Response to oral questions dated 6/11/01 from Kim Bruno at FERC

The energy products offered on EOL are subject to federal oversight as follows: 

The Commodity Futures Trading Commission (“CFTC”) has enforcement authority over physical transactions on EOL to police for potential manipulation.  The Federal Energy Regulatory Commission has regulatory authority over physical natural gas and electricity sales for resale.  

The CFTC has anti-fraud and anti-manipulation enforcement jurisdiction over financially settled derivatives (swaps and options).  Moreover, pursuant to Commodity Exchange Act (“CEA”), Enron can only trade derivatives with counterparties that qualify as sophisticated according to such rules.  Such transactions are permitted as long as both parties are Eligible Contract Participants (“ECPs”)(generally, corporations, partnerships and other entities that meet net worth or asset tests).  

EOL is a proprietary, bilateral trading platform on which Enron is a principal to every trade.  As such, EOL is not a “trading facility” as defined under the CFMA.  As a proprietary platform, EOL uses Internet technology to provide another method of communication between Enron and its customers. 

