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I, G. Paul Howes, declare as follows:

1. I am an attorney duly licensed to practice before all of the courts of the State of
California. I am a member of the law firm of Milberg Weiss Bershad Hynes & Lerach LLP, one of
the counsel of record for plaintiff in this action. Ihave personal knowledge of these matters and, if
called upon, I could and would competently testify thereto.

2. Since October 2001 I have led the investigation of Enron's top officers and directors
and Arthur Andersen to develop the particulars of Amalgamated Bank's class-action allegations
against the Company's insiders and its auditor. Backed by a team of investigators, forensic
accountants, and lawyers, we have conducted hundreds of contacts and interviews over the last 12
weeks, during which I have spent several hours on the phone and in person with an Enron project
manager, Maureen Raymond Castaneda, who was laid off in mid-January. She reported to me that
since the formal SEC investigation was announced, boxes of documents were gathered and stored
in and adjacent to the corporate accounting area on the 19th floor of Enron's Houston Smith Street
headquarters building. Before and since the first wave of layoffs began on December 2, 2001,
employees were told to box all Enron-related documents in their possession and to label the boxes
with their names and office. These boxes, and others gathered throughout the Houston headquarters
beginning before Thanksgiving, were stored in a large room near the accounting and finance offices
—near where accounting personnel who report to CAO Rick Causey have their offices — and there
were so many that they filled the storage area and were stacked 1n the hallways. Ms. Castaneda
reports observing support staff who reviewed each box page-by-page. During this review process
support staff were observed removing documents from the boxes and the resulting shredding filled
up trash cans each week.

3. Ms. Castaneda reports that this gathering-reviewing-and-shredding process began
after the SEC's formal imvestigation, announced on October 31, 2001, accelerated around
Thanksgiving and continued through at least January 14. During that time General Counsel James
Derrick had instructed all employees, via at least two emails because of pending and threatened

lawsuits, that #o docuinents in any form should be destroyed.



From: Legal-James Derrick, Jr.

Sent: Monday, January 14, 2002 4:02PM

To: DL-GA-all enron worldwide2

Subject: Retention Of Documents

This is to remind all employees that, as earlier instructed, in view of the pending and

threatened legal proceedings involving the company, no company records, either in

electronic or paper form, should be destroyed. In the event of an office closing,

please contact Bob Williams at (713) 345-2402 to arrange for storage of any records.

Please call Bob with any questions.

To the contrary, it was clear from the project manager's observations, and our review of the box of
shredded documents she gathered just before she was laid off and turned over to me by Ms.
Castaneda on January 18, that the shredded documents included those clearly marked JEDI II and
Chewco, both critical in Amalgamated Bank's suit - e.g., the disclosure of the JEDI II off-balance-
sheet transaction forced the Company to restate its financial statements, plus references to a
percentage amount to be split between Enron (5%) and Raptor (45%), another off-balance-sheet
vehicle. Shredded documents also included those denoted "confidential," and others related to
financial issues still bound together in white-yellow-pink-and-gold units, which she knew fo be
accounting documents. The documents dated from at least 1994 through as recently as December
20, 2001. This reviewing-and-shredding process accelerated, the witness observed, from
Thanksgiving through the Christmas and New Year holidays, with pizza boxes stacked among the
bags and cans of shredded documents after holidays and weekends. It was apparent to Ms.
Castaneda that there was an increase in the volume of shredding and personnel dedicated to the task
over the past several weeks before her departure.

4, Ms. Castaneda 1s only one of thousands of Enron employees who face a bleak future
without a job, but still face a mortgage and health-care-coverage costs. In perfect irony, she knew
that the shredded documents could be used to pack delicate personal goods for the move to a
residence with an affordable house payment, which was necessitated by Enron's collapse. But Ms.
Castaneda recognized that what filled just one banker's box, which she delivered to Milberg Weiss
— and there was more than enough shredded documents to fill many more boxes on this one day —

represented the hypocrisy of CEO Lay's position: assuring the public and investigators of the

Company's full cooperation while someone at a managerial level directed employees — those lucky

_



enough to still have jobs and clearly at a level where they would not act unilaterally — to shred
relevant documents while an SEC probe, class-action lawsuits, and multiple investigations are
pending.

I declare under penalty of perjury under the laws of the United States that the foregoing 1s

true and correct. Executed this 21st day of January, 2002 1 f Texas.

G. PAUL HO

WES

AAMIMR0527.wpd
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