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- THE ENRON TRIAL ;
Looting, lies, greed ruled at
Enmn, Fastsw says
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andrew Fastow testified Tuesday — RESOURCES
about his shameless greed and how giggEQRBANTS
wedll it fit into an Enron where the

Kary Ly
appearance of growing eafmmgs was Former Enron
maore important than adding actual chairman
value to the company. g:;fgego";’f

: CNarges o
' ; - _ fraud and
Enron's disgraced 44-year-old & conspiracy.
ex-~chief financial officer was on the Tt Sk
N £§155:1
stand most of the day in the | Former CEO
conspiracy and fraud trial of his —' gﬁadggw o
former bosses Jeff Skilling and charges of
fraud and
Ken Lay . conspiracy

It was an intense day with Fastow,
on questioning by prosecutor Iohnn  « Bloes
Hueston, running through a litany |+ 72 Wwaicn: Blogging the

U 4 4 trial of Ken Lay and Jeff
of fraud, avarice and looting he said Skifling with the Houston

he and others engaged in at the . rciess
N once booming company. ) w:‘it!er Loren Steffy at the
trial.
) « Legal Commaerntary:
Though he seemed somewhat Lay-Siiling trial anatysis
regretful and teary when talking from Texas attomeys

* EHRUN EXTRAS

about what he did to his family, he
was pretty comfortable on the
witness stand as he explained
setting up several side companies
where he felt heewas a "hero” to
Efvgerbecause he helped the
company hr@e iosses and
manufacture earnings, all while he got paid by both sides
of each transact&on

Fa%tcw said the cu ture and business practchs at Enron
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: facusecf on damg transactions to

g énoosed to maximizing th

; vatue He said Enron would pay out some cash to re
< higher, though fictitious earnings to Wall Street,

This is the first time Fastow, whose hair has become more
gray in the last few vears, has made public s.tatements
about his role in Enron's demise, He invoked the Fifth ,
Amendment before government panels ang did not speak
publicly after he finally pleaded guilty to two charges of

 conspiracy, forfeited more than $23 million and agreed to
serve 10 years in prison.

So far Fastow se,ems a strong witness for the government,
especially against his former mentor Skilling. Late
Tuesday, Hueston was just starting to ask Fastow about
the time Lay was at the helm in late 2001,

But the true test of Fastow will start today when he begins
facing a barrage of questions from Skilling's attorney
Daniel Petroceili and later Lay's attorney Mike Ramsey

‘Juice,’ but no footnotes

They allege Fastow and a few of his cohorts were all that
was wrong with Enron and that even Fastow's side deals
were all legal. Lay and Skilling complain it was just
Fastow's secret thefts and the distrust their discovery
caused that led to the company's eventual fail into
bankruptcy.

Fastow testified Tuesday that Lay and the beoard of
directors approved his being head of side partnerships
called LIM1 and LIM2, after the injtials of Fastow's wife
and chiidren. Fastow said the structure of the partnerships
were legal and they did some legal deals. But he said
many of the deals he did w;th Enron "as general partner of

LIM were illegal." s

He said his former boss Skilling was fully aware of all his
activities, made regular secret oral promises to Fastow to
make it all work, encouraged Fastow to do more and
warned that they should avoid disclosure to the public.
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top executives  will recam-

“Wefuﬂyinmmémpend

all executive incentive pay,” -

Jack Davis, APS president and
chicf cxecutive officer, said

“ ahmki?uy"m nize
that exécutives should not
be getting million-dollar
~BoNERs Wherihey dré
asking their ratepayers to
shoulder some serious ~
- -burdens. They-oqn.use
that money-t9'Help deal
with some of the -
short-term diffitulties

they. amhamag

: Knsmm
Cmpomﬁmcwmu‘miom‘r,

,,J
we wanttorequam The basis
for ‘this 15 there's & whole
bunch of cash going out of the
wmmv,mdthwuawnym
preserve some of that,”

A year sagu, the top five APS
expcutives esrned more than
$2'million in incentive pay. Da-
vie' bonue was $1 million. In-
centives are awarded by a
committee that judges how
weil executives meet goals for
mekpgcha. earnings, budget

Davis’ '
émnesaweekafteﬂhemoa-
nix-based utility asked the Ari-

See APS Page D4
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14 percent begioning April 1.
mt,mbmedwiﬂxﬁ;em

pany's annuzl § percent fuel

‘ adjustment, would cause the

from $101, based on 1,108 kilo-
watt hours of use.

Davis said APS' boerd of di-
rectors will vote Toesdey on
the recommendation to sus-
pend banuses for 18 top execu-
tives. The suspension would
not affect base salaries or
other non-cash. compensation
such ag stock options. It also
waoitld not apply o incentives
awarded to other Pionacle
West subsidiaries.

One of APS' most vocal crit-
ics said the recommendstion is
& step in the right direction,

+1 think it iz symbolicelly im-~

. | ~“portant,” Corporation. Com-
. :

KmMayessud"i

thmkmeyrecngmzethatexec»
utives should not be getting
milliondollar bonuses " when

. ‘they are acking their ratepay-

ers to shoulder some serigus
burdens. They can use that
money to help deal with some
of the short-terro difficulties
they ate having.”

MayesandCommswaetpm

Bill Mundell have mentioned
executive bonuses as one of
many expenses
should shed ax it seeks dunble-
digit rate increases.

In a letter sent to APS exec-
utives Wednesday, Mayes also
asked whether the ' utility
would slash other expenses
such as corporate travel, ad-
vertiging and stock dividends.

Davis said the utility always
looks at ways to cut unneces-
sary costs, but he was not im-
mediately prepared to answer

‘Mayes’ questions. A responss

is forthcoming, he said,

APS says #t needs Corpora-
tion Commizsion approval of
an inmediate rate increase or
it could face the prospect of
having its corporste bmd;rat-

W

‘the  wutility.

ing dwngradmi 10 jun skatu:
The wifity’s chief hurdie ha
heen skyrpcketing fuel cost
particularly natursl gas
Driring a4 heariag Th
on the emargency rcte b1
quest, Mundell, Mayes an
Commissioner Milke Glease
asked whether the action is a3
ate. _
*“What's the big emergenc
we're facing?” Gleason asker
An APS lawyer comcede
that the cash crunch isn't =
dire ag it was in 1984, the la:
time the utility won an eme
gency vate increase. Then, th
company needed cash to finig
construction of the Palo Verd
nuclear plant.
At issue ly APS' emergenc
requoest last week to recoup th
fuel portion of the company

- pending general Tate regues

That request was filed in Ns
vember and would raise mor
thap $400 million by increa
ing electricity bills 20 percen

Reach the reporter at
ken.alltucker@
arizonarepublic.com.
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Markels  Pavouts anger fcrmerEnron workers

06/158/2002 - Updated 012 PMET

_ Today's
-~ Edward Iwata, USA ToDAY : Microsoft Office
Barely a week after a workers' severance-pay helps keep the

greement was announced, former Enron
employees and their attomeys are furious about
distlosures Monday that Enron paid more than
$800 million last Year to 152 executives and
managers. “i's very disturbing, says Damon Silver,
associate general counsel of the AFL-CIO. "We're
appalled at the huge amount of money paid outto a
handful of Pecple, while thousands of others were
losing their jobs and retirement savings." The
disclosures, made in legal filings by Enron in
bankruptey court in New York City, come after a pay
agreement was reached & few days ago by Enron,

labor lawyers and an Enron employees' committee ;ms:?&ciiiegm’g:ym
- 8Ppointed by the court. : ard $82M in Joans last year.
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; ). ACC DECISION ALLOWS
~ PWCC TO REFINANCE
"ORPHANED" POWER PLANTS

Last March 28, the Arizona Corporation Commission (ACC) issued a temporary
reprieve to Pinnacle West Capital Corporation (PWCC) shareholders when it
authorized Arizona Public Service Co. (APS) to loan $500 million to its parent to
Eﬂgﬁgﬁnance five orphaned power plants. '

The reprieve is temporary because Pinnacle West will have to wait until the next
APS rate case is completed to know whether the plants will be included in APS'
regulated rate base or be required to compete in the electric wholesale market on a






- Enron directors ignored warnings, report finds hﬁptllwww.uamo&y.oom/moneyfenexgy/cmon/moz-m .
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U7/08/2002 - Updated 01:42 PM ET

s ignored wamings, report finds
By Adam Shell, USA TODAY ; .

Enron's board of directors contributed to the energy Closger look

trader's collapse because they were aware of the

accounting gimmicks, risky business practices and ¢ Read the report

confiicts of interest but did nothing to stop i, says a

highly critical report released Sunday by a Senate panel. "Enron's directors protest that
they can't be held accountable for misconduct that was concealed from them, but
much that was wrong with Enron was known to the board,” the 61-page report by the
Permanent Subcommittee on Investigations concluded. )
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