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Certain Officer Defendants’ Opposition to Enron Task Force’s Third
Motion to Stay Depositions and Request for Expedited Consideration

Certain former officers of Enron (“Officer Defendants™)’ file this opposition to the United
States’ Motion for a Limited Stay of Selected Depositions (filed June 23,2004) (“Task Force’s Third
Motion™).
I Preliminary Statement

Whether the Enron Task Force should receive an indefinite stay of civil discovery depositions

of its choosing has now been briefed by the Task Force three times.” The Task Force’s latest motion

! The Officer Defendants joining in this opposition include: Richard B. Buy, Richard A.
Causey, Mark A. Frevert, Steven J. Kean, Mark E. Koenig, Jeffrey McMahon, Cindy K. Olson,
Kenneth D. Rice, Jeffrey K. Skilling, Joseph Sutton, and Lawrence Greg Whalley. The Officer
Defendants understand that the Outside Directors represented by Gibbs & Bruns, LLP likewise
oppose the relief sought by the Task Force and will be filing a separate pleading to that effect shortly.
Because of the need to file this opposition within five days of the Task Force’s motion, the Officer
Defendants have not yet been able to determine whether other Insured Defendants who joined in
Certain Insured Defendants’ Opposition to Enron Task Force’s Second Motion to Stay Depositions
and Request for Expedited Consideration (“Opposition to Task Force’s Second Motion™) will be
joining in this opposition. If appropriate, the Officer Defendants will notify the Court of any
additional parties who join this motion.

*The Officer Defendants incorporate the arguments in Certain Officers’ Opposition to Enron
Task Force’s Motion and Memorandum of Law for a Limited Stay of Selected Depositions
(“Officers’ Opposition”) and the Opposition to Task Force’s Second Motion.
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adds nothing of substance to the unavailing arguments in its prior motions. The depositions taken
thus far belie the Task Force’s vague claim that it will suffer some prejudice from the discovery of
evidence in this civil case. The record to date also demonstrates that the Task Force will oppose the
deposition of any witness from Enron, Arthur Andersen’s Enron team, or the lead plaintiff in this
case.
In its June 1, 2004 Order this Court recognized three concerns raised by the Task Force:
[T]he Task force maintains that the taking of these depositions will (1) unduly risk
disruption of the criminal prosecutions; (2) raise the danger of disclosing sensitive
information from the ongoing grand jury investigation; and (3) accord to the
defendants in the criminal cases, who are also defendants in the putative class action
cases, discovery to which they would not be entitled under the rules and procedures
governing criminal cases.
(Order on United States” Motion and Memorandum of Law in Support of Its Request To Intervene
and for a Limited Stay of Selected Depositions (“6/1/04 Order”) at 2). The Court noted in its June 1,
2004, Order that scheduling could be worked out to avoid disruption of the criminal trials and the
Task Force has not disputed that. Thus, the Task Force’s first concern was satisfied. The Court also
included a provision in that order that the civil discovery could not inquire about grand jury
testimony, expected criminal trial testimony, or meetings with the government. So, the Task Force’s
second concern was also satisfied. The Court then noted that the Task Force’s third concern, that
criminal defendants might obtain discovery they would not get in the criminal case, “may not be
avoidable,” but also noted, “[I]t is well to remember that the Discovery Protocol Order was not
negotiated in order to provide an end-run around criminal procedure rules.” (6/1/04 Order at 3). As

defendants explained in their prior brief, this case is not like the cases relied upon by the Task Force.

Most of the defendants in this case are not criminal defendants, they did not bring this case, and they



moved to have it dismissed before discovery commenced. (Opposition to Task Force’s Second
Motion at 4-5). The Task Force cannot contest those facts which put to rest any claim that this case
is a sham to evade the criminal discovery rules.

This leaves the Task Force to argue only that it will suffer some undefined prejudice from
the depositions at issue. But despite now having had three opportunities to do so, the Department
of Justice has still not explained how the search for truth in the criminal cases will be impaired by
depositions in this case. To the contrary, the two depositions taken over the Task Force’s objection
demonstrate that the witnesses were unlikely to be called by the Task Force in any criminal case and
that the Task Force has suffered and will suffer no prejudice from this civil discovery. The
legitimate desire of the plaintiffs, the defendants (most of whom are not charged with any crime) and
this Court to conclude this case expeditiously cannot be outweighed by an undefined, unstated, and
unsupported claim of prejudice to the Enron Task Force.

IL The Task Force’s Third Motion to Stay Should be Denied.

A. The Indefinite Stay for an Unidentified Group of Witnesses Will Destroy This
Court’s Schedule.

1. The Task Force Seeks an Indefinite Stay.

In its June 1, 2004 Order, this Court recognized, “[t]he stay sought by the Task Force would
seem to be one of infinite duration.” (6/1/04 Order at 1). The Task Force continues to argue that
this is not the case’, but the Task Force continues to request a stay “until these specific witnesses
have concluded their testimony in the Criminal Cases.” (Task Force’s Third Motion at 3). The Task

Force defines “Criminal Cases” to include not only the Bayly case, the Rice case, and the Skilling

* Task Force’s Third Motion at 7 (“Contrary to the parties’ assertion that the government is
seeking a delay of ‘infinite duration’ . . .”).



case (that has yet to see even its first trial setting), but also other cases “related to the United States’
investigation of the collapse of Enron Corp.” (Task Forces Third Motion at 2). The Task Force
admits that its investigation is “ongoing and is examining other acts and individuals” some of whom
are “not yet charged.” (Task Force’s Third Motion at 2 and 6). Thus the Task Force seeks to stay
depositions until the conclusion of trials in cases it has not yet even initiated. Even if indictments
in those unnamed cases were issued today, those cases likely could not be tried before the end of the
discovery period in this case. The Task Force’s stay is indeed one of “infinite duration.™ The
“extremely tight” schedule in this case (6/1/04 Order at 2) cannot accommodate any delay of these

central depositions, let alone one of undefined duration as requested by the Task Force.
2. The Task Force Seeks to Stay Critical Depositions of Former Officers of
Enron, Arthur Andersen’s Enron Engagement Team, and the Lead

Plaintiff.

Despite repeated requests, the Task Force has refused to provide a list of the witnesses whose

depositions it seeks to indefinitely postpone. The Task Force has now sought to stay eleven

depositions in this case, including the depositions of witnesses who worked in the Enron business

*While the Task Force seeks to delay most of the depositions to which it has objected until
after all of the Criminal Cases are tried, it hints that it might seek to delay the three at issue in its
third motion only until the conclusion of the trial of the Rice case. The Task Force states in a
footnote that “once these individuals have completed their testimony in the Rice matter, which the
government anticipates will conclude in the Fall of 2004, it is unlikely that the United States will
seek to further stay their depositions in this case.” (Task Force’s Third Motion at 3 n.4 (emphasis
supplied)). The original defendants in the Rice case were first set for trial in June of last year, but
that case will now go to trial in October of this year, at the earliest. Recently the trial in the Bayly
case was reset on the day it was supposed to begin and the Task Force superseded the indictment in
that case again just last week. The Task Force cannot assure the Court that the trial in the Rice case
will begin this Fall and even if it begins as scheduled in October, it may not conclude until sometime
after the first of next year. And even after that trial is completed, the Task Force only states that “it
is unlikely” that it will seek a further stay. This Court’s “extremely tight” schedule cannot
accommodate even the delay envisioned by the Task Force’s most optimistic scenario.
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units at the heart of the plaintiffs’ allegations in this case, the members of Arthur Andersen’s Enron
Engagement Team, and the Lead Plaintiff. This is nota case oftangential witnesses being postponed
until later in the discovery period. The Task Force is attempting to delay indefinitely the depositions
of some of the most critical witnesses in this case.” The testimony being prevented by the Task
Force’s objections is not only critical to the defense of this case, it is also critical to the identification
of other important witnesses. As explained in the Insured Defendants’ prior brief, these witnesses’
testimony will provide the jumping off point for a series of sequenced discovery that will follow up
on, amplify, and explore the issues identified by these crucial early witnesses. (Opposition to Task
Force’s Second Motion at 9). The ambitious schedule the parties and the Court have in this case
cannot be met if the parties are denied timely access to critical witnesses.
a. John Bloomer and Bill Collins

In its current motion, the Task Force seeks to delay the depositions of two former senior
Enron Broadband Services officers, John Bloomer and Bill Collins. The Task Force argues that
these witnesses will give testimony regarding “the circumstances surrounding this unit’s failed
development.” (Task Force’s Third Motion at 4). Messrs. Collins and Bloomer are two of the most
relevant witnesses on the technical feasibility of EBS’s business plan. Their depositions are essential

to identifying witnesses and topics for further discovery.

*The Task Force points out that “it is no longer seeking to stay the deposition of Gary Peng
or Margaret Ceconi.” (Task Force’s Third Motion at 2). The Task Force apparently allowed
Mr. Peng to be deposed because he had already given testimony to the Enron Bankruptcy Examiner
and that testimony has been produced in this case. Ms. Ceconi is reportedly out of the country, so
obtaining her testimony in the civil case will be difficult and it appears unlikely that she will be
testifying in any criminal trials anytime soon.



b. Arild Holm

The third witness the Task Force seeks to delay is Arild Holm, a former investment analyst
for lead plaintiff, the Regents of the University of California. (Task Force’s Third Motion at 4).
Mr. Holm may be the most important representative of the plaintiff in this case. While Mr. Holm
is critical to this case because, inter alia, he was employed by the lead plaintiff, he is only one of
many analysts who examined Enron and EBS. Because he never worked at EBS, it is likely that
Arild Holm has not appeared before the Enron Grand Jury.® In fact, it is likely that Arild Holm has
never even met Mr. Rice or any of the other defendants in the Rice case. It is difficult to imagine
how one of many analysts who had little or no contact with the defendants could “figure prominently
in the Rice trial” or why any witness who will supposedly “figure prominently” in the Rice trial
would never have appeared before the grand jury. Whatever role Arild Holm might have in the Rice
trial could not be sufficient to outweigh the civil defendants’ right to depose a former employee of
the lead plaintiff that is accusing them of fraud.

B. Contrary to the Task Force’s Alleged Fears, the Depositions Have Not Unfairly
Prejudiced the Task Force.

In its First Motion for Stay the Task Force sought to stay, among others, the depositions of
Ronald Hulme and Claudia Johnson. The Task Force argued that “all three witnesses [Ronald
Hulme, Claudia Johnson, and Roger Willard’] have testified before the Enron Grand Jury. The
United States expects to call all three to testify in the Rice matter and at least one, if not more, to

testify in the Skilling trial once it is scheduled.” (Task Force’s First Motion at 5). The Task force

The Task Force says that only “two of the three witnesses have testified before the Enron
Grand Jury and all three figure prominently in the Rice trial.” (Task Force’s Motion at 4).

"Mr. Willard is scheduled to be deposed on July 19, 2004.
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warned of dire consequences if these depositions were allowed to proceed. “If these depositions are
permitted to take place it will undermine the Government’s position in the Criminal Cases and the
criminal discovery process in those matters. Through these depositions the witnesses will be
questioned regarding their expected testimony in the Criminal Cases and about meetings with the
government and their testimony before the Enron Grand Jury, information the criminal defendants
cannot obtain through the criminal discovery rules. . . . Such discovery could seriously impede,
impair, and prejudice the criminal prosecution and related investigation.” (Task Force’s First Motion
at 5-6). Ronald Hulme was deposed on June 3 and 4, 2004, and Ms. Johnson was deposed on June
22,2004. None of the Task Force’s dire predictions came to pass. To the contrary, the depositions
raise serious questions regarding whether the Task Force even intended to call either witness at any
criminal trial.

1. The Depositions Did Not Reveal Expected Criminal or Grand Jury
Testimony or Meetings with the Government.

The Task Force had warned that “the witnesses will be questioned regarding their expected
testimony in the Criminal Cases and about meetings with the government and their testimony before
the Enron Grand Jury.” As this Court will recall, the defendants stated in their briefs opposing the
Task Force’s motion for stay that they would not ask about expected criminal trial testimony, grand

jury testimony, or meetings with the government. This Court also entered an order prohibiting such



questioning. (6/1/04 Order at 4).® The parties complied with the Court’s order and the Task Force
suffered no prejudice.

2. The Depositions Demonstrate that the Discovery in the Civil Case Has
Not Interfered with any Prosecution Witnesses.

The Task Force argued in its first motion that it “expects to call all three [Ronald Hulme,
Claudia Johnson, and Roger Willard] to testify in the Rice matter and at least one, if not more, to
testify in the Skilling trial once it is scheduled.” (Task Force’s First Motion at 5). The Task Force
never identified how deposing these witnesses would “interfere” with their testifying in any criminal
cases and, in fact, there is no reason to believe that any civil deposition would cause any such
interference. But in this case, there has not been any interference with any prosecution witness for
an additional reason - - Ms. Johnson and Mr. Hulme’s testimony demonstrates that neither of them
was likely to be called by the prosecution at any criminal trial.

a. Claudia Johnson’s Testimony Does Not Support the Task Force’s
Allegations.

Claudia Johnson was a Vice President of Public Relations for Enron Broadband Services and
was involved in coordinating the issuance of press releases that the Task Force and the Plaintiffs
claim were issued by Enron executives with intent to defraud. But Ms. Johnson testified that for
each press release, “in order for me and my team to feel comfortable with the release before we sent
it to the executives we would walk it through the technicians —. . . —and the product development

individuals so that [ was accurate and not embarrassing myself, you know, that these were definitely

*In its Second Motion the Task Force argued that the Court’s order prohibited asking the
witness about any topic that might also be the subject of the witness’s anticipated trial testimony.
(Task Force’s Second Motion at 7-8). The Task Force no longer appears to be pressing its strained
reading of this Court’s order. (Task Force’s Third Motion at 8-9 (“This distinction [between the
Task Force’s reading and the defendants’] - if there is one at all - is of no moment.”)).
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how the words should be drafted.” (Johnson Tr. (excerpts attached as Ex. 1) at 107-08). Before she
sent a press release to Enron corporate for approval she made sure, “with help from [her] technology
support” that “everyone in Enron Broadband Services [was] comfortable with it.” (Johnson Tr. 36).
Ms. Johnson also dispelled any possibility that the final press releases were inaccurate or not in
accordance with the understanding of EBS’s technical staff. “Do you recall anyone bringing to your
attention — . . . — any mistakes or inaccuracies [in any final issue press releases]? No.” (Johnson Tr.
90). Ms. Johnson also testified to broad circulation of press releases within Enron Broadband
Services and the broad consensus on their contents. (See, e.g., Ex. 50086 (attached as Ex. 2) and
Johnson Tr. 154 (“Did anyone [of the scores of ECI’] employees state that any of these releases were
false or misleading? No.”). Specifically with reference to two of the press releases that the
government contends were fraudulent, Ms. Johnson did not recall any disagreement within Enron
regarding those press releases. (Johnson Tr. 136). With regard to the now-famous 2000 analyst
conference, Ms. Johnson said that no one said anything that she believed to be inaccurate, false, or
misleading. (Johnson Tr.212). Ms. Johnson could not recall “anyone at any meeting [of the people
she worked with] suggesting that any public statements issued by Enron were false” or that “the
company’s network was not functioning in a manner consistent with its public statements.” (Johnson
Tr. 216-17). Ms. Johnson said that in the time she was at Enron she did not perceive any conduct
that she believed to be fraudulent or criminal. (Johnson Tr. 222).

Ms. Johnson testified to no wrongdoing of any kind by any defendant. It is difficult to see

any purpose for which the Task Force could have expected to call her in any criminal trial.

’ECI was a precursor to EBS.



b. Ronald Hulme’s Testimony Does Not Support the Task Force’s
Allegations.

Ronald Hulme is a consultant at McKinsey & Company who worked on analyses of Enron
Broadband Services. Mr. Hulme testified to McKinsey’s access to Enron, which included attending
a board meeting and having access to management, mid-level, and lower-level Enron employees.
He also testified to the multiple McKinsey teams that worked on Enron engagements. (Hulme Tr.
(excerpts attached as Ex. 3) 20-21, and 36). Mr. Hulme’s testimony could not support any allegation
of fraudulent or criminal conduct. The closest Mr. Hulme came to any allegation of wrongdoing was
to say that at times some people within Enron Broadband Services were more optimistic about the
company’s prospects than he was. When asked about some challenges Mr. Hulme felt EBS faced
and his discussion of them with Mr. Rice, Mr. Hulme testified to Mr. Rice’s sincere optimism borne
of overcoming similar challenges in the past.

Q. And although there clearly was a disagreement between you, on behalf of
McKinsey, and Mr. Rice, did you believe it to be an honest disagreement?

A. I wouldn’t even have described it as a disagreement at the time.

A. He did not factually disagree.

Q. Did he disagree on the consequences of what you were pointing out?

A. He was simply optimistic. I recall him expressing the view that these were
minor problems; we’ve been through more difficult things before, and,

therefore, this is normal, and we’ll persevere.

Q. When the gas marketing business was first developed, were there problems
getting it off the ground?
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A. I wasn’t present for much of that time, but I believe that there were.
And I believe it was his impression that this was similar to those
types of experiences.

Q. Mr. Rice had lived through those battles in the gas arena, right?

A. Yes, he had.

Q. When the electric power business, the trading business was first
developed, there were challenges at initiation?

A. I believe there were.
Q. And had Mr. Rice lived through those challenges, as well?
A. I think he had.
(Hulme Tr. 147-49 (emphasis supplied)). Mr. Hulme said that he “had no thought at the time that
there was anything that was not honest about the reaction” he received from Mr. Rice and the rest
of Enron’s people. (Hulme Tr. 159-60). Despite all he has heard since that time, he is of the same
view today.
Q. Sitting here today, do you have any evidence that any of the Enron officers
were somehow engaged in fraudulent or criminal behavior with respect to
Enron Broadband?
[objection omitted]
A. I-TIdo not.
(Hulme Tr. 162).
Like Ms. Johnson’s, Mr. Hulme’s testimony could not support any allegation of any crime.
One hopes that the Task Force has just been overbroad in designating witnesses to be covered by its

requested stay, because it would be disturbing to conclude that the Task Force is trying to prevent,

or even delay any defendant, criminal or civil, from discovering exculpatory evidence in any case.
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In any event, whatever interest the Task Force could possibly have in delaying the testimony of such
witnesses, it could not possibly outweigh the interest that the defendants in this case, most of whom
are not even accused in any criminal case, have in discovering this critical testimony in a timely
fashion.

c. There is No Danger of Witness Intimidation or Perjured
Testimony.

The Task Force acknowledges that “the concerns that usually merit a stay” are “perjured
testimony and witness intimidation.” (Task Force’s Third Motion at 8 n.7).!° The Task Force also
acknowledges that “the government does not contend that such actions have taken place.” (Task
Force’s Third Motion at 8 n.7). However, the Task Force argues that “the danger of such activities
is never removed from a criminal matter such as this where the defendants, if convicted, stand to
receive significant periods of incarceration and to incur substantial financial penalties.” (Task
Force’s Third Motion at 8 n.7). The criminal case at issue here does not involve drug dealers or
mobsters. Neither of the witnesses deposed to date were intimidated and neither of them perjured
themselves and the Task Force knows that none of the defendants and none of the counsel in either
case will be intimidating any witnesses or suborning any perjury. If the Task Force wants to derail
the discovery in this case, it should come forward with more than unfounded speculation about

improper conduct that it admits has never happened in any Enron-related case.

"The Task Force previously argued that it could suffer from some sort of unfair surprise
(Task Force’s First Motion at 16), but it has apparently abandoned this claim in light of the Insured
Defendants’ offer to allow them to have transcripts of the depositions. (Opposition to Second
Motion at 6 n.5). The Task Force also pointed to the danger that witnesses’ identities would be
revealed (Task Force’s First Motion at 16), but it has apparently also abandoned that argument, since
the identities of the persons involved is generally known to all involved. (Opposition to Second
Motion at 6).
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III. Conclusion

A stay in this case is not appropriate. Unlike in the cases cited by the Task Force, there can
be no serious claim that this case brought against the defendants, most of whom are not criminal
defendants, is a sham to obtain criminal discovery. Unlike in the cases relied upon by the Task
Force, this is not a case where there is any danger of witness intimidation or perjury. Most
importantly, unlike in the cases cited by the Task Force, and more so than almost any other case, this
is a large case on an ambitious and “extremely tight” schedule. The now-disproved claims of some
undefined prejudice to the Task Force cannot justify throwing the discovery in this case into a

“cocked hat.”

Respectfully submitted,

J#ks C. Nickens /

State Bar No. 15013800

NICKENS KEETON LAWLESS FARRELL & FLACK LLP
600 Travis, Suite 7500
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Attorney-in-Charge for Defendants Richard B. Buy,
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Portland, Oregon 97204
503.294.925%7

Appearing on behalf of Joseph Hirko

ROBYN E. RIDLER

Tonkon Torp, LLP

1600 Pioneer Tower

888 SW Fifth Avenue
Portland, Oregon 97204
503.802.2158

Appearing on behalf of Ken L. Harrison

SUSAN A. KIM

Sullivan & Cromwell, LLP

1888 Century Park East

Los Angeles, California 90067-1725
310.712.6664

Appearing on behalf of UBS

ROBERT RIVERA, JR.

Susman Godfrey, LLP

1000 Louisiana Street, Suite 5100
Houston, Texas 77002-5096
713.653.7809

Appearing on behalf of Enron
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MICHAEL G. MORGAN

Jones Day

555 West Fifth Street, Suite 4600
Los Angeles, California 90013-1025
213.489.3939

Appearing on behalf of Lehman Brothers

AYA KOBORI

White & Case, LLP

1155 Avenue of the Americas
New York, New York 10036-2787
212.8195.8932

Appearing on behalf of Deutsch Bank

MARK HOLSCHER

O'Melveny & Myers, LLP

400 South Hope Street

Los Angeles, California 90071-2899
213.430.6000

Appearing on behalf of Jeffrey Skilling
WILLIAM T. BURKE

Williamsg & Connolly, LLP

725 Twelfth Street NW
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Washington, D.C. 20005
202.434.5299

Appearing on behalf of Vinson & Elkins

DONALD A. WALL

Squire, Sanders & Dempsey, LLP

Two Renaissance Sgquare, Suite 2700

40 North Central Avenue

Phoenix, Arizona 85004-4498

602.528.4000

Appearing on behalf of the Official Committee of

Unsecured Creditors

PHILLIP S. REED

Mayes Brown Rowe & Maw, LLP
190 South LaSalle Street
Chicago, Illinois 60603

312.701-7361

Appearing on behalf of the Canadian Imperial Bank of

Commerce
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1
2 STIPULATIONS
3 Upon completion of the

4 transcription of today's session, the

5 original transcript shall be sent to counsel
6 for the witness by the court reporter.

7 Counsel shall promptly forward it to the

8 witness for review, correction, and

9 signature under penalty of perjury. The

10 witness shall have 30 days from the day of
11 receipt within which to review, make any

12 corrections, sign the deposition transcript
13 under penalty of perjury, and return it to
14 counsel. The witness's counsel shall then
15 forward the original transcript plus

16 corrections to the court reporter, who will
17 promptly notify all counsel of its receipt
18 and any changes to testimony made by the
19 witness.
20 If the witness is not represented
21 by counsel the original transcript will be
22 sent to the witness by the court reporter.
23 After review, correction, and signature
24 within 30 days from the date of receipt, the

25 witness shall return the original transcript
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to the court reporter, who will notify all
counsel of its receipt and any changes to
testimony by the witness.

The court reporter will deposit
the original transcript in the Document
Depository. If, for any reason, the
original is lost, misplaced, not returned,
not signed, or unavailable, a certified copy
may be used in its place for all purposes.
The court reporter is otherwise relieved of

any statutory duties.
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Portland, Oregon
Tuesday, June 22, 2004

9:26 a.m.

THE VIDEOGRAPHER: We are on the record.
This is a statement for a video deposition. I'm the
videographer. My name is Michael Gramza for Naegeli
Reporting Corporation, 111 SW 5th Avenue, Suite 2020,
Portland, Oregon. This videotaped deposition is
being held on Tuesday, June 22, 2004, at 9:26 a.m.
Pacific Daylight Time.

The location is the 5th Avenue Suites, 506
Southwest Washington, Portland, Oregon.

The case caption is Enron Corporation
Securities Litigation, Mark Newby, et al., versus
Enron Corporation, et al., United States District
Courts of the Southern District of Texas, Houston
Division, Case No. MDL Docket No. 1446, Civil Action
No. H-01-3624. The deponent today is Claudia
Johnson.

Would counsel and all present please
identify yourselves and state whom you represent.

MR. PETERSON: My name 1is Mike Peterson.
I'm from the Peterson Law Offices in Houston. I'm

co-counsel with the Nickens Keeton firm for Rick Buy,

Johnson, Claudia (06/22/04) V1 Page
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1 Rick Causey, Mark Frevert, Steve Kean, Mark Koenig,

2 Jeff McMahon, Cindy Olson, Ken Rice, Greg Whalley.
3 If I left anyone out, I apologize. With me today is
4 Ann Bui.
5 MR. HOEVET: Ron Hoevet for Claudia
6 Johnson.
7 THE VIDEOGRAPHER: The deposition is being
8 taken before Laurie Volker, court reporter, who will
9 now swear in the witness.
10 COURT REPORTER: Would you raise your right
11 hand, please.
12 You do solemnly state that the testimony
13 you are about to give shall be the truth, the whole
14 truth, and nothing but the truth, so help you God?
15 THE WITNESS: I do.
16
17 Claudia Johnson,
18 having been first duly sworn, was examined
19 and testifies as follows:
20
21 EXAMINATION
22 BY MR. PETERSON:
23 Q. As I said, my name is Mike Peterson, and
24 I'm with other lawyers in Houston, and I represent a

25 number of the former officers of Enron who are the
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1 charge of how that -- they were writtemn.

2 Q. And when you say directs and manages, is

3 that what you mean?

4 A. Yeah.

5 Q. And when you say they were disseminated

6 through corporate, does that include -- by that do

7 vyou mean to say that that included the actual placing
8 them with the wire services and getting them out to

9 the public?

10 A. And approving final copy.
11 Q. Okay.
12 Now, when you say "approving final copy,"

13 this may be an oversimplification and if it is we'll
14 explore how it is an oversimplification, but did you,
15 working with Enron broadband people, work up a copy

16 and then send it on to corporate for approval?

17 A. Yes.

18 Q. And when -- before you sent it on to

19 corporate for approval, were you -- I mean, you,

20 everyone in Enron Broadband Services -- comfortable

21 with it?

22 A. Yes. With help from my technology support,
23 absolutely.

24 Q. Now, going back to this e-mail, picking up

25 where I left off, you write, "Corporate marketing
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mistakes in press releases and bring them to your

attention?

A.

I wouldn't call them problems or mistakes.

I might call them wording issues, like is this really

how you define this technology and what it does, that

type of thing.

Q.

And what would you do then if you got such

guestions?

A.
Q.
A.
Q.
release.
A.

Q.

I would make the changes.

Okay. So you're talking about draftsg?

Right.

I'm talking about final issue press

Oh, no.

Do you recall anyone bringing to your

attention -~-

A.
Q.
A.
Q.

stack.

No.

-- any mistakes or inaccuracies?

No.

Let me show you Exhibit 340. It's in the

It's one of the press releases. This one is

from May 20, 1999. Actually the first one that has

your name on it,

A.

Q.

Uh-huh.

along with Karen Denne.

If you look down to the fourth paragraph,

Johnson,
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approval?
A. Yes.
Q. Regarding a DSG acquisition announcement?

A. Yes. Can I add that also after drafts got
to even more final phases they would go to even more
people, so this was initial.

Q. That's what I want to try to go through.

When you say even after drafts got initial
approval, are you talking within the Enron broadband?

A. No. They were never finally approved until

more people had seen them.

Q. Back at corporate?
A. Right.
Q. I thought I understood you there, but --

let me see. The first stage was for, I guess, you
and your -~

A, Uh-huh.

Q. -- public relations group to feel
comfortable with a first draft. Am I right?

A. Right. Right.

Q. And then you would send it to the proper

people within Enron --

A. Right.
Q. -- Communications?
A, Let me add that in order for me and my team

Johnson, Claudia (06/22/04) V1 Page
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1 to feel comfortable with the release before we sent

2 it to the executives we would walk it through the

3 technicians --

4 Q. Ah.

5 a. -- and the product development individuals
6 so that I was accurate and not embarrassing myself,

7 you know, that these were definitely how the words

8 should be drafted.

9 Q. Okay. So let me see if I have this

10 straight.

11 In general there were, what, three stages

12 of a review process?

13 A. Yes.

14 Q. First with the relevant technical people?
15 A. Yeah.

16 Q. And then with the executives within

17 Dbroadband?

18 A. Right.

19 Q. Or ECI?

20 A. Correct.

21 Q. And then finally on to Houston and reviewed

22 by people at the central corporate office?
23 A. Yes. ©Now, on occasion if there was a
24 really tight time frame to turn around, Enron

25 executives -- broadband executives would see it
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1 four press releases would have gone through the same

2 process?

3 A. Yes.
4 Q. Okay.
5 Now, do you recall any disagreements

6 internally about the contents of any of these four

7 press releases?

8 A. I do not recall any disagreements.

9 Q. Any -- are you aware that the Department Of
10 Justice contends that at least two of them are false
11 and misleading?

12 A. No.

13 Q. Specifically Exhibits 325 and 327. And
14 we'll return to them in due course, but now I'd like
15 you to look at the next exhibit that we have, which
16 is Exhibit 50077.

17 (Whereupon Exhibit-50077, an 8-page e-mail
18 from C. Johnson dated 3-30-1999, was marked for

19 identification.)

20 BY MR. PETERSON:

21 Q. Do you have that in front of you?
22 A. Yes.
23 Q. The Bates number is 1B1040e000064148

24 through 55. And can you confirm for me, Ms. Johnson,

25 that it is an e-mail from you dated March 30th, 1999,
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A. Yeah.

Q. I mean of press releases?

A. Yes.

Q. And you have circulated or internally the

four press releases dated April 19, 1999, the four

NAB press releases to a broad range of people;

correct?

A. Yes.

Q. Similar to what we'd seen earlier this
morning?

A. Correct.

Q. Now, do you recall receiving any comments

from any of these scores of ECI employees?

A. After this e-mail?

Q Yes.

A I don't recall.

Q. Do you recall receiving any corrections?

A I don't recall.

Q. Did anyone state that any of these releases
were false or misleading?

A. No.

Q. Now, before you actually -- before ECI
actually released these four releases at the NAB,
under standard practice would Mr. Hirko have approved

them?

Johnson, Claudia (06/22/04) V1
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A
Q.
A

Q.

At the analyst meeting?
At the analyst meeting, yes.
Yes.

And did you pay attention throughout the

broadband segment or were you distracted or

preoccupied by other responsibilities?

A.
observe.

Q.

I had no other responsibilities but to

Okay .

Did anyone say anything that you believed

to be inaccurate?

A.

oo » o

Q.

No.
To be false?
No.
Misleading?
No.

In any of the discussions or the meetings

in which you participated leading up to the 2000

analyst conference, did you hear any comments about

the potential affect of the conference on the Enron

stock price?

A.
Q.
A.

kind of announcement might do for stock price,

Yes.
Of what nature?

Just there was excitement about what this

Johnson, Claudia (06/22/04) V1
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1 and Jim Williams on the redesign of the ISP PoPs, and

2 then a presentation by April Hodgson on a sales

3 pipeline, back to Kenny Burroughs on network and

4 service implementation and finally yourself on public
S relations.

6 Now, did you throughout the 1959, 2000,

7 attend similar meetings?

8 A. The meetings I recall attending after this
9 one were like the VP retreats, not necessarily

10 planning strategy.

11 Q. These are more for all the senior

12 management?

13 A. Yes.

14 Q. As opposed to developing a business plan or
15 commenting on a business plan?

16 A. Well, I recall updates. There was one

17 meeting in the first quarter I think of 2000 in

18 Scottsdale.

19 Q. Okay. I actually will ask you about that
20 one in a minute.
21 A. And I was there but I didn't participate.
22 Q. Would you call that one more of a VP

23 management meeting?

24 A. It was a VP management meeting, talking

25 about updates, where we are, where we're going. That
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1 type of thing.

2 Q. Aside from that one and this particular one

3 vyou can't think of any similar meetings in the 1999,

4 2000 erav?
5 A. I mean, there was like that meeting I
6 attended -- that first meeting where Jeff Skilling

7 was in town.

8 Q. Leading up to the analyst meeting?

9 A. But other than that it was just kind of per
10 my own work at Enron meeting with the people I needed
11 to work with.

12 Q. Well, at this meeting August 5, 1999, do
13 vyou recall anyone suggesting that any public

14 statements issued by the company were false?

15 A. No.

16 Q. Do you recall anyone at any similar meeting
17 ever suggesting that any public statements issued by
18 Enron were false?

19 A. I don't recall that.

20 Q. Do you recall anyone suggesting that the
21 company's network was not functioning in a manner

22 consistent with its public statements?

23 A. I don't recall that.

24 Q. Do you recall anyone suggesting that the

25 company's software was not functioning in a manner
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From 1998 through 2000 when you left Enron,
did you perceive any conduct by Enron personnel that
at the time you believed to be fraudulent>
MR. YOUNGWOOD: Objection to form.

A. I wouldn't know the actions to be
fraudulent.

BY MR. PETERSON:

Q. Well, again, I don't mean to ask you to a
precise legal standard.

A. Yeah.

Q. I'm asking you as a layperson, but rather a
sophisticated layperson, did you perceive any conduct
that you believed to be fraudulent?

A. No.

MR. ARMSTRONG: Object to form.
BY MR. PETERSON:

Q. Did you perceive any conduct that you
believed to be criminal?

A. No.

MR. YOUNGWOOD: Objection to form.

MR. ARMSTRONG: Objection.

MR. PETERSON: I will reserve some time for
redirect, if necessary, but right now I pass the
witness and I thank you for your time, Ms. Johnson.

Again, I guess we -- yeah. Off the record.
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I, Laurie A. Volker, do hereby certify that

pursuant to the Rules of Civil Procedure, the
witness named herein appeared before me at the
time and place set forth in the caption herein;
that at the said time and place, I reported in
stenotype all testimony adduced and other oral
proceedings had in the foregoing matter; and that
the foregoing transcript pages constitute a full,
true and correct record of such testimony adduced

and oral proceeding had and of the whole thereof.

IN WITNESS HEREOF, I have hereunto set

my hand this 23rd day of June, 2004.

Signature Expiration Date
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Tracy Smuth
{S03) 454-T837
tracy _smilh&genron net

ENRON COMMUNICATIONS TAUNCHES ¢cPOWERED MEDIA CASTT™ AT NAB

HOR TMMERIATE RELEASE: Monday, Apnl 19 1999

PORTLAND, Ore, - Brnron Communications, ine., aleader in the delivery of high
handwidth business inforulion and spphvations, anaounced ioday it has jaunched its first
application senvice for the Imernct industry cPowcered Media Cast™. ePowered Media Cast
delivers sireaming video w the deskiop at an average bit-tate speed of 200 kbps 3 timaes [aster
than what 13 currenidy available on the pubiic nterncr

Takimg advaneage of'the Tnternet Pretocol {182)-based Lraon duwedligeni Mtwor ™ (UTN)
-- an application delivery piatforne enabled with ninsligent messaging sofiware -- cPowered
Vedia Caat prevides sereamivyg media fo the desklop, defivering a high vuality and high speed
video and audio experience. cPowered Media Cast, which was unvelled at the National
Association of Broadcasiers {NAB) annual canterence in Las Yegas, will be commmerciztly
available or May 1, 1999

"Erren Comnunications is all about improving the experenes of the Tnternel = for the
end user. the content distributor, and the content provider." said Joo TTido, president and CT.G of
Epron ommunications, Inc. "We are not just develnping new technalogies, we are enahling the
devclopment al the innovative applications that will wlumately deliver a bold new ‘infostrosture’
ior the 217 century, changing the way people condiuw! business.”

F.;lmn Communications s initially taracting ¢Poweresd Media Cast for the enterprise
desktop and is currently negotiating with business-related multimedia condent providers.

Veriical inclustry-related content, such as veal estate, gaming. spaits, medical and corporate

intranets. will foflow.
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"Network-based applications such as ePowered Media Cast enbance the capability of the
Tnternet,” Hirko said. “Copleul providers can create 'power user' cortent and dstribute 50
Iframes per second strewtus to their customers  Content distributors like T8¢ can dilTerenziate
their service by otfering rich media to thewr gubscribers withouz baving to make large mvestments
in g grivate network, WAN or scnvers Tnd users can then watch live events or vicw on=domand
rich multimedia 25 they chaose  Tr paves the way tor further new world application
developments by Earon Conmunications and other third party developers.™

The devetopment of elowored Media Cast builds on the stravegic alhiance Lhas Fnron
Conr-munications annousnced in January with RealNetworks (M asdag. RNWE), (he recugnieed
leader in streaming mecia. As part of this strategic agreement, Erron Communicalions is
deploving RealSystem™ G2 technology over the EIN Lo deliver broadband streaming medlia
gervices. A number of Rew' Thoadeast Networks conrent providers are parlicipalieg m the
demonsiration of ei?awered Media Cast ut NAB including C-SPAN, ZDTV, Bloomberg
Financial, CMP Tech, America's Health Netv.orh, NextVenue and Forbes Digital Media.

“We're pleased that Enren Commuications has aggressively developed the capabibities
thigl will epeble their high baraswid:h bavkbooy o provade the infrastructuve on which the rext
wave of rich media businesses aad applications will emerge.” said 1.en Jordan, senkor vics
presideat. Media Systerns. RealNetworks, Joe. *The combination of the Emon Tnieligent
Network and RealSystem G2 will 2eceleraze the adoption of broadband progranmiming in a now
aeneration of broadeast-quality, high hit-rate enc-user experiences.”

By desizgn, ePowered applicarion services are delivered (o the TITN point of presence
(POP} in the customer’s city, Comnection management is scamibcssly handed eff 1o the service
provider who delivers the servive W the customer’s desktop. Enron Comimunications’ ePowered
applications will be distribuled by 4 growing list of ePowered channel partners. The st
pioneering channel parmers ‘relsde GTE Internctworking, Verio, Epoch Loteruet, NorihPoin
Contmunications, IaterNAP Notwork Scrvices, EasyStreet Oaline Services, Electnie T.ighiwave,
and TeleCommuie Solulivns.

The Brvon fngelligent Nerwork: The CEN is an application delivery platform enabled with
TnterAgent®, an intelligent mossaging sofiware that enhances Enron Commuwmcabhony' oxisling
pure internet Prowoeol (TP) fiber-optic aetwork 1o creale next. generarian application services.

With a distributed server archiecture in alliance with Sun hicrogystems, the BEIN is designed ‘o
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keep informiation and application services just one hop away from end-users. Tho metalink to the
EIN iy Wansparent W 1he user. This allows elowered Media Cast to dramatically huild upon the
current capabilitics of streaming tich media 0 (he desktop aver the Taternet, delivering a superior
multimed:a experienice

Network vxpansion will continue through December 2000, The TN currently covers
Portland, San Francisco/San Jase, Los Angeles, flousion. Daltas, Chicago, Washington, DU and
New York.

Aboul Faron Commanications, {nc.: fnron Communications, a wholly owaed
subsidiary of Foron Corp, (NYSE: ENE) i» 4 Jeudur 1 the delvery of high-quality, high-
bundwidih busircss Lafoemation and applications Trron Commustications is badding a long-
baul [het-optic nerwork o strategie routes throughout the United States 1o create u daa-ceaino
natiuss! Purs TP backbone known ss the ton Tdelligeni Network It is estendiay she
capabilities of thar network trough agreemems with 1SPs and carriers seeking to generale new
revetue sodrces and improved services.

Laren Corp. 3¢ ome o) 1he world's leading integgrated niutural gas and leciricily
contpanies The conpuny, which owas aporoximately 530 bullion in assels, produeces clectriciy
and natutal was, develops, constucts and operates energy and waler facilities worldwide and
delivers physical commodities and risk muegement and Nirancial scrvices 1o customery around
the world. Caron's incerne: address is www cnrou.wom. the stock i3 waded under the ticker

gymbol, "TINT."

1B10402000065477



EERON LOMMUNICATIONS LAUSCHES «POTERED MEDL
TRANSPHRT™ ST ¥4B FOR NE VEYFORS GF BROADRAMD YIDEY
HEBS IRANSER

PR LMEDIATERAERSS: Mo, 3 5, 700

PORTLAND, Ore, - b o Cpmsnitgfions, B, o bedsnabe é e g

Bl nliemme o smdapa e o ~amoodtcay 3 aas o i i i

ot indsne, Pyt MoSy Trasnar, The

g seeme s s "3t Baions: st Brasdasics DR 2l
ceafercce +5 Las e, sbosared Wi Troispa Lewates e are, 20 ol
2ol e s 5 vl Bl I g I man b vl e oy

I o el oo e, Tt e, starab ity o ser i,

elemeted ved Mmspetisth, Jns ime oy e ddipangrsiie

et B L e s G T atuanc e bslamd < enilisinges o
scouds bamn 022 5 00 whaszed s ol o snvunl 2 G srnlis
e, Thesppliedion e aw 22 azge ¥ rezblime aad sreniHfonom
arliradnlis canded e s Lt imertace o e szbap.

“afiard Med Traoseort sacmslealzs e a3 e e i T
Lesellizer: Belwnk and bl oo she mis 22 nding. ol coses s
pyfedt o g e b il ek, Boavar, R P oo
it ent Satweeh B oo it an ncHesser o wed e prodie o

vie o il o e desiep, s Jes Skaby, Enro Comogostions, Foc. var

sz preside o g nd e, T8 e lellizent heverk < caler

et itk ey alty ofseceios reg izl - s gt ol Uy el 26

131 TEE/ TR



Pl coupee Subic e, g il miseeizese sk bncdless kgl
st tads Vhe resulcis g regxtion of s s am inicsass ol ond vt sur o, s
st v reas 7§ U iy, b, sl vl chorsoneee
e Molia Trson Soma ccent podivess o el basiodel iy

gazietsy oy vl sorvaly inchadoy G20 MG RO 292 34 Moy, e

weraevtsed dubd S Db, ©ses il vicegals [vm hiir caisizg
¢l bogallop i wikch id tégpatpeesrin, Swibo oy adyss e
cpnalgdiaily inte wzabers sithin he ara el gen, Mebweok, ¥keds drmd or
Frevarsdod il e D i Ind emede dgon el o tloge 2G5
Bttt zosemvesivag, ey raraly, seain ol o g adan, bilkeg
i vska abn e cxzerizal; hasdlod e thy dnlomis

b udng b

-

P

showesd Slia T vermriss anied gy
Cor vt ass Ime A e, S mesens g, Téoadi viion ooy <4
I eraimnen, ad s ginhit:cabus,

Lo wiL el Mk (o stie e v e 5 sl o

e curd-loend P sl ol

et ol el b gl

aic Faledl e densly o s v Stk odda

Sared Hadse Tewpn will be wessia e bleee Iul,l i

T Bivap ot o, The i ke sgznd Do 5 o scplenien
Hivers phelor enaplod with [2xthponl, &; cellige: weseggiag apet et
ol o Lnd sz iscn S Toew T 1lnkans Py vibaroghi e
s e, minliven et & wplicatons sexvioes, [P g prime Wi proa.
Fap dighhat commartiscSics, Ui ) i ecd et weh oot ey i £
vilh S Mie wvters, heLnan Dbl et e gaed L e < omstar
wndapphedlin sinvdssod on g b g, B iy e sk of

e e Frnanssi rosees thoce, e mekc sk Tl s i,

syt i it Ingh Db 00 The e leeligest
Ptk aurecdvome s Porlerd, Sa P an Jose, L Ang s ki i,
[3allgz, £aaeze, Washinghon, 1 nod Mot Siorh.

oo ¥mry Sl Aeplicstion: bz b b colimiznd by b

acan e e |Phese Smean 2l St e g od "cPomes ™Y, [y

1ITALRYEL RSN



e, elowered pplivat-g wovess e Sived s e Ean Tl ;e s
Pk ¢f e POt mhe comnaers df A enedg vy Dom heerd uus, %
e el gt gy e posti s,

Abat Freron Camupricatiusg Ire.: Eane: Commuzics fs, i vy yuaed
sevificr of bargadio NVSERENLY iz deris Bedefrure o Bk, bigh-
by il busnessintemegiion sad ;oo Eie s spziovsis buctng o

rachad Thewdetc e on vrategic wges (vt e Leils? St ol o
exireare s A Phidoee cowaalron ek, Newed, 15
e o b tagablices ab . nelas  the ghagrieme, g wilk 18050 i
6435 .0 ¥l R SeE ST  0d imps e semes,

" op s hevedds el

s a7l go e kil
ven Therizars Rbict mwsaesi it v llin i sves el
el and a5, deve 3y CI31MGn A1 cpas sy and ewsir lalics
withivice a0 e sobica e dlies sl sepgrienl g e

S wmunemn Jra ot i e d pan e hrorsdt s s wms e e e

i iad el e e syl WY

M -l ) S L



Trgoy Smith
(503 ) 464-7837
tracy smith{lenron net

[ LESTED AND READY
TO DELl\’FR I\I' W 'l\rﬂ“’i DINTERNET APPLICA TTONS

FOR IMMUDIA L RELEASE: Monday, Apel 19, 1009

PORTLAND, Ore, - Foron Comamnicazions, Ine. anavunced teday that the Envon
lntclligent Network iEIN}, a mow [njernet application delivery platform, is 1it and ready to
deliver the first in 4 suile ol uew wozld netwerk applications developed by the company,
including ¢Powered Media Cast™ and ePowered Media Trunsport™. $he first applications are
lar geled at the troadeast and content provider niyhets

Enron Commanications, Lne. earlier this vear announced 1ie development of the Faren
imcHigent Network, a highly relable, scldmanaging, scll-eestoring network of ectworks hat
overlays the public knternel to deliver bandwidth-iatensive appitcations to the enterprise desktop.

“With virtually wialimiicd bandwidtl and Huil-ian intelligence, the Enroi Intefligem
Notwork bridges the chasm between expensive dedicated setworks and the public Internet,” said
Joe Hirku. president and CEQ of Fnron Communications. “ Che ELN, which was developed to
improve the experience of the Intesnet, atlows businesses  {rom the Javgest eaterptise to the
amallest srart-up - 1o have flexible access ta a powerfidl new breed of Inicrnar services wie call
elowered™ gpplications.”

The EIN is based oa a unigue ipfrastruciuse Uiar ulibizes Pure TP Lechnology, paleated
InerAgent® middieware and a distribuled server architecture developed in alliance with Sun
Microsystems. Unfike the current Tnvernel model, the [TN is a collection of software routers
uporaling al the application layer. ltextends fiur bevond the classic definitions of stalic

infrastructure, fiber, switches and billing systems,
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“This tudical new upprouch provides a highly reliable pav-for-what-vou-need,
bandwidth-on-demand way 1o deliver data, streaming multimedia and other applicatioss teaially
10 business vsers,” Hirko saig.

Pure 1P the EIN is the only backbone nedwork wiilizing Pure 1P (dnrernet Protoced}
technalngy, which is gcknowledged as the optimal network protocol for digitaf comareieations
such as ePowered Media Casl. This arcinitecture i3 most accurately characterized as {17 on
glass,” which means that }©? bits are placed directty on fiber for high speed conununicalion (o
thevy Uiimate destination, thereby chiminaneg intermediate protocols, simplifving the
architecture, lowermg Sosls, 1neseasing reliahility and reducing eimors.

InterAgent®  Riding on {op ol this Pure I[P network is w control layer enabled by Earon
Communicaiiong’ siassdards-hased Tuter Agent technology. InderAgent s nuclligen; messaping
and moeitoring sofware Lhat deiivers a number of new properiy-based routing possibititics By
facilitating intelligent communications between servers, lnterAgeni ersures that digitat contert is
routed ¢iTiciently and with absolute reliabil-ty. Inter Agent 1s embedded on every server in the
EYN and on the servers of Enrou Compuarications™ diststattion channels allowing for event
wessaging, usage-based metering und billing, ditectary services, bandwidth seheculing, and
user-delined quality of service {QoS) e [he deskeop. 1n essence, lnterAgent 1s the glue that ties
the neswaork hardwire nirast-uctuse and higher layer applications together.

Pistributed Server Architeciure: A xey dilferentialor ol the FIN s s 11 was dostgned
to store or house mlorination and application services just ome bop away from enduysers. Sun
Microsystem survers gse dopleved throughout the FIN as well as in the poines of presence
(POPs) of disiribution channel partners, sl controked by the InterAgent soflware. Reducing the
number ot links to the content being accessed maintaing a fast response rate, preveats duta
degradation and offers access 1o tiered QulS tevelg to cnsure a better user experience. The EIN
suppauts application and coment delivery al selecied (JoS levels by directing users w the
appropriate server containing cached content.

“The rapid iwreduction and development of Enron’s bdelipert Nelwork s o significant
milestone in the availability of TP-bascd nerwarkee services,” said Bill Correll, worldwide
market developmenl roanager o1 digiiaf media and ecorunerce, Sun Mrcrosytems, In¢, “Media

streaming, broadeast, ecommerce, and other mission critical, bandwidh intensive applicarinng
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and services can now be effectively deployed by Fnron Communications to bring unprecedented
levels of value and wiidity o Lhe Inlermel ”

Added Hirko, “In a very shost ume, Enion Communicalions has created strategic
alliances with many of the world’s leading technojogy companies ike Sun Micrasysiems.
RealNelwarks aad Cisco Svstems wo desivn aud deploy a Pure TP inteltsens nalwok
architecture, develop and bring to miarkel the indiial afformps in s suite of applicationg, and
reordit service provider, channel and content pariness,”

See the Latest Enroun Intelligent Setwork Optimized Applications: The lirst o Esron
Communicatinns” EIN optinized network-Dased apphications, cPowered Media Cast and
cPowered Media I ransport, will bhe on display at the National Association of Broadeasters
{(NAB) annual confurenes in Las Vegas, April 18-21, 1999, cPowered Media Cast delivers
streaming videw W 1he deshiop wh dn average irit-raie speed of 200 bps - 10 iimes faster ¢han
what is correnuy availabie on the public Fnternet, and ePowered Media Transport ensbles video
contend producers and video distributors to securely rrove thelr media fiom Sity Lo ity in real
thme wilhout [uss to picture quatity.,

Abost Faven Communications. Ere.: Enron Conimnamications, s wholly owual
subsidiary of Coron Corp. (NYSE FNEL Iy 4 leades iﬁ the dehivery of bigh-guality, high-
bandwichih business infovpulion and apphivaiong. Tnson Communications is building a long-haal
tiber-oozic network on strategic roules throughow the United States to create a data-centric
national Pure £ backbone known as tie Tiiron infelligen: Network It is extending the
capabifities vf thal nelwork through agreements witly IS0s and carriers seeking o generars nevy
renenuy sourges and improved services.

Tnran Corp. is one of the world s lending woeeg aled natural gus and ettty
companies [he company, which owns approxitnaiely $30 tillion in agsety, produces aleciricity
wnd natural gas, develops, constructs and operates enevgy and waler lacilitics worldw:de and
delivers physical commodities and visk management and linancial services to customers around
the world.  Enron's Uidernet addioss is www enon,com, the stogk is traded under the ticker
svmbod, “BNL

[T
"
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Tragy Smith
(503) 464-7837
tracy_smithfenron net

MM NS ANNOUNCES DISTRIBUTION LAUNCH PARTNERS
F’OR INFERNET »\PI"IJ(‘A TION SERVICES ON THE ENROYN INTELLIGENT

NETWORK

Strategic Launch Partners Tnclude GTH Wteroetworking, Verio, Ypneh Ingeinz,
NorthPoint Communications, InrerNAP Network Services, EasvSireei Online Services,
Eleciric Lighiwave, and FeleCommule Sotulions

FOR PAMEDTATE RELEASE: Monday, April 19, 1999

PORTILAND, Ore. - Laron Communications, Ine, a leader m the delivery ol ngh
bandwidih application services, anrounced today cight gioneering disiribution partngrs Lhat wil!
doplow Fnron’s ePowered ™ Application Swrvices 10 users of the World Wide Weh,

These lannch disitibulion pariaces -~ GTE Taternetworking, Verie, Epoch liternet,
NorthPoint {ommunications, Inler™NAP Network Services, LasyStrect Oaline Services. Electric
Lightwave, aied TeleCamanule Solugions -- are coanecring to the Enron hielligens Network and
will be capable of delivering Enron Commuuications” first application scrviee, chowered Muedia
Cast*™, ;0 users on the World Wide Web, el’owered Media Cast delivers stecaming vides 10 (he
deskrop at av average bit-rate speed of 200 &bps -~ 10 times faster than what is curienily availablg
on the public Internet.

“Enren Commugnications hag developed a unique business model that is very beneticial to
18Ps, CLECs and other Nevwuork Service Providers with high-speed conbections to their
custoeners,” said Joe Hirko, presidenl and CTHO of Freon Coammunications, Inc. “Not only do we
offer our Jistribuzion pariners end-1n-end quatily of service for streaming rich media over the
Lovor: [ntelligert Neqwork, bul we provide new revenue streams and a significandy dittereat:ated
product offering 1hat Tnlernet users wan! and need. Our distriburion pariners pluy 4 viva) role in

our vision of enhancing the end-user's cxpetience of the Tetermet.”
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The Enron Intelligent Network is an application delivery platform enabled with
InterAgentls, an ntelligenl messaging sofiware that enables Enron Comnuinications' exisling
pure Imemet Proiocol (TP) (iher-optic network to create next generation applicatior: services, 1P
is the optimal nelwork protecol for digital connnunications. LUsing s distnbuied server
architecrace, develuped in alliarce with Sun Microsystems, the Enron intelligend Network 1
designed to store informalion and apalication zervices just one hop away fTow end-usery By
limiting the nwnbeor ol routers cach transaction passes throwsh, the networlk s resabie, (asl and
<tlician.

Applications that have heen optimized to take advantage of the Hnron Injelligant Netwatl,
are culled "ePowered. " By desten, ePowerad appheation services are delvered (o Enron
Conunumieations’ point of presence {POL} in distribution pastiery” cilies By comecting 10 Lhe
Y.oron Trdelligent Nerwork, dstriowsiou pannets cas offer cPowered application services o theie
business customiors. This service madel allows distnbution parwrers Lo immediately ditferentiate
Iagiv service by offering brouadband optinnized siteeinieg multistiedia content and applicasions to
nsers of the World Wide Web. Tuon Commuaicstions  Hrst ePowered applicatios servies --
ePuwered Media Cast’ ™ - will dramarically jimprove the experience of the Internel by delivoring
up to broadeast qualily streaming rich media to the desktop.

Network eapanision wiil contirve through December 2006 The Enroe Inlclhgenl
Newwork correnely covers Portland, San Frencisew/Sun Jose. F.os Angebes, TTouston, Dallas,
Chicago, Washington, DC and New Yok,

About £nron Communicneions, Tnc.: Turon Communications, a wholly owsed
stbsidiary of Encon Corp. (NYSE: ENE), 13 & Jeader in the delivery of high quality, high
bandwidth business information and applications. Trron Communications is building 4 kong-
haul Bber-ophic nelwork on stratcgic routes throughout the United States fo create 3 dua-cenine
national Purc TP backkone known as the Enron Intelligenr Network It 15 oxtending the
capabilities of that actwork through agreements with 18Py and carners seeking 1o genvrule new
revenue sources and improved services.

Earon Carp. is one ol the world's leading integrated nuturad gas and electricity
companies, The company, which owns approximatcly $30 ddhon 1 assets, produces electricity
ard nalural gas, develops, constructs and operates enetgy und water Tacthities worldwide and

delivets physical commodities and risk management and finaocial servioes 1o cusioers around
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the world. Earon's Internel address is www.enron.com e slock is traded under the ticker
symbol, "ENE."

Ahout Erron Communications’ ¢ePowered Bistribution Partners

About GTE Internewworking: GTE Internetworling offers customers. from vonsumers
o Fortune 500 companies, u ful! spectrum of Interrel services and solutions including dial-up
and dedicaied Internet access, end-to-end network management, high-performance distributed
hosting and applications soletions, managed security, and syslems integration, for customery
i grating fheir mission-critical business applivalions o the Internet GTE Imernelworking draws
upon BBN"s expertise in {unded research and develupmient of advanced technolagies, meludmg,
sarchites, digital vadio, multi-glgabis reulers. socurits, and speech, and Gy strony existing
1elecommuaications services. including lucal and fang distance. wireless, paging, video, rescsich
and Internet. Yhe address for the GLE luternolwerking s pome page 15 hipifwww.bbn.com.

Additional infucvation can he found at hilp:wwe pte.com.

"GIT Tnternetveorking is committed o providing "eading infrastniciure and services to
our business customers. Tl relihonship re(lects that commitiver) -~ enahling high-speed media
and conteny delivery for business-e-business and busiress-1o consumer applications. This iy
what we all wainl oul of the Wo.3d Wide Wb " sa1d Cliuck Gibney, president, business services,
GTE Internerworking.

About Veriv: Verio Inc. {NASDAQ VRIC) is the waorld's largest domanibased {c.g.
yourcompany. com} Web-hosting company and a lcading provider of comprehensive business
Imternet services, with an emphasis on serving the small and snid-sizod business marketr. The
company offers costemers & broad range of Internet sotuttons, including high-speed sucess, Web
hosting, e-commerce, virul privace networks and other enhanced services. Verlo supposts it
vperations wirh highly reliabiv und scalable national infrasiruciure and systems incloding 4
saciitics-based Tier One national network. Verio delivers 1ocally based sales and engincering
support in 41 of the Lop 30 U8, markets uncler the Verio brand name and provides Web-hosting
BUrVECCS 10 customers i more than 170 cauntries.

"Chir new relztionship with Enron will provide yet another outstanding, vialue-added
service to our business cystomers,” said Sean Brophy, vice president of corporalr develapmem,

iow Verie. "Toucther, we will enable our high-bandwidth customens ro aceess TY-iualily
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slreaming niedia applications over the imemmnet through DSL, T and 13 consections oz
Veria."

About Kpoch Tniernet: Founded in 1994, Toach Tnternet is one of the nation’s largost
privately-held letemnel servicos colmpany, providing complele turakey systems and total business
solutions. As part of b Tntemet backbone, Epuch Tnternel 15 a premier first-tier provider with a
powerful fully redundan network and conzections af every Neework Access Loint (NAP) in lhe
United States.  Addilionally, Epoch maintains over 40 hubs and ware than 220 points of
presence connceting the vest ol the country

“Ay one of Fnron Communications” inilial ¢Powei od applications partaers. Epoch will
ofter their customers a richer set of madia mensive applications and services. such aslive
streaming video, while making sure they get the optima, amount of bandwidth and quality of
seTvice for cach vapsmission,” sald Brian Scholie, dicector of prodoct managemend. Fpoch
lutesne:.

About Northl'oint Cominnnieations: Norhl’oiul s a nztional, facilities-based provider
ol high speed. focal data nerwask services, NorthPeint's nevworks use digital subscrber fine, or
D8I technotogy to lianspou dala al guaranteed speeds up to 25 Limes (aster than common dial-
up modems. NorthPoini tarkets iis network and data lransport. services to Internet service
providers. broadbanit dara service providers, and toag-distance and Jocal lelephicre companies.
The compuny is sutrently providing services w17 metropeittan aress in the Uniled States and
interds to offer service in a total of 28 recrropolitan areas by the end of this vear, The company
has obtamed recuived regujatory approvels to offer services in each of thase markets.

About InterNAP Netwnrk Services: Founded i 1996 and headgunartered in Seattie,
Inter NAP is a privately held company that supplies the world's fastest. most secure and most
rcliable Internet comigctisity to businesses and Inlernel service providers nationwide.  InterNAP
has developed the indusiry's first routing and roue management technology specificatly designed
to deliver data directiy to and from cesunations across the Internet, efimivating the packet foss
and latency caused by increased over-capavily.

"Recent attempts to stream major events on the Taternet have demonstrated a need for
both better sircaming technology and more advanced connectivity," said 'Lony Naughlin, CEQ of’
Seattle-based InerN AP, "Our partnership wath Enron will bring both to our carrent and future

customers.”

181040e000065457



About EasyStreet Online Services: flasyStreet Online Services ts Oregon's largest
independent Internel service pruvwict focused nn meeting the needs of business. With state-of-
the-arT facilities delivering high reliability and high pertormance, the company offers a range of
govices from tndividual Web aceess to powerlud Web hosting. Founded tn 1995 by a team of
seasoned industry professiomuly, CusySircel has more than 20 empioyees and is one of the top ten
fastest growing techoology companics in the region. For additional informarios visit
www LiasyStreet. com

"A lot of organizanions relv on information they racetve through costhy subscription
services and lelevision 1o guickly react to marker conditions and competitive news," said Rich
Bader, president of FusySiveel. "Now businesses can gat the sume information on their deskiop,
right over the Tnternel, for a fraction of the cost. “Lhe Evron lutelligen: Network is a greal
addilion o vur highe-speald Tnlemna services; welle proud te be the first to bring it to Porlland.”

Abouat Flecirie Fightwave: Blectric Lightwave b, 15 a leading inlegraied
eenymurications peovider of enhanced dita sevices. ame ~olay, ATM ana Internel access
solusions to bandwaidth intensive Eusinesses and the growing e-commerce market. The company
olfers Jone distance, data and pregaid seryices naitvmwide, with patnes Gl presence in Atlanta
Chicago. Cleveland, Dallas, Denver, |as Vegas, Los Angeles, New York, Palo Ao,
Philadelplia, Sau Diego, Sav Francisco, San Jose znd Waskington, D.C. As a full-service
previder. the ¢ommpany ollers lacal. long distance, videoconferencing and kigh-speed broudband
transpont via an expanding fiber optic rebwork that terconuects maor markels in the West.
Headguastered in Vancouver, Wash., the company employs 1,200 and earned revenue ot $101
million in 1998, up 65 percent trom 1997 Elcomic Lighiwave Inc. iz on the World Wide Web at
www alinet and htp:/duta eli ney

*As 1 distribution partner of Enron Communications, we are cxcited to be able to otter
cPowered ™™ application services (o ous busingss cuslomers.” said Jim Berthot, vice president of
marketing and new product developmient gt Clectric Lightwave, lnc. "The addition of these
unique services allows us to contimie our leading role as an integrared couununiciulious provider
and to offer total system solutions (0 gur customers.”

About TeleCommute Solutions: TeleCommute Solutions provides turnkey solutions to
allow lurge companies W prolit fiom lddecommuting programs. Their TeleWorX family of

souliong delivers everything a company needs 1o deptoy, connect. wanwge and support a

181040e000085488



telecommuting workforce. Headquartered in Altaria, Goorgia, TCS has regional service centers
throughout the United States and is currently supporling telccommuting proaraims in over 20
srates. Compauy and produci iatbrication can be found by visiting TeleCommute Solutions®
Webaite at wavw telecomimuter.com.

“Enron Communications hirefhigent Nelwork (ETN} adds the apphcations aud rich media
content that we desigired our Lelocomunuling NetWar X private TP nelwork Lo deliver,” said
Stephen 1. Schilling, presidest of TeleConrmute Sphitions Tne “The T.hron mucdligent Network
fixitills the next step of our vision 10 enharce our network oftering by imbedding appheations
and communication too's iuta vur nebwork and sizking e available to our coslonwrs’ office
workers and telecommutess alike, 13w erhancing our network with these toots wo NOW Camt

deliver capabilitics to our enterprise clients thar were never before available.”

1B1040a000065489
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PAMELA M. TITTLE,
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ANDREW S. FASTOW,
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MCMAHON, JAMES V.

DEFENDANTS.
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BEN GLISAN, JR. RICHARD B.
BUY, RICHARD A. CAUSEY,
JEFFREY K. SKILLING,
KENNETH L. LAY, JEFFREY

JR., KRISTINA M. MORDAUNT,
KATHY LYNN, ANNE YAEGER-
PATEL, ARTHUR ANDERSEN,
LLP, AND CARL FASTOW,

AS ADMINISTRATOR OF THE
FASTOW FAMILY FOUNDATION,

ELAINE L. CHAO, SECRETARY
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ET AL., * Civil Action No.
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IN THE UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

IN RE: *
*

ENRON CORP., ET AL *
*

DEBTORS. *

*

ENRON CORP., ET AL *
*

PLAINTIFFS, *

*

Vs. *
*

CITIGROUP, INC., ET AL *
*

DEFENDANTS. *

VIDEOTAPED ORAL DEPOSITION
OF RONALD C. HULME
VOLUME 1
JUNE 3, 2004

ORAL AND VIDEOTAPED DEPOSITION OF RONALD C.

HULME, VOLUME 1, produced as a witness at the instance

of the Outside Director Defendants, and duly sworn,
was taken in the above-styled and numbered cause on
the 3rd day of June, 2004, from 9:07 a.m. to 6:07
p-m., before Angela G. Neustifter, CSR in and for the
State of Texas, reported by machine shorthand, at
Houston Deposition Center, located at 1111 Bagby
Street, Suite 2100, in the City of Houston, County of
Harris and State of Texas pursuant to the Federal
Rules of Civil Procedure and the provisions stated on

the record or attached hereto.

ATPHA REPORTING SERVICES, INC,, DALLAS, TX (888) 667-DEPO
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APPEARANCES

FOR LEAD PLAINTIFF THE REGENT OF THE UNIVERSITY OF

CALIFORNIA, THE PLAINTIEFFS IDENTIFIED IN LEAD
PLAINTIFFS' COMPLAINT FILED IN CIVIL ACTION NO.
H-01-3624, THE PUNITIVE CLASS ASSERTED BY LEAD

PLAINTIFF, WHICH INCLUDES PURCHASERS OF ENRON CORP'S

PUBLICALY TRADED EQUITY AND DEBT SECURITIES:

MR. G. PAUL HOWES

Lerach, Coughlin, Stoia & Robbins
401 B Street, Suite 1700

San Diego, California 92101
(619) 231-1058

FOR ENRON CORP.:

MR. JAMES T. SOUTHWICK
Susman Godfrey, L.L.P.
1000 Louisiana, Suite 5100
Houston, Texas 77002
(713) 653-7811

FOR THE WITNESS, RONALD C. HULME:

MR. JOHN E. BEERBOWER
Cravath, Swaine & Moore, LLP
825 Eighth Avenue, Room 4050
New York, New York 10019
(212) 474-1864

FOR THE DEFENDANT, CFSB:

MR. JEFFREY KORN

Cravath, Swaine & Moore, LLP
825 Eighth Avenue, Room 4050
New York, New York 10019
(212) 474-1864

FOR JOSEPH HIRKO:

MR. TIMOTHY W. SNIDER

MR. DAVID ANGELI

Stoel Rives, LLP

900 S.W. Fifth Avenue, Suite 2600
Portland, Oregon 97204

(503) 224-3380
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FOR

FOR

FOR

FOR

FOR

APPEARANCES (Continued)
JEFFREY K. SKILLING:
MR. ROBERT M. STERN
O'Melveny & Myers, LLP
1625 Eye Street, NW
Washington, D.C. 20006
(202) 383-5300

LEHMAN BROTHERS:

MS. MELISSA HAGAN

Jones Day

717 Texas

Suite 3300

Houston, Texas 77002
(832) 239-3939

MERRILL LYNCH:

MR. JAMES L. HALLOWELL
Gibson, Dunn & Crutcher, LLP
200 Park Avenue

Suite 4700

New York, New York 101606
(212) 351-3804

JP MORGAN CHASE AND AFFILIATED ENTITIES:

MR. JONATHAN K. YQUNGWOOD
MR. TAL GOLOMB

Simpson, Thacher & Bartlett, LLP
425 Lexington Avenue

New York, New York 10017
(212) 455-3539

KEN HARRISON:

MS. ROBYN E. RIDLER
Tonkon Torp, LLP

1600 Pioneer Tower

888 SW Fifth Avenue
Portland, Oregon 97204
(503) 221-1440
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A PPEARANCE S (Continued)
FOR DEUTSCHE BANK:
MR. JONATHAN H. BEEMER
White & Case, LLP
1155 Avenue of the Americas
New York, New York 10036
(212) 819-8287

FOR ROYAL BANK OF CANADA:

MR. ROBERT GARNER
Attorney at Law
1155 Avenue of the Americas
15th Floorx
New York, New York 10036
(917) 453-8410
FOR KENNETH L. LAY:
MS. DIANE SUMOSKI
Carrington, Coleman,
Sloman & Blumenthal, LLP
200 Crescent Court
Suite 1500
Dallas, Texas 75201
(214) 855-3086
FOR OFFICIAL COMMITTEE OF UNSECURED CREDITORS OF
ENRON:

MR. DONALD A. WALL
Squire, Sanders & Dempsey, LLP
40 North Central Avenue
Suite 2700
Phoenix, Arizona 85004
(602) 528-4000
FOR THE CANADIAN IMPERIAL BANK OF COMMERCE:
MR. MARK D. MANELA
Mayer, Brown, Rowe & Maw
700 Louisiana Street, Suite 3600
Houston, Texas 77002
(713) 547-9630

L.
g
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FOR

FOR

FOR

FOR

FOR

APPEARANCES (Continued)

OUTSIDE DIRECTOR DEFENDANTS:
MR. JEAN C. FRIZZELL

Gibbs & Bruns

1100 Louisiana Street

Suite 5300

Houston, Texas 77002

{713) ©50-8805

VINSON & ELKINS, LLP:

MR. JAMES A. BRUTON, IIT
MR. JOSEPH FLUET
Williams & Connolly, LLP
725 Twelfth Street, NW
Washington, D.C. 20005
(202) 434-5216

THE ROYAL BANK OF SCOTLAND GROUP, PC, AND
AFFILIATES:

MR. JOHN M. NEWMAN, JR.
Jones, Day

901 Lakeside Avenue
Cleveland, Ohio 44114
{216) 586-3939

DAVID DUNCAN:

MR. BARRY FLYNN

Law Offices of Barry G. Flynn, P.C.
1300 Post Cak Boulevard
Suite 750

Houston, Texas 77056
(713) 840-7474

BARCLAYS BANK, PLC:

MR. DANIEL LAGUARDIA
Sullivan & Cromwell

125 Broad Street

New York, New York 10004
{212) 558-4000

ALPHA REPORTING SERVICES, INC., DALLAS, TX (888) 667-DEPO



10
11
12

13
14

15

16
17
18
19
20
21
22
23
24
25

8
Newby vs. Enron 06/03/04 Ronald C. Hulme, Vol. 1

A PPEARANCE S (Continued)

FOR CITIGROUP INC.:

MR. DREW HARRIS

Paul, Weiss, Rifkind, Wharton

1285 Avenue of the Americas

25th Floor

New York, New York 10019

(212) 373-3072

FOR LOU L. PAI: (Via Telephone)
MR. LOGAN SMITH
Zuckerman Spaeder, LLP
1201 Connecticut Avenue, NW
Washington, DC 20026
(202) 778-1800

ALSO PRESENT: Mr. James P. Grove, IV
Sr. Vice President of Royal Bank of
Scotland Group, PC
Ms. Deborah Smith, Videographer
Elite Video Productions
3024 Commerce Street
Dallas, Texas 75226
{214) 747-1952
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STIPULATION

Upon completion of the transcription of
today's session, the original transcript shall be sent
to counsel for the witness by the court reporter.
Counsel shall promptly forward it to the witness for
review, correction and signature under penalty of
perjury. The witness shall have 30 days from the day
of receipt within which to review, make any
correction, sign the deposition transcript under
penalty of perjury, and return it to counsel. The
witness's counsel shall then forward the original
transcript plus corrections to the court reporter, who
will promptly notify all counsel of its receipt and
any changes to testimony made by the witness.

If the witness is not represented by counsel,
the original transcript will be sent to the witness by
the court reporter. After review, correction and
signature within 30 days from the date of receipt, the
witness shall return the original transcript to the
court reporter, who will notify all counsel of its
receipt and any changes to testimony by the witness.

The court reporter will deposit the original
transcript in the Document Depository. If, for any
reason, the original is lost, misplaced, not returned,

not signed or unavailable, a certified copy may be

ALPHA REPORTING SERVICES, INC., DALLAS, TX (888) 667-DEPO
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used in its place for all purposes. The court
reporter is otherwise relieved of any statutory

duties.

ALPHA REPORTING SERVICES, INC., DALLAS, TX (888) 667-DEPO
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1 PROCEEDTINGS
09:08 2 (June 3, 2004, 9:07 a.m.)
09:08 3 THE VIDEOGRAPHER: Good morning. We're

09:08 4 now on record. Today is June 3rd, 2004. The time is
09:08 5 approximately 9:07 a.m. This is the videotaped

09:08 6| deposition of Ronald Hulme. This deposition is being
09:08 70 taken at 1111 Bagby Street, on the 21st Floor at the
09:08 8 | deposition center in Houston, Texas.

09:08 9 This case is styled as Mark Newby,

09:08 10§ et al. versus Enron Corp., et al. in the United States
09:08 11| District Court for the Southern District of Texas,
09:08 12§ Houston Division, MDL Docket Number 1446, Civil Action
09:08 13| Number H-01-3624. My name is Deborah Smith, with
09:08 14|l Elite Video Productions in Dallas. The court reporter
09:08 15| is Angela Neustifter, with Alpha Reporting. This is
09:08 16| Tape 1, Volume I.

09:08 17 Would counsel and all present please
09:09 18] identify themselves, starting with plaintiffs'

09:09 19| attorneys.

09:09 20 MR. FRIZZELL: Well, I'm not the

09:09 21| plaintiffs’ attorney, but I'm Jean Frizzell from Gibbs
09:09 2214 & Bruns, for the outside directors.

09:09 23 MR. BEERBCWER: John Beerbower, Cravath,
09:09 24} Swaine & Moore, representing the witness.

25 THE WITNESS: I'm Ron Hulme, the

ALPHA REPORTING SERVICES, INC., DALLAS, TX (888) 667-DEPO




09:

09:

09:

09:

09:

09:

09:

09:

09:

09:

09:

09:

09:

09:

09:

09:

09:

09:

09

09:

09:

09:

09:

09:

15

15

15

15

15

16

16

16

16

16

16

16

16

16

16

16

16

16

16

16

16

16

16

16

10

11

12

13

14

15

16

17

18

13

20

21

22

23

24

25

20

Newby vs. Enron 06/03/04 Ronald C. Hulme, Vol. 1

A. It's handwritten with question marks and
notes, so it doesn't appear to be a final copy.

0. Yeah, I see a question mark, but I also see a
series of checks by some of the criteria.

A. Yes.

Q. And I see a check by McKinsey being involved
in most critically important top management decisions
and issues. Do you see that, sir?

A. I do, but it appears to me that that's not a
check of that box. It looks like one individual
making their own notes on here as opposed to filling

ocut the form.

Q. Well, let me ask you.
A. Yeah.
Q. Do you believe that McKinsey was involved in

most critically important top management decisions and
issues at Enron?

A. I would say we were involved in many
critically important, but not probably most.

Q. Okay. Fair enough. 1Is it also true that
McKinsey had strong personal relationships with the
top management at Enron?

A. I think there were good professional
relationships with members of the management team,

yes.

ALPHA REPORTING SERVICES, INC., DALLAS, TX (888) 667-DEPO
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09:16 1 0. Absolutely. Did you have access, also, to
09:16 2l midlevel employees at Enron?

09:16 3 A. Yes, we would have.

09:16 4 Q. And did y'all have access to, for want of a

09:16 5) better term, lower-level employees at Enron?

09:16 6 A. Yes, we would.

09:17 7 Q. Was it common for McKinsey to have multiple
09:17 8 § teams working with Enron at any given point in time?
09:17 9 A. I would say there were several periods where

09:17 10 we had multiple teams. It wouldn't necessarily be
09:17 11| regular or at all times.

09:17 12 Q. How did McKinsey decide what individuals
09:17 13}) would be on a specific team for an engagement at
09:17 14| Enron?

09:17 15 A. We have a staffing process that has

09:17 16} professional staffing coordinators that try to match
09:17 17 client needs and timing with a pool of associates,
09:17 18{ based on their background, interest and location. So
09:17 19§ it's project by project and is, you know, staffed to
09:17 20§ meet the particular need of an engagement.

09:17 21 Q. So on any given project, McKinsey would
09:17 22§ attempt to determine the best fit in terms of who
09:17 231 should be on a team?

09:17 24 A. That's correct.

25 Q. And so there would be a lot of different

ALPHA REPORTING SERVICES, INC.,, DALLAS, TX (888) 667-DEPO
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recall?
A. No.
Q. Let me hand you the minutes of the May 1999

meeting. It is Bates stamped ENE 947. And I'm
marking it as Exhibit 30003, sir.

(Deposition Exhibit 30003 was marked.)

Q. Have you ever seen this document before?
a. I don't believe I have.
Q. Does this in any way refresh your

recollection as to the date of the board meeting that
you attended?

A. The references to May 19th, the Peninsula
Hotel in New York, I do recall the meeting being at
the Peninsula Hotel in New York, and I assume the
date's fine. I don't have any recollection of
anything different.

Q. Do you recall if the meeting took place in
the afternoon?

A. I don't recall time of day.

Q. Fair enough. Was there an informal
premeeting before the board meeting?

A. I don't recall one. I think we entered
during the middle of the meeting and left shortly
after our presentation.

Q. Before the meeting, did you have any contact

ALPHA REPORTING SERVICES, INC., DALLAS, TX (888) 667-DEPO
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13:30 1| December of 2000, you're in a disagree -- you disagree
13:30 2| with Mr. Rice's reaction to some work that you present
13:30 3} to Mr. Rice?

13:30 4 A. Yes.

13:30 5 Q. You view that as -- at the time you viewed

13:30 6]] that as an honest disagreement, right?

13:30 7 A. Yes.
13:30 8 Q. Come January and February, I think you've
13:30 91 indicated that your -- your feelings became more

13:30 10§ pronounced?

13:30 11 A. We had additional meetings, and that

13:30 12 impression became stronger as a result of more

13:30 13| interactions.

13:30 14 Q. And by that impression, do you mean the
13:30 15) impression that Mr. Rice did not ascribe the same
13:30 16) weight to the concerns that McKinsey was bringing to
13:30 17| his attention?

13:30 18 A. I can't say whether he ascribed weight or
13:30 19| not. I can only describe that it was my impression
13:31 20| that he didn't seem phased or worried, nor did it
13:31 21| appear to me that he changed his plans as a result of
13:31 22| those findings.

13:31 23 Q. And although there clearly was a disagreement
13:31 24§ between you, on behalf of McKinsey, and Mr. Rice, did

25 you believe it to be an honest disagreement?
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A. I wouldn't even have described it as a
disagreement at the time.

Q. Okay. How would --

A. He didn't factually disagree.

Q. Excuse me?

A. He did not factually disagree.

Q. Did he disagree on the consequences of what

you were pointing out?

A. He was simply optimistic. I recall him
expressing the view that these are minor problems;
we've been through more difficult things before, and,
therefore, this is normal, and we'll persevere.

Q. When the gas marketing business was first
developed, were there problems getting it off the
ground?

A, I wasn't present for much of that time, but I
believe that there were. And I believe that it was
his impression that this was similar to those types of
exXperiences.

Q. Mr. Rice had lived through those battles in
the gas arena, right?

A. Yes, he had.

Q. When the electric power business, the trading
business was first developed, were there challenges at

initiation?

ALPHA REPORTING SERVICES, INC., DALLAS, TX (888) 667-DEPO
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13:32 1 A. I believe there were.
13:32 2 Q. And had Mr. Rice lived through those

13:32 3| challenges as well?

13:32 4 A. I think he had.

13:32 5 Q. And if I understand your testimony, McKinsey,
13:32 6l doing its job, came forward and said, look, Ken, we've
13:32 7 got a number of serious challenges to this new

13:32 8 | business, right?

13:32 9 A. That's correct.

13:32 10 Q. And if I understand Mr. -- your testimony
13:32 11| about Mr. Rice's reaction, it was essentially, I hear
13:32 12| you; I don't disagree, but we can overcome them?
"13:32 13 A. I don't recall him saying he disagreed or did
13:33 14 not disagree, but I -- I do recollect that he felt
13:33 15{ that anything we talked about could be overcome.

13:33 16 Q. And did he point out that he had lived

13:33 17} through similar battles in other areas of Enron's
13:33 18} business?

13:33 19 A. I believe he did.

13:33 20 Q. All right. So that point was laid out there
13:33 21§ in the open, right?

13:33 22 A. Yes.

13:33 23 Q. And did you come away from those meetings,
13:33 24} number one, feeling like you had done your job,

25} constructive criticism, point out the challenges, make
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13:44 1] him that report, I'm not certain.

13:44 2 Q. Fair enough. You -- and you can't isolate
13:44 3]} the dates those conversations took place?

13:44 4 A. No. They would have been over a period of --
13:44 5| in my -- as best I can recall, about a month to six
13:44 6| weeks.

13:44 7 Q. And you can't identify specifically what was
13:44 8 || said in those conversations?

13:44 9 A. Not the exact words.

13:44 10 Q. Okay. And, again, we're talking about

13:44 11| something that took place over three years ago?

13:44 12 A. Three years ago.

13:44 13 Q. Okay. Did you ever get a sense that other
13:44 14{ than Mr. Skilling being busy or diverted or

13:44 15} distracted, that somehow he was overly optimistic?
13:44 16ff And I'm trying to tie it back to your earlier

13:44 17§ response.

13:44 18 A. I did not from those conversations. I did
13:44 19§ from some public statements that he made that I became

13:44 20} aware of later.

13:44 21 Q. Became aware of how?
13:44 22 A. I believe from members of our team.
13:45 23 Q. Okay. Before we get into that, did you ever

13:45 24 ) come to the conclusion that Mr. Skilling was anything

25} other than honestly optimistic about broadband's

ATLPHA REPORTING SERVICES, INC., DALLAS, TX (888) 667-DEPO
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chances?

A. I had -- I had no thought at the time that
there was anything that was not honest about the
reaction of him or others.

Q. Mr. Skilling had, like Mr. Rice, lived
through the initial power marketing stages?

A. Yes, he had.

Q. He had been through all challenges and the
problems that were involved in that project as well?

A. Yes, yes.

Q. And he'd -- you'd obviously, through your
interaction with Mr. Skilling over the years, seen him
in many situations where there were significant
challenges, and he was able to overcome them?

A. I had seen those types of situations.

Q. Did you get a -— a -- did you have a firm
belief that Mr. Skilling believed overall in the

strength of his management team?

A. That's a broad question.
Q. Did he have confidence in Mr. Rice?
A. I know he had confidence in Mr. Rice through

some periods and then less confidence at later
periods.
Q. Did he certainly have confidence in his own

abilities?
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13:47 1 A. I do not.
13:47 2 Q. Sitting here today, do you have any evidence

13:47 3 that Mr. Skilling was anything other than honestly
13:47 4] optimistic about the prospects of the broadband
13:47 5§ business to the extent he was tapped into the

13:47 6 | broadband business at that time?

13:47 7 A. I have no evidence that there was anything
13:47 8 ] other than an honest opinion.

13:47 9 Q. All right. And by talking about Mr. Yaeger,
13:47 10} Mr. Rice and Mr. Skilling, have we covered the

13:47 11|| waterfront of the folks that you even had a concern
13:48 121l about their level of optimism?

13:48 13 A. Probably in any significant degree.

13:48 14 Q. And the same question with -- with respect to
13:48 15| Mr. Hirko, do you have any evidence, sitting here
13:48 16| today, that Mr. Hirko was -~ scratch that. This is
13:48 17| going to be a slightly different question.

13:48 18 Sitting here today, do you have any
13:48 19| evidence that any of the Enron officers were somehow
13:48 20| engaged in fraudulent or criminal behavior with

13:48 21| respect to Enron Broadband?

13:48 22 MR. YOUNGWOOD: Objection to form.

13:48 23 A, I —- I do not.

13:48 24 Q. (By Mr. Frizzell) With all your contact and
25§ with everything you did with -- with the Enron

w.x/
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~18:08 1§ STATE OF TEXAS X

18:08 2 || COUNTY OF DALLAS X

18:08 3 I, ANGELA G. NEUSTIFTER, Certified Shorthand
18:08 4| Reporter duly commissioned and qualified in and for
18:08 5| the State of Texas, do hereby certify that there came
18:08 6 || before me on the 3rd day of June, 2004, at the offices
18:08 7l of the Houston Deposition Center, located at 1111
18:08 8 || Bagby, Suite 2100, in the City of Dallas, County of
18:08 9l ballas, State of Texas, the following named person,
18:08 10|l to-wit: RONALD HULME, VOLUME 1, who was duly sworn to
18:08 11} testify the truth, the whole truth and nothing but the
18:08 12J] truth of his knowledge touching and concerning the
"18:08 13| matters in controversy in this cause; that he was
18:08 14§ thereupon examined upon his ocath and his examination
18:08 15} reduced to typewriting under my supervision; that the
18:08 16| deposition is a true record of the testimony given by
18:08 17| the witness, and signature of the witness is to be
18:08 18| before any Notary Public. I further certify that
18:08 19)] I am neither attorney for, nor related to or employed
18:08 20§ by, any of the parties to the action in which this
18:08 21 deposition is taken, and further that I am not a

18:08 22| relative or employee of any attorney or counsel

18:08 23J employed by the parties hereto, or financially

18:08 24| interested in the action.

25
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That the amount of time used by each party at

the deposition is as follows:

JEAN FRIZZELL: 5 hours, 53 minutes
JOHN YOUNGWOOD: 16 minutes
Given under my hand and seal of office on this

the 9th day of June, A.D., 2004.

ANGELA G. NEUSTIFTER, CSR 3399

Alpha Reporting Services, Inc.
Firm Registration No. 298

4144 N. Central Expressway
Suite 240

Dallas, Texas 75204

{(214) 321-5599

(214) 321-1922 Facsimile

(888) 667-DEPO Toll Free

My CSR certification expires: 12-31-04
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