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Kanneth L Lay
ket v and
Clinf Emerntive Officer
P O, Box T1A8
Mouston, TX 77151-1168

December 3, 1998 (713} 453-6773
Fax (T13) #53-5313

Ly Em

The Honorable Robert E. Rubin
Secretary of the Treasury
Department of the Treasury
1500 Pennsytvania Avenue, NW
Washington, D.C. 20220

Dear Secratary Rubin:

The City of Houston was designated as an Enhanced Enterprise
Community in 1984 with an emphasis on delivering social services and
affordable housing. We have done a good job with this designation and now we
would like to be named as an Empowerment Zona.

With the increasa in business in the Central Business District (CBD),
Houston is making progress in improving its unemployment rates and raising s
aducation levels. Enron has been very active in helping to create jobs in our
inner city and we have worked to improve our educational system. We strongly
supported the construction of a new baseball stadium and the bond election for
our local schoo! district for badly needed facilities. As one of the [argest
amployers in Houston, we support the City's efforts to provide job creation,
capital formation, and business assistance.

An Empowerment Zone would be extremely helpful in our efforts to
diversify our economic base and to recover from a decline in oil and energy-
related industnes.

| urge you to approve Houston's application for an Empowerment Zone.

Sincerely,
%f’v‘»_f >y

Matural gas. Electricity. Endless possibilities.
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C.

BLCRMETARY OF THE TRELASURY

.. March 9, 1599

Mr. Kenneth L. Lay

Chairman and Chief Executive Officer
Enron Corporation

P.0O Box 1158

Houston, TX 77231

Dicar Ken:

Thank wvou for your letter endorsing the City of Houston's

Empowerment Zone application. Implmaqmmﬂ_m ;

pﬁvﬂ::mmﬂnmnuﬁgmﬂlt_nmml?mm
. community’s econcmic health. Pnﬁuipmmnfmu?];lumnndl

as yours is critical for the economic vitality of our cities.

Onece again, thank you for taking the time 10 write.

Sincerely,

LS S

E. Rubin
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Kenneth L. Lay
Chairman and
Chirf Ereculive Cffscrr

% e o

() P 0. Bor TIRS
Maustos, TX T7251-1158
(713} 4536773
Fax (713} £53-5211

July 16, 1999 Hrpliemiron com

The Honorable Charlene Barshefsky

US Trade Representative

Ofice of United States Trade Representative
600 1 7th Streat, MW

Room 2008

Washington, DC 20508

Daar Charkens:

wummmmﬁzﬂmwnmwmhmnﬁmm
nmuamﬁmtmmmhmuhmmhﬂnmmmeiﬂﬁms.
I arn atteching the list of membars.

The Enargy Services Coalifion wis recently pstablished on May 28, 1999, Al that Bme
“mdadwrmmmwmhghmlﬂmn.mmmthNMnmm
of tha USTR has Mmmuhmhmﬂhﬂmmmmmm
APEC, and tha desine of the growing group in te Un@isd Stales for this United States govemmand
to inchude enengy services on the WTO nagoliations agenda.

lmwmdﬂw“mdmmnﬁm Business Forum in Seatile on
December 2, 1999, and wil address the broad horizon that enengy services covers, Energy
services aiso includes energy equipment as a significant part of our energy services markel

The Unitad States energy industry because of our continuing Wxeralzation of market
opportunities has helped creale new enterprses which simulate mvestmant, imgneve ovarall
compaetiliveness and bring to all consumers beneficial cholces. This can be done globally with
many WTD members using thair entreprensurial skills to developed and devedoping economios.
Energy sorvices offers unlimited opportunities for you and benef to all WTO members.

Tummmmmmmmum.mdmmmmmﬁmu
tha GATS Round itself, we kook forward as an indusiry grouping o providing you with definitions
mmmmmmﬁmwmmnmmmusmm_mww
WLﬁmwammymmmhhwm

Sincarady,

for)

Encl.  {(Makrix)

=1 The Hanorable William Dby
The Honorable BE Richardson
Thie Honorable Robert Rubin

Matural gas. Electricity. Endless possibilities.
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Carol Browner
Willlarm A. Nitze

The Honorable Max Baucus

The Honorabke Jell Bingaman

The Honarabla Phil Gramm

The Honorable Chuck Hagel

The Honorable Kay Balley Hulchizon
Tha Honorable Gordon Smith

Tha Honorable Frank Murkowskl

Tha Hanorabhe Bill Archer

The Honorable Joa Badon

Tha Honorable Tom Bliley

The Honorable John Dingall
The Honorable Holbe

The Enargy Sendces Coalition Members

&
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Hunrﬂr. Reavie

— E—
¢ Maney Laear [nlazar@isigrp.com]
me::? I-'rhh{'. December 28, 2001 9:10 AM
To: 151 Reader . ) )
Subject: ISI Morning Political Report with Audio
Importance: High
12 20mpr p

in today's POLITICAL REPORT:

The Ped And Productivity Growth

Presidential Cyecle Says Hext Year Bhould Be Good For Stocks
Enron Update

India-Pakistan Step Back, For Now

Pleape let us know L&f you have any questions,

A1l the beat,

Hancy Lazar
F127446-5633
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ISI INTERNATIONAL STRATEGY & INVESTMENT

MORNING POLITICAL REPORT

Tom Gallagher Andy Laperriere
202/872-5260 202/872-5261
tgallagheriisigrp.com alaperriereisigrp.com

Fax: 202/530-5804

[OUTSIDE SCOPE]

1 of 4

= P
FRI
DEC

28

00100000000762



2 of 4

[OUTSIDE SCOPE]

12/28/01 ISI GROUP

00100000000763



3 of 4
ENRON UPDATE

While most of Congress’ allention (and our own) was focused on the stimulus and lemrorism
ingurance bills earlier this month, the House Financial Services and the Senate Commerce
commilleas held hearings on the collapse of Enron, While it is too early to tell if any new laws
will be passed as a resull of the Enron fiasco, below wa highlight the issues on which members
of Congress have so far focused.

Congress will return to the Enron issue in early February, when Ken Lay is expected to lestily.
You can be sure Democrats will be pointing out that Lay was a major fundraiser for Presidant
Bush and congressional Republicans,

= Wall Street Research. The House Financial Services Commillee had already been
holding hearings on this issue, bul il was a major focus of key Republican and
Democratic members of the committee, The Chairman of the Commitiee, Mike Oxley
{R-OH), observed in his opening statemeant that when Enron's stock dropped below a $1,
hall of Wall Street analysts still had a “buy” rating on the company.

= Employee Retirement Plans. Enron employees, many of whom had a significant
amount of their 401(k) retirement plans in Enron slock, were prohibited from selfing it
during several crfical weeks. In addition to this limilalion on selling, there is
congressional interest in prohibiting employee relirement plans from being concenirated
in the siock of their employer. Senators John Corzine (D-MNJ) and Barbara Boxer (D-CA)
have infroduced legislalion reguinng thal emploves retirement plans be diversified.

* Regulation of Energy Trading. Senalor Byron Dorgan [D-MD} suggested al the
Commarce Commillee hearing that more regulation of energy trading may be required,
although we think this has little chance of passing Congress. Oxley pointedly staled in
his opening remarks al the House hearing that he wouldn't let Enron's collapse be used
“as a vehicle to make ig-governmenl arguments against electricity markets.”

* Restrictions on Special-Purpose Entities. Special-purpose entiies (SPEs) are the
parinerships and olher off-balance sheel financing entities crealed by Enron and other
companies.  Senalor Hollings, the Chairman of the Senale Commerce Commiltes,
suggested that Congress should consider prohibiling SPEs. Wae think that is a very
unlikely outcome. More lkely would be accounting rule changes (by FASB, nol
Congress) thal would require more disclosure of the details of these financing tools.

12/28/01 IST GROUP
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Harvey, Reavie

From: Mancy Laear [nlazargdisigrp.com]
Seni: Monday, December 03, 2000 10:40 AM
To: 151 Reader
Subject: ISI Morning Political Report with Audio
Importance: High

T3t [ d

In today's POLITICAL REFORT:

Terroriem Insurance Bills Introduced in Senate
Enron Likely to Engage Washington on Many Fronts
Pivotal House Trade Vore Set for Thursday:
Central Bank Watch

This Week in Congress

Senate Confirme Fed Governors

Please lat us know Lf you have any quescions.

All the bestc,

Hancy Lazar
212/446-5631
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Tom Gallagher Andy Laperriere
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Summary

MON
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I
TERRORISM INSURANCE BILLS INTRODUCED IN SENATE; :5
CHANCE OF PASSAGE LESS THAN 50/50 5
Three key players in the Senate infroduced terrorism insurance bills last week, but nona of the |
bills apparently has the support of Senate Majority Leader Tom Daschle (D-SD), who has S
indicated he won't bring up legislation in the Senate until there is a consansus bill. The big |
problem: lability reforms. The GOP insisis that taxpayers not be liable for punitive damages g
awards resulting from a terrorist attack and Democrats insist there be no changes 1o liability |
laws. While it is a close call, at this point we believe it is more likely the terrorism g
insurance bill will die in the Senate over the liability issue than become law. :
Terrorism Insurance Bills 5
Sponsor Summary Deductible | Repayment Liability I
to Taxpayers Reforms 5
Gramm Based on original agreement | $10 billion. No. Bans punitive |
(bill number | between Administration, damages. g
not Sarbanes (D-MD) and I
available) himaat, Govermment would
pay 90% of damages above 5
Industry-wide deductible, |
Hollings Creates a nafional fund paid | Once lossas Mo, bul industry | Mone. 5
(5. 1743) for by assessments on equal 10% of pays a premium I
industry, Adso creales a premiums for equal to 3% of g
termporary fund for nexd three | an individual Qross
yaars similar lo other bills, COMpany, premiums. I
Governmand pays 90% of g
losses in first year, BO% in I
yaars 2 and 3.
hdcCain Would pay B0% of damagaes | NA Yes. Caps punitive 5
(S. 1744) that exceed individual damages. I
COMPANias resarves. S
House- Govarnmeant would pay 90% | 5100 milkon Yes Bans punitive I
passed bill | of damages once industry- damages, Iirr_1i|5 g
(H.R. 3210) | wide deductible reached. NON-SCONONG I
damages and caps
lawyar fees. 3
1
o
I
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ENRON LIKELY TO ENGAGE WASHINGTON ON MANY FRONTS

It's too soon lo say anvthing definilive, bul Enron's collapse will occcupy Washington
policymakers and politicians from many points of view:

# The Fed — The Fed's crisis managemenl skills could be lesied depending on how
Enron's positions are unwound, although there's not 0o much concern evident on that
front now, Discounl window lending may lake place with affected banks, and at the
margin the unsettling market impact of Enron will be one more reason for the Fed to
BASE.

« Accountanis — The objeclivity of audits will be an especially sirong area of inguiry for
Congress. This iissue i likely to be the focus of House Energy and Commerce
hearings in the coming weeks. Wall Street research could also get hit in the search for
thosa who should have wamed about whal was going on in Enron’s books,

» Disclosure - As in the LTCM aftermath, Washington will most likely demand maore
disclosure for companies' financial transactions, both to the relevant agencies and lo
lhe companies’ creditors.,

= [Energy markels — So far there's no evidence of disruption, but congressional hearings
will Tocus on this topic as well. This could be Ihe focus of the Senale Energy
Committee.

» Deregulation - Although one could argue that Enron doesn't relate much 1o the energy
deregulation dabate, and the Bush Administration will continue to push for it, Enron's
collapse has o reduce the incentive for most politicians to engage in that push. A Wal
Street Journal story Friday also said the collapse of the Dynergy-Enron deal cast a bad
light on financial services deregulation (given JP Morgan's and Citigroup’s role in the
aborted deal), thal slrikes us as a very premalure judgment in lerms of any Washington
action.

# Populism = Given the devasiation (o the 401k} plans of many Enron employees, there
is a real potential for a populist reaction by politicians in both parlies. Any evidence
that senior executives al the firm took care of themsealves would inlensily this.

» Politics - There are early signs that Democrats see some advantage in the issue, due
lo the close tie between former CED Ken Lay and Bush and between the company and
the Republican Party. For example, Enron would be a big beneficiary of the House
stimulus bill's refund of corporate AMT creditls, Bul with no help offered by this
Administration 1o Enron, this will fall well shor of a scandal.

bl Bl Bl o B Bl T T R B IRl o e B B B Bl ¥ e B B VS Y I Bl Bl ¥ B ¥ B
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PivoTAL HOUSE TRADE VOTE SET FOR THURSDAY

We tend to be pessimistic on the White House's chances of winning a key trade vote
scheduled for this Thursday in the House.

s Amidst uncenain vola counts, House leaders have scheduled a vole for this Thursday
on Bush's Trade Promotion Authorily (TPA) legislation (the proposal formerly known as

fast track).

» VVole counis to date have been bleak, bul the number of undecideds is high. The
thinking is that only by forcing legislators to commit will they know il they have the
voles,

« The plan is o reprise the stratagy used on the stimulus bill and the airline security bill -
rely heavily on White House and leadership involvement to secure a maximum numbaed
of Republican voles. In addition, proponents hope to pick up enough pro-trade
Democrals to garner 8 majority.

« Our sense is thal they face an uphill fight. We Ihink there are more Republicans who
for constiluent reasons will be opposing TPA compared to GOP defections on the
stimulus or airfine security bills, And the number of likely Democratic “yes” voles will be
very small. A good share of those that had voted for Clinlon's fast-track bills did so
mainly oul of loyalty to Clinton and won't be there on this vate, particularly in light of the
partisan atmosphere characterizing most recenl House debates. Furthermore, the
President’s involvemenl so far has been minor, although thal is expected to pick up in
the next few days.

+ On the other side, the leadership appears to be going all-out on the vote — Ways and
Means Chairman Thomas is scheduling voles on Irade adjusiment assistance and the
Customs Sarvice o secure more votes,

s« We don't have a strong view, but we lean more toward the view that TPA
supporters will fall short. I's possible that they would aclually be delealed, bul
{despite statements fo the contrary) we think the leadership would not move o vote if
thay thought they would losa,

= The TPA vole comes after the successful WTO meeling in Qatar, which gave trade
liberalization some mamentum. A selback for TPA would make capitalizing on thal
momentum difficull, since other counlries would guestion the US domestic political
support for new trade pacts and thus be reluctant to make meaningful concessions.
Despite these negative consequences, in the past, setbacks for fast track were
nol market-maoving events.

12/3/01 ISI GROUP
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CENTRAL BANK WATCH
Central Bank MNext 2 Outlock
- Key Rate Meeatings utee
Federal Reserve 12111 We think the Fed will cut rates by a quarter-point cut in
~ 2.00% target 1/30.31 |December. The Fed's calculation of the real fed funds rate
Fed funds {using core PCE deflator) and Japan's experience lead us lo
(4 point cut think the Fed will cut rates next week. A January rate cul is
an 11/8) possible if the dala come in weaker than we expeacl.
Bank of Japan 12/18-19 | The outlook for an improvement In the policy mix in
- above ¥6 frillion 1/15-16 Japan is poor. BOJ meets again this week. Theare is
in bank reserves increased pressure on BOJ lo ease further, either by buying
(approx. 0% mora JGBS or by buying loreign-currency denominated
overnight call bonds. Meither option is likely soon, and BOJ wants (o wait
rala) for a stronger bad debl approach by the government.
European 1216 The ECB is done for the year, bul we expect more
Central Bank 12120 easing early next year. Weaker data in France and
- 3.25% Germany point 1o more aasing. but probably next year, not
refinancing rate naxt month,
{4 point cul on
11/8)
CENTRAL BANK CALENDAR
Mon (3™) | Greenspan speaks on “The Challenges of Globalization™ in Washington.
Fed — Moskow speaks in Chicago.
ECB — Padoa-3Schioppa speaks in Rome,
ECB — Liebscher spaaks in Vianna.
ECB — Wellake speaks in Frankfurl.
BOJ releases minutes from the Oct 29 monelary policy meeting,
Tue (4™) | BOE meets.
Wed (5"} | Fed — Meyer speaks in Swarthmore, Pennsylvania.
ECB — Council member Welteke speaks in Frankiur.
ECB — Domingo Solans speaks in Frankfurt.
BOE announces interest rate decision.
Thu (8™ | Fed — McDenough speaks in New York.
ECB maals.
ECB President Duisenberg briefs the press after interest rate decision.
Fri (7") ECE and the Bundesbank hold a press conference about EU accession in Berlin,

001000000007 74
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THIS WEEK IN CONGRESS

SECTOR WATCH
Sector Issue Analysis
Energy Ol drilling in | The GOP plans to offer an amendment o allow oil drilling in the
ANWR Aric National Wildlife Refuge (ANWR) in Alaska to a raliroad
retirament bill as early as today. The amendment could pass,
but it would likely lead to a fiibuster of the bill,
Farm Farm bill The Senate could take up the farm bill as sarly as this week.
Equipment,
Ferilizer
PoLiTICAL CALENDAR

Tue (47) Senale Finance Com markup of trade assistance.

Senate Appropriations subcom hearing on cloning.

Senate Appropriations subcom markup of defense appropriations.

Senate Enviconmenl and Public Works Com hearing on bio-contamination.
House Energy and Commerce subcom hearing on markelplace compelition.
House Judiciary Com hearing on the video distribution markel.

House Ways and Means subcom hearing on the Medicare+Choice Program,

Wed (57) | Senale Commerce, Science and Transportation subcom hearing to examine the
technology sector in times of crisis.

House Energy and Commerce subcom hearing on power planl security.

House International Redations Com hearing on anthrax sources.

House Science Com hearing on biclerrorism preparedness.

)

Thu (67} Senate Commerce, Science and Transportation Com haaring lo examine the
corporate average fuel economy.

Senate Foreign Relalions Com hearing on the political future of Afghanistan.
AG John Ashcroft testifies belore Senate Judiclary Com hearing on DOJ

=== —A— == ===

oversight.
This LA Times article reflects
Congress Misses Its Chance a shift against the stimulus bill
to Jolt the Economy among the elite. If a bill
LA Times doesn't pass this menth, it is
very unlikely to happen next
year,

12/3/01 ISI GROUP
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SENATE CONFIRMS FED GOVERNORS

Last Tuesday the Senate confirmed Bush's two nominees 1o the Board of Govemors of the
Federal Reserve. Once they are swom in, the rosler of the Board will be as shown. The next
decisions for Bush on the Fed will be filling the vacancies caused by Kelley's expected
refirament and the expiration of Meyer's term,

FEDERAL RESERVE BOARD OF GOVERNORS

Member Term expires Jan 31,
Alan Greenspan (Chairman)’ 2006
Roger W. Ferguson, Jr. (Vice Chairman)® 2014
Laurence H. Meyer 2002
Edward W. Kelley, Jr.* 2004
Edward M. Gramlich 2008
Susan Bies® 2012
Mark Olson® 2010

' Term as chairman ends Jun 20, 2004

¥ Term as Vice Chairman expires Od 5, 2003,

¥ Has announced he will retire when a new Board member has been confirmead.
! Confirmed by Senate on Nowv 27, 2001,

* Conirmed by Sanate on Nov 27, 2001

12/3/01 ISI GROUP
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Fram o mall. “JmaurEwordb ank og®

To: il toravwiond worldank org ™), Dom 1 3.00P0S(SIL...
Diata: 1108 11:44am

Subject: Fe: DR Poser Project

Enron's Washinglon rep (John Hardy) called this offica this moming to say that
the 10 day notioe they gave the DR for a shut down of operations at their plani
takes affed loday. He expacts there (o ba big problems and remended ma that te
last time the polics atiempied 1o take over the plant. Evidently the DR is $40
milion in amears b Enron and the fotal debt to oll the IPPs is about $130
imillian. Payment has always been & problem but this summer, afler tha
privatization, ihe govemmant bold COU it would no longer make B subaady
payrmanils which had kep! tings aloal.

He wanied us to know about the shut down and 1o discuss the efforis Enron is
making to attempl to bring about & cassation of enargy investments in the DR by
lb=oth the: World Bank snd the DS, | lokd him thai pelicy maters ke tat am
handiad af Treasury and he indscaled thal he would be making calls and saffing
LD ITemetineges,

Janice L. Mazur

Executive Dirnclor's Assistant

Offica of the United States Executive Direclor
(202} 458-0118

(202) 477-2967

cc: e, mail"Brues_Jubaiadbifiwordbank oog®,SAilllam_5.,
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Davis, Michele

I L —
.E.m" Hon - January 14, 2002 3:00 PM
m: “ L] '
To: ﬂ:ﬂg?ﬂﬁﬂmﬂu
Ce! Lea, Sharon
Subject; FW: Lexishexis(Th) Ermpll Reqguest (948:0043T32062)

Michelis,

I1"ve conaslidated my initial search using the terms enron and treasury as you regquested
and came up with 3 articles (located below]. T hope this helps you. However, let me

wnow 1f there was something more specific I shouold have searched for. Thanks.

-====Qrlginal MHessage-=-===-

from: LexisHeswia Print Delivery [mailto:lexisnexwlsBprod.lexisnexis.com]
Sent: Monday, Januazy 14, 2002 2:5) P

Ta: shazren.les@do.treas.gov

Subject: LexisWexis (T} Emall Regquest (S4E:0:43732062]

L10wWD4

Frire Reguost: Selacted Dosument{si: 1,2,3.4,53,6:,7,6,9,10,11,12,13.135:16&
11,IE.1?;20.21.22,23.21.25,25.ET,EEr29,3U.31.32r33

Time of Reguest: Januacy 14, 2002 02:52 pm EST

yumber of Liresm: 3664

Job Sumber: G901 43732062

Clienr IC/Frotect Hame:

1 of 23 DOCUMENTS
Copyright 2002 The Hew York Times Company
The MHew Tork Times
Januwary 14, 2002, Honday, Latcte Edirbtian = Final

SECTIOM: Section C: Page 1 Column 1: Business/Financial Daesk
LENGTH: 5hA3 words
READLINE: BUSIKESS DIGEST
BOCY:

Wall Strecet Role Examined In the Rise and Fall af Enron
The collapse of the Enron Corporation promises to keep investors, lawmakers and
corpocate executives meanerized for montha to come,

While the spatlight is now trained on the nation’s capicel, the story of
Enron's cise and almost instanktaneous fall imevivakly leads back to Wall Stree:
and the ==asaslon with stock market gains that characterized the late 1330's.
Rews PAnalyais. Section A.

i Vislon of the Office of the Foturs
1.8.%, and Seealecase, the furnituce company, wWill introduce Today the.ar maodel

“amart office.” Called BlueSpace, the office features BlueScreen, left, a touch
scraen that controls ke affiza snvironmant and some conmunications. The

i1
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pratotypa shows how techroclogy might solve frustrationa of daily work 1lfe, from
unzemiortable Cemperatures to cranped mestlng space. Mew Econamy. 4.

Zay Vobe for Neaw Switzerland Airline

The affert Lo arganize & new pational alzlins Loz Switzecland passed a crucial
Eest when vorers in Zurieh agreed to invest 5181 millien in Crossalr, the
cocmpany set to absorb the bankrupt flag carrier Swissalz. The vote is part of
tae countey's ambitlicus plan te reclalm its aviation prestige. ©6.

Time's EZxelusgive [eal With Apolae

Woen timesarada.cos published Time's account of the now lMas computer 8 week ago
Sunday night, and then pulled the artlcle & few houra later, the site made it
oxcruciatinzly clear that there was indeed am exclusive deal bBetwsan Apple
Copputer and the magazine. By the time Steven F. Jobs put his now iMac on
display last Honday, the magazine and Josh Quittrer, the author of a feverisnly
positive article, were the villains ef the mament far journalists and Mac fans.
Media, 2.

Tesnagers' Onlise Spending Habits

A majorlty of teenagers use the Internet, but not to buy things., Of the 5155
billion & year they spend in the Unlted Scaras, aaly 51 billion goes for enllme
puzchases; a consulting firm says. Bob Tedeschili: E=-Commesce Report. OF.

Dominating the Documentaries

Of the 1E documentaries conpeting at the Sundance Film Festival, five wecw
produced by HBO, including "The Execution of Wanda Jean," about a woman on deacsh
row, left; five by the Independent Television Service for PBS: and one by "The
Ameclcan Experience” for PBS. The remaining five were produced independently ==
but they, top, zay end up on PBS or HaD. CT,

Bobust Holiday Book Sales at Chains

Baznos b Noble and Bordeza reported unexpectedly strong sales during the hollday
azasan, afcter monihs of dismal book sales, But thelr reports also suggested that
the rising tide might not hawve lilted the blggest shlpa as high as it did the
smallest. CT.

Newspapers Turn to Pald Obicuariea

The notien ef selling cbituaries, often while keeping them typographizally
indistinguishable from regular news, was first adopted by a few small newspapers
rearly two decadea ago. Mow larger newspapars have adepted the practice as pald
cbituaries acceleratesd last year, while advertising revenue fell and newsprint
prices incceased. C7.

REC Execurives Concede Missteps
A few daya after the departure of Stu Bloomberg, the ABC co-chairman, network
apecutives acknowledged that they made soms major miscaleulatlons the lase Ewo

years that resulted in & surprisingly weak pesformance this television ssason.
CHE.

ktep: f/ewnw . nytines . com

GRAFHIC: Fhotos
Chact: "LAST WEER"
Dow induacesialg == 9,987.5%3 DOWH 272.31
Hasdag =ompesite -- 2,022.46 DOWH 36.52
10=yz, Teeasusy yield =-- 4.06% DOWH 0.26
The auro =-=- 50,8925 DOWN 0.0026
The dollar -- 13X.24 yen UF 1.31
LARD-DATE: Januazy 14, 2002
2 of 331 COCUMENTS

Copyzight 2002 The New York Times Company

12
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The Rew York Times
Tanyary 14, 2002, Monday, Late Ediclon = Final
SECTION: Section A; Page 15; Column 1; Bdltorlal Desk
LEXNGTH: T4I words
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The e=-malls are chillimg.

Last RBug. 14, the day Jeffrey Skilling mysteriously ceaignad after just six
maonths as Zaron's chief exscutive, che company's chairman, Eesnnath L. Lay, sent
an e-mail to all employess in which ha said;, "I want to assure you that I have
never felt better about the prospects for Ehe company.®

By then Enron's prospects were as hopeless as those of a sand castle at high
elde. Mr. Skilling and Mr, Lay had alrsady cashed in more than $16C0 milllen
woesh of Enron stock. Or Dec, 2 Encon would go inte the record books as the
Largmst cocporate collapse In the natlon's history.

But unsuspecting Enton employees == who, by the thousands, were about to lose
thelr 4che, thair retirement nest aggs, thelr entire llfe savings =-- could read
i M. Lay's e-matl: "Dur parfermancs has never been stronger; our businesa
model ha= never been more robust: our growth has newver been more certain.”

on Aug. 27 Mr. Lay sent samployees another e-mail, this time asserting, “One
af my highesa: priecitles i3 to restore lnvestor cenfidence in Encen. This should
gpesult in & sigrificantly higher stock price.®

The a=-mails were released aver che weekend by Representatlve Hency Waxman, a
Callfernia Democrat whose office ia Lnvearigating the Enzon collapse. In a
lecter o Mp. Lay, Mf. Waxman noted, "By tha time of the second e-mall; when the
gtock price was 5337, you had already seld 540 million of Enron stock during 2001
and ower S1C0 milllen alnce October 1098.%

Two months after his encovraging g-mails to employess, Mr. Lay was on the
phone wizh the secretary of the Treasury, Paul 0'Nelll, telling him about the
perilous state of Enron's affairs. He alao called Cormerce Secretary Donald
Evana. And he was in freguent touch with a Treasury undersecretary, Peter
Tisher. Se the Buah adminiacration knew that Enron's situation was dire.

Buz did anyone sound the alacs with the csspany's employess, cr with the
milliens of Enron shareholders from coast Lo coasl? Hok only were the employees
deliberately left in the dark, but Enron had many ¢f them lecked into rules that
prehibited them from selling thelr stakes In Ehe company, thus assuring thei:z
financial ruin.

1f any of this was a matter of concern ko the Bush adminlserabion, we haven't
haazd about it. Treasury Secretary 9'%elll was on television yesterday bllithely
stating, "I didn't thirk this was worthy of me running across the street and
=alling the president.”

Enron®s collapsa may have been a devastating financial blow to tens of
thousands ef nard-working families, but Mr, O'Helll, during an appearance on
rEen Mews Suncay.” macde it clear that he was unperturbed. "Companies cope and
go,* he said.

Ea added thar “part of the genius of capitallsm* is that "people get to make

good decislcns or bad desisians, And they get to pay the conseguences or To
eajsy the fruits of their decisicns. That's the way the system works."”

.ﬂﬂﬂﬂﬂﬂﬂﬂl]l.'llﬂ 90
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! puess it was Mr. Lay, Mr. Bkilling and other top Eardn executives wino mado
the 2eod decisions, becaise they sure reapad the bencfits. You night say they
rade Sub like bandits, And Lt must have been the rank-and-fiie smployees and the
crdinary in¥estars who made the bad declsions, becauss they're the onss paylng
the wonssguences.

Sush administration offizials are making a big deal cut of tha fact that
~ails From Mr. Lay did net result In a ballowt oo, presusmably, any othe:
gssiscance ta Ernrom. The truth is that Enron had already gotten just about
sverything It wanted from the federal government. It walked right into the hearzt
sf che Bash adninistrazion and helped shape its nacional energy policy, even as
ronsumer representatives and environmental advecates were largely frozen ouk.

And by systematically [locding puklic officials — Republicans and Demccrata
asike == with encrmous gQuantities of campaign cash and lots of other booty, it
zot the pacple who skould have besn looking out for the public's intersat to
leok the cther way.

The amount of looting &t Encen was aatonlahing, maybe unprecedented, "It's so

huge lt's herd te ger your arms around Lo, ® sald Fhillp Schlli:o, Reprasentative
Warzman's chis® &% staff.

Enron was the best-connected company bn Washington, not just with the Whikte
Howse Dot also with the movers and shakers on Capitol Hill. What it wantod was
ta he able to opezate in the dark, and Lt got what it wanted, And that's how the
few at the top were ahle to milk the company of so much cash,

hsEp: £ et myTimes . com
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YEADLIMNE: ENRON"S COLLAPEE: THE ACMINISTRATION;
Bidea Dany Any Ducy To Tell Bush OFf Enron Calls

BYLINI: By COH VAR NATTAR JI.
DATELINE: WASHINGTON, Jan. L3
SO &

Twa cabine. mambers said today that they were not obligared ee inform
Prestdant Bush or the public about telephore calls from executives of the Enron
Cxzparation last Fall as it hurtled toward bankruptey.

Tha officials, Treasury Secrerary Paul K. ©'¥elll and Commesce Secretarcy
Dorpald L. Evana, said they had dome nothing te help Enron, the Houstan ensrgy
tradirg cenglomerate with ties co the adminlstration.

ME. O'Heill sald the Treasury Department had offeced ne assistance to Earon
iftor its president ssked a senior Treasury official to help arrange bank loans
in Late Derobnr and early November. Mr. O'Nelll said he received two calls --
ong at his home on Sunday, Oct, 28, the other at his office on MHov. 8§ or % —
Fram Kenpnth L, Lay, Enron's chairman and chief éxezutive. Mr, Lay provided "a
neads up" Aboudt The corporation's worsening health but asked for nothirg. HE.
D'Heil]l sala.
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"1 didn't thlnk this was worthy of me running acicss Lhe streot and telling
[T pfqa;dentr' Mz. O'Mei’ll sa1d4 in an Interview on "Fox News Sunday.® ¥I

frankly think what Her zold b over khe phone was nRot few pews.”

In late Ogftober, Enron wWas borrowing heawvily in an effort to shore up
tmvestorat confidesca. O O2b. 2%, it arfourced that It had drawn 51 billion
from banks agalnst lts existisng unsecured =cedit lines,. And on Naw. 1, it
anntunced that J. P. Morgan and Solomon Smith Barney had agreed to land it
ancther S1 Biliion in secured credit.

On Dzg,. 293, as EBnron scramblea to firnd new financing and its mtook F:L:l
continued to plumset, Mr. Lay called Mr. Evan® to as< about reviews of Enron's
business by credit agencies and to see if Mr. Evans might be able to help. M.
Evarsd said he did mething to asslat Hr. lLay.

"When 1 was talking to Ken | wasn't cthinking about bansruptoy,® Me. Evans
gaid in an Intervisw on tho HUC Hoews program "Meet the Press.™ "1 was thinking
caybe chelr credit rating would be dropped some. IE wasa't the crisis ye: that
onasued soms 30 days later.®™

Mr. Evans said he later t&6ld Ardrew H. Card Jr., the White House chief of
ataff, abadt Mr, Lay's redqueat, but Me. Card dld net inform My, Bush af the
call. Mr. Evans said he dissuased Enrcorn'a preblems with the preaides: ab several
reetings in Novembe: and Decermbar, tellling Mz, Bush "how sad It was to see what
was happening to that once great company™ but not mantioning Mr. Lay's calls,

Mr,. Evans said he had never consildeced doing & fawvor for Mr. Zay. "If 1 had
scepped in, [ think it would have besn an sgresicus abuse of the sffize af
secratacy of commerce,” he zaid on "Heet the Press.”

Congressicnal Damacrats argued today that Mre, O0'Heill and Mr. Evans had &
reaponsiblilicy to tell the publle about Enrons problens.

ooth Mr. Zwvans and Mr. D'Neill said it would have been inappropriate for them
to discuss the isaue publicly. "It's not the role of government officials ko
call attentism =& Ehe Things that are already Beimg recorded in the media ia a
vesy strong way, " Mp. D'Kelll said on the A3C Hews progean “"Thls Week®™.

Mr., O'Heill said he was rnot surprised by the sudden collapse of Encon.
*Companies come and go,™ he sald teday. "It's part of the gerniva of capitalism.”

Benator Jeseph 1. Llekberman, the Ceanecileut Demesrat, called that coament
"cold=-bleoded.” Ssnator Jon Corzine, the New Jerpey Democrac, sald the remarks
were "unfortunate" and showed "an insensitivity to those who have lost so much.”

He. Liebecman and Senator John HcCalin, the Arizena Bepublican. said on the
£38 Hews prograr "Faece the Ratlon®™ that the goveramenk's responseée =o news of
Eazon'a troubles might have been shaped by its concesn that the Bush-Chaney
canpalgn and Imaugural committes had regeived hundreds of thouwsands of dellars
fram Enron and Mr. Lay.

"Wa're all zainted by the milliona and milliona of dollars that were
contribuzed by Encon executives," Mr, McCain said. He acknowledged recelving
55,500 in donations from Znron if twd caEpalgosg.

Woarly half of the eurcent members of the House of Representatives and almsat
three=quarters of the Senate have received contributions frem Enron, according
to campaign finance records.

Enron nas contributed a total of 55,7 million tc both pelitical parties Since
198%, 73 percent of Lt te Republicans, according to the Center for Respoasive
Politice. Mr. Lay and cther Enron employess are Mr. Bush's largest politleal
berefactors, having contributed 623,000 oves the codrse of his politleal
carear, according “o anctier graup that favors an sverhaul of campalgn finarce,
“he Conter for Public Integrivy.
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Fad Chafirman Rrthur Burns, worriled that the impending collapse of Pann
“entral would roll the capltial markets, suggested that the Fontagon arrange a
lpan bto prevent bankrepoey., Gecrge Shultz, then the Hixon budget director,
argued that gevermmoent invervention would send the wrong message about
rigk=reward oo our agonomlc system.

The dlspure was resolved whan Bryse Hatlow, the sagé spesachwricer-adviaasr,
encared the Owval O2lice and sald to FPresident Mixeon: "The board of Penn Centtal,
in ite ‘nfirite wisdom; kas ju=t hired your old law fifm re kelp vou decide. Mr.
Frosident, wou can®t tooch this with & “en-f{oot pole."

vixor tack the adviceo not bEo meddle. The kuge company wenkt bankzupt -- and
the narkezs guietly absorbed bhe shock. Mo scandal touched the White House
[unzll lacer).

we had another nof-intervertlon in the Enron collapse. Eeanath lay, chalrman

ot *he patlon's seventh-largwst company and a lengilice gpolitical ceoncributor,

calles a cawple of Juah sabiner secretaries to raveal his rapld unraveling. He
was surely hoping for some Qovernment succor. The Bush Treasury and Commeroe
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agcresariss, without even conmilting the president, decslded mat to ailx in.

Than Feobert Bubin: oow & hesad of Cltigroop, called a high officlial ar
Treasuzy. It was consistent for the man who, as Clinton Treascry secratacy,
arrangyec the ballout of MHexico te ask [or government fJelp in fhoring up the
credit rating of & cuscaEer Char owed his bank SHEOD milliam.

Agaln, oothing wWas done by che Buah assinlstration to intervens, Enron went
down the crain == but the capital markets survived, Many investors and enployees
l=azned £oe hard way that capltalism is a risky business, buc 1If che taxpayer
were to assume all such risk there would be ne market punishmenz for any
eanagamont Lnefficlency or cerruption.

A5 @ papd-zercying scandalmonger, [ am moves to ask; Woere's the scandal?
Democratle Repressntative Henry Waxman, afier eight years with his eyes tightly
akuk, appasently thinks it Scandalows that Buah's men -— at the flest call from
Hr. Lay -- did not promptly step In to save the company frzom the consequences of
the greed or précations of irs managearcs. Bush is thus damned for what he did not
da,

Byt at the same tinme, other scandalmongers are damning Bush for what he may
posaibly kave done -- such as getting briefed by anybody on his staff and
thersky "knowing,® oz by having taken political centributicns from today's
villain back when Lay was a Houaton hero.

The dezen or s& investigatisma may tucshn up socething %o embarrass the White
Houss, espectally if Bush pulls another "executive privilege™ when Congreas
wants facts, But the scandal I see in this corporate debacle is non-political;
ic's pretfessional.

This atfair shows the sccounting professicn all too often to be in bed with
the aldestr profession. Accounting standards have been frequently prostituted by
tha new Jrian Heeps: thess are executives in ever-merging firms afraid to
challenge “helr clients® phony numbere and sacret self-deallng bBecause chey
might lose fees iIn the lucrative consulting bualiness thlf run on the sida.

These re=icoount acocountancs seem to fargee thak ehe "p" in C.P.RA. moans
"puklle." The Big Five are silent about Andersengate because —hey are sagec to
baccme the 3ig Four by carving up thelr competitor's carcass. That'as why Lc's
sarder to find a major beapn-counter willing to condemn publicly the failurea of
Arthur Ande-sen & Co. Ehan to £ind a top Muslim cleric Hillinq to criticize
O=ans Bin Lades.

Alchough Andorsen sxecitives may Ty te cop a plea by ratting en the zlient
chey 2o supinely and prefitably snabled, they muat explain why, as the bigsesr
Dankruptcy in history loomed, their supervisoss were so sager Lo remind those
working =n cheo Enron accounkt teo destroy recozds.

Sali-dealingi essei-hidingy insider stock-dumping -- all these were
sgpposedly beyond the ken of an audit committes and leagal counsel blindly
ga_iant =n the ethics &nd standards of "prolessional”™ accountants. Ii's a
srandal, all right, and wrongdoers ahould pay in heavy civil damages i1f net jalil
sine.

But based 2n what we now know, lt's pot & polltizal acandal. Bush'a pecple,
fneluding former employess of consultants of Enren, did rlght by refusisng te
sail & campalgr contribeker cut of its mess at public expensze or by misleading
‘nvestoss. Texpayers should be graceful.

hetpt /fwaw. nyclnea. con
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Incdia Welcomes Terror Ban But Seeks Proof in AcCion

Indian officials ambraced a coenitment by Gen. Parver Musharraf, Pakistan's
military ruler, Aot to allew his country to be used a8 a base far tarrorise
attack=, bu- aaid that Indla would not scale back its military bulldup unless
fakistan foliowed the promize with deeds. Al

Fresident Buash r_:.l.e_:'h-nned tha leadera of both natlons Lo uEge theén To ASEE A&
peaceful resclutien, and both agreed to tey, offlcials said, Ad

Colombia Rebels to Wothdraw
The Revelutlionary BArmed Forces of Colorbia, Colonbia's largest rebel greup,
annsuncsd it would peacefully withdraw from five towns the government handed
cver in 1998 as a safe haven for peace talks, signaling & probable end to
negotiations. A3

lsraelis Criticiece Bulldozing

Mezkara of the coalition govermment eriticized the army for sending armored
bulldozers to desizoy a neighborhood of Palestinian sefugees in the Gaza Strip.
The arsy said that it acted to stop gunmen frea using houses as caver. AT

Two Arreats in Balfast Shooting
The police arrested two men in the slaying of a Catholic mailman in the
autakirts of Balfast. RS

Tuckey Seeks Aid
frime Hinister Bulent Ecevit of Turkey plans to vislt Washingten this wemak to
ask for help for his econony, kringing a last-minute offering: a 85 billion bank
hailout. P

HAT.OM CHALLEMGED Af=9

Crackdown on #abul Crime Begins With a Tough Task

Srarting today, acvtherlties in Kabul will reguire that owngrs register their
gun= in a crackdown en the afcermath of Talliban rule. But with as many as
100,000 armed, civilian disarmament 15 a huge task. Al

A Differant Sort of Detaines
Jury selection is te begin today in the trial of Wael Abdel Rahmen Kishk, an
Egyprian man detained on charges of falsifying documents and making & false
atatenent, Though prosecutors have no evidence connecting him te any tercorist
g=T8, 9-rong suspicions are a deiving farce bBehind the government's casa, AS

Trial Lawyersa' Motlives
Since Sepc. 11, treial lawyers have besen confounding their critics, offering fres
services and doclazing a pational meratorium on Lerrorism-related liability
suits. But some of thel:s traditiomal allies are asking whether what seess to be
publle service is really just public relations. AS

Castzo's Mod on Prisoners
Cwver {te own longstanding objections te an American presence, the governoent of
Fidel Castrs has publicly slgnaled its acceptance of the Bush
adminlstraction's imprisonment of suspected Al Qaeda membera at Ehe Guantanams
Bay baas, AE
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ATIOMAL ALD-113

Cemporats Kalgh Changes To hkettear Thallenge Bush

The Domcczatlc Party 1s expected to approve a canplote overhaul of the
prazidentza’ primary schedule in 2004 that party afficials say will ensure that
Demacrdte ara pofe compelltive with Presidesc Bush. Al

Bugh Chokes on Preiiel
Tae president fainted and fell off & couch after chowing on & proEzel while
watching foothall on television, the Hhite House physician Faid. All

Enron"s Cabiret Calls

Two cabiner members satd chey were not obligated to inform President Bush or the
public absut raguests for assistance from the Enfen Corporatisn last fall as Lt
hurtled toward bankrupkcy. Treasury Secretary Faul ©'Meill and Commesce
Secratary Donald L. Evans said they did nothlng to help Enron, the bankzupt
engrgy trading cosglomerate with ties to the administration. AlZ

The =ollapse of Encen is rippling slowly through iLts scunned hometown of
Foustern, whore 4,000 leocal employees lost thelr jabs. The cempany had been a
vital eivic dynamo. Al

AR Comson Dencminator
Amador RAnchendo=-Rascen, a goocery oWwnee in Shelbyville, Tenn., pleaded guilty in
fedaral court ln Chattanooga te acting as & middléman in what prosecutors
desczibe a® a conspiracy to supply Tyson Foods with mere than 2,000 illegal
workers and to provide the new arpivals with counterfeit documests. His stocy is
a familiar cne o those ko Bave studied the influx of Higplnicj s amal ]l Ecms
in =he Scutk ans Midwest, AL3

SCIENCESREALTH

Money Crisia for Madleald
The Lpsurance pragram for 44 millien lew=-income pecple is in a fiscal crisls,
prompeing atate legislatures te lock for waya to cur benefits and reduce
paymanta, Al

Lactose Intolerance Advance
Researchers have igentiflied the genstic basis of lactose intolesrance: the
inabllity of moat adults in the world to digeat the principal sugar En milk.
Mere than 3C millien Americans are prone te lactose intolerance. The finding may
lead to a more accurate test Ior the conditieon. Ald

HEW YORKM/REGION Bl=5, H

Tax haseascrs Are Accused OFf Taking Millisns in Bribes
A& grand jury la investigating accusaticns that asseassocra cut property tax bills

for the cwners of :tﬁacrapﬂrs. 4pn:tm¢n: houses, feciozies and warehouses in
Manhattan in return for milliens of dollars in bribes. al

Fighting Pelice Attritieon

in an sffort to stem the excdus of cfficers from the Hew York Pollice Deparcment,
Commissiconar Raymand W, Kelly i8 preparing te a3k the Legislature fo allow

of ficers reclirement baneflits whlle on the job. Al

Lawsuit Roiles Church
A legal dispute beitwean a pricat and a bishep bas roiled the congregation at
Graca Church in Marhattan and discomfited Episcopal clérgy members. Moce
Broadly, 1t has raised the lasue of where the line between religious and secular
autherity lies. El
Moeodisst CAses 24
BHETS £1-10

Ratching ElZie, Nervously
19
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Tehe guccesg of "CSeirnfeld™ has not been avspicicus for its co-stars who kave
tried thelir oWn gitSeme. "The Miehae. Blichards Show™ died after nine sapiacdes
ard Jascn Al=xander®s "Bokb Pacterson® lasted five, Mex: up ia “Waeching Ellle,”
starelng Julla Souis-Dieyfus as a lounge singer. But even before its premiere,
axme H3D emecutives are nervous about negative reactions and about Lts cosi,
esrimated T2 bo as much as 31.5 million an episcds. El

JBITUARIES Ag=17

Tyrus R. Yance
The sec-etary of state who resignad in protest over President Jimmy Carter's
dgoision to try a rilicary rescue of hostages in Izan, an action that he
copsidered 111 advised and futile, was B4. BE

Burten I. Edelson
The leader in satellite communications who helped start and oversee some of

HASA'S most populaz scilence progzems was T3, ar
BUSIHESS DAY Ci=10

Raythean Deal Expectad

L=3 Communlcations plams to announce khat it has ageeed to acguire & militacy
eguilpment schsidiary of Raytheon for §1.13 billion, beatlng ocut bigger rivals
Like Horthrop Grumsan and Bribish Ascfospace. Cl

Surge Reperted in Book Sales

Authers, editers and literary agents breathed a sigh of eelief as Barnes § Hoble
and Borders reported unexpectedly atzong sales In the holiday season, & sign of
recovery after months of dismal bock sales. c7

Whno Wanta to Be Miscaken
ABC executives acknowledged that they made major miscalculatlens in the last twn
y=ara that reselted In & surprisingly weak performance this televisien sasasan.
The network's maic mistake, an executive sajld, was develcplng an over-reliance
on "Who Wants to Be a Milliomalre,™ whick has lost much of its popularity. L |

Business Digest (nx }
SPORTSMONDAY O1=8
Begskins Eeach for Hew Coach

The Washington Redskins fired Coach Macky Schottenhelmer and cffered Sceve
Spurrier, the former University of Florida cocach, & multliyear contract worth 54
million to §5 million & WAL, !-Iﬁ'l:il:fnlI Football League sxecutives said. ol
ERITORIAL Ala=15

Fditoriels: A fallure to account; Spencer Abraham's dreas cas; billlon=-dellacs
girmlck.

Columns: Wolliam Safire and Bob Herbert.
Bridge EE

T Listings E10

Crossword 8

Weather Bl
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Premident Bush's chief of staff was told last fall of Enron Corp.'s reguest
fer gowvernment help before the glant energy cospany collapsed in the lacgest
Bankruptcy case ever in the United States, the administration said yestacday.

Comwerce Sectatary Donald L. Evans sajd he told White Heouse Chief of Staff
Andrzew H. Card Jr. about & =all he received from Enron Chaicman Kenneth L. Lay.
In the call, Lay expressed hopea that the gevernment would intervens with a
privaze =redit agonoy that was threatening to lower its rating on Enron's debt,
seriousaly jeopardizing the company's financial viability. Evans sald the
governnent did not intervens.

2t wan the fira: indicabtion that, at the tine, afficisls in thke White House
nad been infoarmed of Enron's desire for government inrervention. White Houge
spokesnen had sald Bush ‘and Vice Fresident Cheney did net learn of the
senversarlons until last week. White House press secretary Ari Flelscher had
gaid sn Thursday that "there's pohody here that I'm aware of" who was congdulted.

Evans said ae informed Card of the Oct. 29 conversation "several wasia®
later, when Enron waa negotlating a merger with Cynegy Inc.

“¥ith all the argelng and continuing activity at Enron and Dynegy, [ thought
the Whitce House ought te know, " Evans sald yesterday on NBC's "Meet the Presa.”
*"1 wag over there one day, and 1 stepped into Andy Card"s cffice and teld him
I1'd recaived this call. He simpply listened to me and sald, "Thank you very
mugh."' =

Evans said Card <did not pass the informaticon on to Bush. Although Evans said
he =alked re Bush in Heovember about Enron's plight, the cormerce secretary said
ke "pever talked o him about the fact that I had received a phone =all. "

Evans and Treasury Secracary Paul H. O'Heill both spoke with Lay last fall
about Enron's dire fipnapcial conditien. Lay had "six te sight™ convarsaticns
with Treasury Undersecrecary Peter Fisher, who was asked to call Emron's lenders
about extending the firm's credikt.

Treasury officials sald they talked teo lendera about the likely Lmpact of an
Enron sellapse bubk did not request any actlion. Former Clinton treasury secretary
Hobers E. Rubin telephoned Tiaher abeut intervening with the bond-=zating agency.

Znran's collapse and Dec. 2 baakeuptey [L1ing wiped sut the pensions and
gavings of thousands of workers. The Justice Departmant opened a criminal
investigatien inte the collapse, and several congresslional committees ace
investigating. The company's auditsr, Arthur Andersen, is under investigatl
fer destroying thousands of records related to Encon,

Time magazina reported yesterday that Andersen ordered smployees in am Oot,
i2 mamo to desteoy all Enron audit meterial except the most baslc "work papers.”

Fyans alss said that he has talked about Enron with Lawrence B. Lindsey,
Bush's sop econcnic adviser and a former Encon conscltant, and with Cazd deputy
Jashua Bolten "from time to 2ime." Bue Commerca spokezman Jim Dyke said Ewvans
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cid net nantion Lay's phooe call to Lhem.

Sen, Jeseph 1. Lieberman (D=Conn.), caalrman of the Govesnmental Affairs
Coamittes, aaid his panel's fpvestigatien lnto Eneon's collapae would alss Leok
4= ERp administratiorn's Actions.

e kngw that M. Lay and ocher executives of Encon were righs in the middles
cf the formuieticn of zhe Bush administration enecgy policy and energy

sppoirtments that ware made, " Liokernmon sald an CES's "Face the Nation. "But we
dor 's know ensuzh to know whether any of that influence in any way stopped the
adainlacrasion o agenc.as of cur federal government from protectlng average
snazekelders who lest tkeir lile savings when Enren collapsad.®

Aur Evans said it would have been an “"eqregicus abuse of the offi=e" far Rim
te have acied.

O'Heill, appearing on "Fox News Sunday, " sald it was Enron's duty Lo alect
sharenolders and omployees to the conditicn of the company and "not a federal
goyarnment responsibility." O'MNeill said the collapse was not surssialog.

f*Companies come and §o," he salid. "Part of the genius of capicalism is

prople get to make good declsions or bad decisiens, and they get to pay the
consequenced of Lo enjey the frults of thelr decisleona.”®
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Ar important lesson for mega-contributors sesms to be emerging from tha
stil . =develoging 1faffaicre Enron: Momey can't buy you lowve.
Tne unfortunate company, though merelly ahafring itas leyal employess, wWas
agthing Af net gencerous to politicians, especially to the Bush folks. In the

2000 sleccion cycle,;, Earon gave § 2. 44 million im a&ll, & 1.76 million ta
Freasident Bush and his fellow Republicans.

Sure, the company wWas sald to have gotten its friends placed in key
goverrment places. Bur when push came te showve, when the great shell of Enron
wad sinking, when & lifeline was desperately needed, where were their frisnds in

che Dush admipistration?

Chai=man ¥ernets L. Lay,. whom the president himself had honored with the
nickname "Henny Boy," called Commerce Sscretary Donald L. Evans and Treasury
Secretary Paul He 0'Helll and got, as far as we koow, nothifng.

fill that money, all *hose fundralsers, all that tedioua hobnoboing, and for
what? The money made sure Lay could pick up the phone and Cabinet people would
be aon the other end. Bot a9 what?
£
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It™E Lay as Shakespear="s Owen Glendower in "Henry IV, Part 1. *L can
sunron splzits fzom the waaty deep,” Glendowar Brage to young Hotspur.

"Well, so can [, or 3o can any man, " the unimpressed Hetspur cracks. "But do
they came When you de call chem?"

Alas.

Hext time someone from the Bush administration yammers about the huge
financial hit he is taking because of govermnment service., point out cha fumber
af Lop cEficlals Wwho have done well by doing good. Az is eften reporced, there
werg seavaral top officlials who were forced by ethics rules ko sell Enzon stock
back when it was #till worth samething.

And Vice President Cheney, a former head of Halliburton Co., was ferced ta
sell his shares of ateck Lin that company. He finished the sell-off in Cecember

2000, during the transitlion. That was when i1 traded for about § 40 a share.
Frriday it closed at 5§ 10.93.

Last wogk was a pretty good cne for Washington attorney John G. Aobearts Jr..
Bush's nominee for a soat on the U.5. Court of Appeals here. Mo, neitker he nor
fellow D.C. federal appealz court nomines Miguel A, Estrada get & gresn light
fram the Senate Judiclary Ccmmittee for a hearing on their pominaticons pending
since sprimg.

But Roberts, a former deputy saliciter general, did win a blg Suprene Couzt
ruling for Teyora char reduced the scope of the Americans With Disabilicies Ack.

Working to underout workers' rights lLikely woen't win crganized labor votes,
but tha fact that [t was a4 9 to 0 ruling written by Justice Sandra Day O'Connorg
may sake out =sane af che scing.

Much more helpfully. Roberts, a former clerk for Chief Justiece Willliam H.
Bennguist, last week mrgued a high court case for the envires, The case pitted
homeowners and developers against Lake Takoe planning authorities, who wanted to
put a marato=ium on develepment in the lake area.

The usual suspects toox up sides: the property rights folks, the HMational
Associatlan of Home Bullders, the American Farm Buread, the Paclfle Lagal
Foundation and the Washingten Legal Foundation againat the moraterium; the
Haticnal Muduabon Soeelety, the Harural Bossurees Defense Council. the Matisnal
Wildlife Federatica and the Sierra Club for the halt to development.

Aoberts was jained by Solieitor General Thesdsss H., Olasn in arsuing Sor the
moratorium,

But Roperrs, accerding to those present, mlssed a key opportunicy: He failaed
te paifnc SUL the gimilaritiss between Lake Tahoe and the mven more beaut ! ful,
more spectacular, Lake Champlalin, conveniently lecated in Vermont, home of
Senate Judiciazy Cemmitoves Chalrman Patrieck J. Leahy (D).

Maanwhile, wags have taken te calling Esetrada the "Sonla Sciomayor of his
generation, ™ reminding people of the GOP-controlled Senate’s stall of
emen-Fresident Bill Cliaron's momination of federal Judge Sonia Sotomayor to an
appeals cours.

Republteans feared the Hispanic Sotomayor would then be on a fast-track to
the Suprenes. MNow some Defocrarcs worry about putting the staunchly consesvative

n
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Estrada, alse Rlapanle:, on to a similar iadunching ceourt.

Paul Hoffcan, [ormer Wyoming state directer for then-Rep. Richard H. Cheney
and more résently executive diroctor of the Cody County Chamber of Coameree in
Poay, WyS., fas Desn named deputy assistant secretary of the inrerier for fish,
wildiafe and parks.

Ar pne Securicies and Exchange Commission, Chalrman Hazvay L. Pitt lasr weel
paafes up and reorganized kis pobliic affairs and legislative cperations. Casay
Carter; who nad pesan acking director af the DEfice of Congressional and
Intergoversmental Affalra, wlll head the repamed COffice of legislative Affalzrs.

Chelarl Harianm, longkime repeortar, f[ormer Senate banking cormittes
spokeswoman and, more recently, director of external affalcs at the Federal
Erargency Hanagement Agency, has been named director of the S2C's Qfflce of
fuplic Affaira, formarly Enewn as tho Offles af Publiz Affalrpa, Palis
Evaluation and Bassarch. Hichasl W, Rogers was pamsd chree ponths ago to head
that affice.
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HEADLINE: ENROH'S COLLAPEE;
hudacious Climb to Success Ended in & Dizzying Flunge

BYLINE: Dy BEURT EICHENWALD
BOTY

st lemns ago. the Enrgn Corporation's name was part of the lexicon of
corporate and polltical power. The company®s contacts and influence La the Whito

Ecuse and Congress bred envy zmong competitors. It was a driving force behind a
radical shifE ln Ene nation's erergy policy, anc lts fortune sesmed guarancesd
for vyears.

But im & matter 4f wWeeks, LAron has besn transforsed inte shofthand foc a
corporase scandal, o0& chat has engulfed company eXecucives and Wall Streest
accountants, raised guestieona for politlicians and requlazors in Washingoon, and
cost esploycas and cther sharsholders tens of bllliens of dellars as tha company
tumbled fnce bankruptosy protectlion.

Tet cuch abaut Zaron -- Rhow the business operated and how it failed == has
recalned largely unknown., How could Rmerica's seventh-biggest corparatich, run
ang staffed by S0 papy Smart pesple, evaporate virtually overnight? Who geot rich
of f the e=als that eventually erippled the company, lesawving thousarnds suffering?
#as this dowafall the result of crime or spectacular blunders?

Asd Fipmally, wha in ipdustry and goverfment xnew what, and when?

Compesitors and analyaca sajd the ulcimace cause of Encon's brutal collapse
M
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a8 & culturs of gresd and arrogance that bred excessive sgorecy. As same of the
::npan?*1 secretd began £o Be revealed last fall == acunning Wall Stceoet wichk
tales of mysterlcus partnecships that had been used to pretiy up ERfon's books
-- thea s@=age was set for disastar.

Khispers in the energy markets and the corpany's growing financlal weakness
sac off 4 swlft loas of confidence among traders and bankers. Sources of
financing evaporated, & mecger deal collapsed and, finally, Enron hobbled inte
casksdpbey court. Az creditocs quasrel owver its remains, investigatora in
~engress, ths Justice Deparcmen:t and the Securities and Exchange Coamission ace
Jemaraing ARaWeErs .

Enron axesutives had hoped to make the company a new model fer American
ipcustey, Ard indeasd, the tale of the company's rapid rise and asteniahing
collapse will bo studied for years -- bhat as an abject lesson in the dangecs of
gelying an fipancial juggling for big profits, and the hazards of a businesa
tHat corporate executives and directors, Wall 5treest analysts and government
:qgu;ancrs barely undersztosd.

"The woods were [llled with smart people at Enron, but there were zeally no
wise pesnle, er pecple who could aay "this iz enocugh, * " said John Olasas, a
vetoran energy lndustsy analyst with the investment ficm Sanders Morzls Harcrls.
"Glvar an adrenaline-drlven culture, given an obsession with 1% percent a year
gr Estter sarnifigs groweh, you had Enis situatien davelop wheare Faron was set Lo
Estgataglze. "

Transiorming Itsalf
A Company Thrives, Then Pays the Price
e scarted ln the heacy taksover days ol the 13E0's.

After his pipeline coopany, Houston Hatucal Gas, successiully fended off a
Froatile rakeover, Kenneth L. Lay, a onetliss naval officer with a doctorate in
econonics, realirzed that the key te the company's survival was te sake itself
tee bilg te dovour.

S0 An 188% Mr. Lay orchestrated the sale of his company to one of the largesc
pipeline conpanles 1n the world, IToternorth of Mebraska. The merged company,
wath Mr. Lay in Zhazge, annsunced plans o chance its name Eo Entezon -- until
company executives “esarned chat thig was aldo anoscher word for the digestive
rsa=t, Szmepne atruck a4 few letters out of the rew name, and Enron WAS Barn.

Tka pogpany,. wlth headgoacters in Mouston, faced enormous challenges. Beyond
ceing sadd_ed with huge debsts arought on by the merger, Enton wWas in a roogher,
dersgulated mnarketplace,

tnzen decided to transtorm itself, Mo lenger would it simply be in the
pusiness of moving and selling gass instead, it would become part of the
cumnsodities-trading world, buying and selling electricity and natuzal gos as LE
they wore pork belly futures.

I'e accasnp! iah che Tranaformatian, Mr,. Lay nad aa hlia protege Jeffray K.
Ski.ling, a consultant with McKinsay & Company. Mr. Skilling brought & naw
Ayrasle to the once-staild buslnesa. Mr. Skilllng waa able to undoratand how the
MarioLd cou.d be used to liberate Enrom from Lts reliance on the old world of
hardd ASSWTE.

Business bocmed, and in 1990 Mr. Skilling left McKinsey fo run the Enron
Finance Corparation, a glwvision that the growing company had creaved just for

bedin.

By 1935, Enron had become tEhe biggest particlpant in the natural gas
budlness, controlling cpe—Ififth of the Horth Amezican market. In 1997, Mr.
Shilllrg war named presidont and chlel operating officer af Encon.

Things tosk off from there. Idsas that rmade millicns in one commpdity, the
Er=on oxscutlvas reasoned, could work egually well with any other. Eleckricity,
&5
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wood palp, ateel, EOVeTTLELNG Cime o8 EelaVision, insucance agairnar e-adit
dafaults —- all Decane fodder for the rapldly growing Earon finance and trading
erpire. Shifting nhe bulk cof its trading te the Intesnet, Enroq was widely
recognizes 48 the biggest e-commerce company in the world =- and =arcied a
bubbie=-pra otock price to match. At ics peak, Enrop had annual revenues of more
than S109 Hillien, and seployed more bthan 20,000 paople.

%o, Skilling, dizzy with the proflts that acorued as Enroa moved imTo One new
trading market afrer anothers, wWanted to rid the company af all its harg asaets,
25t cther execur_wes pressed forward with plans to give Enzon a global reach. It
bailt power plants acsund the glebe. It decided to beccme a force in the global
wates bBaslaeas. On the rrading side., it aplashed ika way irte the trendy mackot
fer niga-speed data and Internat CApACity.

Ale told, these afforis repressnted a collective investment of more than S0
B_llion;, bus they were producing next te nathing §n retusns.

But few ol Enrzon's problems wers evident to the cespany's supporters or Wall
Strest. Through Enron's chief financial cofficer, Andrew 5. Fastow, the company
set up a geries of limited packtnecsships, crganized In such a way thasz, by
sorpany ededutives' recksning, they could be troated as separake entities. It
was ilke & maglc Tinancial elixir that provided the answers to many of Enron's
growing probplems: if thers weze any aszets of debts on the books that the
conpany did pet wont, they could simply be shed te the partnerships.

But the partnerships ware the polson that would finmally be the company's
urdoing. Last fall, a=z Enron'a acock was falling, its auvditors, Reokhur Rodersen,
gald that some of the partnerships had to be treated as part of Enron; cembining
ther with the company wipesd out more than 51 bBillion in stockholders' equity and
contriboted to a JB1E million third-quarter loss.

Wall Strest, long ccmplacant, by now waa domanding angwera about the
partnecships. The Securitles and Exchange Cemmission cpened a formal
inveatigation. Each time Enron seemed to have provided ewery answer, a new
surprise poppec out. The markets for the company's stocks and bonds plummaeted,
telggecing even moze flnanclal demands on Enron, including the acceleration of
payment terms on some debt.

By mid-Noavember, the company had revised ita third-guarter saznings downward
agaLin, =his time adding Ehat, becsuse of the debt terms, it might have to make a
€50 million payment Zn the coming week. The next day, the company disclosed
that the financial preblems might trigger a cequirerent to Ilnmediately cepay §4
Billion. A delicate cCance to sell ltself 1o an archeompetitor, Oynegy, fTell
apart amid accusations of deceit.

Witk the market shaken. ofther energy traders began Ts shun Enron, for fear of
Eeing caugnat up in the company's collapse.

On Dec., &, Enron filed for bankruptcocy protection. Its dreams of greatnessa
WaEe oWar,

A Thanged HMarket
An Energy Middleman Croaces Tta Own Niche

Enron was not merely the largest player in the natien’s derequlated snergy
markets, It helped =csate them.

The =zadirg of natural gas andg elestrlcizy used to be tightly regulated.
Ueillciea bullt power plants under the guidarce of state officials and chazged
cares tmat allowed them to recover Ehelr sosta plus & profit. 1t was & sonopoly
aystem that prosoted stability but alsc inefficiency. On the natural gas alde,
interatate pipelines, Lncludisng those owned by Enron, transported gas from
praducacs to wtllicies and sther consumars at sok prices along fixed delivery
Foutes.

But aiter oll prices o lapsed in the mid-l980%s, many users of natural gas
switchea to cheaper fuel eil, and Enron, led by Mr. Lay, helpad convince fadecal
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requlators that pipslines would falver unless they were froed to shop for
sustamers and for the best deals from producers. Onca the markes bagan ta apen
up, 748 prices bagan o fluetuate wildly. Encen stepped in with new prodiects
Ehat alicowad custofars to lock up long-term gas supplies at ztable prices --
w_th Enron taking a cut.

By the 1950's, the lederal government waa almilarly spasding the Seregulation
of wholeszle a_ectricity markets, an effer:t strongly backed by Enronm and ocher
erecgy conpandes. New, .adependent power producers were free to build plants and
sel . poser, and an ever=growing amount of uluct:icity was eraded amcong
a=t-itvkes, unregeoatad Fowes generators and power mirhﬁtlng companies.

Enccn moved aggressively, sssking o gain the biggest shares of trading in
chese new and Jast-growing narkets == Lining up aupply contracts te buy power
and zas whils at the same timpe cutting deals to ssll the energy to customers,
pfien over the long term.

Analysts estimate that at its peak Enron accounted for about onm-guarter of
the nation"a energy crading =- not producing much energy itself, but s=pwing
mzazly a5 a middleman.

More significantly, Enron dominates the trading of fipanclal certracets, or
derivatives, based on the wvalue of gas and electricity Eraded at physical "huks™
argufd the Ratisn, At scae hubs, rival snergy ccaders say, Enron accounted for a
such higher percentage of trading of sone products, glving it enormous influence
in the pazketplace,

Wast remaing a peint of contentlen is how Ebzon used ita power. The company
always raintained that it took only small prafits &a individieal trades, and
thstead made naney by packaging and arranging comples deals for castomers.

Bur in the wake of its collapse, to many investors Enron appeared more like a
giant energy hedge fund, making bels on energy prices. Last year Californias
efficials went Further, accusing Enron, and other pewer Lraders, of prefltlisg oy
nanipuleting prices there and driving up elestrlelty coszes by billions of
dollars in late 2000 and early 2001. (California's deeply flawed deregulation
scheme played a large role in the price spikes, as the state had not bullr a
major powsr plant in a decade.]

Enzon Senisd any wrongdoing in California,. Bub in securitles filings lase
year. ths company acknowledged that its encrmous galns in enargy-trading peofits
e partly due to ovarall higher natural gas pricea == yhich had soazed alnnq
with the price of electricity, as gas Is an leportant fuel uvsed for generating
porer —- ard price yolasilis=y,

The company’'s crliics cbserve that while energy prices were risirng, Encon was
riding high, but that it begar to falrter this sumer -- whan prices for
s.eciricity and gas collapsed. It may not be 4 codaclidence, thay say, that
fnron's house af cazds tumbled a2t the same time energy coaks sha:zply retreaced,
and thosa pzoflts wWwere no longer able to mask severe problema ac che company.

flarms Unraised
Limized Cversight And a "Black Hole®

Flying high aiter being unshackled froo regulatlen, Enren crashed quickly
last fall afrer a series of revelaticns about its bookkeeping practices -- in
particular, concealing huge chunks of debt by transferring them into atill-nurky
perznezships.

By pesueing the debt en ics books, che campany looked healthier and its
prosits looked more robust, even as the resultsa of kté trading operatieans and
energy sales were f_agging. Stack analysta and skaresholders could breaths
agejer, a8 could credlc rating agencies like Stardard & Foor's and Hﬂudy';
Irvestors Service, wnlch assess a comEpany's health for lenders,

But withdin weeks, the company found Ztself in bankraotoy, undes investigatlion
amg the target of lawsuits from burned investors and former trading pazstners.

)
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Hany oguest_ons remain dnanswered, but onwe thing is certain: As a result of
Enren's succassful lobbying., Washlngron was largely out of the busineas of
rezulating these products the company solsd.

IE the regulaters in Waskingbon wers aslesp, it was because the company had
made their beds and torned off the lights. The company's financlal successesn
weee ifi 08 Small parc the byprodast of its political and regulacacy campaigns to
dersgulate the markerplace. 1T created what che executive last yoar referred to
as a “"regu-oacery black hkole.®

Bur thars wors still traditional corporate sachkanisms and instituclens ia
plaze tfkat shoald kave raised alarms and kept executives in check.

"The facr that thinge declined 2o fast strongly suggssts & breskdown of basic
corparate governance,™ said David Buder, a former chairman of the Securitises and
Exchangs Coemission who twaches at Northwastersn University Schocl af Law.

Audators who had pultiple and potentlally confllietimg ralea did not ralae
alarms aboub inpraper finafcial statements. Directors did net closely guestieon
management and the accauntants and thes failed te ferrat out the aseésunting
Lr:nqulﬂr;:les. Lawyors set up partnerships that concmaled the true financial
pligac cf che company. Fatings agancies yvielded to the entreaties of mARAGamEnt
and only reluctantly downgraded crediz ratings. And some Hall Strest analyscs
Like Davig Fielscher of Goldman Tachs continually recommended the stock, even as
b plummated.

Expeactas said the newness of Encon's trading preducts and technigues might
have ulvimazely confounded executives and avditors who were suppssed to
suparvise thes anterpriss,

“This appears to bBe & board that, like pthe: companiea that have gotten inte
trouble, wad composed of pedple intesested in selidifying relationships zather
rhan meaningful review ard aversight,™ said James B. Cox, an authority on
corporate law and accounting at Duke University School of Law.

For all the blaes now beling asslgned, Professor Cox and other expsrts say the
biggest fallure -- at least bassd on what has become public so far =-- appears Lo
rest with the company's auditers, Arthur Andersen,

It appeoazed that the accounting ficm was reviewing & financial product which
they didn"t undarscand, ™ Professor Cowx sald.

Khilea Andersan exegutives have sald that they were misled by their client,
Mr. Cox and other sxperts maid that auditors had ta be ajgressive in guestioning
management .

"Trke job of the auditers is to ask toogh questions and not to just blichaly
gely on what they hear from the execubives, ™ sald Jeel Seligman, dean of the
Washlngton University School of Law.

With the discleosgire last weelk that Andersen enployees had Sestroyed large
nurbers of documents related te the firm's augits of Encen, investigators will
be alping many of their toughes: queations at the accountants.

AR

i
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sk Connectliah
aancial Bonds Ans New Questions

Beginning in =he saply 2930's, Efren pursded its campaigns for enacgy
dezegulation by hicing dozens of Washington's most Influential leobbylsts and
saawaring Demcorats and Republicans en Capitol HiIll with large campalgn
coRCEiburions.

But Znron anc ita chalicnan, M. Ley, forged their deepest financial bonds

with =we prosldeats: George H, W, Bush ard, mere recently, hia son Goerge W.
Buati,
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Mz. Loy was one of the leading centributors and fund-raisers fo: the pldes
Mr, Bysab, “n 1231, ho served as chairman of the Republican Matlena® Canvenclen,
which Was held in Houston, 4and he 24kt with Mo, Bush in =he presidential box Ehac
waek,

When Mz, Sush's son ran {or preajdent, Mr. Lay was one of his 214 so-called
Fianears, whe aach raised at least 5100,000 for che campalgn. Mr. Lay was alsoc a
Lransic.on savises to Mr. Bush oftor the disputed electien in 2000,

By Ehe Time Hr. Jush was Loaugurated Lln January 2301, Enron ang a number of
it axesutlves, including Hr. Lay, had contributed moce money to Mr. Bush over
Eis political carser chan anyene alse, an amount exceeding 5550,008. Enrcon bhen
srote a check fox 3100,300 for Mr. Bush's inaugural cosmittee, and Mr. lay addesd
anezhar 104,000,

Last winter, the perennial questions about access given to large campnign
contributors wWere asked about Enren. M. lay had walghed in on pominees to the
Faderal Efsrgy Reculatory Commisaien, supplying Hr. Busk's chief paraannel
adviges with 4 list af grefesred candidates.

And Qurtis L. Hebert Jr., chairman of the commission until last August, said
ke Ead an unsetbling conversation with Mr. Lay las: winter in which M=, Lay
pffezed him a deal: If he changed Ris views on slectricity decegulatlen, Earen
wWrald cortinud to support him in his job. *I was offended,” Mr. Hebsrt =aid.

Mr. Lay sald at the time that he had no sway over Hr. Hebert®s job prospects,
and that "the final decision on this was going to be tho presiden='s, certairly
not ours. ™

After Lhe ferroclst attacks of Bept. 11, thece was almost no discussieos in
Waahlngran absue Efsan's connecticna o the White House. Even in the wesks
betore the company filed for bankruptey in December, Demesrats stood by tha
president in the war en terrorism and said little sbout the company's ties to
tke 3ush againistratien.

But four Jangressional inguiries were begun afcer Lb was revealed that Ay
employess o8t thelr life savings when Enron's stock collapsed, but executives
ware able to cash our millions of dollars 4n atock.

The Enror issue finally hit the White House last week after the
adminiscrasion ackrowledjed that Enron executives had six mectings last year
with adeinistrazien officiels, including Vice President Dick Chaney.

The Justice Depertnent announced that it was cpening a criminal investigation
af Thée enecdy company's collapse, lnsluding whether it Rad defrauded investors
oy daliberarely concealing information about its finances. Atzorney Cenaral John
Ashorcft and his chief of staff recused themselves from the inguiry because Mr,
Lay and Enzon had centributed more than 550,000 to Mr. Ashocreft's 2000
gxpAatarisal campaign.

Hope ciaclodures followsd. On Thursday., the White House disclosed that Mr,
Lay had called twe of Mr. Bush's cabinst officers -- Treasury Secretary Faul H,
O'Haill and Cesmerca Secratary Denald L. Evans -- befere the company filed for
barkrupzcy. Mr. Evans said Mr. Lay had sought government help with its dire
financiel zonditiom. And on Friday, the admi=zistsacian said that Pa=e= B.
Fisher, an under secretary of the Troasury, was centécted repeatedly lase fall
by Earsr’s president, Greg Whalley, for help arranging bank loans. President
Bil. Clinton's treasury secretary, Rober: E. Rubln, now a bep exstutive at
Citigorp, eone of Enren's chief lenders, alao called Mr. Fisher.

Azi Fleischer, the White House press secretary, described che contaces with
Eae two gablnet efficers as "a case where & contributor callesd up and asked for
scmathing out did not got it.™ HMe. Fisher alse did not intervene on the
fc@pany s Behalf. Mr, Bush hinself has said he newer discussed Enron's troublas
with the cacine: mesbers or Mz, Lay,

Depocrats are mager to gquescion He. Lay at Congzessional nearings this month
Fal
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and turnm 9p the heat on the White Houra. Republlecan atrategists ace worried *hat
there night bo more revalasicns.

"I'm vary worried that we have not gotten to the end of the enion skin hare,
there's more to peel back,” a longtime Republicen strateglac said, "I'm
goncermed this will distract the White House “rem its domestic agenda,®

The Human Cest
Lzssas Aprcad, Devastazian at Home

Enron’s collapse has been telt far from Washington as well. In Japan, the
company s woes triggered Bllliens of dollars of withdrawals frem meney market
funds that kad invested heavily in Enron stock. In India, a deal te sell a hoge
power plant thar waz built as part of the cocpany's expanding overseas empice
has fallen apart, Enron's eénergy customers in the Uaited States Rave had to
soramble to flod new suppliera.

But it is the lost jobs ang lost rerirement savings that have puc a human
face an the collapss.

In Houston, more than 4,000 Encron workers wece set adrift im a leesal job
markat that has alsec experierced laypfls by two of the city's cther largest
employwrs, Continental Adrlines and Compag Computes.

Out of & jeb or still working, many Encon employges -- ard many petirses ==
have gaen thelr rerlrement savings plans, which wers overinvested in Enron
atock, plummet in value as the stock price has plunged to near nothing.

Charles Prestwood, an Enron retiree Erom Conroe, Tex., told the Seoate
comnerce Cormittee last ‘month that he lost nearly 51.3 million in savings.

"We, the rank and file, got burned," Mr. Prostwood faid. "I thought that
pecple had to treak us honestiy and deal falrly with us. In my neck of the
woods, what happened is not righc.™

Though the eapleyees" and retirees' situation bears some comparison to that
oL the investors who chased other kinds of Interast fairy dust == ps one
cenplained about retirement furds being overinvested in Enron scock when (t was
at 530 & shaze -- it has prompted calls for legislatieon te change the rulsas
governing retirement plans. On Thursday, Fresident Bush insrrucced his sconomic
team to develop a plan to protect retirement accouncs from skimilas carporate
faiures,

Steve Berman, & lawyer in Ssactle who has filed a class-actinn suit agalnat
Znron feprfefeniing pany emnployess and other investors, =aid he knew of at leask
14,000 employees who participated in the coopany's 421 (k) stock plan. Many
thousands of others will also probably be affected, he said, as public iyvestors
in Enron stock,

Mr, Serman said many of his elients worked for, or invested in, old energy
sampanies that were then bought by Enton. "They thought they had a safs, securs,
boring investment theat thay could rekires on or pass on To Thelr kidog;™ he =mald.

Ha has clients who have les= 5400,000 to 53 million in the eollapse, ks said.
"That's significant because i tells you that these are people who were sarning
4 lot of cash, thus probably at the midpoint or rear the end of their rares=s.
Wow, on the werge of cetirement, they're left with nothing.”™

Lara Leibman, 3i, ol Houston whe lost Rer job In governmental affairs at
Enror after four and a half years, said today she was wavering between sorrcow
and anger.

"I: waa & dynamic, exciting place Lo work, and pecple there would let yoo try
new thirgs,™ she said. "Pecple cen complain about the corporate culture at

Enron, but That cowan't repressnt -he employes culturs, che thougsands pf
wonderfc. people who worked there.®
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"There's an cverwhelming sadress about the way Encos has destroyed ss many
l-ves,” Ma. le bman said, "I krow peopla who worked chere 20 years and they've
133t averyehing.™

M=. Leibman aaid she @as parcleularly Sroubled &y cecent disclaosures about
che destrustien af recerds By the firm's accountants. and retenticn bonuses of
g o 53 mililon pald to high=-rarking executives shoetly bBefore the company went
Bankeapt.

“it's baginning to sound Ilke & wohn Grisham novel,™ she sald.

ketp: /Awwe, nytimes, com

GRAPAIC: Photo: Menneth L. Lay, the chairman and chisf executlive of the Encon
Corpogration. [hgence Frapce-Frosae) ipg. 27)

~hact: "How Znion Fell®™

Far a decade, Earen and irts chisf executive, Henneth L. Lay, were powarful
forces behind Washirngtan's deregulation of the natlon's enorgy markets. Buk as
froclems began to aurface at the company, it was unable to use les iofluence to
save itself, As investlgators delve intoe Enron's colldapse, gquestions are being
ratsad about what senlor executlves, directars and goverrmnent officlals kaew of

Ear company's woes.
1 == Growing Influsnce

EARLY ALLGUST 2000
Califoarnia energy ahortage causea sporadic blackouts; prices scar. Epnron is
ultimataly accused of belngy cne of the culprits in the energy crisis.

BM. 29, 2001
George W. Bush 14 sworn in as president. Enzen and Xenneth L. Lay, Enccn's chief

execucive, mach coatrlbute 5120,080 to help pay for the iraugural avents.

fES. 22
¥r. Lay ang other Inron officlals meet with Vice President Dick Cheney's anasrgy

tesk force at the White Eouse,

HARCH 7
Mr. Lay and other Enron officlala meeét agair with the onergy task force ataff,

ASRIL 17
Mr. Lay and other Baron officials meet wich Me. Cheney,

HAY 17
The snargy task [orce Lasues LEts repork, which eddorses many bet not all
orepasala [avored oy Enron.

2 == Insldes Trading

Fennmaktn L. Lay

CRiaf® axesvtive

Soid: 627,020 sharea in small blocka
Dates: Nov. 1, 2000, to July 31, 2001

Jeflirey K. Skilling
Former chiel executive
Sold: 500,0C0
Cata: Sept.l17. 2001

lim Derrick

Seageral counsel

Told: 160,000

Dates: June & bta June 15, 2001

wau el
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Chisf axecutive of NewPower hc:dlnqt, an Enroa unit
Bold: 7.1 mililion
Datea: May LB o Juna 7. 2041

Ran FAice
Thigf execufive of Broadband Sesvices

Sold: 3IEE, 000
Satar July 13, 2001

i =« Appodals for Help and a Wnite Enigh=

AldE. 14, 2301
oriiy sik months after becoming chief executive, Jeffrey K. Skilliag resians. He
iy succeeded by Me. Lay.

OCT. 16
Erran reports a third-guarter loss of $€19 million.

LT, 17
Errcn zeduses sharehalder eqilty by 1.2 billion ko acocount for cransdctions
invclving limited partherships controlled by Andrew 5. Fastow, the company's
ehiefl financia. offifar.

Tha company freezes the asseta in its 401(k) retirementc pian to allow for

administrative changes, Gy the time employess can sell shares, the stock has
collapsed.

oCT. 22

Inran discloses that the Securities and Exchange Commissiocn has opened an
inguicy inte the limized partnecshipa.

acrt. I3
Me. Lay reassures Lnvesators in a conferonce call.

ocT. 24
Hr. Fastow 18 Sorced ouk.

OCT. 26
Mr. Lay calls the Federal Feserve chalirman, Alan Gresnnspan, abeut Enren's
probolemrs.

T. 28
Mr. Lay talks to Paul H, O'Me:ll, the Treasury seczerary. Secretacy O'Meill asks
iirder Secretary Feter R, Fishar =o look into the condicion of Enron. Hr. Fisher
zaiks with Sreg Whalley, Enren’s president, six to elght times over thke nexs fow
days. Acgording to Hr. Flshers, He. Whalley hints that he would like Mr. Fisker

o call BEnoron's creditors ard 23« them o axtend Enron’s credit. Mr. Sisher saild
he cade ne suach calls.

oCT. 2%

Azccrding to Commerce Jecretacy Donald L. Evanz, Mr. Lay calls to request help,
particudarly with an lEpendlng credit zating review by Moody's Investors
Service. Seczebary Evans sald he did nothirg. Hoody's downgradss Encon's ratiag.

B, 3
According Bc Sscretary O'Maill, Mr. Lay in a phone pall draws a parallel betwsan
Earon's proclema and these of Long Term Capltal, the glant hedge fund the
goverrment helped rescue in 1908,

Enron adrlis that It cverstated profits for the previous {ive years by 5536
miloion.

nHyv. 0
Dyregy egro=3 B¢ Buy Efror for ghoupt 59 billion:

4 == The Merzer Falls, Enron Collapssa
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HY . 28
Tha pergec &ith Dynegy coellaposes,

LATE KOV,

Just days before Lt filles for bankrupkey and lays aff 4,000 eoployess, Enzan
pays £55 million in retention bBonuses to about 500 employess, with 11 exocutives
recaiving betwean 500,000 ta 25 million each.

HAL, 29
The 5.E.C, investlgatlon expands to Iinclude Arthur Andersen, Enron's augiting
firn.

nEE, 2
Tnron declar&s Dankruptey, but i1t® stock concinuses £o BE traded.

DEC. i#

Jodeph . Berarding, chisf executlve of Arthur Andersean, tesrifies bBefore Con
2digress, saying Enton might have wvilclated securlties laws.

=Ah. 10, 2002

Arthur Rndecsen discloses that Lt descroyed Earon dacuments in .Eg-pl;-am]::g[i.
Dctooer and kovembar,

(Fources; Blocomberg Financial Markets; Court Decuments) (p@. £61]

srapn tracking Enron'a stock price and when inalders saold some cf chelr ahares
of sieock, since August 2000. (pg. 26)
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HERDLINE: EHROH'S COLLAFPSE:
Treasury Official's Ties Led to Calls About Frebless Invelving Enren

BYLINE: By RICHARD W. STEVENZON
DRETELIME: WREHINGTOY, Jan. 12
BODY

A3 a4 Ceamacrat, Peter H. Fisher; the undersecretary of the Troasury for
degestie firance, is & rarlty in the Bush adeinistration. 3ut in an
administration that ia neticeably light on coanections teo and expertiss in the
financial markecs, he ia parhapa aven more natable for having extensive and
leng-standing ties =5 Wall Strest and the banking system.

ft was Mr. Fisher's abilisy =» gathez facts, analysis and rumer from within
the Efinancial asystem, deawn from his years of experience in & similar poaltion
at the Federal Aeserve Bank of Mew Yors, that led Treasury Secretary Faul H.
O'Meill te ask him last fall to check on how big a problem Lt would be LE the
Enran Coerporation were to go bankrupk.

T was his cole gs the admipisrration®s liaison to =he marketrs that Llad
Bobect E. Husin, the fcrmec Treasury secretary whe ia now chalrman of thas
gxecutive commlttes at Cltlgroup, one of Enron's two main lendecs, to call him
about the sitoatlar.

EE]
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it aZzo madeu Mr. Fisher a nataras peint of contact for Enron ttaelf. wnether
ginoly =5 kesp tha gevernment infosmed of financial problems atr the dominant
player in the burgeoning business of trading cnezgy, a5 Enrcn says it was doing,
or zasking assistance as lt fought te survive, as the administratien has
saggested TwWice Lo recent days Wwas the case, Mr. Fisher was clearly the go-ra

Gy

Hr. Tisher's job entalls soveral duties, ineluding manmagling the governmentc's
cdebt and overszssing regulatian of the banking Industry. During the weeks in late
Gctober ard sacly November wWheft he wis called six to eight times by Greg
Whalley, Encon'a preaident, Hr. Fisher was snacting a plan to suspend issvance
of the 30=year Treasury bond, pechaps the best-known secerity in the financial
markats and long the benchimark fer i{nveatmant =zafary.

But as much as anything, Mr. Fisher, who declined a zeguest far an interviaw,
ia an Intelligance gatherar who can pick up the phone and talk to just about any
Wall Strest or banking exscutive.

Hr. Fisher's role in dealing with Enkon started when EKenneth L. Lay, the
energy conpany's chaizmen:, called Mr. 0'Heill en Oct. 28. Mr. Lay,
adrministration efflcials said, drew an analogy between Enren’s deberiorating
financial copdition and the crizsis seb off in 1958 by the fall af Long Term
Capital Management, & giant hedge fund. Because Long Term Capital owed money to
so many banks and lavestmant firos, regulators were concarnod that its collapse
could set off a chailn reaction that could endanger the entire firancial aystem,

Enron had similar entanglemente chroughous Wall Street. But it was far fesa
clear that Its problems ware a threat to anyone else, or the [inancial syscem as
a whale. Irn turning to Hr. Fisher for an opinion, Mr. O'Heill was able to draw
&f mameshe who wig almest unlguely gqualified to render a judgsant.

Az an axecutive vice presldent of the Mew York Fed, Mr. Fisher had played a
critical role in de=aling with Long Tearm Capital s troumles.

Whnen asked to look into Enron's situvatiss By My, O'Meill, Mr, Fisher was abla
o call on pacple he had been calling for yeara. They included his successor at
the Hew York Fed, Dino Xos. He was also able to canvass executives ac most of
the major investmant fisms. Mr. Fisher's vardict was that Enren did nat present
the sace type of threat to the financial system that Long Term Capltal had.
Michele Davis, the spokeswoman for the Treasury department, said the
information passed to Mo, O"Nelll and Mr. Flsher was of the same sork that was
appearing if the nawzpape-a about Enren curing that period.
hetp:/fwwe. nytines. com
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Adminlstracion officials said the echief sxacutive of Enron Corp., one of
Fresidens Bush's top canpaign donors, sought help from the adminlatratler to
ave.d a bankruptcy filing before the giart energy concern collapsed last year,
wiping out the pensions of thousands of workers.

The revelation came after the Justice Dopartment began a criminmal
imvessigation =f Enren that sources said is focusing on whether the company
dgfrauded investors by deliberately concealing =ruecial informazion about its
financeas,

The Justice astion marks a new escalation in a many-sided invastigatlen of
Enron, which made the latgest corporabts bankzuptcy flling In W.5. historcy on
Dec. Z. Four congressional committees, the Securities and Exchangs Cammission
ard ree Labor Dopartment have begun in?u;tigati:ns. Additionally, civil sults
have bBeaesn filed againat current and forper Enron axecdtives and direstors and
it accpunting flem, Arthus Andersen LLP, by Encon empleyess, invastars and
retirnes who lost billicns of dollars when Enron's stock price cellapsed.

Andersen |nformed the gevernmant that esployess at the sccountimg fizm had
destzoyed a "significant®™ number of Encrcon-related documents, The SEC sald if i3
widening lta investigation of Enron to inclode bhe deabtruction of records by
Arthar Andersen acaffers.

Afemr Ather Earon executlves talked to lower-ranklng Trmasury cfificials,
Znron CEO Benneth L. Lay had conversations about Enron's dire finances with
Treaaury Secratary faul H. D'helll and Commerce Seccebacy Donald L. Evans. Lay
tele Evans, Buan's former campaign manager, thar he weuld welesme help stepping
Mopdy's Investors Service, 4 private credit rating agency, from downgrading
Enren debt. Administratlieon cfilclals sald Evans did not intervene, and a Moody's
downgrade prasipitated Enrcn's bankruptoy filing.

The administration said that Clinton Treasury sacretary Robert Rublm -- now
chalmman of the execubive committes at Citlgepoup, a major Encen crediter -—-
zalled Treamiry Undersecracary Feter Flsher to explore whather the
administration might intervene with rating agencies. The Treasury said Fisher
declined ta do =2o.

== Pater Behr, Tana Milbank

a7d Dan Eggen

Teke Suprome Court nazrowsd the scops of the Americans With Disabilities Aok,
ruling that an impairment must have a subatancial effect on a person’s daily
11%p to gualify as a disability undar the law.

Conditions that prevent a worker from performing onkiy & apecific job-rolated
task are not legal disabllities, the courk said. "Merely having an impalecment
dows net make ons disabled for purpsses of the ADA,"™ the court declared.

"~ aimanta also need to demonstrate that the icpalzment limits a majer life
Activity."”

The vnanimous reling written by Justice Sasdea Day O°Connor could afisct
miliion= af warkers who suffer froc cepetitive-strain injuries or other
impairments ehat affect their joba. Hoth sldes == labor and management == in the
long-runring dispute cver the scope of the ADA agreed that the ruling will make
it more difficult for workers =o prove that they are disabled and tharefara
entitled ander the law t& an accommedation by their smployers.

The rulisg was the latest in & seriesd of high court declslons that have
geraraliy nacrowed the scope of the ADA. Last wesk's case centcred on ona
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worker's irabality to parform cectain manual tasks &% an auicomobile assembly
plant because af =arpal tunnel syndrome. The court ruled that the impalrmens
elone dbd noat gualily the worker as digabled under the ADA.

"Ta ha substantially limited in perferming manual tasks, an Iindividus]l must
have an impairment that prevents or severely restricts the individual from doing
azcivitiea that are of central impertance te most people’a dally Iives,®
2" Cenncer wrete, "The impairment's impact must also be permanent or long-term.™

== Eaward HWalas

The nuzber of pedple being treated for depressgion has ipncreased dramatically
irn the United Etates in the past decade, marxzing a profound shift in how

Anwrlcans cope with the common emotional disorder, the most comprehensive study
ta dare ahowa.

Crugs such as Frozac have become The malnstay for most of thosa being
traated, aven as doctocs spend less time with patients and cffer comparatively
less psychotherapy, ressarchecs sald La reporting the results of the atudy.

The ssa changs probably does not stem frem an lasresse in depression,
experts said. Instead, It ls mosT likely connected to the destigmatization of
mantal sealth problems in general and depressicon in particular, che riss of
managead-care fnsurance plans, and the arrival of powsrful dr-ugs. lncluding
Profac, acconpanied by nultimillion-dollar macrketing campaigns.

Boowsan 367 and 19%7, the percentaga of Americans beling teeated far
gepression more than toipled netionwide, from 0.7 percent to 2.3 percent.

Medicines, which wWare prus:tihuﬂ to about a third of patients in 1907, weare
goven o almost bnres-guarters a decade lakter,

Zimulcancously, patient visits to doctors for depression fell by a thizd,
from about 12 visits per patient to eight, with large nu=bers belng treated by
primary =are phyaiciana and others autside the field of =mental health.

== Bhankar Vedantam

A fsdern. appeals court tossed ont the convictions of two black man in tha
1991 slayirng of & Jewish rabbinical student in the Crown Helghta neighborhosd in
Broeklyn, oriticizing the trial judge's "impreper and race-conscious™ attempt to
creaté a racially balanced jury.

The Znd U.5. Cireult Court of Appeals erdered a new trial for Lemrick Relson
Jr. ard Charles Price, who wers conviected in 1997 of vieolating the victim's
ziwil rlghts, It was ons of the most explesive and racially charged casea ia
racent Mow York history.

The neighborhood is predominantly black and West Indian but has & sizabla
Drekedax Jewlah :ﬁmmmnitf. H{uting started after a black child was killed by a

car Belng driven by a monber of the ultza-Orthodox Lubavitch compunity, The
=asbinizal stucent was stabbed during the rieting.

if,5., Cistrict Judge David Trager had triled to balance the jury batween
tlacks andg Jews, declaring nis intent at the time to pick "a moral jury that
renders 4 verdiet that has moral lncegeity.”

Specifically, when a black jurer was excused Befors the trial, Trager chose
not to replace him, as reguired, with the first altecnate, who was white,
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castead, Trager ramoved & whitae juroez [rem the panel and fillad the two new
gacancias witk a bBlack and a Jew.

Tne sppeals court 2ald Trager's ackions, howewer wall intonded, iqnarud a
foundation atone of the U.5, leagal aystem: the comhitment ko a colosblind
proCEss.

Mo raw t=ial date was sat. Nelson, 27, and Frice, 47, ware senktenced in
PSR .

== Michagl PFowall

Arckblskhep of Canterbury George Carey, who struggled succassfully to hold
che afficial Church of England togather after the first female priesca were
crdained in 1994, said he will ateap down Oct. 3] as head of the charsh and
spirpitual leader of 72 aillion Anglicans worldwide.

The genial G6-year-eld, whes turned from Royal Als Ferce radio opecator to
asaiacant curate Imn 1962, has served 1l years in the poat, in which he i3 a
guilding figure for indepandent Anglican churches in 160 countries. Thay Lnelude
the United 5tates" Episcopal Chdizch, with about 2.3 million agebors.

It has besn a teying cecace for Carey, macked by declining chureh membership
in Englang and gloomy pacish [loances. But the Angllcan church has grown
slgnificantiy in Africa during his teanore.

== T.H. Heid
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HAZADLINE: Encron Also Courted Demacrats:; Chalrman Pushed Flra's Agenda With
Clinton White House

gYLINE: Dan Morgan, Washington fost 5taff Writer

SODY

Democracs are savoring the chance to use embatiled Enron Corp.'s Republican
ties to embarrass Lhe Bush adalalsccsatlen at upeoming congressional hearings.
gut Republicans might turn the tables, to some extent at least, becauss Enzeon
ha% courbted and supported prominent Demcorats as well.

Accarding e internal Enron documents and the recollectiona of Cormer
eeployess, Chalrman Heaneth L. Lay had the ear of top Democrats in the 19803 and
"80s, He and hia colleagues used that access to promobe the company's interests
with thke Climten adminiscratien and key congressional Bemocrata.

in @ White HAouse meeting in August 1997, for example, Lay ucged Fresldent
1)
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~linton and YVice President Goce to back a "market=based™ approach tea the praoblem
sf qiokal warming == a strategy that & lakter Encon memo makes clear wauld be
"mood foz Znron ssock.”

The following February, Lay met with Tnezqgy Secretary Pederico Fen a Lo ucas
Wai=e Mouse gcotion aon electeicity legislation favored by Enron. Pen a "suggeated
+=a= Prasgident “lincsn might be mocivated [to act] by sooe key contacts fro=
{FSASTAnT Const.tuEnls, " astording To ancther Enron memo.

Takimg thke cas, Lay, one of 25 business executives on Clinton's Council on
Suatairable Jevelopment, wrote te the president che same day.

Lay and cther Enzen executives showed a clear preference fo- Republicans 1o
“heir poiizical giving. Lay persomally gave GOF organizations 3 325,000 during
cke 2000 caroaicn. But the company itself was often more evenhanded.

The corporation contributed § 332,000 in unregulated "seft morey™ to
Depocrabkic =sffors ducing the 2000 electisn, oaly silghtly less than the 5
£33.000 that wont Eo GOP groups, according te FolitlicalMoneyLine, a Washington
rogeereh group. Enzon's political actien committes alse gave 5 10,000 to the Hew
Demscrar Metword, which was eco=founded by Sen. Joseph !. Lieberman (D-Coam.].
ivkerman,; the Depceratic vice presidencial rominae that year, now chairs the
Senate Government Affalrs Comnittee, which is leading an inquiry ints Enren’a
eollapse.

Cpyaral senior Enron offlefals spent election night at Viee President Gora's
headguackers in Nashwille,

The Corter far Fesponsive Politics eatimates that Republicans received 73
percent of total donations Erom Earon, its executives and its employses over the
past 12 years, 5till, many of the congressional members scon to Investigate
Enfon —— emoccats as well as Republicans -- have enjoyed the company's largess.
Ernrcn or itcs exscurCives have given monay Lo nearly half of all cucrent House
mgnbe-s, ard te almost three-quarters of the genators, according to groups
scnitoring palitical donations.

The company backed Charlea E. Schumer {0-¥.Y.] in hia successful 1998
canpaign to oust Republican Sen. Alfonse D'Amato. Schumer's viewa on electricity
geregulaticn dovetatled closely with Enron's. Two years later Schumez, who has
advocaced dezegulation as a way of reducing New Yerk state's high power costs,
co=authered a Bill To rescruciucse electriclity markets alomg limes favored by
Erron.

Encon also has supported Senate Energy Committee Chalirman Jeff Bingaman
i5-8.M.1, whose state is traversed by & major easc-wesr Enron gas pipsline,

Formes employoes say Lay's friendships with other Demecrats were based as
cusk on rappors a8 pragastise. This group incledes former senator Bob Herray
{D=MHeo. ), whos= brief 1932 presidential bid had Lay"s backing, and Son. Evan

Bayn (O-Ind.:, with whon Lay served cn the Eli Lilly Co. board of directors inm
ke 1950s.

He depated to the 1994 campaign of Texas Gov. Ann Richards, & Cedoccat, and

sarved ¢n her busiress counciZ. And it was a Democrat, former treasury secretary
Jchert £. AuDin, wWho called a3 Treasury offlcial laaf Mov. B 1o Lagulre abolr
Tneon's situation shortly befere it collapzed.

as Eneon translormed itself fram an old-line gas pipeline company into an
irnovative, rlak-taking trader of gas, electricity and more exotic derivatives
in che early 9305, it neaded both Democrats and Republicans to help remove
requlatery obstacles,

=xon Lay would write letters and pick up the phone to call whoever was
peeded, and The party didn't matter that much, ™ said one former employee.

In 1992, a Damccratic-controlled Congress approved a major energy blll chat
gat Eae stage for a new wholesale elsctricity marketplace. Trading companles
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sk &8 Enroo coula use the transmissien lires of requlated wtility comparies to
1&1i blocs ef alectricizy to privalbs CUstomEDs.

In 1934, the Washington-based Expoct-Import Bank approved a 5 302 milllon
lean to promote Enren's investment in & power plank in Dabhel, India. According
be 3 1997 artic.# in Tine magazine, Clinton took & peracnal intarest in the
proect, depatizing his chief of staff, ‘homas fack® Moclarty III, to ssakrer
‘¢, MoLagty lacer became a pald adviser to Enron.

& welar=y aide explainec yesterday that the Hhite House Lnvolvement was part
af a4 brcader admninistraction effort to help U.5. companies take advantage of new
spoortunities abroad.

“n 1866, Lhe Federal Energy Regqulatory Commission, stocked with Clinton
appeintess, helped Enrcn wWith & series of ozders that weakened the monopoly of
rneclesr and coal-gurning utilities. In July of that yesr, Enron gawve J 100, 000
te the Demecratic Darty.

Tha Cllaten ad=inlscration"s ifterssr in an internatlional agreement Lo
combat glebal wareing also dovetailed with Enron's buslness plans, Enran
affi=ials envisioned the company at the center of a new trading system, in which
industrias worldwide ceuld buy and sell credits to esmit carbon disxide as part
af a strategy Lo reduce greenhouse gases. Such & system would curtail the use of
iefficcent coa.-fired powes plants that emitted large amounts of carkbon
dioxide, waile sncouraging new investmests in gas-fired plants and pipelines --
precisey Enron's line of business.

But the effart faced powseful epposition from automakers, oil companies and
urilities. In sarly 1997 the Senate unanimously instructed the adminietratien
noL Lo agres o any carbeon-roduclng strategl that would hacm the U,5. sconomy.

on Aug. &, 1997, Lay and seven other ensrgy executives met wlth Clinton,
fare, Hebin and other top officials at the White House to discuss the U.3.
pogitior st the upcoming conference on glekal warming in Xyote, Japan. Lay, in a2
wemo to Enron employees, said there was broad consensus in faver of an
erissioas-tradiag systeas.

Enron officials later expressod elaticn at the results of the Ryato
sonfersnes, An internal memo said the Hyoro agreesment, il implemented, would “do
mpre tc promote Enrcn's business than almost any other regulatery initistive
Surgides o roscruckuring the snezgy and ratural gas industries in Europe and the
Uairced Statés.”

As Lay's meeting wWith Pen a om Feb. 20, 1958, he spoke of reésCcruccuring the
.5, slestric.ty EArKet in Ways that would benefit Enron. Lay preased the
admiriatration to propese legislatism that would agsert federal aethority over a
rattanal elestrlelty market.

Acoording o a coppany versien of the mesting, Lay and Pen a agresd that a
go-slow appoach to deseguliation, advocated by Senate Energy Conmittea Chalsman
Frank H. Muckewski (A-Alaaka:, was unacceptable. Pen a asked Enron afficials to
keap Emgrgy Department stalfers pusied on developments in Congreas, and
solicited comments on the administration's draft of its Comprehensilve Hational
frnergy Stcateqy, an Earen document said, lay Fels the draft was "hoadad in the
right diroczion® except for a faw points, The document asid.

The 2000 presicdentisl slection posed a dilemna for the company. TSUroeEs say.
Wnile Lay supported George W. Bush, some nfficials in Enron's Housten and
washington offices backed Gore and Lisberman. Lay gersonally contributed 5
225,000 im soft money to GO2 cappaign grgenizations that year, and gave no soft
noney to Deoocratiz groups. after the electicn, Lay chipped in & 100,000 To the
push inaagural festivitles,

SA the eve of the 000 elscelon, Enron hired & Democzatic official from the
Treasury DJepartmont to run che company’s Washington afflce. Sources say Ehe mova
infuriated GOF House leaders, who retaliated by shutting Enron repEesentatives
ans af spyeral key strategy meeclngs on electricity legislation.
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Haping £ feturn to the GOP's gocd graces, the company in Aprll 2001 nlired
che Washington lokbbyiag firm of Quinn & Glllaspio. Its senlor partaer, Ed
Gillesple, had bBeen 4 cop campaign adviser o the now presidant, Bush.

Far the firar half of the year, the firm collestsd 5 525,000 in fees Erom
Enron, & hafty sum but well wooth it, asccording to o former Enzon smployea.

"le was Zddie [Gillespie], not HKen Lay. who gat us te pasple in the White
Acuse ard Congress, " the employews said.
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Bn Dct. 29, a3 tho Bush administration's sconomic brain krust gathered fac
izs weagly lunchecn, Commerce Sacratary Denald L. Evans pulled Treasury
Zaccazary Paul A, ©'Meill aside, Evans related a phone call he had received that
day from Fenneth L. Llay, chairman of Enron Cosp., the once highflying Texas
anasgy flrm that was suddenly in deep financial trouble.

Lay and cthar axecutives had been ameng Preaident Bush's biggest fiaancial
cackars over his political career, and Evans was chalrman of Bush'"s presidential
zampaign. Lay wanted help, Evans said. It burmed out that ©'Relll had recelved a
similar =a-l the day before., Ia a brief coaversation, O'Heill and Evans decided
these wed "no way" they were geing to de anythimg to help Enron.

Then they sat down for lunch, not saying a word to che ocher attendess, aven
thoughk one == LawWwrence B, Lindsey, head of the Xational Econcaic Council -- had
Basn 4 5 30,000=-a=-year conaulcant to Enran. And they waited 73 days to tell Bush
amads kEhe calla.

That was the shranslegy pressated by the adminlstraklion last week as parct of
a cascaoge of disclasures abaut the gextert of Lhe administration's contact wich
Enren expecutives in the weeks before the energy giant filed for bankruptey court
protestion on Dec. 2. As the revelations of contacts betwean Bush Cablinet
gEfi=lals arnd Snren axecutives reverberated In the pnaticon'a capizal, the
countsy's largest corporate bankruptcy spread Ircm 4 major economic debacle to a
full-{ledged political skirmish betwean the White House and Capirol Hill.

I the comlng months, as Justlee Departaent and congresslonal investigators
aswarm over Earen's corporate wrecxage, the oredibiliecy of the
adrinlsrracion’'s account will come unde: scsutiny. Invesilgators alse will press
Ernran executives for thelr veralon of events, sometimes under oath and the
threat of Sriminal prosecution.

Cangressional invesacigators said che apesd of the collapss fa one reason
40
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thkey are so lpterested in exactly wWhat Encoh exacutives sald te adeiniacrazlon
affileials. Lay "dees not belleve he askes for anything -- he wanted to orovids
in‘ormatian, ™ INfon BpeaEswWoman Karen Cenne aaid.

Mobert Bonmett, & prominent lawyer hized by Enron, said Lay believed he had
an obligatisa to tall government officials about Enron®s plummering financial
sendizien. Juat, aczording to Jennett, Lay added, "If they cancluded They wanted
ke gove help to me and By conpany, 1 was mot golmg to turn them down.”

Has Enron =-- 4 brash. aggoresslvea compary that nearly cewrote the nation's
rules ocn enscgy distribution —- really =so seascved wWhan Lt came to seeking hclp
from the Whize House? Did Q'Heill ard Evapns really give no sign to their
luncheor eslleaguss, lec alone the president, about the phome calls fram a
politically active company headed for a spectacular imploalent

Some Democcatie lawmakears bealieve Ehey can attack the White House coalng and
going: If anythlng was done to help a pelitical ifatimate, Bush <&n be Iilleted
ipr breaking his promise to restore horor and iftegricy ro the White House. If
nothiag was done in response to the calls, aome Cemporats: plan bo argus the
administrarlien shoold have dore someching co protect shareholders and employees.

e of che post sensitive guestlions for the administration is the rola Thnoon
p.avdad ir devalesing the administration's energy policy. After refusing last
vaar =5 reveal whom Vice President Choney and kis energy taszk Force had mer with
in deweloping the policy, the administration disclosed in a Jan. 3 letter tao
corgress that Cheney had mer wirck Lay and that his s:zaff had met with Enron
raprasantat.ves five times.

"1t is now clear the White House had knowledge that Enron was likely ta
collapae bur did nothing to protect lanocent employees and shareholders who
ultimately lzat their Life savings, " said Hep. Henty A. Waxman [D-€alif.),
canking minority mepber of the House Committes on Government Reform. "I am
deeply troubled that the White Howse stocd by and let Chis happen to thousands
of families."™

In responsc, the White Kouse pointed to a Dec. 5 news releass from che Labor
Department, anncuncing "an investigation inko questions ralsed by Enron's
pasdling of Lts wockers®" retirement benefit plans.® labor Sacretary Elalne L.
Chao said Enron®s employees “have gotten the short end of the stick in the
sudden callapse of this company, and we are cemmitted te doing everything we can
=a help tham."®

On ¥riday, Waxran sent a five-page letter to Evans and O'Helll asking each
to cespond Lo 10 guestleons, including, “"Why did it take ac loang for the publie
fo leart about your contacts with Epron prisc te lks bankcuptey [lling?®

wWaxman also has asked the White House Lo "inmediately make a full disclosurw
af all cortacts adminlatrarisn officlals have had with Enron representat_ves.®

B senior adminlatracion official said the White House "will fully cooperzate
with all reguests that are relevant and spscifie.” bur added, "If pecple are
asking for every contact that anyone may have had with anyene for any reascn,
Euat's a [ishing expedition.”

The revelatien Sriday that former Clinton treasury secretacy Robert E. Rubln
-= nioW an executive at Citigroup, one of Enron's main credizors -- also spught
to interest =he Bush administration in intervening may broaden the spotlight
from the links beriween Bush and Encon. fubin, according to a source, contacted
-he Treasury Department on Nov. B bacause he thought "an Encon bankfupicy was an
sronomic event of national importance.® Bush officials say they saw few national
ramificacions.

=y pa sthar country in Ehe world would you have the seventh-lacgest company
Fail, one with these alleged political connections, and the government would

asimply Jet it happen,” Lindsey said last week on "Fox News Sunday.”™ "Thls la a
sribute o Amerlcan capitalisa.”
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The Bush adninistration has rebufifed some bailout reguesis but in one case
tushed to aid key busineasss. Immodiately after the Sept. 11 attacks, Lindsey
roceived a call from the chief executlve of a major airline chat was in danger
of losing lta lins of credlt, ascording to edministration officials, Lindoey
called a ma‘or bank and suggested it not take any drastic steéps, noting that
Cong-ess would likely como to the aid of the airline industry. The officlals
would notb name the airlise.

But e adfminis=ra=isn has treatsd Enron == Which, aleng wizh lrs
prpeutives, contributed more than 5 220,000 te Bush's campaign -=- as radicactive
girce the firm discieaed in October that Lt had overstated profits by § 5B6
million ouwer the past [our years Beacause of what it called accountirg errers.
Lay was one af *ha Bush "plonesrs® who raised at least § 100,000 for tha
rregsadential campalign, but the presldent and his aldes have played dewn any
close Fzriendship.

From 1399 to 2001, Earon mede 5 1.9 millien Im unregulated =soft money®
contributions to Democrars and Republicans. but nearly three-guazters of ite
political giving went to GOF candidates, according te the Center for Public
integrity, a watchdog group.

Enrens banksupscy filing neb only led to layeffs but alse eviscerated the
reticement nast 398 cf thousands of employess and cost shareholders millicns of
dollars in stosk loszes. Plaintiifs in civil suits contend that aeniar Enzon
executives and direstors ook advaniage of the company's high stock price a years
890 te ssll hurndreds of millions of dollars in stock befors share prices began
e slide.

Adrinistration officials and Enron executives have besn increaslpngly at odds
awer the subsatance of their conversatlons in Qckober and Hovember. According to
the adminisrration. Lay told O0'Heill en Oct. 28 =hat Enron's problems ware
simiiar o the near—-collapse in 1998 gf the Long=Term Capital Managenent hedge
furd, which reguired a private-sector rescue organlized by the Federal Ressrve
Rark of How York.

In the =enversation with Evans, the adninistraticn says, Lay asked Evans 1if
me coula do anything to influence a decision by Moody's InveasTors Service Eo
cowngrace Enron’s credit ratieg. Evans, according to the Commerce Department,
rejested the ides as "4 no-bBrainer.” and then confirmed his decision with the
general couasel and deputy comnerce secietary before mentloning it to &'Melll at
Lunch.

wWhite Howas officials said Buah was in the dark about the conversasions for
more Ehan two montas, until Evans and D*Nelll menticnad thewm about 9:30 a.m.
Thurasday, toward cae eng of an Oval Offlce meebting with his economic team.

Reporbors wers about Eo be wahered in For a ghote oppartignliey. Zefara auch
seas.ons, White House press secretary Arl Flelscher tells Bush what he is likely
to be askecd. "They'se geoing to ask you abpout mestlngs you had with Een Lay, "
Fisiachar =said, acsarding C& TWO SOUECES.

Evans ard 0'Meill then velunteered that they each had received a eall f-om
Lay; anc sa:d they had not taken any actisn in response.

"oy did the right thing,™ Dush replied, according to the sgurces.
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BCDY:

Tee Bush administration got mauled last week for its ties o Enron Corp., the
‘rpleding dests star of cosporate America. But while it makes for juicy
Leadlines, =“he Bush-Encom "scandal® strikes pe, at Jeast $0 far, as a bunm razm.

In faci, rather than imntercvene to nelp thelir pals at Enren avold bankruptcay,
the Bushies seem to have adapred che same tactle they have used in many other
ratrars affecting the financial markecs -- namely, do nothing.

This feluszance to intervene in financial crises == even anss invalwing
their camgalgn contributoszs == i3 becoming a hallaark of the Buah Tressury
Department. Yoo carn 3ée the mame studied indiffersnce in the
agminlerrationts responss s recent firancial debacles in Argentina and Japan.
And you can certalnly argue that fnactlen has besn the best policy: Bailing ocut
h-gertina's sendholders would have made no more Sense than rescuing Enran's
aanagement and stockholders.

The surprising fact i3 that the Busah Hepublicans have besn much less
sympathetic to financial worries than the Clinton administration —— which in
ceLIOapeEct S&ERE ONE of the most ard-ntlr pro-Hall Streat administrations in the
aation"s history.

White Hcuse spasesaman Ari Flelachesr made the Clinton comparison in
discussing the Enzon case Thursday. He noted thakt as Earon was beginning lts
final swan dive, CEQ Kennetk Lay had called Treasury Secretary faul O'Heill and
wa=nod that nls company mighkt be keading the way of Loag-Term Capltal
Management, which averted & dangezous bankruptcy lm 1958 with asslstance [rom
the Clinton Treasucy and the fed.

Ercen pleadsd for simllac help teo Q'Helll ang his aides at Treasucy, ta
Cesperen Fecretasy Don Evana and to Fed Chaicman Alan Greensgan. But sa far as
we koow, they took no achtioR 1o avert tha leoming disaster. Indeed, the Bush
agministration bBasically stood oa the sldelines and watched as the biggest
bankruptey in American hlstory ensued. Over the past year, the company's stock
fall fzcm 2 Righ of 5 Rl to 67 cents az of Friday.

Joing nething was also the corrsck response ln the case of Argentina. The '
Buan administration did support an extra 9 5 billion for Argentina last Auguat.
fut after thaz: == as it becape cleas that Argentipna would default on its bonds
== the sdminitscracion lgnored warnings about financial “contagian™ and laz
Argentipa ccllapse.

frnd it turmad gut to ke right. Despite the fact that it was the iargest
gcvareign debt default in histocy, Argenting's collapse has had litkle elfsct on
Eap bond prices oo dmerging-matket countrleas,

*I'm glad To se= there is less 'contagion® than many people had thought,”
said Jokn Tavlor, the undersecretary for interndtional affairs at Treasury, 1n 4
talophore iacerv.ew Friday. The reason, he sald, 15 that “the markets ars paying
greater arterntion to the dilferences betwesn countries.”

Tus parksfs Save lndesd been tacght a lassgn == though less by the Bush
salnistratian’s policies than by the brutal experience of the past few years,
which burped lnvestors and made rhem far mors careful. A look At bond spreads
shewa tRAT during the fuf=up oo the Argentine default, this “centagion factor™
wid about half what It hacg been during the 1987 Aslan crisis and the 1398
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Russian gefaualt.

The darger is that the Bush Treasury will conclude Thar noniREerventien is
atways the bmst policy. It isn'c.

You zan nake a case, for example, that now that Argentina has taken the hie,
the United States should help put the pieces of & scund market economy back
together. Ctherwise, thero's a danger of what might be called “politlecal
CoRtagichn, ™ a8 the populist anger of ordinacy Argentinlana spreads to orker
ceuntrias tn Lacin Armerica. Those countries may decide to default on thels
debrE, Eao.

The real black hole in glebal finance right new is Japan. Despite hapes for
reform and revival unders Prime Minister Junichirc Koizumi, things in Japan have
gone fzom bad o worse to digastrous. That's why the Japanese finance ministesy
halted it5 yen devaluation last week -~ things were beginning To spin out of
conkrol .

Irn Japan a3 slsewhere the Bush Treasury has tended to shew disdain fer the
sort of aggressive flnanclal interventien the Clinton team favered, But that's
beginning to look misquiced. Japan needs help now, badly. Most of a2l, it neads
an crderly way for its financial secter teo, in offect, declare bankruptcy —- a
process something like the savings-and=loan cleanup in the United States a
decade ajge. The Japanese could use U.5, help in restructuring, but the Bush
admaniscratlon is mostly sitting on ie® hangs.

The Bush administration paradex i that ir is wildly interventionist in Ics
forelgn military policy but almost passive in international economle policy.
Thnat imbalance i3z a mistake, One lesson of the war agjainss terrcorism is tha® tha
Uniceo States needs to be invelved in the welfare of ordinary people around the
world -- sharing the fruits of the global economy sc that more people have a
skake in 1ts succoss.

fionincerventicn was the right cheice with Enron and Argentina, but the Bush
administration shouldn*t make a Fetish of ic.
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EZADLINE! Revislting Pension BRegulaticons; Lawmakers, With Encom on Their Hingds,
Face Sensitive Issues

BYLIKE: Albert B. Crenshaw, Washington Poss Staff Writer

BOGY 1

Under prassure from President Bush to keep future corporate bankruptcies frem
wiping out the rebirement savings of thousands of employees, as [n the recent
collapse of Encon Corp., menbers of the administration's econoeic team said last
weny that chey intend te do just thak.

Treagesy Socretary PFaul H. O'Heill, Lebor Seoretacy Elaine L. Chao and
Commerce Secretaty Donald L. Evans spoke with assurance, but those who desigr
and operate ponsionk and retiroment plans were left wondering: Exactly what are
they gaing te do?
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Poligymekers “really nave o ba careful. They can @2 gqood, and they can do
harm. It is 4 vary sensitlive syscem. IE'm met a system that responds to puaches
papy well,” sald ZTric Lofgren, a bencfits consultant with Watscn Wyalt Worldwide
in Fhaladelphis.

Bw it sesks to insoiate workers from catastrophes like the Enren collapse,
ehe adminlor=ation will confront several long-rusanlng tarsiona of the ratiremant
whE o d.

Firat, =hare 15 the Senszion berwsen the government's desire to protect
warkors and the smployers' desize to have retizement plans that ace cheap and
easy to operate. When policy veers kco far to the cheap-and-easy side, workers
may risk losing their savings; when it weess tos far to the side of regulated
proteciion, workera risk losing the retirement plans thomselves,

Other then Social Security, the 0.5, peciremsnt systes remalns voluntazy.
and amployers that find providing reticemsnt beneflts too onerous ars free to
drog mhem or switeh to ssme less-regulated alternative.

second, im today's world of 401(kl plans, there iz the tension between the
advice that workars should diversify thelr iavesrments and the apparant deglre
of many #orkers to make & big bet on their employer. Again, whean workers place
all their bBecs on their employer, they risk disaspter. But 1f woskers are forced
to diveralfy, the plins may become Eore complicated and less aktractive to thes,
and eRe Elsk ls a decline in plan participatlon.

Firally, thers is the tension between allowing employers te make
contributions to 401(k) plans in compasy steck == which may ke cheaper fer the
corpany —= and restricting or forbiddlag ik, perhaps discouraging any employer
centributisn at all.

The last time policymakers faced this sorr of erisis was in the early 137Q0s,
when bankrupteies of the time revesled that many major corporaticons had not
acequacely funded their penslen plans. When the companies foundersd, the
pensions ovaporatad.

That led zo the 1974 Epployee Betirement Income Security Act, which created
governeent insuranze for traditienal retirement plans, along with a hoat of
riles designed to ensure that the plana would be properly funded and
adninistersd.

More than & Quarter-centucy later, wockers ond retirees with traditicnal
persions, called defined-benefic plans, are very well protected. Bub twe=thirda
of alil traditional plans have wvanished.

Fundamental chinges in today's retirement plans would require legislation,
several sxperta aaid, and It's not clear whether Congress could agses on that.
Even miror changes would be contentlouds.

For sxample, Enreh uged its own stock to match employee contributions to lta
§01 (k! plan. It further forbade workers ta sal]l those shares until age 39,
=hough they could sell whatewver they purchased with thelr cwn sentriputions. One
pos#lible change would be to bar smployers froc reszricting the sale of such
shaces.,

But companies use chese Testrictions to ease the dllutive effect their
=a=ches have on their steck. "A lot of companios wouldn't wapt to contribute
sesck AF they kaew the employees would just curn around and sell it,” sald one
pEnslon @xpast.

Another area of focus is likely to be Encon's "lockdawn™ of worker
refirerent accounts last fall, Fer a period -- whose length is in dispute == the
cormsny barred any transfers by workess. Enron says it was simply changing plan
abeinistrators anc the restricticns Bad nothing te do with the Iact that Enron
stock was sinking fast,
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But while these i3 wideapreac susplcion about Enron'a mctives, pension
exparts mald brlef freszes ars common and necessacy when companies change
sdminlstcatsca.,

==a gpove from one pecfectly compabtent adrinlstrater ta ancther parfectly
porperent adrinistretor, you € need a pericd ko make aure you've got everything
insegrated right and sunning,”™ Lofgren sald,

Finally, thera 18 the guestion of what to do about employee stock ownership
plans {ES0Pa), which are by their nature invested entlrely in company steck.
*EOFs &are meant Soth as cetirement savings and ©5 encourage employes ownership.
A Suescion for policymokers will be whether thoee goale are lncompatlble.

one avenuas that may appeal to many lawmakera 15 an easing of the barriecs
that make many employers reluctant to provide advice Lo workerg abour maraglng
their 401(k] accounts.

The Labor Department recently ruled that a company could give advice to
warkers, but sooe firms say they are stlll fearful of what the courts mlght do.

& pbill by Rep. John A, Boehner (R-Ohiol thak would allow companies to pay

for agvisers far theis workers has passed the House and is awalting Senate
action.

"Wealchy Americans can afford to hire an investment adviser to warn thes
that they've got too many eggs ln one basket. Most working families can't aifoed
guch a luxury,”™ Boshner sald Friday.
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Enron Gfficial Fought Help From Govesnment Lasat Fall
The president of the Enron Corporation repeateédly called a senisr Treasury
Copartment sffi=ial last fall and sought help arranging bank lcans for the
onergy company as it scrambled te avoid collapse, the 2ush adminiatration sald.

The official, Peter R, Fisher, the under secretary of the Treasury foc
domestic finance, spoke aix or eight times during late Octeber and early
Movenber with Greq Whalley, Enron's president, a Treasury Cepartment spokeswonan
2aid. Fage AL,

Ford Eoror Plans to Restructurs
Ford anpounced Lits most sweeping cutbacks in two decades, cutting 33,000
warkers, closing five plants and dropping four models, Al

Ford®'s plan to aliminate 15,000 hously joba in the United 5tates and Canada may

ravive an old partnorship between the unicns and Ford to compete with fereign
rlirals., €3,

The four vehicles being dropped by Ford inclede some storled names, bBut rone of
them have sold well lately. They are the Limeasln Centinental, the Ford Escozt.
the Sercury Villager minivan and the Hercury Cougar. C3.
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Emarti*s Tredit Rating I= Cuc Again
Mopedy's Irvasiors Soivice cowngraded Kemart's crsdir rariag for the second tims
in 2e33 than a Forthy, citing concerns about the operatling performance af the
retaiser dnd uncertainty about the success of [ts business strategy. C32.

Etocks Dip After Goesnspan Talk

The major stock indexss dropped after Federal Resezve Chalrman Alan Greenspan
warned that the aconcmy still faced some slgnlficant rlisks. The Standard §
Foor's SL0-stocx lndes fell 1C.95 points, or 1 percent, to 1,14%.60: tho Masndag
cappasite index lost 24.78 peints, & 1.2 percent, to 2,022 467 and Enhe Dow
Jjones incussriac average declined 80.33 points, or 0.8 percenk, =o 9, 987.53.

-
L=,

Japan's [mader Visits Fis Welghbors

Fripe Minlster Junichiro Kaizumi, who winds up a tour of Southgast Asia on
Forday, is finding that Japan 1s no lenger groeted as a lesader. M, Koizumi had
Soped Lo promote ceglional cooperation and t-ade liberalization, bur instoad has
Beer coilrented woth guestions about Japan's asttempts to contaln its troubles by
lgzting the yen fall in wvalue. £2.

#tolesals Prices feil in December
Froducer prices declined an unexpected C.7 percent last month. rasulting in a
deep of 1.E parcent for bthe year. Clé,

CaimlarCheyslar iaea Some Cash

DairlerChoysler has forced Deutsche Tolakem to buy out its interest in Debis
Systemhaus, a4 soltwaro joint venture, for 4.6 billlen eurcs [54.1 billien) in
caszh, two ysars earlier than planned. C2.

AafiglaGola Exzands Tender Offec

Cre of the o8t drawn=out Takeover battles In =he Aaining indusktrcy was sextended
after the board of AnglaGeld gave sharehcolderas of Normandy Hining, Australis's
largest golc producer, another week to consider its plam. o2,

Ragulstors Close a MZami Bank

Federal regulators have clesed Hamilton Bank, a Miami-based bank with roots
among Cuban-Americans, citing worries about its firmancial soundness. Harilton,
witm about F1.3 billion in assets and $1.2 billisn in deposits, specializes in
firanzing Crads deals among companies in the United States, Central Areriea, the
Car-bad&an a&rd Scuth A=eriza, C6,

Folaraid Wichdraws Fay Plan

Folaroid has withdrawn 4 conteoversial executive compersation plan frem the
ajenda of & bankriptcy hearing next week and says it in rewscking the plan aftmr
crleicism from rerireas and workecs, ©Co.

RLEp:./ /W . Ny Cines . Com
CRAFHIZ: Fhoto

Charz: “¥YESTERIAY"

Dow iodustr_A-s == 3, 987,53 down 80,33
Hasdag comseaite =-- 2,022.45 down 24.78
10=yr. Treasucy yield == 4,867 down 0,11
The puro -=- S0.8%2% ap 0.0008

The dallar == 133.24 yen down D.45

Grapn asews daily clesing share prices of Ford from January-December 2301,
(Source: floomberg Firanclal Mapkers)
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HIRCLINZ: NEWS EUMMARY
BCDY :
INTERMATIONAL  R3I-8

Mili=ary Chief Saya India Is Ready to Fight Pakistan
Ges. F. Padmanabhan said the milltary was poepered foF & large-scale
anmvoncional war wikn Pakistan and could deliver a devastating nuclear blow i€
Fakistan atruck fizst. A senlcr official said the rerarks had not been cleared
by the prime minister. Al

falestinsans Held 13
Tas Zalescinian Authoricy detained three officials acoused by Igprael of
oversgeing -he emuggling of arms into the West Pank and Gaza. Yasir Arafat again
denied any knowledge of the smuggling accempt. AS

The runway of Gaza International Adrport -- a potent symbol of Palestinian
aspirations for statehood -- was blocked with pilas of broken concrete after
iscasll tanks and bulldozers dug trenchas ln the tarmac. A3

Argontine Peso Faltars
Freed Erem itTs link *o the Amorlcan dollar, the peso dropped sharply on forelgm
exchange mackets. Ad

Horld Brieling RS
HATION CHALLENGED AT=E

rieas Flight of Captives Arzives at Guantanamd
Twenty prisonezs from the Afghanistan war == Including an Australian == arcived
at che Amer.can naval base at Guantanamo Bay, Cuba. AT

lrac Obtained U.S. Misailes

“ran beeght Arerican-bullt Stinger antiaircraft missiles in Afghanistar in 1994
ard passed -hem to 4 Lebanese-based terrer group, but the missiles proved
cefactive, RAmorican intelligence reporta say. AT

Gadging Aotions in Crackaéswns
Seme reports subaitted to the United Hations on what members are @olng to cembat
terrorisn urderscorad warnings from human rights groups that some gavernments
copld use bthe campaign to seattle scores. a7

Simgapocre Plot Cetailed
Terrar suspects arrested in Singapore last Sonth are linked ta Al Qaeda and
planned to bomk Western targets, Singapore said.  Af

Border=Control Proposal
The White House Office of Homeland Secucity set off a storm in the Bush
adrinlstraticon with a proposal to createé an agency to consolidate border
security o*forts now spread across the federal government. RE

Charged Tied o Aviation Radie

Ar Egyptian studert, Abdallah Higazy, 30, who waa staying in a hotel room with a
wiow =f rhe World Trade Center on Sept. 11, was charged with Lying to federal
iaveacigators about an aviation zacie in the room's safe. b1

qnTICHAL AS-11
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Mas Gaklty in Tatal Beating At ZSon's Hockey Prastice
A Jury in Cambridge, Hasa., convicted Thomas Junta, 44, of involuntary
manglaughktes ln the bBbeating death of Michael Costin after an argument about
rough play 4T 4 summes youth hockey practice game. He Lo expecred to receive
three ko Eive years, AL

Weighing Capital Funiahment
The Bupreme Court agreed to decide & potentially far-reaching challenge te the
censtituticonality of death penaley laws in nine states where judges rather than
jurLaa determine whethaer a XKillar is sentencsd to death. A10

Inmace Talls of Boamb Plot
A Flerida inmate told the authorities chat there was a plot co bomb Gov. Jeb
Jusk, bu= law entercement officials said nona of the inmace's infoarmation had
tear substantclated. B9

Anribiotie Sales Prompt Suwit
Florida and Washington State have sued the Aprescribe.com online pharmacy and a
Florida physician who presscibed Clpro, a prescription aAnktibiotic that can be
used o treat anchrax, without examining or speaking with the patients. AS

Busk Recess Appolntzents

Fragidont EBush dsed & backdoor procedure to appoint two nominees to high-ranking
positigns in the State and Labdor Departeents without Senate agproval. Cwver the
chiectlsand &f ssme Senate Cemccrats, My, Bush appolnted Otto J. Releh as
afsiscant secretary of state for Western Hemisphere affairs and Eugene Scalia as
Labor Cepartment solicitor. R1O0

Beliglon Jourpnal R1E
MNEW YORE/REGICN Bl-5

Ground Tezo Tape Bacomeés Tralmring Tool and Meserial
Firehouses have b=er showlng a4 *0=minute videctape thet capiures some of the
most striking lmages and scunds of che chacs act che World Trade Center on Sepr.
I1. The tape was made by a French fllmmaker who happaned to be racerding firemen
in Lower Manhattan when the first plane struck the rnorth tower. The f[ilamaker
says he wants te turn the tape into a documentary and give it to the faailies of
the dead. Al

Pataki Health Spending Flan

The governar wants lawzakers on Monday to approve a wlde array of new health
cara spending, program cuts and taxes that include money for doctors'
palpractice bills, lower payments to pharmacists and & higher cigarette tax.
farts of the pazkage are already sesting reslstance both lnside and cutside the
Scate Legis_ature. ol

Hew Jersey Troocper Chiel
Govearnoe-=lact MocbG-ceevey chose Joseph Santiago; 56, who gained a reputation as a
<ougk, strong=wllled leacder as directer of the Hewark Polles Department, to lead
the state palice, Bl

Hepdiea:r Cases Be

RATE & IDEARS BT-20

Kew Repomitory for Film Photos
The Museum of Modern Art, relecting protests from the Hew York film comsunity,
will mewe irs rien ecallection of four million still photographs from Cllma == @
rare recard of cinema history -- to a Pennsylvenisa starage center for an
irdefinite perliod, 87
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W, A, Cciawall
& mi=igrer whoe led the conservative movement now in contriol of the Scucthern
Baptists and a former pastor of the Flrat Baprist CThurch of Callas, one of ehe
seromina-len's first megachurches, ke wag %2. Cle

BUSINESS DAY Cl-1&

Erxren's Calls to Toeasury

Enron'a prasident, Greg Whalley, repeatedly salled a senior Treasdry Depariment
sfficial, Peter 3. Fisher, to seek nelp last fall in azranging bank logns for
Ehe fRecgy company as it acrambled to aveld cellapse. Al

Copeaen btaabk tha ascalating Enron inguiry could ensnare the White Houvse has
rattled scEe EgPuh;L;-n; in Congress,; who nonethelass are warning [emocrats
soair=t trying to uze the case for partisan advantage. Al

Sweepinyg Tuthacks ar Ford

Ferd cut 35,200 workers, closed five plants, including cne in Edison, H.Jd . and
dropped four medels, including the Lincoln Contirental and the Ford Zscort, as
it scaled Ba=k Morth American produccion by a million cars and trucks a

yeaz. Al

Cautinh FEoR Gresnspan

Alan Cresnspan, the Federal Reserve cheirman, said the economy was not yet out
of danger, injecting a powerful wolce of cautlon into a growing censensus on
dail Strest that 4 Fecovesy was immsnen: of already under way, (|

Setback [or Microsoft

A seadaral judge Ln Baltimore rejected a settlement of more than 100 private
class-action suits againas Microsofr [lavelving the cententlon that the company
had overcharged for Windows, the eperating systes on 35 percent of all 2C's
sold. c.

Business Digest cl

TOITOQATAL Ald-1%

Editoriais: Minimizing the Enror taint; nuclear weapene subtractions the Crown
Helghts saqa, ccnt'd,

Column: BILY ¥aller.
Bridge 813
¥ Listings 820
Crosswosd  B17T
Kaather D&
heefrs ¢ S Dyt ines . Sam
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am ke Lreiss ©o flguse out now Eo handls the pacwwash from the collapse of
En-cn, Gasrge W. Buak Ras a great advantage. Having watched what happened Lo his
pragecasssr, be should understand the imparrance of simply making evoryono tell
tha truth right away.

[t ia gairg too Fac at the moment Co call the collapse of Enron & scandal for
the Brd% sdeimistration. The head of Enron was one of the president's biggest
-arpafgn donors, end we nsw know that he called twe cabinsr officers lasr fall
Fo wass mhem that =he company was in terrible teouble. But none of that was
ne=pssarily improper, and there is no indicatien that those calls or other
sompargarion=s betynen Enren axecuiives and adninistrarien officials led to any
sErien by the government.

That 8as pot stopoed Mr. Buash frea trylng to aidestep the Enron connsctions
re his admanistration. He ifmplausibly elalmed thia week that Enron's chief
mgeouTive, Eenneth Lay, a longtime {rlend and financial supporter, was actually
an associate he had somehow inherited frem his Demoacratle proadeceasscr ag
governor of Texas, Ann Richards. Treasury Secretary Paul O°'Nelll's asssction
that Mz, Lay never asked for federal help acunds pecullar now that a top alde to
pr. 0'Helll nas seported getking many such raguests From Tnren.

Theore are plenty of things Mz, Bush can do to lnoculate himself against any
raimt from the Earon disascer. He should embrace campalgn fimance reform; denand
s sevaring of <ies between Enren and those arcund him and cocperate with all
Congreasionanl Investigations on the issue.

Enron might seem less threatening to Mr, Bush 4f his presidential carpaign
sad not receiwed huge contribucions from the company and its top olficials. The
pest way for H:r. Bush Eo minimize such taint i3 o work with Congréas o ban
gnsegulated parycy donations by corporations, unions and rich indiwviduals, kroen
ax ZofE mEnay.

Mr. Bush should follow the exemple of a predecessor he edmires. Aftec 1904
prasident Theotdsre Aossavelt ciscovered that corperationa had been sgueessd for
donations to his zampaign by his fozmer commerce secretacy, and ke responded by
calling for a ban on corporate donaticns. It was enacced in 1907,

Mr. Bush can take other Bteps on hls own. He should ask his hand-picked
=haice For chaicman &f the Aspublican MNatiomal Committes;, foarser Sov. Mare
Racicot of Mantara. to withdraw [rom the pazty job or resign from a law firm
that has Jekbied on behalf of Erncen and other clients.

Tne president ¢an alsc prevent any talnt from spresading by ordering
adnin:s~razlaon merbers to cooperate with all selevant lavestigations Inte Znron
ard The extent to which it kas influesnced adninistcration snezgy policies. Snran
afficiales wore EFregquencly consulced by Vice Freosident Dick Cheney's energy bask
foron in Zzafeking an administration policy and a&n energy Bill that confermed
with Erron's fimancial interests, particularly on enecgy regulation. Mr. Cheney
should impmediarely turn over all records on these cenasultations to Congressional
commitkess and cha General Accounting Office.

tmg president should recognize that secreb consultabions en energy have
uldercat the laglislaticon that the adminiscration backs Im Congress. That Ls the
nature =f secracy and campalgn ocney. Mr. Bush can get rid of the psoblem 1T he

acks boldly so diszlose everything and place tight restrictions on Lhe influence

of manay in polltias.

Eenpi fwew.nytimes.com
LDAC=DATE: January 12, 2032
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Januwazy 12, 2002, Saturday, Late Edition - Final
SECTION: Zectlon Ar Fage 1; Column 5; Business/Financial Desk
LENGTH: 1ol wards

EEADLIME: EMAON'S COLLAPSE: THE OVERVIEN;
ENRDE S0UCHT AID OF TRERSURY DEFT. 1O GET BANK LOAHS

BYLINE: By RICHARD W. STZVEWSOM
DATELIME: WASHINGTOM, Jan. 11
BODY z

The president of the Epcon Corposatlion repeatedly called @ senior Towesury
Jepartment official last fall and sought help arranging bank loans for che
enarqgy campany a8 At scrambled to avoid callapse, the Bush asdminisatration sasd
Eoday.

Tre cffi=fal, Perer R, Flaher, the under secretary of the Treasury for
comestic finance, spoke a1k or eight tilpes duripg late Ostober and early
Movember with Greg Whalley, Enron's president, said Michele Cavis. the
department s SpoKBSWOmAn.

Ha. Davis sald “hat as Enron teached che polnt wheze lta lenders had ta
decide whether to advance Lt more money, Mr. Whalley asked Mr., Fisher to call
the company's banks.

Mr. Fisher "infecred he was being asked Lo encourage the banks t£o extend
credit, ™ M8, Davis said.

She said that Mz. Fisher did not incervene on Encreon's behall. “"He wade neo
such zalls, " she saic. Hr. Fisher declined to comment.

A spokesweran for Epron, Xaren Denne, said Mr. Whalley's canversathons with
Me. Flaher were "infosmacional.™ She said she was "not aware” of Mr. whalley's
seaiing halp from M, Flaher,

"We always [elt it was appropriate te Keep the Treasury Department inforned
af —he Enron situation,”™ Ms. Denne sald. "Znron was the seventh-larges:t company
in the coun=cy;, and the largest energy player.®

The Treasusy Department also disclosed tenight thar HRobert E. Rubin, whe was
the secretary in tae Clipteos admiatlatracion and is pow chairman of the sxecutive
commitiee at Citigeoup, the banking company, bad called Mr. Fishar on Mov, B
about kthe situation.

Accorcing o =he apcount provided by the Treasury Department, Mr. Fubin asked
Mr. Fisher what he thought of Mr. Flsher's calling the credir-zating agencies o

ercourages chem to work witk Enron's bankers to avest an Imeediate downgrads in
Enrton's debt. A dosngrade would make it difficult for Encon te Berrow more

moTIey .

Mr. Fisher, according to the depariment's account, fesponded Lhat he did not
rhins making such & call would be a good idea, ard Mr. Bubin then agresd that
his poaltion wasd reasohable.

AnaLyst: say Clrigroup has lenb ab least 27150 milliseA ta Enran, and may also
have adcitional llabllity through insurance pollcles that lts Travelers
aubsidisary tesued on Enren oil and gas contracts.

A persch close oo Mr. Ruobin said the Treasury Department s accounc was
largely accourate, emphasizing that Hr. Rukin had agreed in the end that it would
nor ba appropriate fer He. Flaher to make the call,

The discleosures came a day after the administration said that Enron's
52
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shairoar, Henneth L. Lay, A major campsign conkributor to President Eush, hac
sonsacted Treascry Secfetary Paul H. 0'Nelll and Comporoe Secrebary Dopald L.
Twans, amd had ssught Mr. Evans's help in dealing with & possible downgrading of
the esmpany's credit ratings, Mr. Evans paid ho decided that Lt wauld be
inapproprioets Tt help.

The corpary's Dankruptey filing in December was a high=-profile bookend Lo Lho
so=go ywars of the 1930"s. It has sot off criainal lnvestigations into both
inron ard bra auditor, Arthur Andersen & Cempany, lnquirles into how regulators
d:d no: axpose the problems In Enron's elaborate financial structure, and
smverpment roviews of how Enzon employees lost much of their retlrement savings
by leadirg their 401(K) accounts «#ith company stock.

Jut cver the Last few days, Inron's contacts with administration efficlals as
it sought bo avert bankruptcy have also become a cCase study in whethaz big
mampalgn contribeters gt preferential treatment.

Admipiseraston officials said Earen did not get any special help fres them,
Eue Demcoratd in Congress arse gearing up for hearings imto tha clome ties
meewoen Earer and Mg, Bush's administration.

n & lettes sent to Mr, ©'Heill end Mr. Evans today, Representatlve Henry A.
Wasman of Califernia, the senisr Desserar on the House Copmaittee on Governsant
Refarm, asked whotaer the administration's contacts with Enran had given thee
early warnings of the company’s fimancial trouble that ecould have helped avert
kig losses for shareholders ard spnlovens.

"The purpese of the reguest,”™ Mr. Waxman's lecter sald, “is to determing why
tpe adminiscra=isn apparently did nething to mitigate the hars ol the Earon
pandraptoy to thoosands of its employees and sharehclders.”

Edministrarion officiala sald Enron had not provided He. O'Heill, Hr. Flaher
ar ¥r. Evans any informatien that was not already inm the newspspers. Asked aboul
the politimal implicarlons of the case, Ari Fleischer, the White House
spokesman, said today, "This dog wen't hunc,®

Mr, Fleisshar said the pres_dent's focus was on "gerting to the bottam of
this fully, throcvgh a crimiral inveatigation and a thorough policy review.”

Bur ecday's disclasure of additianal contacos between the company and
aeministracion officials suggested the depth and cemplexity of Enron's dealings
with the faderal government and the scrutiny the company's failure could bring
<o both pazzies.

Even before Les financial preblems started to beccoms apparent last summer,
Frean was wiocely viewed as having considerable influence in Washirgion, and with
the Bush adripistratien im particular. Mr. Lay had been one of Hr. Bush's
niggeat contrlbutcrs and had worked closely with Mr. Evans in raising money from
cusiness susgutives,

In one axampla of Enron’s influence, Mr. Lay went to the Federal Znecgy
pegulatory Commission's new chalrman, Curtls Hebert Je., earliear this year.
A=cording to an account Mr. Heberr gave to The New York Times and the PBS aeries
Tron=line, Mr. Lay offered t¢ continue to suppert him in his new jeb LI ne would
change his views on electrigicty deregulatien.

Mr. HAebert =said ne refused the offer. He was later replaced. Hr. Lay recalled
the eanvarsaticn differs=ntly, sayirg chat Wr. Hebert had sought Enzon’s Supgors
at the White House.

In contacting Mr. Fisher in the fall, Enzen was In rauch with an efficial who
knew as well 38 any the mepaitivity of governmenz involvement in bailing out 2
company in diffieulty. In 1998, while a tep offizial of the Federal Resezve ZJank
sf New fork, Mr. Fisher had played a major role in organizing a cfescue By the
ipvestesat induatsy of Long Term Capital Management, whose collapse was
tareacening to ripple through the entire {inanctal asyatem,
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Aecording o taa White Housme, Mr. Lay had specifically ralaed the tnmpmri!an
g nang Tecm Capital when he spoks to Mo, D"Heill on Oct, 28, Hr. ©°Neill zhen
=i lmad bthe rssue with Mr. Fishsr, who rasponded that the comparlscon was "not
apt,™ Mr. Flaischer said.

A=m under socratary for domestie fimance, Hr. Fisher has the respoanaibility of
kegoing tabs on the finanzial markecs and on developmenis that might create
proglems for panks. During the period that Hr., Whalley was calling him about
Erran's conditian, Mr. Fisher was in regular contack with inveatmeant firms aDout
wnerher Enroa’s problems would affect the financial system: adminlstratlon
arfi=isls and Wall Street exscutives salkd.

Encon's erodit rating wes downgoaded on O=t, 2%. The Securities and Exchange
Fopmissias announced on Oot. 31 that it had opened a full-fledged inwvestigation
into whether it had nisled investors, Enron was tTying Eo arrange a sevgar ard a
1ias ef aredit from banks to keap it solvenl in the meantine.

Goloman Sachs Grouwp ard Morgan Stanley were among the firms contacted by
“roasury Depacrtment officials walghing the potentlal implications of Enron’s
rroubles, poople at those firms paid. Hr. Fisher spoke regularly Throughsut
Enrsa's disincegration to Lloyd €. Blankfein, & senicr erecutive who oversses
Goldman's trading of bonds and commodizies, incluging energy.

Sther T-easusy officials checked in with credit and trading managers at
Margan SrLaniey.,

But people familiar with those conversations described them as falrly routine
and infarmal ard sald they did not invelve Morgan 3tanley's chief oxecutive,
Fhilip Purcsll, or Goldman's co-president Johr A. Thain. The discussions were
apoct the fisme® trading positions and fimancial expoaure to Enrch, 7oL about 3
Eaileut «f the coppany, these people said.

M, Blankfein declined o copment.

sr, Fiehar was also in contact with Dins Hes, the executive vice president
ard manager of the Federal Open Market Cesk at the Federal Reserve Bank of New
York, who serves &% the Fed's eyss and ears on Wall Streat.

*Every day Feter Fisher i3 in touch with people in the market gauging their
rancarns aBout what 15 Rappening in the world, ™ da. Davis sald. "It's a roucine
fanstion of his= jeb."

Buz Mr, Fishee’s rele ln the affair is sure to come cnder additional
sstutiny. fccording te nis financial disclosure form and Treasury officials, Hr.
Fisher has & small, indirect investaent in Enron through a trust ser up by his
parents. Ms. Davis said the Enzon steck in the trust was worth less than 55,000
at the beglnning of the fourth guarter, putting it belew tha lewval at which it
weuld subiect Mr. Fisher to government conflist of interest regulations.

Tha administration disclosed a anumber of other contacts with Mr. Lay coday.
Enecgy Jdecrstary Spencer Abraham called Mr. Lay on Hovw. I o ask about the
situatiaon. And Mr. Evans gald through his spokescan, Jaoes Dyke, that he had
spoken o M:z. Lay in mid-Hovenber to discus2 a4 power plant that Enton operates
in Teedlas

But che admiristration alsc continued lts efforts te play down its ties to
ERFon. In an ipterview with The Associat=d Press, darl Rove, Mr. Bush'as
policical adviser, said of HMr. Lay: "The president knows him. He i= a friend.
Dut the ides that he Ls a friend in the senss that this is a guy who's a close
iacimate 45 just ludicrous.™

EEzp: f Awiiv. DY LiERS .. Som

=AFHIT: Ehoto: Pe=efF . Tiaber, ar under ssecpetacy of the Trassury, was
centamzed by Enron before its collapse. {Bloombezg Mews) [pg. C4)
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Caar=: “DOLLARS AND CENTS: Enron's Political Giwing™
Erren has besn 4 =emerous political contributer to boeth polirieal partiss, Eao
pha Bush presdidential campaign and to menbersa of Congreas.

faft morey contributlions
F3OM ENRON CURFE.

To Bepubllzans
SLECTION CYCLE
‘S55-202C: FE43, 1755
200L-2002: 67,253

T Camoccatid
ELECTION CYCLE
1959=2000: 5533, 065
200i=2302: S102,0%0%

FRECH EMASN EXECUTIVES
fall ko Republicans)

Eenneth L. Lay
Thal=man. Enron Coip.
ELECTION TYCLE
[558-2000: 325,200
00 .-2002: 57,710

Jeffray K. Skilling

formes chlef sxecutive, Enrch Corp.
ELECTION CYCLE

1992=2000: S50, 050

2031-2002¢ -

foremst E. Hoglund

Former chaleman angd chief executive, Earon 0il & Gas Qo
ELECTION CYCLE

189%=-2000:; S125,00C

MO1-2002: 534,572

Ocher contribulblons
Tc Bush presidential campalign by Enzon Corp. PAC and exployees: $34,E75
Tc the Bush-Cheney inaugural gala by Encan, Mr. Lay and his wife; and Mz,
Skilltmegs 5100,000 each, for a total of 300,000
“r. lLay was =ne of the Bush campalgn's Fionesrs, people who raised at least
5100,000 for the campalign.

fortzibuclons to carzent members of Congeesa (Tep 12, 1989-2001)

SEHATORS

Kay Bailey flutchisan R, Tex. 33,500
Phil Gramm R, Tex. 97,350

Senrad Burns R, Mopt. 23,200
Charles E. Schemer b, W.Y. 21,933
Hichael D. Crapoe R, Idabo 18,682
Chrisvepher 5. Bond R, Mo. 18,500
Gasden K. Sritn B, Ore. 18,003
Jeff Birgaman D, ¥.M. 14,124
Chuck Hage. R, Heb, 13,331

Pata V. Comenici A, W.M. 12,000
Jokn B, Breaux D, La. 11,100

iskn MoCain B, Acls, 9,%00

REFRESENTATIVES

¥an Bantsen 0, Tex, 542,730
Shella Jac<son-~oe D, Tex. 38,000
T L. Bar-on A, Tex. 28,903

Tam Celay B, Tex. 18,300

dartin Frost . Tex. 24,230

o — & mp . . —— .- 5 e ———
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fhecles . Stecholm D, Tex. 14,439
“mar Edwards 0, Tex. 19,000

Doug Bersater R, Heb. 1C, 000

Larsy Combes: K, Tex. g, 820

Jokn 0. Dingell By Hich. 2,000
iarl Blumenauer O, Ore. 8,500
Ravin Brady A, Tex. B,.001

sen=liedes & 5100,000 cantribotion to che Demscratic Fenaterlal Canpalign
rermikzes made in the fall of 2001. The commattes is conzidering giving the

sope=ipution B SRBELITY.

ISaurces: Pelivlical Money Line soft money contribotions and contributisns ko
Zush pres-dential carmpaign ; Center for Responsive Politlcs top Congeessicnal
recipients, inaugucal gala donations

lpg. C4)
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HEASLINE: ENRCH'S COLLAPSE: THE POLITICS:
Fazeies wWeigh Policical Price Of Znron'"s Fall

BYLINE: By RICHARD L. BEREE
SATELIME: WASHINGTOM, Janm. 1l
BRODY

Cop=arn that the egfcalating Encon lnguiry could ensnare the White Houss has
sact.ed sone Republicans in Congress, who said they were not yet willing to
defand the sdnipigrratlon while so many Facts wers 3till unknown But who warned
Demgcrats against trying to uae the case for partisan advantage.

n Lintecvieaws, many Repubhlicans sald thoy were hopeful that the
{nvearigat lons would cenclude thakt acministration officials had done nothing
wrong. Eut they were approaching the matier warlly becauss 30 many quest iona
comalined upnanswered,

"The dange:s here i3 if scmebody acted in & capacity for the administration
and the admipistration cus them a special favor," sald Represantative Thomas M.
Cavis [11 af Virginia, chalrman of the Hational Republican Ceongressional
memmicree, "then you kave an issue, So far, there's ne evidence of that. Bub we
Rave & responaibiiity to take a look.”

Bepresentative Mark Foley, Republican of Flarida, said that while he would be
syrpriged Lf thers was a finding of wrongdoling by the White Houses: "I don"s
taink this goes away. We have £o go to wheze this leads us. IC dogsn’t matter if
{=*s & cabinet secretary or a line worker in the White House.®

Mr, Foley addes, “Wnen the front page described a presidential link, ic's nat
haipful. "

Rlready, =he publlecity over Enren has unnerved Ropublican peliticians A Mr.
Zuah Tr.es te keep the public raliled behind the war and his plans for ihe
gconomy, and his party is geacing op for midterm electlons. with the prospact of
Pongress.onal kearings, the distraction is likely to continue for scoe time.

5
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"FThis .8 sounterproduckive o us xeeping focuasd on what we nesd ta keep
focussd on, " said Mike McDaniel, chalrman of the Republican Packy in Indiana.
=W 5rill have oen and woemen out theeoe putting cheir lives on the line, But the
cemocrats are fapping it up to naxe It an ldsuve in Che campaign.”™

indeed, Oeccorats 4Ee savosing what sone desccibe as the biggest cpsning thay
have had to portray M. Bush and hia party as pawns of speclal interests.
tevaral party leaders said their strategy was to nobt ADpeAr cragzly poalizieal by
attackinz —he White Houese. Instead., they intend bo sit Back gquietly, expressing
ayroathy for workers and lnvestors hurt by EZnron's ccllapse as Republicans face
a4 caycads of UAEST1oNs.

=The BCraTEGY -5 going to be to let the investigation take 1fs course and not
ee dial iz uve politiesally,® sald one Democzatic Peacty official. “IE your ensmy
‘s shooting themselves in the fogt, yoo let them.™

Terry Mchuliffe, the Oemocratic Party chairman, foliowed just that couras In
an interview, saying, "This issue does not need any [uel from Terrcy MoAuliffe,

it has eccven =oa its own. 5o I'=2 golag te atay rplght oue of l=.%

The Deacsrats alao could be restrained by the disclosure today that fAchert E.
Bubif, the Treasury secratary under Preaident Bill Clinton apnd now a top
exacutive &1 Cizigzoup, had called a senlor Treasucy official to ask whether he
would consider asking a bond-rating firm to hold off on dewngrading Eanrcn'sa
debt, a move that could cost Citigroup milllons of dollara. The Treasury
off:gial, Fecer Fiaher, a Demoorat, sabd ke would net Interceds.

Anathar reason Democrats sald they were itreading carefully is that Encon was
3180 4 genesous doner to Dompcrats, including Senaters Charles E. Schumer of Hew
¥ork, Jeff Bingaman of New Mexico and John B. Breaux of Loulsiana and
Fepresentative John D. Dingell of Michigan. In fact, Republicans plan to porteay
the Tneon collapse a3 & bipartisan disaster.

nrete & fitiple difficelt for the Democrats to point thelr fingers." sald
former Popresentative Bill Paxon, a Hew York Republican who is closa to the
Whize Houss,

Tad Devire, a —op strateglst for Al Gore in the 2000 prealdential campaign,
concadea: “Cur party kas to be careful in the way we pursue it. The Republicans
depanstrated in the 20's that tf you are cvergealous in pelitical peraecution,
yeu'll pay & price."

Bur Mr. Devine assected that Ensen's donmations o Democrats would nokt aster
his party from maklng it & campaign issue. "Sure, Cemocrats recelved meney {rom
Emran, " Mr. Devine said. "But the locus of support Buah had, with Enron being
aat of nis homa state, could make thies a wery big problem for him.®

Thn= White Heuse ls clearly on the defensive. Today, for pachaps the fi=-st
-ima §im Rer rtorure as VWice Zresicent Dick Cheney's counselor, Hary Matalin was
in full pelitical tilt. She and other Republicans invoked Clinton scandalas —-
includien his affair with a Wnire Eouse intera == g thay defended their own
presicert,

Appeaczirg this morming on the Don Imus radio program, Hs. Hatalin sald
criti=s "acz ilike there's scms bBLiling records or some cattle scam or scme Zired
cravel cides gor sone blue dress,”

The presldent himself has alss been on the defensive, putbting scme cistance

sween himsalf and Menneth L, Lay, the chalcrarn of Encon, by saying that Mr.
Lay had supported Ann Richazds, the forser Democratle governor of Texas, over
him in the 1994 campaign.

Pepides trying te stoke guestions sbout the Democrats, the White House
approach Le to make the polne Lhat the president has aothing to hide.

=1f anybody else wants to focus on palitics, rhat's their prerogative,” said
57

00800000000234



Arl Fleidcher, the White Fouse press secretary. “But the president's focus 1s on
setting =o the bottom of tnis fully™ by supposting & thorough criminal
inwestigation and palley raviedw.

aezad 1f the Enron affalr and the resulting investigations could dog the
presiden: throughous the year, Mr. Flefscher sald: "This dog won®t hont. That's
& rafgrernce ta the politics of It.®

tor rha unfoclding Enren case has already set off & frenzy of finger-pointing
a=sng Repablicard, some ¢f whom have raised guesticons about the zele of Faul EH-
G'Helll, the Treasursy secrecary, and Denald L. Evans, the Commesce secretary.

fne ssaicf adviser Eo the Walte Hoome said: "The adninistretion wanted Lhis
te ba The wesk of the president's bipartisan education BI11l and zontinued
auccass in the war in Afghanistan and beginning of a pivet To the State oi the
Hniocn. [ don't think the Sunday ahows are going to spond @ lot of Lime talking
gl the edacatlion bBill. Do you? IL's all Encon all the time now.®

Anather adviser o the White House said cthat while the accusations from some
Semacarats were ovesheated, he feared that "nothing Ls going to keep pecple Ircm
frothing about this, and it gets the president off nessage and makes him
feackive.”

tome Deracrats who worked [o the Clinton adeinistration and endured yoars of
scandals weze privately celebratirg the latest tuzn for Mo. Bush.

Gesiirey Garin, a4 Democrazic pollster, saia the Enron case could be
peneficial as his party’s candidates maxe the casze this fall thar Republicans
a=a a party of spacial intorests and big business,

"This is a stery abous a pewerful and well-connscted corporation hurting
average pacp.e and it goes co the heart of how votars See the diflferences
betweon Republicans and Demccrats,® Mr. Garin said. He conducted a nationwlce
poll last week, ha said, which found that “alresdy over &G0 percent of the
glectorate know abaut the Enron sitaatien, ™

An slament of ths Democrats’ strategy is to depict the Democrats as the only
parzy willing to pass laws to protect workers at companies like Enron.

Gaov, ceanse Shaheen of Hew Hamgshize, a Democrat, f{camed it a5 an econogic
paster, "it's a poteptially big isaue,® she said. "Everyone who has watched
wna='s happened ts the employess of Enron who have lost all their retirement
savings while managemant cashed cut is wery concerned.”

Tom Cooé, & former chief of araff for the Republican Farty, puk forth his
concarn: =The real gqueastion is, was chere something given ta Earon that was
inappropriate? ! don't have the answWer to Lhat."”

But, Hr. Cole added, "If Whaizewazer didn't help us, I don’t thirk Enron's
going to help tnem. The pelizics of scandal have not been successiul in Tippong
*he par=isan balance of power in Washington during the Clinton administration
Arnd particularly in the wake of Sept, 11, this stufi seems pretty trivial.®

REED W, DY LLmes. oo

CRAPHIC: Fhotos: Many Dempsrats see Enron’s ties to the Sush administraticn as a
potent pelitical weaper to use agalnst the Republican Party in midterm elactlons
Ehis yeaz. But Encon alse contributed heavily to the campalqns of many
Carserabs, including, fzom left, Senatcr Jeff Bingaman ©2 New Hexicd, Senator
charles E. Scoumer ef Hew York and Represencative Jehn D, Dirgell of Hichigan.
A4 oa resule, Boe Republicans said chey would portray the company's influence as
pipactisan. [(Susana Kaab for The New York Times); (Associaced Pressi:
(As=oclaced Pressi[pa. C5)

LOCRI-JATE: January 12, L0002
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HEADLIKE: Fubin Aaked Treasury About Ald o Enron
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BOCY &

Farser Climnton Tseasury secretary Hobert E. Bubin telephoned a top Treasury
affiplal last fall to explocs whether the Bush adeministration could intecvens on
mapalf of Enron Corfp. 48 the glant energy company neared collapse, officials
said yesterday.

Fubin, chairman of the executive committes at Cltigzoup, one of Epron's main
creditors, called Feter Fisher, Treasury underaecretagy for domestic [inance,
ard asked "what he thought of the idea™ of calling bond-rating agencies ta help
forastall a czippling reduction in Enron's credit ratlng, according to a
statement celeasged by the Tressury Depactmant.

Figkar to.d Rubipn that ne didrn't think it was advisable, and did not make &
call, Treasusy salid.

The news of Rubin's efforts concloded another day of disclosures at the
Trogasusy Department, on Cepitel HL1l and elsewhere about the extent of
FOVOrnEEnt contact witn Enron executlives in the woeks balore the company's
Zjlipg for bankruptcy court pratectien.

Yastorday's developments included the Treasury Department’s disclosure Chat
Er-or Presicent Lawrence "Greg®™ Whalley nad ®six te eight™ conversaticons last
£2'1 with Fisher, including one in which he asked Fisher te call Enron's lerders
a3 =hey cecided whether Eo oxtend credit to the company.

Blso yesterday, Congress moved closer to filing & lawsuit agaimst Vice
frasident Crearsy to forzce the relesse of Information on administration meetlings
with eaergy industcy exesutives last apring. Congressional Democrats want Lo
eraw hew much influence the executives may have had on adainistration snergy

Poalz¥.

Enran's Dec. 2 Filing for pankcupticy law protection was the largea: in 0.5,
history, Wiping out the pensions of thowsands of workera. The Justice Depastment
eperad & crininal investigation inte the collapse, and Presidant Bush on
Thursday created tasy forces to examine changes to the law tc protect pensioners
in Bankruptcins.

That same day, Enren's auditcr acknowledged it had destroyed thowsands of
decuments; two Buosh Cabinet socretaries said they had received calls from
Tnron's chiaf executlve, Kenneth L. Lay, as the cempany rmearsd collapse; and
Arzorney General John D. Ashoroft recused himself from the government's criminal
prabe bocavse he had ceceived contributions from Enrcn for his Z0D0 genacorial

zampaign.

Am lawnakess and the adninistraticn tried fo szt out the legal and
poiitical conasquences of the growing contioversy. the adminiscratlen argued
forcefully that there was no wrongdeing because its officlals did not intervens

59

00800000000236



=5 gld Earon, Bur some Democrats. including Rep. Henry Waxman [D-Calif.), sald
-he administratlen skould fave tfied to procect Encoh workers and pansioners
r learning the company was about to declars bankrupesy.

The Treasury Depaccment®s scacements about Rubin showed Enren™s politfleal
rgach and tha admi=iarratlon's deternination to point oot bhat the company had
contacts with proatnent Demecrats as well as Republicand,

Aecording to =he Treasury stasenent, fubin ingquired Wov. B whathar the
Jovernmes= could encourage the bond sagencies to work with Erron's lenders o
fpes 4F brere im an altecnative to an lemediate downgrade" of Epzon's coedit
raring. The downgrade likely would have forced the company inte Bankruptey.

A =purce close to Rubin said the Treasury statement was "lasgely accurate; ™
bu= trat Bubin orefaced the call by telling Fiskes, "Thia is probably nat a good
igaa,. " The =surse sale that a potearisl marger betwesn Enrcn and Lts Houston
solghbor, Dyregy Inc., was in trouble and that Bubin was "trying to held it all
togesher."

Citigroup iz one of Enren's two principal bankers; alang with J.PF. Moogan.
he kanks wase side by side with Enror in MHovember as it struggled to keep allve
ha Oynegy deal, The banks have taken the lead in trying to raise as muck as §
.5 pillisn =o help Enron through Lts Bankeuptey reorganization effork.

™
=

Tns Treasgry Department also said that in one o2f his telephone calls te
Fiaher duripg late Deoteber and sarly Mevenber, Whalley suggested Fisher help
Epron secure a credit extension. Enron yesterday suggested the cocoment was made
ir. jest. Fisher declined to ask for the extenslon, Treasury spokeswoman Hichele
Davis said, but he did talk a5 banks about whether Enron's collapse wWould Ba
roil thke manking Systexm or capital markebs that the governsent would be {orced
te inte=vense. The arswar Fishar received, Davis sald, was that the banks and
markats could abearb the loass.

Fhe digelosures portray more latensive contact between the administracion
and Erfer than the White House had indicated on Thursday. The administration
aaid chen that Lay had two conversations with Treasury Secretary Fawl H. O'Heill
and ons with Comrerce Secretary Donald L. Evans.

Lay suggested to Evans that it would be helpful lor Evans to bry Lo persuads
4 private credit-rating agency not Lo downgradse Enren's dabt, and Evans
declined, according to the Commerce Departmont.

Tna ecministration sald nocbody intesvened to ald Snron. White Eouse
spokesmen Ari Flelscher snd HMacy Hatalin, senior aids to Cheney, Eaid Lhey deo
=ot pelisve any White House offlelals, including Busk and Cheney, heard of the
appsoaches from Encen officials until Thursday.

Cangressicnal aldes rald yesterday that senior Democratic Ienators were
preparing a letter to the investigative arm of Congress, the General Accounting
Dffiee, sncouraging it to proceed with efforta to obtaln recorda of eestings by
“heney's energy task ferca, which drew up the administraticn's energy pol-cy
-ast spring, Toe CGAD has sald it would decide within 2 menth whether te flle a
lawsult to cbbtain ene records, which the Wnice House has said it would mot
aveyida, Corgressional officials satd GAD acticn is likely to come soon, but Lhe
agency .5 waiting for a quarantes of scpport fron lawmakers. Senate aides said
Sen. Byren Dorgan {O-M.0.1, who heads a Commarce subecommittes examining Enron,
has been wWwarking on a4 letker of support to the GAD, possibly Lo be joined by
g=hars.

5 spokesworan for Sen. Joseph 1. Lisberman (D-Conn.), chalrman of the Senate
Gavectmencal Affairs Commities, sald he believes "Congress has a right ko the
infosmation® and hopes the administracion will tuen it over witkset a lawsulk.

Some Republican lawmakers have alsc called on the White Kouse to provide the
Fepcpds of Lts energy task fearse, "It i3 juse basle information that should bBe
provided and isn't al ; y ] ;
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Ckriarcpher fhays [B-Corn.bs ®Who called an the GARO to pracesd. EBarlier this
acnzk, the Whife House disclosed that lts epargy task force met sla timas with
Zaron officials Sut mald the company's flpances wers not discuzsed,

Maralia said —he adminlstration position on releasing the information was
unchaaged. "If they want <o know what wWe discdssed, réad the ficst enecgy policy
in & gernsration,” she s2id. The House Ensrgy and Commarce Committiee asked
vesrerday for hundreds cf new records fror Enron’s auditor, Arthur Andersen LLE,
cnslodirg the perssnal files of Devid Duncan and five other Andersen pacrtners
crpvolyed in the audit of che company. The ccamittee belleves many of tha
destroyed documents were #—ealls sent to and from esecutlives, cormittes
gookesman Hen Jafinson sald.

"ha Senate's Permanent Subcommittea on Invessigations issced §1 subpoenas to
Ercon and Andersen yesterday. Its chairman, Sen. Carl Lewin [D=Mich.], said, "He
are going to be looking into the eclrcumstances surrounding the board membess’
Erzch stook ard option cradea, the conduet of the board'a audit commitces, the
canduct of the osard witch respect to both internmal and esternal audits.®

While congrassianal copmittess pursued their investigations, political pasty
pfficials trhed to taint oach other with donations zecelved frim the company.
Cip=¢ 1989, Enfon has made 5 5.8 millien in campalgn donacions == 73 parcent o
Republl-ans and 27 percent to Desocrats.

The FEepublican Hatiozsal Committes pointed owt that & lazge number of top
democrata received Enron contributions, including Liebecman, Seénate Hajosity
Leader Thomas A. Daschle (5.0.) and Hause Mipority Leadar Richard A. Gephardt
{Ma, !, The FHC alsc polsted out that the Democcratlc Mational Comnlites had
received 5 285,000 ia Earon concributlens in <000, But Rep. Thomas M. Davis ITI
{B-¥a.) 2ald yesterday the Hational Republican Congressional Commizees will
return § 100,000 donated by Enzon laskt year and called for blpartisan
investleazion inte the company's bankreptey and regueats for govermment help.

*1f anybody elze wants to focus on politics, that's thelr precogative, but
<he prezident's Eocus is on getting to the botram of Ehis Fully,™ Fleischer
aaid. A3 a political issue, he said, "thiz dog won't hunkt.®

flaher, the Treasuey officlal asked to lntervens with Enron's lenders, is= a
Democrat. He was previously with the Federal Reserve Bank of Hew York and helped
orchestrate & pelvate-sector ballout for Long-Term Capital Managementz, a £ &
bBilllich hedas fund.

His carrent job is te monktor the finsnclal markets. He kept in contact with
ke big playera on Wall Street, constantly asking if they sensed any fallout
from Enron's market condition. Hichelle Davis sald Fisher “politely cemarcoed”
whan he senssd fe was belng asksd to contact the Banks. Rebort Bannett. an

attorney for Enron, said Whalley called Fisher whenever there was bad news o
repart, bus suggested his conments were less sinister than the Treasury
Tepartment indicated. According to Bennett, Whalley told Flsher, "It would be
nice if you could get these banks to lend us someé meney. But I should tall you,
cur credit is ret good." Benneti Said Whalley then laughed.

'n additien to calling ©'Meill and Evans, Lay called Federal Reserve
Chairman &lan Greenspan on O=t, 26, "We will not characterize tho conwversaticn,®
a Fed spokeswoman said. "The chairman did nething in zesponse to the call
baocause it would have besen inaparepriate.”

Harpen Donng, spokeswocan for Enron, sald: "Mr. Lay does not believe ho asked
far anything. e wanted to provide information.”

raff wraters John M. Berry, Glenn Kessler and Spencer Hsu contributed to
this report.
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HEADLIME: TMROM'S COLLAFSE: THE PENSTIONS;
Bush Fronise=s a Look at Enployee Risks, but Experts Say Solutions Wen't He Zaay

BYLIME: By DAMIEL ALTHAN
BabY :

Reacting to the destruction of the retirement savinga of thousands of
enployees of the Enron Corporation, President Bush sald yestercay that the
adrinistration wauld start looking at ways "to make sure that people are not
pxpoaed to losing Sheirz life savings as a result of a bankrupeey.™

But without changes in law and corporate bBehavior, the White House may have a
hard time reaching that gosl.

Kany Enron ecployees lost their retirement savinga because the savlngs ware
tied up almost exciusively in coopany securitiea. Over half the funds in Enrcon's
401 (kY plans for smployess were Lavested in Earon's own shares.

That zitvacion i% by 5o means unique, said J. Mark Iwry, A former benefits
ra¥ counsel at the Treasury Department. Survey data suggeat that mers than 30
per=ant of assets are invested ln company atock at those companies that allaw
thels siock =c Be lnzleded in theirs 401(k) plama. And in companies Llike Enren,
where managewment has scae influence over hew employes aavings are lnvestad,
slightly owver half zhe assats on average are in company stock.

Why, given the seemingly obvious benefits of diversification, weuld wocikers
still end up putting so many nest &ggsa in the same basket?

By law, companies must offer aeveral cptions for 40l{k) plans. But unlike
tradirienal pension plans, which cannot put =more than 10 percernt of their assets
in any cne company, the rules governing 401(k] plans do not get limits. And many
sonpanies give thelr employees big incentivea to buy shares with theizr 401(k)
soatributions. Cospanlies offen match employee contributions only wizh sTack and
impose limlts on how seon the ahares can be sold.

Sgpcretary of the Treasury Paul H. O°Neill sald yesterday that he would

marzider ways =n g2ive American workers, more than 40 million of whom have money
in 4014xl plans, more freedom to make investment declilons.

Pur Brigitte Madrian, a professer of econcmics at the Univeraity of Chicago,
said holdess of 40l[k} plans generally show lirele initiative. Most people stick
with the #sfault 40L1k) plan set up by their company, sven if that plan inveats
saely .n the ccmpany’s shares. And employess are unlikely to keep close taks on
smair reripement EAVings, despite thé possibility of a sudden collapse like
Enren's. "Most pecple aren't inm the habit of tracking their §01(k] investmencs
on a dailly basls,” she sald.

The resscrs employess buy their own companies® shares may go beyond company
ruies, Zeoole may siroly be nore conflident ie Their amployers than in Ehe Deat
of the marker. James Delsplane, vice president for retirement policy at the
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fmerican Beasflts Council, sakd thar sven theugh Enren émployees had
soportanlties at cerzain tines to diversify their savings, many scill choae o
inyast heavily in the company'a stock because of their loyslty to Enron and Its

PAAT BUCCTESS.

sometices, co.leagues' confidence is snough. "Some employees felr secial
pressures ts put aven ehalr own money into company siock,™ Ma, Madrian =said.
mueopn workers, she said, suffered the most when Enran's value crumbled.

Legislation has intensified such crends, according te Mr. Iwry. He cited tax
gecucticns on dividend payments for shares bought through employee stock
cunezship plans, Such

TET ) - - i
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McGivern, Tom

Froam: Denige, C Ditirich@drb.gov

Sont: Monday, December 03, 2001 12:56 PM
To: Tom McGiverng@ida. treas.gov
Subject: Fie:

I found the filings on Enreon's website. Thanks anyway.

Tom . Heivern@gdo

LEreas. gov T deniae .o . ditcrichareh. ooV
=l =4

120301 11:47 Bubject:

M

I haven't found the filimg anywhere yet, but the best place to look may be
the following web sites:

http:/ fwww.nyeb.uscourts.gevy - chis ls cthe bankruptcy court for the
Southern District of NY, where the case was £iled, but it may be that you
get nothing from this site because it loocks like you have to ba regiacered
on the PACER eystem to get access. The Fed probably could make a pretty
decant argument that it should be registered. See the privacy statement on
the site.

hetp:/ foww.abiworld.org - the American Bankruptcy Institube site generally
le very good about getiing info before others
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Fisher, Peter

———
Frosm: Gnpss, Jared
Senl: Thursday, January 10, 2002 11:53 AM
To: Figher, Paler
Subject: POTUS Remarks (less Middla East O&A)

REMARKS BY THE PRESIDENT IN MEETIMG WITH HIS ECONOMIC TEAM
The Oval Office
9:42 A M. EST

THE PRESIDENT: Thank you all for coming. | met with my economic security team last week to talk about
ways to create jobs. We're meeting again with the components of the team to talk about one pan of econom ic
security, and that's pension security.

One of the things we're deeply concemied about 15 that there have been a wave of bankrupicics that have caused
many workers to lose their pensions, and that's deeply troubling to me. And so ['ve asked the Secretary of
Treasury, Secretary of Labor and Secretary of Commerce 10 convenc a working group to analyze pensions,
rules and regulations, to look into the effects of the current law on hard-working Americans, and to come up
with recommendations how 1o reform the system to make sure that people are not exposed to losing their life
savings as a result of a bankruptey, for example.

As well, Secretary of Treasury, along with the SEC, the Fed, and the CFTC, are going to convene a working
group to analyze corporate disclosure rules and regulations. In light of the most recent bankrupicy, Enron, there
needs to be a full review of disclosure rules, to make sure that the American stockholder, or any stockholder, is
protected.

And so, | think this is an important part of, obviously, other investigations that are ongoing. The Justice
Department announced and informed us late yesterday that they're in the process of investigating aspects of the
Enron bankreptey. The administration is deeply concerned about its effects on the economy. We're also decply
concerned about its effects on the lives of our citizenry.

Il be glad to answer a few questions.

) When was the last time you talked to cither Mr. Lay or any other Enron official, about the - about anything?
And did discussions involve the financial problems of the company™

THE PRESIDENT: | have never discussed, with Mr. Lay, the financial problems of the company. The last time
that I saw Mr. Lay was at my mother's fundraising event to -- for literacy, in Houston, That would have been
last spring. | do know that Mr. Lay came to the White House in - early in my administration, along with, 1
think 20 other business leaders, to discuss the state of the economy. It was just kind of a general discussion. |
have not met with him personally.

) - to inoculate and your administration politically from the fallout?

THE PRESIDENT: Well, first of all, Ken Lay is a supporter. And I got to know Ken Lay when he was the head
of the — what they call the Governor's Business Council in Texas. He was a supporter of Ann Richards in my
run in 1994, And she had named him the head of the Governor's Business Council. And [ decided to leave him
in place, just for the sake of continuity. And that's when I first got to know Ken, and worked with Ken, and he
supported my candidacy.

This is -- what anybody's going to find, if -- is that this administration will fully investigate issues such as the
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Enron bankrupicy, to make sure we can learmn from the past, and make sure that werkers arc protected.

) What can you do about pensioners -- what can you do about pensioners now? Isn't that horse already out of
the barn at Enron?

THE PRESIDENT; Our group is meeting, and they will bring recommendations here. They'll look at - fully
investigate what went on. My concern, of course, is for the shareholders of Enron. But my -- | have great
concern for the stories -- for those | read about in the stories who put their life savings aside, and for whatever
reason, based upon seme rule or regulation, got trapped in this awful bankruptey and have lost life savings.

And one of the things this group is going to do is take a good hard look at it.
Thank you all.
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Morman K. Carleton

Policy Director

Diffice of Federal Finance

U.S. Department of the Treasury
Room 2034

Washington, DC 20220

-
Dear Mr. clon: "fﬂ"ﬁ“

The Bond Market Assoriation very much appreciates the important work of the
U.5. Department of the Treasury and the President’s Working Group regarding cross-
product nefting and asset-backed securitization reforms.

I would like to clarify the Association’s position regarding a memo sent to vou by
Enron on March 1. The characterization of our Association’s position conceming
changes favored by Enron is inaccurate. Specifically, the memo states that “we expect
ISDA and The Bond Market Association to agree 1o these provisions, as they had
approved the earlier drafi.” As my staff communicated to you last fall when we were .
asked 1o review an earlier version of these proposals, the Association does not support the |
Enron proposals and Enron has no reason to imply or anticipate our approval of their
proposed changes. We deferred entirely 1o the President’s Working Group on these
provisions and endorsed only the weather-derivatives amendment once it was accepted
by the Working Group. We continue to defer to the President’s Working Group on these

proposals.
Enron did not discuss their March | memo with us prior to sending it 1o you. nor

have they responded to numerous inquiries my staff has made with them since they sent
it. Unfortunately, I therefore find it necessary to burden you with this clarification.

Thank you again for your leadership and support,

Sincersly,

n R. Vogt
Executive Vice President
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