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Sumary

Concerns about liquidity and the performance of ENEs trading units caused a
further 28% decline on Wed. Drops of 3% 5% at Duke (DUK 37.52, Strong Buy),
Dynegy, (DYN 39.76, Strong Buy), El Paso (EPG 48.96, Strong Buy), & WIlians
(WVB 27.75, Buy) were related to ENE as wel |.

Qur industry contacts and discussions with traders indicate that while trading
with ENE has slowed, it certainly has not stopped. Each of the "majors"
reiterated confidence in their own projected earnings and returns.

ENE announced that it had achieved a deferral in the due date for a date of $690
mllion fromNov 27 until m d-Decenber. Comrents were made by maj or banks
stating a willingness to work with ENE to restructure its debt

Separately, DYN stated its encouragenent at the increase in ENE credit |ines by
$450 million, and the delay in the due date of the debt. DYN also restated its
support and that of Chevron/ Texaco (CVX, 86.08) for the deal as well.

ENE shows about $1.5 billion in cash currently and, with a newy approved $450
mllion credit facility has about $1 billion in un-drawn credit I|ines.

Qur anal ysi s suggests that ENE has "used" about $3 billion in cash during the
past nmonth in collateral and margin requirenents, debt service and general and
adm ni strati ve expenses. Mich of the collateral will be recovered as perfornmance
on contracts continues.

In our opinion, the negative reaction of EPG W and DUK to the ENE issues is
significantly overdone. W continue to regard the nerchant business as a highly
visible growth contributor for each

For DYN, we continue to hold the view that the ENE deal represents a dramatic
plus. (see report dated Nov 9).

We continue to hold the opinion that ENE is significantly underval ued, despite
its issues, and that ultimately it will trade up in concert with the 0.2685
ratio of the DYN deal. (see report dated Nov 20).

The author's imediate fam|ly owns | ess that 250 shares of ENE and | ess than 250
shares of EPG
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10n 11/20/01 the S&P 500 index closed at 1142. 66.
2Econom c profit trend.

Enron is one of the world' s leading electricity, natural gas and communi cati ons
compani es.

Enron is one of the world' s leading electricity, natural gas and comruni cati ons
compani es.
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