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February 4, 2002 ON HIGH TECHNOLOGY

The Honorable Larry D. Thompson
Deputy Attorney General

U.S. Department of Justice

Tenth and Constitution Avenues, NW
Washington, D.C. 20530

Dear Deputy Attorney General Thompson,

I’m writing to urge you to broaden the scope of your investigation into the business conduct of Enron

Corporation.

While most attention has rightly focused on the financial and accounting practices of Enron and its
auditor, Arthur Andersen L.L.P., there are many other troubling aspects regarding 1 thc case that must
be examined. I’m concerned that these aspects might be ignored. _ :

From California’s perspectlve, we must know what influence Enron had in the exponéntial increase
in wholesale electricity rates in the West in 2000 and 2001. The San Francisco Chronicle reported
on January 30, 2002, that Enron’s former chairman Kenneth Lay submitted a memorandum on
‘energy policy to Vice President Cheney in April 2001. Mr. Lay’s memorandum made a number of
policy recommendations, including a call for a no-intervention response to the price gouging that was
ongoing in the California electricity market at the time. Estimates of the overcharges during this
period range from hundreds of millions of dollars to nearly $9 billion. The American people,
particularly those in the West who are still paying the price for this gouging, deserve to know the
degree to which Mr. Lay’s lobbying influenced the Administration to permit this activity.

Equally important, the American people must know the influence that Enron and its executives had
in the selection of the regulators who were supposed to oversee Enron and the energy industry.
Public accounts (including interviews with Mr. Lay and former Federal Energy Regulatory
Commission chairman Curtis Hébert) indicate that Mr. Lay and Enron attempted to exert influence
over FERC by emphasizing its connections to the White House. Those connections were real; Enron
and Mr. Lay were major donors to the Bush campaign and Mr. Lay was a longtime friend of the Bush
family. Through these ties, he and his company gained the ear of the White House, particularly over

nominations to the Commission and in the selection of its chairman.

During interviews for the television program Frontline last year, Mr. Lay acknowledged that he and
other Enron executives screened potential nominees to FERC. He also acknowledged that he
presented a list of Enron-favored nominees to Clay Johnson, Director of the Office of Presidential
Personnel (interview transcript at www.pbs.org/wgbh/pages/frontline/shows/blackout/interviews).
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In a separate interview for Frontline in 2001, Mr. Hébert was told, “Our sources tell us that he [Mr.
Lay] offered to talk to the President on your behalf if you would go along with what he wanted [open
access to wholesale and retail markets].” Mr. Hébert responded, “I don’t think there’s any doubt he
would be a much stronger supporter of mine if I ... were willing to do what he wanted.” Mr. Hébert
was also asked, “Has any other CEO of any company ever called you privately to lobby their

position?” Mr. Hébert said, “No.”

Finally, Mr. Hébert was asked, “Because of the sensitivity of this, it is not incorrect to characterize
these communications [between you and Mr. Lay] as ones that involve (1), policy, and (2), his [Mr.
Lay’s] ability to help you in some fashion?” Mr. Hébert answered, “There’s no doubt Ken Lay and I
have had communications as to policy and the direction he would like to see this Commission move
in. There is also no doubt that he and I have had conversations as to whether or not he was '

supporting me for the [FERC] chairmanship.”

It seems obvious that Mr. Lay and Enron attempted to leverage their close ties to the Administration
to pressure regulators and to influence the Administration’s policies and choices of personnel to fill
regulatory positions. These attempts to influence government policy might not have had any effect,
as the White House has stated, but the Department of Justice should investigate in order to clear the

air on this subject.

Last March, I called upon the Department of Justice to investigate the pricing practices of electricity
producers and gas pipeline operators in the West.. Regrettably, no inquiry took place. Had there

" been one, we might have avoided some of the fallout from Enron’s collapse. An-investigation
certainly could have helped end the price gouging in the West. Even though the damage has been

_ done, we still must have the full story of Enron’s role in the electricity crisis.

- I’'m enclosing copies of the transcripts of Frontline’s interviews of Mr. Lay and Mr. Hébert and
" Enron’s memorandum to Vice President Cheney.: I urge you to make this information part of your
investigation and that you give a timely response to my urgent request. I look forward to hearing

from you. s _

Sincerely,

aliv:3

fa G. Eshoo
Member of Congress

cc: The Honorable Michael Chertoff

Enclosure




