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Subject:
Call to Gramm
Date:
August 14, 2000


There are two items to discuss with Gramm:  (1) electric restructuring, and (2) CFTC reauthorization.  Based on my discussion with our DC office today, the real action on the CFTC issue may not happen until mid‑September when the House acts.  But, if you can speak with Gramm both now and then, I think you should go ahead and cover both issues now.


I know you are up to speed on the electricity issues so I will focus on the CFTC.

CFTC
· We have helpful CFTC reauthorization vehicles pending in both the House and Senate and would like Senator Gramm’s help in facilitating the processing of the legislation.  [Senator Gramm is the key Senate figure on the issue and with his leadership the legislation can move.  Otherwise, it may languish.]

· The House version includes a full exemption from CFTC regulation for all nonagricultural commodities (i.e. energy as well as Enron’s newer commodity businesses such as metals).  In addition, the House version provides an exemption for multilateral transactions for the exempt commodities.

· The Senate version provides an exemption for energy commodities and we believe Senate Democrats would be amenable to adding, on the Senate floor, an exemption for all nonagricultural commodities as well as an exemption for multilateral transaction mechanisms. (
· The key is to get legislation moving this year.  We are within striking distance of legal certainty on this issue this year.  We have made extraordinary progress in commoditizing markets through EOL and Enron Networks.  Continued legal certainty (i.e. a hands off approach to these markets) is esential to continued growth and innovation.

· Note:  Senator Gramm may say that he will wait until the House acts (i.e. Mid-September).  You may want to put in a “placeholder” to call him again once the House moves.

ELECTRICITY
· From your conversation with Sen. Schumer you know about the PUHCA only legislation strategy - - i.e. the Senate Banking Committee passes PUHCA repeal which then serves as a vehicle for comprehensive reform.  Here is the danger to discuss with Senator Gramm:  PUHCA only in the Senate plus House reliability – only legislation equals a utility windfall (with the competitive market losing and little if any incentive to deal with the issue in the next Congress).  It would be useful to get Senator Gramm’s perspective if this topic comes up.

Let me know if you need anything else.  Thanks for making the call.

( Originally, Senator Gramm had introduced legislation providing an exclusion for energy commodities.  An exclusion is different from an exemption in the following two respects:  (1) an exemption lasts only for the term of the reauthorization while an exclusion is permanent (i.e. at least until Congress changes the legislation); and (2) an exemption would not extend to CFTC’s ability to investigate and punish fraud while an exclusion would eliminate CFTC jurisdiction over the commodities.  We would prefer to get the exemptions this year for all nonagricultural, rather than risk no legislation this year.
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