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CADWALADER, WICKERSHAM & TAFT
1333 New Hampschire Avenue, NW
Washington, DC 20036
1202) 862-2200
Fax namber: (202 562-2400

From: Elln Levinsen Na. of pages: Daiz:  September 10, 1999
FOR IMMEDIATE DELTVERY T(:

T
r 1 MName: MNorman Carleton Fax No.; 20Z2=-622-0974
i Department of the Trezsury Pho No.:  202-622-1855
j L Name: Oliver Ireland Fax No.: 202-452-3101
,; | Federal Reserve Baard Phn No.: 202-452-3625
¢} |Name:  Jeft Keeler Fax No.:  302-828-3172
I | ENRON Phn No.:  102-486-9157
Hi
'fm MNama:  Tiavid Mitchell Fax No.: 112-804-5641
_ CWT - New Yark PhnNo.:  212-504-6285
" e ‘ Name:  Lecs Kalembka FaxNo.:  212-504-6666
| CWT — New York POO No.:  212-S04-6918
| | |

Dear Messrs, Carleton and Ireland:

1 have attached, for your information and review, the latest versicns of the amendmeats proposed by
Enron to Section 901 of 5,625 (the Bankruptey Refarm Bill). These amendments are supported by
ISDA. Enron has submitted these amendments to the Senate Judiciary Coramittoe staff for
consideration. We would ke the apportanity ta disenss thess provigions with you at your earliest
CONvEenience.

"o Ao

Ellen 5. Levinson

Tha comutrunicatbe i confidentia) and Biesde] soly br ine sddrence. Aoy distributios o duplimbng of this comemumication b strictly prebbued, [f yee
Pimiivad P inbecopy in error. please oall us asmediandy .
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EXPLANATION OF AMENDMENTS TO 5. 625
TO UPDATE SWALS DEFINITION AND TO CLARIFY NETTING RIGHTS FOR
CERTAIN FINANCIAL AGREEMENTS

Secticn 901 ()i 1} = Definition af “Swap dgreemen

As rzported by Committes, the defirition of “swap egresment” in current law is updated by (i)
adding ro the existing listof swap produers, types of transactions thet have been introduced since
the last time th: defmition was amerded, and (i) o ludiens & “catchall” phrase w cover te
poteatial for development of new swap producs. Since this is e rapudly evalving indusiry, the
cavchall parasc is inended (o provide flexibility 1o avoid the need o amend the definition as the
nabee and wses of swap agresments matures.

As reparted, the defintion of swap agreement inadvenieatly did not sover some legiimane
transactions, and this amendment remedics this prablem. First, the Est of swaps is amended to
include “weather derivalives,” in important tvpe of ranssction that allows end-users, seeh as
energy companies, agricuimural producers and sgribusinesses, to manage their weather-relaled
buginess nsks. Second, the “catchall” clause is revised 1o ensure that the new definidon (2) is 20t
limited to prodacts that acdress “economic™ risk, which could inadvertently parrow the carrent
defivition, and (b} is flexidle erough tn accommodale sospe that are not fraded “regularly™
because they are new or iznovative cevelopments. The phrase “entered into in the swap market”
iz changed to “entersd into by swap paricipant” sinse swap trangachons do not tale ploce on
federally-regulated markets; swaps are cniered into by agreements barween parties “over-the-
aaiinter.””

Seciwn P0Ifd)~ Newing Righs in Bankrupicy

Under curent law, 2 safe harior from the applization of the autmatic stay in bEnkaruptoy
proceodinps is provided for several types of finincial transactions. This safe harbor is intended
b provide Jegal certanty o the entorccability of netling rights i the case of bankrupicy, This
amendment rectifies an inconsistency herween the safe hasbor for swaps and the safe harkor for
several other rypes of financial manssctions which, if not :ddressed, sould undermine legzl
cerainty for commodities. securities and forweed cozract: and repurchase agreements.

For swap agreement:. neting rights m connection with “any payment nr rransfer” arsing in
connzction with the ransections are protected i cument lew, However, for commociny,
secimilies and forwand contructs and for repurchase sgreements, under currant Luw the protecticn
15 more limited - it only applics to oetting righis related to “mangin payments” and “settlement
pavments.” This inconsistency in statutony |m[u:.s¢m create pome confusion about the
exercise of nettng rights iz bankruptzy. To remedy his problen, the amendment would apply
the same protedion for commodity, securities md forward coniracis and rpurchase agrecments
that is alrendy provided for swap agreements,
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AMENDMENTS TO 5. 625 TO UFDATE SWAPS DEFINTTION AND TO CLARTFY
NETTING RIGHTS FOR CERTAIN FINANCTAL AGREEMENTS

Lipdare 1o e DefTnitin of Swap Agreement

Secrien 012} 1) of 5 625 is amzndec —
a] onpage 139, kne £, by delsung "or” atier “agresment;™;
bl onzage 239, Ine | L, b¥ inserting "or (VIL) a weathe: swas, weather derivative, nr
weather optior,” after “agreement;”
) onnage 139 line 16 by swiking the words “regulacly entered into in tae swap
market” and inserting “emtered into by swap paricipatts’;
d) on page 140, Iine 1, by inserting “or ather” after “reonemic’™

Llarifying Wetting Rights for Certain Financial 4 preements:

Secuion 90(d) of 5. 625 is amendsd -

a) onpage 248, line 7. by inserting “(i" after the comma;

b} on page 348, line 19 by irserting before the semicolan, “{ii) by striking the word: *a
mangin payment’ through ‘ansing oul of and inssrting ‘any payoent or transfer cue
Tror the debtor under or in conpection with’, and {11} by ineerting ‘any payment due
to the dektor fram a comrrodity broker, forward contrast merchanl, sieekbroker,
financial mstitutions. or securitics clearing agency uncer or in connection with
commodity cortracty, forward contrets or securties contrazis or against’ afer
‘cortracts against’™,

c) on page 248, line 20, by inserting “(7)" afier the comma: and

d) on page 248, linc 22, by iserting before th: semicolos (i) by siriking the words ‘a
margin payment’ through "arising out of and insrting “any payrent ce wansfer due

from the debior under or in connection with”, and {iii) by inserting “any payment due
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to the debtor from such repo porticipent under or in connect.on wth repurchase

agierments or apainst’ after ‘contracts againgt’”.
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