UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION

In re ENRON CORPORATION SECURITIES

LITIGATION

This Document Relates To:
MARK NEWBY, et.al, Individually
and On Behalf of All Others
Similarly Situated,
Plaintiffs
vs.

ENRON CORP, et al.,

Defendants

THE REGENTS OF THE UNIVERSITY OF
CALIFORNIA, et.al., Individually
and on Behalf of All Others
Similarly Situated,
Plaintiffs
vs.

KENNETH L. LAY, et al.

Defendants
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TO THE HONORABLE JUDGE OF SAID COURT:

COMES NOW DAVID B. DUNCAN,

Civil Action No. H-01-3624
(Consolidated)

CLASS ACTION

United State
Southern pigs o Courts
t strict of
FILED Texas

S JUL 0 1 2002

Michael N, Milby, Clerk.

ORIGINAL ANSWER OF
DAVID B. DUNCAN

DEMAND FOR JURY TRIAL

one of the Defendants herein, and

respectfully files this his Original Answer to the Consolidated

Complaint.

I.

AFFIRMATIVE DEFENSES

Pursuant to Rule 12(b) (6)

of the Federal Rules of Civil

Procedure, Defendant states that Plaintiff has failed to state a
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claim against this Defendant upon which relief can be granted.
II.
Without waiving the foregoing, Defendant hereafter responds to
the specific paragraphs in Plaintiff's Consolidated Complaint.
OVERVIEW

Paragraph 1.

Defendant admits that Plaintiff has filed a security class
action as described therein. However, Defendant denies any
personal involvement and/or responsibility for the claims asserted
thereafter. Defendant 1is without knowledge or information
sufficient to form a belief as to the truth of the remaining
matters described in paragraph 1.

Paragraph 2.

Defendant denies that he engaged or participated in any fraud
or effort to implement or manipulate devices to inflate Enron's
purported profits and financial condition as described in the first
sentence of paragraph IT. Defendant is without knowledge or
information sufficient to form a belief as to the truth of the
following matters described in paragraph 2.

Paragraph 3.

Defendant denies any personal involvement in the matters
described in paragraph 3. Defendant is without knowledge or
information sufficient to form a belief as to the truth of the
matters described in the remainder of paragraph 3.

Paragraph 4.

Defendant denies the allegations in the first sentence of
paragraph 4. Defendant admits that when he testified before
Congress, and at an earlier deposition, he asserted his rights
pursuant to the Fifth Amendment to the United States Constitution.
Defendant is without knowledge or information sufficient to form a
belief as to the truth of the remaining matters described in
paragraph 4.

SUMMARY OF COMPLAINT/THE BEGINNING OF ENRON
Paragraphs 5-8

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 5-8.



YEAR-END 97 CRISIS
Paragraphs 9-11 .

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 9-11.

THE 97-00 SUCCESSES -~ ENRON'S STOCK SOARS

Paragraphs 12-16.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 12-16.

Paragraph 17.

Defendant denies that he was involved in any "scheme to
defraud", and/or "wrongful course of business" that "operated as a
fraud and deceit", or that Defendants' "scheme was accomplished" by
him. Defendant is without knowledge or information sufficient to
form a belief as to any of the remaining matters described in
paragraph 17.

Paragraphs 18-20

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 18-20.

THE PARTNERSHIPS AND SPE's
Paragraphs 21-35

Defendant 1is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 21-35.
ABUSE OF MARK-TO-MARKET ACCOUNTING
Paragraph 36.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
36.

ENRON ENERGY SERVICES (“EES")
Paragraphs 37-38
Defendant is without knowledge or information sufficient to
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form a belief as to the truth of the matters described in
paragraphs 37 and 38.

ENRON BROADBAND ('"EBS")
Paragraphs 39-41

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 39-41.

NEW POWER
Paragraph 42.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
42,

DARK FIBER SWAPS
Paragraph 43.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
43.

HIDDEN/DISGUISED LOANS
Paragraphs 44-47

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
44-47.

ENRON'S8 ACCESS TO THE CAPITAL MARKETS
Paragraphs 48 and 49

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 48 and 49.

ENRON'S CORPORATE CULTURE

Paragraphs 50 and 51

Defendant is without Xknowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 50 and 51.

LATE 00/EARLY 01 PROP-UP



Paragraphs 52-54

Defendant is without knowledge or information
form a belief as to the truth of the matters
paragraphs 52-54.
THE IMPENDING COLLAPSE
Paragraphs 55-58

Defendant is without knowledge or information
form a belief as to the truth of the matters
paragraphs 55-58.
THE ATTEMPTED COVERUP
Paragraphs 59 and 60

Defendant is without knowledge or information
form a belief as to the truth of the matters
paragraphs 59 and 60.

THE END OF ENRON
Paragraphs 61-74

Defendant is without knowledge or information
form a belief as to the truth of the matters

sufficient to
described 1in

sufficient to
described in

sufficient to
described 1in

sufficient to
described in

paragraphs 61-74. However, Defendant specifically denies the

allegations described in paragraphs 70(a).
JURISDICTION AND VENUE

75. Admit

76. Admit.

77. Admit.

Paragraph 78.

As to this Defendant, denied. Defendant is without knowledge
or information sufficient to form a belief as to the truth of the
matters described in paragraph 78 relative to other Defendants.

PARTIES
LEAD PLAINTIFF

Paragraphs 79 and 80



Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
79 and 80.

PLAINTIFFS
Paragraph 81.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
81 and its subparts.

DEFENDANTS AND RELATED PARTIES
ENRON
82. Admit.

Paragraphs 83-90. Defendant is without knowledge or information
sufficient to form a belief as to the truth of the matters
described in paragraphs 83-90.

ANDERSON

Paragraphs 91-97

Based on the information available to this Defendant,
Defendant generally admits the information regarding the structure
and the relationship of the respective Andersen entities. With
respect to his personal involvement described in paragraph 93 (c),
Defendant admits that he was the lead Andersen partner on the Enron
engagement from 1997 to January 15, 2002. Defendant denies that
Enron was his only client. Defendant denies that his compensation
was directly tied to the fees generated on the Enron engagement.
He admits that the Enron engagement was '"personally and
professionally beneficial to him". Defendant denies that he earned
up to two million dollars in good years. Defendant admits that he
was a member of worldwide Strategy Advisory Counsel, and that he
had been asked to be on the Chairman's Advisory Counsel. He also
admits that he was a partner in both Andersen Worldwide and

Andersen US.

Defendant 1is without knowledge or information sufficient to
form a belief as the truth of the other matters described in

paragraphs 91-97.
THE LAW FIRMS

Paragraphs 98 and 99

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
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paragraphs 98 and 99.
INVESTMENT BANKS
Paragraphs 100-108

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 100-108.

BACKGROUND TO THE CLASS PERIOD

Paragraphs 109-120

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 109-120.

CLASS PERIOD EVENTS AND FALSE STATEMENTS
Paragraphs 121-393

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 121-393.

DEFENDANTS' SCHEME AND FRAUDULENT
COURSE OF BUSINESS

Paragraph 394.
Defendant denies the allegations described in paragraph 394.
ENRON DEFENDANTS' SCIENTER ALLEGATIONS

Paragraphs 395-417

Defendant is without knowledge of information sufficient to
form a belief as to the truth of the matters described in
paragraphs 395-417.

ENRON'S FALSE FINANCIAL STATEMENTS

Paragraphs 418-517

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 418-517. However, Defendant denies that he knowingly or
intentionally participated in any scheme to defraud and/or to
violate generally accepted accounting principles ("GAAP"), and/or
generally accepted auditing standards ("GAAS").



ENRON'S RESTATEMENT IS AN ADMISSION THE PRIOR
FINANCIAL STATEMENTS WERE MATERIALLY FALSE

Paragraphs 518-519

Defendant admits that Enron Corporation restated its financial
statements for 1997 through the second quarter of 2001. Defendant
also admits such restatement is an admission by Enron that such
financial statements, as originally issued, were in error.
However, Defendant denies that he knowingly or intentionally
participated in issuing such false financial statements. Defendant
is without knowledge or information sufficient to form a belief as
to any other matters described in paragraphs 518 and 519.

ENRON'S IMPROPER REPORTING OF BROADBAND TRANSACTIONS

Paragraphs 520-532

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in

paragraphs 520-532.
ENRON'S ABUSE OF MARK~TO-MARKET ACCOUNTING

Paragraphs 533-548

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 533-548.

MANIPULATION OF EARNINGS FROM MERCHANT ASSETS
Paragraphs 549-557

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 549-557.

PHONY FORWARD SALES CONTRACT TRANSACTIONS WITH BANKS

Paragraphs 558-574

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 558-574.

ENRON VIOLATED GAAP IN ACCOUNTING FOR
LONG-TERM CONSTRUCTION CONTRACTS



Paragraphs 575-579

Defendant is without knowledge or information sufficient to
form a belief as the truth of the matters described in paragraphs
575-579.

ENRON'S IMPROPER SNOWBALLING OF COSTS ON UNSUCCESSFUL BIDS
Paragraphs 580-582

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 580-582,

ENRON'S IMPROPER ACCOUNTING FOR LONG-TERM ASSETS-INVESTMENT
Paragraphs 583-609

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 583-609.

ENRON FINANCIAL STATEMENTS VIOLATED GAAP

Paragraphs 610-611

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described 1in
paragraphs 610 and 611, However, Defendant denies that he violated
and/or knowingly participated in a violation of generally accepted
accounting principles.

ENRON'S FALSE AND MISLEADING STATEMENTS
IN ITS 10-Ks AND REGISTRATION STATEMENTS

Paragraphs 612-641

Defendant is without knowledge or information sufficient to
for a belief as to the truth of the matters described in paragraphs
612-641,

INVOLVEMENT OF THE BANKS

Paragraphs 642-799

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in

paragraphs 642-799.

INVOLVEMENT OF THE LAW FIRMS



Paragraphs 800-896

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
Paragraphs 800-896.

INVOLVEMENT OF ARTHUR ANDERSEN

Paragraph 897.

Defendant admits that Andersen is a world-wide firm of
certified public accountants. Defendant admits that Andersen was
involved in many facets of Enron's business. However, Defendant
denies that Andersen was involved in every facet of Enron's
business. Defendant admits that he was engagement partner for the
Enron account. Defendant is without knowledge or information
sufficient to form a belief as to the truth of all remaining
matters described in paragraph 897.

Paragraph 898.

Defendant denies that Andersen turned its back on its
responsibility to Enron's investors and the investing public, and
abandoned its professional standards by helping Enron perpetrate
the massive accounting fraud as alleged therein. Defendant is
without knowledge or information sufficient to form a belief as to
the remaining matters described in paragraph 898.

Paragraph 899.

Defendant denies that Andersen falsely represented that Enron
financial statements for 1997, 1998, 1999 and 2000 were presented
in accordance with GAAP, and that its audits of Enron financial
statements have been performed in accordance with GAAS. Defendant
denies that Andersen issuance of, and multiple consents to reissue
materially false reports on Enron's 97-00 financial statements were
themselves violations of GAAS. Defendant is without knowledge or
information sufficient to form a belief as to the remaining matters
described in paragraph 899.

Paragraph 900.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
900.

Paragraph 901.
Defendant denies the allegations described in paragraph 901.

Paragraph 902.
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Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
902.

Paragraph 903.

Defendant admits the allegations described in paragraph 903.
Paragraph 904.

Defendant admits the allegations described in paragraph 904.
Paragraph 905,

Defendant denies that Andersen reports were false and
misleading due to its failure to conduct its audits in compliance
with GAAS, and because Enron's financial statements were not
prepared in conformity with GAAP. Defendant is without knowledge
or information sufficient to form a belief as to the truth of the
remaining matters described in paragraph 905.

Paragraph 906.

Defendant admits that Enron was an important client of
Andersen. Defendant is without knowledge or information sufficient
to form a belief as to the truth of the remaining matters described
in paragraph 906 because of his lack of accessibility to records.
However, Defendant admits that Andersen had an active practice
with respect to Enron Corporation.

Paragraph 907.

Defendant denies that a conflict of interest existed relative
to Enron as alleged in paragraph 907. Defendant denies that
Andersen abandoned its independence, objectivity, and integrity on
the Enron financial statement audits and reviews. Defendant is
without knowledge or information sufficient to form a belief as to

the truth of the remaining matters described in paragraph 907,
other than to deny that he "earned as much as $2 million per year."

Paragraph 908.

Defendant admits the matters described in paragraph 908.

Paragraph 909.

Defendant denies the matters described in paragraph 909.

Paragraph 910.

Defendant denies that Andersen abandoned its professional duty
to remain independent, objective and skeptical, and did not require
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revision of an accounting treatment it had approved, even when
Enron and its lawyers and bankers structured more and more
egregious transactions. Defendant admits that "Enron-related work"
at Andersen involved the consultation and involvement of partners
at the highest level of Andersen, including partners at Andersen's
national office headquartered in Chicago. Defendant is without
knowledge or information sufficient to form a belief as the truth
of the remaining matters described in paragraph 910.

Paragraph 911.

Defendant denies the matters described in paragraph 911.
Paragraph 912.

Defendant denies the allegations contained in paragraph 912.
Defendant admits that the quotation contained therein appears to
come from Anderson e-mail. However, Defendant asserts that it is
taken out of context.

Paragraph 913.

Defendant admits that partner Carl Bass was a member of the
Professional Standards Group and had been assigned to work on the
Enron account. Defendant admits that at a point in time, at the
urging of the client, Carl Bass no longer was assigned to the Enron
account. Defendant admits that Carl Bass disagreed with some of
Enron's accounting. Defendant denies, however, the extent and the
intensity with which Plaintiff describes Carl Bass' disagreement,
and Mr. Duncan's role and conduct relative thereto. Defendant is
without knowledge or information sufficient to form a belief as to
the truth of the remaining matters described in paragraph 913.

Paragraph 914.

Defendant denies that his relationship with management of
Enron was a significant factor in impairing Andersen's independence
and objectivity on the Enron audits. Defendants denies that his
independence and objectivity were impaired. Defendant is without
knowledge or information sufficient to form a belief as to the
truth of the remaining matters described in paragraph 914.

Paragraph 915.

Defendant admits that Andersen performed consulting services
for Enron. However, Defendant denies that the consulting services
impaired its independence on its audits and reviews. Defendant is
without knowledge or information sufficient to form a belief as to
the truth of the remaining matters described in paragraph 915.

Paragraph 916.
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Defendant denies that Andersen was "obsessed" with generating
consulting fees, and that same caused a significant conflict of
interest during the Class Period, and that same was a factor that
lead to the impairment of the firm's integrity, objectivity and
independence. Defendant is without knowledge or information
sufficient to form a belief as to the truth of the remaining
matters described in paragraph 916.

Paragraph 917.

Defendant admits that he has plead guilty to one (1) count of
obstruction of justice relative to documents that were destroyed in
Fall, 2001, some of which are described in paragraph 917. With
respect to the remaining matters, Defendant asserts his rights
pursuant to the Fifth Amendment of the United States Constitution.

Paragraph 918.

Defendant admits that as to him and him alone he has plead
guilty to one (1) count of obstruction of Jjustice relative to
documents that were destroyed in Fall, 2001, some of which are
described in paragraphs 917 and 918. With respect to the remaining
matters, Defendant asserts his rights pursuant to the Fifth
Amendment of the United States Constitution.

Paragraph 919.

While generally familiar with the matters described 1in
paragraph 919, Defendant does not have personal knowledge with
respect to any such matters. Accordingly, Defendant is without
knowledge or information sufficient to form a belief as to the
truth of the matters described in 919 and its subparts.

Paragraph 920.

Defendant denies the allegations described in paragraph 920 as
to him.

Paragraph 921.

Defendant denies that he had direct knowledge of Enron's
improper accounting as alleged in the Complaint. Defendant admits
that Enron had been established by Andersen as a high risk client.

Defendant admits that the quotations appear to be from the auditing
standards described in the remaining part of paragraph 921.

Paragraph 922.

Defendant admits that Andersen knew that Enron had a complex

structure. Defendant denies that he helped Enron structure a
number of highly complex partnerships for the apparent business
purpose of concealing debt and losses. Defendant admits that
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Andersen was knowledgeable about terms and conditions of many of
the partnerships described in paragraph 922. However, Defendant is
without knowledge or information sufficient to form a belief as to
the truth of the remaining matters described in paragraph 922.

Paragraph 923.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
923.

Paragraph 924.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
924.

Paragrah 925.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
925,

Paragraph 926.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
926.

Paragraph 927.

Defendant denies the allegations described in paragraph 927.

Paragraph 928.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
928.

Paragraph 929.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
929.

Paragraph 930.

Defendant admits that on February 5, 2001, a telephone
conference described therein was conducted. Defendant generally
admits the names of the participants and the agenda. However,
Defendant denies the accounting issues described in paragraph 930
were the ones that ultimately caused the collapse of Enron.
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Paragraph 931.

Defendant denies any improper accounting as described in
paragraph 931. Defendant admits that Andersen decided to retain
Enron as a client. Defendant is without knowledge or information
sufficient to form a belief as to the truth of the remaining
matters described in paragraph 931.

Paragraph 932.

Defendant is without knowledge or information sufficient to
form a belief as the truth of the matters described in paragraph
932.

Paragraph 933,

Defendant admits that he participated in a meeting with James
Hecker and other partners regarding a phone call from an Enron vice
president. Defendant 1is without knowledge or information
sufficient to form a belief as to the truth of the remaining
matters described in paragraph 933.

Paragraph 934.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
934.

ANDERSON SIGNED OFF ON ENRON'S PHONY BROADBAND
REPORTING AND MARK-TO-MARKET ACCOUNTING

Paragraph 935.

Defendant admits that Andersen was consulted on many of
Enron's broadband transactions. Based on the information available
to him, Defendant denies that same were manipulative, or that Enron
abused mark-to-market accounting for broadband transactions.

Pargraph 936.

Defendant denies that improper accounting was used for the
Braveheart/Blockbuster transactions, and/or that improper
accounting was agreed to by Andersen. Defendant is without
knowledge or information sufficient to form a belief as to the
truth of the remaining matters described in paragraph 936.

Paragraph 937.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
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937.
Paragraph 938.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
938.

Paragraph 939.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
939.

Paragraph 940.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
240.

ANDERSEN KNEW ENRON IMPROPERLY HID DEBT AND
BOOSTED REPORTED INCOME THROUGH USE OF THE SPE's

Paragraph 941.

Defendant denies the implications that Andersen embarked on a
scheme that was somehow improper. Defendant is without knowledge
or information sufficient to form a belief as to truth of the
remaining matters described in paragraph 941.

Paragraph 942.

Defendant admits that Andersen was aware of the proper
procedures to conduct an audit. Defendant is without knowledge or
information sufficient to form a belief as to the truth of the
remaining matters described in paragraph 942.

Paragraph 943.

Defendant admits that Andersen reviewed various aspects of
certain transactions involving Chewco, JEDI and LJM. Defendant
admits that Plaintiffs have quoted from AU §334.09, in the
remaining section of paragraph 943.

Paragraph 944.

Defendant denies that Andersen ignored the professional
literature described in paragraph 943. Defendant denies that
Andersen failed to insist that Enron make adequate disclosures and
proper accounting for transactions. Defendant is without knowledge
or information sufficient to form a belief as to the truth of the
remaining matters described in paragraph 944.

16



RED FLAGS START WITH JEDI/CHEWCO
Paragraph 945.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
945,

Paragraph 946.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
946.

Paragraph 947.

Based on information available to him, Defendant denies that
Andersen ignored alleged red flags. Defendant further denies the
implication that Andersen somehow helped Enron improperly keep the
CHEWCO deal off the books. Defendant is without knowledge or
information sufficient to form a belief as to the truth of the
remaining matters described in paragraph 947.

RED FLAGS GENERATED BY THE LJM TRANSACTIONS
Paragraph 948.

Defendant denies that Andersen ignored prominent warnings
regarding the matters described in paragraph 948. Defendant is
without knowledge or information sufficient to form a belief as to
truth of the remaining matters described in paragraph 948.

Paragraph 949,

Based on information available to him, Defendant denies the
allegations of paragraph 949.

Paragraph 950.

Defendant admits that he was generally involved in Andersens
work related to LJM. Based on the information available to him,
Defendant denies the allegations of paragraph 950 as to him.

ANDERSEN'S KNOWLEDGE OF IMPROPER ACCOUNTING FOR THE RAPTORS
Paragraph 951.

Defendant denies that Andersen permitted Enron to improperly
account for notes received for stock issued. Defendant is without
knowledge or information sufficient to form a belief as to the
truth of the remaining matters described in paragraph 951.
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Paragraph 952.

Defendant denies that he circumvented numerous obstacles

presented by pertinent accounting rules. Defendant denies the
allegations described in paragraph 952(a). Defendant admits that
he and others consulted with the PSG in Chicago regarding the
Raptor transactions. Defendant denies that Andersen improperly
agreed that the 3% independent, at risk equity investment needed to
be performed only at inception. Defendant denies the remaining
allegations described in paragraph 952. Defendant is without

knowledge or information sufficient to form a belief as to the
truth of the matters described in paragraph 952 (c).

Paragraph 953.

Defendant denies that Andersen did not bring a measure of
objectivity to the described transactions. Defendant is without
knowledge or information sufficient to form a belief as to the
truth of the remaining matters described in paragraph 953.
Paragraph 954.

Defendant denies the allegations described in paragraph 954.
$§51 MILLION OF KNOWN ERRORS IGNORED IN THE 97 AUDIT
Paragrpah 955.

Defendant denies the allegations described in paragraph 955.
Paragraph 956.

Defendant admits that Enron has restated its financial
statements for 1997 through 2000. Defendant is without knowledge
or information sufficient to form a belief as to the truth of the
remaining matters described in paragraph 956.

ANDERSEN KNEW ENRON'S DISCLOSURES WERE FALSE
Paragraph 957.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
957.

Paragraph 958.

Defendant is without knowledge or information to sufficient
form a belief as to the truth of the matters described in paragraph
958.

Paragraph 959.
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Defendant denies the implication that Andersen allegedly
failed to require notification of certain disclosures as described
in paragraph 959. Defendant is without knowledge or information
sufficient to form a belief as to the truth of the remaining
matters described in paragraph 959.

Paragraph 960.

Defendant is without knowledge or information sufficient to
form a belief as the truth of the matters described in paragraph
960.

Paragraph 961.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
961.

ANDERSEN'S DESTRUCTION OF DOCUMENTS
Paragraphs 962-966

Defendant admits that he has plead guilty to one (1) count of
obstruction of justice relative to the destruction of documents in
October and November 2001, described 1in paragraphs 962-966.
Defendant hereby asserts the rights and privileges to which he is
entitled pursuant to the Fifth Amendment of the United States
Constitution with respect to any of the remaining matters contained
in paragraphs 962-966.
ANDERSEN VIOLATED PROFESSIONAL STANDARDS
Paragraph 967.

Defendant denies the allegations described in paragraph 967.
Paragraph 968.

Defendant denies the allegations described in paragraph 968.
Paragraph 969.

Defendant denies the allegations described in paragraph 969.
Paragraph 970.

Defendant denies the allegations described in paragraph 970.

ANDERSON IS "ONE FIRM"

Paragraph 971.
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Defendant generally understands the history and structure of
Andersen to be as described in paragraph 971. However, Defendant
is without knowledge or information sufficient to form a belief as
to the truth of the matters described therein.

Paragraph 972.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
972.

Paragraph 973.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
973.

Paragraph 974.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph
974.

Paragraphs 975-982

Defendant generally understands the organization of the
respective Andersen entities to be as described in these
paragraphs. Defendant admits that he was a partner of both
Andersen US and Andersen-Worldwide. Defendant does not have
current, first-hand information relative to the other matters
described in paragraphs 975-982. Accordingly, Defendant must state
that he is without knowledge or information sufficient to form a
belief as to the truth of the matters described in paragraphs 975-
982, subject to the caviats described above.

FRAUD-ON-THE-MARKET
Paragraphs 983-984.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in
paragraphs 983 - 984.

STATUTORY SAFE HARBOR

Paragrpah 985.

Defendant is without knowledge or information sufficient to
form a belief as to the truth of the matters described in paragraph

985.

20



CLASS ACTION ALLEGATIONS

Paragraphs 986-991.

Defendant denies the allegations contained in paragraphs 986~

991.
FIRST CLAIM FOR RELIEF

Paragraphs 992-997.

Defendant denies all allegations in the foregoing paragraphs

as they relate to him.
SECOND CLAIM FOR RELIEF

Paragraphs 998-1004.

Defendant denies all allegations in the foregoing paragraphs

as they relate to him.
THIRD CLAIM FOR RELIEF

Paragraphs 1005-1011.

Defendant denies the allegations in the foregoing paragraphs

as they relate to him.
ACCOUNTANTS

Paragraph 1012.

Defendant denies the allegation described in paragraph 1012.

Investment Banks

Paragraphs 1013-1016.

Defendant is without knowledge or information sufficient

form a belief as to the truth of the matters
paragraphs 1013-1016.

FOURTH CLAIM FOR RELIEF
Paragraphs 1017-1030.
Defendant is without knowledge or information

form a belief as to the truth of the matters
paragraphs 1017-1030.
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WHEREFORE, PREMISES CONSIDERED,

Defendant David B. Duncan

respectfully requests that Plaintiffs recover nothing against him.

Respectfully submitted,

Fﬁ\W\D{ICES OF BARRY G, FLYNN, P.C.
\ o C) . A
BARRY G. FLYNN T
Federal 1I.D. No. 3618

State Bar No. 07196560

1300 Post Oak Blvd., #750
Houston, Texas 77056

Telephone No. 713-840-7474
Facsimile No. 713-840-0311

e-mail: bgflaw@mywavenet.com

Attorney in Charge for
Defendant David B. Duncan

OF COUNSEL:

LAW OFFICES OF BARRY G. FLYNN, P.C.

Barry G. Flynn

Federal I.D. No. 3618
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CERTIFICATE OF SERVICE
I hereby certify that a true and correct copy of the foregoing

Original Answer of David B. Duncan has been forwarded to all
parties in accordance with the Court's Orders.

Signed this \>° day July, 20@57:1)
\ CAG'&/\\

BARRY G. FLYNN
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The Service List
Attached
to this document
may be viewed at
the

Clerk’s Office
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