Merger FAQ’s (External)

The Deal

What are the deal terms?

· The transaction will constitute a stock for stock exchange.

· The exchange ratio will be 0.2685.  As an example, each 1,000 shares of Enron stock will be converted to 268 shares of the combined company plus cash for fractional shares upon closing.

· Total outstanding shares of the combined company are expected to be approximately 700 million shares.

· ChevronTexaco owns approximately 26 percent of Dynegy's outstanding common stock.  ChevronTexaco will invest $1.5 billion in Dynegy immediately, and an additional $1 billion upon closing of the merger. 
· Dynegy will immediately invest $1.5 billion in cash in Enron’s Northern Natural Gas subsidiary in exchange for preferred stock.  
· Enron will have immediate access to the $1.5 billion cash investment in Enron’s Northern Natural Gas subsidiary.

Is this friendly?

Yes.

Is this a merger or a takeover?

This is a merger.

What approvals are required?

This merger will require SEC and FERC approvals, the approval of shareholders of both Enron and Dynegy, and expiration or termination of the Hart-Scott-Rodino waiting period.  In addition, various approvals are required due to the ownership of Enron’s and Dynegy’s wholly owned subsidiaries

From a business standpoint are Enron and Dynegy now one company?

Not until closing, which may not occur for a number of months.  Until that time we will continue to deal with one another on a commercial level as competitors, just as we have done in the past.  In general, this means that we cannot share commercial information, coordinate commercial behavior, agree on prices, etc.  We will act towards Dynegy the same way that we would act toward any other competitor.

When do you expect the deal to close?

The transaction is expected to close by the end of Q3 2002.

Why do you believe this is the best deal for shareholders?

The board considered numerous options—stand-alone execution, private equity infusions, strategic partner infusion and a merger with a strategic partner. The Enron Board felt that the merger with Dynegy, coupled with the $1.5 billion equity investment, was the best opportunity for continued growth and shareholder value.  

How will you respond if other entities express an interest in acquiring the company?

The Enron Board has determined that this transaction is in the best interest of its shareholders, and has agreed to recommend the deal to its shareholders and not to approach, solicit or encourage offers from other parties.  However, if the Enron Board receives an unsolicited offer that it determines is better for its shareholders than this transaction, Enron may terminate this transaction, pay the break-up fee, and pursue the competing bid.

What is the break up fee?

The break-up fee, for either party, is $350 million if the merger agreement is terminated in certain limited circumstances.  In addition, in connection with the $1.5 billion preferred stock investment in Enron’s Northern Natural Gas subsidiary, Dynegy was granted the right to exchange its preferred stock position at Northern Natural Gas into the common stock of Enron under certain circumstances if the merger agreement is terminated.

Are there conditions under which this transaction can be terminated?

The transaction provides limited circumstances under which the merger would not be consummated, including failure of the shareholders of either party to approve the transaction, failure to obtain regulatory approvals, the occurrence of a material adverse change, as defined in the merger agreement, to either party, and, of course, the mutual consent of the parties.

What is the ownership structure of the new company?

On a converted basis, Enron shareholders will own approximately 36% of the new company, and Dynegy shareholders will own 64%.  Post closing, the combined company is expected to have approximately 700 million shares outstanding.

What percentage of shareholder votes is required to approve the transaction?

A majority of Enron shareholders must approve the transaction, and 2/3 of Dynegy shareholders must approve the transaction.

Will this be a tax-free transaction to shareholders?

Yes.  As this is a stock for stock deal, the cost basis of stock in Enron will carry over to the converted stock basis in Dynegy shares.

Is the exchange ratio subject to adjustment?

The exchange ratio is subject to downward adjustment if Enron issues equity prior to the merger for less than the Dynegy common stock parity price.

Has a new management team been identified?

Chuck Watson – Chairman and CEO

Steve Bergstrom – President and Chief Operating Officer

Greg Whalley – Executive Vice President

Robert Doty – Chief Financial Officer

Watson, Bergstrom and Whalley will make up the combined company’s Office of the Chairman.

Has Dynegy completed due diligence?  Are they satisfied that the potential exposure is manageable?

Dynegy has completed significant due diligence and there is no due diligence out as such. Dynegy was fully aware of the matters reported recently with respect to certain financial statement restatements and related party transactions.

How will the board seats be allocated?

When the merger is complete, the board of directors of the combined company will be comprised of not more than 15 members.  Dynegy’s designees will include three from ChevronTexaco.  Enron will have the right to designate a minimum of three board members.

Do you expect to sell any existing businesses of the combined company?

Yes, but those decisions have not been finalized. 

How will the merger impact customers?

We expect customers to benefit significantly from this combination.  This combination provides a wider and more diverse platform to meet the energy needs of our customers with reliable delivery and predictable pricing.  Customers will also benefit from broader supply-sources of the two companies.

What concerns might regulators have?

We cannot speak for the regulators, but we do not anticipate any significant issues in obtaining the required approvals.

If the merger doesn’t go through, what will happen to Dynegy's equity stake in Northern Natural Gas?

Dynegy has a right under certain circumstances to purchase an indirect 100% ownership interest in Northern Natural Gas, subject to Enron’s right of repurchase. Under certain circumstances, Dynegy may convert its equity stake in Northern Natural Gas into an equity stake in Enron, in lieu of its right to purchase an indirect 100% interest in Northern Natural Gas. 

Does this mean Northern Natural Gas is no longer a part of Enron?

No. Northern Natural Gas will remain an important member of the Enron family.  If the merger is terminated Dynegy has a right to acquire Northern Natural Gas, subject to a repurchase right of Enron.

Is Dynegy buying Northern Natural Gas?

No, Dynegy is buying a $1.5 billion preferred stock interest in Northern Natural Gas and acquiring an option to acquire 100% of Northern Natural Gas in certain circumstances if the merger is terminated.

What percent of Northern Natural Gas will Dynegy own?

They will own preferred stock unless and until the merger is terminated and Dynegy exercises its right under certain circumstances to purchase 100% of Northern Natural Gas.

Who is Northern Natural Gas?

Northern Natural Gas is Enron’s largest interstate system with approximately 17,000 miles of natural gas pipeline in the U.S.

Financial Issues

Why is Enron merging at this price?

Enron’s Board of Directors and management considered numerous options to best serve the interest of our shareholders, including:

· Stand-alone execution

· Private equity infusion

· Strategic partner infusion

· Merger with a strategic partner

The Board and management feel strongly that a merger with Dynegy, which included an immediate infusion of $1.5 billion in cash, offered the best opportunity for continued growth and enhanced shareholder value.

What are the pro-forma balance sheet and cash flow of the combined company?

This information will be set forth in the joint proxy statement/prospectus to be filed in connection with the shareholders meeting to be held for the purpose of approving the merger.

What are the expected cost savings from the merger?

We are not providing estimates at this time.

What do you expect this will do to Enron’s debt ratings?

We believe it will have a stabilizing effect.

Has Enron closed on its $1 billion loan from JP Morgan, Chase and Citibank?

No, but we expect it will close in the near future as soon as final documentation is completed.

How soon does Enron expect to file a proxy statement?

As soon as practicable.

When does Enron file its 10Q?

We anticipate that it will be filed on November 14.

Have you discussed the combination with the rating agencies?

Yes.  The preliminary assessment by the rating agencies has been positive.

What is the California exposure of the combined company?

Dynegy and Enron have adequately reserved for any potential exposure from utilities in California.  Dynegy and Enron are also active members of PG&E’s creditors committee.  As these exposures are adequately reserved, the companies do not expect the outcome to have any material impact on either company’s ability to meet earnings.

Enron Questions

Is this the end of Enron?

      When the merger is complete, there will be one combined company named Dynegy Inc.

What are the immediate business benefits of the transaction?

This deal confirms the value of Enron’s core business and strengthens the company’s liquidity.  This transaction enables the shareholders of both companies to participate in the upside of the combined enterprise.

What will happen to EnronOnline?

It will continue as EnronOnline until the transaction closes.

How will you treat proprietary trading information prior to the deal close?  What impact will this have on counterparty trading?

Until the deal closes they remain separate companies and will keep confidential trading information confidential.

What will happen to Enron’s broadband business?

Enron has written down its broadband business so what remains is the $600 million network.  These assets are included in the transaction with Dynegy.  

What will happen to Enron’s retail business?

Enron Energy Services is included in the transaction with Dynegy.

What will happen to Enron’s pending asset sales?

The asset sales we have previously announced are scheduled to move forward. 

What happens to the SEC investigation?

As we have from the beginning, Enron will continue to fully cooperate with the SEC investigation.

What happens to the lines of credit Enron took out last week?

Enron drew down on $3 billion from existing credit lines and has obtained commitment letters on an additional $1 billion secured financing.

Will any Enron executives have a role in the combined company’s senior management team?

Yes, Greg Whalley will serve as Executive Vice President and will join Dynegy’s Office of the Chairman when the transaction closes.

What happens to Ken Lay?

Ken Lay will remain as Chairman and CEO of Enron until the transaction closes.  He will not join the Dynegy Office of the Chairman.

Will Enron complete its new building?

Yes.

Will this affect Enron’s innovation?

A key strength of Enron and Dynegy has been their employees’ innovation and we expect this to continue.

What will this do to our deregulation efforts?

Both Enron and Dynegy share the belief in open markets and competition.  We believe our deregulation efforts will continue.

Will this transaction affect the negotiations on our India power project?

We do not expect it to.

Dynegy Issues

Dynegy profile:

Dynegy Inc. is a leading energy merchant and power generator in North America, the United Kingdom and Continental Europe.  A Fortune 100 company, Dynegy in 2000 established its communications business, Dynegy Global Communications, which is engaged in providing network solutions and connectivity to wholesale customers worldwide.  

Will Dynegy keep Enron’s broadband assets?

Dynegy is committed to the broadband business but no determinations have been made regarding the future of these assets.

Does Dynegy have a retail business?

Yes, currently Dynegy is in the retail business.

What is ChevronTexaco’s relationship to this deal?

ChevronTexaco owns approximately 26 percent of Dynegy's outstanding common stock.  ChevronTexaco will invest $1.5 billion in Dynegy immediately and an additional $1 billion at the closing of the merger.

What rights does ChevronTexaco have to block or affect the deal?

ChevronTexaco owns approximately 26 percent of Dynegy’s outstanding common stock.  ChevronTexaco has agreed to vote in favor of the deal.

What are Dynegy’s expansion plans?

No determinations have been made at this time regarding Dynegy’s expansion plans.

Combined

What will the new company’s name be?

The combined company will retain Dynegy’s name.

Who will be the CEO of the new company?

Chuck Watson, chairman and CEO of Dynegy Inc. will become the Chairman and CEO of the new entity.

Who will be president?

Steve Bergstrom, president and COO of Dynegy Inc. will become the President and COO of the new entity.

Will there be an integration team?  Who will be on it?

The integration process will be focused on designing a strong and efficient organization.  Management from Enron and Dynegy will work together to ensure a smooth, efficient transition.  Details of the make-up of the team have not yet been determined.

Once the merger is complete, will the new company look at splitting regulated and non-regulated businesses?

That is yet to be determined.

Will the companies merge offices and where?

There are currently no plans to merge offices.  Considering the size of a combined organization, however, office spaces will be evaluated at a later date.

How do you think the two companies’ cultures will work together?

Both companies share a commitment to innovation, customer satisfaction and community.

Community Issues

Will Enron Field be renamed?

The combined company will determine this.

What happens to the naming rights?

The combined company will assume the rights and obligations under the naming rights agreement.

Will the analyst and associate program at Enron continue?

As we bring both companies together, we will look into the possibility of combining both Dynegy’s PACE program with Enron’s Associate/Analyst program.

Is Enron’s contribution program continuing during this time?  

The contributions program will still be a focus for Enron, but we have curtailed new giving for now.

What does this merger mean for Houston?

We believe that it is positive for Houston because two premier energy companies will join forces and remain in the city.

How much do Enron and Dynegy contribute to the community?  What will happen to this figure?

Enron currently contributes close to 1% of IBIT to the community each year.  Dynegy is also a strong contributor to the community.  That combined commitment will continue with the merged company.

Will both companies honor their individual multi-year contributions?

Enron will honor all previous multi-year contribution commitments.  We will evaluate future commitments.  

What are the obligations to both companies regarding vendor contracts?

Until the merger is complete, Enron will honor its existing vendor contracts.

Employment Issues

Will Enron (or Dynegy) employees be laid off as a result of the merger?

The merger will be a long and complex process. Some elimination of positions is almost inevitable in this type of merger, and one of the key tasks will be to identify the optimal structure and resourcing of the merged company. 

How many lay-offs will there be?

Prior to the merger, we hope to address any need for employment reductions through attrition and reduced hirings.  We cannot rule out involuntary separations, but we have not targeted a specific number at this time.

Internal Issues

What will happen to non-Houston locations? 

Decisions will be made about all locations in the coming weeks.

Will moves to the new building continue as planned?

Yes, at this time.
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