apparatus. It also emphasized the importance of building the
National Missile Defense system; suggested that U.S. cities
be eventually ringed by sensors to thwart terrorists carrying
biological, chemical, radiation, or nuclear weapons; and de-
manded that means be developed for sealing the U.S. borders

Iklé’s contribution was particularly rabid. In his own posi-
tion paper, “Defending the U.S. Homeland: Strategic and Le-
gal issues for DOD and the Armed Forces,” published in
January 1999, he spelled out one scenario that could become
reality sooner than most think. After arguing that, in the event
of a terrorist attack involving the use of weapons of mass
destruction, FEMA and the DOJ would be the lead response
agencies, he wrote: “A different approach will be needed if
mass destruction weapons are used against the U.S. homeland
as part of an enemy strategy in warlike situations, not merely
as an isolated terrorist act. Illustrative of such a contingency
would be another Gulf war, in which the United States would
confront a shifting coalition of hostile countries in the region,
all of which might possess WMD [weapons of mass destruc-
tion] of some sort. The United States, while preparing for
such a war or already engaged in it, might have credible yet
ambiguous information that a member of the enemy coalition
has managed to smuggle a few mass destruction weapons into
the United States. Or conversely, as the United States is about
to win this war, a biological or nuclear attack might actually
occurina U.S. city. Clearly if the U.S. homeland is in danger
of such attacks in wartime, the Defense Department —not the
Justice Department—will have to be prepared to take the
lead. . . . For such a contingency — an attack worse than Pearl
Harbor —the American people would expect and, indeed, de-
mand that they could count on DOD and the armed forces to
protect the homeland.”

License To Kill

Not to be outdone by the Beltway think-tanks, at least one
member of the U.S. Congress is pushing to give the President
a literal license to kill, in keeping with the drive to forge a
“national security state,” to combat enemies real and
imagined.

On the opening day of the 107th Congress, Rep. Bob Barr
(R-Ga.) introduced H.R. 19, the “Terrorist Elimination Act
of 2001,” which would officially lift the ban on government-
sanctioned assassinations and assassination conspiracies. The
last President to officially ban political assassinations was
Ronald Reagan. The ban was included in Executive Order
12333, signed on Dec. 4, 1981, which, otherwise, ironically,
privatized U.S. national security operations, and provided the
legal “cover” for Sir George Bush and Oliver North’s “secret
parallel government.”

What goes around, comes around, and, now, apparently
some “Friends of Dubya” are pushing the idea that that secret
government should come out of the closet and flaunt the fact
that the grave economic and financial crisis will be “man-
aged,” by jackboot methods.
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State Lawmakers:
Requires Opposing

As of the end of January, the impact of the hyperinflation in
fuel and electricity costs had created power supply and price
emergencies in states other than California. Marcia Merry
Baker interviewed three state Democratic lawmakers, from
Nevada, Alabama,and Vermont, on their situations and initia-
tives.

Interview: Joseph Neal

Using Nevada’s
‘Public Purpose’ Law

Nevada State Sen.Joseph Neal
(D-Las Vegas) has been in the
middle of a fight to roll back
deregulation. The State Legis-
lature opened on Feb. 6, and a
primary topic of debate was
the soaring energy costs. On
Jan. 30, when legislators said
that there was little they could
do to reverse price increases,
Senator Neal responded that
the legislature should take a
“dramatic step,” and that he
favored taking over the utilities. “I don’t think [Governor]
Kenny Guinn will like the idea,” Neal said, “but it has a
chance if voters get upset about what is happening. Energy is
a necessity for people.” In Fall 2000, energy deregulation,
authorized to go into effect, was delayed in Nevada by Gover-
nor Guinn, after Senator Neal had intervened for a go-slow
approach. Senator Neal spoke with Marcia Merry Baker on
Feb.3.

EIR: Senator Neal, Nevada is important, because it is right
next door to the California energy crisis, and because of its
response to its own energy problems; plus, you yourself are an
international leader against the deregulation energy policy —
you have been organizing against it in Mexico, Ohio, Califor-
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nia, and so on. Please tell us what you are working on right
now, as far as the legal basis for intervening on behalf of the
general welfare.

Neal: One of the things that we are looking at, is that, where
there are contracts that have been put into place, by a state or
Investor Owned Utility, to sell their generating capacity, my
position is that those contracts can be terminated for the gen-
eral welfare of the citizens. In our law, we refer to it as a
“public purpose.” There are certain rules that must be fol-
lowed, in doing that. So, we are looking at that.

Right now, our Public Consumer Office, which deals with
energy in the state of Nevada, is in the process of having some
contracts terminated. I will also submit a letter to the Public
Service Commission, which oversees the utilities, asking
them to engage this particular process —you know, terminat-
ing these particular contracts.

EIR: For out-of-state people who don’t know, these “con-
tracts” refer to sales of electricity?
Neal: Yes, these refer to generating capacity that has been
turned over to certain national groups, that are utilizing the
fact that the energy has been deregulated on the transmission
lines, that they can now sell that energy for any price that the
market demands — or even that the market does not demand.

So, what we’re trying to do, is to bring that back within
control of the state powers, where they’re able to set the rates,
as it was before in our state —the Public Utility Commission
allowed the Investor Owned Utilities to set certain rates to
recoup their expenses, in terms of delivery of energy to the
public.

And also, we are looking to gain control of the reliability
of that energy being delivered to our people.

EIR: So,you are looking at both the legal ways to intervene
right now, and in effect, to roll back deregulation perma-
nently. Is that accurate?

Neal: Exactly.

EIR: Lyndon LaRouche today commissioned background
work for a possible draft Federal measure, along the lines
of “A National Energy-Management Reconstruction Act.” It
would involve some of the same principles you are talking
about on a state level. What do you think of this kind of ap-
proach?

Neal: Any time that we can go back to the laws that Roosevelt
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passed during his Administration, laws such as the Federal
Energy Act, the Public Utility Holding Company Act, and the
Rural Electrification Act, to name just a few —I think that that
is the proper course. Because, then, energy was declared a
necessity. And under the Federal Energy Act of 1935, whole-
sale energy was regulated. And what has been done, effec-
tively, in the last years of the Bush Administration —the pas-
sage of the 1992 Federal Energy Act, which amended that
Act [of 1935] —deregulated wholesale energy. So, we’ve got
to go back to regulating the wholesale price of energy. That’s
a necessity.

Interview: Thomas Jackson

Alabama Legislator
Says, ‘No Cut-Ofis’

Alabama State Rep. Thomas E.
Jackson  (D-District  68),
chairman of the Agriculture,
Forestry and Natural Re-
sources Committee, was inter-
viewed by Marcia Merry
Baker on Feb.2.

EIR: What is the situation in
Alabama?

Jackson: We’re having num-
bers of problems with natural
gas and propane in the state.
My constituents are the poor and those who are less fortunate,
on fixed incomes. Gas bills have quadrupled in the last month.
They’re getting $550 a month, and they have a $350 or $400
gas bill for the month. We’ve been trying to get answers to
these questions here.

In the northern part of the state, chicken growers have
had their propane bill, for their chicken houses, quadruple as
well —Calhoun County, in particular, and Culvert County.
There was a chicken grower who showed us his bill for all of
last year, of $15,000. From November to Jan. 8, it was
$13,000!

We have met with the natural gas and propane distributors
here in the state, and they are saying that it is the producers
that’s the problem —they are spiking the prices.

We look at some of the things that happen with ExxonMo-
bil, and the others, and the inflated prices. I know their stock-
holders are just enjoying it. They are up more than 120% from
last year. Chevron is going up. Texaco is going up. They are
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all seeing millions of dollars increase. They are passing the
costs on to the consumer, and the profit to their shareholders.
I think that that is wrong. It’s robbing people. It’s taking away
from the hope that so many had in this nation and state.

I don’t know what we can do, but I believe that these big
oil conglomerates, the oil cartels, are the ones that are doing
this. It’s not the cold weather. And it’s not that the cost of
producing is more, because it’s not. Propane is a by-product.
It’s just that they are spiking the prices to make their pock-
ets fatter.

EIR: There are chain-reactions of effects going on, including
in food processing. Alabama has the “Sweet Sue” cannery,
and others.

Jackson: What is happening, is that the natural gas prices
are going to be passed on to the consumer. We won’t even be
able to purchase food! Our farmers are going to take a hit this
Spring, because of the nitrogen they use on their fields. It’s
going to quadruple, because of natural gas. I don’t know what
it’s going to do to our food production.

EIR: What is the readiness of lawmakers and others, at dif-
ferent levels in the state, to take action for emergency mea-
sures, and re-regulation?
Jackson: No one has spoken of it, but I have mentioned it to
the Commissioner of Agriculture, Commissioner Bishop. We
met on Jan. 29. We shared some information, on maybe get-
ting a joint House resolution, to the Oversight Committee, on
the situation. The legislature comes in session on Feb. 6.
Natural gas is regulated in our state; propane is not. In the
last two weeks, we had two separate meetings with the natural
gas and propane associations here in the state of Alabama.

EIR: What is the price of propane?

Jackson: Residential propane was $1.03 [a gallon] a year
ago. It’s $1.70 now. That’s up 65%. Wholesale last year was
$0.487, and now, $1.09 as of Jan. 12, and that’s a 124%
increase. We’re having a lot of problems here.

EIR: What do you see happening next?

Jackson: What we’re trying to do, is to get a handle on this
stuff here in the state. And hopefully, with the distributors
and producers, that we can help our constituents, as well as
our farmers, that they can pay along. That is, don’t cut their
gas use off. I have heard, and read in some papers in my
district, where there was no leeway for the consumer. But we
are mandating it, that there be leeway, that they can pay those
bills over a period of time — it can take them until August, this
Summer, to get those bills paid down.

EIR: So you are mandating no cuts, and a stretchout of bills,
until you can do something else?

Jackson: That’s right.

EIR: You’ve had some crises, and losses, such as the
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chicken houses?

Jackson: Oh, yes. What has happened, is that, they can’t
pass their price on, because they are contracted by Star-Kist—
or whatever company they are growing these chickens for.
And when chicken growers’ profit is put in, for paying for
heating — you know, the law says, that you have to keep those
birds warm. If they drop the temperature, they are going to
lose those birds; they are really in a hard situation. Some of
them are trying to get out of the business altogether. And
those that can, work with the propane companies, and are
paying a cost along, as they stretch out their payments; so,
they are working with them pretty well up there, in the Culvert
and Calhoun County areas.

Interview: Michael Obuchowski

Deregulation Policy
Defeated in Vermont

Vermont State Rep. Mike Obuchowski (D) spoke with Marcia
Merry Baker on Jan. 27.

EIR: You were Speaker of the House in Vermont when the
energy deregulation issue came up a few years ago, and you
helped lead the fight to defeat it. Tell us about that.
Obuchowski: About four years ago, the utilities, as well as
the Executive branch in Vermont, approached the legislature,
and asked us to deregulate. Jurisdictions such as California,
which had already passed legislation, were held up to us as
the example, as the shining light that we were to follow.

However, there were those of us in the Assembly, who,
because of our experience dealing with utilities, understood
the basic operation of the utilities, and then, were able to apply
that knowledge to bring up a number of risks.

One of the things that I’ve seen happening, is that it was
the industry strategy to have folks look at their own state
only —to look just at Vermont, and at deregulating only in
Vermont. But the reality, is that our electric grids are con-
nected to each other. Taking the intra-state view, did not do
the issue justice, because there are so many connections that
supply you with electricity, especially in a small state like
Vermont, where we don’t do an awful lot of the generation
ourselves.

So, that was one of the first warning signs to us: just the
approach. And it really comes down to pretty simple things —
supply and demand, and making sure that your regional orga-
nization has provided for enough supply. And apparently, in
California, that didn’t happen. The ISO [Independent System
Operator] did not provide enough supply. In order for con-
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Vermont Yankee’s nuclear power station. Vermont defeated attempts to impose electric
deregulation, but its dependence on the functioning of a broader regional grid, demands
national policy action to ensure a reliable supply at reasonable prices.

sumers to benefit, for there to be an ultimate benefit, there has
to be low-cost electricity and supply, and it didn’t work.

EIR: In 1996, it was asserted in California, that there was a
15% “‘surplus” supply of electricity; but then, whoops, it
wasn’t there any more. So, real evaluation is important. What
other propaganda, directed at the public and lawmakers, did
you see?

Obuchowski: [ think that this idea— that when restructuring
was passed, consumers would benefit—to a certain extent
was propaganda. Our experience in Vermont was: Okay,
that’s fine; you’re saying these benefits are going to happen,
we need a guarantee if we’re going to be supportive of your
[restructuring] legislation.

And as soon as we started mentioning a guarantee, or as
soon as we started mentioning a specific reduction in rates, or
a set duration of time, the utilities clammed up. They said to
us, basically, “Well, we really can’t guarantee that this is
going to happen,” and so on. At least they were honest with
us. But, fortunately, we asked the right questions, and got an
honest answer, and that was enough to help us decide it wasn’t
the right direction to go.

EIR: Besides the couple of long-standing major utilities in
Vermont, did you not have major intervention in New En-
gland from companies waiting in line to get in on purchasing
any deregulated sell-off of your electricity system?

Obuchowski: Right, and that’s going on right now in the
state of Vermont. Vermont Yankee, our only nuclear plant, is
being looked at by Amerigen and others, for purchase. When
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you asked earlier about deregulation, it
hasn’t been authorized by the legislature,
but there are things happening in the mar-
ketplace, in terms of the supply side, the
generating side, that affect us. Those
kinds of things are happening.

One other thing that I’ve seen: Re-
structuring has had an impact beyond the
cost of electricity. I live in a town called
Bells Falls, Vermont. We’re a village of
about 4,000 people. The majority of our
tax base is a hydroelectric station on the
Connecticut River, which formerly was
owned by New England Power Co. What
happened here is, when Massachusetts
approved restructuring, they told their
companies that they had to divest of their
generation holdings. So, the power com-
pany sold all the hydro stations up and
down the Connecticut River Valley. They
were bought, essentially, by U.S. Gener-
ating, which is a subsidiary of PG&E [Pa-
cific Gas and Electric].

What they have been doing, is coming
into these little Vermont towns, and try-
ing to get their appraisals lowered. They bought a number of
facilities for a set sum, and then they have allocated that sum
where the tax rates were the lowest. They have putin jeopardy
towns, and the children in those towns, in terms of their educa-
tion, because our property taxes pay for education in the state
of Vermont. And it really hasn’t been a good experience.

So, even though Vermont hasn’t crossed the line of dere-
gulation, deregulation is having effects on people that go be-
yond what you have to pay for your electric bill, and whether
your lights are on or not. It can impact your town government,
whether or not people are getting the services they need,
whether or not the streets are getting plowed. And it can even
impact what kind, and what quality of education your children
are receiving. So, it’s a pretty brutal exercise.

EIR: In the course of opposing deregulation, was there a
shift in the political alignment in the state?

Obuchowski: There has been a shift. I'm no longer the
Speaker. I took a lot of pounding on the deregulation issue,
from our press, which is essentially establishment press in the
state of Vermont, because of the utilities. The utilities have
such great connections with the press, because they are one
of the other institutions in the state.

In fact, the reality is that even our Governor [Howard
Dean] has come around to the point where he indicated —
even though he hasn’t admitted it, it was the Democratic ma-
jority that stopped deregulation. He is sort of taking credit for
stopping it himself, that he didn’t push hard at that time. Dur-
ing the campaign [the November 2000 gubernatorial elec-
tion], he said, maybe we didn’t make a mistake when we went
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slow on restructuring.

But, the reality is, that we’re the ones that stopped it. He’s
even saying, it’s a good thing that it was stopped at the point
that it was.

EIR: What do you see now, for energy in the region?
Obuchowski: I guess my biggest fear in New England right
now, looking around at the other states that have passed re-
structuring, is that they’re having to take back their promise
to their ratepayers, that they would experience lower rates.
Where they did give them lower rates, they are having to go
back to their Public Utility Commissions, and ask for in-
creases. They’re not standing behind their word. And so,
that’s of concern to me.

The other thing that’s of concern to me, is the strength of
our ISO in the region. That organization —that makes sure
there’s enough electricity to go around, and that it’s going to
get to where it needs to be, when it needs to be—concerns
me. We’re having enough problems holding manufacturing
in the region, and in this country, without energy supply
problems.

Businesses seem to have wanted to go into a restructured
market, because they saw the benefit to themselves of being
able to buy electricity from the most inexpensive supplier.
But I think that now, we have them saying: What if there
aren’t any inexpensive suppliers? That’s going to be a bad
situation for us to be in. Maybe a regulated environment,
where we have some consistency and predictability of what
is going to happen, is better for us, running our business,
rather than sort of being on a yo-yo, in terms of getting power
from the utilities.

EIR: The ISO is regionwide in New England?
Obuchowski: Yes. AndIunderstand that the director, or one
of the people, has been replaced. The people who are watching
this, feel a lot more comfortable. But it’s in New England —
because, essentially, Vermont is really a speck—that our
strength comes from. The ISO is sensitive to our needs, that
we’re going to be better served.

The other thing that I find a little bit humorous, is that
while we were going through this debate in Vermont, one of
the things that we suggested, was a public power authority.
While we didn’t see a public power authority necessarily de-
livering power to residential and business customers, we saw
it as a wholesaler. We suggested this proposal in Vermont,
and people just looked at it with disbelief, and said, how could
they be so outlandish as to suggest something like this? I find
a little bit of humor in the fact, that that’s one of the avenues
that California is looking at. For the state to buy the power,
and essentially wheel it to the utilities. To me, it’s kind of in-
teresting.

EIR: Wasn’t Enron very active?
Obuchowski: Enron came in at one point, and was looking
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at the whole situation, but their interest, as far as I know,
petered out. Looking at both Central Vermont Public Service,
and also Green Mountain —those are the two largest Investor
Owned Utilities.

The other thing I find interesting, in Vermont specifically,
is, the Executive appointed a commission, when they were
not successful in getting the legislation passed. This was
called the Bankowski and Gilbert Commission. Their major
suggestion in terms of rates, was that we should have levelized
rates. They didn’t really set a duration of time, but most of
the graphs that they produced, showed it for quite a long
time —a ten-year period, that we would have levelized rates.
That was their goal.

A bipartisan group of legislative leaders —the Lieutenant
Governor, the Minority Leader from the Senate, the Majority
Leader from the House, and others — got together and said that
our goal, if we’re going to go to a deregulated environment, is
a 10% reduction in rates. The utilities at that time — this was
the Summer of 1999 —said, well, maybe we can get to a 6%
reduction, and so on. But just this week, our Public Service
Board approved, essentially, a 12.9% increase for Green
Mountain Power.

EIR: For a temporary duration, or permanently?
Obuchowski: There were two temporary rate increases.
Green Mountain Power had asked for 11.9%, or two tempo-
raries, and then this third was characterized as a 3% rate in-
crease. And if you put them all together, and they made them
all permanent, you get this 12.9%.

The only other thing that I would say, is the threat of
bankruptcies is one of the only levers that consumers have in
this situation. And as soon as that threat is taken away —and
I think we see this happening in California to some extent—
the utilities are in control. Essentially, the utilities are us.
Because without us, and our utilization, either as business
people, or as residents, using electricity, they don’t exist. So,
it seems to me that they should be more conscious of their
customers,and their customers’ needs, and what their custom-
ers reasonably can pay for the product that they are dis-
pensing.

EIR: What about the condition of the infrastructure?
Obuchowski: It could use some help. It is not as technologi-
cally current, and capacity current, as it could be. That has
to be troublesome, especially when we’re going to this new
system that divides the transmission, the generation, and the
distribution up into various segments.

The other thing that we haven’t mentioned is the whole
concept of securitization, where, essentially, we electric con-
sumers are asked to pay off bonds, that utilities get to cover
their stranded costs. We call it bailing out the utilities for their
management concerns, and so on. Our effort in Vermont has
been to make those stranded costs come home to roost for
the shareholders.
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