the New York ISO ("NYISO"), the midwest and other parts of the

country. As such, the Commenters have significant interests in the development of seamless power

markets across control areas, transparent and liquid markets in and across contiguous control areas and

the reduction of the currently substantial (and increasing) transaction costs in the northeast and

elsewhere. Of singular importance to the Commenters is the development of a larger electric power

market in the northeast and midwest with common features and seamless borders between control

areas. The northeast currently has three operating ISOs and it is this region that has undertaken certain,

somewhat limited initiatives to create seamless markets, reduce transaction costs and create common

features across these control areas. Because of their origins as "tight" power pools these control areas

have, moreover, experience with intrapool and some interpool coordination that can be readily

expanded. The Comrenters have substantial investments and market positions in PJM,.New England

and New York.

Commenters believe that the Commission's request for comments is propitious. It comes at a

time after the Commission's own staff has suggested further coordination and the development of

common features in the northeast:'

It might be more effective to devote the resources of all market segments
and regulators to the potential for northeastern regional solutions to issues
such as transmission planning or congestion management than to perfect separate
ISO-administered markets. Synergies that will further the Commission's goal
of broader regional coordination may be lost, at a minimum, in the near term
and quite possibly longer term once NYISO and ISO-New England have made
considerable investments infixing or enhancing their separate markets. To

Staff Report to the Federal Energy Regulatory Commission on the Bulk Power Markets
in the United States, Part I, Investigation of Bulk Power Markets, Northeast Regions, November 1, 2000
("Staff Report") (emphasis added).
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prevent the possibility of continued internal changes by ISOs that do not also enhance,
and may hinder, further trade across the Northeast, the Commission may want
to take a more active role in the coordination and standardization process begun
with the MOU.

As noted above, certain initiatives have been undertaken by PJM, ISO-NE and the NYISO to

improve coordination and ISO-NE has announced it will be adopting certain features of the PJM

market design and adapting PJM software to the newly designed markets supervised by ISO-NE.

Much additional work, however, must be done as the progress of a number of these initiatives has

either been slow or, at best, intermittent; and much of this progress has been by dint of persistent and

aggressive efforts of a handful of market participants. There is also no assurance that the process will

be sustained or that while progress is being made on one set of issues, the separate ISOs will not adopt

different and potentially costly practices on another set of issues. The Commenters and other market

participants have also consistently urged greater interregional coordination in various filings in

connection with the RTO filings.

Finally, there is the very recent experience of Judge Wagner in developing a settlement of the

issues involving the Midwest ISO and the Alliance Companies. This settlement, which has broad

support, develops a broad framework which should be extended to include common market elements

as discussed below.

The Commenters believe that there should be market designs and features common to all the

markets across the northeast and into the midwest and contiguous control areas (e., Ontario). The

Commission should see to the establishment of an arrangement that initiates, develops and enforces

"commonality", assures that common features are preserved and prevents retrogression into uncommon
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and "unique" practices. By way of contrast, the current MOU arrangement, as more fully described

below, is a purely voluntary one and has no clear prescription for resolving differences or enforcing

common practices. In the context of the Commission's request for comments and the suggestion for a

technical conference, Commenters urge the Commission to convene a'series of technical or "settlement"

conferences under the auspices of a senior Administrative Law Judge familiar with interregional issues

with Commission staff assistance. These conferences would develop the steps necessary to achieve

"commonality" and the arrangements required to achieve a larger seamless wholesale power market

with common features.

A. Our Goal Must Be The Establishment of an Arrangement to Coordinate the Markets

At bottom, as observed by the Commission's staff in the Staff Report these markets are

"interdependent." Thus, to most effectively achieve true interregional coordination of markets, market

participants and regulators alike must embark upon a course of action which will promote a set of

mandatory arrangements that coordinates the markets in all regions - the control areas operated or

soon to be operated by ISO-NE, PJM, NYISO, the Alliance and the Midwest ISO.2 Such an

arrangement, moreover, can be designed with the northeast markets as a starting point, including PJM,

ISO-NE and NYISO and with an open architecture that will permit an eventual expansion to include

Ontario's Independent Electricity Market Operator ("IMO") and other control areas. In light of the

fact that New York is the hub for power trading in the northeast - the path from New England to PJM,

2 Coummenters do not necessarily advocate the adoption of any particular structure or
organization(s) to perform the functions of regional market coordination and other functions described in
Order 2000, and believe that flexibility is a virtue in the development of interregional coordination
arrangements.
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ECAR and potentially the largest Canadian market, Ontario, the design and implementation of a

coordinating arrangement is the common sense solution to existing problems within this trading area

Momentum is beginning to build for such a coordinating arrangement. Recently, for example,

ISO-NE announced its intent to adopt a market design substantially based on that currently in effect in

PJM and to take all feasible steps to converge its market with the NYISO.3 The NYISO's RTO

filing,4 moreover, contained recurrent "invitations" to undertake closer coordination of New York's

markets and institutions with New England's markets and institutions, and, where feasible, PIM and

other control areas.

As discussed below, salutary initiatives are underway to address seams issues across the

region's borders. Although the ISOs and market participants are engaged in a process designed to

increase commercial activity and improve reliability across the entire region, the Commenters fear that

stopping short of establishing an arrangement that provides a formal basis for establishing common

market elements will result in the continued balkanization of the northeast region and failure to achieve a

truly seamless trading area that could form the basis for expanding the arrangements into the midwest.

Such a seamless trading area would achieve results believed to be critical by the Commenters:

increased market transparency and liquidity and decreased transaction costs for market participants;

3 Preliminary Report of ISO New England Inc. Regarding "Standard Market Design,"
("Standard Market Design Report") at 2, attached to the Comments of ISO New England Inc. With
Respect to Motion For Technical Conference, dated March 29, 2001 and filed in the instant proceeding
("ISO-NE Comments").

4 Six of the members of the Transmission Owners Committee of the Energy Association of
New York State together with the NYISO Conferencely submitted their Order 2000 compliance filing on
January 16, 2001, in Docket No. RT01-95-000.
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these goals are consistent with the conclusion of the Staff Report. With the Commission involvement

these current efforts, moreover, can provide a foundation upon which the ultimate goal is realized: a

"common power market".

B. Current Inter-Regional Initiatives

Whether as part of the ISO Memorandum of Understanding ("MOU') working group process

in which all three of the northeast ISOs are involved, or as part of the extensive efforts on the part of

market participants prior to the January, 2001 RTO filings by ISO-NE and the NYISO, stakeholders

have convened and discussions have begun about how to effectively move toward the goal of a

seamless trading area. In fact, since December, 15, 2000, when the Conference Movants' motion to

convene the technical conference was filed, significant initiatives to address market issues have been

pursued and are in various states of study and discussion. The Commenters and other major market

participants, all of which actively participate in the electric power industry on a national level, are

engaged in the process and support these initiatives, including indicating such support in their respective

comments in response to the RTO filings in January by ISO-NE and the NYISO. The Commenters

nonetheless believe that these initiatives will not in and of themselves result in the timely development of

a coordinating organization or arrangement for regional markets.

1. Convergence of NE and PJM Markets

PJM and ISO-NE have announced a plan to implement a standardized market based on the

successful PJM market model and expect to file their proposed Standard Market Design with the
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Commission in May, 2001. 5 The implications of implementing the Standard Market Design are that

NEPOOL would adopt PJM's market rules and operating practices, primarily based on the PJM

market design. PJM's software would be adopted for use in the development of ISO-NE's Standard

Market Design.6 ISO-NE expressly states a desire to also converge its-markets with New York.7

The Commenters support ISO-NE's adoption of the Standard Market Design approach as a

means to implement a congestion management system and day-ahead market in New England in a

more timely and less expensive way. However, the Commenters are concerned that the Standard

Market Design, once implemented, may diverge significantly form the PJM model through single pool

refinements and modifications. ISO-NE has already made it clear through its initial presentations to

NEPOOL committees that the Standard Market Design will not be identical to the PJM market system.

In the absence of appropriately designed arrangements that promote and enforce commonality,

Commenters believe that further divergence of market systems and procedures may occur even

between market structures which initially have many common elements and that the initiative may be lost

including the common elements into the midwest.

2. Seams Issues Initiative

Within the context of the ISO MOU working group process, seams issues and preferred

practices are being identified. The NYISO, PJM, ISO-NE and involved market participants have

reached consensus regarding the five highest priority seams issues: (1) transaction checkout, (2)

5 ISO-NE Comments, at 2.

6 Standard Market Design Report, at 4.

7 Standard Market Design Report, at 2.
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schedule ramping, (3) transaction scheduling, (4) transaction curtailment, and (5) ATC/TTC.' As the

NYISO has noted, the need to resolve these issues is driven by the disparity in the way the ISOs

schedule and effect inter-control area exchanges, creating obstacles to the development of liquid

markets.9 Of particular concern to the Commenters, however, is that-while the "seams issues"/"best

practices" reports from the MOU groups identify certain discrete practices, which if adopted, could

remove barriers to interpool energy trading, these reports do not clarify how and when these barriers

will be removed. In other words, the reports express a commitment in principle to resolve barriers to

energy trading and lay out common, efficient practices, but there are no mechanisms to achieve even the

modest "best practices" the reports identify. The Commission's staff was cognizant of this problem as

reflected by its statement last November that "this process began over one year ago and has yet to

make significant progress."' ° Nearly five months later, there still are no time tables for implementation

of any of the identified "best practices." Clearly, while the seams issues resolution process within the

ISO MOU relationship has been helpful at identifying seams issues and proposing potential solutions, it

has not proven to be the vehicle through which a seamless common market for the northeast will be

developed.

3. An Independent Market Monitor for Multiple ISO Regions

8 Other high priority items which have been identified include (1) a capacity market, (2)
ICAP recall, and (3) trading hubs.

9 See NYISO - Market Participant Conference Proposal, at 2, attached to the NYISO
Committee Proposal, Seams Issues, High Priority Items, posted on the ISO MOU web site at
http://www.iosmou.com/working_groups/business_practices/documents/meeting/nyisoseams issues.pdf

'0 Staff Report, at 1-85.
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Certain of the Commenters were actively involved in designing a conceptual Independent

Market Monitoring Unit ("IMMU") which could be established to monitor markets across the northeast

market regions. It was the conclusion of those who developed the IMMU concept that market

monitoring cannot be confined to monitoring the behavior of market participants to the exclusion of

assessing the effects of activities of the ISO staff and implications of transmission expansion plans on the

efficiency and competitiveness of the markets. Thus, the IMMU would monitor markets to identify

potential market abuse, review the operations of the ISOs (and of transmission entities where

transmission functions affect the markets), and identify the need for changes to market rules, policies

and procedures to ensure efficient operation of competitive markets. The IMMU's activities would be

complementary to the real-time market monitoring and mitigation activities of the participating ISOs.

The objectives of the IMMU would be to assure that (1) the free interplay of market forces is

sufficient to produce prices that are consistent with competitive markets; (2) rules, practices and

procedures affecting the markets rely upon market mechanisms to the maximum extent possible and do

not inhibit the effect of competitive market forces, while being administered properly; and (3) both the

price information and mitigation activities affecting markets are sufficiently transparent to warrant the

confidence of market participants in the free functioning of competitive market forces as the determinant

of market prices.

As noted above, the IMMU initiative had considerable support among market participants in

New York and New England. The NYISO and ISO-NE, while not fully endorsing the IMMU,

undertook to establish a "jointly appointed market advisor." The Commenters believe that the broad

support demonstrated for the IMMU concept suggests that market participants and other stakeholders
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would welcome the opportunity to participate in Commission-facilitated discussions regarding the

development of a regional coordinating arrangement.

4. Regional Day-Ahead Market-Study

Certain of the northeast ISOs commissioned a study to determine the feasibility of a single

regional day-ahead market. The study addressed the potential costs, benefits and feasibility of a single

day-ahead market for the northeast region. While the Commenters are encouraged by the conclusions

of the DAM Study, they-were disappointed by the refusal of the PJM to participate in the study and

view this as an example of an area where Commission involvement could greatly facilitate further

initiatives.

5. Transmission Issues

With regard to transmission issues, PJM and the NYISO have engaged in some initiatives.

PJM, for example, is changing from its current two- proxy bus arrangement to a single proxy bus which

will match the NYISO's one proxy bus. The NYISO is developing an initiative designed to address

interregional congestion management, developing pilot scenarios for testing inter-ISO congestion

management and addressing possible pilot program constraints. Remote constraints between New

York and New England, Ontario and PJM have been identified as areas in which the NYISO can

experiment with various actions and determine which actions have the overall effect of relieving

constraints.

In addition to these ISO initiatives, certain of the Commenters and others have developed

proposals for more extensive inter-pool cooperation to assure expanded access to and increased

liquidity and transparency in the now separate markets. While these initiatives would enhance the
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functioning of the ISOs if they were to remain separate entities, the most effective and efficient result

would be the creation of a coordinating arrangement.

C. A Coordinating Arrangement Is Superior to Stand-Alone RTOs

Although the nature of the institution of a coordinating arrangement is as yet undefined, the

Commenters agree that it must encompass the following important and critical elements: certain key

market design features and the coordination of day-ahead market transactions. In addition, access to

the system, whether financial or physical, must be consistent The hallmark of the coordinating

arrangement would be "commonality" - there would no longer be any seams issues, but markets with

key common elements that promote a seamless market between adjacent regions.

D. Relief Sought

The Commenters agree that the most effective way to proceed toward the desired end-state is

to have this Commission convene a series of technical or settlement conferences, the purpose of which

will be to develop concrete steps to the formation of a coordinating arrangement. Recent experience in

New England under the supervision of Judge Cowan is instructive: the sheer magnitude of this effort

will require a series of meetings and supervision by a senior Administrative Law Judge ("ALJ") will be

essential. A one- or even two-day session is likely not to be sufficient to develop consensus on the

issues. It is also clear that broad participation by many will produce the best result. In addition to the

ISOs, the ALJ and market participants, active involvement by Commission staff will facilitate the

process. In this regard, the Commenters are encouraged by the recent success of the Commission's

ADR process in facilitating a comprehensive settlement among utilities belonging to the Midwest ISO
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and the Alliance. See Illinois Power Company, 95 FERC 1 63,003 (Chief Judge's Certification of

Settlement, April 6, 2001). While that settlement resulted in a general transmission framework, market

related issues for which commonality is needed should also be addressed between regions, including the

midwest areas.

The Cornmenters recommend that as a result of this process the Commission establish a series

of milestones, guidelines and timelines for the development and implementation of a regional

coordinating arrangement.

IV. CONCLUSION

For the foregoing reasons, the Commenters respectfully request that the Commission:

1. Convene technical or settlement conferences as described in these comments under the

supervision of a senior Administrative Law Judge and with the assistance of

Commission staff;

2. Establish, after due consideration and the results of the discussions at the conferences,

milestones, guidelines and timelines for the development and implementation of a

regional coordinating arrangement; and

3. Grant such other and further relief as will be just and reasonable under the

circumstances.
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AQUILA ENERGY MARKETING CORPORATION
CONSTELLATION POWER SOURCE, INC.
NRG POWER MARKETING, INC.

By their Attorneys,

BROWN, OLSON & WILSON, P.C.

Dated: April 27, 2001 By: /s/ Peter W. Brown
Peter W. Brown, Esq.
David K. Wiesner, Esq.
Pamela G. Van Horn, Esq.
501 South Street
Concord, NH 03304
(603) 225-9716

EDISON MISSION ENERGY
EDISON MISSION MARKETING & TRADING, INC.

By their Attorney,

Dated: April 27, 2001 By: /s/ John Mathis
John Mathis, Esq.
Edison Mission Energy
555 12' St., N.W.
Suite 640
Washington, DC 20004
(202)585-1199

15



CERTIFICATE OF SERVICE

I hereby certify that the within document was this day served via U.S. Mail, first class, postage

prepaid, on the parties on the official service list.

Dated: April 27, 2001 A
David K. Wiesner, Esq.



Friday, March 15, 2002 4:19 PM Profile Page: 1

Folder Profile

Control # 2001-011412 I Name Letter to Secretary Spencer Abraham from George William

Priority Important Critical Folder Trigger Letter

DOE Addressee Source PM-O
Spencer Abraham --l-I

Im I______________________ amDate Received 5/2/01

Subject Text . Correspondence Date 4/27/01
Regional Transmission Organizations, Docket I

No. RM99-2-000, Comments Of Transenergie RIDS Information Head of Agency
In Support Of Motion For Technical
Conference Sensitivity Mot Applicable

Action Office # Classification None

Signature/Approval Point of Contact GREENA
NA- - -

__I_______NA I_ Organization ID EXECCORR2

Action Requested Assigned To
IProg Determination GC

Special Instructions Date Due

Date Completed 5/4/01

^u



2001-011412 5/2 P 3:49

UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

)
Regional Transmission Organizations Docket No. RM99-2-000

COMMENTS OF TRANSENERGIE IN SUPPORT OF
MOTION FOR TECHNICAL CONFERENCE

Pursuant to the Notice of Filing issued on March 28, 2001 by the Commission in the

captioned proceeding, TransEnergie, the transmission division of Hydro-Quebec, hereby

provides its comments.

The Commission's March Notice requested comments on a motion filed by the

Electricity Consumers Resource Council, Electric Power Supply Association, Enron Power

Marketing, Inc., Reliant Energy Power Generation, Inc. and Dynegy, Inc. (together "Joint

Movants"). Joint Movants have requested that the Commission convene a technical conference

to provide guidance on the implementation of Function No. 8 of Order No. 2000. Function No. 8

requires that RTOs ensure interregional coordination, which Order No. 2000 defines as ensuring

the integration of reliability practices within an interconnection and market interface practices

among regions. TransEnergie agrees with the Joint Movants that there is a need for immediate

progress on interregional coordination and believes that a technical conference to discuss this

issue would be useful. This is particularly true with respect to RTO formation in the northeast

United States, both generally and specifically with respect to the reliability issues faced in the

Northeast this summer.
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The Commission can achieve the necessary immediate progress on interregional

coordination by convening a technical conference with strict deadlines for prompt resolution of

the seams issues between the various regions. Earlier resolution of the seams issues will directly

contribute to system reliability and commercial stability this summer. Recognizing that RTOs

will not be in place before the end of this year, the Commission should give immediate priority

to regional coordination and not wait for the full implementation of the various RTOs.

I. TRANSENERGIES' INTERESTS

TransEnergie is responsible for operating Hydro-Quebec's large integrated transmission

system, a NERC control area. TransEnergie performs both the transmission and system

operations functions without any intervention by the merchant function of Hydro-Quebec.

TransEnergie provides open access transmission pursuant to a transmission tariff, comparable to

the Order 888 proforma tariff.

TransEnergie filed initial comments in this docket on August 23, 1999 and reply

comments on October 6, 1999.
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II. COMMUNICATIONS

Communications with respect to these comments should be directed as follows:

Francois Roberge
Marketing Director George H. Williams, Jr.
Direction Commercialisation Cameron McKenna ELP
TransEnergie 2175 K Street, N.W.
Complexe Desjardins, Tour Est Fifth Floor
9' etage Washington, D.C. 20037-1.809
Case postale 10000 Tele: (202) 466-0060
Montreal (Quebec) HSB 1H7 Fax: (202) 466-0077
Tele: (514) 289-5883
Fax: (514) 289-5417

Paul Charbonneau
Marchand, Lemieux
75, Boul Rene Levesque Ouest
4' etage
Montreal (Quebec) H2Z 1A4
Tele: (514) 289-3529
Fax: (514) 289-2007

m. DISCUSSION

TransEnergie submits that a technical conference can advance the objective of integration

between the regions in the northeast United States. TransEnergie further submits that the

resolution of "seams issues" will directly contribute to system reliability this summer and thus a

priority should be given to forging regional coordination immediately, rather than waiting for

RTOs to begin operation, which will occur by December 15, 2001, at the earliest.

In their RTO filings before the Commission, PJM Interconnection, L.L.C. ("PJM"), ISO

New England, ("ISO-NE") and the New England Transmission Owners' and the New York ISO

("NYISO") and the New York Transmission Owners for the most part rely on the ISO-MOU as

the principle way to address RTO Function 8. The Commission staff has expressed concern

about whether this MOU process will be effective. Federal Energy Regulatory Commission
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Staff Report on Bulk Power Markets at 1-85 (November 1, 2000) (noting that in its first years.

the MOU process had "yet to make significant progress."). But, regardless of whether the MOU

process can be effective in the long term, there is reason to be concerned about whether that

process can be effective in the immediate term and so can assist in resolving the reliability issues

that will be faced this summer.

Moreover, the MOU process does not provide for sufficient coordination between the

four regions included in the MOU and others outside the MOU. It is therefore essential that

Commission launch other initiatives, such as the technical conference requested by Joint

Movants, to ensure that all necessary parties are involved. However, the Commission should

impose strict deadlines, lest the goal of broad participation become a vehicle for delay.

Real and immediate benefits can be achieved by virtue of this technical conference. The

transfer capability between Quebec and the United States can be immediately increased - to the

benefit of both New England and New York - by specific actions that can be developed at this

technical conference and implemented promptly. Transfer capabilities over many of the

interconnections between Quebec and the United States are affected by internal constraints in

New England, New York, and PJM. It is possible to develop means to address those internal

constraints and so increase that transfer capability. For example, when, as is often the case,

events in PJM affect the transfer capability over the Hydro-Quebec New England HVDC

interconnection, some action from PJM to release constraints on the HVDC interconnection

would provide an additional 500 MW to New England. The HVDC line has a nominal capacity

of 2000 MW. But, mainly because of constraints in PJM, the line is limited to 1500 MW.

Relieving those constraints in PJM would increase the transfer capacity. This would benefit

New England and New York, by bringing more supply into these regions.
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Accordingly, TransEnergie requests the convening of an immediate technical conference.

To be most effective, this technical conference should address at a minimum the following

issues:

the calculation and posting of Total Transfer Capacity (TTC) and Available

Transfer Capacity (ATC) on interconnections between control areas,

- joint planning for maintenance,

- emergency transactions for reliability purposes, and -

- interregional actions for constraint relief and increasing TTC and ATC.

In TransEnergie's view, these issues are the issues most likely to produce benefits in time for this

summer.

WHEREFORE, TransEnergie respectfully urges that the Commission convene a

technical conference to address interregional coordination, including, at a minimum, the above

listed issues. This conference should occur immediately. The Commission should not miss the

opportunity to address the very real difficulties that may be faced in the northeast United States

this summer.

Respectfully submitted,

Gerge H. Williams,\Jr./
Attorney for TransEngie.

Cameron McKenna LLP
2175 K Street, NW
Suite 500
Washington, DC 20037
(202) 466-0060
(202) 466-0077 (fax)

April 27, 2001

5



CERTIFICATE OF SERVICE

I hereby certify that I have this day served the foregoing document upon each

person designated on the official service list compiled by the Secretary in this Docket No.

RM99-2-000, in accordance with the requirements of Rule 2010 of the Commission's

Rules of Practice and Procedure, 18 C.F.R. § 385.2010.

Dated at Washington, D.C., this 27th day of April, 2001.

Lucy J. Gibbon
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UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

Regional Transmission Organizations ) Docket No. RM99-2-000

COMMENTS OF ABB POWER T&D COMPANY INC.
TO JOINT MOTION TO CONVENE A TECHNICAL CONFERENCE

Pursuant to the Notice issued by the Federal Energy Regulatory Commission

("Commission") on March 28, 2001, ABB Power T&D Company Inc. ("ABB") hereby files its

Comments in response to the Joint Motion filed by Electricity Consumers Resource Council,

Electric Power Supply Association, Enron Power Marketing, Inc., Reliant Energy Power

Generation, Inc. and Dynegy, Inc. ("Joint Movants") to Convene a Technical Conference on

Interregional Coordination. ABB recognizes the importance of interregional coordination and,

specifically, a coordinated method for addressing such "seams" issues. Without taking a position

at this time on whether a technical conference is necessary to address these issues, ABB supports

strongly the processes currently underway to develop best practices and further interregional

coordination, especially among the New York, PJM and New England ISOs. ABB believes that,

in developing best practices and other processes for addressing interregional coordination and

seams issues, all interested participants must be able to provide input and all potential methods to

address these issues must be explored to ensure that the best practices are, indeed, developed.

Otherwise, the development of truly competitive markets will be hampered. In support of these

Comments, ABB submits as follows:
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I.

Notices and Communications

Notices and communications respecting these comments should be addressed to:

John R. Attanasio, Esq. Robert L. Daileader, Jr., Esq.
Vice President and General Counsel Nixon Peabody LEP
ABB Power T&D Company, Inc. 401 Ninth Street, N.W.
940 Main Campus Drive - Suite 500 Suite 900
Raleigh, NC 27606 Washington, DC 20004
919-856-3865 (telephone) 202-585-8318 (telephone)
919-856-2501 (fax) 202-585-8080 (fax)
john.r.attanasio@us.abb.com (e-mail) rdaileader@nixonpeabody.com (e-mail)

II.

Interests of ABB

ABB, through its Utilities Automation business, develops and implements software

systems for the global energy industry. ABB is a part of the ABB Group of companies

(http://www.abb.com/), serving manufacturing, process and consumer industries, utilities, and

the oil and gas markets throughout the world.

ABB has worked with a number of ISOs to develop state of the art software and systems

for managing the electricity markets and transmission grid. ABB's systems are the most

complete, and field-proven, solutions found in the industry. ABB has developed state of the art

software and has helped in the implementation of the New York ISO's systems for managing

day-ahead, hour-ahead, and real-time electricity markets. ABB's software and systems are also

managing the extremely volatile California electricity markets and are currently undergoing

market trials by the Ontario IMO. In addition to its initial system deployments, ABB is working

with customers to refine and improve market designs. ABB is currently developing a system for

market stabilization for the California ISO which has characteristics similar to the NY ISO day-
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ahead scheduling system. Thus, ABB is on the "leading edge" in terms of developing systems

and software and methods to implement best practices to address seams issues across regions.

m.-

Background

On December 15, 2000, the Joint Movants filed with the Commission a Motion

requesting the Commission establish a technical conference, the purpose of which would be to

provide guidance on implementation of Function 8 of Order No. 2000 - Interregional

Coordination. Specifically, the Joint Movants seek to develop a template of guidelines that each

regional transmission organization ("RTO") would have to meet in order to satisfy Function 8 of

Order No. 2000. The Joint Movants are concerned that RTOs are not voluntarily addressing

seams issues in a meaningful way and need such standards and guidance from the Commission

to ensure that seams issues are addressed in a timely manner. The Joint Movants criticized the

efforts underway in the Northeast, among the New York, New England and PJM ISOs, to

address seams issues in a coordinated fashion. The Joint Movants stated that the Memorandum

of Understanding ("MOU") process underway among market participants in the Northeast was

ineffective and that Commission intervention is necessary.'

On January 1, 2001, the Indicated New York Transmission Owners 2 filed an Answer to

the Motion. In its Answer, the Indicated New York Transmission Owners asserted that the Joint

As noted by the Indicated New York Transmission Owners (Answer at 2), the NYISO, PJM, ISO-NE and the
Ontario Independent Electric Market Operator are participants in the MOU process and have been working for
more than one year on market interface practices to address seams issues.

2 The Indicated Transmission Owners listed include Central Hudson Gas & Electric Corporation, Consolidated
Edison Company of New York, Inc., the Power Authority of the State of New York, Niagara Mohawk Power
Corporation and Rochester Gas and Electric Corporation.
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Movants mischaracterized the nature and efforts of the MOU process and expressed their

commitment to resolving seams issues. The Indicated New York Transmission Owners opposed

a technical conference and suggested that efforts should be undertaken to strengthen the MOU

process or, if the MOU process is unable to resolve all seams issues, develop alternate processes

to ensure that seams issues are addressed in the Northeast

On March 29,2001, ISO New England, Inc. (ISO-NE") filed Comments with respect to

the Motion for Technical Conference. ISO-NE's Comments consist of the submission of a

"Preliminary Report of ISO New England, Inc. Regarding 'Standard Market Design'"

C'Preliminary Report"). In this Preliminary Report, ISO-NE represents that it has developed and

will shortly submit for Commission approval, a standardized structure for wholesale electricity

markets. According to ISO-NE, it has developed this "Standard Market Design" in "close

collaboration with PJM and with the systems contractor for both PJM and the ISO, ALSTOM

ESCA" ("ESCA"). 3 ISO-NE indicates that it has signed a Letter of Intent with PJM and ESCA

for the development of the "Standard Market Design" in an attempt to complete its Commission-

ordered market design changes as quickly as possible. ISO-NE indicates (at 2) that it plans to

present (but apparently had not yet presented) the proposal to NEPOOL, regulators and "other

affected stakeholders." ISO-NE hopes that this proposal would "set a new national benchmark

for a 'best practices' wholesale electricity markets..." and stated that ISO-NE would continue to

work with NYISO to resolve seams issues.

Preliminary Report at 1.
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IV.

Comments

ABB opposes adoption of a "Standard Market Design" concept as put forward by ISO-

NE. ABB is concerned that ISO-NE has moved forward with its proposed "Standard Market

Design" without appropriate consideration of other methods and products that could achieve

greater interregional coordination and/or efficiencies for the benefit of all market participants.

ABB supports interregional coordination and development of best practices through the

participation in such development by ALL interested parties in all relevant regions. ABB

believes that the current MOU process underway among the Northeast ISOs is an integral part of

the process of developing and implementing "best practices." However, the MOU process and

other coordinated efforts will not succeed unless all interested persons, including all ISOs and

stakeholder/participants in the ISOs are permitted to analyze the various options available to

address the applicable seams issue. ISO-NE should reach out to interested parties in

developing/announcing its Standard Market Design.

ABB also opposes the ISO-NE's use of the term "Standard Market Design" in connection

with its proposal. As ISO-NE acknowledges (Preliminary Report at 2), this term implies that the

proposed design is a benchmark standard that could be applied elsewhere. In fact, however, a

design based on the PJM market model is not necessarily the most appropriate design for ISO-

NE much less one that is appropriate for other markets. ISO-NE itself (Preliminary Report at 3)

acknowledges that the PJM and ISO-NE systems are very different, with the ISO-NE systems

being significantly more complex (and more akin to those of the NYISO).4 PJM's software will

4 The report states, for example, that (1) the ISO-NE's settlement system is more complex, with the ISO
providing more functionality to its market participants than PJM; (2) the ISO-NE market has five products,

(Foonote continued on next pag)
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require substantial modification to meet the ISO-NE specifications. The same would be true

across other ISO/RTOs. Any software and systems designed for a RTO must operate and meet

the needs of the location in which the RTO is located. Thus, while the ability to operate in

conjunction with a neighboring RTO is important, each RTO must adopt software and systems to

meet the needs of the region in which it is located.

Even as it would apply to the ISO-NE market, the proposalis problematic. By starting

from the PJM design, the proposal will require substantial software and systems development

Since the results of the new development will not have been field-proven, this approach will be a

continuation of a costly market experiment ABB believes that, by working with other ISOs

with relevant operational experience, ISO-NE can reduce the risk associated with such an

experiment and considerably expedite the system implementation.

(Fooo wt canauedfioprioapagp)
PJM has two; (3) ISO-NE provides a day-ahead price forecast, PJM does not; and (4) ISO-NE's tansaction
market is economic based and PJM's is reservation based.
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WHEREFORE, ABB respectfully requests that the Commission focus its efforts on

interregional coordination by requiring the development of best practices in a coordinated way

through the MOU process with the advice/input of all interested parties.

Respectfully submitted,

Robert L. Daileader, Jr.
Counsel to
ABB Power T&D Company Inc.

Of Counsel:

Nixon Peabody LLP
401 Ninth Street, N.W.
Suite 900
Washington, DC 20004
202-585-8318 (telephone)
202-585-8080 (fax)
rdaileader@nixonpeabody.com (e-mail)

Dated: April 27,2001
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CERTIFICATE OF SERVICE

I hereby certify that I have this day served the foregoing document on each person listed

on the Official Service List compiled by the Secretary in this proceeding.

Dated this 27" day of April, 2001.

Elizah W. Whittle



2001-009718
Department of Energy

Washington, DC 205850 MAY 14 Z 2001-009249MAY 1 4 2001

Mr. Timothy N. Tangredi
President/CEO
Dais Analytic Corporation
11552 Prosperous Way
Orlando, Florida 33556

Dear Mr. Tangredi:

Thank you for your letter of April 4, 2001, to the Secretary of Energy concerning
advanced fuel cell membranes. The Office of Power Technologies has been asked
to respond.

The Office of Power Technologies has a small program in the area of Proton
Exchange Membrane (PEM) fuel cells for stationary applications and the
development of advanced reformers. The membrane program is researching high-
temperature membranes to allow fuel cells to cogenerate, poisoning of membranes,
and low-cost membranes with good water transport capability. Additionally, the
Department is looking at PEM fuel cells for transportation applications within the
Office of Transportation Technologies.

We would be pleased to set up a time to hear about new developments in your
membrane technologies. Please contact Ronald Fiskum, (202) 586-9154 on my
staff to set up a time convenient to you for a briefing.

Sincerely,

Patricia Hoffman, Office Director
Distributed Energy Resources
Office of Power Technologies
Energy Efficiency and Renewable Energy

cc: Ronald Fiskum, EE-16

@ Printed with soy ink on recycled paper
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UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

Regional Transmission Organizations ) Docket No. RM99-2-000

NEW YORK INDEPENDENT SYSTEM OPERATOR, INC.'S
REPLY COMMENTS

The New York Independent System Operator, Inc. ("NYISO") hereby respectfully

submits its'Reply Comments in this proceeding concerning the Electricity Consumers Resource

Council, et al.'s joint motion ("Motion")' which requested that the Commission convene a

technical conference to provide guidance on the implementation of Order No. 2000's2 Inter-

Regional Coordination requirement.

I. THE INITIAL COMMENTS IN THIS PROCEEDING CONFIRM THAT A
"NATIONAL" SEAMS CONFERENCE WOULD NOT HELP, AND COULD
HINDER, ONGOING EFFORTS TO RESOLVE SEAMS ISSUES IN THE
NORTHEAST

The initial comments in this proceeding demonstrate that most Northeastern stakeholders,

including some, such as PSEG Companies,3 that support the Motion, agree that substantial

progress has been made towards creating a seamless trading area in the Northeast. Several New

Joint Motion of Electricity Consumers Resource Council (ELCON), Electric Power
Supply Association, Enron Power Marketing, Inc., Reliant Energy Power Generation, Inc.,
Dynegy. Inc. to Convene a Technical Conference on Inter-Regional Coordination, Docket No.
RM99-2-000 (December 15, 2000).

2 Regional Transmission Organizations. Order No. 2000, Hl FERC Stats. & Regs. ¶ 31,089
(1999); Order No. 2000-A, III FERC Stats. & Regs. 1 31,092 (2000).

See Comments of the PSEG Companies to the Joint Motion to Convene a Technical
Conference on Interregional Coordination ("PSEG Companies'), at 3-6.



York transmission owners, 4 National Grid USAs and ISO New England Inc. ("ISO-NE"),6 join

the NYISO in strongly opposing a national technical conference on "seams" issues because it

would: (i) divert attention from ongoing seams resolution efforts in the Northeast; (ii) have the

potential to override much of what the Northeast has already achieved; and (iii) be unwieldy and

unworkable. Similarly, the New York State Electric & Gas Corporation ("NYSEG"), and several

other New York transmission owners, which favor accelerating ISO consolidation in the

Northeast, agree that a national seams technical conference would be unhelpful in the region

given the progress that has already been made.7 Even the PJM Interconnection, L.L.C. ("PJM'),

See Intervention and Comment of Indicated Transmission Owners (Consolidated Edison
Company of New York, Inc., Orange and Rockland Utilities, Inc., the Power Authority of the
State of New York and Niagara Mohawk Power Corporation), at I ("Many regions, including the
Northeast, are working already to address and improve interregional coordination in accordance
with Order No. 2000. Convening a generic technical conference of nationwide applicability, to
address seams issues, is inappropriate and unnecessary and would likely disrupt the processes
already underway.")

Motion to Intervene, Comments on Requestfor Technical Conference and Response to
ISO New England Comments of National Grid USA ("National Grid USA"'), at 7-8
(Emphasizing the Motion's failure to recognize the practical and technical difficulty of Inter-
Regional Coordination and failure to acknowledge the significant progress that Northeastern
stakeholders have made on seams issues.) See also National Grid USA at 10-11 (The technical
conference proposed in the Motion would be unworkable.)

6 Supplemental Comments of ISO New England Inc. With Respect to Motion for Technical
Conference, at 3-10, 3 ("The Commission should deny the Motion because: (i) much progress
has been made on inter-regional coordination since the Motion was filed; (ii) Order No. 2000,
and subsequent RTO Orders, have been sufficiently clear (yet flexible) concerning inter-regional
coordination; (iii) the Motion's request for more stringent standards and stricter timetables
constitutes a collateral attack on Order No. 2000; and (iv) holding a technical conference now
would only divert time and effort from existing RTO implementation and seams resolution
efforts.)

7 See, e.g., Joint Comments of Central Hudson Gas & Electric Corporation, LIPA. New
York State Electric & Gas Corporation and Rochester Gas and Electric Corporation
("NYSEG'), at 1-3.
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which favors greater Commission involvement pertaining to seams issues, nevertheless

recognizes that different regions are facing different problems which should be addressed

separately. PJM also asks that the Commission "recognize and not try to duplicate or supercede

the existing processes that are already underway to address seams issues .... '*

In addition, several commenters that are based outside of the Northeast share the

NYISO's view that it would be highly inadvisable for the Commission to attempt to find one-

size-fits-all solutions because different regions have legitimately different seams and interface

practices. For example, the Pinnacle West Companies, which oppose a technical conference, ask

that if the Commission decides to more actively address seams matters that it schedule separate

conferences for the East and West because of the numerous technical differences in regional

transmission systems and markets.9 A broad coalition of western stakeholders makes a similar

request that the Commission reject the Motion or, as a second-best alternative, hold regional

conferences in recognition of the fact "interregional coordination issues follow the contours of

the physical systems within each North American interconnected region."' 0 The transmission

owning sponsors of the proposed Alliance RTO make much the same point when they urge the

Comments of PJM Interconnection, L.L.C. on Joint Motion to Convene a Technical
Conference on Interregional Coordination ("PJM"), at 7. See also PJM at 5 ("Therefore, the
solutions to these problems will vary from region to region and cannot be solved with a uniform
mandate from a single technical conference. Rather they need to be solved by sustained, focused
effort by the affected parties in each case.")

The Pinnacle West Companies Comments on Motion Requesting Technical Conference
("Pinnacle West') at 3.

'0 Joint Comments of the Bonneville Power Administration, Desert STAR. Inc., Idaho
Power Company, The Montana Power Company, Nevada Power Company, Pacificorp, Portland
General Electric Company, Puget Sound Energy, Inc. and Sierra Pacific Power Company in
Response to Joint Motion of Electricity Consumers Resources Council, Et. Al. to Convene a
Technical Conference, at 2, 4.
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Commission to avoid mandating specific seams "templates" and to do no more than provide

flexible guidance that recognizes regional differences, consistent with the spirit of Order

No. 2000."

Finally, a number of commenters agree that any conference, or conferences, which may

be held should, at a minimum, be postponed until after the conclusion of this summer's peak

demand season."

By contrast, those commenters that favor holding a national seams conference in the very

near term unreasonably minimize the enormous practical, technical and logistical problems that

such a conference would pose. A number of these commenters disparage the Northeast's seams

resolution efforts but fail to establish their claims. Several critics rely entirely on the

Commission Staff's November 1, 2000 Report on Northeastern Bulk Power Markets," ignoring

the fact that this report is now six and a half months old, was prepared using even older

information and, whatever its initial merit,'4 no longer accurately describes conditions in the

Northeast. Others assert that the Inter-ISO Memorandum of Understanding ("MOU) process in

Initial Comments of the Alliance Companies on Implementation of Function 8 of Order
No. 2000. at 5-6.
12 See. e.g., Pinnacle West at 2 (Requesting delay); Comments of Edison Electric Institute
on Requestfor Technical Conference, at 2 (Requesting delay until early 2002.).

Investigation of Bulk Power Markets, Northeast Region, issued by Commission Staff on
November 1, 2000.

See New York Independent System Operator, Inc. 's Answer to Certain Motions and
Requestfor Leave to Answer and Answer to Certain Motions and Comments ("Answer"), Docket
No. RT01-95-000 (March 23, 2001) at Section II.F (Explaining that the Northeast Report
contains a number of inaccuracies attributable to: (i) the haste with which it was prepared; (ii) the
use of stale data; and (iii) the lack of consultation between Commission and NYISO staffs on
technical issues. The NYISO also noted that it had addressed many of these inaccuracies at the
technical conference held on January 22-23 in Docket No. ER00-3591-000, et al.).
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not working without explaining why, or acknowledging the many non-MOU-specific efforts also

directed at resolution of seams issues among the Northeastern ISOs. No commenter has justified

the claim that the Northeastern seams resolution process should be abandoned in favor of a

generic effort to create one-size-fits all systems that will not reflect the market and physical

system realities of each region.

In short, even if the Commission decides to become directly involved in the highly

technical work of developing seams and interface standards, it should recognize that the

Northeast has made substantial progress toward achieving this goal and avoid doing anything

that would undermine it. Instead, the Commission should support the ongoing seams resolution

initiatives in the Northeast while encouraging other regions to take a similar approach. There is

no need for a technical conference to accomplish this. Alternatively, if the Commission decides

to initiate technical conference proceedings, it should hold separate regional conferences, which

would not begin until after the end of the summer.

11. CERTAIN INITIAL COMMENTS MAKE PROPOSALS THAT ARE BEYOND
THE SCOPE OF THIS PROCEEDING AND SHOULD BE REJECTED

A number of the Initial Comments in this proceeding make substantive proposals that are

far removed from the subject matter addressed by the Petition, are outside of the legitimate scope

of this proceeding, and should therefore be rejected. This is especially true because a number of

these proposals are already pending before the Commission in other proceedings and should not

be rehashed here.

A. ISO Consolidation Proposals

The "Joint Commenters," i.e., Central Hudson Gas & Electric Corporation, LIPA, New

York State Electric & Gas Corporation ("NYSEG") and Rochester Gas and Electric Corporation,
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oppose a national seams conference but recommend that the Commission adopt a detailed

functional and structural integration program to consolidate the three Northeastern ISOs over a

two to three year period. NYSEG proposed an essentially identical program in its comments on

the NYISO's Order No. 2000 compliance filing in Docket No. RT01-95-000. The NYISO

opposed several specific aspects of this program in its Answer in thatproceeding. Because these

issues are already being actively considered in Docket No. RT01-95-000, and because ISO

consolidation raises numerous issues that are beyond the scope of this proceeding, the

Commission should not act on the Joint Commenters' proposed program at this time. 5

B. "Independent Market Monitoring Unit" and "Regional Market Board" Proposals

A group of five power marketers (collectively the "Five Marketers") 16 and a separate

group of six generating companies (collectively the "Six Generators")' 7 propose that the

Commission require the creation of an independent Market Monitoring Unit ("IMMU") to

monitor markets across the Northeast. As an initial matter, these commenters have not explained

what this proposal has to do with Order No. 2000's inter-regional coordination requirement. It is

therefore not at all clear why the IMMU should be discussed in this proceeding. Moreover,

several of these commenters previously submitted the IMMU proposal, which has never been

approved by the governance institutions of any of the Northeastern ISOs, in Docket

However, in the event that the Commission decides to address the merits of NYSEG's
ISO consolidation program in this proceeding the NYISO respectfully asks that it consider the
NYISO's reply comments on the subject in Docket No. RT01-95-000.
16 See Comments ofAquila Energy Corporation, Constellation Power Source, Inc., Edison
Mission Energy, Edison Mission Marketing & Trading, Inc. and NRG Power Marketing, Inc.,
With Respect to Motion for a Technical Conference, at 10-11.
17 See Comments of the Generator Group In Support of Motion to Convene Technical
Conference ("Six Generators"), at 1, 2-3.
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No. RT01-95-000 and in ISO-NE's RTO compliance proceeding, i.e., RT01-86-000. The NYISO

and ISO-NE objected to the proposal in their respective proceedings and are awaiting a

Commission decision. There is thus no need to revisit the IMMU issue here.'"

Similarly, the Six Generators ask the Commission to establish a "Regional Markets

Board" ("RMB") in the Northeast. This issue is likewise already pending in Docket

Nos. RT01-86-000 and RT01-95-000 and, despite the Six Generators' creative attempts to

transform a governance question into a seams issue, should not be addressed again in this

proceeding.

C. Proposal to Revisit Order No. 2000's Scope and Configuration and Voluntariness
PrinciDles

The Transmission Dependent Utility Systems ("TDUs") propose that the Commission

look beyond Order No. 2000's Inter-Regional Coordination requirement and "conduct a 'mid-

course' review assessment of whether its current policy of allowing TOs to pick the RTO of their

choosing should be revisited."" This is an unambiguous attempt by the TDUs to re-open Order

No. 2000's scope and configuration requirement, as well as its conclusion that RTO formation

should be a voluntary process. The Commission has already denied similar requests in Order

Nos. 2000 and 2000-A and should not consider them yet again in this proceeding.

D. Market Standardization Proposals

However, in the event that the Commission decides to address the merits of the IMMU
proposal in this proceeding the NYISO respectfully asks that it consider the NYISO's reply
comments on the subject in Docket No. RT01-95-000.
19 Comments on Request to Convene Technical Conference of the Transmission Dependent
Utility Systems, at 6-7.
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PJM suggests that certain seams problems will be created, or exacerbated, so long as

different regions employ different market designs and implies that the Commission should

consider taking steps to force greater market standardization. 2 The PSEG Companies go further,

and suggest that the NYISO should be required to adopt the "Standard Market Design" that PJM

and ISO-NE propose to develop.2 '

Both of these proposals are inconsistent with Order No. 2000 and premature. Order

No. 2000 did not insist that all regions in the country adopt homogenous market practices.

Indeed, the very purpose of Order No. 2000's inter-regional coordination requirement is to

reconcile the differences that can arise at regional borders. The Commission should support

ongoing efforts to harmonize neighboring regions' market rules when it is efficient to do so,

such as the current Day-Ahead Market study, "Best Practices" proposals and other market

coordination efforts in the Northeast, but should not impose a particular market design without

regard for the varying physical transmission realities, and reliability issues, that different regions

face. Moreover, because no suitable standard market model, including the proposed "Standard

Market Design,"' has yet been implemented, it would obviously be premature to attempt to

impose a "standard" on other markets at this time.

20 See PJM at 7-8.

21 See PSEG Companies at 9.

22 Moreover, as ABB Power T&D Company, Inc. notes in its comments, there is some
question as to whether the "Standard Market Design" will prove to be a workable national
standard. See Comments of ABB Power T&D Company Inc. to Joint Motion to Convene a
Technical Conference, at 5-6.
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E. Standardized Business Practices Proposals

The Electronic Scheduling Collaborative ("ESC") supports the Motion's proposed

technical conference as a vehicle to consider the standardized business practices it is currently

developing and their interaction with proposed standardized solutions to seams issues. The

NYISO believes that this recommendation should be rejected because it would further broaden

the scope of the proposed technical conference and make it even more unmanageable. In

addition, ESC's request to consider the interaction between its proposed business practice

standards and seams issues is premature because it proposes that the business practice standards

have already been accepted. ESC's proposed standards should first be thoroughly reviewed in

Docket No. RM0-10-000 and should not shape the Commission's approach to seams issues

until they have been approved. Moreover, because Docket No. RM00-10-000 already provides a

forum for consideration of the proposed business practices standards, it is not necessary to

convene a national seams conference on seams issues in order to discuss them

III. CERTAIN COMMENTS MAKE FACTUALLY INACCURATE STATEMENTS
THAT SHOULD BE CORRECTED IN ORDER TO ENSURE THE VERACITY
OF THE RECORD IN THIS PROCEEDING

Finally, the NYISO wishes to correct two factually inaccurate statements that are

currently part of the record in this proceeding. First, Enron alleges that the NYISO-administered

markets have "failed" and that PJM and New England are "cut off from each other" as a result.

This is incorrect. The NYISO has repeatedly demonstrated that its markets are working, that

inter-ISO transactions are flowing more easily in the Northeast and that market efficiency will

continue to increase as the Northeast increasingly becomes a single "seamless trading area." In

addition, the Commission has recently acknowledged that "there is a general consensus among

market participants in New York that NYISO has made progress in eliminating market design

9



problems and software defects."2 Enron's unsubstantiated statement that the NYISO-

administered markets have failed is therefore both incorrect and inconsistent with the views of

most Northeastern stakeholders.

Second, the Five Marketers state that the NYISO (and ISO-NE) did not "fully endorse"

the IMMU proposal in their respective RTO compliance proceedings. They also imply that the

two ISOs support the IMMU concept at some level because they have proposed to establish a

"jointly appointed market advisor." These statements are misleading. The reality is that the

NYISO (and ISO-NE) strongly opposed the IMMU in their respective RTO compliance

proceedings and do not view their creation of a jointly appointed market advisor as an

evolutionary step that will ultimately culminate in the development of an IMMU. The NYISO

therefore wishes to re-emphasize that it opposes the implementation of an IMMU in the

23 See New York Independent System Operator. Inc. 95 FERC 161,186, slip op. at 7
(2001).
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Northeast for the reasons set forth in its Reply Comments in Docket No. RT01-95-000. The

Commission should also keep in mind that the IMMU was not approved by either the NYISO or

ISO-NE governance institutions.

Respectfully submitted,

NEW YORK INDEPENDENT
SYSTEM OPERATOR, INC.

By r ^3 J: B^A
Counsel

Arnold H. Quint
Ted J. Murphy
Hunton & Williams
1900 K Street, N.W., Suite 1200
Washington, DC 20006-1109
Counsel to the New York Independent System Operator, Inc.

May 14,2001

cc: Mr. Joshua Z. Rokach, Advisor to Chairman Hebert, Suite I 1-E,
Tel. (202) 208-0748

Mr. Michael D. Alexander, Advisor to Commissioner Breathitt, Suite 11C,
Tel. (202) 208-0377

Mr. Wilbur C. Earley, Advisor to Commissioner Massey, Suite 11 -D,
Tel. (202) 208-0100

Ms. Alice M. Fernandez, Director Office of Markets, Tariffs and Rates-East
Division, Room 82-15, Tel. (202) 208-0089

Ms. Andrea Wolfinan, Office of the General Counsel, Room 101-29,
Tel. (202) 208-2097

Mr. Stanley Wolf, Office of the General Counsel, Room 102-37,
Tel. (202) 208-0891

Mr. Michael Bardee, Office of the General Counsel, Room 101-09
Tel. (202) 202-2068
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CERTIFICATE OF SERVICE

I hereby certify that I have this day served the foregoing document upon each person

designated on the official service list compiled by the Secretary in the above-captioned proceedings

in accordance with the requirements of Rule 2010 of the Commission's Rules of Practice and

Procedure 18 C.F.R § 2010 (1999).

Dated at Washington, D.C. this 14th day of May, 2001.-

Ted J. Murphy
Hunton & Williams
1900 K Street, N.W.
Washington, D.C. 20006-1109
(202) 955-1588
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May 21, 2001

Mr. Kyle McSlarrow
Chief of Staff
United States Department of Energy
Washington, DC

Kyle,

I would like to request a meeting for our client Enron and you for this
Wednesday, May 23, 2001. The purpose of the meeting is to discuss the President's
National Energy Policy report and potential legislative activities in Congress.

In addition to myself, Rick Shapiro, Senior Vice President of Government Affairs,
Houston and Linda Robertson, Vice President of Government Affairs, Washington, will
be attending the meeting.

I will follow up with your assistant later today to see if a meeting is possible for
Wednesday. In the interim, please feel free to contact me on 202-457-1110 if you should
have any questions.

Thank you in advance for your consideration of this request.

cerely,

David R. Lugar

1133 Conneci:ut Avenue NW * Fifth Floor * Washington, DC 20036 · (202) 457-1110 * (202) 457-1130 fax
www.quinngiespie.com
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Beijing Oil Forum
- China's Oil and Energy Policy in the 21" Century
-China State Economic and Trade Commission

International Convention Center, Beijing, September 6-7, 2001

May 29, 2001
Spencer Abraham
Secretary of Energy
U.S. Department of Energy
1000 Independence Ave., SW
Washington, DC 20585

Dear Secretary,

The Chinese government would like to invite senior energy officials of foreign countries to
join and speak at a major international energy conference: the Beijing Oil Forum, to be held in
Beijing on coming September 6 - 7.

This two-day event will bring together leading figures in the energy sector from around the
world to consider and advise on China's oil and energy policy for the 21" Century. Hosts at the
conference will be the State Economic and Trade Commission (SETC), the government's
principal coordinating body for industrial policy, foreign trade and investment, and resource
conservation, in association with China's three leading oil companies: China National
Petroleum Corporation (CNPC), China Petrochemical Corporation (Sinopec), and China
National Offshore Oil Corporation (CNOOC). In addition, sponsors of the overall conference
as well as individual activities will include leading foreign companies and organizations with a
special interest in the role of energy in China's economic development. Delegates to the
conference will be informed by leading Chinese and international authorities on the expected
course of trends of China's energy supply / demand and national policy in context of the broader
global outlook. Participants in discussions will include:

· Top-level Chinese government officials concerned with energy policy and oil security
matters, including Vice Premier and State Councilor (invited), and Ministers of SETC
and other state departments.

* Chief Executives of CNPC, Sinopec, CNOOC and other state energy companies in
China.

* Leaders of the world's most important international oil companies and recognized
international authorities on energy policy and security issues.

Both the United States and China are large oil consumers and importers, and are in process to
urgently formulate national energy policies while confronted with increasing challenges in the
international and domestic markets. The two countries are willing to seek common ground in
expanding ties of their economic and trade collaborations, while reserving some differences.

The attached brochure presents the general schedule of conference sessions and activities. Future
announcements will provide details of speakers and other important information about the
conference. Senior speakers from the United States on the invitation list include:
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· Hany J. Longwell, Senior Vice President, ExxonMobil;
· Jeffrey Skilling, President, Enron;
· Vahan Zanoyan, President, Petroleum Finance Corporation;
· Lou Shrier, President, Global Development Opportunities;
· Hal Harvey, President, The Energy Foundation; and
· Robert Ebel, Director Energy Program, Center for Strategic and International Studies.

We hope that you will join us for this important event. If you have any other questions, please
feel free to contact either:

* Executive Secretary, Huaibin Lu, tel (01-781) 894-4798, fax (01-781) 894-5792, email
<hlu@3-eee.net>;

or
· International Coordinator, Lou Shrier, tel (01-202) 965-2941, fax (01-202) 965-2942,

email <alshrier@att.net>.

Sincerely yours,

Huaibin Lu Lou Shrier
Conference Executive Secretary Conference International Coordinator
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GREATER HOUSTON PARTNERSHIP
Chamber of Commerce * Economic Development * World Trade

Miguel R. San Juan
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31 May 2001

The Honorable Spencer Abraham Viafacsimilenumber: 202-586-4403
Secretary of Energy
U.S. Department of Energy
1000 Independence Ave., SW
Washington, DC 20585

Dear Secretary Abraham:

On 7 October 1997, the Greater Houston Partnership, in cooperation with the Consulate
General of Mexico, and the Mexican Secretariat of Energy, presented the Access Mexico
Energy Symposium. The Symposium drew approximately 650 attendees, from Canada,
Mexico, the United States, Europe, and Asia, to the one day, in-depth conference, where
representatives from over 250 companies met with public and private sector leaders from the
United States, Mexico and Canadian energy industries. The Secretary of Energy in 1997, the
Honorable Federico Pefa, gave a keynote address. The purpose of this letter is to invite you
to participate as a keynote speaker in the 2001 version of the very successful 1997
Symposium. While we have not firmed up the exact day, we have targeted late September as
the ideal month in which to host the event. For your review and information, I am attaching:

** Draft agenda for the Access Mexico Energy Symposium 2001
* Overview of Access Mexico Energy Symposium 1997

As you may be aware, Houston is a vibrant and growing community with an expansionary view
of its future. Houston is the fourth largest city in the U.S.; it is the energy capital of the U.S.; it
has our country's largest medical center; our largest foreign tonnage port, and is the center for
the U.S. space program. Houston is a major market itself, but it serves also as a gateway city
importing and exporting for the 75 million people in the heartland region of the U.S. The
Houston area is home to 25% of the U.S. oil refining capacity, 50% of U.S. basic petrochemical
capacity, and is a major supplier of equipment and technology for the exploration and
production industry.

The Greater Houston Partnership is Houston's primary business advocacy organization and
represents more than 2,400 member companies in a variety of industries. Our members range in
size from small one and two-person firms to multi-national corporations. Together, our member
companies employ more than 600,000 Houstonians, almost one out of every three area
employees.

We look forward to your favorable response. Should you require additional information, please
feel free to contact me directly.

Best personal regards,

Miguel. San Juan

CL:\programsU2001\c nrgy symposium\llr-abraham

Enclosures
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DRAFT AGENDA

FALL 2001

8:00 am. Conference Registration

9:00 am. Welcome & Introductions
William H. White (Master of Ceremonies)
Boardmember, Greater Houston Partnership
President and CEO, WEDGE Group Incorporated

R. Bruce LaBoon
Chairman, Greater Houston Partnership - -
Managing Partner, Locke Liddell & Sapp L.L.P.

The Honorable
Consul General, Consulate General of the United Mexican States

The Honorable Lee P. Brown,
Mayor, City of Houston

9:30 am. Morning Keynote Address
"The Energy Needs of North America: A United States Perspective"
The Honorable Spencer Abraham
Secretary of Energy of the United States

Morning Session

9:50 am. Mexico's Integration into the World Energy Market: The Shell Experience
Mr. Steve Miller
Chairman, Shell Oil- USA

10:10 am. The Future of PEMEX in the World Economy
Mr. Raul Munoz Leos,
Director General, PEMEX

10:30 am. Coffee Break

10:50 am. Investment Opportunities in Mexico's Power Industry
Mr. Alfredo Elias Ayub
Director General, CFE

11:20 am. Regulatory Framework of Mexico's Energy Sector
Mr. Dionisio Perez Jacome
President, CRE

12:00 p.m. Luncheon Keynote Address
"The Energy Needs of North America: A Mexican Perspective"
Keynote Speaker
His Excellency Emesto Martens
Mexican Secretary of Energy, Mexican Secretariat of Energy

2001 ACCESS MEXICO ENERGY SYMPOSIUM
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Afternoon Concurrent Sessions (2:30p.m.-5:00p.m.)

PANEL A Power Generation

TOPICS
Analysis of the Electricity Market
Regulation of the Electricity Industry
Co-generation and Power Generation for private use

MODERATORS:
To be defined
PANELISTS:
EDF General Director- France
General Director, Union Fenosa- Spain
TransAla- Canada
El Paso Energy - USA
Mitsubishi- Japan

PANEL B Natural Gas

TOPICS:
* Perspective on Reserves and Exploitation
* Distribution Projects
* Transportation Projects
* Regulatory framework

MODERATORS:
To be defined

PANELISTS:
Tractebel Gas Distribution - Belgium
Gaz de France Transport - France
LNG Project Apache GGS
Enron
BP
Anadarko

2001 ACCESS MEXICO ENERGY SYMPOSIUM
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PANEL C Petrochemicals

TOPICS:
Progress of Mexico's Petrochemical Industry
Formation of New Companies
Establishment of Public Offerings (IPO's)
Recent Investment Opportunities

MODERATORS:
To be defined
PANELISTS:
Grupo Idesa
Pemex Petrochemicals
Celanese Mexicana Kosa

5:15 p.m Presentation of Conclusions by Panel Moderators (7 minutes per panel)

MODERATOR:

PANELISTS:
Power Generation
Natural Gas
Petrochemicals
Services

5:45 p.m Reception

7:00 p.m Dinner
Dinner Keynote Address
The Honourable Ralph Goodale, PC, MP
Minister of Natural Resources Canada
Ministry of Natural Resources

2001 ACCESS MEXICO ENERGY SYMPOSIUM



SUMMARY

ACCESS MEXICO ENERGY SYMPOSIUM
October 7, 1997

Westin Galleria Hotel
Galleria Ballroom

On October 7"t , 1997, the Greater Houston Partnership, in cooperation with the Consulate
General of Mexico, and the Mexican Secretariat of Energy, presented the Access Mexico Energy
Symposium. The Symposium drew approximately 650 attendees, from Canada, Mexico, the
United States, Europe, and Asia, to the one day, in-depth conference, where representatives from
over 250 companies met with public and private sector leaders in Mexico's energy industry.

Opening the symposium were George J. Donnelly, Chairman of the Partnership's Mexico and the
Americas Task Force and Vice Chairman, Americas, Spencer Stuart & Associates, Joseph
Musolino, Chairman of the Greater Houston Partnership and Vice Chairman of NationsBank
Texas, the Honorable Manuel P6rez Cardenas, Consul General of Mexico, and the Honorable
Jesus Reyes Heroles, Mexico's Secretary of Energy. US Secretary of Energy Federico Pefia sent
a video-taped greeting to the conference in which he emphasized the partnership between the
United States and Mexico in the development of energy sources as a fuel for economic growth in
both countries.

The Morning Session began with remarks from Robert A. Mosbacher, Sr., Former Secretary of
Commerce and Chairman of Mosbacher Energy Company, on new energy challenges in the 21"
Century. Mr. Mosbacher spoke of the benefits of privatization and of the need for more
privatization in Mexico's energy industry. James Morgan, President and CEO of Shell Oil
Products, followed with a discourse on Mexico's integration into the world energy market as
illustrated by Shell's experience. A Canadian perspective on NAFTA was provided by Jake Epp,
Former Minister of Energy, Mines and Resources of Canada and President of TransCanada
International Business Development Ltd.

Adrian Lajous, President & CEO of PEMEX Corporation, briefed conference participants on the
role of PEMEX in the Mexican economy and of future plans for cooperation. Mr. Lajous, leader
of one of the world's largest corporations, affirmed the mission of PEMEX as a business
operating under the ownership of the state, and called for managerial autonomy and a reduction in
its contribution to the federal budget.

Rogelio Gasca Neri, President & CEO of the Comisi6n Federal De Electricidad (CFE), followed
Mr. Lajous' speech with a detailed presentation on the electrical generation infrastructure in
Mexico. Mr. Gasca Neri highlighted modifications to the Elecrtrical Public Service Law and to
Natural Gas Regulation permitting private sector participation in the generation, transmission,
transportation, and distribution of electrical power. He also stated that the majority of Mexico's
new electrical generation will come from natural gas burning plants, in order to adequately protect
the environment.
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Mr. Gasca Neri was followed by Hector Olea, President of the Energy Regulatory Commission of
Mexico. Mr. Olea traced the developments in Mexico's energy policy leading to the creation of
the independent regulatory agency, the Energy Regulatory Commission (CRE). He presented
CRE's mission to the conference delegates, to "...foster productive investment and efficient
energy markets in benefit of end users." . He emphasized CRE's method of applying in a
".. .transparent, impartial and predictable manner a regulatory framework that is stable and clear."

The luncheon address was provided by the Honorable Jesus Reyes Heroles, the Mexican
Secretary of Energy. The Secretary reiterated the Mexican Government's role as owner of
Mexico's subsoil resources, but called for investment and cooperation with private companies,
foreign and domestic.

After lunch the conference participants attended panel discussions focused on four areas of the
Mexican energy sector: power generation; natural gas; petrochemicals; and services. Panel A
focused on power generation, and featured the Senior Vice President of the Comision Federal de
Electricidad, Luis Almeida, and Mark Little, Vice President of Generation Projects for General
Electric as moderators. Panelists were: Alfredo Phillips Greene, Chief of the Investment
Promotion Office of the Mexican Secretariat of Energy; Ed Monto, President of Houston
Industries Energy, Inc.; Jorge Borja Navarrete, Executive Vice President of ICA Flour Daniel;
Jose de Jesis Valdez, President & CEO of Grupo Alpek; and, John Foster, Senior Vice President
of the International Generating Company, Inc. (INTERGEN-BECHTEL).

Panel B focused on natural gas. Nicloas Mariscal, Chairman, President & CEO, of Grupo
Marhnos; and, Milt Honea, Chairman, President & CEO, of Noram Energy Corporation, were the
moderators. Panelists included: Marcos Ramirez, President of PEMEX-Gas; George S.
Liparidis, Vice President of Enova International; Juan Diego Guti6rrez Cortina, President & CEO
of GUTSA; Antonio Llarden Carratali, Corporate Vice President for International Development,
Gas Natural Latinoamericano (REPSOL); Javier Estrada, Commisioner of the Energy Regulatory
Commission of Mexico (CRE); and, Thomas M. Matthews, President of the NGC Corporation.

Petrochemicals were the topic of Panel C, which was moderated by Raul Livas Elizondo, Chief of
the Energy Policies and Programs Unit of the Mexican Secretariat of -Energy, and Dietz A.
Kaminski, President of BASF Mexico. Panelists were: Luciano Respini, President & CEO of
Dow Chemical Latin America; Thomas Mohr, President & CEO of Celanese Mexicana; Peter
Deleuw, Senior Vice President for Growth, Shell Chemical Corporation; and, Arturo Garcia,
CEO & Corporate Director for Grupo IDESA.

The last panel, Panel D, featured services in the energy industry. Javier Casas Guzman,
Undersecretary of Energy with the Mexican Secretariat of Energy, and Vidal G. Martinez, Partner
with Hughes & Luce, L.L.P. moderated Panel D. Panelists were: Miguel Angel Rivera
Villasefior, the Chief Operating Officer for PEMEX Exploration and Production; German
Sandoval, Vice President of Finance for the Comisi6n Federal de Electricidad (CFE); Ram6n
Guerrero, President of Integrated Trade Services; Juan Eibenschutz, Senior Vice President of
Marketing for Luz y Fuerza del Centro (LIFC); John Donnelly, President of Chase-Mexico; and,
Jose Mendoza Fernandez, President & CEO of Bufete Industrial.
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After the Panels concluded their discussions, their concluding remarks were presented by the
Panel Moderators in a general session led by Miguel San Juan, President of the World Trade
Division, Greater Houston Partnership.

The dinner keynote address was given by the Honorable Lloyd Bentsen. Secretary Bentsen
voiced support for the reform policies pursued by Mexico's President Zedillo, saying "The
policies followed by President Zedillo... are the correct ones." He noted the economic integration
between the United States and Mexico, and how critical US support for Mexico during the peso
crisis had been. He also called on Mexico to further liberalize its energy sector in order to reach
its full potential.
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June 06, 2001

U.S. Senator Larry Craig
United States Senate
520 Hart, Senate Office Building
Washington D.C. 20510

Dear Senator Craig:

I work in the Aluminum Industry here in the Northwest, and after watching a documentary
last evening on PBS network "Frontline" which had the title of "Blackout" it made the
evidence very clear that BPA did sell power to California and Enron. This was done from
long term contracts from the 1990's. The BPA failed to include in these contracts any kind of
cancellation clauses. Now BPA is trying to make the Aluminum.lndustry look like the bad guy
in all of this. A lot of this is due to Steve Wright being at the helm of BPA. He is not a
manager. His educational background is in journalism and public relations. His professional
background is in political lobbying. BPA shouldn't be involved in politics. Their job is to
administer power to the Northwest, and promote economical security and growth.

Steve Wright really needs to be replaced from his Acting Administrator role by someone from
outside BPA that can rebuild the character and reputation of their organization. He has
placed a cloud of suspension over the BPA. It is now under private investigation for mis-
appropriation of public funds for lobbying purposes. Wrights failure to manage the BPA has
put it at risk of being sold or privatized. There is an alliance from the Northeast and Midwest
that is diligently towards this end. The Northwest economy cannot survive the loss of the
BPA, so please strongly consider immediately removing Steve Wright from his role, and
replace him with an individual from the private sector that can lead BPA out of this crisis and
restore the confidence of the citizens of the Northwest.

Sincerel

R. L. Jevtt

Cc.

U.S. Senator Patty Murray

U.S. Senator Maria Cantwell

The Honorable Spencer Abraham

kt~



The Honorable Spencer Abraham
Secretary, U.S. Dept. of Energy
1000 Independence Ave., S.W.
Washington D.C. 20585
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UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

Conference on RTO Interregional ) Docket No. PL01-5-000
Coordination

REQUEST TO SPEAK OF THE PSEG COMPANIES

Pursuant to the Commission's May 31 and June 5, 2001 Notices on Technical

Conference, Public Service Electric and Gas Company ("PSE&G"), PSEG Power LLC ("PSEG

Power") and PSEG Energy Resources & Trade LLC ("ER&T') (collectively referred to herein as

the "PSEG Companies") hereby file a Request to Speak at the technical conference scheduled for

June 19, 2001. On April 26, 2001, the PSEG Companies filed comments in response to the joint

motion of Electric Consumers Resource Council, Electric Power Supply Association, Enron

Power Marketing, Inc., Reliant Energy Power Generation, Inc., and Dynegy, Inc., which

requested that the Commission convene a technical conference.

Frank Cassidy, President of PSEG Power, respectfully requests an opportunity to speak at

the technical conference on behalf of the PSEG Companies. Mr. Cassidy became President and

Chief Operating Officer of PSEG Power in June 1999. PSEG Power is one of the largest

independent electric generating and energy trading companies in the world, with more than

17,000 megawatts of generating capacity in operation, construction, or advanced development.

PSEG Power's current portfolio of development projects includes capacity additions in PJM,

New York, and Midwest markets. Mr. Cassidy has three decades of executive experience with



PSEG in the electric generation, transmission, and retail distribution sectors. He has testified

frequently before the Commission and Congress on critical energy-related issues.

Mr. Cassidy will address the specific seams issues that are negatively impacting the

market today and will propose specific principles the Commission should apply now to improve

interregional coordination, with a particular focus on the three northeast region independent

system operators ("ISOs"): the PJM Interconnection, LLC ("PJM"), the New York ISO

("NYISO") and ISO-New England, Inc. ("ISO-NE"). These principles include the need for

standard market design, common interconnection procedures, a regionally coordinated

transmission planning process, and uniformity of capacity reserve requirements and the

enforcement of such requirements across PJM, NYISO and ISO-NE. The PSEG Companies, in

their unique position as members of all three northeast ISOs and a transmission owner at the

"seams" of PJM and NYISO, as well as a generation owner and trading company actively

involved in the competitive sale of electricity throughout the Northeast and Midwest, are

particularly well-suited to propose solutions to swiftly resolve "seams" issues that will achieve

timely implementation of efficient, competitive wholesale markets.

2



Please contact Frank Cassidy, PSEG Power, 80 Park Plaza, Newark, N.J. 07101 (phone

973-430-5687) or Tamara L. Linde, PSEG Services Corporation, 80 Park Plaza, T5G, Newark,

N.J. 07101 (phone 973-430-8058).

Respectfully submitted,

Public Service Electric and Gas Company,
PSEG Energy Resources & Trade LLC
and PSEG Power LLC

.By: --" >',,-'
Tamara L. Linde
Gregory Eisenstark
PSEG Services Corporation
80 Park Plaza - T5G
Newark, New Jersey 07102
(973) 430-8058
(973) 430-5983-Fax

Dated: June 8, 2001
Newark, New Jersey

3
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CERTIFICATE OF SERVICE

I hereby certify that I have this day served the foregoing document upon the service list
compiled by the Secretary in this proceeding and in Docket No. RM99-2.

Dated at Newark, New Jersey, this 8 'h day of June 2001.

.Gregory Eisenstar
Gregory Eisenstark
Assistant General Solicitor
PSEG Services Corporation
80 Park Plaza - T5G
Newark, New Jersey 07102
(973) 430-8334
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Pipeline politics / Competing plans in Alaska pit oilcompanies
against environmentalists, natives, Canadians - andeach other

By MICHAEL DAVIS
Staff

Forrest Hoglund wants to build a new natural gas pipeline from Alaska's North Slope into Canada's
Mackenzie Delta, but there are a few things in his way: the state of Alaska, Canada's biggest
pipeline companies and the entire environmental community.

The pipeline Hoglund would like to see built is the shortest of two being proposed and would move
gas from both Alaska and northern Canada, but a key section of it would run through the Beaufort
Sea, off the Arctic National Wildlife Refuge, and that's drawn opposition from environmentalists.

It's known as the over-the-top route, a name some of the critics say is a fitting description of the
entire concept.

Alaskans, Canadian pipelines and environmentalists are behind an overland route that was approved
more than 20 years ago, which they say gives them an edge.

That route, commonly called the southern route, tracks inland through Alaska down the Alaska
Highway and then turns southeast into the Yukon and ends at Boundary Lake near the British
Columbia/Alberta border. Its gas could go either east or west from there.

Hoglund, the former chief executive of Houston's Enron Oil & Gas, believes his approach has a
chance to prevail against his considerable competition because it will supply more gas for a lower
price.

When asked why Alaska's major producers have not endorsed his project he says, "It's mostly
politics ." But he confidently adds: "The majors will end up supporting our route."

One of the pipelines will be built, because there is no doubt that the natural gas to fill the line is
there or that it's needed desperately in the lower 48 states.

There's an estimated 35 trillion cubic feet of natural gas that lies untapped on the North Slope. For
decades, that gas has been reinjected to help stimulate production of oil.

The three largest producers on the North Slope - BP, Phillips Petroleum and Exxon Mobil - are
deciding whichpipeline project they will support. They are spending $75 million to study which
route would be the best. A decision is expected by the end of this year. Whatever decision is reached
and whichever system is built, it is not expected to be in operation any sooner than 2007.

http://www.chron.com/content/archive/qsearch.hts?operation=getdoc&database= %20031 %3B2J00% 9
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.J Competing plans in Alaska pit oilcompanies against environmentalists, natives, CanadiansPage 2 of 5

Backers of the southern route aren't making predictions about how this will come out.

"This will be decided by a commercial agreement between gas producers and shippers," said Rocco
Ciancio, a spokesman for Foothills Pipe Lines, which is leading the effort to have the southern route
pipeline built.

Hoglund's passion for the project is undeniable. When discussing it, he compares its importance to
that of the first railroad linking the West and East coasts in the United States. He thinks the logic of
his route offsets the lack of clout his small firm possesses in this fight.

"Most companies brag about their employees being their greatest asset. We say this map is our
greatest asset," Hoglund said.

The map illustrates a route for a natural gas pipeline that would go offshore in Prudhoe Bay and
parallel the coast line down to northern Canada and the Mackenzie Delta, estimated to have 60
trillion cubic feet of gas that has been largely undeveloped. The system would then travel on to
Edmonton, where it would link with other systems to move the gas into the Chicago area.

The southern route is backed by Alaska Gov. Tony Knowles, the Yukon government and Canadian
pipelines TransCanada Pipelines and Westcoast Energy. Environmentalists also back the southern
route.

"The conservation community has been united in its opposition to the so-called over-the-top route,"
said Adam Kolton, a spokesman for the Alaska Wilderness League. "We oppose any plan that would
run a pipeline offshore of the Arctic National Wildlife Refuge. This would be hugely controversial
and a major threat to the entire ecosystem around ANWR."

The offshore part of the system would be 350 miles long and be buried 15 feet into the sea bed in
waters ranging from 30 to 60 feet in depth. Icebreakers would be needed to lay the pipe over the
course of two summers. The pipeline would operate at an extremely high pressure, 3 ,000 pounds
per square inch, another factor about the system that alarms environmentalists.

The opposition to Hoglund's route runs deep among Alaska state lawmakers as well. Last month, the
state Senate passed a bill that forbids the state's Department of Natural Resources from issuing right-
of-way permits for the over-the-top route.

The bill passed with unanimous support from all 20 state senators. It bars any state right-of-way
permits for a northern-routepipeline unless apipeline following the southern route is already in
place.

To back up his stance, the governor introduced legislation that would give tax incentives for the
building of a natural gas pipeline down the Alaska Highway.

Leading the charge for the southern route is Foothills Pipe Lines, a company owned byTransCanada
PipeLines and WestCoast Energy. The company believes its route makes the most sense for two
main reasons: It will travel through areas that have existing rights of way and therefore its
construction will pose less environmental harm and it has many of the permits needed in place.

Royalties, taxes and other revenues from a pipeline traveling along the southern route could be as
high as $400 million a year, according to estimates by Alaska's Department of Revenue.

Hoglund does not offer specific numbers but says his route would have lower tariffs, thereby
guaranteeing producers higher net profits for their gas, giving consumers lower cost gas and offering

http://www.chron.com/content/archive/qsearch.hts?operation=getdoc&database=2001%3B2006N3BlB9
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greater exploration incentives.

Plans to build a natural gas pipeline from the North Slope into Canada that could connect with
pipelines that could move the gas to the lower 48 states date back into the late 1970s. The Alaska
Natural Gas Transportation Act authorized construction of a natural gas pipeline down the Alaska
Highway to the lower 48 states. It was signed into law by President Carter.

Canada passed similar legislation but later enacted a moratorium on the project because of
environmental concerns and protests from indigenous tribes living along the proposed right of way.
The tribes have since dropped their objections and the moratorium was lifted in April.

The permits for the southern route date back to this period. Foothills spokesman Ciancio said they
give the southern route a head start against the over-the-top route.

Hoglund counters that the permits for the southern route may not hold up. That route will have to
undergo a full review by Canadian and U.S. regulators because the permits issued in the 1970s were
based on an outdated design, he said. The southern route would have to cross 900 miles of
mountains and still has unsettled aboriginal land claims.

When it comes to any outdated permits, Hoglund and environmentalists are in agreement.

"We want to make sure that a new environmental impact statement is done for anypipeline that is
built," said Kolton with the Alaska Wilderness League.

If any changes are required to the existing permits for the southern route, they will be "more in the
line of refreshing them," Ciancio said.

"We think all of this is a very powerful framework, supported by a lot of advice from Washington
and Ottawa," Ciancio said. The route currently has right of way on 400 miles and is seeking an
additional 225 miles, he said.

"This gives us at least a two- to three-year advantage over any green-field project," he said.

A route was proposed in 1975 that went overland before going south into the Mackenzie Delta, but
that route was blocked by Canada and plans for it were shelved after the majors spent million of
dollars considering the project. This route was very similar to the one Hoglund is proposing, except
for the offshore element of the new route.

"The major oil companies preferred this route because it was shorter, had lower costs, tied in both
Alaskan and Canadian reserves and was better environmentally," Hoglund said. "I know because I
was vice president of natural gas for Exxon at the time."

Although the three major producers have yet to decide which route to support, there is some quiet
support, mainly from the exploration and production industry, for the over-the-top route.

"The problem with (the southern route) is you have to cross the Rocky Mountains twice," said
Robert Allison, chief executive of Anadarko Petroleum, and one of the largest acreage holders on
the North Slope. "The proposal to go offshore into the Beaufort Sea east and then south to Canada
doesn't cross any mountains. And that seems to make sense to me."

Anadarko has been shooting seismic on its North Slope acreage the last three winters and plans to
drill its first wildcat natural gas well this coming winter season. The company is confident that a
pipeline to move the gas to market is going to be built, Allison said.

http://www.chron.com/content/archive/qsearch.hts?operation=getdoc&database=2001%3B20003lIBD9
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"We want one or both built," Allison said. "We would like to see them built in such a way that we
can add new gas reserves as people find them in Alaska."

Hoglund contends that his route will kill two birds with one stone: enabling reserves from Alaska
and the Mackenzie Delta to move to market over the same line. Even if the over-the-top route is not
built, there is no doubt that a pipeline will have to be built to move Mackenzie Delta gas south to
market.

Conoco's recent $4.3 billion purchase of Gulf Canada put the spotlight on the potential value of the
Mackenzie Delta reserves. Developing its newly acquired reserves in the Mackenzie Delta will hinge
on when a natural gas pipeline is built that could move that gas to market.

Archie Dunham, Conoco chief executive, said the company will "use all of our global relationships
to the extent that we can cause them to accelerate the timetable," for getting a pipeline out of the
Mackenzie Delta.

"This will be one of our highest priorities. The uncertain part is how long the regulatory process will
take," Dunham said.

Dick Auchinleck, Gulf Canada's president and chief executive, said in a recent interview that he
believes the over-the-top route would be a good way to bring Mackenzie Delta gas out of Canada.

Currently, a group of natural gas producers in Canada is studying a route from the Mackenzie Delta
south.

Others support both routes.

Robert Boswell, chief executive of Denver-based Forest Oil, said recently that he believes both
systems should be built because neither system alone would have the capacity needed to the 6 billion
to 8 billion cubic feet of natural gas per day he estimates the North Slope will eventually produce.

As planned, the over-the-top pipeline would carry 4 billion cubic feet of gas per day, while the the
southern route has been designed to carry 2.5 billion cubic feet of gas per day.

In a recent study titled "Alaskan Gas Development Strategies," the consulting firm Purvin & Gertz
concluded that the over-the-top route was a shorter and more economic route to the continental gas
grid. But it noted the strong support the southern route enjoys in Alaska as well.

"The main political drivers on the state of Alaska are the jobs created from a construction boom,
sizable investment opportunities within the state, natural gas availability to local communities in
central Alaska, more gas available for industrial development on Alaska's south shore as well as the
fiscal impacts from development," according to the report.

Hoglund remains undaunted. He says he has not taken on this project to get rich but rather because
he believes it is the best solution to the problem of getting Alaskan gas to the rest of the nation.

"I went through this 25 years ago, and I learned how not to do things then," he said.

Proposed routes compared
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Alaska Natural Gas Transportation System (Southern route)

Cost: $7.5 billion

Length: 1,740 miles

Capacity: 2.5 billion cubic feet per day

Route: South from Prudhoe Bay down the Alaska highway into Yukon Territory and ending at
Boundary Lake near the British Columbia/Alberta border.

Arctic Resources Co. Northern Gas Pipeline System (Over-the-top route)

Cost: $6 billion

Length: 1,700 miles

Capacity: 4 billion cubic feet per day

Route: Offshore from Prudhoe Bay then southeast to return onshore at Mackenzie Delta, south
through the Northwest Territories into Alberta and ending in Edmonton.

Copyright notice: %3B All materials in this archive are copyrighted
by Houston Chronicle Publishing Company Division, Hearst
Newspapers Partnership, L.P., or its news and feature syndicates and
wire services. No materials may be directly or indirectly published,
posted to Internet and intranet distribution channels, broadcast,
rewritten for broadcast or publication or redistributed in any medium.
Neither these materials nor any portion thereof may be stored in a
computer except for personal and non-commercial use.
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Secretary, The 2001-015514 7/2 11:40
From: bentonhs@ITCTEL.COM%intemet [bentonhs@ITCTEL.COM]
Sent: Friday, June 29, 2001 5:36 PM
To: Secretary, The
Subject: Renewable Enerl I 51 5 4c -, r2 _ 0

FROM: bentonhs@itctel.com
NAME: Carl A. Burk
SUBJECT: Renewable Energy
ZIP: 56149
CITY: Lake Benton
PARM.1: TO:the.secretary@hq.doe.gov
STATE: MN
TOPIC: Windfest III
SUBMIT: Send Comments
CONTACT: email
COUNTRY: United States
MESSAGE: On September 15, 2001 "Windfest III" will be held in
Lake Benton, Minnesota's "Windpower Capital of the Midwest."
Members of the windpower companies: Enron, Vestas and others
will have representatives attending the dedication of Lake
Benton's new "Windpower Education and Heritage Center. In past
years the DOE has sent officials to speak at the dedication of
Lake Benton 1 and 2 windpower sites. I represent the Lake Benton
Chamber of Commerce and would like to inquire about the
possibility of the DOE Secretary Richardson or a representative
be able to speak as part of our special day dedicated to
renewable energy. Thank you, Carl A. Burk Lake Benton Chamber of
Commerce
MAILADDR: Box 324
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Phn lDougherty 08d2Q2001 10:36 AM

To: bentonhs
cc: Peter Dreyfuss, William Hui. Audrey Newman
Subject: Request for DOE Rep for 9/15 Event

Carl Burk
Lake Benton Chamber of Commerce
Box 324
Lake Benton. Minnesota 56149

Dear Carl:

Thank you for your invitation to DOE to provide a representative for the September 15, 2001 Windfest III
event in Lake Benton, Minnesota. As you know, our office has supported this event in the past and was
pleased to arrange for offiial DOE participation at the 1999 event. Due to existing commitments we will
be unable to provide a DOE Headquarter's representative to this year's event.

We will ask our Chicago regional office team to consider your request and respond directly to you.

Thanks again Carl and best wishes for your event,
P.J. Dougherty
Wind Energy Office -
U.S. Department of Energy
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Jul-T0-2001 08:48a From- T-357 P.001/004 F-301

INSTITUTE OF THE AMERICAS
INSTITUTO DE LAS AMRICAS . INSTrTUTO DAS AMtRICAS

FACSIMILE

TO: The Honorable Spencer Abraham Attention: Lilia/ Robin Jobason

ISear of Enyr Date: July 6,2001{-pamnru of aegy
1000 Independence Av, SW Tel :(1-202586-6210
Washington DC 20585 Faxl: 1-202-586-4403

Fax2:
FROM: Paricia Bemnett Do we have your corrct Bmal address ?

Proam Dirctor - Energy Program

If you do not rceive thi fax conecly please contact:

Benne, Patricia (858) 453-5560 X 120 Email pticiainica.g Total # of pages: '

CONTENT & MESSAGE:

Please see attached
- invitation letter to participate as a Keynote Speaker
- draft outline
- information about the Energy Program of the Institute

2001-016228 Jul 9 A 9:46
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INSTITUTE OF THE AMERICAS
ENERY STErING
GROUP ,MEMB-SEGRouPMERs Friday, July 06, 2001

AES Corporation
Arthur Andersen The Honorable

Bechtel Spencer Abraham
Corporation Secretary of Energy

BP Department of Energy
1000 Independence Ave, SW

Caerpilarn r Washington, DC 20585
Turbines

Chevron Overseas Dear Secretary Abraham:
Petroleum

CMS Energy The Institute of the Americas, in collaboration with the Inter-American Dialogue is
Duke Energy organizing a one day seminar to explore the Bush Administration National Energy
International Policy and its linkages with Latin American energy strategies. The event is scheduled

elpaso to take place on September 4, 2001 at the St. Regis hotel in Washington, D.C.
Enron We would be honored if you would accept to give the Keynote Speech on this important

ExxonMobil Gas international forum.
Marketing

Following a recommendation by our Steering group member companies, listed at the
tGE Capinale margin, the Institute is convening this high-level forum to analyze how US Energy

Group Policy both in its national and international scope, influences the Latin American energy
GE Power sectors and indirectly, their economies. Included among the key topics to be covered
Systems are: the benefits and challenges of hemispheric energy globalization; cross-boundary
INTESA energy trade; lessons learned, similarities and correlation of electric power crises in

Brazil and California; and multilateral and bilateral trade agreements advancing
JP Morgan & competition and investmentCompany

PSEG Americas We anticipate participation of the US Secretaries of State, Energy and Commerce,
~SAIC representatives from Latin American Energy Ministries, particularly Bolivia, Brazil,

Mexico, Peru, and Venezuela, and private sector representatives of the financing and
Sempra Energy energy industries interested on Latin American investment addressing issues enhancing

Intemational
global alliances and energy security.

Shel International
Exploration & Attached is a draft outline of the program, for your information We welcome your
Production comments or suggestions regarding this program

Shell International Patricia Bennett, Director of Energy Programs for the Institute will be in touch with
Gas Limited your office to verify availability. Meanwhile, if you need to contact us, please do so at

Societe Generae (858) 453-5560 via fax at (858) 453-2165 and via e-mail at pbennettt.iamericas.org
Techint Group

Thelen Reid & Sincerely,
Priest LLP , ~

Cantad

cDiecorw Paul H. Boeker
$e'era m ~President

10111 North Torrey Pines Road La Jolla, California 92037 U.S.A. tl. (858) 453-5560 - fax (858) 453-2165 · web sit:
www.lamericas.org

/5-.
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Institute of the Americas
US Energy Policy and its implication

on Latin American Economies
St. Regis Hotel, Washington D.C.

September 4, 2001
Preliminary Agenda

Tuesday, September (US Secretary of Energy,

8:00 Registration F ERC,
8:45 Welcome and Opening Remarks Mexico Secretary ofEnergy,

Paul H. Boeker, President, Institute RE, US Prvate sector energy
of the Americas companies,

9:00 The Implementation of the Multilateral Trade Policy in the
National Energy Policy Ministry of Economy of Mexico
US Dept. of Energy 1:00 Lunch

9:30 Demand vs Capacity Te Energy 2:00 Bilateral Investment Treaties:
Challenge for the Americas Venezue

Brazil
10:00 Achieving Common Prosperity: (US Commerce Dept. and Venezuela

Sharing the Benefits of and Brazil Energy Ministries)
Globalization 3:00 North-Bound Trade: South
US Dept. of Commerce (OECD) American Gas for US Markets
(WTO) (FTAA) Bolivia

10:30 The Role of Multilateral 3:30 Coffee Break
Organizations and BilateralOrganizations and Bilateral 4:00 Promoting Sustained Economic
Relationships: Advancing Growth: Collaborative market
Competition, trade and investment based solutions to environmental

11:00 Coffee Break concerns

DEVELOPING ENERGY 5:00 Hemispheric Implications of US
INTEGRATION: Policy, Trade, and Energy Policy

Investment Analysis

11:30 Mexico: 6:30 Reception
North American Energy Group
Oil, natural gas, and electricity
cross-border trade
Border Region and "Presidential
Permitting'
Mexico's Electric Power Opening

L^C



Jul-OT-2001 08:410 Frw T-35T P.004/004 F-301

l^ ̂Institute of the Americas

Energy Program 2001
The nsitute ofthe Tenth Annual Latin America Energy Sector
Amnricas enerpgy setor Energy Conference Steering Committee
program man goals are to
promote economic Celebrating ten successful years, The
ntegranon in the regio and La Jolla Conference, was held on May AES Corporabion

to identify new project 21-22, 2001, convning the most Arl urAnderse
opportunities, new financing influental players of the Latin Bechte Corporaon
mechanisms, and neans for American energy sector. The meeting
the public andprivate sectors addressed energy integration, private Catpiar/rTubne
to work together for trade s ct restucing stategies, energy caeto n Osvears Petroleum
libralization and trade, and the latest policies and plans CMS Energy
cooperation that will affecting the Latin American markets, Duke Energy Iternal
facilitate business mincorporating im-depth analysis of the
tansactions and invesment energy trade, emerging trends, and
throughout the hemisphere. op es for priva EVnMoblI Gas MarketngLatin America. _ezonMot~I q Marketin9
We accomplish these goals Company
by working closely with the Roundtables GE Capital, Strctured Fnance
public and private sectors as The Energy Roundtables offer Group
well as with the multilatral pportunities to examine energy policy GE Power Systnms
financial institutions that are issues and its implication, by DAES4
major sources of fimding for encouraging greater strategic input JP Morgan
such projects. from business and fostering PSEGAmeicas
To keep pace with the events understanding amongst key energy S41C
in the rapidly evolving sector players. Sempra Energy Internaonal
energy sector, the Institute Thes private events, held in Shell Intemational Exploraton &
brings together experts in cooperation with the pertinent Productan
business development, government agencies, address energy Shell nternational Gas LUmted
competitive intelligence, and sector's pressing issues, relevant Sodte GCeneale
strategic planning on policies and practices, market Techint Grmup
business opportunitics in the opporuities, and prospects through Theen Reid & PriestLP
oil & gas, petrochemicals, open and candid dialogue.
and electric utilities sectors
in Latin ,a~crica. Scheduled for 2001 are five energyin Latin America. Scheduled for 2001 are fiv negy For additional information, please
The Instimt's work foses executive meetings contact: Patricia Bmen, Director ofThe Institute's work focuses
on the importance of the Mexico Power Roundtable, Mexico E s at + ) 453-560
regulatory structur City, March 13-14 pb tt. 12 merics.org
governing private Brazil Enrgy Roundtable, Rio de
involvement and sector Janeiro, June 25-26 To find out about sponsorship or
integration to help identify, US Energy Policy and its Implications Stering Goup opportuities, please
evaluate, and develop the on Latin American Economies, coact Marcy Morison at 858) 453
critical planning strategies Washington DC, September 4 5560 cxt.123, or via -mail at
required for a successfiul erican mmoison ameriaorg· Central American Energycnterprisc, in collaborationwinth thc various anc0 ergy Roundtable, Antigua, Guatemala; For our latest calendar, rgitraon, and

nwith vaous negyOctober 2-3 more information, please visit our Web
ministries.

Vnezuelan Oil and Gas Roundtable S e at

(date and venue to be defined) hqp:/wwwmaias-or

Paia BenneL D. of otEnergy Pogram. ext 120 pbennetmi i case a.o a Sua C .AsCe.s e OWiae. Enerwy Pogam. a 103, $sanaisw o.g
Irstno dw oAeriaaN 10111 Nonlh ToneT Pi Roaa. La J CA 92037 Tel +858) 456S60 Fax 858) 453-2165; -858) 453-4062 rwlamecras.on
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Control 2001-016864 Name Letter to Secretary Spencer Abraham from Jeffrey Skilling,

Priority Important Critical | Folder Trigger Letter

DOE Addressee Source PM-0
Spencer Abraham

Date Received 7/13/01

Subject Text - Correspondence Date 7/1201 1
Jeffrey K. Skilling, Enron Corp., invites
Secretary Abraham as featured commentator RIDS Information Head of Agency I
at the "U.S. Energy Policy at a Crossroads...'
forum, Ritz Carlton, Pentagon City, 10/3/01, Sensitivity Not Applicable
7pm-9pm

Action Office # Regular Classification None

Signature/Approval_____ Point of Contact SEISERP

___IINA______I____I jOrganization ID EXECCORR2

Action Requested Assigned To

Appropriate Action SUJohnston

Special Instructions Date Due
Info copy: ES/Carpenter. S-1 Regret l
10/29/01 Date Completed 7/13/01
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Jeffrey K. Skilling
Pr,. -,ttrl & Cht'f Excuvlivt' Wi ccr

Enron Corp.
141Kt Sm,,ith Stnrt
Huston, TX 770i02-7.31

P. 0. B.or ?1t»
Hri.tuiw. TX .7751 1,;S

July 12. 2001 71.-.s53-6.94
Fax 713.646-8.381

The Honorable Spencer Abraham Itkd.sclIt l.Cwi

Secretary of Energy
U.S. Department of Energy
Forrestal Building
1000 Independence Ave. SW
Washington, DC 20585-1000

Dear Mr. Secretary,

It's clear to me that the time for a rational discussion on this country's energy policy is long overdue. That's why I'm
writing to invite you to participate as a guest commentator at an energy scenarios forum this fall. This event will
only yield solutions if we have true representation of the diverse range of opinions on this complex subject. It's time
we come together to create a dialogue around the future of the U.S. energy environment and the recent events in
California - no matter how much our opinions differ. I think you'll agree that we don't need any more empty
rhetoric. We need solutions.

The forum, "U.S. Energy Policy at a Crossroads: Alternative Futures for the Current Energy Crisis," will be held at
The Ritz-Carlton just outside of Washington, DC on October 3-4, 2001. We want to bring together some of the
country's leading thinkers and stakeholders to actively explore the real scenarios that affect us all. While certain
members of the press are invited, the discussions on October 4 will be entirely off the record.

Don't expect a traditional meeting. Enron has engaged a third party global information solutions firm-Intellibridge
Corporation-which uses simulation techniques at conferences all over the world. We will use them to explore the
impact of energy supply, markets and regulatory policies.

That's where you come in. Given your high profile in advocating the new Bush energy pran as well your well-known
ability to assimilate a range of perspectives, I would be honored if you would add your'point of view as a featured
commentator for the Differing Visions of America's Energy Future, from 7:00 - 9:00 p.m. on Wednesday, October 3.
These are moderated discussions in which guest commentators are called upon to speak multiple times and invited
to participate throughout the entire program. Please note that the preliminary program agenda is attached and
includes names of a number of commentators who have not yet confirmed.

I very much hope you'll join us for this important event. Please call (202) 298-7946 if you have any questions. We'll
be in touch with your office in the next few days to discuss your participation.

Sincerely,

Endless possibilities." a /



U.S. ENERGY POLICY AT A CROSSROAD: ALTERNATIVE FUTURES FOR THE
CURRENT "ENERGY CRISIS"

PRESENTED BY ENRON IN PARTNERSHIP WITH INTELLIBRIDGE CORPORATION

October 3-4, 2001
The Ritz-Carlton Hotel, Pentagon City, Arlington, VA

WEDNESDAY, OCTOBER 3

5:30-7:00 p.m. Cocktail Reception and Registration for Delegates

7:00-9:00 p.m. "Differing Visions of America's Energy Future"
A keynote address followed by a dinner conversation with a panel of leading

policy makers:

* Richard B. Cheney, Vice President of the United States

* Spencer Abraham, Secretary, Department of Energy

* Jeffrey K. Skilling, President & CEO, Enron Corp.
* Bill Richardson, Former Secretary, Department of Energy
* Gray Davis, Governor, California

* Dianne Feinstein, California, Committee on Energy and Natural Resources

THURSDAY, OCTOBER 4

7:30-8:30 a.m. Continental Breakfast and Registration for Delegates

PLEASE NOTE: OPENING AND CONCLUDING PLENARY SESSIONS WILL BE OPEN TO THE GENERAL PRESS. IN THE
INTEREST OF CANDOR, ALL OTHER SESSIONS WILL BE OFF THE RECORD WITH PRESS PARTICIPATION BY
INVITATION ONLY.

8:30-9:30 a.m. Opening Plenary Session: "Markets vs. Regulation: Finding the Proper Mix"

Featured Remarks: Pat Wood, Commissioner, FERC

9:45-11:45 a.m. Scenario Session I

Scenario A - The Crisis is Contained. Anticipating the Next Challenge: Under
this first scenario, natural gas and electricity prices continue to subside. Public
concern fades as energy prices gradually decline. The crisis remains contained to
California. Hydro conditions improve during Winter 2001, and other western

states are able to manage any emerging supply problems. Potential trouble states
in other regions, like New York, manage to install enough capacity and alleviate

Page 1



transmission constraints, both in gas and electricity. Efforts to mitigate the energy
crisis overachieve in some regions. The nation's energy supply mix shifts slightly
in response to policy changes.

Scenario B - Crisis Worsens, Spreads to Other States: Efforts to mitigate
California's electricity crisis prove insufficient, or even exacerbate the problem.
Shortages worsen in the Pacific Northwest, and Desert Southwest, pinching
import-dependent California even further. Neighboring states refuse to export to
California. Other resource supply shortages emerge as well: Natural gas prices
surge, sharing of water resources between California and the Pacific Northwest
become a serious point of contention. California quickly bums through the money
raised by its bond issue, and the state finds itself in severe financial trouble.
Federal and state authorities respond to perceived infrastructure shortages by
relaxing right-of-way and environmental regulations. States in other regions also
suffer supply shortages during the summers. Trends toward deregulation are
halted in various states, reversed in others.

Featured Commentators

* Paul J. Joskow, Director, Center for Energy and Environmental Policy
Research, Massachusetts Institute of Technology

* Robert Hahn, Director, AEI-Brookings Joint Center for Regulatory Studies
* Linda Breathitt, Commissioner, FERC
* Jeff Bingaman, New Mexico, Chairman, Committee on Energy and Natural

Resources
* Brian Malnak, Staff Director, Senate Committee on Energy and Natural

Resources

Page 2



12:00-2:00 p.m. Luncheon Roundtable "Virtual Energy Markets: A Look Ahead"

This luncheon discussion will focus on the challenge ahead for the energy industry
itself. To what extent will "virtual" energy contracts overcome physical
imbalances? Is there a trend toward "financialization" of the energy industry?
What mitigating role might risk management instruments have played in
California's energy crisis? Could they help avert possible future crises elsewhere?

Opening Remarks: Jeffrey K. Skilling, President & CEO, Enron Corp.

Featured Commentators

* James Newsome, Acting Chairman, Commodities Futures Trading

Commission
· Lawrence Eagles, Director of Research, GNI, Ltd.

· Kit Konolige, Managing Director, Morgan Stanley Dean Witter, New York
· Vito Stagliano, Policy Advisor, Electric Sector Restructuring and Regional

Transmission Organizations (RTOs) in association with Arthur Andersen LLP
* Vijay Vaitheeswaran, Energy and Environment Reporter, The Economist

2:15-4:15 p.m. Scenario Session II

"Political Aftershocks and Regulatory Responses"

Scenario A - More government, less markets: Under this first scenario, regulators
react to the energy crisis by taking a more active role in state electricity markets.

As other states experience their own, or inherit California's, electricity shortages,
public opinion calls for price caps, not just mitigation, and at least some regulators

respond. Congress drafts comprehensive energy legislation extending powers of a
number of federal agencies to facilitate the building of infrastructure.

Scenario B - More markets, less government Price mitigation measures are
removed after a time in California, and other states (like New York) considering

such measures drop their plans. Customers either benefit from lower prices, or at
last come to grips with realities of a deregulated power sector, finding other ways
(fixed price contracts, load curtailment programs, installing their own energy
sources) of protecting themselves from price spikes. Comprehensive energy
legislation fails to emerge or serves to ease restrictions on infrastructure
development.

Page 3



Featured Commentators

m Lawrence Makovich, Senior Director, Cambridge Energy Research Associates
(CERA)

* John Tuck, Former Deputy Energy Secretary, Of Counsel, Baker Donelson
· Fiona Woolf, Director Utilities Practice, CMS Cameron McKenna

G Clenn Lovin, Director, Power Marketing Association
o Keith Stuart Richman, State Assemblyman, 38th District, California

o John D. Dingell. Michigan, Ranking Member, Committee on Energy and
Commerce

4:30-6:00 p.m. Cocktail Reception and Concluding Plenary Session
"Lessons from Elsewhere and Arriving at Consensus"

How have other states (or other countries) dealt with, or how do they plan to deal
with impending energy shortages? Which represents the best path forward for
U.S. state and federal energy policy?"

Opening Remarks: John Hanger, Former Pennsylvania PUC Commissioner

Featured Commentators

· Dennis E. Eyre, Executive Director, Western Systems Coordinating Council
· Larry Ruff, Independent Consultant and Former Senior Vice President,

National Economic Research Associates (NERA)
· Robert Littlechild, Director, London Economics Consulting Group, Former UK

Director General of Electricity Supply
* Peter Behr, Columnist, The Washington Post
* Peter Overby, Correspondent, National Public Radio
* Andrew Cassell, Columnist, The Philadelphia Inquirer
* Kathryn Kranhold, Reporter, The Wall Street Journal

Includes proposed names of some commentators who have not yet confirmed as of 7/11/01.

Page 4
Page 4
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Spencer Abraham
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Sending Secretary Abraham five copies of:
'Summary Report:A Regional Leadership RIDS Information Head of Agency
Forum on Securing the Energy Future of the
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SI University of Colorado at Denver

Wlrtb Chair In Environmrttal and Community Development Policy
insttute for Policy Reearth and Implementation
1445 Market Street, Suite 350

Denver, Colorado 80202-1727
Phone: 303-820-5676
Fax: 303-534-8774

July 13, 2001

Hon. Spencer Abraham
Secretary of Energy
U.S. Department of energy
1000 Independence Avenue, SW
Washington, DC 20585

Dear Secretary Abraham:

We are pleased to send you five copies of the enclosed "Summary Report:
A Regional Leadership Forum on Securing the Energy Future of the Western United
States."

Given your leadership with respect to the U.S. energy needs, we hope you find it helpful. It
results from a Forum co-sponsored by the Wirth Chair at the University of Colorado and the
CEO Coalition to Advance Sustainable Technology.

Nearly 80 public, private and non-profit sector leaders from the western states and nation
attended the non-partisan Forum. They included: Governor Jim Geringer of Wyoming; Kenneth
Lay, Chairman of Enron USA; Ralph Peterson, CEO of CH2M Hill; Gary Goldberg, CEO of
Kennecott Energy Company; Judi Johansen, CEO of PacifiCorp, and many others. Discussions
were intense and strategic. They resulted in increased understanding of the nation's and western
states' energy problems. They also produced a shared commitment to principles and
strategies concerning western state and national energy and greenhouse gas emission policies.

We would welcome an opportunity to brief you and your colleagues on the report and to work
with you and them on the national energy policy.

Sincerely yours,

Marshall Kaplan
Executive Director

Enclosure

MK/sg

A
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Priority Important Folder Trigger Invitation
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speaker on 9/20/01 (no time mentioned) Sensitivity Not Applicable
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Signature/Approval Point of Contact CUNNINGD
NA - . - |_

__.:.______ I }_ Organization ID EXECCORR2

Action Requested - Assigned To
Appropriate Action SUJohnston

Special Instructions Date Due
Info copy: ES/Carpenter
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Hart Publications
A dn'ision of Chemical Week Publishing UI.C

1201 Seven Locks Road. Suite 300 * Potomac, MD 20854 · USA
I (800) USA-FIJEL 1 (301) 354-2000 Fax: 1 (301) 424-7260

2001-016954 7/16 A 10:52

FACSIMILE TRANSMITTAL SHEET

-o.TO. - R-K)'M

Robin Johnston Heather Reed for Frederick L Potter
CUIMPANY: DA'I'I

Office of Scheduling and Advance 07/13/01
FIAX NL.MBER: TOTAI. N. Ol)1''.A(;.S IN(CLUUING COVER

202-586-4403 6
PHONF. NUMMI.H: SliNUDER 'I'I.I.PilIONE NI'MllWR

202-586-0868 301-354-2020
Re: S!' MD R:R' l-.AX N.Lt'A4 R.

World Fuels Conference 301-738-8160

0L URG T " OFOR RE VIEW 1'LEASF. COMMI-N 0 PLEAS.E RII'I.Y O 0 .. SI-.' RT.:YCL.i

Dear Ms. Johnston:

At/ached please find our letter of invitation which in\ites Secretary Abraharr to participate
in the upcoming World Fuels Conference in Washington, DC on Septcmiber 20'h as our
Keynote Speaker.

We hope that you are able to confirm Secretary Abraham's participation via email or phone
as soon as possible. Mr. Potter has asked that 1 try to set a irme with you to discuss the
Conference with your office. Mr. Potter is available either by conference call or appointment
as your schedule permits. You may contact me directly at -1 301-354-2020 or via email at
hreed@chemweek.com upon your receipt of this information if you or your office has any
questions. Fred is also available by cell (+ 1 703-963-8287) at anytime to answer any
questions you might have.

/,-
Best regards, . -.

- c_-<- _ . .Reed
-- eather L Reed . \

Assistant to the Executive Director

------- ------------ --- 4

/:L
_ ____ /t~~~~~~~~~~o
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*HA jRT
Hart Publications

A division of Chemical Week Publishing LLC

1201 Seven Locks Road, Suite 300 * Potomac. MD 20854 * USA
1 (800) USA-FUEL - 1 (301) 354-2000 * Fax: 1 (301) 424-7260

July 12, 2001

The Honorable Spencer Abraham
Secretary, US Department of Energy
1000 Independence Avenue, SW Room 7A-257
Washington, DC 20585 -

VIA FACSIMILE 202-586-4403

Dear Secretary Abraham:

On behalf of all of us at Hart Publications, we are extremely pleased to extend you an invitation to
deliver Featured Remarks at the World Fuels Conference in Washington, DC on Thursday, September
20, 2001. If your schedule permits you to accept our invitation, we would suggest a 9:50 am start. If that
time does not work for you, we would be more than happy to rearrange our preliminary program
schedule.

We would suggest a tite focusing on "The New US Energy Policy: Implications for Refiners." A 20 -
minute talk with 10 minutes of Q&A would be appropriate. As you may know, past Energy Secretaries
Frederico Pena and Bill Richardson have delivered remarks at our World Fuels Conferences in previous
years.

This year we expect between 300 - 400 leading industry and government executives will the
Conference, which is being held at the Loews L'Enfait Plaza Hotel - just blocks from your office! We
are also very pleased that EPA Administrator Christine Todd Whitman has agreed to speak at this year's
event. Ken Lay, Chairman of Enron and NPRA Chairman Jerry Thompson from Citgo will represent
industry.

Thank you very much for your consideration to participate. I have enclosed a draft agenda for your
review. We look forward to another successful and'dynamic Conference. We will call your office in a
few days to answer any questions and hopefully confirm your participation. In the meantime, if you can
confirm your participation, or should have any questions, please contact me by email at
fpotter@chemweek.com. You may also reach me, or Heather Reed by phone at 301-354-2020. Thank
you very much Mr. Secretary!

Extending every admiration, I remain

Fredefck72'. ~L X

Eie Dryours,

Exgutive Director cc: Kyle E. McSlarrow - Chief of Staff
Frank Blake - Deputy Secretary of Energy
C. Boyden Gray
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IncidS
JERALD V. HALVORSEN

. - PRESIDENT

July 18, 2001

Mr. Francis S. Blake
Deputy Secretary of Energy
Department of Energy
1000 Independence Avenue SW
Room 7B-252
Washington, DC 20585

Dear Frank:

I am writing to invite you to be the featured speaker at an
October 16-17 meeting of the INGAA Board of Directors in Houston,
Texas. Specifically, we would like to invite you to speak at a Board
dinner on the evening of October 16. The dinner and meeting will be
held in the Four Seasons Hotel in Houston and will start at 6:30 pm.

Attached is a list of our Board members. We are particularly
interested in hearing from you on the status of energy policy
decisions both in the Department as well as in the Congress. I hope
you can join us on October 16 and please give me a call if you have
any questions.

Sincerely,

INTERSTATE NATURAL GAS ASSOCIATION OF AMERICA
10 G STREET N.E.. SUITE 700 WASHINGTON. D.C. 20002 * 202216-5901 · FAX 20/216-0670

I.



.. /y) -^sDepartment of Energy
H I G~~ 1^ /^Washington, DC 20585

dr Z ~Jury 23,2001 2001-0172672001-017267

Mr. Jerald V. Halvorsen
President
Interstate Natural Gas Association

of America
10 G Street, N.E. (Suite 700)
Washington,D.C. 20002

Dear Mr. Halvorsen:

We have received your correspondence dated July 18, 2001, inviting Secretary Spencer
Abraham to be the featured speaker on October 16, 2001, at the Interstate Natural Gas
Association of American board's dinner in Houston, Texas.

We have forwarded your invitation to the Secretary's Office of Scheduling and Advance.
A staff member from that office will notify you regarding the status of your invitation.

If you have any questions, please call Ms. Robyne Johnston at (202) 586-5534.

Sincerely,

/L
lanes N. Solit
Director, Executive Secretariat

® Pnntec with soy ink on recycled paper

I /* ~~~~~~~f.-



INGAA BOARD OF DIRECTORS

Mr. Stanley C. Horton Mr. John K. Castleberry
Chairman, INGAA President and CEO
Chairman and Chief Executive Officer WBI Holdings, Inc.
Enron Transportation Services Company P.O. Box 5601
1400 Smith Street, Suite EB5020 Bismarck, ND 58506-5601
Houston, TX 77002

Mr. Robert B. Catell

Mr. Michael E.J. Phelps Chairman and CEO
First Vice Chairman, INGAA KeySpan Energy
Chairman and CEO One MetroTech Center
Westcoast Energy Inc. Brooklyn, NY 11201-3850
1333 West Georgia Street
Vancouver, BC V6E 3K9 Mr. Pierre Cavalieros
Canada President

GDF Energy Inc.
Mr. John W. Somerhalder II 1515 Broadway, 43rd Floor
Second Vice Chairman, INGAA New York, NY 10036
President
El Paso Energy Pipeline Group Mr. Patrick D. Daniel
1001 Louisiana, 30th Floor President and COO
Houston, TX 77002 Enbridge Inc.

2900, 421 - 7th Avenue SW
Ms. Catherine Good Abbott Calgary, AB T2P 4K9
CEO of Pipelines Operations Canada
NiSource Operations
12801 Fair Lakes Parkway Mr. Stephen E. Ewing
Fairfax, VA 22020 President and CEO

Michigan Consolidated Gas Company
Mr. Douglas D. Baldwin 500 Griswold, 10th Floor
President and CEO Detroit, Ml 48226
TransCanada PipeLines Limited
P.O. Box 1000, Station M Mr. Thomas F. Farrell II
Calgary, Alberta T2P 4K5 Chief Executive Officer
Canada Dominion Energy, Inc.

120 Tredegar Street
Mr. R. D. Cash Richmond, VA 23219
Chairman, President and CEO
Questar Corporation Mr. Fred J. Fowler
180 East 100 South President, Energy Transmission
Salt Lake City, UT 84145-0433 Duke Energy Corporation

5400 Westheimer Court
Houston, TX 77056-5310
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Mr. Craig R. Frew David M. McClanahan
President - President and COO
Iroquois Pipeline Operating Company Reliant Energy Delivery Group
One Corporate Drive, Suite 600 P.O. Box 4567
Shelton, CT 06484-6211 Houston, TX 77210-4567

Mr. Rolf A. Gafvert Mr. Marcos Ramirez
President Director General -
Koch Gateway Pipeline Company Pemex Gas y Petroquimica Basica
P.O. Box 2626 Avenue Marina Nacional 329
Houston, TX 77252-2626 Torre Ejecutiva Piso 39

Col. Huasteca
Mr. Murry S. Gerber 11311 Mexico, D.F.
Chairman, President and CEO Mexico
Equitable Resources, Inc.
One Oxford Centre, Suite 3300 Mr. R. Todd Rushton
301 Grant Street President
Pittsburgh, PA 15219-6041 Viking Gas Transmission Company

825 Rice Street
Mr. William J. Haener St. Paul, MN 55117
President and CEO
CMS Gas Transmission Company Mr. Cuba Wadlington Jr.
Fairlane Plaza South, Suite 900 President and CEO
330 Town Center Drive Williams Gas Pipeline
Dearborn, MI 48126 One Williams Center, 49th Floor

Tulsa, OK 74172
Mr. Bernard J. Kennedy
Chairman and CEO
National Fuel Gas Company
10 Lafayette Square, Room 1800
Buffalo, NY 14203

Mr. Thomas B. King
President and COO, West Region
PG&E National Energy Group
7500 Old Georgetown Road, Suite 1300
Bethesda, MD 20814

Harold N. Kvisle
President and CEO
TransCanada PipeLines Limited
P.O. Box 1000, Station M
Calgary, Alberta T2P 4K5
Canada
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John D. Wiebe

~ =GLOBEfOqluldratiOni tPresident and Chief Executive Officer
- »»^--iJ-GLOB . l : - President el directeur general

July 29, 2001
2001-018177 8/2 A 11:22

The Hon. Spencer Abraham
Secretary of Energy
U.S. Department of Energy
1000 Independence Ave., SW
Washington, DC 20585

Dear Secretary Abraham,

The recently released Report of the National Energy Policy Development Group sets out a
bold and innovative plan for the United States of America, and a framework for a
continent wide energy management program. The enormous economic impact of the
proposed energy plan parallels an equally daunting requirement to ensure that the
environmental risks associated with It are minimized.

My purpose in writing Is to personally invite you to attend as a keynote speaker at the
GLOBE 2002 Energy Plenary scheduled for March 14 from 8:30 to 10:00 a.m. here in
Vancouver, Canada. The theme for the Plenary is "Continental Energy, the North
American Reality" and your perspective on balancing economic development with
environmental risk in the context of the continental energy strategy would be an invaluable
addition to the GLOBE Conference. Mr. Michael Phelps, Chairman and CEO of Westcoast
Energy and incoming Chair of the Interstate Natural Gas Association (INGA) has agreed to
provide a corporate perspective and joins us in inviting your participation.

GLOBE is the premier event to influence policy makers and business leaders on integrated
business and environment/energy issues in Canada. It's also receives major media coverage
from around the world and together with our Media partners the Globe and Mail, Canada's
national newspaper, and the Report on Business we will reach out not only to all Canadians
but the world as well. Your audience will include over 1200 corporate executives, policy
makers, environment industry executives and international agency representatives attending
one of the largest and most influential international conferences and trade fairs on business
and the environment in the world.

Strategically positioned to take place before the Earth Summit in Johannesburg, GLOBE
2002 is a major platform for government and business to interact on key business and
environment issues, including the all-important energy - environment linkages that are part
of the emerging continental energy strategy in North America. Economic realities make
clear the imperatives for Canada, the US and Mexico to operate under a continental energy
strategy. While these three countries will share in the economic benefits of the strategy,
they also will share a collective responsibility to minimize any associated environmental risks
- ranging from climate change to air quality and land use.

GLOBE Foundation of Canada * Fondation GLOBE du Canada
World Trade Centre. 504 - 999 Canada Place. Vancouver BC Canada V6C 3E1

Tel: (604) 775-7300- Fax: (604))666-123 Email:john.wiebe(vglobe.aplnet.org- Web: Www.globe.ca



The Hon. Spencer Abraham
Secretary of Energy. U.S. Department of Energy Pane 2

A complete track of the GLOBE 2002 Conference Program has been devoted to this
subject. It will look at such issues as: Managing Environmental Issues and Tapping Into Fuel
Supply for Continental Energy; Emerging Transmission Corridors; Energy Conservation
Realities; and The Northern Perspective, namely managing stakeholder requirements and
land-use issues.

GLOBE 2002 is the 7th biennial event of the highly successful GLOBE Series on business
and the environment. We expect over 450 exhibitors will be present at the GLOBE 2002
Trade Fair, which will host some 12,000 visitors during the three days of the event. Over
1500 delegates will attend the GLOBE 2002 Conference, the theme of which is "Driving
Corporate Leadership and Global Environmental Business to New Heights." International
representation at previous GLOBE events has exceeded 75 countries. We expect that level
to be even higher in 2002.

The GLOBE events have captured the interest of US Industry and government agencies.
Indeed GLOBE is accredited by the Department of Commerce and is attended by
companies and agencies from across America. The state of Pennsylvania as an example has
increased its participation over the past two events from a state booth to a pavilion with
over 40 companies in 2002. Senior executives from major US corporations as well as
senior government officials participate as speakers or delegates at the conference. Among
the speakers from the USA in 2000 were executives from the Dow Chemical Company,
ITT Industries, Nike, Dow Jones,Weststart-Calstart, ENRON, Mobil Corporation, AT&T,
General Motors Corporation, Preferred Energy Services of San Jose, and Bristol Myers
Squibb as well as government and agency representatives from a variety of federal and state
agencies. In all GLOBE 2000 had over 500 attendees from the United States.

Your government's authorities in Canada including Ambassador Celluci's Office and Consul
General Hugo Llorens in Vancouver are familiar with GLOBE and can offer you valuable
insights on the GLOBE event.

I look forward to welcoming you to Vancouver in March 2002. In addition to being the
host city to the GLOBE Series, Vancouver is also one of the world's most spectacularly
beautiful cities and has been rated as having the highest quality of living of any major
metropolitan area in the world. If you have not visited here before, we would certainly like
to welcome you in March.

I am enclosing for your review information on GLOBE 2002. I will be personally available
at your convenience to help in any preparations you may require before your address at
GLOBE 2002.

incerely

nD. Wiebe

Elosure
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TELEFAX

Date: July 31, 2001 Pages including this cover page: 2

To: Secretary Spencer Abraham Fax Number: 202/586-4403

Maida Dandy, Scheduling Director 202/586-7573

From: Robert T. "Hap' Boyd

Please ee attached letter. Thank you.

R.T. 'H p' Boyd

L:AOocVat \'AmnFRTBFOenTwp4ts.doc
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3o, bum Wkd Cap~la .Emron WEnd Corp.
444 Sowu FIoer Stmrt, Suite 4545
I{ ,Angda, CA 9071 -2946
(213) 452-4A%ttoA r ^ ~t/ ~~Fax (213) 452-488

Jul 31, 2001

Th: Honorable Spencer Abraham
Sec retary of Energy
U. ;. Department of Energy
10( 0 Independence Avenue
W; shington, D.C; 20585

De ir Mr. Secretary:

En-on Wind Corp (EWC) is one of the world leaders in the manufacture of wind
tuxrines for utility scale electric generation. EWC has manufacturing facilities in
Ca ifornia employing over 400 people and plants in Germany and Spain. Worldwide
we employ 1,478 people.

44' 5MW of new wind energy capacity was added throughout the world in 2000
bri aging total capacity to 18, 449MW. The U.S. had 2586MW wind capacity at the
en i of 2000. Installed world wind capacity is expected to grow at a rate of over 17%
peC year over the next five years. The U.S. will add 1500MW in 2001.

Nc t only is new wind capacity growing at a high rate, but costs are coming down so
th; t wind generated electricity is expected to be cost competitive with fossil generation
in hree to five years.

I tention these facts to you because I would like to request a meeting to give you a
pri sentation on wind energy and its potential contribution of clean electricity to the
nai ion's energy mix. I think that once you've heard the facts that- you will become an
ent husiastic supporter of wind technology.

I a ill follow up on this letter by contracting your scheduler to arrange a meeting.

I h ok forward to meeting with you.

Sir cerely,

R.' . "Hap ' Boyd

Natural gas. Electrdty. Endless possibilities.

: __________f
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Enron Wind Corp.
444 South Flmrr Street. Suite 4545
Los Angrles. CA 90071-2946
(213) 452-4880
Fa (213) 452-4888

July 31, 2001

The Honorable Spencer Abraham
Secretary of Energy
U.S. Department of Energy
1000 Independence Avenue
Washington, D.C. 20585

Dear Mr. Secretary:

Enron Wind Corp (EWC) is one of the world leaders in the manufacture of wind
turbines for utility scale electric generation. EWC has manufacturing facilities in
California employing over 400 people and plants in Germany and Spain. Worldwide
we employ 1,478 people.

4495MW of new wind energy capacity was added throughout the world in 2000
bringing total capacity to 18, 449MW. The U.S. had 2586MW wind capacity at the
end of 2000. Installed world wind capacity is expected to grow at a rate of over 17%
per year over the next five years. The U.S. will add 1500MW in 2001.

Not only is new wind capacity growing at a high rate, but costs are coming down so
that wind generated electricity is expected to be cost competitive with fossil generation
in three to five years.

I mention these facts to you because I would like to request a meeting to give you a
presentation on wind energy and its potential contribution of clean electricity to the
nation's energy mix. I think that once you've heard the facts that you will become an
enthusiastic supporter of wind technology.

I will follow up on this letter by contracting your scheduler to arrange a meeting.

I look forward to meeting with you.

Sincerely,

R.T. "Hap" Boyd

Natural gas. Electricity. Endless possibilities.
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Kenneth L Lay
Chirmnn of the Boad

'tA. a Enron Corp.
so·7^, ^~~~~~~ -" P.O. Box 118

t" 0Houston, TX 7251-1188
713-853-6773
Far 713-853-5313
ktnntthJlayenronm.

July 31, 2001 -

The Honorable Spencer Abraham
Secretary of Energy
U.S. Department of Energy
Forrestal Building
1000 Independence Ave. SW
Washington, DC 20585-1000

Dear Mr. Secretary:

I'd like to follow up with you. personally on a recent invitation extended by
Jeff Skilling for an event Enron is hosting, "U.S. Energy Policy at a Crossroads:
Alternative Futures for the Current Energy Crisis," in Washington, DC on
October 3-4. We would be honored to have you as a featured keynote speaker
to communicate your vision of America's energy future. The energy industry is at
a critical juncture. Through this event, Enron is committed to creating an open
dialogue for the industry to work together collectively and constructively to find
solutions and discuss ways to get them implemented.

Your involvement in this industry forum represents an opportunity to
engage with the most senior level stakeholders in our sector--key opinion
leaders, policymakers, regulators, and business executives. This forum
resonates with the industry. Our efforts thus far have generated a positive
response, and we anticipate a productive and insightful discussion.

I'd appreciate your being part of this forum. Your participation would
greatly enhance the prospects of a positive outcome.

Sincerely,

Endless possibilities. 7

I4f
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July 31, 2001

Ti ; Honorable Spencer Abraham
St ;retary of Energy
U. ;. Department of Energy
F( restal Building
1( )0 Independence Ave. SW
W shington, DC 20585-1000

DI 3r Mr. Secretary:

I'd like to follow up with you personally on a recent invitation extended by
JE :Skilling for an event Enron is hosting, 'U.S. Energy Policy at a Crossroads:
Al -mative Futures for the Current Energy Crisis," in Washington, DC on
0O ober 3-4. We would be honored to have you as a featured keynote speaker
to ommunicate your vision of America's energy future. The energy industry is at
a -itical juncture. Through this event, Enron is committed to creating an open
di. ogue for the industry to work together collectively and constructively to find
sc itions and discuss ways to get them implemented.

Your involvement in this industry forum represents an opportunity to
er lage with the most senior level stakeholders in our sector-key opinion
le; jers, policymakers, regulators, and business executives. This forum
re :nates with the industry. Our efforts thus far have generated a positive
re monse, and we anticipate a productive and insightful discussion.

I'd appreciate your being part of this forum. Your participation would
gr ally enhance the prospects of a positive outcome.

Sincerely,

Endless possibilities." 3m it
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Solar Energy Industries Association (SEIA)
1616 H Street, N.W, 8th Floor
Washington, D.C. 20006-4999

Glenn-Hamer, Executive Director 202.628.7475 Fax 202.628.7779
E-mail: glennhamneraol.com

August 8, 2001

Secretary Spencer Abraham
U.S. Department of Energy
1000 Independence Avenue, SW
Washington, D.C. 20585

Dear Secretary Abraham:

Energy is at the top of everyone's agenda right now. The country has legitimate energy and
environmental concerns. A part of the solution to these problems includes adding additional,
clean sources of power to the energy pool. Solar is booming and it has the potential to play a
substantial role in the energy crisis solution.

A June Washington Post/ABC News poll found an extraordinary 90% of respondents nationwide
support the federal government developing "more solar and wind power." What's more, when
asked what should be the "federal government's highest [energy] priority," the #1 choice across
America was "develop more solar and wind power." 23% of Americans ranked it #1, the highest
score for that question. In May, a USA Today/CNN/Gallup poll found that a whopping 91% of
Americans support "investments in new sources of energy such as solar, wind and fuel cells."

As Executive Director of the Solar Energy Industries Association, I request a meeting with you to
address both energy and environmental concerns, including global warming, with some of our top
executives in the solar industry. These solar experts have innovative ideas and views to share on
these issues. Ideally, we would like to meet with you on September 13, 2001, however,
September 14 is also a possibility if that is more convenient.

Please contact Jennifer Trendler at (202) 628-7745 or itrendler(i)seia.org to set up a time that
would fit into your schedule. Thank you for your consideration and we look forward to talking
with you.

Sincerely,

Glenn Hamer
Executive Director
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TECHNOLOGY

Digital Spin By John C. Dvorak
.

Sunshine in the Forecast
G IVEN THE NASDAQ COLLAPSE, YOU'D THINK IN- solar-cell manufacturer pe-

vestors would pay more attention to an industry riod, is BP Solar, a division of
growing 30% a year. Sales of photovoltaic panels, BP Amoco. Its photovoltaic
which convert sun rays into electricity, are doing sales this year should run
just that, and are expected to do so for years to about $250 million. Other se-

come. Yet solar power continues to be tarred as a technology rio.us contenders are Sharp
for crackpots and free-love hippies. Perhaps the energy crisis and Kyocera. "BP expects fu-
in the western U.S., as well as some entrants with exciting ture buildings to incorporate
new technologies, will change things. photovoltaics in their de-

Photovoltaics is the process of absorbing photons from signs," says BP Solar Chief Ex-
the sun or other light sources and turning them into elec- ecutive Harry Shimp. To
trons. The traditional technologies rely on silicon wafers cut prove it, the oil giant is adding
from crystals and notched with circuits that absorb the pho- photovoltaic roofs to many of

tons. Until recently the crystals used to make solar receptors People ate its new gas stations. Astro-
were inferior in quality to those used for PC semiconductors. eople e a Power, a publicly traded

But solar power would be much more efficient with the solar power with photovoltaic producer in
use of higher-quality materials and the common chip in- Newark, Del., is working with
dustry practice of making things smaller, denser and the hippy-dippy builder Shea Homes to offer
cheaper. Amonix, a new Torrance, Calif. firm, is shrinking 1970s But this solar panels on new homes.
receptors to a 250th of their standard size using a high-qual- Today most buyers are on
ity substrate made of complementary metal on silicon, or technology is solid, allocation as solar costs begin
CMOS, the same material used in cell phone and PC chips. to fall. Contractors quote about
Amonix then uses lenses to concentrate sunlight onto these cheap and poised 5 cents per kilowatt-hour for
tiny receptors. Result: Amonix's cells are 26% efficient to get bigger. homes and 10 cents for indus-
(meaning 74% of the incoming photons are lost) compared try. These prices are low, thanks
with the industry standard of ]2% to 16%. to subsidies from green states.

"Amonix probably has the most interesting system out Installed panels typically cost $10 per watt. California residents
there," says Paul Maycock, editor of Photovoltaic News. get a $3-per-watt rebate. A 6-ilowatt panel, costing $60,000, can
Amonix just finished installing a $700,000, 100-kilowatt sys- produce enough juice for a three-bedroom home. After rebates
tem at the Glendale Airport in Arizona. Energy will initially the price drops to $42,000. Annual operating costs are virtually
cost 50 cents per kilowatt-hour, twice the cost of oil-based nil, and a panel might last 100 years, says Maycock
power, but is expected to drop to 5 cents after the state fin- So why is there no public buzz? These huge companies
ishes a I-megawatt solar plant sometime next year. don't break out their numbers for photovoltaics, and the

An emerging technology to compete with wafer-based companies pushing the technology are too small to notice.
panels is thin-film photovoltaics. With thin-film technology My theory? People still equate photovoltaics with the
you coat a surface such as stainless steel or glass with a hippy-dippy 1970s. A recent New York Times article showed
photoreceptor such as amorphous silicon or selenium. some hippies in Ukiah, Calif. with a solar panel outside their
While thin-films, which hold on to between 6% and 11% of yurt-like home with its sod-covered roof. Presumably the
photons, are less efficient than wafer technology, these flexi- solar panel was used to power a lava lamp. "The hippy thing
ble materials can be incorporated into building materials is media nonsense. Most buyers are smart middle- and
more easily. You can shoot a bullet through one of these upper-middle-class homeowners," says contractor Gary
thin-film panels and it will still work," says Richard Bleiden, Gerber of Sun Light & Power in Berkeley, Calif.
director of project sales for United Solar, a subsidiary of En- Buzz or no buzz, this technology is solid and cheap. With
ergy Conversion Devices in Troy, Mich. public resistance to oil exploration and nuclear power, pho-

The world's biggest thin-film maker, and the biggest tovoltaics is a big business poised to get bigger. F

John C Dvowrk, columnist and author, is host ofSiicon Spin. a daily TV show on ZDT\.
Findpast columnr at wwwJorbe.com/dvoruk or uuyour .CurCat deict on the cur code tright It take you
there instantly. : M 2
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THE TRADE IN RENEWABLE ENERGY

in Lamar. Brian Evans ot Renewable En- erg expands. however. it is Euro-
ergy Systems expects that wind power could i peannd d Japanese companies-
explode to supply 20"o of America's elec- not American ones-that are win-
tricitv within 20 years. Exults Hal Harvey. ning most of the new business. A. The sale of photovoltaic cells
president of the Energy Foundation. based recently as 1996. manufacturers in grew by 37% last year as new
in San Francisco: "We've found the holy the U.S. accounted for more than
grail: wind is now cheaper than any fossil 40% of the world's photovoltaic applications hit the market
fuel-based power source.' shipments. But two years ago.

eJapan emerged as the world's lead-
ince 1998. wind power has ing manufacturer of these solar de-
been the fastest-growving vices. The 214 giant wind tur-
new source of electricity in bines going to King Mountain
the world, expanding an aver- in Texas at an estimated cost
age of 30lo aIyear. Sales oftpho-; of S250 million come from
tovoltaic panels (also known as Bonus. based in Brande.

solar cells), which convert the sun's ener- Denmark. Danish firms
gy directly into electricity, grew by 37% are supplying 60% of
last year. At high-tech companies and the wind turbines be-
hospitals, executives with a special con- ing installed in the
cern about power disruptions are look- fast-gowing U.S.
ing at fuel cells to supply clean and reli- market. which
able power on site (albeit at prices that this year alone
currently remain higher on average than will nearly dou-
those charged by the big utilities). ble the total in-

The value of the orld's electrical power stalled base of wind
generated from renewable sources such as power. The only American licon. which
wind and solar is about S7 billion-up from wind firm with the heft to competexvith in 2000 had
less than S1 billion a decade ago, but still a tiny the large European companies is an arm of 9.1%c of India's
fraction of the total electricity market, ac- the energ giant Enron, based in Houston. wind market-more than four times the
cording to a study by green-technology con- EuropeanandJapanesefirmshavealso ' share of the U.S. firm Enron. Savs Dale
sultants Clean Edge, of Oakland. Calif. That established solid footholds in the enor- Vince. managing director of Next Genera-
study projects the renewable market to reach mous potential power markets in develop- tion. which erected a large wind turbine
$82bi.ionby2010, astechnologicaladvances ing countries such as China and India. for Bntain's aSainsburv's grocery chain:
lower the price and make renewables easier where solar and wind power offer the "The export market svill be colossal for
to use. And governments around the world cheapest way to bring electricity to some of wind ener-'. and the U.S. is lagging be-
are pushing power producers to reduce emis- the 2 billion people just now getting their hind the Europeans."
sions that contribute to air pollution andglob- first lights and refrigeration. India is turn- To be sure. Enron has opened a new
al warming. Joel klakower, co-founder of ing to renewables to bring electricity to w-ind turbine plant south of Madrid, right
Clean Edge, calls this moment 'a unique his- some of the roughly 300 million of its peo- -in the heart of the European market. And
torical opportunity' for companies that ple who lack power. The nation now has Cannon. a U.S. wind-energy developer,
produce renewable energy. the fifth-largest installed base of wind gen- has launched big projects in Turkey. But

As the global market for renewable en- erators in the world and plans to use re- the wind turbines Cannon is installing are
newables for as. made by Danish firms.
much as 15Jc of its Slost alhilr-.- -or some is that the U.S.
new power over pioneered .'n.ar.. .,' he kev wind and solar

nual spending on Smne rf t. ihou:h. is coming back. Big
renewable-ener': Danish ir-:n, itch is Vestas are building
plants is goiraz t "urbance p.c:.r:r- ;n he U.S. The two largest
Indian companies isi.lr-e.t ca '.mnufacturers on American
or firms such .xs ..... iv l::-. cd BP Solar and Ger-
Dennimrk'li .E .-. ·,i - ·' ::::-;. ). )wnership may be
Soren Krohn is :r .: : ' . : .% ;rkers benefit.
president o the :..".. :. .::.: :.l:.lSe renewable-
Danish association .. :lfc rn ble
of wind turbine . : erd .n partthlnkS
makers, who '; ::.'.':: . -" .:::':;r .lad !overnment
lead the world in :.;-:.: . " :wr'u' than those
windmill exports *I , . radvantage
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for the foreign firms. however. is the Now as then. the affected L' S. ompanies h the assistance of U.S. Department of
higher price charged in their home coun- are debating not only corpora:e trated but Ener.z': unding. The U.S. government. he
tries for electricity generated by fossil fuels. also the appropriate role for government. ar:ues. could make A.merican rene' able-
Governments in Europe and Japan heavily While the Bush Adminis:rtion's ener- ener-'zcompanies morecompetioveglobal-

te . tax oil, gas and coal to capture some of the gy policy tilts toward traditional oil and .y simply by treating them fairly in govern-
hidden costs-from pollution and global coalinterests. many renewale-energyen- ment-purchasing decisions. The .S.
warming to vehicular traffic-of consum- trepreneurs believe that z1obal political -oNxe.mrrent is the biggest buyer of elec-
ing it. In the U.S.. solar and wind energyy and market forces are *c'.x n their side- trc:v in the world."' he says. 'and often at

~~r ° have looked less attractive-at least until i and that their technoh: .rs have developed pr:ces above what we can deliver wsith so-
recently when fuel-generated electricity to the point where the:: -an - mn. even on far A.l we are asking is that the govern-
prices spiked for some customers in Cali- a playing field that is canted against them. ment look at what it's paying, and anyplacee reigeratorson soe · o is delive buers wher selar trt ther re-
fornia to more than 5¢ a kw-h. Joseph nlahler. chief fi- where solar or other re-

ost Demak' goenensdI wnancial officer of FuelCell newables are cost effec-
n Britain. the fuel tax-driven rise in Energy. a Danbury. tive. use them.l

-. electricity costs helped encourage Conn.. firm that builds Such pioneering pur-
at Sainsbur s in Mlarch to refrigerate ' relatively small but highly chases are a traditional way
ge h part of a food-storage edepot in East efficient and pollut on-- _by which governments en-

Kilbride. Scotland. with electricity free power plants. san- his courage new technologies.
g. enerated b y a towering, 213-ft.-tall factor:es are expatr..: n The nowv ubiquitous mi-

r wind turbine. Sainsbury's also powers production -apidly. \lnv . . crochip is perhaps the best
S the refrigerators on some of its delivery buyers fear Calif.rna-. - exa.mple. At first the U.S.

!e matrucks through solar panels on the vehi- st-ve black;outs. and he militarv v as the only mar-
cles' roofs. Denmark's government used wornes more about mree- ket for the earyv integrated
to subsldize the installation of wind tur- ing demand than .hbout circuits. but by selling to it

g bines butabolished the program in 1989, whether the U .S. o.- in bulk. companies learned
when wsind pover was regarded as fully ernment tries to help. howto make chips betterand
competitive with electricity produced But such assistance hai- cheaper. Between 1962 and

ta f nfrom heavily taxed fossil fuels. proved :na:liiable to ome 1968. savs Dennis Haves.
- 3 : The eglobal situation today in some ways rene'.ih. -ener' :.'c- president of Se.ttle'i Bul-

e compares to thedecadea fter the 1973eoil em- noio C :.-> \ .l .Ba t ' litt F.und.t:on. nher pceo
baro. when uel prices ioared. Americans foreunder ir i,.! )rsn . these comr)cnintcnldropped
suddenly wanted smaller .ind more fuel- Asr . t: . i ! ,.r :i . c-
effic:ent vehicles. The J;anese.'who had !ar'.e. :s.men: . i- ; l f mak-

t been budding such cars for years. won lucra- ducer t h.r.l. c-- _. in - ;nkited aircuts iable
e tive market share and customer lov:lty that velon. l, di..S!'n ,i 1 :!c- foir t)ciimcrc.! i.qplic.tilons
e U.S. orixlucers have nexerentirely regained. Uni'c-rsit:. i, D.!..ir,. sch.a .;t' ,rnaln.lcurnputers.



THE TRADE IN RENEWABLE ENERGY a

Mahler of FuelCell Energy says such i FICeU Enr'y CEO
economies of scale would make fuel cells J Landhy Liys -a esca moude of a t M
even more competitive with fossil fuels. He ced I, th company's t st
estimates that with its current production lb i Danury. Cornn .
at 50 megawatts a year. his company's cells
can deliver power at 7¢ or Se a kw-h. But has no comparable fed- a
when FuelCell increases production by eral policies to stimu-
2004 to 400 megawatts a year, as it plans, late the market for
the attendant savings could drop the price green cars. A number
to Sa or 6e per kw-h. all else being equal. of states. however, have

set ambitious targets
his is the path by which Japan- for using renewables.
ese companies were able to win What U.S. renew-
the lead in solar exports from able-energy execs are
U.S. competitors. as Astropow- asking is that govern-
er vice president Howard Wen- ment provide a regula-
ge notes, the Japanese govern- tory environment that,

ment's approach has been to massively at minimum, doesn't
build up the domestic market through in- discriminate against
centives to encourage industry to scale up them. Amory Lovins, .
and then, in phase two, take the show on co-founder of the Rocky Mountain Institute . esting large sums in solar and other renew-
the road and dominate the world." Japan is and a longtime cheerleader for clean energy. ablesand experimenting with carbon-trading
currenty the largest market for solar in the points out that in 1996 the California legisla- schemes hat offset emissions in one place
world, and 75% of the 4 million devices ture discontinued a policy that encouraged a ith protecton of forests that capture carbon.
sold so far are on rooftops, partly because of i alternatives and efficienc- by allowing utli- While such U.S.-based companies as General
government incentives. The experience of ties to make money even if they sold less pow- N lotors and American Electric Power are also
selling mass quantities of photovoltaics at er (a policy that was reinstituted in April). expemenmenting with carbon trading and clean
home helped firms such as Sharp, with Policies that allow solar and wind power to be .ue!s. they seem at the moment to be moti-
17.5% of the world market for the basic sold to the grid during peak production pe- Va ed more by the threat of boycotts by in-
modules that convert solar energy to elec- riods-now in place in more than 30 states- ternational environmental groups than by
tricity, and Kyoera,with 14.6% ofthis mod also are encouraging use of renewables. market economics. The interest in renew-
ule market, pull ahead of American rivals. Some argue that U.S. tax policy discrimi- ables on the part of such big oil companies

Now Japan is applying the same ap- nates against renewable-energy companies as BP and Shell. on the other hand, "has
proach as it seeks to develop ultra-efficient by taxing them at virtually thesame rate as fos- zone bevond window dressing.' says Vince,
green cars. The government instituted a sil-fueled competitors who impose big costs the British %xind-power executive. h ey can
goal to make 100% of its fleet of 7,000 offi- on society through pollution and greenhouse see the future of enemr5. For them. it's busi-
cial cars 'green," meaning they get ultra- gases. Almost everywhere else in the world. ness.' And that may be the best evidence
high mileage running, at least in part, on fossil fuels bearcumbersome ta.xes.Japan has that renewable energy's future has finally
some ultra-clean fuel such as hydrogen. a'green tax" and the U.KI aClimate Change come. -W-Ih porte by MAm., BbdLond
When told in May that this would take sev- Levy,' as well as other taxes on fossil fuels. Dtt Bjeslr eI/ew YorkC Us, PTj,/Cqpnnr&
en years. Prime Minister Junichiro Koizu- As the Bush Administration resists inter- rToo Sek*guch/Torto d other breau
mi responded with -That's too long-make national action on climate change. govern-
it three!" Denmark, Italy. Spain. Portugal, ments and companies in Europe and Asia are ts nd Formoreabout hereneuable-
Greece, Austria and Sweden also use gov- positioning themselves to deal with the threat energy business. visit ur :rebsite
ernment purchases to stimulate produc- posed by emissions of greenhouse gases. ti tns.convglobal
tion of renewables. By contrast. the U.S. British Petroleum, for example. is in-

With concerns about climate
change mounting, carmakers look..=
to fuel cells as a new source of
efficient, nonpolluting power_ °
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August 10, 2001

The Honorable Spencer Abraham
Secretary of Energy
US Department of Energy
1000 Independence Avenue, SW
Room 7A-257
Washington, DC 20586
Attention: Ms. Cheryl Afford, Scheduler

Dear Ms. Alford:

Jeff Skilling, CEO of Enron would like to schedule a meeting with Secretary
Abraham to discuss the state of electricity competition and upcoming legislation.
Mr. Skilling is available for a meeting in Washington, DC on Tuesday, September
11, 2001 In the afternoon if this is possible.

At your convenience, please call me at 202-4669159. I look forward to talking
with you.

Sincerely,

A f/ ~
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2U01-U1 b43 d/1J/U1 J:41 O3
THE EUROPEAN INSTITUTE

5225 WISCONSIN AVENUE, N.W.. SUITE 200. WASHINGTON, DC 20015-2014

TELEPHONE: (202) 895-1670 FAX: (202) 362-1088 * E-MAIL: INFO@EUROPEANINSTrTurE.ORG

August 10, 2001

The Honorable Spencer Abraham
Secretary of Energy
1000 Independence Avenue, SW
Washington, DC 20585

Dear Mr. Secretary:

On October 10, 2001 The European Institute is hosting our annual energy seminar entitled
Energy Governance: Transatlantic Approaches to Energy Policy. On behalf of the Board of
Directors and Members of the Institute, I wculd like to reiterate our earlier invitation to have you
address this special meeting of our Roundtable on Energy, Environment and Transportation.

In the time since our initial invitation, this seminar has taken shape. I would like to take this
opportunity to share some additional information with you. This seminar will focus on the
differences in transatlantic approaches to energy governance. The Institute is working to create a
balanced forum for a meaningful debate on ways to make energy and environmental policy more
responsive and relevant in the face of complex and ever changing market conditions.

The Honorable Christel M61ler, Germany's Director General for Energy, has confirmed her
participation in this dialogue. We have also invited representatives of European and American
government and industry, including EPA Administrator Christine Todd Whitman, Congressman
Joe Barton, Pedro Miquel de Sampino Nunes, Director, Conventional Sources of Energy,
European Commission, Callum McCarthy, Director Generalfor the British Office of Gas and
Electricity Markets and Dr. Kenneth Lay, Chairman and CEO of Enron Corporation. It is our
hope that you will agree to give the keynote address at the closing luncheon, from 12:45 - 2:45
p.m. on October 10.

As a reminder, The European Institute is the leading Washington-based public policy
organization devoted to transatlantic affairs. It brings together Americans and Europeans in an
independent and non-partisan forum. Its goal is to maintain and renew the transatlantic
relationship while European integration proceeds and the Atlantic Alliance evolves. The
Institute's Membership includes 23 European governments and 80 multinational corporations.

We look forward to receiving you at the Institute. If you, or your staff, have any questions,
please call me at (202) 895-1670.

Sincerely,

_i'--_
Scot Faulkner
Executive Director

j 9L5,4
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The Secretary of Energy
Washington, DC 20585

August 15, 2001

Mr. Ken Lay
Chairman
Enron Corp.
1400 Smith Street
Houston, Texas 77002

Dear Ken:

The National Petroleum Council is a Federal advisory committee that advises the
Secretary of Energy on matters relating to the oil and gas industry. It has a long
and distinguished history of contributing to the energy strength, security, and
stability of our Nation. It also has a long and distinguished history of addressing
society's shared environmental concerns.

At this time, there are several vacancies on the Council. In addition, the terms of
the entire membership -- approximately 175 individuals -- will expire at the end
of this year. In filling these vacancies, I would like to attract the most qualified
individuals from the broadest possible range of relevant disciplines to serve on the
Council.

i know that you have undoubtedly had professional interactions with individuals
who would add great value to this important group. I am, therefore, asking that
you give some thought to individuals and organizations that you believe might
appropriately serve on the National Petroleum Council and recommend them to
me for service in the Council's 2002-2003 term.

Since the process of selecting and installing new members is time consuming, it
would be a great help if you could provide any names, along with relevant
information, if at all possible, by September 14, 2001.

Thank you for your consideration of this important matter.

Sincerely,

Spencer Abraham

Printed on recycled paper
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RESOURCES
FOR THE FUTURE

Paul R. Portney
President and Senior Fellow

2001-019268 8/17 A 11:12

August 15, 2001

The Honorable Spencer Abraham
Secretary of Energy
Department of the Energy
Forrestal Building
1000 Independence Avenue, SW
Washington, DC 20585

Dear Mr. Secretary:

At the suggestion of Richard Abdoo, I am writing to invite you to address the Resources
for the Future (RFF) Board of Directors and Council following dinner on the evening of
Wednesday, October 10 th. RFF will be hosting a meeting of the RFF Board and Council at its
conference center at 1400 16th Street, NW, Washington, DC, the subject of which is "Balancing
U.S. Energy Needs and Environmental Protection," and I am hoping you might use the occasion
to reflect a bit on a few of the most sharply debated policy questions. I know those attending the
meeting would be especially interested in any observations you might care to make about
proposed energy legislation.

The RFF Council was established in 1989 to recognize individuals who provide generous
financial support to RFF, as well as representatives of foundations and corporations who do the
same (RFF only accepts unrestricted gifts from corporations; we will not accept support tied to a
particular research project). In addition, most of the members of RFF's Board of Directors
participate in the Council meeting, as do special guests from the environmental advocacy
community and from federal, state and local government. I have enclosed a draft agenda for the
meeting, along with a list of the members of RFF's Board of Directors and Council. As you can
see, it is an impressive group.

We would be most honored if you would be willing to speak to us. If it makes your
decision any easier, we do not expect a formal speech. Rather, the relatively small size of the
group-about 75-80 people in all-lends itself more to an informal presentation of perhaps 15
minutes. Since the subject of the meeting, and especially the topic I have asked you to address,
is one where you have expertise, I hope you will grace us with your presence that evening.

1616 P Street, NW · Washington, DC 20036 · Telephone 202-328-5000 * Fax 202-939-3460 * Cable Resource



The Honorable Spencer Abraham
August 15, 2001 .
Page Two

I am grateful to you for considering my request, and will call your office soon to follow

up. Thanking you in advance, 1 am

Sincerely yours,

Paul R. Portney

cc: Richard Abdoo

Enclosures

:51-i



Resources for the Future
Fall Council Meeting

October 10, 2001

"Balancing U.S. Energy Needs & EnvironmentaLProtection"

DRAFT Agenda

RFF Conference Center
1616 P Street, NW

Washington, DC 20036

2:00 RFF Council Meeting

Welcome: Paul R. Portney, President, Resources for the Future

2:10 US Energy Policy During the 1990s

Keynote: Paul Joskow, Professor. Massachusetts Institute of Technology - invited

2:45 Break

3:00 Perspectives on the Energy Bill

Introduction: Howard Gruenspecht, Resident Scholar. Resources for the Future

3:05 - 3:50 - Panel 1: CAFE

Marty B. Zimmerman, Chief Economist, Ford Motor Company - invited
Daniel F. Becker. Global Warming & Energy Director, Sierra Club - confirmed

3:50 - 4:35 - Panel 2: ANWAR

Executive from Phillips Petroleum
Sara Chassis, Senior Attorey, Natural Resources Defense Council - invited

4:35 - 5:20 - Panel 3: Subsidies

Jerry Taylor, Director of Natural Resource Studies, CATO Institute - confirmed
James Wolf,fonner-President, Alliance to Save Energy - invited

5:30 Reception & Dinner

Dinner Speaker

The Honorable Spencer Abraham, Secretary of Energy, Department of Energy - invited

Resources for the Future * 1616 P Street, NW · Washington, DC 20036 · Telephone 202-328-5000
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BOARD OF DIRECTORS

Darius W. Gaskins, Jr.* Dod A. Fraser _ William D. Nordhaus
Chairman Former Managing Director A. Whitney Griswold Professor

Senior Partner Chase Securities, Inc. of Economics
High Street Associates Yale University

Mary A. Gade
Robert E. Grady* Partner James F. O'Grady
Vice-Chairman Sonnenschein Nath & Rosenthal President

Managing Director -O'Grady & Associates
The Carlyle Group F. Henry Habicht II

Chief Executive Officer Steven W. Percy
Paul R. Portney* Global Environment and Akron. OH
President Technology Foundation

President and Senior Fellow Mark A. Pisano
Resources for the Future Kenneth L. Lay Executive Director

Chairman Southern California
Enron Corp. Association of Governments

Catherine G. Abbott
President. Pipeline Operaions Lawrence H. Linden** Roger W. SantPresident, Pipeline Operations
NiSource Inc. Managing Partner Chairman

The Goldman Sachs Group Summit Foundation

Julia Carabias Lillo
Universidad Nacional Aut6nomia Frank E. Loy Robert M. Solow

de Mexico Rome, Italy Institute Professor of Economics
Mexico D.F., Mexico Massachusetts Institute

Lawrence U. Luchini of Technology

Norman L. Christensen Jr. Partner and Portfolio Manager
Nicholas School of the ITS Investments LLC Joseph E. Stiglitz

~~~~~~~~~~~~~~Environment ~Professor of Economics

Duke University Jim Maddy* Stanford University
President

James H. S. Cooper National Park Foundation Edward L. Strohbehn Jr.

Partner Partner
Brentwood Capital Advisors, LLC Karl-Goran Maler McCutchen. Doyle

Director, Beijer Institute Brown & Enersen

John M. Deutch on Ecological Economics

Institute Professor, Department The Royal Swedish Academy Linda C. Taliaferro

of Chemistryof Chemistry of Sciences Attorney-at-Law

Massachusetts Institute of Taliaferro & Associates
~~Technology ~Frank L. Matthews

Publisher Victoria J. Tschinkel*

Anthony S. Earl* Cox, Matthews & Associates, Inc. Senior Consultant
Partner Landers and Parsons, P.A.
Quarles & Brady

* Mcmber of the Executive Committee
· Nominee

Resources for the Future * 1616 P Street, NW * Washington, DC 20036 * Telephone 202-328-5000



RFF COUNCIL MEMBERS

Corporations
Katherine Fish Steve Kline

Braden R. Allenby Director of Public Policy Executive Vice President
Vice President - Environment. Monsanto Corporation & Chief of Staff

Health & Safety PG&E Corporation
AT&T William Frick

Vice President Elliott P. Laws
Patrick R. Atkins Health & Environment President. Safety,

Director, Environmental Affairs American Petroleum Institute Health & Environment
Aluminum Company of America Texaco. Inc.

Charles H. Goodman
Timothy Bent Senior VP. Research and Michael J. McAdams

Director. Environmental Affairs Environmental Affairs General Manager
Bridgestone/Firestone. Inc. Southern Company Generation Government Affairs

BP Amoco Corporation
Leslie Carothers Thomas M. Hellman

Vice President. Human and Natural Vice President. Environmental John P. McMahon
Resource Protection Affairs Vice President

United Technologies Corporation Bristol-Myers Squibb Company External & Regulatory Affairs
Weyerhaeuser Company

George D. Carpenter James R. Hendricks
Director. Worldwide Health. Vice President. Environment. Paul G. McNulty

Safety & Environment Health & Safety Director. Environmental Policy
The Procter & Gamble Company Duke Energy Philip Morris Companies. Inc.

Robert D. Cavey John W. Henry Joseph Mayhew
Vice President. Government and President Vice President

Public Affairs John W. Henry and Company Technical and Regulatory Affairs
American Standard Companies American Chemistry Council

Dale E. Heydlauff
Robert J. Christie Senior Vice President, W. H. Moore

Director. Public Affairs Environmental Affairs President & CEO
FMC Corporation American Electric Power American Forest & Paper

Service Corp. Association
W. A. Collins

Director. Health, Environment, Jane M. Hutterly Liam K. Murphy
and Safety Senior Vice President Vice President

Occidental Petroleum Corporation Worldwide Corporate Affairs Safety & Environment

S. C. Johnson & Son. Inc. Merck & Company, Inc.
Ged R. Davis

Vice President Thomas C. Jorling James R. Olson
Global Business Environment Vice President Senior Vice President, External

Shell International Limited Environmental Affairs Affairs
International Paper Toyota Motor Sales, U.S.A., Inc.

Martin Durbin
Associate Director Steven J. Kean David K. Owens

Federal & International Affairs Senior Vice President Executive Vice President
American Plastics Council Government Affairs Business Operations

Enron Corp. Edison Electric Institute

Resources for the Future * 1616 P Street, NW * Washington, DC 20036 * Telephone 202-328-5000
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Corporations cont'd Individuls
Raymond J. Kopp

Robert A. Ridge Catherine G. Abbott Vice President for Programs
Vice President. Health President. Pipeline Operations Resources for the Future

Environment & Safety NiSource Inc.
Phillips Petroleum Company W. Mitchell LaMotte

Christopher C. Aitken Winnetka. Illinois

James W. Ragland Senior Vice President
Director, Economic Research Consulting Group Director Kenneth L. Lay
Aramco Services Company Salomon Smith Barney Chairman and

Chief Executive Officer

Stephen D. Ramsey James H.S. Cooper Enron Corp.
Vice President. Corporate Partner

Environmental Programs Brentwood Capital Advisors. LLC Lawrence H. Linden
General Electric Company New York, NY

Robert K. Davis
David Raney Boulder. CO Charles F. Luce

Manager - Environmental Bronxville. New York
& Safety Affairs John M. Deutch

American Honda Motor Co.. Inc. Institute Professor Daniel Luchini

Department of Chemistry Liltleton, CO
Bernard 1. Robertson Massachusetts institute of

Manager, Truck Operations Technology Lawrence U. Luchini
DaimlerChrysler Corporation Partner & Portfolio Manager

Margaret W. Fisher ITS Investments LLC
Ernest S. Rosenberg Falls Church. VA

President Steven Luchini
The Soap & Detergent Association Dod A. Fraser Littleton, CO

Former Managing Director Steven W. Percy
Marc I. Stern Global Oil and Gas Group Akron OH

President Chase Manhattan Bank
The TCW Group. Inc.

Paul R. Portney
Paul V. Tebo Robert W. Fri President and Senior Fellow

Vice President, Safety Director Resources for the Future
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RICHARD G. LUGAR
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M. nited States Senate
WASHINGTON. DC 20510-1401

August 28, 2001

Mr. Dan Brouillette
Asst. Sec. For Congressional Affairs
Department of Energy
1000 Independence Avenue SW.
Washington, D.C. 20585

Dear Mr. Brouillette:

Senator Richard Lugar has received the enclosed correspondence from W. F. Wellman
regarding his request to meet with a representative from the Department of Energy. Due to
the nature of the inquiry, we are forwarding it to you for review and consideration.

After you have had the opportunity to review the enclosed correspondence, please
respond directly to Mr. Wellman. Thank you for your assistance and attention to this matter.

Sincerely,

^ _4, . ^, A
Monica Bowles Kozlowski
Special Assistant

.Enclosure

PfwED ON RFCYC O rwER
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1000 east 80th place.,uite 700
mernillville, indiana 46410O\^~~~~~~~~~ W y "~~~~~C7~~~~~ telephone 219-769-6601

fax 219-757-3510

WHITECO Industries, Inc.

August 2, 2001

The Honorable Richard G. Lugar
United States Senate
306 Hart Senate Office Building
Washington, D.C. 20510-1401

Dear Senator Lugar:

Mr. Dean White sold his outdoor sign company in August of 1998 but he
kept his sign company in China and a company called "Profile".

In 1992, "Profile" developed a box that works off of the satellite which
controlled the lights on billboards throughout 38 states. We could tell a sign in
New York or San Diego from Merrillville, Indiana when we wanted the lights to
come on and when to go off and the box would compensate for the difference
between dawn and dusk each day. Mr. White realized that "Profile" had a
future.......that is the reason he is the boss!

"Profile" now controls the parking lot lights and signs in banks, fast food
restaurants, car dealers, malls, parks, government buildings and anyone
interested in controlling their energy.

We have just started to work with Enron and they have us hooking up our
"Profile" box at 18 Simon mall properties in the Chicagoland area. Next month
we will be taking over the control of the lights and signs at the Castle Mall in
Indianapolis and we will also be controlling over 20 rooftop air conditioners at
the mall. Enron knows how this will save in energy and maintenance costs so
we expect to be doing some serious business with Enron.

Now for the main reason for writing you. Mr. White rarely asks for
anything but this time I think you could help me get a foot in the door with the
government. We are working on a project with Vanderberg AFB where we would



The Honorable Richard G. Lugar
United States Senate
306 Hart Senate Office Building
Washington, D.C 20510-1401
August 2, 2001
Page Two

be controlling the interior lighting on 300 buildings as well as load shedding
capabilities. We would really like to have an appointment with someone in the
energy department that would listen to our story.

We are good, not expensive and very reliable. In fact, maybe we could
look at the Vice President's house to see if we couldn't cut his utility bill down.

Thank you for your time and consideration regarding the above request.

Sincerely,

W. F. (Bill) Wellman
Senior Vice President Communications

WFW/cs

Enclosures:

: * |,

^ ; . j~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
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Linda L RoberUon

t PrVfaidmn
Fnrrml GorrwtdnTt Affamr

Enron
Cf2~~~~i^~t~ Ins~~~~~~2775 Ey$ Swt, NW, Suite 800

Wahmigton. DC 20006
202-66-9159
Fax 202-828-3372
linda.mbertonrOnron.acm

VIA FAX
202-586-7573 (fax)

August 28, 2001

Ms. Robin Johnston
Scheduler
The Honorable Spencer Abraham
Secretary of Energy
US Department of Energy
1000 Independence Avenue, SW
Room 7A-257
Washington. DC 20585

Dear Ms. Johnston:

Ken Lay, Chairman and CEO of Enron would like to schedule a meeting with
Secretary Abraham to discuss the state of electricity competition, and upcoming
electricity legislation. Dr. Lay is available for a meeting in Washington, DC from
September 18 through September 19, 2001.

At your convenience, please call me at 202-466-9159. I look forward to talking
with you.

Sincerely,

Endless possibilities.'

** TOTAL PAGE. 01
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INFOCAST FAX COVER SHEET
22134 She n Way, Canoga Park, CA 91303

TEL (818) 888-445 od. 28 FACSIMILE (818) 888-4440 * e-ail: ronhOIrocatrnc-o

Date: September ly, 2001

Attn: Catherine Carpenter
Department of EnergyExecutive Secretary Office

OffMce Facsimile No.: 202-586-7573

From: Ron Henderson
Conference Manager

This iacsimile contains 7 page(s) including tLh cover sheet If there s a prob!: with this
transmission, please telephone (818) 888-4445 ext. 28.

Hi Todd:

Thank you for advising me on the process for inviting speakers. Following you will find an
invitation to Secretary Abraham to speak at the upcoming Energy Investor Policy and Regulation
Conference. I am also attaching an agenda for the program.

I would very much appreciate your help in presenting this invitation to Secretary Abraham and
advising me whether he will be able to join us at this important event.

I am working on a rather tight deadline for getting the event's publicity materials to the printer.
Therefore, as I mentioned to you today, I will give you a call on Monday to discuss this
invitation.

Thank you for your assistance.

Ron Henderson
Infocast
818-888-4445 ext. 28
ronh@infocastinc.com

(p0fi



Advisory Board

John Beany
Managing Director
NEW HARBOR

INCORPORATED

Brian A. Goldstcin
Managing Director & Co-
Head, Energy & Project

Finance
BANC OF AMERICA
SECURITES LLC

Leonard Hyman
Senior Indu sry Advisor, September 12, 2001

Global Power Group
SALOMON SMI'M

BARNEY

aScott r.Medga IThe Honorable Spencer Abraham
Managing Director S ry of r

FIELDSTONE Secretary of Energy
U.S. Department of Energy

PARN AMRO 1000 Independence Ave., SW
Washington DC 20585

Thomas Plagemann
Director, Project Finance Dr Secretary Abraham:

DEUTSCRE BANK

Donald F. Santa Jr., Partner We would be honored if you would join us as a featured speaker at the Energy
TROUTMAN SANDERS Investor Policy and Regulation Conference, scheduled for December 3-4, 2001

LLP (rfnruly at the W New York Hotel in New York City.
Commissioncr, FERC

Edward J. Tirello, Jr. The Energy Investor Policy and Regulation Conference bas been developed in
President conjunction with a stellar Advisory Board from major Wall Street firms and

POWER PARTNERS will be this year's most important conferences for energy investors and energy
FOR ENERGY companies-both of whom have a tremcndous stake iri the future course of

Roben KC Winrm government energy and environmental policy and regulation. The conference
SeniorAnatyrs themen will be "Washington Comes to Wall Street." This event will offer a

Distribured Energy Service unique opportunity for leading policy makers from the Bush Administration, the
& Wholzale Energy

BEAR, ST RNS & CO Congress, and federal and state regulators to share their perspectives with an
audience that will include representatives of major energy companies and

t R d s~. Wood financial institutions.
Managing Director, Energy

Group
CREDIT SUISSE FIRST In particular, we would like you to deliver the Keynote Address "'Te Bush

BOSTON Administration View of National Energy Policy" on December 3, 2001, and
CORPORATION share with the audience the Bush Administration's perspectives on this vital

Michael Worms national issue. Given your pivotal role as Energy Secretary, the audience at the
Senior Vice President conference will be especially interested in your remarks.
GERARD KLAUER

MATI3SON



The Honorable Spencer Abraham
September 12, 2001
Page 2

I am attaching a conference agenda for your review. We hope that you will find the Energy
Investor Policy and Regulation Conference to be an attractive forum for articulating your views on
the energy policy issues affecting the Nation's energy consumers, the energy industry and the
investment community.

We are planning on printing soon some publicity materials for the Energy Investor Policy and
Regulation Conference. Therefore, I will call shortly to determine whether you will be able to join
us. In the meantime, please call me at 818-888-4445, ext. 28, if you have any questions regarding
this important event.

With best regars

Ron Hen
Conference Manager
Infocast

2
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Jobn Beatty

Managing Director
NEW HARBOR

INCORPORATED

Brian A. Goldstein
Managing Director &

Co-Head Energy &
Project Finance

BANC OF AMERICA
SECURITIES LLC

Sonarid Hymansr, December 3-4, 2001 * New York, NY
Senior Jndutry Advisor, W New Yor Hotl

Gtolmi Power Group
SALOMON SMITE

BARNEY Atenda

Scott Media
Managing Director

FIELDSTONE
Monday, December 3, 2001

Paul Panrsnon

AbN AMRO 8:30 - 9:00 Introduction and Opening Remarks by the Conference
Tbonas Plag mann Chair
Director, Projct * Donald F. Santa Jr., Partner, Troutman Sanders LLP

Finance
DE SCH BANK and formerly Commissioner, Federal Regulatory

Dond F. WSanta Jg CEnergy Commission (confirmed)Donald P. Santa Jr..
Partner

TROUTMAN
SANDERS LLP

(fomnarly Connissionr, 9:00 - 9:45 Keynote Addres:
FERC THE BUSH ADMINISTRATION'S VIEW OF

Edw~ard 1. Tuello, Jr. NATIONAL ENERGY POLICY

POWER PARTNERS Spencer Abraham, Secretary of Energy,U.S. Department
FOR ENERGY of Energy

Robert 1 Wfltas 9:45 - 10:30 THE CONGRESSIONAL VIEW OF NATIONAL
Senior Analyst

Distribated Energy ENERGY POLICY
Service A Wholesale (lditod S peakl:

Energy o° Senator Jeff Bingaman, Chairman, Energy and
BEAR, STEARNS & Natural Resources Committee, United States Senate,

CO or

Raymnd S. Wood * Staff Member, Energy and Natura Resources
Managing Director. Conmmittee, United States Senate

Energy Group

CREDIT SUISSE 10:30- 11:00 Morning Refreshment and Networking Break
FIRST BOSTON
CORPORATION

Michael Worms
Senior Vice President
GERARD KLAUER

C,



Eerryv Investor's
Policy ad Rtelatdon Cofhrence
Draft Aeda
Page 2 of 2

11:00 - 12:00 Panel Discussion:
HOW NATIONAL ENERGY POLICY IMPACTS THE POWER
INDUSTRY
* Charles E. Bayless, Board of Directors, Dynegy, and formerly CEO,

Illinova Corporation (confirmed)
* David H. Peterson, Chairman, President and CEO, NRG Energy, Inc

(confirmed)
* James E. Rogers, Chairman, President & CEO, Cinergy Corp

(confirmed)
* Richard J. Sharpies, President, Anadarko Energy Services Company

(confirmed)

12:00- 1:30 Group Lunch

1:30 - 2:15 FERC'S STRATEGY FOR ACHIEVING COMPETITIVE
WHOLESALE POWER MARKETS
* FERC Commissioner William L. Massey (tentatively confirmed)

2:15 - 3:15 PanelDiscussion:
HOW FERC'S POLICIES AFFECT PARTICIPANTS IN
WHOLESALE POWER MARKETS
* William J. Museler, President and Chief Executive Officer, New

York ISO (confirmed)
* Douglas L Miller, Senior Vice President and General Counsel,

Mirant (confirmed)
* Susan Tomasky, Executive Vice President & General Counsel,

American Electric Power Corp. (confirmed)

3:15 - 3:45 Afternoon Refreshment and Networking Break

3:45 - 4:45 Panel Discussion:
HOW FERC'S POLICIES AFFECT THE BUSINESS MODEL FOR
AN INDEPENDENT TRANSMISSION BUSINESS
Moderator: Edward J. Tirello, Jr., President, Power Partners For Energy
(confirmed)
Panelist:
* Clifford S. Sikora, Partner, Troutman Sanders LLP (confirmed)
* Al Statman, Executive Vice President & General Counsel, Trans-

Elect, Inc. and Managing Partner, Wright & Talisman (confirmed)
* James P. Torgerson, President & CEO, Midwest ISO (confirmed)
* Joseph L. Welch, President, International Transmission Company

(confirmed)

2



Plntg investor's
Polcy and Reguation Coference
Draft Agenda
Page 3 of 3

4:45 - 5:30 Panel Discussion:
CAN THE NATURAL (-AS INDUSTRY KEEP PACE WITH
GROWING DEMAND? HOW FERC'S POLICIES AFFECT
NATURAL GAS SUPPLY AND INFRASTRUCIURE
['pmbst: To Be Announced

Tuesday. December 4. 2001

8:15 - 9:00 Kenote Address:
THE BUSH ADMINISTRATION'S ENVIRONMENTAL AGENDA:
GLOBAL CLIMATE CHANGE AND CLEAN AIR
Ib,,icdSpakcl: Christie Whitman, Administrator, United States
Environmental Protection Agency

9:00 - 9:45 THE CONGRESSIONAL VIEW OF ENVIRONMENTAL POLICY:
GLOBAL CLIMATE CHANGE AND CLEAN AIR
Ivi-d Speal J:

A> Senator James Jeffords, Chairman, Environment and Public Works
Committee, U.S. Senate

9:45 - 10:15 Morning Refreshment and Networking Break

10.15 -11:15 Panel Discussion:
HOW DEVELOPMENTS IN ENVIRONMENTAL POLICY AFFECT
THE POWER INDUSTRY
[hvied Plir.): - -

e Dwight H. Evans, Executive Vice President-External Affairs,
Southern Company (confirmed)

e Dale E. Heydlauff, Senior Vice President-Environmental Affairs,
American Electric Power (confirmed)

* Jeff Keclcr, Director, Environmental Strategies, Enron (confirmed)

3



Polcy and Reulation Conaerence
Draft Agend
Page 4 of 4

11:15 - 12:00 WHAT THE NATIONAL ENEGY POLICY MEANS FOR NUCLEAR
POWER
(Ibnvtd Spal=):

Richard A. Meserve, Chairman, Nuclear Regulatory Commission (NRC)

12:00- 1:30 Group Luncheon

1:30- 2:30 THE CALIFORNIA ELECTRICrTY CRISIS: IS THERE LIGHT AT
THE END OF THE TUNNEL?
[Invited Speakr): Henry M. Duque, Commissioner, California Public
Service Commission

DIFFERENT MARKETS, DIFFERENT VIEWPOINTS: STATE
RESTRUCTURING POLICY ACROSS THE NATION
Ilbvid Pld=t]:

* Maureen O. Helmer, Chairman, New York State Public Service
Commission (confirmed)

* Marilyn Showalter, Chair, Washington Utilities and Transportation
Commission (confirmed)

* Dave Svanda, Commissioner, Michigan Public Service Commission
(confirmed)

4
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Mark A. Frevert
Viac Chairman

Er Eon Corp.
1400 Smith Shrrt

id<^tf/^O,~~~~~~~~ ~~Houston, TX 77002-7361

P.O. Bo 1188
Houston, TX 77251-1188
713-853-6207,
Far 713-646-3330
-mark.ftmtevrtnrnm.com

September 26, 2001

The Honorable Francis Blake
Deputy Secretary
U.S. Department of Energy
1000 Independence Avenue, SW
Room 7B252
Washington, DC 20585

Dear Secretary Blake:

Steve Kean, Linda Robertson and I appreciated the opportunity to
visit and have a chance to talk to you about energy issues. As this
debate continues to unfold, we stand ready to be a resource to you
whether it is policy analysis, economic research or historical industry
information.

I'm sorry I didn't get a chance to see you at the conference the next
morning, but I look forward to visiting again soon.

Best personal regards.

Sincerely,

Endless possibilities."



Department of Energy 2001-020663
Washington, DC 20585

OCT 0 3 2001

Mr. William R. Wellman
Senior Vice President Communications
WHITECO Industries, Inc.
1000 East 80'h Place, Suite 700
Merrillville, IN 46410

Dear Mr. Wellman:

Thank you for your letter to Senator Lugar concerning your satellite-based, lighting
controls for exterior lighting systems. Buildings consume two-thirds of the electric
power generated in the U.S., and lighting (for the buildings and exterior stationary
applications) is the largest end use of electricity. Street, highway, signage, and parking
lot lighting, as a sub-group, do consume a notable amount of energy for safety and
security reasons. Your product looks very interesting. It sounds like an excellent project
working with Enron, a large company in energy efficiency, to save energy at mall
properties in the Chicago land area.

If you are interested in Federal purchasing of energy-efficient technologies, please
contact:

1. Federal Energy Management Program <www.eren.doe.gov/femp/procurement>
which provides current information on Federal procurement of energy efficient products.

2. General Services Administration <www.gsa.gov> see "selling to the government."

3. Department of Defense Business Opportunities <www.dodbusopps.com> go to DOD
CCR (Central Contractor Registration).

e Pwtd wiE w* n wrcyded puw
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Mark A. Frevert
Awle Chirmnnn

^(SAr~t~~~ s~va~ EEnron Corp.
Sky^/^P~~~ /e^-~I1Y~~ ~ .1400 Smith Strert

^(<0,Mt~~~~~~~~~~ ~Houston. TX 77002-7361

P.O. Box 1188
Houston, TX 77251-1188
713-853-6207
Fax 713-646-3330
mark.firvertrenrn.com

September 26, 2001

The Honorable Francis Blake
Deputy Secretary
U.S. Department of Energy
1000 Independence Avenue, SW
Room 7B252
Washington, DC 20585

Dear Secretary Blake:

Steve Kean, Linda Robertson and I appreciated the opportunity to
visit and have a chance to talk to you about energy issues. As this
debate continues to unfold, we stand ready to be a resource to you
whether it is policy analysis, economic research or historical industry
information.

I'm sorry I didn't get a chance to see you at the conference the next
morning, but I look forward to visiting again soon.

Best personal regards.

Sincerely,

Endless possibilities.T



If you would like to discuss the Vandenberg AFB project with someone here at the

Department of Energy, please contact Ted Collins (202-586-8017), Program Manager of

Lighting Technologies in the Federal Energy Management Program.

Thank you for your interest in energy efficiency.

Sincerely

Mark Ginsberg
Deputy Assistant Secretary

Office of Building Technology, State
and Community Programs

Energy Efficiency and Renewable Energy

cc: Monica Bowles Kozlowski
Special Assistant to Senator Lugar
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Secretary, The
From: James A Caprara [JACaprara@EarthTechnics.coml
Sent: Tuesday, October 09, 2001 11:58 AM
To: Secretary, The
Subject: Accelerator for Domestic Exploration

- 022124 .Z n OCT 10 A 825

tmo.htm

Dear Mr. Abraham,

My name is James Caprara and in February of this year I left a 28 year career with Sears
Roebuck as a Senior Director to become part of what I am convinced is one of the key answers to
this country's security.

Earth Technics, Inc. is an up-start company. Business Plan, Financials, marketing, systems build
etc. all complete, it is ready to launch. This company will be the finest accelerator to domestic
exploration ever introduced.

We are in the process of funding with several VCs, however, with recent events unfolding and
our ability to be completely live less than 6 months from funding, speed could very well be a great
positive to America's domestic activity.

With Majors working 10-14 plays annually and quality interpretation costly, our introduction at
launch of over 200 plays with limited free interpretation and free acces to all vendors, operators,
land and data companies for open collaboration... will accelerate domestic activity like nothing
ever seen before.

Mr. Abraham, we need to get this off the ground.

I ask that a member of your staff contact me as soon as possible.

Best Regards,
James A. Caprara
Earth Technics, Inc..
w: 630-667-3738
email: JACaprara@EarthTechnics.com

The following was written from the investors viewpoint, as an introduction... it does put the
business model in perspective.

Earth Technics has identified a huge opportunity to consolidate and capture a fragmented market.
They have the inherent ability to utilize an existing business infrastructure ahd bring an entire
industry into a 'new economy' through technology, connectivity, and leveraged knowledge
capital.

They have already generated a broad scope of interest from strategic industry
partners, and contract opportunities are on the table for execution at our
discretion. Their model shows them live inside of 6 months from point of
funding, and valued at over $1Billion by Year 3.

To quickly quantify the business model, Earth Technics is a true 'knowledge asset management'
company that is leveraged in the Applied Earth Sciences. The CEO, former Chief Geologist for
Enron Oil & Gas (one of the largest exploration companies in the world), is considered one of the
world's 'oil finders' and provides outstanding leverage and credibility in the company's launch
platform (Domestic Oil & Gas Exploration). The company's President, James Caprara
complements the CEO with over 20 sales, marketing and operations experience in a fortune 50
environment.This company captures, synthesizes and creates valuable and salable intellectual
capital for exploration, in addition to other geology-focused Earth Sciences. Companies pay big

'34



money for this 'knowledge capital." All companies associated with services, data, technology,
drilling, operating, land, titles, etc., are drawn to ETs technology hub as a point of collaboration
because its high quality interpretive information drives the exploration cycle, and because they
have created a proprietary business platform that will readily become the central reference point
for the entire industry. This business model also'creates an 'engine' which is a natural
accelerator for domestic oil & gas exploration, something that the US desperately needs and
wants. Note that this business model does not exist anywhere today.

In exchange for leveraged knowledge and intellectual capital, they derive large revenue streams
from focused advertising, licensing and membership fees, from service companies and vendors,
risk-free carried interest (equity)

in oil & gas exploration from operators and land companies, grants from
federal and state grant pools, etc. There are thousands of connectivity
points, all of which have an associated cash or equity value. Conservative Year 3 valuation of the
company is over $1Billion. Industry sampling is indicating that this projection may be exceeded.

As to the aforementioned industry sampling, the company already has written offers from a land
company for carried interest (equity) in exploration on a potential of over 400,000 acres of land in
exchange for intellectual capital, joint venture and fee based offers from a large independent oil &
gas exploration and operating company, a contractual offer from a provider of gravity and
magnetic data interpretation, a fee based and equity offer from a database company with a focus
on oil, gas and geothermal exploration, and ET is also now included as a critical partner in a
NYSERDA (government) grant proposal submitted in partnership with 2 other companies. All this
already, without requesting offers, letters of intent, or contractual agreements.

Imagine the scope when they actively solicit contracts?

Earth Technics is set to launch the full business model within 6-months from funding. The entire
buildup has been self-funded and there is zero debt at this time. Several venture capital
companies and private equity parties are currently in the due diligence process with this, and
more discussions are forthcoming. One party has verbally stated that they want the deal, and we
anticipate additipnal positive responses by next week. The key for our group is to continue to
accelerate efforts and buildup, and launch as soon as possible. I will be happy to provide a verbal
account on the parties involved in order to show the level of credible investors, but prefer not to
commit this information to writing.

Where do they stand in ramp-up and what are the time frames? They are virtually turnkey, and
are prepared to launch the entire business model at 100%, 6 months from receipt of funding.
Note the following:

* Senior management team on-line and prepared to effect move to TX
· Legal Counsel on-line (Note: $400K pro bono credit over 24-month period applied by law firm

towards expenses, along with lifetime flow-through expenses, in exchange for 1% equity in
Earth Technics)

· Business activity has begun independent of funding, based on unsolicited approach by the
CEO's personal industry following

· Contract negotiations with Strategic Partners have begun
· Business Plan and 5-Year financials complete
· Earth Technics is a registered Delaware C-Corporation
· Earth Technics' .corn, .net, .org acquired
· Both 'Earth Technics' and 'EarthTechnics' have been trademarked
* Systems requirements complete and vendor locked
* E-mail and communications are up and on-line
* Several exploration proposals are in development
· Grant proposals are in development
· First 'branding" project is work in progress
· Initial Play population is work in progress

CpRl



* Corporate location: The Woodlands, TX

Should your investor contacts like additional information, we have an
outstanding PowerPoint presentation, a comprehensive business plan, a 5-Year
financial breakdown from soup to nuts, a market research package which also
includes Letters of Intent and Offers for Contract from strategic partners,
and a package with resumes/references of the principals. Believe me, it will
be well worth their time if this venture falls anywhere within either their
investment criteria or knowledge base. Again, note that this is not an

exploration company or a dot-com. This is an information technology company that has the ability
to leverage knowledge assets for participation in large, multiple revenue streams and passive
equity positions.

As previously noted, this investment opportunity has a short fuse, but it
also has a huge upside for the initial investor. We are moving to second
round discussions with another venture capital company next week, but will entertain dialogue
with all investors until a firm and acceptable deal is finalized.

I look forward to talking to you soon.

i 6 ^>2
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U.S.-QATAR BUSINESS CO N IL /

6862 Elm Street
Suite 720

2001-023448 410/1 9 A 8:15 MdefnVA 221012001-023448 10/19 A 8:15 Phone: 703-847-2319
Fax: 703-847-6384

To: The Honorable Spencer AbrFmin Ambassador Patric Theros

Fa: (202) 586-4403 DMS: 10-18-01

Re: WTO in Qatar pages:3 (including cover)
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SENT BY: U.S.-QATAR BUSINESS COUNCIL; /U.o o o-,, ...

U.S.-QATAR BUSINESS COUNCIL

6862 Elm Sbeet Suite 720 Ph: (703 847-2319
McLean, VA 22101 Fax: (703 847-6384
www.oarg p stafbussa nes ouncl.org

October 18, 2001

The President
The White House
Washington, D.C. 20500

Dear Mr. President:

On behalf of the member companies of the U.S. Qatar Business Council, I wish o add
our voice to the condemnations of the outrage of September 11 and our admira ion for
your conduct of the crisis. Although deeply provoked, you have shown leaders ip, skill,
determination and wisdom. An unwise and less considered and deliberate resp )nse
could have worsened the chances for success in this War that terrorists have th st
upon our country.

What is most important, you have called on our country and the world in genera to defy
the terrorists by getting back to work in all areas. We are especially concerned hat
those responsible for the conduct of international trade and finance both in the Inited
States and abroad heed your advice. You can certainly count on our member
companies to do their part.

However, the Council members were disappointed to discover that some officias have
suggested that the World Trade Organization meeting now scheduled to start in Doha,
Qatar be postponed or moved to a different venue. Those arguing for postponmment or
change of venue cite security concerns to support their position. Our members Ire
American businesses with extensive experience working in Qatar and with the (atari
people and government. We can assure you, Mr. President, that we retain the t tmost
confidence in the willingness and ability of the Government of Qatar and its peo le to
ensure security for the WTO Conference and its attendees. In fact, given the o jective
facts of Qatar's geography and physical surroundings we do not believe that an
alternative site for the WTO can be credibly described as safer or more secure tan
Qatar.

There are other factors arguing for continuation of the present plans to hold the VTO
meeting as scheduled. Qatar is a good friend and an active supporter of Ameri an
security policy in the region. It hosts, as you know Mr. President, significant Am rican

*/
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The Preskent
Page 2
Ocdber 18, 2001

military assets. Five thousand American citizens live and work in Qatar, most of hem
for our companies, and their security would be enhanced, not lessened
by holding the WTO in Doha as scheduled. Supporting continuation of the WTC
meetings in Qatar will reward that loyalty and greatly improve a climate of friend hip
towards the United States that already has produced almost ten billion dollars in
American investment in hydrocarbons.

If there is any help or information that we can provide on this or any other matte , Mr.
President, I can assure you that we all stand ready to help.

Respectfully,

Patrick N. Theros
President and Executive Director

cc: The Honorable Richard Cheney, Vice President of the United States
The Honorable Donald Evans, Secretary of Commerce
The Honorable Colin Powell, Secretary of State
The Honorable Spencer Abraham. Secretary of Energy
The Honorable Robert Zoellick, U.S. Trade Representative
The Honorable Alan Greenspan, Chairman, Federal Reserve System
All Council Members

i 4<
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2001-024416 11/19/01 9:53re
Fborbes

PHONE: 212 620-2282 FAX: 212 620-2374 sforbes @forbes.com

STEVE FORBES

PRESIDENT & CEO October 24, 2001
EDITOR-IN-CHIEF

The Honorable Spencer Abraham
Secretary of Energy
Forrestal Building
1000 Independence Ave. SW
Washington, DC 20585

FORBES Magazine and ANDREWS Conferences
Present:

DEVELOPING, CONSTRUCTING, OPERATING AND SECURING
ENERGY/POWER PROJECTS

The Fairmont Hotel, San Francisco, CA
April 17-19, 2002

Dear Secretary Abraham:

I write to invite you to be a keynote or luncheon speaker at the above conference.

No topic could be: more timely and no locale (San Francisco, California) could be better suited
for holding our energy/power conference.

We have attracted the enthusiastic support of the foremost energy/power, environmental and
other firms who site, finance, insure, engineer, construct, operate and secure energy/power projects as
well as high level governmental regulators and administrators and private sector users of energy/power
development services. The electric Power Supply Association and the Edison Electric Association
which represents our nation's merchant/development companies (such as Calpine, AES, Enron, Duke,
etc.) are supporting and helping us develop this event.

I personally have committed to be the morning keynote speaker on April 18, 2002.

We would be honored if you would commit to speak. We anticipate an audience of 750 to
1000 CEOs, CFOs, Presidents of providers and users, national and regional governmental
representatives to share their views, agendas, issues and opportunities.

I have asked our Conference Organizing Chairman, Robert F. Cushman, Esq. to contact your
scheduler to answer whatever questions you, she or he may have. We look forward to hearing from
you. Your presence would add luster to our endeavor.

teve Forbes

cc: Robert F. Cushman, Esq.

FOR ES BUILDING 60 FIFTH AVENUE NEW YORK, NY 10011
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THE SECRETARY OF ENERGY
WASHINGTON, D.C. 20585

November 6, 2001

Mr. Kenneth Lay
Chairman and CEO
Enron Corporation
1400 Smith Street
Houston, Texas 77002

Dear Ken:

Just a short note to thank you for putting together the reception
I attended in Houston last week. It was great to see Bob
Mosbacher and our other friends.

I hope that you are doing well, and I look forward to seeing
you again soon.

With best wishes.

Sincerely,

Spencer Abraham

rit aw , paper
v
o VT~»Prnecl mwith soy ink on recyJed paper
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Secretary, The

From: Susana Crews [susana@iamericas.orgl
Sent: .Thursday, November 08, 2001 8:26 PM
To: susana@iamericas.org%intemet
Subject: Institute of the Americas Energy Events

wq r

Save the date

Card.doc

Texto en esparfol abajo. Mensagem em portugues abaixo.
.. ...I............ .

The 11th Annual Latin American Energy Conference will be held in La Jolla,
California on May 20-21, 2002.

If you would like to receive more information regarding the La Jolla
Conference or any of the Executive Energy Roundtables planned for 2002,
please fill out the attachment, mark your selections, and fax it or e-mail
it back to us.

We appreciate your reply to this message, and look forward to greeting you
personally during some of our events in 2002.

La Decima Primera Conferencia Anual sobre Energia Latinoamericana se
llevarA a cabo en La Jolla, California los dias 20 y 21 de Mayo del 2002.

Si Usted quisiera obtener mayor informaci6n sobre La Conferencia de La Jolla
o de cualquier otro evento del programa de energia del instituto, por favor
Ilene la informaci6n solicitada en el documento anexo y envienoslo por fax o
por correo electr6nico.

Le agradecemos su respuesta y esperamos poder saludarle personalmente
durante algunos de nuestros eventos en 2002.

A Decima primeira Conferencia Anual de Energia Latino-americana acontecera
em La Jolla, Calif6mia nos dias 20 e 21 de maio de 2002.

Se necessitar de informacees adicionais sobre a ConferGncia de La Jolla ou
qualquer outro evento do programa de energia para 2002, por favor preencha o
documento anexo, e envie fax ou e-mail para o Instituto. Agradecemos sua
resposta e n6s esperamos o ver em um de nossos eventos em 2002.

The Energy Program
El Programa de Energia
O Programa de Energia

A.



Eleventh Annual Latin
American
Energy Conference

For the eleventh year the Institute of the Americas will convene the most influential energy leaders of the
Latin American industry in the single most important conference of its kind.

The La Jolla Conference will take place on May 20-21, 2002, with participation of prominent key players
of the dynamic Latin American energy sector. This conference offers an exceptional opportunity for high-
level interaction and networking with policymakers, industry leaders, financiers, and advisors in a unique
setting.

The Conference will take place at the Hilton La Jolla Torrey Pines, with its commanding views of the rugged Southern
California coastline and the Pacific Ocean on the horizon. Plan to participate in the Sunday, May 19th Golf Tournament at
the Torrey Pines championship golf course, and take the time to tour beautiful San Diego!

The Eleventh Annual Latin American Energy Conference principal sponsors ore: AES Corporation. Arthur Andersen
Bechtel Corporation. 8P: Caterpillar/Solar Turbines: Chevron Overseas Petroleum: CMS Energy. Duke Energy
International: El Paso; Enron: ExxonMobil Gas Marketing. 6E Capital Structured Finance Group. 6E Power Systems.
INTESA. JP Morgan d Company: PSE6 Americas: SAIC: Sempra Energy International: Shell International Exploration cf
Production; Shell Internationa/ Gas Limited. Socid te dnerale. Techint Group and Thelen Reid S Priest LLP.

If you would like more information about Upcoming 2002 Events, please indicate your interests below and fox to
+1(858) 453-2165 or e-mail: susonoaiomericas.org
11th Annual Latin American Energy Conference
O I am interested: please hold a tentative seat for me
0 Please send me more information about this forum Name

o I am interested in the Golf Tournament
0 Please send me more information about sponsorship Ti tl

Southern Cone Energy Markets Roundtable cm- r
O I am interested: please hold a tentative seat for me
O Please send me more information about this roundtable Address
O Please send me information about sponsorship

Mexico Energy Perspectives Roundtable
0 I am interested; please hold a tentative seat for me l Slal / C otrr
0 Please send me more information about this roundtable '
O Please send me information about sponsorship 'i o

Venezuela Oil A Gas Roundtable
O I am interested; please hold a tentative seat for me
O Please send me more information about this roundtable
O Please send me information about sponsorship-

Brazil Oil a Gas Roundtable Energy ProgramInstitute of the Americas
O I am interested: please hold a tentative seat for me 10111 North Torrey Pines Road
0 Please send me more information about this roundtable La Jolla, CA. 92037, USA
Q Please send me information about sponsorship Tel +1 (858) 4535560x 103

Fax +1 (858) 453-2165
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Dynegy hI.
1000 Lwkviare Sroei. Site 5800
HoCstoC.Toxas 77002
PhOne 713.507.6400

facsimile DYNEGY'

Date: November 21.2001

To: Secretary Spencer Abraham

Fax: 202-586-7644

From: Chuck Watson

Phone: 713-507-6827

Fax: 713-507-6888

Pages: 9

This message Is Intended only for us. of w Individual entity to which it is addressed and may contain uinmfnaon
that b privieged and cmmpt from discdosure ider appliabb bw. ff te reader of tis mesae no Et me h ed re
o the employee o agert rspormble ar deltveing he message to the intended redplen, you re hereby noted that any
fdtswatio. stb*OI . Or 'cpying cthis muniio is stictdy prohdied. II you have recived this c irn in error .
please noify us irmei§ately by taephone. and tumn the orgnal message to u at the address above via the Uned Staes Postal
Servie. Please cona tie above person if ti tax is not legble.



Chack Watson
Chairman
Chief Executve Officer

Dyney Inc
1ooo Louisiana Street Suite 5600

Houston. Texas 77o00
Phone 713.so7.6B27 Fax 713.507.6888

DYNEGYf
VIA FACSIMILE 202-586-7644

November 20, 2001

The Honorable Spencer Abraham
Secretary
Department of Energy
1000 Independence Avenue, SW
Washington, DC 20585

Dear Secretary Abraham:

On Friday, November 9, Dynegy announced that its board of directors unanimously
approved our merger with Enron (see the enclosed press release). The combined
company will retain the name Dynegy and will be headquartered in Houston. Through
this merger, Dynegy will become one of the world's largest wholesale energy merchants.

This is good news for your constituents, be they our customers, shareholders, employees,
suppliers, or some combination thereof By combining the talent and assets of these two
companies Dynegy will be in a stronger position to provide reliable, competitively priced
energy supply. The Dynegy/Enron merger creates a significantly larger company with
combined revenues exceeding $200 billion, assets of more than $90 billion, 22,000
mcgawatts of strategically located generation capacity, 25,000 miles of pipeline, and
36,000 miles of broadband fiber.

Dynegy's vision and mission now and post-merger is to be a leading global energy and
communications company respected for the manner in which we deliver extraordinary
value to our stakeholders. Our approach to public policy issues is to be open, accessible,
collegial and to strive to develop win-win resolutions for industry and consumers. Like
Enron, we have been strong supporters of deregulated gas, power and communications
markets and we believe competitive markets will deliver greater efficiency, innovation,
reliability and lower prices to consumers than the highly regulated markets of the past.
Dynegy recognizes that there are many transitional issues which must be resolved before
the benefits of competitive gas, power and communications markets can be delivered to
consumers and we pledge to work cooperatively with you and other government leaders
to address these issues.

Co6/-'i
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We will be contacting you in the very near future to arrange a meeting to further explain
the transaction and to address any questions you might have. In the meantime, for more
merger information, you may refer to the'enclosed press release or visit our websitc at
www.dvnegy.cor.

Sincerely,

Chuck Watson

cc: Kenneth E. Randolph, Executive Vice President & General Counsel
Peter G. Esposito, Senior Vice President - Regulatory & Government Affairs
Rhod Shaw - Alpine Group

Iijit
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newt release DYNEGY

Dynegy and Enron Announce Merger
Agreement

HOUSTON--(BUSINESS WIRE)-Nov. 9, 2001--Dynegy Inc. (NYSE:DYN - news)
Significant earnings accretion to Dynegy in the first year
Dynegy to provide immediate $1.5 billion asset-backed equity infusion to Enron

- Watson to be chairman and chief executive officer upon merger completion
All stock merger at fixed ratio of 0.2685 Dynegy shares per Enron share
ChevronTexaco to invest $2.5 billion in new equity into Dynegy
Unleashes value of Enron's core energy businesses

Dynegy Inc. and Enron Corp. (NYSE:ENE - news) today announced the execution of a
definitive agreement for a merger of the two companies. The combined company, to be called|
Dynegy Inc., will be headquartered in Houston, Texas. The new company will focus on the
core businesses of North American and European wholesale energy markets and commercial
and industrial energy users, and will capitalize on the opportunities generated by the combinel
company's diversified asset-backed network supported by the strongest intellectual capital in i
the industry.

Under the terms of the merger agreement, Enron shareholders will receive 0.2685 Dynegy
shares per share of Enron common stock. Dynegy's current stockholders (including
ChevronTexaco Corp.) will own approximately 64 percent and Enron's stockholders will own|
approximately 36 percent of the combined company's stock at closing. The combination is
expected to be strongly accretive to Dyncgys earnings in the first year and thercafter. The |
boards of both companies have unanimously approved the transaction, and ChevronTexaco, i
which owns approximately 26 percent of Dynegy's outstanding common stock, has agreed to |
invest a total of $2.5 billion into Dynegy.

Chuck Watson, chairman and chief executive officer of Dynegy Inc., Steve Bergstrom,
president of Dynegy Inc., and Rob Doty, chief financial officer of Dynegy Inc., will retain thote
positions in the combined company. Greg Whalley, the current president and chief operating
officer of Enron Corp., will become an executive vice president of the new Dynegy, These
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executives will comprise the Office of the Chairman upon merger completion.

The board of directors of the combined company will be comprised of 14 members. Dynegy'sl
11 designees will include three from ChevronTexaco. Enron will have the right to designate a.
minimum of three board members.

Chuck Watson, chairman and chief executive officer of Dynegy Inc., said, 'This strategic
combination strengthens the value of our existing core business franchises by uniting the two
companies' diversified global energy delivery networks, complementary wholesale strategies j
and strong marketing, trading and risk management capabilities. In addition, the combination
fuses our intellectual capital and technology infrastructure, advancing the new Dynegy's statui
as a global energy merchant, with superior physical delivery capabilities and unparalleled
experience navigating competitive markets for customers.

"The merger also validates Enron's core franchise and underscores Dynegy's ongoing strategy
to pursue transactions that accelerate our growth, while enabling our shareholders, partners ard
customers to realize immediate and long-term benefits," said Watson. "With its market-making
capabilities, earnings power and proven strategic approach to wholesale markets, Enron is the
ideal strategic partner for Dynegy. As a combined company, we will focus on leveraging our
core skill sets and, as always, we will keep a strong balance sheet and straightforward finaci
structure as key priorities."

Kenneth L. Lay, chairman and chief executive officer of Enron Corp., said, "The merger
protects Enron's core franchise and enables the stockholders of both companies to participate n
the tremendous upside of the combined enterprise. The company we are creating will have a
strong balance sheet, a world-class merchant energy operation and ample liquidity. It will build
upon the strength of our core wholesale gas and power franchise, and commercial and
industrial energy business. It also will solidify Houston's position as the energy capital of the i
world and join two companies with deep roots in the Houston community and the energy
industry. I am personally committed to working with Chuck Watson, Steve Bergstrom and tt ir
colleagues in the months ahead to accomplish the merger and to build a solid foundation for
future value creation."

Watson continued: "Dynegy and Enron's longstanding relationship as customers, counter-
parties and leading proponents of open, competitive wholesale markets provides a common
platform from which to integrate our two companies. Both companies have talented, dedicatef
people and share a commitment to the safe operation of our facilities and to the environment.
Therefore, I expect a smooth transition throughout and following the merger process.

"Dynegy and Enron have strong histories of community involvement and economic
development, and the combined company will be committed to building on those traditions in
the communities where we live and work," he continued.

Steve Bergstrom, president of Dynegy Inc., said, "Our relationship with Enron puts us in a
unique position to recognize the significant value in and potential of its core wholesale
marketing and trading capabilities. The combination will continue to pursue an asset-backed
trading strategy and look for opportunities to continually expand our energy network.

"Dynegy is aware of Enron's announcements with regard to related party transactions and
accounting restatements. We believe Enron has begun to address these issues in a responsible
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manner and that they will not detract from the value of Enron's core business," pergstrom
added.

Enron President and Chief Operating Officer Greg Whalley said, "Few of the options we
considered for our core businesses going forward provided us with the earnings potential and
immediate synergies that a merger with Dynegy could deliver. Our leadership team believes
that the new Dynegy offers the brightest future for our shareholders, our employees and our
customers. Together with Enron's recently announced bank commitments, this cash infusion
gives Enron immediate liquidity, which we believe will enable the company to maintain its
investment grade credit rating and grow its energy marketing and trading franchise and other
core businesses."
The New Dynegy

Upon completion of the merger, the new Dynegy is expected to have revenues exceeding S20)
billion and $90 billion in assets. Together, the companies have gas sales of approximately 40
billion cubic feet per day through the third quarter of 2001 and power sales exceeding 500
million megawatt hours through the third quarter of 2001. In addition, the new Dynegys
delivery network will include more than 22,000 megawatts of generating capacity and 25,0001
miles of pipelines.

Equity Infusion
ChevronTexaco has committed to invest $2.5 billion of new equity in the combined company
of which $1.5 billion will be invested in Dynegy immediately in order to finance Dynegy's
equity infusion into Enron. The balance of ChevronTexaco's equity purchase will be made at
closing. The pro forma combined balance sheet of the new company will be strong and provie
adequate credit strength to execute its strategic plans.

Dynegy will use the initial S1.S billion to acquire preferred stock and other rights in an Enron
subsidiary that owns the Northern Natural Gas pipeline. The funds will provide Enron with
additional cash liquidity to support its operations. In the event that the merger is not complete
Dynegy will have the right to acquire 100 percent of the equity in the Northern Natural Gas
subsidiary, thus providing Dynegy with the full value of its investment ChevronTexaco will Ie
granted rights to purchase an additional S 1.5 billion in Dynegy common stock over a period of
up to three years from merger completion.

Accounting
The business combination will be accounted for as a purchase of Enron by Dynegy. At closing,
Dynegy will adjust the historical book value of Enron's assets and liabilities to their respectivI
fair values.

Earnings Accretion
The merger is expected to be strongly accretive to Dynegy earnings in the first year and
thereafter. With this transaction, Dynegy management establishes its conservative initial
guidance for 2002 for the combined companies on a full-year pro forma 2002 basis of S3.40 t4
$3.50 recurring diluted earnings per share. This represents accretion of 35 percent or S0.90 to
$0.95 per share to current Dynegy shareholders before taking into account expected merger
synergies and cost savings. While Dynegy continues to evaluate areas for potential synergies, I
management estimates that the combined company will realize $400 to $500 million in
recurring annual pre-tax savings as a result of the merger from the continued disposition or
winding down of non-core businesses in the Enron portfolio, elimination of duplicate activitics,
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improved operating efficiencies and lower capital costs. '

Dividend Policy/Capitalization
It is anticipated that the combined company will adopt an initial annual dividend of S0.30 per!
share, subject to financial conditions, results of operations and capital requirements. It is
expected that the board will review the dividend on an annual basis. The new dividend is also;
consistent with the company's strategic goals and would preserve capital to fund the combined
company's significant growth opportunities. Given the significant growth opportunities
available to the combined company, maintenance of a strong balance sheet and a solid
investment grade credit rating is a top priority.

Other Terms and Conditions
The merger is conditioned, among other things, on the approval of Dynegy's and Enron's
stockholders. The merger is also conditioned on approvals of the Federal Energy Regulatory
Commission and the Securities and Exchange Commission, as well as expiration or terminati n
of the Hart-Scott-Rodino waiting period.

The merger is expected to close by the end of the third quarter of 2002. Lehman Brothers Inc. is
acting as financial advisor and Baker Botts and Akin, Gump, Strauss, Hauer & Feld are acting
as counsel for Dynegy Inc. JPMorgan & Co. and Salomon Smith Barney are acting as financi;
advisors and Vinson & Elkins and Weil Gotshal & Manges LLP are acting as counsel for
Enron Corp. Pillsbury Winthrop is acting as counsel to ChevronTexaco Corp.
Conference Call Simulcast

Dynegy and Enron will simulcast a merger conference call live via the Internet on Monday,
November 12, 2001, at 8:00 a.m. CT, 9:00 a.m. ET. The webcast can be accessed via
dynegy.com (click on "Investor Relations"). The login number is 4365632 and the password is
"Dynegy."

About Dynegy Inc.
Dynegy Inc. is one of the world's premier energy merchants. Through its global energy delivery
network and marketing, trading and risk management capabilities, Dynegy provides innovative
solutions to customers in North America, the United Kingdom and Continental Europe.

About Enron Corp.
Enron Corp. is one of the world's leading energy, commodities, and services companies. The
company markets electricity and natural gas, delivers energy and other physical commodities,
and provides financial and risk management services to customers around the world. Enron's
Internet address is www.enron.com.

Forward-looking Statements
Certain statements contained in this press release are forward-looking. Although Dynegy and
Enron believe these statements are accurate, their businesses are dependent on various
regulatory issues, general economic conditions and future trends. The completion of the
transaction is conditioned upon the fulfillment of a number of conditions, and the success of
the combination of the two companies will be dependent on a wide range of issues. These
factors can cause actual results to differ materially from the forward-looking statements that
have been made.

In particular:
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The benefits that are expected to result from the combination are predicated upon the belief that
combining the complementary expertise and resources of Dynegy and Enron will result in
increased opportunities and decreased expenses. Because of the complexity of the
environments in which the two companies operate, there can be no certainty that these benefis
will be achieved to the extent expected.

The estimate of the accretiveness of the transaction reflects the companies' current best
estimates based upon available information and numerous assumptions and, accordingly, ma4
or may not be achieved if business conditions change or the assumptions that have been made
do not prove to be accurate.

Significant regulatory approvals are necessary to complete the transaction, including approvas
under the HSR Act, the FERC. the SEC and certain state and foreign authorities, There can be
no assurances that the exemption and approvals will be obtained on a timely basis and on
acceptable terms. In addition, Dynegy and Enron operate in regulated environments. Any
significant changes in-these regulatory environments could negatively impact the transaction
and the combined entity.

Additional Information
In connection with the proposed transactions, Dynegy and Enron will file a joint proxy
statemcnt/prospectus with the Securities and Exchange Commission. Investors and security
holders are urged to carefully read the joint proxy statement/prospectus regarding the propose
transactions when it becomes available, because it will contain important information.
Investors and security holders may obtain a free copy of the joint proxy statement/prospectus
(when it is available) and other documents containing information about Dynegy and Enron,
without charge, at the SEC's web site at www.scc.govy.

Copies of the joint proxy statement/prospectus and the SEC filings that will be incorporated b
reference in the joint proxy statement/prospectus may also be obtained for free by directing a
request to either: Investor Relations, Dynegy Inc., 1000 Louisiana, Suite 5800, Houston, TX
77002, Phone: 713/507-6466, Fax: 713/767-6652; or Investor Relations, Enron Corp., Enron
Building, 1400 Smith Street, Houston, TX 77002, Phone: 713/853-3956, Fax: 713/646-3302.

In addition, the identity of the persons who, under SEC rules, may be considered "participants
in the solicitation" of Dynegy and Enron shareholders in connection with the proposed
transactions, and any description of their direct or indirect interests, by security holdings or
otherwise, are available in an SEC filing under Schedule 14A made by each of Dynegy and
Enron.

Contact:
Dynegy, Houston
Media:
John Sousa or Jennifer Rosser, 713/767-5800
or
Analysts/Investors:
Margaret Nollen, Arthur Shannon
or Katie Pipkin, 713/507-6466
or |
Enron, Houston
Media:
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Mark Palmer, 713/853-4738
or
Karen Denne, 713/853-9757
or
Analysts/Investors:
Investor Relations Department, 713/853-3956
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