Draft of 11/19/01


November ___, 2001

 

Dynegy Inc.

Stanford, Inc.

Sorin, Inc.

Badin, Inc.

c/o Dynegy Inc.

1000 Louisiana, Suite 5800

Houston, Texas 77002

Attn: General Counsel

Facsimile (713) 507-6808

 

Re: Agreement and Plan of Merger (“Merger Agreement”) among Dynegy Inc. (“Dynegy”), Stanford, Inc., Sorin, Inc., Badin, Inc. and Enron Corp. (“Enron”) dated as of November 9, 2001

 

Ladies and Gentlemen:

 

In our efforts to comply with the covenants under the Merger Agreement, this letter confirms our mutual understanding as to the following interpretations of the Merger Agreement:

 

· In Section 7.1(d), references to “material” are intended to refer to matters that are material to Enron and its Subsidiaries taken as a whole or Dynegy and its Subsidiaries taken as a whole, as applicable.

 

·  Section 7.1(j) is not intended to prohibit Enron, or prohibit Enron’s permitting any of its Subsidiaries, from merging or consolidating with, or acquiring an equity interest in, or transferring assets with or among any consolidated Subsidiary.

 

· Section 7.1(n)(i) is not intended to prohibit Enron, or prohibit Enron’s permitting any of its Subsidiaries, from loaning funds to, or creating a payable from, any consolidated Subsidiary, and none of such actions will be deemed an incurrence of Debt by Enron or any of its Subsidiaries.

 

·  In Section 7.1(n)(x), the definition of Debt is not intended to include indemnification obligations or guarantees thereof or guarantees of performance obligations under trading contracts, in each case entered into in the ordinary course of business.

· Section 7.7 does not prohibit either party from responding to media inquiries in the ordinary course or making public statements not inconsistent with those previously made jointly by the parties.

 

This letter further confirms your consent to the following actions, which Enron and its Subsidiaries may take, and your agreement that such actions, if taken, will not violate or be considered breaches of the Merger Agreement.  This letter does not obligate Enron or its Subsidiaries to take any of the following actions.

 

· Sale of Enron’s metals business unit or divisions or parts thereof

· Sale of Enron’s forest products business or any part thereof

· Incurrence by Epe-Empresa Produtora de Energia Ltda., Gasoriente Boliviano Ltda. and Gasocidente do Mato Grosso Ltda. (Cuiaba) of $360MM project debt (and any related guarantees by Enron Corp.)

· Cancellation of terminalling facilities (Elba Island) in connection with settlement   matters

· Enron or its subsidiaries may engage in liquidity and working capital management activities that may include (1) factoring of accounts receivable, (2) inventory financing, and (3) obtaining lines of credit secured by pledges of commodities purchase and sale agreements

 

 

Please evidence your agreement with the above by signing the enclosed copy of this letter and returning it to us.

 

Very truly yours,

Enron Corp.

 

 

 

By:






Name:






Title:






 

Acknowledged and agreed as or the ___ day of November 2001.

 

Dynegy Inc.

 

 

 

By:






Name:






Title:






 

Stanford, Inc.

 

 

 

By:






Name:






Title:






 

Sorin, Inc.

 

 

 

By:






Name:






Title:






 

Badin, Inc.

 

 

 

By:






Name:






Title:






