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Irail of complaints about Andersen

THE FALLOUT

The Enron effect shakes
nation’s investor culture

By Flynn McRoberts
Tribune staff reporter

HOUSTON — The financial
damage from Enron Corp.’s im-
plosion extends far beyond the
thousands of Enron employees
who lost their jobs.

It touches New York, where
the pension fund for firefighters
and other city workers took a
$109 million hit, and Milwaukee,
where a non-profit philanthro-
py lost $70,000.

Enron’s bankruptcy is likely
to raise garbage-disposal costs
in Connecticut, where a state
agency stands to eat as much as
$220 million from a deal in
which Enron had committed to

buying power from a Hartford
trash-to-energy plant.

And cautious investors with
no appetite for individual
stocks might still feel the Enron
pinch, because many of the
country’s most popular mutual
funds held Enron shares, once

touted as a must-have engine of

corporate profits.

But for all the spectacular
tales of investor losses when En-
ron’s stock price collapsed, the
more significant impact may be
psychological, some experts say.

The breakdown of oversight
in Enron’s case—from its out-
sideauditorstogovernmentreg-
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swers questions Thursday duri

Tribune photo by Pete Souza
C.E. Andrews, the global managing partner for Andersen, an-

hearings of a House subcom-

mittee investigating the Enron debacle,

MORE IN BUSINESS

® Emphasis on consulting comes at the expense of auditing.
m David Greising: Congress is off to a good start, setting the
proper tone in its investigations of Enron. Now what?

Problems preceded Enron

By Sam Roe, Cam Simpson
and Andrew Martin
Tribune staff réporters

Even before it became em-
broiled in the unfolding Enron
debacle, Chicago-based ac-
counting firm Andersen had
been battered by allegations of
bogus audits, conflicts of inter-
est and document destruction in
a handful of high-profile cases.

“While the cases reflect a tiny
portion of Andersen’s audits,
they represent some of the most
egregious allegations of ac-
counting fraud in history, ac-
cording to court records and in-
terviews.

In one instance, Andersen ap-
proved audits for a company
that overstated its earnings by
$1.4 billion over five years. In
another, Andersen signed offon
the books for a church founda-
tion that allegedly defrauded in-
vestors out of $590 million.

The cases share the same un-
derlyingtheme that is alleged in
the Enron collapse: that Ander-
sen, formerly known as Arthur
Andersen, approved audits that
misled investors about the fi-
nancial condition of their cli-
ents.

Andersen’s previous prob-
lems also highlight the dramat-
ic shifts in the accounting in-
dustry that have prompted cails
in Congress and from federal
regulators for stricter stan-
dards:

Once confined to the but-
toned-down world of auditing,
accounting firms. now offer
more lucrative financial servic-
es, such as consulting.

The additional work raises
questions about whether the
firms can objectively scrutinize
the books of corporations that
are also paying them millions in
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116 CHICAGO TRIBUNE

SECTION 1

FROM PAGE ONE

*  SUNDAY  JANUARY 27, 2002

ANDERSEN:

Calls mount
« for tougher

regulation

CONTINUED FROM PAGE 1

consulting fees.
The Big Five accounting

firms also have come under fire ing.”

for pushing the envelope with

£

in an effort to
e e

L years he-
fore salling

20
, “Now [ hava
1o

Andersen’s role

in the Enron
which is the largest bank-

dersen employees ocoupled top
posts at Enron, The Securities
and Exchange Commission, the

At least when the armed robber fice.

pullsagun, you know where you
stand.”

So far, Congress Is tightly fo-
cused on Andersen’s role in the
Enron implosion; last week,
spent hours grilling Andersen
executives, But given Ander-
sen’s history of similar allega-
tioms, some state are
urging a more

committees
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our concerns about the pattern
of evidence
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Andersen officials
of  destroved Colonial
including company budget fig-
ar should have known were in-  ures, the records show.
Last year, Andersen pald $110

her: y wwmnﬁd i ;
con-

- mue projections that Colonial
fici Andersen—knew

using future reve: allegedly

$110 million last year to settle suits by
Sunbeam Corp., then

Tribune:
Dean Buntrock was Waste Management’s CEO in 1988, Andersen signed off on some of the company's controversial audits,
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1999: Andersen and Waste

Management Inc. paid $220

million to settle a series of class-
lawsuits.
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