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May 29, 2007

To our stockholders:

It is my pleasure to invite you to attend the 2007 annual meeting of stockholders of Dynegy Inc., which will be held on July 18, 2007 at 10:00
a.m., local time, at The Westin Galleria Houston, 24th Floor, 5060 West Alabama, Houston, Texas 77056.

At the annual meeting, in addition to acting on the matters described in the attached proxy statement, we plan to review our progress over the
past year and discuss the next phase of our development. There will also be an opportunity to discuss other matters of interest to you as a
stockholder.

It is important that your shares be represented and voted at the annual meeting. Please sign, date and mail the enclosed proxy card in the
envelope provided, even if you plan to attend the annual meeting in person. You may also vote your shares by telephone or through the Internet
as described on the enclosed proxy card.

Because of limited seating, only stockholders, their proxy holders and our guests may attend the annual meeting. If you plan to attend the annual
meeting, you must be a stockholder of record as of May 21, 2007 or, if you have beneficial ownership of shares of our common stock held by a
bank, brokerage firm or other nominee, you must bring a brokerage statement or other evidence of your beneficial ownership of common stock
as of May 21, 2007 in order to be admitted to the annual meeting.

I look forward to seeing you in Houston on July 18.

Sincerely,

Bruce A. Williamson
Chairman and Chief Executive Officer
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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

TO BE HELD WEDNESDAY, JULY 18, 2007

To our stockholders:

NOTICE IS HEREBY GIVEN, that the 2007 annual meeting of stockholders of Dynegy Inc., a Delaware corporation, will be held on
Wednesday, July 18, 2007 at 10:00 a.m., local time, at The Westin Galleria Houston, 24th Floor, 5060 West Alabama, Houston, Texas 77056 for
the following purposes:

1. To elect eight Class A common stock directors and three Class B common stock directors to serve until the 2008 annual meeting of
stockholders;

2. To act upon a proposal to ratify the appointment of Ernst & Young LLP as Dynegy�s independent registered public accountants,
commencing with the review of our unaudited financial statements for the second quarter ending June 30, 2007 through the
remainder of the fiscal year ending December 31, 2007;

3. If properly presented at the annual meeting, to act upon a stockholder proposal regarding �pay-for-superior-performance;� and

4. To act upon any other matters that may properly come before the meeting (including a proposal to adjourn the meeting to solicit
additional proxies) or any reconvened meeting after an adjournment or postponement of the meeting.

The close of business on May 21, 2007 has been fixed as the record date for the determination of stockholders entitled to receive notice of and to
vote at the annual meeting and any reconvened meeting after an adjournment or postponement of the meeting.

You are cordially invited to attend the meeting. WHETHER OR NOT YOU PLAN TO ATTEND THE MEETING, PLEASE SIGN, DATE
AND RETURN THE ENCLOSED PROXY CARD AS PROMPTLY AS POSSIBLE. A SELF-ADDRESSED, POSTAGE-PAID
ENVELOPE IS ENCLOSED FOR YOUR CONVENIENCE. ALTERNATIVELY, YOU MAY VOTE YOUR SHARES BY
TELEPHONE OR THROUGH THE INTERNET AS DESCRIBED ON THE ENCLOSED PROXY CARD.

By Order of the Board of Directors,

Kimberly M. O�Brien
Corporate Secretary

May 29, 2007
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DYNEGY INC.
1000 Louisiana Street, Suite 5800

Houston, Texas 77002

(713) 507-6400

PROXY STATEMENT

GENERAL INFORMATION

The Board of Directors of Dynegy Inc., or the Board, is soliciting the enclosed proxy for use at the 2007 annual meeting of stockholders, or the
annual meeting, to be held on Wednesday, July 18, 2007 at 10:00 a.m., local time, at The Westin Galleria Houston, 24th Floor, 5060 West
Alabama, Houston, Texas 77056, or at any reconvened meeting after an adjournment or postponement of the annual meeting. This proxy
statement, the notice of annual meeting and the proxy card will be first mailed to stockholders on or about May 29, 2007.

Quorum and Vote Required

Quorum.    The following quorum requirements apply to the matters to be considered at the annual meeting:

� The presence of a majority of the shares of our Class A common stock represented in person or by proxy at the annual
meeting and entitled to vote on the election of the Class A common stock directors will constitute a quorum for that matter;

� The presence of a majority of the shares of our Class B common stock represented in person or by proxy at the annual meeting and
entitled to vote on the election of the Class B common stock directors will constitute a quorum for that matter; and

� The presence of a majority of the shares of our Class A common stock and our Class B common stock, counted together, represented
in person or by proxy at the annual meeting and entitled to vote on the ratification of independent registered public accountants and
on the stockholder proposal will constitute a quorum for such matters.

Abstentions and broker non-votes are counted in determining the number of shares represented in person or by proxy at the annual meeting.

Broker Non-votes.    A �broker non-vote� occurs if a broker or other nominee who holds shares in �street� name for the beneficial owner of those
shares does not have discretionary voting authority with respect to a particular item and has not received instructions from the owner of the
shares. Under the rules of the New York Stock Exchange, or NYSE, in effect at the time this proxy statement was printed, if you hold your
shares through a broker, your broker is permitted to vote your shares on �routine matters� even if the broker does not receive instructions from
you. �Routine matters� to be voted on at the annual meeting are the election of directors and the ratification of the independent registered public
accountants. Your broker is not permitted to vote your shares on �non-routine matters� if the broker does not receive instructions from you. The
only �non-routine matter� to be voted on at the annual meeting is the stockholder proposal.

Election of Directors.    Eleven persons have been nominated by the Board for election to serve as directors for one-year terms. In accordance
with our Amended and Restated Certificate of Incorporation, or our Certificate of Incorporation, of the 11 director nominees, eight are to be
elected by the holders of our Class A common stock and three are to be elected by the holders of our Class B common stock.

1
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The holders of our Class A common stock are entitled to vote on the election of the Class A common stock directors. The Class A common
stock directors are elected by a plurality of the shares of Class A common stock represented in person or by proxy and entitled to vote on the
election of Class A common stock directors. This means that the eight individuals nominated for election to the Board as Class A common stock
directors who receive the most FOR votes among votes properly cast in person or by proxy will be elected. Each holder of our Class A common
stock is entitled to one vote for each share held. Holders of our Class B common stock do not vote in the election of Class A common stock
directors.

The holders of our Class B common stock are entitled to vote on the election of the Class B common stock directors. The Class B common stock
directors are elected by a plurality of the shares of Class B common stock represented in person or by proxy and entitled to vote on the election
of Class B common stock directors. This means that the three individuals nominated for election to the Board as Class B common stock directors
who receive the most FOR votes among votes properly cast in person or by proxy will be elected. Each holder of our Class B common stock is
entitled to one vote for each share held. Holders of our Class A common stock do not vote in the election of Class B common stock directors.

Only FOR or WITHHELD votes are counted in determining whether a plurality has been cast in favor of a director nominee. Abstentions and
broker non-votes are not counted for purposes of election of directors. If you withhold authority to vote with respect to the election of some or
all of the director nominees for which you are entitled to vote, your shares will not be voted with respect to those nominees indicated. A
WITHHELD vote will have the same effect as a vote against the election of that director nominee under our majority voting policy, which is
described below. Under our Certificate of Incorporation, stockholders do not have cumulative voting rights.

In April 2007, we adopted a majority voting policy for our Class A common stock directors. This policy states that in an uncontested election,
any director nominee who receives a greater number of votes WITHHELD for his or her election than votes FOR such election must offer his
or her resignation to the Board promptly following certification of the stockholder vote. The Corporate Governance and Nominating Committee
is required to recommend to the Board whether such offered resignation should be accepted or rejected. The Board will determine whether to
accept or reject the resignation offer and will promptly disclose its decision-making process and decision regarding an offered resignation in a
document furnished to or filed with the U.S. Securities and Exchange Commission, or the SEC. Please see our Corporate Governance Guidelines
posted in the �Corporate Governance� section of our web site at www.dynegy.com for more information regarding our majority voting policy.

Please read Proposal 1��Election of Directors� below for a discussion of our director nominees and �Corporate Governance�Affirmative
Determinations Regarding Director Independence and Other Matters� below for a discussion of the affirmative independence determinations
made by the Board with respect to such director nominees.

Ratification of Independent Registered Public Accountants.    The holders of our Class A common stock and the holders of our Class B
common stock are entitled to vote together as a single class on the ratification of independent registered public accountants. The affirmative vote
of a majority of the shares of Class A common stock and Class B common stock, represented in person or by proxy and entitled to vote, is
required to ratify the choice of independent registered public accountants. Each holder of our Class A common stock and Class B common stock
is entitled to one vote for each share held. Abstentions and broker non-votes will have the same effect as a vote AGAINST the ratification of
independent registered public accountants.

Approval of Stockholder Proposal.    The holders of our Class A common stock and the holders of our Class B common stock are entitled to
vote together as a single class on the stockholder proposal regarding �pay-for-superior-performance.� The affirmative vote of a majority of the
shares of Class A common stock and Class B common stock, represented in person or by proxy and entitled to vote, is required to approve the
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stockholder proposal. Each holder of our Class A common stock and Class B common stock is entitled to one vote for each share held.
Abstentions and broker non-votes will have the same effect as a vote AGAINST the stockholder proposal. The Board has recommended a vote
AGAINST the stockholder proposal.

Record Date and Outstanding Shares

The Board has fixed the close of business on May 21, 2007 as the record date for determining holders of outstanding shares of Class A common
stock and Class B common stock entitled to notice of and to vote at the annual meeting or any adjournment or postponement of the annual
meeting. As of the record date, there were outstanding 494,650,375 shares of Class A common stock and 340,000,000 shares of Class B
common stock. Class A common stock and Class B common stock are the only classes of outstanding securities entitled to notice of and to vote
at the annual meeting.

Solicitation of Proxies

We will bear the cost of soliciting proxies. Proxies may be solicited by mail or facsimile, or by our directors, officers or employees, without
extra compensation, in person or by telephone. We have retained The Altman Group, Inc. to assist in the solicitation of proxies for a fee of
approximately $15,000 plus out-of-pocket expenses. We will reimburse brokerage houses and other custodians, nominees and fiduciaries for
their reasonable out-of-pocket expenses for forwarding solicitation material to the beneficial owners of our common stock.

Questions concerning the proposals to be acted upon at the annual meeting should be directed to our Secretary at (713) 507-6400. Additional
copies of this proxy statement or the proxy card may be obtained from our Investor Relations Department at our principal executive office. The
mailing address of this office is 1000 Louisiana Street, Suite 5800, Houston, Texas 77002, and the telephone number is (713) 507-6400. For a
period of at least ten days before the annual meeting, a complete list of stockholders entitled to vote at the annual meeting will be available for
inspection during ordinary business hours at our principal executive office by stockholders of record for proper purposes. The list of
stockholders will also be available at the annual meeting and may be inspected by any stockholder who is present.

With respect to shares of our Class A common stock held by 401(k) plans, Fiduciary Counselors Inc. has been appointed to act as the
independent fiduciary responsible for ensuring that procedures are in place to safeguard the confidentiality of your proxy directions to the
Trustee and that those procedures are being followed.

Revocation of Proxies

The enclosed proxy, even though executed and returned, may be revoked at any time prior to the voting of the proxy by:

� Executing and submitting a revised proxy (including a telephone or Internet vote);

� Sending written notice of revocation to our Secretary at the address provided at the beginning of this proxy statement; or

� Voting in person at the annual meeting.
In the absence of a revocation, shares represented by proxies will be voted at the annual meeting.

Voting by Telephone or Internet

Stockholders of record can simplify their voting and reduce our costs by voting their shares by telephone or through the Internet. The telephone
and Internet voting procedures are designed to authenticate stockholders� identities, allow stockholders to vote their shares and confirm that their
instructions have been properly recorded.
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If your shares are held in the name of a bank or broker, the availability of telephone and Internet voting will depend upon the voting processes of
the bank or broker. Accordingly, stockholders should follow the voting instructions on the form they receive from their bank or broker.

Stockholders who elect to vote through the Internet may incur telecommunications and Internet access charges and other costs for which they are
solely responsible. The telephone and Internet voting facilities for stockholders of record will close at 11:59 p.m., Eastern Time, on July 17,
2007. Instructions for voting by telephone or through the Internet are contained on the enclosed proxy card. Voting your shares by telephone or
through the Internet will not affect your right to vote in person if you decide to attend the annual meeting; however, if you attend the annual
meeting and vote using the enclosed proxy card, any votes you cast previously via telephone or the Internet will automatically be revoked and
superseded by the votes reflected on your proxy card.

Voting by Mail

Stockholders who elect to vote by mail are asked to sign, date and return the enclosed proxy card using the postage-paid envelope provided.

Voting of Proxies

The persons named as proxies on the proxy card were designated by the Board. Any proxy given pursuant to this solicitation and received prior
to the annual meeting will be voted as specified in the proxy card. If you return a properly executed proxy card but do not mark any voting
selections, then your proxy will be voted as follows in accordance with the recommendations of the Board: FOR the election of the nominees to
the Board; FOR ratification of the appointment of Ernst & Young LLP as our independent registered public accountants; AGAINST the
stockholder proposal regarding �pay-for-superior-performance;� and in accordance with the judgment of the persons named on the proxy card on
such other matters as may properly come before the annual meeting or any adjournment or postponement of the annual meeting.

Meeting Attendance

Because of limited seating, only stockholders, their proxy holders and our guests may attend the annual meeting. If you plan to attend the annual
meeting, you must be a stockholder of record as of May 21, 2007 or, if you have beneficial ownership of shares of our common stock held by a
bank, brokerage firm or other nominee, you must bring a brokerage statement or other evidence of your beneficial ownership of common stock
as of May 21, 2007 in order to be admitted to the annual meeting.

Incorporation by Reference

To the extent that this proxy statement is incorporated by reference into any other filing by us under the Securities Act of 1933, as amended, or
the Securities Exchange Act of 1934, as amended, or the Exchange Act, the sections of this proxy statement entitled �Compensation and Human
Resources Committee Report� and �Audit and Compliance Committee Report� will not be deemed incorporated unless specifically provided
otherwise in such filing, to the extent permitted by the rules of the SEC. Information contained on or connected to our web site is not
incorporated by reference into this proxy statement and should not be considered part of this proxy statement or any other filing that we make
with the SEC.

Form 10-K

Stockholders may obtain, without charge, a copy of our Annual Report on Form 10-K for the fiscal year ended December 31, 2006, or
our 2006 Form 10-K, as amended, as filed with the SEC. For copies, please contact our Investor Relations Department at our principal
executive office: Dynegy Inc., 1000 Louisiana Street, Suite 5800, Houston, Texas 77002. The 2006 Form 10-K, as amended, is also
available to the public through the SEC�s web site at www.sec.gov and through our web site at www.dynegy.com.
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CORPORATE GOVERNANCE

In April 2007, the Board unanimously adopted new Corporate Governance Guidelines in connection with the closing of the LS Power Merger
and our move to Delaware (please see �Transactions with Related Persons, Promoters and Certain Control Persons�The LS Power Merger� for
more information). The Corporate Governance Guidelines, which were developed and recommended by the Corporate Governance and
Nominating Committee, are posted in the �Corporate Governance� section of our web site at www.dynegy.com and are available upon request to
our Secretary, together with the following documents:

� Amended and Restated Bylaws;

� Code of Business Conduct and Ethics;

� Code of Ethics for Senior Financial Professionals;

� Related Party Transactions Policy;

� Complaint and Reporting Procedures for Accounting and Auditing Matters;

� Policy for Communications with Directors;

� Audit and Compliance Committee Charter;

� Compensation and Human Resources Committee Charter;

� Corporate Governance and Nominating Committee Charter; and

� Performance Review Committee Charter.
Corporate Governance Guidelines

Our Corporate Governance Guidelines govern the qualifications and conduct of the Board. The Corporate Governance Guidelines address,
among other things:

� The independence and other qualifications of our Board members, with respect to which we require that at least 60% of our Board
members be independent of Dynegy and our management;

� The requirement that any Class A common stock director nominee in an uncontested election who receives a greater number of votes
�withheld� for his or her election than votes �for� such election must offer his or her resignation to the Board;

� The regular meetings of our non-management directors;
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� The nomination of persons for election to the Board;

� The evaluation of performance of the Board and its committees;

� Our expectation that our Board members will attend all annual stockholder meetings;

� The Chairman of the Board, or Chairman, and chief executive officer, or CEO, positions;

� The approval of the compensation of the CEO; and

� The review of performance-based compensation of our senior executives following a restatement that impacts the achievement of
performance targets relating to that compensation.

Code of Business Conduct and Ethics

Our Code of Business Conduct and Ethics applies to all of our directors, officers and employees. The key principles of this Code include acting
legally and ethically, notifying appropriate persons upon becoming aware of issues, obtaining confidential advice and dealing fairly with our
stakeholders.
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Code of Ethics for Senior Financial Professionals

Our Code of Ethics for Senior Financial Professionals applies to our CEO, chief financial officer, or CFO, Controller and other designated senior
financial professionals. The key principles of this Code include acting legally and ethically, promoting honest business conduct and providing
timely and meaningful financial disclosures to our stockholders.

Complaint and Reporting Procedures for Accounting and Auditing Matters

Our Complaint and Reporting Procedures for Accounting and Auditing Matters provide for the (i) receipt, retention and treatment of complaints,
reports and concerns regarding accounting, internal accounting controls or auditing matters and (ii) the confidential, anonymous submission of
complaints, reports and concerns by employees regarding questionable accounting or auditing matters, in each case relating to Dynegy.
Complaints may be made through a toll-free �Integrity Helpline� telephone number operated by an independent third-party and a dedicated e-mail
address. Complaints received are logged by the Ethics and Compliance Office, communicated to the chairman of our Audit and Compliance
Committee and investigated, under the supervision of our Audit and Compliance Committee, by our internal audit department or Ethics and
Compliance Office. In accordance with Section 806 of the Sarbanes-Oxley Act of 2002, or SOX, these procedures prohibit us from taking
adverse action against any person submitting a good faith complaint, report or concern.

Policy for Communications with Directors

Our Policy for Communications with Directors provides a medium for stockholders and other interested parties to communicate with the Board.
Under this Policy, which is posted on our web site at www.dynegy.com under �Corporate Governance,� stockholders and other interested parties
may communicate with the Board or specific members of the Board by sending a letter to Dynegy Inc., Communications with Directors, Attn:
Secretary, 1000 Louisiana Street, Suite 5800, Houston, Texas 77002.

Director Attendance at Annual Meeting

As detailed in our Corporate Governance Guidelines, Board members are requested and encouraged to attend the annual meeting. All of the
members of the Board then in office attended last year�s annual meeting held on May 17, 2006.

Separation of Chairman and CEO; Lead Director

As discussed in our Corporate Governance Guidelines, the Board has no firm policy with respect to the separation of the Chairman and CEO
positions. Rather, the Board believes that the interests of our stockholders are best served by a policy that enables the Board to make a
determination regarding its Chairman based on our needs at the time. To that end, the Board has determined that Bruce A. Williamson, our
current Chairman and CEO, will remain the Chairman following the annual meeting, assuming he is re-elected by our stockholders to serve as a
director for another year.

The Board also intends that Patricia A. Hammick will remain Lead Director, assuming she is re-elected by our stockholders to serve as a director
for another year. As Lead Director, Ms. Hammick presides over the regular executive sessions of our non-management directors and has the
other powers and duties described in our Amended and Restated Bylaws, or Bylaws, and Corporate Governance Guidelines, including the power
to serve as a conduit to senior management between Board meetings and to consult with the Chairman regarding Board meeting agendas.

Stock Ownership Guidelines

We have adopted stock ownership guidelines for members of the executive management team and other officers. These guidelines, which were
developed with the assistance of an independent compensation consultant based on comparable guidelines employed by other Fortune 500
companies, support our corporate governance focus and provide further alignment of interests among our executive officers and stockholders.
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The shares counted for purposes of our stock ownership guidelines include: shares owned outright, unvested restricted shares, in-the-money
vested stock options, shares held pursuant to our employee benefits plans and other share-based equivalents that we may use from time to time.
The guidelines are expressed as a multiple of base salary and vary by level as follows:

Chief Executive Officer 5 x annual base salary

President & Chief Operating Officer 4 x annual base salary

Executive Vice President 3 x annual base salary

Senior Vice President 2.25 x annual base salary

Vice President 1 x annual base salary
There is a mandatory five-year compliance period, and executives are encouraged to accumulate 1/5 of their holding requirement during each
year of the five-year period. The Corporate Governance and Nominating Committee will monitor each executive�s progress toward the required
ownership level on an annual basis. At the end of the five-year period, if any executive fails to attain the required level of stock ownership,
action may be taken, including awarding annual incentive cash bonuses in the form of restricted shares or requiring an executive to refrain from
disposing of any vested shares and shares realized from an option exercise.

Affirmative Determinations Regarding Director Independence and Other Matters

The Board previously determined that each of the following directors who served in 2006, as well as the nominees proposed to be elected at the
annual meeting, were or are, as the case may be, �independent� as such term is defined in the NYSE Listed Company Standards:

Charles E. Bayless

David W. Biegler

Linda Walker Bynoe

Thomas D. Clark, Jr.

Barry J. Galt

Victor E. Grijalva

Patricia A. Hammick

George L. Mazanec

Robert C. Oelkers

Joe J. Stewart

William L. Trubeck

The Board has also determined that each member of the Audit and Compliance Committee, the Compensation and Human Resources Committee
and the Corporate Governance and Nominating Committee meets the independence requirements applicable to those committees prescribed by
the NYSE and the SEC. The Board has further determined that more than one of the members of the Audit and Compliance Committee,
including its current Chairman William L. Trubeck, are �audit committee financial experts� as such term is defined in Item 407(d) of Regulation
S-K promulgated by the SEC.

With the assistance of legal counsel to Dynegy, the Corporate Governance and Nominating Committee reviewed the answers to annual
questionnaires completed by the directors as well as the above-described legal standards for Board and committee member independence and the
criteria applied to determine �audit committee financial expert� status. On the basis of this review, the Corporate Governance and Nominating
Committee made its recommendation to the full Board and the Board made its independence and �audit committee financial expert�
determinations after consideration of the Corporate Governance and Nominating Committee�s recommendation and a review of the materials
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Director Nomination Process

Our director nominees are approved by the Board after considering the recommendation of the Corporate Governance and Nominating
Committee. A copy of the Corporate Governance and Nominating Committee�s charter is available in the �Corporate Governance� section of our
web site at www.dynegy.com.

Under our Certificate of Incorporation, our Board consists of 11 members. Up to three seats on the Board are filled by Class B common stock
directors, which directors are elected by the holders of the outstanding shares of our Class B common stock, and the remaining seats are filled by
Class A common stock directors, which directors are elected by the holders of the outstanding shares of our Class A common stock. With
respect to nominations for Class B common stock directors, our Certificate of Incorporation provides that the Board will nominate such
individuals as may be specified by a majority vote of the then existing Class B common stock directors or, if there are no such directors, by
holders of a majority of the Class B common stock. The three Class B common stock director nominees set forth in this proxy statement were
specified by the unanimous vote of the current Class B common stock directors.

The Corporate Governance and Nominating Committee identifies nominees for Class A common stock directors in various ways. The committee
considers the current directors that have expressed interest in and that continue to satisfy the criteria for serving on the Board as set forth in our
Corporate Governance Guidelines. Other nominees that may be proposed by current directors or members of management or by stockholders are
also considered. From time to time, the committee engages a professional firm to identify and evaluate potential director nominees.

All director nominees, whether put forth by a stockholder or otherwise, are evaluated in accordance with the qualifications set forth in our
Corporate Governance Guidelines. These guidelines require that directors possess the highest personal and professional ethics, integrity and
values and be committed to representing the long-term interests of our stockholders at large. They must also have an inquisitive and objective
perspective, practical wisdom, mature judgment and sufficient personal resources such that any director compensation to be received from
Dynegy would not be sufficiently meaningful to impact their judgment in reviewing matters coming before the Board. Finally, they must be able
to work compatibly with the other members of the Board and otherwise have the experience and skills necessary to enable them to serve as
productive members of the Board. Directors also must be willing to devote sufficient time to carrying out their fiduciary duties and other
responsibilities effectively and should be committed to serve on the Board for an extended period of time. For additional information, please
read our Corporate Governance Guidelines.

All of the director nominees set forth in this proxy statement and the accompanying proxy card are current directors standing for re-election.

For purposes of the 2008 annual meeting, the Corporate Governance and Nominating Committee will consider any Class A common stock
director nominations received by the Secretary from a stockholder of record by the close of business on April 18, 2008, but not before the close
of business on March 20, 2008. See �Future Stockholder Proposals� below for more information. Any such nomination must be accompanied in
writing by all information relating to such person that is required under the federal securities laws, including such person�s written consent to be
named in the proxy statement as a nominee and to serve as a director if elected. The nominating stockholder must also submit its name and
address, as well as that of the beneficial owner if applicable, and the class and number of shares of our common stock that are owned
beneficially and of record by such stockholder and such beneficial owner. Finally, the nominating stockholder must discuss the nominee�s
qualifications to serve as a director as described in our Corporate Governance Guidelines.
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REFERENCES TO DYNEGY

Unless otherwise indicated, references to �Dynegy,� �we,� �our,� and �us� in the biographical and compensation information for directors and executive
officers below refers to Board membership, employment and compensation with respect to Dynegy and, before April 2, 2007, with respect to
Dynegy Illinois Inc. (formerly Dynegy Inc.), an Illinois corporation and our wholly owned subsidiary, or Dynegy Illinois. As of April 2, 2007,
following the completion of the transactions described under �Transactions With Related Persons, Promoters and Certain Control Persons�The LS
Power Merger,� Dynegy Illinois became our wholly owned subsidiary. Please see �Transactions With Related Persons, Promoters and Certain
Control Persons�The LS Power Merger� for more information.
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PROPOSAL 1

ELECTION OF DIRECTORS

Class A Common Stock Directors

Eight Class A common stock directors are to be elected at the annual meeting by the holders of Class A common stock to serve one-year terms.
The Class A common stock directors are elected by a plurality of the shares of Class A common stock represented in person or by proxy and
entitled to vote on the election of Class A common stock directors. This means that the eight individuals nominated for election to the Board as
Class A common stock directors who receive the most FOR votes among votes properly cast in person or by proxy will be elected. Only FOR
or WITHHELD votes are counted in determining whether a plurality has been cast in favor of a Class A common stock director nominee. If you
withhold authority to vote with respect to the election of some or all of the Class A common stock director nominees, your shares will not be
voted with respect to those nominees indicated. Under our majority voting policy, in an uncontested election, any director nominee who receives
a greater number of votes WITHHELD for his or her election than votes FOR such election must offer his or her resignation to Board promptly
following certification of the stockholder vote. Abstentions and broker non-votes are not counted for purposes of election of directors.

Unless you withhold authority to vote or instruct otherwise, a properly executed proxy will be voted FOR the election of the nominees listed
below as the proxies may determine. Although the Board does not contemplate that any of the nominees will be unable to serve, if such a
situation arises prior to the annual meeting, the persons appointed in the enclosed proxy card will vote for the election of such other persons that
may be nominated by the Board.

Class B Common Stock Directors

Three Class B common stock directors are to be elected at the annual meeting by the holders of our Class B common stock to serve one-year
terms. The Class B common stock directors are elected by a plurality of the shares of Class B common stock represented in person or by proxy
and entitled to vote on the election of Class B common stock directors. This means that the three individuals nominated for election to the Board
as Class B common stock directors who receive the most FOR votes among votes properly cast in person or by proxy will be elected. Only FOR
or WITHHELD votes are counted in determining whether a plurality has been cast in favor of a Class B common stock director nominee. If you
withhold authority to vote with respect to the election of some or all of the Class B common stock director nominees, your shares will not be
voted with respect to those nominees indicated. Abstentions and broker non-votes are not counted for purposes of election of directors.

Unless you withhold authority to vote or instruct otherwise, a properly executed proxy will be voted FOR the election of the nominees listed
below as the proxies may determine.
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Information on Director Nominees

All of the nominees for Class A common stock director and all of the nominees for Class B common stock director are currently directors of
Dynegy. The following table sets forth information regarding the names, ages and principal occupations of the director nominees, other
directorships held by them in public companies and the length of their service as a director of Dynegy.

Director Nominees Principal Occupation and Directorships

Age as of
March 31,

2007
Director

Since
Class A Common Stock Directors

Bruce A. Williamson Chairman and CEO of Dynegy; Director of Questar Corporation 47 2002

David W. Biegler Chairman of Estrella Energy, L.P.; Director of Trinity Industries,
Inc., Southwest Airlines Co., Austin Industries, Inc. and Animal
Health International, Inc. 60 2003

Thomas D. Clark, Jr. President of Strategy Associates; Director of Endeavour
International 66 2003

Victor E. Grijalva Former Vice Chairman of Schlumberger Ltd., Former Chairman of
Hanover Compressor Company and Former Chairman of
Transocean, Inc.; Director of Hanover Compressor Company and
Transocean, Inc. 68 2006

Patricia A. Hammick Former Senior Vice President, Strategy and Communications of
Columbia Energy Group; Director of Consol Energy, Inc. and
SNC-Lavalin Group Inc. 60 2003

George L. Mazanec Retired Advisor to the Chief Operating Officer of Duke Energy
Corporation and Former Vice Chairman of PanEnergy Corporation;
Director of National Fuel Gas Company, TexasBank and AEGIS
Insurance Services, Inc. 70 2004

Robert C. Oelkers Retired Vice President and Comptroller of Texaco Inc. 62 2002

William L. Trubeck Executive Vice President and Chief Financial Officer of H&R
Block, Inc.; Director of YRC Worldwide and Ceridian Corporation 60 2003

Director Nominees Principal Occupation and Directorships

Age as of
March 31,

2007
Director

Since
Class B Common Stock Directors

Mikhail Segal Chairman and Chief Executive Officer of the LS Power Group 56 2007

Frank E. Hardenbergh Vice Chairman of the LS Power Group 63 2007

James T. Bartlett President of LS Power Equity Advisors, L.P. 39 2007
Set forth below is additional biographical information with respect to our director nominees.

Bruce A. Williamson has served as CEO and as a director of Dynegy since October 2002 and as Chairman of the Board of Dynegy since May
2004. Prior to joining Dynegy, Mr. Williamson served in various capacities with Duke Energy and its affiliates, most recently serving as
President and Chief Executive Officer of Duke Energy
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Global Markets. In this capacity, he was responsible for all Duke Energy business units with global commodities and international business
positions. Mr. Williamson joined PanEnergy Corporation in June 1995, which then merged with Duke Power in June 1997. Prior to the
Duke-PanEnergy merger, he served as PanEnergy�s Vice President of Finance. Before joining PanEnergy, he held positions of increasing
responsibility at Shell Oil Company, advancing over a 14-year period to Assistant Treasurer. He currently serves as a director of Questar
Corporation.

David W. Biegler was elected to the Board in April 2003. He has served as Chairman of Estrella Energy, L.P., which was formed to engage in
the acquisition, construction and management of natural gas industry assets, since August 2003. Mr. Biegler retired at the end of 2001 as Vice
Chairman of TXU Corporation, when it engaged in power generation and energy marketing and provided electric and natural gas utility services
and other energy-related services. He also served as President and Chief Operating Officer of TXU Corporation from 1997 to December 2001.
From 1993 to 1997, he served as Chairman, President and Chief Executive Officer of ENSERCH Corp. He currently serves as a director of
Trinity Industries, Inc., Southwest Airlines Co., Austin Industries, Inc. and Animal Health International, Inc.

Thomas D. Clark, Jr. was elected to the Board in July 2003. Since 2006, Mr. Clark has been the President of Strategy Associates, a consulting
firm specializing in strategy development, strategic planning assistance, corporate governance policy and corporate analysis. Mr. Clark
previously served as Dean of the E.J. Ourso College of Business Administration and Ourso Distinguished Professor of Business from 1995 to
2003, and served as the Edward G. Schlieder Distinguished Chair of Information Science and Director of the DECIDE Board Room at Louisiana
State University from 2003 to 2006. Prior to these positions, he was Chairman of Information and Management Sciences at Florida State
University and Director of the Information Systems Research Center from 1984 to 1995. He was the Gage Crocker Outstanding Professor at the
Air Force Institute of Technology where he served in the School of Engineering from 1977 to 1984. Mr. Clark is also a director of Endeavour
International (AMEX) and serves on the boards of several community organizations and two privately-held companies.

Victor E. Grijalva was elected to the Board in May 2006. He has served as a director of Hanover Compressor Company since 2002 and formerly
served as Chairman of Hanover�s Board from 2002 to 2005. From August 2 to August 19, 2002, Mr. Grijalva served as interim President and
Chief Executive Officer of Hanover. Mr. Grijalva is the retired Vice Chairman of Schlumberger Limited, a supplier of technology, project
management and information solutions to the oil and gas industry. Before serving as Vice Chairman, he served as Executive Vice President of
Schlumberger�s Oilfield Services division from 1994 to January 1999 and as Executive Vice President of Schlumberger�s Wireline, Testing and
Anadrill division from 1992 to 1994. He retired from Schlumberger in December 2001. Mr. Grijalva is also a director of Transocean, Inc., where
he served as Chairman of the Board from 1999 to 2002.

Patricia A. Hammick was elected to the Board in April 2003 and was appointed Lead Director in May 2004. She was an adjunct professor at
George Washington University from 2002 to 2003. Ms. Hammick served as Senior Vice President, Strategy and Communications and a member
of the management committee of Columbia Energy Group from 1998 through 2000 and was Vice President, Corporate Strategic Planning, for
Columbia Energy Group from 1997 through 1998. From 1983 to 1996, she served as the Chief Operations Officer for the National Gas Supply
Association in Washington, D.C., and held a management position with Gulf Oil Exploration and Production Company from 1979 through 1983.
Prior to 1979, Ms. Hammick worked for the American Petroleum Institute, the Center for Naval Analysis and the Naval Weapons Center. She
currently serves as a director of Consol Energy, Inc. and SNC-Lavalin Group, Inc.

George L. Mazanec was elected to the Board in May 2004. He has served as a member of the board of directors of National Fuel Gas Company,
a diversified energy company, since October 1996. Mr. Mazanec was Advisor to the Chief Operating Officer of Duke Energy Corporation from
August 1997 to 2000, and Vice Chairman of PanEnergy Corporation from 1989 until October 1996. Mr. Mazanec is the former Chairman of the
Management Committee of Maritimes & Northeast Pipeline, L.L.C. and currently serves as a director of the TexasBank (advisory committee),
National Fuel Gas Company and AEGIS Insurance Services, Inc. He has also served as a Member of the Board of Trustees of DePauw
University since 1996.
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Robert C. Oelkers was elected to the Board in August 2002. He served as President of Texaco International Trader Inc. from April 1999 until his
retirement in October 2001. Mr. Oelkers served as Vice President and Comptroller of Texaco Inc. from April 1994 until March 1999.
Mr. Oelkers was employed by Texaco Inc. from 1966 until his retirement. Mr. Oelkers also served as a member of the Financial Accounting
Standards Board�s Advisory Committee from 1997 through 2000.

William L. Trubeck was elected to the Board in April 2003. He has served as Executive Vice President and Chief Financial Officer of H&R
Block, Inc. since October 2004. He previously served Waste Management as Executive Vice President of its Western Group from April 2003
until July 2004, Executive Vice President, Operations Support, and Chief Administrative Officer from May 2002 until April 2003 and Executive
Vice President and Chief Financial Officer from March 2001 until April 2002. He was Senior Vice President�Finance and Chief Financial Officer
of International Multifoods, Inc. from March 1997 until March 2000, and President, Latin American Operations of International Multifoods, Inc.
from May 1998 until March 2000. He has served as a director of YRC Worldwide since 1994 and as Chairman of its audit committee since April
2002. He also currently serves as a director for Ceridian Corporation.

Mikhail Segal was appointed to the Board in April 2007 following the completion of the transactions described under �Transactions With Related
Persons, Promoters and Certain Control Persons�The LS Power Merger.� Mr. Segal has served as Chairman and Chief Executive Officer of the LS
Power Group since 1990. Mr. Segal has over 32 years of experience in the power industry. Prior to co-founding the LS Power Group, Mr. Segal
served as co-head of Commercial Union Energy Corporation, where he was responsible for managing the Commercial Union Energy Limited
Partnership, a partnership focused on investing in power generation projects. Mr. Segal was previously President of The Energy Systems
Company, a private developer of cogeneration projects, and held various positions, including General Manager of Power Generation and
Systems Planning, with LEMCO Engineers, Inc., or LEMCO, an electrical engineering and consulting firm. Prior to LEMCO, Mr. Segal worked
for the Department of Energy in the former Soviet Union.

Frank E. Hardenbergh was appointed to the Board in April 2007 following the completion of the transactions described under �Transactions
With Related Persons, Promoters and Certain Control Persons�The LS Power Merger.� Mr. Hardenbergh, Vice Chairman of the LS Power Group,
joined the LS Power Group in 1993 and has over 20 years of experience in the power industry. From January 2001 to May 2005, he served as
Executive Vice President and Chief Operating Officer of the LS Power Group. He has served as Vice Chairman of the LS Power Group since
May 2005. Prior to joining the LS Power Group, Mr. Hardenbergh served as Senior Vice President, General Counsel and member of the
Management Committee of the Commercial Union Capital Group, a private boutique merchant bank that included Commercial Union Energy
Corporation and the Commercial Union Energy Limited Partnership. Mr. Hardenbergh was previously Associate General Counsel of the
Commercial Union Insurance Companies, the parent company to Commercial Union Capital Group. Prior to joining the Commercial Union
Insurance Companies, Mr. Hardenbergh was an Associate with Peabody & Arnold LLP.

James T. Bartlett was appointed to the Board in April 2007 following the completion of the transactions described under �Transactions With
Related Persons, Promoters and Certain Control Persons�The LS Power Merger.� He has served as President of LS Power Equity Advisors, L.P.,
since 2005 and has 17 years of experience in the power industry. Prior to joining the LS Power Group in March 2005, Mr. Bartlett held various
positions in the Energy Investment Banking Group at Credit Suisse, where he focused on M&A and financing transactions in the power
generation sector. Mr. Bartlett joined Credit Suisse in 1992 and was named Managing Director in 2001. Previously, Mr. Bartlett was an
Associate at Kendall Capital Partners and an Analyst at Drexel Burnham Lambert.

The Board unanimously recommends that stockholders vote FOR the election of these director nominees to the Board.
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Directors� Meetings and Committees of the Board

During 2006, our Board held 14 meetings. Each director attended at least 75% of the aggregate of the total number of meetings of the Board and
the total number of meetings held by all committees on which he or she served during the period for which he or she has been a director. Under
our Corporate Governance Guidelines, directors who are not members of a particular committee are entitled to attend meetings of each such
committee.

We dissolved two committees of the Board, the Executive Committee and the Risk, Environment and Operations Committee, in May 2006. We
also formed the Performance Review Committee in April 2007 to review commercial, operating and environmental health and safety
performance relative to our power industry peers and to develop and recommend strategies to maximize shareholder value. In addition, after the
2006 annual meeting, we changed the composition of some of the remaining committees of the Board. We have provided the information below
regarding committee members and the number of meetings held in 2006 in two separate tables to reflect these composition changes.

The following table reflects the members of each of the committees of the Board and the number of meetings held in 2006 before the annual
meeting.

Audit &
Compliance

Compensation &
Human Resources

Corporate
Governance &

Nominating Executive(1)

Risk,
Environment and

Operations(1)
Bruce A. Williamson CHAIR
Charles E. Bayless X X
David W. Biegler X X
Linda Walker Bynoe X X
Thomas D. Clark, Jr. X CHAIR X
Barry J. Galt CHAIR X X
Patricia A. Hammick X
George L. Mazanec X X
Robert C. Oelkers(2) CHAIR X X
Joe J. Stewart X X CHAIR
William L. Trubeck X X
Howard B. Sheppard X
Raymond I. Wilcox(3) X
Number of Meetings from January 1,
2006 through May 17, 2006 6 4 3 0 1

(1) Committee dissolved following the 2006 annual meeting.
(2) Audit Committee Financial Expert.
(3) Mr. Wilcox retired from the Board on March 8, 2006 and Ms. Roberts was designated to take his place on the Board and on the Risk,

Environment & Operations Committee.
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The following table reflects the members of each of the committees of the Board and the number of meetings held in 2006 following the annual
meeting.

Audit &
Compliance

Compensation &
Human Resources

Corporate
Governance &

Nominating
David W. Biegler CHAIR X
Thomas D. Clark, Jr. X CHAIR
Victor E. Grijalva X X
Patricia A. Hammick
George L. Mazanec X X
Robert C. Oelkers(1) CHAIR X
William L. Trubeck X X
Number of Meetings following May 17, 2006 5 2 2

(1) Audit Committee Financial Expert.
The Board has the following committees:

Audit and Compliance Committee.    The Audit and Compliance Committee, which currently is comprised of Messrs. Trubeck (Chairman),
Grijalva, Mazanec and Oelkers, met a total of 11 times during 2006. Each member of the Audit and Compliance Committee is independent as
defined in the NYSE Listed Company Standards. The Audit and Compliance Committee assists the Board in its oversight of the integrity of our
financial statements, our compliance with legal and regulatory requirements and our Code of Business Conduct and Ethics, our independent
auditors� qualifications and independence, the performance of our internal audit function and the independent auditors and the performance of our
risk assessment and risk management policies. Please read �Audit and Compliance Committee Report� for a discussion of the Audit and
Compliance Committee�s review of our 2006 audited financial statements.

Compensation and Human Resources Committee.    The Compensation and Human Resources Committee, which currently is comprised of
Messrs. Biegler (Chairman), Clark, Mazanec and Trubeck, met a total of six times during 2006. Each member of the Compensation and Human
Resources Committee is independent as defined in the NYSE Listed Company Standards. The purpose of the Compensation and Human
Resources Committee is to assist our Board in fulfilling the Board�s oversight responsibilities on matters relating to executive compensation,
oversee our overall compensation strategy, administer our equity-based compensation plans, prepare the annual Compensation and Human
Resources Committee report required by the rules of the SEC and review and discuss with our management the Compensation Discussion and
Analysis to be included in our annual proxy statement to stockholders. The Compensation and Human Resources Committee does not assist the
Board with respect to director compensation, which is the responsibility of the Corporate Governance and Nominating Committee. For more
information regarding the role and scope of authority of the Compensation and Human Resources Committee in determining executive
compensation, please read �Compensation Discussion and Analysis� below.

The Compensation and Human Resources Committee may delegate specific responsibilities to one or more subcommittees to the extent
permitted by law, NYSE listing standards and our governing documents. As such, the Compensation and Human Resources Committee is
responsible for pre-approving all services performed by any independent compensation consultant in order to assure that the provision of such
services does not impair the consultant�s independence. As a result, the Compensation and Human Resources Committee has established a policy
requiring its pre-approval of the annual executive compensation services, engagement terms and fees. The policy requires that requests to
provide services requiring pre-approval by the Compensation and Human Resources Committee or Chair will be submitted to the Committee or
Chair by both the independent compensation consultant and our Vice President of Human Resources and must include a joint statement as to
whether in their view, the request or application is consistent with maintaining the consultant�s independence.
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Further, under the policy, the Compensation and Human Resources Committee delegates to its Chair the authority to pre-approve any services
(other than annual engagement services) if necessary or appropriate between scheduled meetings; provided, however, that the Chair will cause
any such pre-approvals to be reported to the Compensation and Human Resources Committee at the next regularly scheduled meeting. For a
discussion of the role of the independent compensation consultant retained by the Compensation and Human Resources Committee in
recommending executive compensation and the participation of our CEO in the review of the compensation of other executives that report to the
CEO, please read �Compensation Discussion and Analysis� below.

Corporate Governance and Nominating Committee.    The Corporate Governance and Nominating Committee, which currently is comprised of
Messrs. Clark (Chairman), Grijalva, Mazanec and Oelkers, met a total of five times during 2006. Each member of the Corporate Governance and
Nominating Committee is independent as defined in the NYSE Listed Company Standards. The Corporate Governance and Nominating
Committee is responsible for identifying director nominees, developing and reviewing our Corporate Governance Guidelines and overseeing the
evaluation of the Board and management.

Performance Review Committee.    The Performance Review Committee, which currently is comprised of Messrs. Segal (Chairman), Biegler,
Grijalva and Oelkers, was formed in April 2007. The Performance Review Committee is responsible for reviewing our overall commercial and
operating performance relative to our power industry competitors, the external market structure and our internal capabilities, reviewing our
environmental, health and safety performance, developing and recommending to our management opportunities to maximize value for our
stockholders, and assessing, with management, our execution of value-enhancing opportunities.

Executive Committee.    The Executive Committee, which was comprised of Messrs. Williamson (Chairman), Clark, Galt, Oelkers, Sheppard
and Stewart and Ms. Hammick, did not hold any meetings in 2006 before it was dissolved following the 2006 annual meeting. The Executive
Committee was comprised of the Chairman and/or Lead Director, the CEO, the Committee Chairpersons and one Class B common stock
director. This committee had the authority to review certain matters below the approval threshold for the full Board and was principally
responsible for reviewing policies and programs designed to create a strong corporate image and for advising the Board on significant public
affairs.

Risk, Environment and Operations Committee.    The Risk, Environment and Operations Committee, which was comprised of Messrs. Stewart
(Chairman), Mazanec, Oelkers and Trubeck and Ms. Roberts following the retirement of Mr. Wilcox, met one time during 2006 before it was
dissolved following the 2006 annual meeting. The Risk, Environment and Operations Committee was responsible for reviewing our
environmental and occupational health and safety programs and policies and our compliance with these programs and policies, reviewing our
loss prevention policies and risk management programs, including our insurance coverage, and monitoring the operational performance trends of
our major operating segments. These duties and responsibilities formerly handled by the Risk, Environment and Operations Committee were
assumed by the full Board after the 2006 annual meeting.
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DIRECTOR COMPENSATION

Director Compensation for 2006

The following table sets forth certain information regarding the compensation earned by or awarded to each non-employee Class A common
stock director who served on our Board in 2006. Directors who are also employees of Dynegy and the Class B common stock directors are not
compensated for their services.

Name

Fees Earned
or Paid in

Cash
Stock

Awards(1)
Option

Awards(2)

Non-Equity
Incentive Plan

Compensation(2)

Change in
Pension
Value
and

Nonqualified
Deferred

Compensation
Earnings(3)

All Other
Compensation(4) Total

Charles E. Bayless(5)(6) $ 33,875 $ 16,500 �  �  $ 68,293 $ 10,875 $ 129,543

David W. Biegler $ 99,313 $ 77,082 �  �  $ 96,966 $ �  $ 273,361

Linda Walker Bynoe(5)(6) $ 47,750 $ 16,500 �  �  $ 55,392 $ �  $ 119,642

Thomas D. Clark, Jr. $ �  $ 77,082 �  �  $ 119,203 $ 101,500 $ 297,785

Barry J. Galt(5) $ 65,750 $ �  �  �  $ �  $ �  $ 65,750

Victor E. Grijalva $ 59,375 $ 44,530 �  �  $ 7,093 $ �  $ 110,998

Patricia A. Hammick(7) $ 106,200 $ 77,082 �  �  $ 114,631 $ 11,800 $ 309,713

George L. Mazanec $ 98,563 $ 77,082 �  �  $ 65,556 $ �  $ 241,201

Robert C. Oelkers $ 117,000 $ 77,082 �  �  $ 107,112 $ �  $ 301,194

Joe J. Stewart(5) $ 73,750 $ �  �  �  $ �  $ �  $ 73,750

William L. Trubeck $ 46,781 $ 77,082 �  �  $ 104,046 $ 46,781 $ 274,690

(1) Directors receive annual phantom stock grants pursuant to the Dynegy Inc. Deferred Compensation Plan for Certain Directors. Upon
termination of service as a director the shares become payable, at the director�s discretion, in cash or Class A common stock. The values
shown under �Stock Awards� reflect the marked to market dollar value of our Class A common stock as of December 31, 2006, calculated in
accordance with Statement of Financial Accounting Standards, or FAS, No. 123R, and thus includes amounts from awards granted in and
prior to 2006. As of December 31, 2006, each director had the following aggregate number of shares of phantom stock outstanding: Messrs.
Biegler and Trubeck and Ms. Hammick�43,370; Mr. Clark�40,394; Mr. Grijalva�6,151; Mr. Mazanec�30,844; and Mr. Oelkers�48,159. The
aggregate grant date fair value of all stock awards awarded to each director in 2006 is as follows: Ms. Bynoe and Mr. Bayless�$15,000;
Mr. Grijalva�$37,500; Ms. Hammick and Messrs. Biegler, Clark, Mazanec, Oelkers and Trubeck�$60,000; and Messrs. Galt and Stewart did
not receive any stock awards in 2006.

(2) No annual stock option grants or non-equity incentive plan compensation payments were made as compensation for director
services in 2006 or are contemplated under our current compensation structure. At the end of the 2006, the following directors had
the following aggregate number of options to purchase Class A common stock: Messrs. Galt and Oelkers and Ms. Bynoe�6,000;
Messrs. Bayless and Stewart�22,000.

(3) The amounts shown in �Change in Pension Value and Nonqualified Deferred Compensation Earnings� represent dividends/capital gains or
unrealized gains/losses on deferrals of fees and stock awards in the Dynegy Inc. Deferred Compensation Plan for Certain Directors, which
includes investments in Class A common stock and various investment funds.

(4) The amounts shown as �All Other Compensation� for Messrs. Bayless, Clark and Trubeck and Ms. Hammick represent a voluntary cash
deferral at each director�s election into Class A common stock or various investment funds which are payable upon termination in cash.

(5) Messrs. Bayless, Galt and Stewart and Ms. Bynoe retired from the Board after the 2006 annual meeting. The compensation information for
each of them included in the table is only for the period during which they served as directors in 2006.

(6) Mr. Bayless and Ms. Bynoe elected to receive lump sum cash payments for their respective shares of phantom stock upon their retirement
from the Board in May 2006. As a result of such election, Mr. Bayless received a lump sum of $264,518 for both his mandatory and
voluntary deferrals and Ms. Bynoe received a lump sum of $214,566 for her mandatory deferral.

(7) Lead Director.
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Non-employee Class A common stock directors receive annual phantom stock grants with an aggregate value of $60,000, increased to $70,000
per year effective April 2, 2007, awarded quarterly in arrears based on the closing price of our Class A common stock on the last trading day of
the quarter. Upon termination of one�s service as a director, the shares of phantom stock become payable, at the director�s election, in a lump sum
payment or in monthly, quarterly or annual installment payments following such termination. The shares of phantom stock are payable in cash or
in shares of Class A common stock, at the election of the director.

In addition to the phantom stock grants, the non-employee Class A common stock directors receive the following compensation, which is
payable in cash and may be deferred, in whole or in part, in one or more investment options, including phantom stock units, at a particular
director�s election:

� An annual retainer of $50,000 per year;

� A fee of $2,000 for each Board meeting attended;

� A fee of $1,000 for each committee meeting attended;

� An additional annual retainer of $40,000 per year for the Lead Director, decreased to $30,000 per year effective April 2, 2007;

� Fees for each committee chairperson per year: Audit and Compliance Committee�$30,000, decreased to $20,000 per year effective
April 2, 2007; Compensation and Human Resources Committee�$15,000, decreased to $10,000 per year effective April 2, 2007;
Corporate Governance and Nominating Committee�$10,000; Risk, Environment and Operations Committee�$10,000 (committee
dissolved following the 2006 annual meeting);

� An annual retainer of $5,000 and $2,500 per year for members of the Audit and Compliance Committee and the Compensation and
Human Resources Committee, respectively; and

� Reimbursement for reasonable out-of-pocket expenses incurred in connection with travel to and from, and attendance at, meetings of
the Board or its committees and related activities, including director education courses and materials.

Certain Transactions and Other Matters

For a description of certain transactions with management and others, certain business relationships and compliance with Section 16(a) of the
Exchange Act, see �Executive Compensation�Potential Payments Upon Termination or Change in Control,� �Transactions with Related Persons,
Promoters and Certain Control Persons� and �Section 16(a) Beneficial Ownership Reporting Compliance.�
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information regarding beneficial ownership of our capital stock as of May 21, 2007, except as otherwise
noted, by (i) each person who we know, based on filings with the SEC, owns beneficially 5% or more of our Class A common stock or Class B
common stock, (ii) each director and director nominee, (iii) each executive officer named in the Summary Compensation Table set forth below
and (iv) all current directors and executive officers as a group. Share amounts and percentages shown for each individual or group in the table
are adjusted to give effect to the exercise of all options exercisable by such individual or group within 60 days of May 21, 2007, regardless of
whether such options are currently in the money.

Number of Shares(1)
Percent of

Class A
Common
Stock(2)

Percent of
Class B

Common
Stock(2)

Percent of
Total

Outstanding
Common
Stock(2)

Class A
Common

Stock

Class B
Common

Stock
LS Power Associates, L.P.(3) �  48,842,270 * 14.4% 5.8%

LS Power Equity Partners, L.P.(3) �  175,117,329 * 51.5% 20.9%

LS Power Partners, L.P.(3) �  5,686,822 * 1.7% *

LS Power Equity Partners PIE I, L.P.(3) �  106,186,603 * 31.2% 12.7%

LSP Gen Investors, L.P.(3) �  4,166,976 * 1.2% *

Chevron Corporation(4) 96,891,014 �  19.5% * 11.6%

Bruce A. Williamson(5)(12) 2,895,196 �  * * *

Stephen A. Furbacher(6)(12) 987,744 �  * * *

Holli C. Nichols(7)(12) 298,967 �  * * *

J. Kevin Blodgett(8)(12) 246,450 �  * * *

Lynn Lednicky(9)(12) 420,712 �  * * *

David W. Biegler(10)(12) 54,990 �  * * *

Thomas D. Clark, Jr.(10)(12) 55,514 �  * * *

Victor E. Grijalva(10)(12) 22,771 �  * * *

Patricia A. Hammick(10)(12) 69,990 �  * * *

George L. Mazanec(10)(12) 48,464 �  * * *

Robert C. Oelkers(10)(12) 61,111 �  * * *

William L. Trubeck(10)(12) 54,990 �  * * *

Mikhail Segal(11)(12) �  340,000,000 * 100% 40.6%

Frank Hardenbergh(11)(12) �  340,000,000 * 100% 40.6%

James Bartlett(11)(12) �  340,000,000 * 100% 40.6%

Current Executive Officers and Directors as a Group
(16 persons)(5)�(12) 5,258,265 340,000,000 1.1% 100% 41.2%

 * Less than 1%.
(1) Unless otherwise noted, each person or entity listed has sole voting and investment power with respect to the shares reported.
(2) Based upon 494,650,375 shares of Class A common stock and 340,000,000 shares of Class B common stock issued and outstanding at

May 21, 2007.
(3) All outstanding shares of our Class B common stock are held of record by the LS Entities. The address for all LS Entities is c/o LS

Power, 1700 Broadway, New York, NY 10019.
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(4) According to a Form 3 filed on April 10, 2007 with the SEC by Chevron Corporation. The address for Chevron is 6001 Bollinger Canyon
Road, Bldg. A4, San Ramon, CA 94583.

(5) Amount shown includes 1,887,248 shares of Class A common stock issuable upon the exercise of employee stock options held by
Mr. Williamson and 165,461 shares of restricted Class A common stock which vest on April 2, 2010. Amount shown also includes
approximately 10,977 shares of Class A common stock held by the Trustee of the Dynegy Inc. 401(k) Savings Plan, or the 401(k) Plan,
for the account of Mr. Williamson, based on the market value of units held by Mr. Williamson in the 401(k) Plan�s Dynegy stock fund
divided by the closing price of our Class A common stock as of May 21, 2007.

(6) Amount shown includes 843,597 shares of Class A common stock issuable upon the exercise of employee stock options held by
Mr. Furbacher and 43,434 shares of restricted Class A common stock which vest on April 2, 2010. Amount shown also includes 13,800
shares of Class A common stock held in an IRA for Mr. Furbacher�s benefit, as well as approximately 15,278 shares of Class A common
stock held by the Trustee of the 401(k) Plan for the account of Mr. Furbacher, based on the market value of units held by Mr. Furbacher
in the 401(k) Plan�s Dynegy stock fund divided by the closing price of our Class A common stock as of May 21, 2007.

(7) Amount shown includes 223,124 shares of Class A common stock issuable upon the exercise of employee stock options held by
Ms. Nichols and 36,195 shares of restricted Class A common stock which vest on April 2, 2010. Amount shown also includes
approximately 11,294 shares of Class A common stock held by the Trustee of the 401(k) Plan for the account of Ms. Nichols, based on
the market value of units held by Ms. Nichols in the 401(k) Plan�s Dynegy stock fund divided by the closing price of our Class A common
stock as of May 21, 2007.

(8) Amount shown includes 181,090 shares of Class A common stock issuable upon the exercise of employee stock options held by
Mr. Blodgett and 31,024 shares of restricted Class A common stock which vest on April 2, 2010. Amount shown also includes
approximately 6,704 shares of Class A common stock held by the Trustee of the 401(k) Plan for the account of Mr. Blodgett, based on
the market value of units held by Mr. Blodgett in the 401(k) Plan�s Dynegy stock fund divided by the closing price of our Class A
common stock as of May 21, 2007.

(9) Amount shown includes 355,488 shares of Class A common stock issuable upon the exercise of employee stock options held by
Mr. Lednicky and 28,956 shares of restricted Class A common stock which vest on April 2, 2010. Amount shown also includes
approximately 5,424 shares of Class A common stock held by the Trustee of the 401(k) Plan for the account of Mr. Lednicky, based on
the market value of units held by Mr. Lednicky in the 401(k) Plan�s Dynegy stock fund divided by the closing price of our Class A
common stock as of May 21, 2007.

(10) Amounts shown include 6,000 shares of Class A common stock issuable upon the exercise of director stock options held by Mr. Oelkers.
Amounts shown also include the following number of shares of our Class A common stock payable upon termination of service as a
director, at the election of the director, with respect to certain phantom stock units awarded under the Dynegy Deferred Compensation
Plan for Certain Directors: 32,464 shares payable to Mr. Mazanec; 42,014 shares payable to Mr. Clark; 44,990 shares payable to Messrs.
Biegler and Trubeck and Ms. Hammick; 49,779 shares payable to Mr. Oelkers; and 7,770 shares payable to Mr. Grijalva. The amounts
shown do not include certain stock units held by Ms. Hammick through our Deferred Compensation Plan which are payable, upon
retirement, exclusively in cash and not in shares of Class A common stock. For Mr. Mazanec, amount shown includes 3,000 shares held
in two IRAs for his benefit, 1,000 shares held by the Mazanec Foundation, of which Mr. Mazanec is President and a director, and 1,000
shares held in two family trusts for the benefit of Mr. Mazanec�s grandchildren.

(11) Messrs. Segal, Hardenbergh, Bartlett and Hochberg may each be deemed to share beneficial ownership of the shares of Class B common
stock beneficially owned by the LS Entities. Messrs. Segal, Hardenbergh, Bartlett and Hochberg each disclaim beneficial ownership of
all such shares.

(12) The address for all Dynegy executive officers and directors is Dynegy Inc., Wells Fargo Plaza, 1000 Louisiana Street, 58th Floor,
Houston, TX 77002.
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EXECUTIVE OFFICERS

The following tables sets forth the name and positions of our executive officers as of March 31, 2007, together with their ages and years of
service with us.

Executive Officer Position

Age as of
March 31,

2007

Served
with

Dynegy
Since

Bruce A. Williamson Chairman and CEO 47 2002

Stephen A. Furbacher President and COO 59 1996

Holli C. Nichols Executive Vice President and CFO 36 2000

J. Kevin Blodgett General Counsel and Executive Vice President�Administration 35 2000

Lynn A. Lednicky Executive Vice President�Commercial and Development 46 1991

Jason Hochberg Executive Vice President�Strategic Planning and Corporate Business
Development 35 2007

The executive officers named above will serve in such capacities until the next annual meeting of our Board, or until their respective successors
have been duly elected and have been qualified, or until their earlier death, resignation, disqualification or removal from office.

Set forth below is additional biographical information with respect to our executive officers.

Bruce A. Williamson has served as CEO and as a director of Dynegy since October 2002 and as Chairman of Dynegy since May 2004. Prior to
joining Dynegy, Mr. Williamson served in various capacities with Duke Energy and its affiliates, most recently serving as President and Chief
Executive Officer of Duke Energy Global Markets. In this capacity, he was responsible for all Duke Energy business units with global
commodities and international business positions. Mr. Williamson joined PanEnergy Corporation in June 1995, which then merged with Duke
Power in June 1997. Prior to the Duke-PanEnergy merger, he served as PanEnergy�s Vice President of Finance. Before joining PanEnergy, he
held positions of increasing responsibility at Shell Oil Company, advancing over a 14-year period to Assistant Treasurer. He currently serves as
a director of Questar Corporation.

Stephen A. Furbacher has served as President and Chief Operating Officer of Dynegy since August 2005 and as Executive Vice President of
Dynegy�s previously owned natural gas liquids business segment from September 1996 to August 2005. Mr. Furbacher is responsible for
overseeing Dynegy�s power generation business and, until October 31, 2005, was responsible for overseeing Dynegy�s midstream operations. He
joined in May 1996, just prior to Dynegy�s acquisition of Chevron�s midstream business. Before joining Dynegy, he served as President of
Warren Petroleum Company, the natural gas liquids division of Chevron U.S.A. He began his career with Chevron in August 1973 and served in
positions of increasing responsibility before being named President of Warren Petroleum Company in July 1994.

Holli C. Nichols has served as Executive Vice President and Chief Financial Officer of Dynegy since November 2005. Ms. Nichols is
responsible for financial affairs, including finance and accounting, treasury, risk management, internal audit and investor and credit agency
relationships. Ms. Nichols previously served as Senior Vice President and Treasurer since May 2004, as Dynegy�s Senior Vice President and
Controller from June 2003 to May 2004 and as Vice President, Assistant Corporate Controller and Senior Consultant from May 2000 to June
2003. Ms. Nichols joined Dynegy from PricewaterhouseCoopers LLP in May 2000.

J. Kevin Blodgett has served as General Counsel and Executive Vice President�Administration of Dynegy since November 2005. Mr. Blodgett is
responsible for legal and administrative affairs, including legal and
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regulatory services supporting Dynegy�s operational, commercial and corporate areas, as well as ethics and compliance, human resources,
information technology, building services, real estate and procurement management. Mr. Blodgett previously served as Senior Vice President,
Human Resources from August 2004 to November 2005, as Group General Counsel�Corporate Finance & Securities and Corporate Secretary
from May 2003 to August 2004 and as Assistant General Counsel, Senior Corporate Counsel and Corporate Counsel from October 2000 to May
2003. Mr. Blodgett joined Dynegy from Baker Botts LLP in October 2000.

Lynn A. Lednicky has served as Executive Vice President�Commercial and Development since January 2007. Mr. Lednicky is responsible for
commercializing Dynegy�s asset base and overseeing Dynegy�s development projects within the power generation business. Mr. Lednicky
previously served as Executive Vice President of Strategic Planning and Corporate Business Development from November 2005 to January
2007, Senior Vice President of Strategic Planning and Corporate Business Development from July 2003 to November 2005 and Senior Vice
President of Power Origination from December 2000 to July 2003. Mr. Lednicky joined Dynegy�s predecessor Destec Energy, Inc. in July 1991.

Jason Hochberg has served as Executive Vice President�Strategic Planning and Corporate Business Development since April 2007. Before
joining Dynegy, Mr. Hochberg served as President of LS Power Development, LLC since 2005. From 2003 to 2005, Mr. Hochberg was head of
the LS Power Group�s asset management business, which provided management services to the LS Power Group-owned projects. Mr. Hochberg
was General Counsel of the LS Power Group from 2001 to 2003, and was in-house legal counsel for the LS Power Group from 1999 until he
was named General Counsel. Prior to joining the LS Power Group, Mr. Hochberg was an associate at Latham & Watkins LLP.

COMPENSATION DISCUSSION AND ANALYSIS

The following discussion should be read together with the compensation tables and disclosures for our Named Executive Officers below under
�Executive Compensation.� The following discussion contains statements regarding future company performance targets and goals. These
targets and goals are disclosed in the limited context of our compensation programs and should not be considered as statements of our
expectations or estimates of results or other guidance.

Overview

Dynegy�s executive compensation program is primarily designed to attract, motivate and retain a highly qualified executive management team
capable of efficiently managing and opportunistically growing our power generation business. This program is administered by the
Compensation and Human Resources Committee, which utilized Mercer Human Resource Consulting LLC, or Mercer, an independent
compensation consultant, to assist it in discharging its responsibilities for the 2006 performance year. In the following discussion and analysis,
we describe in detail our executive compensation philosophy and objectives and the 2006 compensation for each individual who served as
(i) our CEO during 2006, (ii) our CFO during 2006 and (iii) our three other most highly compensated executive officers at the end of 2006 based
on total compensation for 2006, or, collectively, our Named Executive Officers.

Executive Compensation Philosophy

Our executive compensation program reflects a fundamental belief that rewards should be competitive, both in structure and amount, with the
broad market in which we compete for executive talent, and commensurate with corporate and individual performance. In 2006, the
Compensation and Human Resources Committee utilized Mercer to assist in reviewing and updating, where appropriate, Dynegy�s compensation
philosophy to ensure alignment with our near-term and long-term business strategy. The resulting �Compensation Guiding Principles,� which are
listed below, serve to formalize and document our compensation philosophy. In addition,
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these principles provide a foundation on which compensation decisions are made, as well as a common language for communicating those
decisions to executives, employees and stockholders.

� Our compensation strategy will support Dynegy�s core values and business strategy.

� Our compensation programs should provide reasonable upside earning potential for exceptional performance, while maintaining
competitiveness during down cycles in the market.

� Our compensation delivery practices should allow for differential pay levels based on performance.

� Our key compensation elements�base pay, short-term incentives and long-term incentives�should complement each other.

� Our variable pay programs should be designed as forward-looking incentives with clear line of sight.

� Our long-term incentives should encourage share ownership and a strong link to stockholder interests.

� Our compensation programs will be designed and administered to encourage sustained growth, and help support the notion that
sustained growth is attainable even in a cyclical industry.

� Our overall compensation strategy should recognize that attraction and retention of key talent is critical to the attainment of Dynegy�s
stated goals and objectives and to the creation of stockholder value.

Executive Compensation Program Objectives

Consistent with the stated purpose and the Compensation Guiding Principles listed above, the structure of our compensation program reflects the
following key objectives: (i) Pay for Performance; (ii) Market Competitiveness; and (iii) Long-Term Stockholder Value.

Pay for Performance.    It is our belief that the variable components of compensation should not be viewed as entitlements, but rather should be
awarded to executives for delivering results relative to pre-determined goals and objectives and for executing on Dynegy�s business strategy to
create long-term value for our stockholders. To this end, each year the Board approves a comprehensive set of goals and objectives for the
coming year. Dynegy�s progress, and the Named Executive Officers� contributions relative to these goals and objectives, is monitored and
discussed on a quarterly basis by the Board and the Compensation and Human Resources Committee. At year-end, executive compensation
decisions are made based on the degree to which these goals and objectives have been achieved.

The annual goals and objectives are typically segregated into two categories. The first category comprises a set of core financial metrics used by
executive management and the Board in assessing Dynegy�s annual performance and communicating that performance to the investment
community. For 2006, there were three financial metrics included in this first category: EBITDA(1); Operating Cash Flow, or OCF, and Free
Cash Flow, or FCF(2). In early 2006, the Board of Directors approved targets for each of these three measures for 2006. At each subsequent
regular meeting in 2006, executive management updated the Board and the Compensation and Human Resources Committee on Dynegy�s
EBITDA, OCF and FCF performance compared to the original targets. Please read ��Named Executive Officer Compensation� below for a
discussion of 2006 compensation and the specific financial targets on which such compensation was based.

Note:

(1)
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EBITDA can be reconciled to Net income (loss) in our financial statements using the following calculation: Net income (loss) less
Income tax benefit (expense), plus Interest expense and Depreciation and amortization expense.

(2) FCF can be reconciled to OCF, a U.S. generally accepted accounting principles measure, using the following calculation: OCF plus
investing cash flow (consisting of asset sale proceeds less business acquisition costs, capital expenditures and changes in restricted
cash).
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The second category of goals and objectives are operational in nature and are developed annually by each of Dynegy�s executive officers for his
or her respective areas of functional responsibility. These goals and objectives were also defined at the beginning of 2006 and approved by the
Board. The Board and the Compensation and Human Resources Committee were updated as to the executive officers� performance relative to the
approved goals and objectives at regular meetings during 2006 and, at year end, their accomplishments were heavily considered when
determining their compensation awards. Please read ��Named Executive Officer Compensation� below for a discussion of 2006 compensation and
the functional goals and objectives underlying the applicable compensation decisions.

In addition to the above-described goals and objectives, executive compensation decisions also consider the behavioral attributes of our
executive officers. In particular, Dynegy has adopted a set of core values that reflect the key leadership qualities and behavioral attributes that
our executive compensation program is designed to foster and reward. These qualities and attributes include, among others: honesty and
integrity; individual responsibility and accountability; engagement and development of Dynegy�s employees; and doing the right things with an
expectation that the right things will happen. In evaluating Dynegy�s CEO from this perspective, the Board conducts an annual performance
review of the CEO and evaluates his performance based on interaction with him throughout the year. Similarly, the Compensation and Human
Resources Committee, which approves the compensation for Dynegy�s non-CEO executive officers, consults with the CEO as to his performance
review of Dynegy�s other executive officers and their achievements relative to Dynegy�s core values.

Market Competitiveness.    We believe that in order to attract and retain highly qualified executives, our executive compensation program must
be competitive, both in structure and amount, with the broad labor market in which we compete for talent. To support our objective of paying
market competitive compensation, each year the Compensation and Human Resources Committee conducts a detailed competitive evaluation
(including, among other things, a review of proprietary and proxy information) with its independent compensation consultant. For 2006, the
Compensation and Human Resources Committee utilized Mercer to compile, review and interpret certain data and information comparing
Dynegy�s executive compensation with that of companies considered to be peers for compensation and performance purposes. Mercer reported to
and acted at the discretion of the Compensation and Human Resources Committee. Our management did not direct or oversee the activities of
Mercer with respect to our executive compensation program.

In an attempt to ensure meaningful comparisons for 2006 executive compensation purposes, the Compensation and Human Resources
Committee approved Mercer�s recommendation of a two-prong approach to constructing Dynegy�s comparative peer group. First, Mercer
compiled a general industry peer group comprised of approximately 30 companies derived from a broad group of 3,000 U.S. publicly traded
companies that constitute the Russell 3000 index. From the broad group of 3,000 companies, Mercer narrowed its focus to those companies with
revenues and quantitative business characteristics (scale, capital structure, profitability and asset and employee intensity) similar to those of
Dynegy. The resulting 30 general industry peer group companies selected share similar qualitative characteristics with Dynegy, including an
engineering/process focus, a wholesale business model and market performance.

Second, Mercer compiled a power industry peer group comprised of publicly traded, independent power producers and domestic companies that
possess unregulated power generation operations. This power industry peer group includes six companies (AES Corp., Allegheny Energy Inc.,
Edison International, Mirant Corporation, NRG Energy Inc. and Reliant Energy Inc.) that we, the Compensation and Human Resources
Committee and Mercer, believe experience industry influences similar to Dynegy and represent appropriate energy comparators for executive
compensation purposes. This peer group provides an industry-based context to our executive compensation decisions. However, because of the
limited number of power industry peer companies, the Compensation and Human Resources Committee uses this power industry peer group
merely as a reference point for consideration. Primarily, the general industry peer group described above is relied upon in determining market
competitiveness, as its larger statistical sample size should reflect less variability and volatility in the comparative data.
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The Compensation and Human Resources Committee considers comparative data in structuring our compensation program elements and
determining the value of each element to be awarded to our executive officers. Based upon this market review, in terms of structure, we provide
three types of compensation to our executive officers�base salary, annual short-term incentives and long-term incentives. Proportionally, base
salary comprised approximately 13% of the Named Executive Officers� total compensation package for 2006, with annual short-term incentives
and long-term incentives comprising approximately 12% and 75%, respectively. This compensation mix is generally consistent with those of our
peer group companies and reflects what we believe is a competitive balance between current and long-term compensation and cash and non-cash
compensation. It also supports Dynegy�s stated strategy of pursuing growth opportunities for the benefit of its stockholders. Please read ��Elements
of Compensation� below for a detailed discussion of these compensation types and the specific reasons for using them.

Long-Term Stockholder Value.    We continually seek to create a total compensation strategy that includes long-term incentive awards designed
to align individual executive performance with the interests of our stockholders. In furtherance of this strategy, our long-term incentive awards
are targeted at the 60th percentile of the market, or higher than the market median. Please read ��Elements of Executive Compensation�Long-Term
Incentive Awards� below for further discussion. Additionally, in early 2006, the Corporate Governance and Nominating Committee adopted
stock ownership guidelines for members of the executive management team and other Dynegy officers. Please read �Corporate Governance�Stock
Ownership Guidelines� above for a description of these guidelines.

Potential Impact of Restatements.    Our Corporate Governance Guidelines provide a mechanism to address any restatements that may impact
Dynegy�s key financial metrics and its financial performance generally. Pursuant to this mechanism, in the event of a material restatement of
Dynegy�s financial statements, the Compensation and Human Resources Committee will review all bonuses and other incentive and equity
compensation awarded to executive officers that were based on the achievement of specified performance targets during the period for which
such financial results are or will be restated. The Compensation and Human Resources will take action, as appropriate, with respect to any such
bonuses or other incentive or equity compensation awards to the extent such specified performance targets were not achieved in light of the
restatement, which action could include attempts to recoup amounts paid. We believe this mechanism effectively allows for remedial action to
be taken if executive compensation is awarded for achievement of financial performance that is later determined not to have been achieved, and
further aligns the interests of our executive officers with those of our stockholders.

Elements of Executive Compensation

As previously described, our executives are eligible to receive three primary forms of compensation: base salary; annual short-term cash
incentive awards; and long-term incentive awards. In determining the appropriate amounts to award our executive officers, we generally target
the following percentiles when analyzing the amounts paid by our peer group companies:

Base Salary 50th percentile
Short-Term Incentives 50th percentile
Long-Term Incentives 60th percentile
Total Compensation 50th-60th percentile

Base Salary.    Base salaries function as the fixed, recurring portion of the executive�s total compensation package that provides a baseline
reward in contrast to the potential variability of short-term and long-term incentive opportunities. In determining the level of base salary for each
executive, the Compensation and Human Resources Committee considers the Named Executive Officer�s job responsibilities, experience and
performance. The Compensation and Human Resources Committee annually reviews external benchmark data, provided by its independent
compensation consultant, to ensure that base salaries remain competitive. Any adjustments are made
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based upon the executive�s position relative to competitive market data, as well as individual performance measured against pre-established goals
and objectives. For base salaries, we believe that the 50th percentile of the market is the appropriate target in that it allows us to offer cash
compensation awards at a competitive level of pay. Additional upside, generally up to 20% over the 50th percentile, may be provided to
recognize exceptional performance. Similarly, to reflect limited experience, lack of tenure in the position or performance below expectations,
base salaries generally up to 20% below the 50th percentile may be appropriate. In our estimation, to target base salaries lower than the 50th
percentile of the market would restrict our ability to attract and retain key talent; to target a higher percentile would potentially result in greater
compensation than is necessary to attract and retain key talent to the detriment of our stockholders. Please read ��Named Executive Officer
Compensation� below for further discussion on the Named Executive Officers� base salaries.

Short-Term Incentives.    Short-term incentives serve as a variable, at-risk element of the executive�s total compensation package that provides
an incentive award based on the attainment of performance goals and objectives during the performance year. Short-term incentives are
generally paid in the form of cash. Our short-term incentive compensation plan is structured to appropriately align executive interests with both
investor interests and Dynegy�s annual performance goals and objectives. The annual cash incentive bonus opportunity for each executive officer,
typically a percentage of his or her annual base salary, is established at the beginning of the performance year and is targeted at the 50th
percentile of the market for our peer companies and commensurate with each executive�s job responsibilities. For the 2006 performance year, the
short-term incentive target for each Named Executive Officer was 100% of annual base salary. The target amount is determined by multiplying
the target award percentage by the executive�s total base earnings for the performance period. There is upside potential for an executive�s annual
short-term incentive bonus to exceed the target level in the event of exceptional performance by Dynegy and/or the individual executive.
Similarly, annual cash incentives are not guaranteed for our executives, and company performance or individual performance can result in either
no annual incentive bonus or an annual incentive bonus award that is less than the target level. The determination of any award is dependent
upon both Dynegy�s performance and the individual executive�s performance during the performance year. Our annual short-term incentive
targets and any approved payments are reviewed annually with the Compensation and Human Resources Committee�s independent compensation
consultant. Please read ��Named Executive Officer Compensation� below for further discussion of the Named Executive Officers� short-term
incentive awards for the 2006 performance year.

Long-Term Incentive Awards.    Long-term incentive awards serve as the most significant at-risk element of the executive�s total compensation
package, which focuses on creating meaningful long-term value for investors and the attainment of long-term performance goals and objectives.
Long-term incentives, in the form of equity-based awards that generally do not fully vest until three years after the grant date, are structured to
achieve a variety of long-term objectives, including: retaining executives; aligning executives� financial interests with the interests of investors;
and rewarding the achievement of long-term specified strategic goals and/or superior stock price performance. While we target the 50th
percentile of the market for base salaries and short-term incentive awards, we target the 60th percentile of the market for long-term incentive
awards. It is our belief that by targeting the 60th percentile for long-term incentive awards, we drive greater alignment of the near-term and
long-term interests of our executives with those of our stockholders, and further support our stated emphasis on opportunistic growth. While the
Compensation and Human Resources Committee believes that the long-term incentive opportunity appropriately motivates our executive
officers to implement strategies that further our ongoing efforts to position the company as a major player in the consolidating independent
power producer sector, award levels above the 60th percentile may be warranted in certain instances.

The Compensation and Human Resources Committee has traditionally granted long-term incentive awards to Dynegy�s executive officers in the
form of stock options and restricted stock. Restricted stock and stock options tie directly to the performance of Dynegy�s common stock and
provide the executive an incentive to build long-term value for our investors. Restricted stock and stock options also provide an effective means
of executive retention because the awards are focused over the longer term and vest over a period (or at the end) of three years. The market
competitiveness of this mix is reviewed annually by the Compensation and Human
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Resources Committee with its independent compensation consultant. The number of stock options awarded is typically based on the Black
Scholes valuation model, while the number of restricted shares awarded is typically based on the fair market value of Dynegy�s common stock as
of the date of grant. Long-term awards for executive officers are generally made at the same time that annual cash incentive awards are made.

In the past, Dynegy�s significant self-restructuring activities made precise long-term planning difficult, particularly considering the impact that
refinancings and legacy legal matter settlements had on Dynegy�s financial performance. As a result, Dynegy did not believe it prudent to adopt
long-term award payouts conditioned on achievement of specified long-term performance or financial objectives. However, due in large part to
the success of Dynegy�s self-restructuring efforts, for awards granted in 2006 and again in 2007, a portion of each executive�s long-term incentive
award value was made in the form of performance units. Effective January 1, 2006, the Dynegy Inc. 2002 Long Term Incentive Plan and the
Dynegy Inc. 2000 Long Term Incentive Plan were amended to include operating cash flow, free cash flow, any other cash flow metric or any
other performance metric selected by the Compensation and Human Resources Committee as performance measures for grants of performance
awards under the Plans. In 2006 (for the 2005 performance year), performance units comprised 20% of each executive�s long-term incentive
award value and reflected the following terms:

� Denominated in $100 units, payable in cash or stock, at the Compensation and Human Resources Committee�s discretion;

� Payable at the end of three years based on Dynegy�s cumulative three-year OCF as originally forecasted, subject to earlier vesting and
payment upon specified circumstances, including a change in control; and

� Payable at the following threshold, target and maximum levels:

Payout per Unit Performance Three-Year OCF Target
$0 < 70% of OCF target
$50 70% of OCF target $ 671 million
$100 100% of OCF target $ 959 million
$200 130% of OCF target or more $ 1.247 billion

The remaining portion of each executive�s long-term incentive award value granted in 2006 consisted of 60% stock options with three-year
ratable vesting and 20% restricted stock with three-year cliff vesting, with the level of each based on 2005 performance.

In 2007 (for the 2006 performance year), in an attempt to further align Dynegy�s executive officers� performance with the long-term interests of
our stockholders, and in consideration of the accelerated vesting associated with the LS Power Merger further described below, the
Compensation and Human Resources Committee approved long-term incentive award grants for our executive officers as follows:

LTI Award

Element
Percentage of LTI

Award Value Vesting Schedule
Stock Options 40% Ratable vesting of 1/3 each year
Restricted Stock 20% Cliff vesting on the three-year anniversary of the grant

date
Performance Units 40% Award, if any, determined at the end of the three-year

performance period
As awards granted in 2007 were made after the closing of the LS Power Merger, the event has no impact on the vesting of these awards. Further
discussion of the long-term incentive awards for the 2006 performance year, including the performance metrics underlying the performance
units, can be found under ��Named Executive
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Officer Compensation� below. It is our belief that the current long-term incentive awards mix of ratable vesting stock options, cliff vesting
restricted shares and performance units provides an appropriate balance between executive performance, stockholder interests and the retentive
value of equity instruments.

Equity Grant Practices.    The Compensation and Human Resources Committee has the authority to administer Dynegy�s equity-based
compensation plans. In carrying out its duties, the Compensation and Human Resources Committee may from time to time authorize the
granting of stock options or other equity-based awards pursuant to the terms and conditions of such plans. As a matter of policy, stock options
and other equity-based awards are generally granted by the Compensation and Human Resources Committee in conjunction with the annual
compensation cycle. All such award grants are made at a scheduled meeting of the Compensation and Human Resources Committee, and the
exercise price of any stock option grant is the closing price of our Class A common stock on the date of said meeting (the grant date). These and
the other terms of any stock option or other equity-based award grants are documented in the form of one or more award agreements approved
by the Compensation and Human Resources Committee on or before the grant date.

From time to time, the Compensation and Human Resources Committee may determine that it is desirable or appropriate to grant stock options
or other equity-based awards to an individual upon employment by or commencement of service with Dynegy. Any such stock option or other
equity-based award grants must be approved by the Compensation and Human Resources Committee at a meeting, which meeting may be
telephonic. The exercise price of any such stock option grants is the closing price of our Class A common stock on the date of the meeting,
which will constitute the grant date.

Executive Perquisites.    In reviewing the total compensation packages for our Named Executive Officers with its independent compensation
consultant, the Compensation and Human Resources Committee reviews executive perquisites that may be received on an annual basis. Our
internal assessment of perquisites provided to Named Executive Officers during 2006 revealed that no material perquisites were awarded. In
fact, the perquisites awarded generally were limited to cell phones and personal digital assistants, primarily used for business purposes. While
the Compensation and Human Resources Committee will continue to assess the competitiveness of executive perquisites offered, we believe the
current limited use of this element of total compensation is appropriate.

Other Compensation and Benefit Plans.    Qualified benefit plans comprise additional elements of the total compensation packages for our
Named Executive Officers. Each Named Executive Officer is eligible, as are all Dynegy corporate employees, to participate in our 401(k) Plan,
which provides for a dollar-for-dollar match of up to 5% of contributed salary payable in the form of Class A common stock (capped at $15,000
for 2006). The Named Executive Officers are also eligible for qualified pension benefits under the Dynegy Inc. Retirement Plan, or the
Retirement Plan. This pension benefit is based on the Portable Retirement Benefit, or PRB, portion of the Retirement Plan and provides a
defined benefit that grows each year at a variable rate (30-year Treasury rate). This benefit, introduced in 2001, provides an annual contribution
of 6% of the Named Executive Officer�s salary (capped at $200,000 for 2006). Dynegy�s contributions to both the 401(k) Plan and the PRB of the
Retirement Plan vest at a rate of 25% per year. All of our Named Executive Officers are fully vested in all past and future Dynegy contributions
based on their years of service.

Dynegy also has a legacy non-qualified executive deferred compensation plan, the Dynegy Inc. Deferred Compensation Plan, or the Deferred
Compensation Plan. The Deferred Compensation Plan was suspended in 2003 and no contributions have been made under the Plan since that
time. Only one Named Executive Officer, Mr. Lednicky, has a remaining balance in the Deferred Compensation Plan. No other deferred
compensation non-qualified plans are currently provided to our Named Executive Officers.

Change in Control Arrangements.    We have entered into certain arrangements and maintain certain plans that require us to provide certain
payments and benefits to some or all of our Named Executive Officers in connection with a change in control. These plans and payments are
described below under �Executive
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Compensation�Potential Payments Upon Termination or a Change in Control.� In particular, a Change in Control supplement to our Amended and
Restated Executive Severance Pay Plan, both as amended, or our Change in Control Plan, provides for the vesting of outstanding equity-based
awards and the payment of certain severance benefits to our executives in connection with a �change in control,� as defined in the Change in
Control Plan. The Change in Control Plan, approved by the Compensation and Human Resources Committee in 2003 after consultation with an
independent compensation consultant, was adopted to enable Dynegy to attract and retain critical talent in a marketplace with a potential for
industry consolidation and significant shortfalls in the talent pool projected over the following five years.

Before April 2, 2007, our Change in Control Plan defined �change in control� to include:

� a merger, consolidation or the sale of assets or equity interests that results in (i) the equity securities holders immediately prior to
such event no longer being entitled to 60% or more of the votes eligible to be cast in the election of directors in the resulting entity or
(ii) the Board members immediately prior to such event no longer constitute at least a majority of the Board of the resulting entity;

� a dissolution or liquidation of Dynegy (under Illinois statutes);

� any person or group gains ownership or control of more than 20% (40% in the case of ownership or control by Chevron Corporation)
of the combined voting power of the outstanding securities of (i) Dynegy, if Dynegy has not engaged in a merger or consolidation, or
(ii) the resulting entity, if Dynegy has engaged in a merger or consolidation;

� a contested election of directors which results in members of the Board immediately before such election ceasing to constitute a
majority of the Board;

� the adoption by the Board or the Compensation and Human Resources Committee of a resolution declaring that a change in control
has occurred; or

� a consolidation, merger or sale of the assets of a principal business unit to another entity not affiliated with Dynegy, or the Board or
the Compensation and Human Resources Committee adopts a resolution declaring that a change in control has occurred with respect
to the principal business unit (in both cases only executives employed by the principal business unit are entitled to severance benefits
in connection with such change in control).

On April 2, 2007, the Compensation and Human Resources Committee approved an amendment to the Change in Control Plan to modify the
definition of �change in control.� The references to Illinois statutes were deleted to reflect our incorporation in Delaware. In addition, the clause of
the �change in control� definition applicable to principal business units was removed because it no longer applies to our corporate structure. This
amendment was approved to provide a more precise definition of a �change in control.�

The Compensation and Human Resources Committee further modified the �change in control� definition included in all long-term incentive award
agreements for such awards granted on April 2, 2007 to include:

� a merger, consolidation or the sale of assets or equity interests that results in (i) the equity securities holders immediately prior to
such event no longer being entitled to 51% or more of the votes eligible to be cast in the election of directors in the resulting entity,
or (ii) the Board members immediately prior to such event no longer constituting at least a majority of the Board of the resulting
entity; or

� any person or group gains ownership or control of 50% or more of the combined voting power of the outstanding securities of
(i) Dynegy, if Dynegy has not engaged in a merger or consolidation, or (ii) the resulting entity, if Dynegy has engaged in a merger or
consolidation.
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This modification will continue to allow vesting of outstanding equity awards upon consummation of a change in control, with the resulting
types of change in control events that will trigger vesting being more limited than under the prior definition.
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The Compensation and Human Resources, together with its independent compensation consultant, reviewed its change in control arrangements
in connection with the above-described modification and will do so periodically to ensure alignment with competitive practices and shareholder
interests. It is our belief that given the likelihood of further power industry consolidation, the continued provision of change in control benefits
will be necessary to enable Dynegy to attract and retain highly qualified executive talent.

Determination of Named Executive Officer Compensation

The Board has delegated to the Compensation and Human Resources Committee, through its committee charter, the following responsibilities
with respect to Named Executive Officer compensation:

� Review and approve Dynegy�s goals and objectives relevant to compensation of its CEO, evaluate the CEO�s performance in light of
these goals and objectives and, either as a committee or together with the other independent directors (as directed by the Board),
determine and approve the CEO�s compensation based on this evaluation; and

� Review and approve the compensation for Dynegy�s other Named Executive Officers.
The CEO, with the assistance of our Human Resources Department, presents a number of compensation alternatives for the executives that
report to him consistent with his views of their contributions during the performance year. These alternatives are reviewed and considered by the
Compensation and Human Resources Committee, with input from its independent compensation consultant, when approving the compensation
for Dynegy�s non-CEO executive officers.

The Board�s practice is for the independent directors to determine the CEO�s annual compensation after considering recommendations from the
Compensation and Human Resources Committee and the Board�s annual evaluation of the CEO�s performance.

LS Power Merger.    The recently completed LS Power Merger represents a critical milestone in our efforts to both run and grow our business.
The closing of the merger also constituted a change in control under our Executive Severance Pay Plan as it existed at that time. This resulted in
the accelerated vesting of all previously issued, and unvested, equity awards upon closing, as was disclosed in the proxy solicitation materials for
the LS Power Merger. As all equity awards granted prior to 2005 had otherwise vested by the time of the expected closing, this accelerated
vesting impacted the unvested portions of long-term incentives granted in 2005 and 2006.

The following provides additional information as to the impact of the accelerated vesting for each Named Executive Officer.

Stock Options.    Stock option awards for our Named Executive Officers have been granted under a three-year ratable vesting schedule with 1/3
of the awards vesting each year. The closing of the LS Power Merger resulted in the accelerated vesting of the remaining 1/3 unvested portion
for the 2005 awards and the remaining 2/3 unvested portion of the 2006 awards. The vested awards generally will be exercisable for the
remaining option term (10 years from the date of the initial award).

Restricted Stock Awards.    Restricted stock awards, or RSAs, have been granted under a three-year cliff vesting schedule for our Named
Executive Officers. As a result of the closing of the LS Power Merger, the restrictions lapsed on all outstanding RSAs granted in 2005 and 2006.
Each restricted share is equal to the value of a share of Class A common stock.

Performance Unit Awards.    The use of Performance Unit awards was adopted by the Compensation and Human Resources Committee in
2006, the level of which was determined based on 2005 performance and represented 20% of the total long-term incentive award value for the
Named Executive Officers. These units, valued at $100 per unit, were based upon the attainment of certain OCF targets at threshold, target or
maximum
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levels over a three-year performance period. Under the Performance Unit award agreements, the closing of the LS Power Merger triggered the
vesting of these units and a cash payment to each Named Executive Officer as if the OCF performance goals were achieved at the target level, or
100%.

The unvested long-term incentives for each Named Executive Officer subject to this accelerated vesting are as follows:

Named Officer Unvested Stock Options Restricted Stock Performance Units
Bruce A. Williamson 1,877,248 360,261 8,000
Stephen A. Furbacher 843,597 68,251 2,000
Holli C. Nichols 223,124 28,672 1,000
J. Kevin Blodgett 181,090 30,854 1,000
Lynn A. Lednicky 355,486 30,854 1,000
Named Executive Officer Compensation

For the 2006 performance measurement year for short-term incentive awards, the following overarching goals and objectives were
recommended by management and approved by the Board at the beginning of the year. These goals and objectives, as supplemented by
approximately 100 more detailed supporting goals and objectives put forth by our Named Executive Officers, provided a framework for the
Compensation and Human Resources Committee to assess Dynegy�s 2006 performance and to determine the Named Executive Officers�
compensation. Relative weights were not expressly assigned to any or all of these goals and objectives. Additionally the financial performance
goals were established based on various assumptions, including assumptions with respect to commodity prices, with the understanding that
Dynegy�s actual financial performance would be assessed taking into account the impact of events or activities that were not anticipated or were
different than the assumptions made when the goals were set.

Financial Performance �        EBITDA target of $665 million

�        OCF target of $289 million

�        FCF target of $100 million

Measured Growth �        Identify and pursue selected asset acquisitions that are accretive to stockholder value and
build scale and scope of the asset portfolio

�        Maintain flexibility to participate in sector transforming consolidation opportunities

Operational Excellence �        Operate our assets safely, reliably, efficiently, and in a manner friendly to the
environment

�        Successfully complete the transition to run and grow a regionally-focused generation
business

�        Continue to develop tools and processes for control and planning purposes, with an
emphasis on simplicity and cost effectiveness

People �        Design and implement a comprehensive strategy focused on developing our employees
that allows for execution of our strategic objectives

�        Develop and implement a strategy to attract, retain and motivate the people necessary to
achieve our strategic objectives

�        Design and implement a strategic plan to provide staffing depth in critical functions
2006 Performance Assessment.    The Compensation and Human Resources Committee assessed Dynegy�s performance for 2006 based on its
attainment of the foregoing goals and objectives and the other performance- related factors that it deemed relevant. In assessing Dynegy�s
financial performance for 2006, the Compensation
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and Human Resources Committee considered Dynegy�s EBITDA, OCF and FCF as reported in its year-end financial results and 2006 Form
10-K. It also considered the effect of several unusual events and impairments that could not have been anticipated and were not contemplated
when Dynegy�s EBITDA, OCF and FCF targets were established, including payments made to settle certain legacy contract and litigation
matters, which payments were believed to be in the best interests of Dynegy�s stockholders. Finally, the Compensation and Human Resources
Committee considered the impact of commodity prices, which were significantly lower than those reflected in Dynegy�s 2006 business plan on
which its financial targets were based, and Dynegy�s commercial strategy of maintaining commodity price exposure for a sizeable portion of its
generation capacity. For example, the actual average on-peak price for power in the Midwest region, the region that accounts for most of our
power sales, was 66% of that reflected in Dynegy�s 2006 business plan.

In addition to Dynegy�s 2006 financial performance, the Compensation and Human Resources Committee also considered management�s
attainment of the other goals and objectives described above for purposes of assessing Dynegy�s corporate performance and the performance of
the Named Executive Officers individually. Among other things, the Compensation and Human Resources Committee considered the following:

� the execution of the Merger Agreement with the LS Entities;

� the successful disposition of Dynegy�s West Coast Power, Rockingham and Panama facilities and the termination of its Sterlington
Power tolling arrangement;

� the operating performance of Dynegy�s power generation fleet;

� the successful execution of multiple liability management activities culminating Dynegy�s multi-year self-restructuring program; and

� Dynegy�s transition to a power generation company focused on efficiently running and opportunistically growing its business.
The Compensation and Human Resources Committee concluded that Dynegy and the Named Executive Officers met or exceeded their
performance goals for 2006.

Base Salary Determinations.    In determining the level of base salary for each Named Executive Officer, in addition to their contributions
during the 2006 performance year and the overall nature and responsibility of each position, relative comparability to the median base salary
paid to those in similar roles within the peer group was considered. Given his acceptable position relative to peer group CEOs, it was determined
that Mr. Williamson would not receive an increase above his current base salary of $1,000,000. It was determined that Messrs. Furbacher and
Lednicky, while positioned favorably compared to the market median, warranted increases that recognized their contributions and deep
experience in their respective leadership positions. Mr. Blodgett and Ms. Nichols, who had not received base salary increases since their
promotions to their current positions in November 2005, both received salary adjustments consistent with their significant contributions and the
Compensation and Human Resources Committee�s desire to attain increased alignment of their salaries with those in comparable positions as
identified in the peer group benchmark data. The chart below illustrates the new base salary for each Named Executive Officer (effective
February 26, 2007).

Named Executive Officer 2006 Base Salary 2007 Base Salary
Bruce A. Williamson $ 1,000,000 $ 1,000,000
Stephen A. Furbacher $ 500,000 $ 525,000
Holli C. Nichols $ 290,000 $ 370,000
J. Kevin Blodgett $ 290,000 $ 370,000
Lynn A. Lednicky $ 290,000 $ 325,000

Short-Term Incentive Determinations.    In determining short-term incentive awards for 2006, Dynegy�s performance and the contributions of
each Named Executive Officer during the 2006 performance year were considered. Having reviewed the contribution that Mr. Williamson made
to Dynegy�s performance in 2006, the
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Compensation and Human Resources Committee recommended, and the Board approved, an annual short-term incentive award at 100% of his
stated target, payable in cash. Mr. Williamson produced significant results in 2006 and has demonstrated the integrity, vision, planning and
leadership qualities that the executive compensation program was designed to foster and reward. Similarly, based on 2006 results and their
respective contributions, Ms. Nichols and Messrs. Furbacher, Lednicky and Blodgett received awards at a level commensurate to approximately
100% of their stated short-term incentive targets. While each of the Named Executive Officer�s contributions to Dynegy�s significant
accomplishments in 2006 may have otherwise resulted in short-term incentive awards above the target award level, given the value associated
with the vesting of previously granted equity awards upon closing of the LS Power Merger and the Compensation and Human Resources
Committee�s desire to provide an increased percentage of their total compensation for 2006 in the form of long-term incentive awards as further
described below, short term incentive awards made at 100% of target were deemed to be appropriate. The chart below illustrates the short-term
incentive award for each Named Executive Officer and the amount earned as a percent of his or her 2006 base salary.

Named Executive Officer
Short-Term

Incentive Target Award Amount

Award Earned as a
Percent of 2006

Earnings
Bruce A. Williamson 100% $ 1,000,000 100%
Stephen A. Furbacher 100% $ 490,385 100%
Holli C. Nichols 100% $ 290,000 100%
J. Kevin Blodgett 100% $ 290,000 100%
Lynn A. Lednicky 100% $ 290,000 100%

Long-Term Incentive Determinations.    In determining the long-term incentive awards for each Named Executive Officer, the Compensation
and Human Resources Committee also considered:

� the vesting of all previously issued equity awards upon closing of the LS Power Merger, which reduced the retentive value
associated with those previously issued equity awards; and

� the value created as a result of the LS Power Merger closing, which it believes positions Dynegy to be a leader in the consolidating
power generation industry.

As a means of maintaining continued alignment of the Named Executive Officers� long-term incentives with the interests of investors, the
Compensation and Human Resources Committee, with input from Mercer, considered various alternatives for the long term incentive awards for
the 2006 performance year. The Compensation and Human Resources Committee�s objective was to reward the achievement of long-term
specified strategic goals and superior stock price performance, while ensuring an appropriate level of equity holdings to aid in the retention of
our Named Executive Officers. Taking these factors into account, the Compensation and Human Resources Committee determined that for the
2006 performance year, long-term incentive awards should be significantly increased above the prior year�s target of the 60th percentile. As a
result, long-term incentive awards were granted to each Named Executive Officer as shown in the table below.

Named Executive

Officer
2007 Equity

Award Value
Stock Options

(40%)
Restricted Stock

(20%)
Performance
Units (40%)

Bruce A. Williamson $ 8,000,000 651,732 165,461 32,000
Stephen A. Furbacher $ 2,100,000 171,080 43,434 8,400
Holli C. Nichols $ 1,750,000 142,567 36,195 7,000
J. Kevin Blodgett $ 1,500,000 122,200 31,024 6,000
Lynn A. Lednicky $ 1,400,000 114,053 28,956 5,600
The above-described stock options and restricted shares were granted to the Named Executive Officers on April 2, 2007 at a meeting of the
Compensation and Human Resources Committee following the closing of the LS Power Merger. The stock options vest equally in three annual
installments and have an exercise price equal to $9.67, the market price of Dynegy�s Class A common stock on the grant date. The restricted
stock awards vest in full on the three-year anniversary of the grant date.
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The above-described performance units were granted to the Named Executive Officers on April 24, 2007 at a meeting of the Compensation and
Human Resources Committee. The performance units are intended to further motivate the Named Executive Officers to create long-term value
for Dynegy�s stockholders as reflected in the trading price of its Class A common stock. The Compensation and Human Resources Committee
chose to base the performance units on long-term stock price performance because it believes it provides a simple, transparent and meaningful
measure of Dynegy�s performance relative to its long-term goal of creating value for stockholders. The material terms of the performance units
are summarized below:

� Denominated in $100 units, which are payable in the form of cash or stock, at the Compensation and Human Resources Committee�s
discretion;

� Payment (if any) to be made in April 2010 based on Dynegy�s three-year stock price performance;

� Ending share price will be the average closing price of Dynegy�s Class A common stock during March 2010;

� Awards are payable at threshold, target, stretch and maximum levels as illustrated in the table below;

� The Compensation and Human Resources Committee determined the performance goal share price after reviewing and taking into
account various factors, including: (i) Dynegy�s share price history and the share price history of its power generation industry peers;
(ii) the underlying value of Dynegy�s power generation portfolio based on various valuation methodologies; and (iii) potential growth
opportunities that may be available to Dynegy;

� The threshold, target, stretch and maximum share price performance goals represent compound annual growth rates above the
average March 2007 share price ($8.79) over the three-year performance period of approximately 10%, 13%, 16% and 20%,
respectively, and, in the judgment of the Compensation and Human Resources Committee, represent appropriate performance goals
for share price growth; and

� In the event a �change in control� occurs during the performance period, provided the ending share price would entitle participants to
receive a performance award, the payment will be determined by using either, as applicable (a) the agreed price per share received by
the stockholders of Dynegy as a result of the change in control, or if there is no agreed price per share, then (b) the average closing
share price for the 20 consecutive trading days immediately preceding the effective date of the change in control, as the ending share
price for the performance period.

Threshold Target Stretch Maximum
Performance Goal�Achieved Share Price $ 11.75 $ 12.75 $ 13.75 $ 15.25
Award Level (% of each $100 performance unit)(1) 0% 100% 200% 300%

(1) Resulting payment levels between Achieved Share Prices will be interpolated.
Tax Implications

As part of its role, the Compensation and Human Resources Committee reviews and considers the deductibility of executive compensation under
Section 162(m) of the Internal Revenue Code of 1986, as amended. Section 162(m) generally affects Dynegy�s federal income tax deduction for
compensation paid to Dynegy�s CEO and four other highest paid executive officers in excess of $1 million each. To the extent compensation is
�performance-based� within the meaning of Section 162(m), the Section�s limitations will not apply. Dynegy�s 2000 and 2002 Long-Term Incentive
Plans, pursuant to which long-term incentive awards are granted to the Named Executive Officers, were approved by the Board and its
stockholders and generally were structured to qualify as performance-based compensation plans under Section 162(m). A majority of the
long-term incentive awards granted under these plans are designed to meet the requirements of Section 162(m). The Compensation and Human
Resources Committee generally strives to make awards under Dynegy plans that are intended to qualify as performance-based compensation
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under Section 162(m); however, in certain situations, compensation paid to Dynegy�s CEO and other executive officers that may not meet the
standards of deductibility under Section 162(m) may be approved if deemed appropriate. We believe that all short-term incentive and long-term
incentive awards to the Named Executive Officers for 2006 performance are deductible for tax purposes.
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COMPENSATION AND HUMAN RESOURCES COMMITTEE REPORT

Dynegy�s executive compensation program is administered and reviewed by the Compensation and Human Resources Committee, which
currently consists of Messrs. Biegler (Chairman), Clark, Mazanec and Trubeck, all of whom are independent directors pursuant to the NYSE
Listed Company Standards. The Compensation and Human Resources Committee has reviewed and discussed the Compensation Discussion and
Analysis required by Item 402(b) of Regulation S-K with management and, based on such review and discussions, the Compensation and
Human Resources Committee recommended to the Board that the Compensation Discussion and Analysis be included in this proxy statement.

This report is submitted by the members of the Compensation and Human Resources Committee of the Board:

David W. Biegler (Chairman)

Thomas D. Clark

George L. Mazanec

William H. Trubeck
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EXECUTIVE COMPENSATION

Summary Compensation Table for 2006

The following table sets forth certain information regarding the compensation earned by or awarded to our Named Executive Officers for 2006.

Name and Principal
Position Year Salary Bonus(1)

Stock
Awards(2)

Option
Awards(2)

Non-Equity
Incentive

Plan
Compensation(1)

Change in
Pension

Value and
Nonquali-

fied
Deferred

Compensa-
tion

Earnings(3)
All Other

Compensation(4) Total
Bruce A. Williamson 2006 $ 1,000,000 $ �  $ 1,521,032 $ 1,860,655 $ 1,000,000 $ 17,299 $ 31,573 $ 5,430,559
Chairman and CEO

Stephen A. Furbacher 2006 $ 490,385 $ �  $ 229,703 $ 427,161 $ 490,385 $ 17,758 $ 30,696 $ 1,686,088
President and COO

Holli C. Nichols 2006 $ 290,000 $ �  $ 95,067 $ 187,039 $ 290,000 $ 18,440 $ 26,954 $ 907,500
Executive Vice President and CFO

J. Kevin Blodgett 2006 $ 290,000 $ �  $ 92,292 $ 190,506 $ 290,000 $ 17,633 $ 26,901 $ 907,332
General Counsel and Executive Vice
President�Administration

Lynn A. Lednicky 2006 $ 290,000 $ �  $ 95,436 $ 192,609 $ 290,000 $ 43,769 $ 27,221 $ 939,035
Executive Vice President�Commercial and
Development

(1) The amounts shown under �Non-Equity Incentive Plan Compensation� reflect cash bonuses awarded under the Dynegy Inc. Incentive Compensation Plan. The
bonuses were earned in 2006 and paid in March 2007.

(2) The amounts shown under �Stock Awards� and �Options Awards� reflect the dollar amount recognized for financial statement reporting purposes for restricted
stock awards and performance unit awards, in the case of �Stock Awards,� and option awards, in the case of �Option Awards,� during the fiscal year ended
December 31, 2006, calculated in accordance with FAS No. 123R. Please see the discussion of the assumptions used in such valuation in Note 19 of the
Notes to Consolidated Financial Statements in our 2006 Form 10-K. In general, FAS 123R requires the amounts for all equity-based awards to employees to
be recognized in the income statement based on their fair values. The compensation costs associated with our equity-based awards are generally recognized in
the income statement over the vesting period based on the grant date fair value of the award. Amounts for performance unit awards are accrued based on the
expected payout of the awards and are re-evaluated at the end of each reporting period. Because these awards are expected to be settled in cash or stock, they
will be expensed over the vesting period, with the corresponding liability recognized on the balance sheet. The table does not include information regarding
equity-based awards related to 2006 performance that were granted to the Named Executive Officers in March 2007. For a discussion of these equity-based
awards, please read �Compensation Discussion and Analysis�Named Executive Officer Compensation� above.

(3) The amount shown for Mr. Lednicky includes a change in pension value of $18,895 under the Dynegy Inc. Retirement Plan and a change in Nonqualified
Deferred Compensation Earnings of $24,874 under the Deferred Compensation Plan. The amounts shown for each other Named Executive Officer reflect
only a change in pension value under the Dynegy Inc. Retirement Plan, as no such other Named Executive Officer participates in the Deferred Compensation
Plan.

(4) The amounts shown as �All Other Compensation� for 2006 include the following matching contributions under our 401(k) Plan, defined contributions under our
portable retirement plan, and life insurance premiums paid by Dynegy for each of the Named Executive Officers as part of our standard employee health and
welfare benefit plans:

Name
401(k) Plan

Contributions

Portable
Retirement

Plan
Contributions

Life
Insurance
Premiums Total

Bruce A. Williamson $ 11,000 $ 13,200 $ 7,373 $ 31,573
Stepehen A. Furbacher $ 11,000 $ 13,200 $ 6,496 $ 30,696
Holli C. Nichols $ 11,000 $ 13,200 $ 2,754 $ 26,954
J. Kevin Blodgett $ 11,000 $ 13,200 $ 2,701 $ 26,901
Lynn A. Lednicky $ 11,000 $ 13,200 $ 3,021 $ 27,221

36

Edgar Filing: DYNEGY INC. - Form DEF 14A

47



No Named Executive Officer received perquisites or other personal benefits with an aggregate value of greater than $10,000. Please see
�Compensation Discussion and Analysis�Elements of Executive Compensation�Executive Perquisites� above for a discussion of the limited
perquisites received by our Named Executive Officers.

In connection with the closing of the LS Power Merger (see �Transactions with Related Persons, Promoters and Certain Control Persons�The LS
Power Merger� below) on April 2, 2007:

� all of the Named Executive Officers� option awards vested;

� the restrictions lapsed on all of the restricted stock awards held by the Named Executive Officers; and

� each Named Executive Officer received a cash payment for performance unit awards based on the assumption that the performance
goals contained in the performance unit award agreements had been achieved at the target level as required by the terms of such
agreements.

Grants of Plan-Based Awards in 2006

The following table sets forth certain information with respect to each grant of an award made to the Named Executive Officers in 2006 under
the Dynegy Inc. 2000 Long-Term Incentive Plan (unless otherwise indicated).

Grant
Date

Estimated Possible
Payouts

Under Non-Equity
Incentive

Plan Awards(1)

Estimated Future Payouts
Under Equity Incentive Plan

Awards(2)

All
Other
Stock

Awards:
Number

of
Shares

of Stock
or

Units(3)

All Other
Option

Awards:
Number of
Securities

Underlying
Options(4)

Exercise
or

Base
Price

of
Option
Awards

Grant
Date Fair
Value of

Stock and
Option

Awards(6)Name Threshold Target Maximum Threshold Target Maximum
Bruce A. Williamson 3/16/06 $ �  $ 1,000,000 $ �  4,000 8,000 16,000 163,935 919,541 $ 4.88 $ 4,000,000

3/16/06 $ �  $ �  $ �  �  �  �  �  967,707(5) $ 4.88 $ 1,138,000
Stephen A. Furbacher 3/16/06 $ �  $ 490,385 $ �  1,000 2,000 4,000 40,984 229,886 $ 4.88 $ 1,000,000
Holli C. Nichols 3/16/06 $ �  $ 290,000 $ �  500 1,000 2,000 20,492 114,943 $ 4.88 $ 500,000
J. Kevin Blodgett 3/16/06 $ �  $ 290,000 $ �  500 1,000 2,000 20,492 114,943 $ 4.88 $ 500,000
Lynn A. Lednicky 3/16/06 $ �  $ 290,000 $ �  500 1,000 2,000 20,492 114,943 $ 4.88 $ 500,000

(1) The amounts shown represent the awards that could be earned by the Named Executive Officers under the Dynegy Inc. Incentive Compensation Plan for
2006. The Incentive Compensation Plan only provides for a target payout and does not include threshold or maximum amounts payable. The actual payouts
under the Incentive Compensation Plan were determined in March 2007 and are shown in the Summary Compensation Table under �Non-Equity Incentive
Plan Compensation.�

(2) In March 2006, performance units were granted to our Named Executive Officers under the 2000 Long-Term Incentive Plan. The performance units are
denominated in $100 units, payable in cash or Class A common stock at the discretion of the Compensation and Human Resources Committee at the end of a
three-year performance period based on the achievement of certain performance goals. In connection with the LS Power Merger, the performance units were
paid out in cash based on the assumption that the performance goals had been achieved at target level.

(3) The amounts shown under �All Other Stock Awards� reflect restricted stock awards granted to the Named Executive Officers in 2006. Restricted stock awards
vest three years from date of grant. In connection with the LS Power Merger, the restrictions lapsed on all of the restricted stock awards held by the Named
Executive Officers.

(4) The amounts shown under �All Other Option Awards� reflect the number of shares of Class A common stock underlying stock option awards granted to the
Named Executive Officers in 2006. Stock options have a three-year ratable vesting schedule, with 1/3 of each award vesting each year. In connection with the
LS Power Merger, all of the option awards held by the Named Executive Officers vested.

(5) In March 2006, Mr. Williamson received an additional stock option award under the Dynegy Inc. 2002 Long-Term Incentive Plan in an exchange transaction
approved by our Board. To address uncertainties created by regulations proposed in late 2005 pursuant to Section 409A of the Internal Revenue Code, we
cancelled all of the 2,378,605 stock options held by Mr. Williamson as of March 16, 2006. As partial consideration for the cancellation of these stock options,
we granted Mr. Williamson 967,707 stock options at an exercise price of $4.88, which equaled the closing price per share of our Class A common stock on
March 16, 2006.
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(6) The amounts shown under �Grant Date Fair Value of Stock and Option Awards� reflect the grant date fair value computed in accordance with FAS 123R.
Please see the discussion of the assumptions used in such valuation in Note 19 of the Notes to Consolidated Financial Statements in our 2006 Form 10-K.
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On March 16, 2006, our Board approved an exchange transaction with Mr. Williamson to address uncertainties created by proposed regulations
issued in late 2005 pursuant to Section 409A of the Internal Revenue Code. Under the terms of the transaction, we cancelled all of the 2,378,605
stock options held by Mr. Williamson as of March 16, 2006. Of these cancelled options, 1,333,333 were granted in October 2002 with an
exercise price of $0.88 per share, 405,928 were granted in February 2004 with an exercise price of $4.48 per share, and 639,344 were granted in
January 2005 with an exercise price of $4.30 per share. Each of these exercise prices equaled the closing price per share of our Class A common
stock on the grant date, and the associated options had a ten-year term. As consideration for the cancellation of these stock options, we granted
Mr. Williamson 967,707 stock options under our 2002 Long Term Incentive Plan at an exercise price of $4.88, which equaled the closing price
per share of our Class A common stock on March 16, 2006. These stock options have a term of ten years, vest in three equal annual installments
beginning on the first anniversary of the grant date and are subject to earlier vesting upon a constructive termination, a termination without cause
or a termination resulting from a change in control.

We also agreed to pay Mr. Williamson $5,565,187 in cash based on the in-the-money value of Mr. Williamson�s vested stock options as of
March 16, 2006. This cash payment, which included interest accrued annually at 7.5%, was made on January 15, 2007. Under the terms of the
transaction, it was determined that the cash payment together with the value of the stock options that were granted on March 16, 2006, using a
Black-Scholes valuation model, equaled the Black-Scholes value of the stock options that were cancelled. The terms of the transaction are set
forth in an Agreement Concerning Employment Agreement and Stock Options dated as of March 16, 2006 between Dynegy and
Mr. Williamson.

The proposed regulations provided that some modifications of stock options may subject such stock options to a 20% excise tax as well as
retroactive recognition of income, penalties and interest. By undertaking the transaction, we and Mr. Williamson believed that the adverse tax
consequences that might have resulted under the proposed regulations would be avoided. The potential tax issue arose because of the terms of an
amendment to Mr. Williamson�s employment agreement that was executed on September 15, 2005, some two weeks before the proposed
regulations were released. Mr. Williamson�s original employment agreement, executed on October 23, 2002, provided that his stock options
would expire following specified terminations of his employment at the end of the term of his employment agreement. In recognition of the
original intent of the parties in consummating the employment agreement, Mr. Williamson�s stock options were modified in the second
amendment so as to expire three years and five years, respectively, following the occurrence of a constructive termination or a termination
resulting from a change in control. The transaction was designed to provide Mr. Williamson with the previously agreed upon three- and
five-year exercise periods following the above-mentioned contingencies.

Please see the narrative discussion accompanying �Executive Compensation�Summary Compensation Table for 2006� above for information
regarding the vesting of all outstanding equity-based awards in connection with the LS Power Merger.
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Outstanding Equity Awards at 2006 Fiscal Year-End

The following table sets forth certain information regarding unexercised option awards, unvested stock awards and performance unit awards
made to each Named Executive Officer that were outstanding as of December 31, 2006. The table does not include information regarding
equity-based awards related to 2006 performance that were granted to the Named Executive Officers in March 2007. For a discussion of these
equity-based awards, please read �Compensation Discussion and Analysis�Named Executive Officer Compensation� above. The vesting schedules
for each type of award are described in the footnotes to the table, and the vesting date for each award can be determined by referring to the grant
date for each award in the table.

Option Awards Stock Awards

Name
Grant
Date

Number of
Securities

Underlying
Unexercised

Options
Exercisable

Number of
Securities

Underlying
Unexercised

Options
Unexercisable

Option
Exercise
Price(1)

Option
Expiration

Date

Number
of Shares
or Units
of Stock

That
Have Not
Vested(2)

Market
Value of
Shares or
Units of
Stock
That

Have Not
Vested(3)

Equity
Incentive

Plan
Awards:

Number of
Unearned

Shares,
Units or
Other

Rights That
Have Not
Vested(4)

Equity
Incentive Plan

Awards:
Market or

Payout
Value

of
Unearned

Shares,
Units

or Other
Rights That

Have Not
Vested(5)

Bruce A. Williamson 02/10/04 �  �  $ �  �  435,268 $ 3,151,340 �  $ �  
01/19/05 0 0 $ 0.00 01/19/15 196,326 $ 1,421,400 �  $ �  
03/16/06 0 1,887,248 $ 4.88 03/16/16 163,935 $ 1,186,889 8,000 $ 800,000

Stephen A. Furbacher 11/13/97 22,848 0 $ 13.04 11/13/07 �  $ �  �  $ �  
11/19/98 63,304 0 $ 10.01 11/19/08 �  $ �  �  $ �  
11/19/99 121,407 0 $ 16.62 11/19/09 �  $ �  �  $ �  
01/19/01 60,000 0 $ 47.19 01/19/11 �  $ �  �  $ �  
12/20/01 87,779 0 $ 23.85 12/21/11 �  $ �  �  $ �  
02/04/03 90,000 0 $ 1.77 02/04/13 �  $ �  �  $ �  
02/10/04 53,050 26,525 $ 4.48 02/10/14 37,109 $ 268,669 �  $ �  
01/19/05 29,600 59,198 $ 4.30 01/19/15 27,267 $ 197,413 �  $ �  
03/16/06 0 229,886 $ 4.88 03/16/16 40,984 $ 296,724 2,000 $ 200,000

Holli C. Nichols 05/22/00 3,690 0 $ 35.28 05/22/10 �  $ �  �  $ �  
01/19/01 8,482 0 $ 47.19 01/19/11 �  $ �  �  $ �  
09/28/01 16,233 0 $ 34.65 09/29/11 �  $ �  �  $ �  
12/20/01 13,008 0 $ 23.85 12/21/11 �  $ �  �  $ �  
02/04/03 15,000 0 $ 1.77 02/04/13 �  $ �  �  $ �  
02/10/04 16,753 8,376 $ 4.48 02/10/14 11,719 $ 84,846 �  $ �  
01/19/05 8,880 17,759 $ 4.30 01/19/15 8,180 $ 59,223 �  $ �  
03/16/06 0 114,943 $ 4.88 03/16/16 20,492 $ 148,362 1,000 $ 100,000

J. Kevin Blodgett 10/16/00 2,571 0 $ 50.63 10/16/10 �  $ �  �  $ �  
01/19/01 3,337 0 $ 47.19 01/19/11 �  $ �  �  $ �  
12/20/01 7,077 0 $ 23.85 12/21/11 �  $ �  �  $ �  
02/04/03 2,666 0 $ 1.77 02/05/13 �  $ �  �  $ �  
02/10/04 11,169 5,584 $ 4.48 02/10/14 7,813 $ 56,566 �  $ �  
01/19/05 11,248 22,495 $ 4.30 01/19/15 10,362 $ 75,021 �  $ �  
03/16/06 0 114,943 $ 4.88 03/16/16 20,492 $ 148,362 1,000 $ 100,000

Lynn A. Lednicky 06/27/97 16,953 0 $ 11.19 06/27/07 �  $ �  �  $ �  
11/13/97 13,086 0 $ 13.04 11/13/07 �  $ �  �  $ �  
05/06/98 13,800 0 $ 4.10 05/06/08 �  $ �  �  $ �  
05/06/98 1 0 $ 10.51 05/06/08 �  $ �  �  $ �  
11/19/98 9,936 0 $ 1.47 11/19/08 �  $ �  �  $ �  
11/19/98 10,499 0 $ 10.01 11/19/08 �  $ �  �  $ �  
11/19/99 20,542 0 $ 16.62 11/19/09 �  $ �  �  $ �  
09/28/01 13,527 0 $ 34.65 09/29/11 �  $ �  �  $ �  
01/19/01 23,582 0 $ 47.19 01/19/05 �  $ �  �  $ �  
12/20/01 33,935 0 $ 23.85 12/21/11 �  $ �  �  $ �  
02/04/03 30,000 0 $ 1.77 02/04/13 �  $ �  �  $ �  
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02/10/04 13,961 6,980 $ 4.48 02/10/14 9,766 $ 70,706 �  $ �  
01/19/05 11,248 22,495 $ 4.30 01/19/15 10,362 $ 75,021 �  $ �  
03/16/06 0 114,943 $ 4.88 03/16/16 20,492 $ 148,362 1,000 $ 100,000

(1) Stock options have a three-year ratable vesting schedule, with 1/3 of each award vesting each year.
(2) Restricted stock awards vest three years from the date of grant.
(3) The market value of the restricted stock awards is based on the closing market price of our Class A common stock on December 31, 2006 of $7.24.
(4) Performance unit awards generally are determined at the end of a three-year performance period, except in special circumstances, including a change in

control.
(5) The market value of the performance units is based on achieving the target level for such awards.
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Please see the narrative discussion accompanying �Executive Compensation�Summary Compensation Table for 2006� above for information
regarding the vesting of all outstanding equity-based awards in connection with the LS Power Merger.

Option Exercises and Stock Vested in 2006

In 2006, no option awards were exercised by our Named Executive Officers and no stock awards vested.

Pension Benefits

The following table sets forth certain information with respect to the Retirement Plan as it provides for payment at, following, or in connection
with retirement for the Named Executive Officers as of December 31, 2006.

Name Plan Name

Number of
Years Credited

Service(1)

Present Value of
Accumulated

Benefit
Payments During
Last Fiscal Year

Bruce A. Williamson Dynegy Inc. Retirement Plan 4.17 $ 57,339 �  
Stephen A. Furbacher Dynegy Inc. Retirement Plan 6.00 $ 57,144 �  
Holli C. Nichols Dynegy Inc. Retirement Plan 6.00 $ 76,350 �  
J. Kevin Blodgett Dynegy Inc. Retirement Plan 6.00 $ 68,282 �  
Lynn A. Lednicky Dynegy Inc. Retirement Plan 6.00 $ 52,027 �  

(1) Dynegy�s contributions to the Retirement Plan vest at a rate of 25% per year. All of our Named Executive Officers are fully vested in all
past and future Dynegy contributions based on their years of credited service.

Our Named Executive Officers are eligible for qualified pension benefits only under the Retirement Plan. The pension benefit is based on the
portable retirement benefit portion of the Retirement Plan, which provides a defined benefit that grows each year at a variable rate (30-year
Treasury rate). This benefit, which was introduced in 2001, provides an annual contribution of 6% of each Named Executive Officer�s salary,
capped at $200,000 for 2006.

The present value of accumulated benefits payable to each of the Named Executive Officers under the Retirement Plan was determined using
assumptions consistent with those used in Note 20 of the Notes to Consolidated Financial Statements in our 2006 Form 10-K.

Nonqualified Deferred Compensation

The Deferred Compensation Plan, a legacy nonqualified executive compensation deferral program, was suspended in 2003. Only one of our
Named Executive Officers, Mr. Lednicky, has a remaining balance in the Deferred Compensation Plan. No contributions under the Deferred
Compensation Plan were made by any of the Named Executive Officers or by Dynegy during fiscal year 2006.

The following table sets forth information with respect to the Deferred Compensation Plan in 2006.

Name

Executive
Contributions in

Last FY

Registrant
Contributions in

Last FY

Aggregate
Earnings in
Last FY(1)

Aggregate
Withdrawals /
Distributions

Aggregate
Balance at
Last FYE

Bruce A. Williamson $       � $       � $ �  $       � $ �  
Stephen A. Furbacher $ � $ � $ �  $ � $ �  
Holli C. Nichols $ � $ � $ �  $ � $ �  
J. Kevin Blodgett $ � $ � $ �  $ � $ �  
Lynn A. Lednicky $ � $ � $ 24,874 $ � $ 180,468

(1) The amount shown for Mr. Lednicky under �Aggregate Earnings in Last FY� is also included in the amount shown for him in the �Change in
Pension Value and Nonqualified Deferred Compensation Earnings� in the Summary Compensation Table.
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Potential Payments Upon Termination or Change in Control

We have entered into certain agreements and maintain certain plans, as described below, that require us to provide certain payments and benefits
to some or all of our Named Executive Officers as a result of voluntary resignation, for cause and without cause termination, constructive
termination, a change in control, retirement, death, and disability. We generally seek to minimize the number of employment agreements we
have with our senior executives. At present, Mr. Williamson is our only executive officer with an employment agreement.

Bruce A. Williamson Employment Agreement.    Mr. Williamson entered into an employment agreement with Dynegy Illinois upon becoming
its CEO and President effective October 23, 2002. Dynegy Illinois amended Mr. Williamson�s employment agreement on August 17, 2005,
September 15, 2005 and March 16, 2006. These amendments, among other things, renewed and extended Mr. Williamson�s employment
agreement through October 23, 2007. In connection with the transactions described in �Transactions with Related Persons, Promoters and Certain
Control Persons�The LS Power Merger,� we assumed the employment agreement.

The employment agreement entitles Mr. Williamson to a base salary of $1,000,000 annually, subject to increase at the discretion of the Board,
and the annual opportunity to earn additional bonus amounts, dependent upon specified financial or performance objectives, as a participant in
our incentive compensation plan at the discretion of the Board. Mr. Williamson�s annual base salary has not increased above $1,000,000.

The employment agreement provides that Mr. Williamson is eligible to receive stock option grants each year during the term of the employment
agreement at the discretion of the Board. Please read �Compensation Discussion and Analysis� above for a discussion of the annual cash bonus
and long-term incentives awarded to Mr. Williamson for 2006. The employment agreement also contains non-compete provisions if
Mr. Williamson�s employment is terminated. Under the non-compete provisions, Mr. Williamson would be prohibited from directly or indirectly
engaging in any business defined as our �competitor� within a 50 mile radius of our principal office for a period of 12 months following the
termination of his employment for any reason.

Under the employment agreement, in the event of Mr. Williamson�s death or disability, his employment would be terminated and he or his estate
would receive his base salary for 12 months following the month in which his employment was terminated. He or his estate would also receive
all medical, dental and vision benefits Dynegy maintained for him and his family for 12 months following the date his employment was
terminated. In addition, stock options previously granted to Mr. Williamson would vest and would be exercisable for a period of 12 months
following the date his employment was terminated. If Mr. Williamson�s employment is terminated for cause or he voluntarily resigns, other than
a voluntary resignation in connection with a �constructive termination� or a change in control as described below, we do not have any further
obligations to Mr. Williamson other than payment of amounts due before such termination.

The employment agreement includes provisions governing the payment of severance benefits if Mr. Williamson�s employment is terminated by
Dynegy without cause or due to resignation following a �constructive termination,� as defined in the employment agreement. Generally, the term
�constructive termination� includes a reduction in base salary, a material breach of the employment agreement by Dynegy or relocation outside of
the Houston metropolitan area. Upon termination without cause or due to resignation following a �constructive termination,� Mr. Williamson
would receive (i) the severance benefits for which he would be eligible under our Amended and Restated Executive Severance Pay Plan, as
described below in ��Severance-Eligible Terminations,� and (ii) a lump sum payment equal to the value of the 401(k) Plan matching contribution
and the Retirement Plan benefit he otherwise would have received through the end of the applicable term of the employment agreement. In
addition, any stock options, restricted stock awards, phantom stock and other equity-based awards granted to Mr. Williamson during his term of
employment would vest immediately.

Further, if Mr. Williamson�s employment is terminated without cause or due to a resignation following either a �constructive termination� or a
significant diminution of Mr. Williamson�s responsibilities, and such
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termination occurs within 60 days before or one year following specified change of control events, Mr. Williamson would be entitled to change
in control severance payments as described below in ��Change in Control,� with the following exception: Mr. Williamson would be entitled to
receive a lump sum cash payment equal to 2.99 times the greater of (i) the sum of his (A) annual base salary and (B) target annual cash bonus
under our incentive plans for the year in which employment is terminated or (ii) the sum of his (A) average annual base salary and (B) average
annual cash bonus under our incentive plans for the three calendar years immediately prior to the calendar year in which his employment is
terminated.

Voluntary Resignation and Termination for Cause.    Our Named Executive Officers are not entitled to payments or benefits in connection
with a voluntary resignation or termination for cause, other than payments for amounts due before such termination. Under our company policy
applicable to all employees, a Named Executive Officer terminated under such circumstances would be entitled to vacation pay accrued up to the
month of termination. A Named Executive Officer would be able to exercise any vested options on or before the date of termination upon
termination for cause and for a 90-day period after the date of termination upon a voluntary resignation. Vested options that were not exercised
on or before the date of termination, in the case of termination for cause, or before the end of the 90-day period, in the case of voluntary
resignation, unvested options, restricted stock and performance units would all be forfeited upon termination in accordance with the applicable
award agreement.

Severance-Eligible Terminations.    Pursuant to our Amended and Restated Executive Severance Pay Plan, as amended, or our Executive
Severance Pay Plan, our executives are entitled to payment of severance benefits if their employment is terminated due to a reduction in work
force, a position elimination, an office closing, or a mutually satisfactory resignation. Severance benefits under the Executive Severance Pay
Plan, which are payable in a lump sum or as a salary continuation at our sole discretion (unless otherwise specified), include:

� severance pay equal to one month of base pay for each full, completed year of continuous service with Dynegy and a pro-rated
amount for each partial year of continuous service, subject to the following requirements:

� for the Chief Executive Officer and Chief Operating Officer, 24 months of base pay;

� for any Executive Vice President, 12 months of base pay;

� for any Senior Vice President, minimum nine months of base pay; and

� for any Vice President or Managing Director, minimum six months of base pay;

� continued participation in our group health care plan that provides medical and dental coverage for a period of time equal to the
number of months of base pay such executive receives under the Executive Severance Pay Plan, provided the executive continues to
pay premiums at active employee rates, with such coverage ending immediately upon the executive obtaining new employment and
eligibility for similar coverage; and

� outplacement assistance benefits, as determined by the plan administrator, for a period of time equal to the minimum number of
months of base pay such executive is entitled to receive under the Executive Severance Pay Plan, with such benefits paid directly to
the outplacement assistance provider and not to the executive in a lump sum.

Change in Control.    Our Executive Change in Control Plan provides for the vesting of outstanding equity-based awards and the payment of
certain severance benefits to our executives in connection with a �change in control,� as defined in the Change in Control Plan.

Under the Change in Control Plan, any outstanding stock options, restricted stock awards, phantom stock and other equity-based awards
previously granted to our executives will immediately vest upon the occurrence of a �change in control� and will be exercisable from such date for
the lesser of (i) five years from the date of the
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�change in control,� (ii) the remaining period of time for exercise of the award under the applicable award agreement, or (iii) such period of time
as the Board may determine in connection with the �change in control� in the exercise of its discretion under the applicable plan.

In addition, each of our executives is entitled to severance benefits if, no earlier than 60 days before or within one year of a �change in control,�
such executive is subject to an �involuntary termination,� as defined in the Change in Control Plan. In general, an executive experiences an
�involuntary termination� if such executive is:

� terminated without cause; or

� suffers a material reduction in authority or duties, a reduction in base salary or relocation to a location 50 miles or more from the
previous principal employment location.

Severance benefits under the Change in Control Plan include:

� a lump sum cash payment equal to

� for the Chief Executive Officer or Chief Operating Officer, 2.99 times such executive�s �annual compensation,� which is defined
in the agreement as the sum of any covered executive�s (i) annual base salary and (ii) target cash bonus under our short-term
incentive plans, for the period in which employment is terminated;

� for any Executive Vice President, 2.50 times such executive�s annual compensation;

� for any Senior Vice President or Vice President, 1.50 times such executive�s annual compensation;

� for any Managing Director, 1.00 times such executive�s annual compensation;

� a lump sum cash payment equal to the aggregate target annual incentive compensation under any applicable short-term incentive
compensation plan for the fiscal year during which such termination of employment occurs (determined as if all applicable goals and
targets had been satisfied in full), pro-rated to the date of such executive�s termination;

� all medical, dental and vision benefits maintained for such executive as of the termination date, contingent upon continued payment
of premiums by such executive at active employee rates for a period equal to (i) 36 months from termination for the Chief Executive
Officer and Chief Operating Officer, (ii) 30 months from termination for any Executive Vice President, (iii) 18 months for any a
Senior Vice President or Vice President, and (iv) 12 months for any Managing Director; and

� outplacement assistance benefits at least equivalent to those that would have been provided to the Named Executive Officer before
the �change in control.�

The Change in Control Plan also provides Section 280G gross-up protection for any severance benefits that might be paid upon a termination as
a result of a �change in control,� entitling the executive to gross-up payments equal to any excise taxes that would be owed on such severance
benefits, including any excise taxes that would be owed on any gross-up payments.

Please read �Compensation Discussion and Analysis�Elements of Executive Compensation�Change in Control Arrangements� above for a
discussion of amendments to our Change in Control Plan in April 2007.
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Retirement.    Mr. Furbacher is our only Named Executive Officer who has reached eligibility age for payments upon retirement in addition to
the payments described in ��Pension Benefits� above.

Death or Disability.    All of our employees may elect to participate in our disability policy, and any participating employee would be entitled to
long-term disability benefits under such disability policy if he or she paid the required premiums. All of our Named Executive Officers have
elected to participate in our disability
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policy. Under such policy, (i) Mr. Williamson would be entitled to $300,000 per year in long-term disability benefits for the duration of his
disability or until he reached 65 years of age and (ii) the other Named Executive Officers would be entitled to 60% per year of their respective
base salaries in effect at the time they became disabled for the duration of their disability or until they reached 65 years of age.

In the event of death, the medical, dental and vision benefits Dynegy maintained for the deceased Named Executive Officer (other than
Mr. Williamson, whose health benefits in the event of death or disability are discussed above under ��Bruce A. Williamson Employment
Agreement�) and his or her family would be maintained for three months after the date of termination, provided that such Named Executive
Officer�s heirs continue to pay the required premiums. Health benefits in the event of disability vary depending on the type of disability. The
Named Executive Officer�s 401(k) Plan contributions and Retirement Plan benefits would be paid to their estate upon death and would be paid
out in accordance with their original terms upon disability.

In addition, each Named Executive Officer�s equity-based awards would vest upon death or disability in accordance with the applicable award
agreement.

Potential Payments and Benefits.    The following tables describe the estimated potential payments we would be required to make to our Named
Executive Officers under the agreements and plans described above upon termination of their employment under various circumstances. The
following assumptions and general principles apply with respect to these tables:

� The amounts shown assume the applicable termination event took place on December 29, 2006, the last business day of the year;

� The price per share used to calculate the value of the equity-based payments is the closing price of our Class A common stock on
December 29, 2006 of $7.24;

� The amounts shown as �Base Salary� under the �Change in Control� column are the lump sum cash payments described as annual
compensation under ��Change in Control;�

� In the event of a termination in connection with retirement, death, or disability, performance unit awards would be paid out in
accordance with their original schedule and performance criteria. For purposes of the tables, the payout amounts for performance
units in connection with such terminations are calculated at the target level, although the actual payout at the end of the applicable
three-year performance period could be at the threshold or maximum depending on the achievement of the performance goals;

� In the event of a termination in connection with a change in control, performance unit awards would be paid out at the target level;

� In the event of a constructive termination, termination without cause, or a severance-eligible termination, performance unit awards
would be paid out at the target level, but the payment would be prorated by multiplying the payment by a fraction, the numerator of
which would be the number of calendar days that elapsed between the date of termination and the effective date of the award and the
denominator of which would be 1,080;

� The amounts shown for �Medical, Dental and Vision Benefits� under the �Severance-Eligible Terminations� column assume that the
applicable Named Executive Officer continued to participate in our group health care for the maximum period of time permitted for
such Named Executive Officer under the Executive Severance Pay Plan; and

� The amounts shown for �Accidental Death & Dismemberment Insurance Proceeds� under the �Disability� column is the maximum
payment available under the applicable accidental death and disability policy. The actual value could be lower depending on the type
of disability.
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� The amounts shown for �280G Gross-Up� incorporate items included in such calculations that are not reflected in the tables because
they do not discriminate in favor of the Named Executive Officers and are available generally to all employees.
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Voluntary
Resignation /

For Cause
Termination(1)

Constructive
Termination /
Without Cause

Termination
Change in
Control(2) Disability(3) Death

Bruce A. Williamson
Base Salary $ 0 $ 2,000,000 $ 7,475,000 $ 1,000,000 $ 1,000,000
Short-Term Incentive Bonus $ 0 $ 0 $ 1,000,000 $ 0 $ 0
Accelerated Stock Options $ 0 $ 4,453,905 $ 4,453,905 $ 4,453,905 $ 4,453,905
Accelerated Restricted Stock $ 0 $ 5,759,630 $ 5,759,630 $ 5,759,630 $ 5,759,630
Accelerated Performance Units $ 0 $ 211,111 $ 800,000 $ 800,000 $ 800,000
Incremental Non-Qualified Pension $ 0 $ 24,750 $ 24,750 $ 0 $ 0
Medical, Dental and Vision Benefits $ 0 $ 23,306 $ 34,959 $ 11,653 $ 11,653
Life Insurance Proceeds $ 0 $ 0 $ 0 $ 0 $ 1,000,000
Accidental Death & Dismemberment Insurance Proceeds $ 0 $ 0 $ 0 $ 1,000,000 $ 1,000,000
Out-placement Services $ 0 $ 12,000 $ 12,000 $ 0 $ 0
280G Gross-Up $ 0 $ 7,056,394 $ 11,114,671 $ 0 $ 0
Total $ 0 $ 19,541,096 $ 30,674,915 $ 13,025,188 $ 14,025,188

(1) Mr. Williamson did not have any vested options as of December 29, 2006.
(2) As described above under ��Bruce A. Williamson Employment Agreement,� Mr. Williamson is entitled to receive a lump sum cash payment

equal to 2.99 times the greater of (i) the sum of his (A) annual base salary and (B) target annual cash bonus under our incentive plans, for
the year in which employment is terminated or (ii) the sum of his (A) average annual base salary and (B) average annual cash bonus under
our incentive plans, for the three calendar years immediately prior to the calendar year in which his employment is terminated. The second
option was used to calculate �Base Salary� under the �Change in Control� column.

(3) Mr. Williamson would not receive long-term disability benefits until approximately year four of his continued disability as the disability
payments to which he would be entitled under his employment agreement would offset the long-term disability benefits to which he would
be entitled under our disability policy until that time.

Voluntary
Resignation /

For Cause
Termination

Severance-
Eligible

Terminations(1)
Change in

Control Retirement Disability Death
Stephen A. Furbacher
Base Salary $ 0 $ 1,000,000 $ 2,961,251 $ 0 $ 300,000 $ 0
Short-Term Incentive Bonus $ 0 $ 0 $ 500,000 $ 0 $ 0 $ 0
Accelerated Stock Options $ 716,922 $ 1,506,704 $ 1,506,704 $ 1,506,704 $ 1,506,704 $ 1,506,704
Accelerated Restricted Stock $ 0 $ 762,806 $ 762,806 $ 762,806 $ 762,806 $ 762,806
Accelerated Performance Units $ 0 $ 52,778 $ 200,000 $ 200,000 $ 200,000 $ 200,000
Incremental Non-Qualified Pension $ 0 $ 0 $ 0 $ 0 $ 0 $ 0
Medical, Dental and Vision Benefits $ 0 $ 11,653 $ 11,653 $ 0 $ 0 $ 2,913
Life Insurance Proceeds $ 0 $ 0 $ 0 $ 0 $ 0 $ 500,000
Accidental Death & Dismemberment Insurance
Proceeds $ 0 $ 0 $ 0 $ 0 $ 500,000 $ 500,000
Out-placement Services $ 0 $ 12,000 $ 12,000 $ 0 $ 0 $ 0
280G Gross-Up $ 0 $ 1,780,122 $ 3,276,249 $ 0 $ 0 $ 0
Total $ 716,922 $ 5,126,063 $ 9,230,663 $ 2,469,510 $ 3,269,510 $ 3,472,423

(1) As described above under ��Severance-Eligible Terminations,� our Named Executive Officers (other than Mr. Williamson, whose eligibility
for severance payments is described above under ��Bruce A. Williamson Employment Agreement�) are entitled to payment of severance
benefits under our Executive Severance Pay Plan if their employment is terminated due to a reduction in work force, a position
elimination, an office closing, or a mutually satisfactory resignation.
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Voluntary
Resignation /

For Cause
Termination

Severance-
Eligible

Terminations(1)
Change in

Control Disability Death
Holli C. Nichols
Base Salary $ 0 $ 290,000 $ 1,450,000 $ 174,000 $ 0
Short-Term Incentive Bonus $ 0 $ 0 $ 290,000 $ 0 $ 0
Accelerated Stock Options $ 154,395 $ 500,990 $ 500,990 $ 500,990 $ 500,990
Accelerated Restricted Stock $ 0 $ 292,431 $ 292,431 $ 292,431 $ 292,431
Accelerated Performance Units $ 0 $ 26,389 $ 100,000 $ 100,000 $ 100,000
Incremental Non-Qualified Pension $ 0 $ 0 $ 0 $ 0 $ 0
Medical, Dental and Vision Benefits $ 0 $ 3,812 $ 3,812 $ 0 $ 953
Life Insurance Proceeds $ 0 $ 0 $ 0 $ 0 $ 290,000
Accidental Death & Dismemberment Insurance Proceeds $ 0 $ 0 $ 0 $ 290,000 $ 290,000
Out-placement Services $ 0 $ 12,000 $ 12,000 $ 0 $ 0
280G Gross-Up $ 0 $ 509,268 $ 58,603 $ 0 $ 0
Total $ 154,395 $ 1,634,890 $ 2,707,836 $ 1,357,421 $ 1,474,374

J. Kevin Blodgett
Base Salary $ 0 $ 290,000 $ 1,450,000 $ 174,000 $ 0
Short-Term Incentive Bonus $ 0 $ 0 $ 290,000 $ 0 $ 0
Accelerated Stock Options $ 78,479 $ 431,291 $ 431,291 $ 431,291 $ 431,291
Accelerated Restricted Stock $ 0 $ 279,949 $ 279,949 $ 279,949 $ 279,949
Accelerated Performance Units $ 0 $ 26,389 $ 100,000 $ 100,000 $ 100,000
Incremental Non-Qualified Pension $ 0 $ 0 $ 0 $ 0 $ 0
Medical, Dental and Vision Benefits $ 0 $ 11,653 $ 11,653 $ 0 $ 2,913
Life Insurance Proceeds $ 0 $ 0 $ 0 $ 0 $ 290,000
Accidental Death & Dismemberment Insurance Proceeds $ 0 $ 0 $ 0 $ 290,000 $ 290,000
Out-placement Services $ 0 $ 12,000 $ 12,000 $ 0 $ 0
280G Gross-Up $ 0 $ 464,070 $ 1,337,959 $ 0 $ 0
Total $ 78,479 $ 1,515,352 $ 3,912,852 $ 1,275,240 $ 1,394,153

Lynn A. Lednicky
Base Salary $ 0 $ 290,000 $ 1,450,000 $ 174,000 $ 0
Short-Term Incentive Bonus $ 0 $ 0 $ 290,000 $ 0 $ 0
Accelerated Stock Options $ 336,381 $ 693,046 $ 693,046 $ 693,046 $ 693,046
Accelerated Restricted Stock $ 0 $ 294,089 $ 294,089 $ 294,089 $ 294,089
Accelerated Performance Units $ 0 $ 26,389 $ 100,000 $ 100,000 $ 100,000
Incremental Non-Qualified Pension $ 0 $ 0 $ 0 $ 0 $ 0
Medical, Dental and Vision Benefits $ 0 $ 11,653 $ 11,653 $ 0 $ 2,913
Life Insurance Proceeds $ 0 $ 0 $ 0 $ 0 $ 290,000
Accidental Death & Dismemberment Insurance Proceeds $ 0 $ 0 $ 0 $ 290,000 $ 290,000
Out-placement Services $ 0 $ 12,000 $ 12,000 $ 0 $ 0
280G Gross-Up $ 0 $ 622,953 $ 1,496,842 $ 0 $ 0
Total $ 336,381 $ 1,950,130 $ 4,347,630 $ 1,551,135 $ 1,670,048

(1) As described above under ��Severance-Eligible Terminations,� our Named Executive Officers (other than Mr. Williamson, whose eligibility
for severance payments is described above under ��Bruce A. Williamson Employment Agreement�) are entitled to payment of severance
benefits under our Executive Severance Pay Plan if their employment is terminated due to a reduction in work force, a position
elimination, an office closing, or a mutually satisfactory resignation.

Compensation Committee Interlocks and Insider Participation

The Compensation and Human Resources Committee has neither interlocks nor insider participation.
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AUDIT AND COMPLIANCE COMMITTEE REPORT

Our Board has established an Audit and Compliance Committee of independent directors, which operates under a written charter adopted by the
Board. The charter, which was amended and restated in November 2006, is available in the �Corporate Governance� section of our web site at
www.dynegy.com. Our management is responsible for establishing a system of internal controls and for preparing our consolidated financial
statements in accordance with generally accepted accounting principles. Our independent registered public accountants,
PricewaterhouseCoopers LLP, are responsible for auditing our consolidated financial statements in accordance with standards of the Public
Company Accounting Oversight Board (United States) and issuing their report based on that audit. Under the Audit and Compliance Committee�s
charter, the primary function of the Audit and Compliance Committee is to assist the Board in fulfilling its oversight responsibilities as to (i) the
integrity of our financial statements, (ii) our compliance with legal and regulatory requirements and our Code of Business Conduct and Ethics,
(iii) the independent registered public accountants� qualifications and independence, (iv) the performance of our internal audit function and the
independent registered public accountants and (v) the performance of our risk assessment and risk management policies. The Audit and
Compliance Committee is also directly responsible for selecting and evaluating the independent registered public accountants, reviewing, with
the independent registered public accountants, the plans and scope of the audit engagement and reviewing with the independent registered public
accountants their objectivity and independence.

In connection with the preparation of the audited financial statements included in our Annual Report on Form 10-K for the year ended
December 31, 2006:

� The Audit and Compliance Committee reviewed and discussed the audited financial statements with the independent registered
public accountants and management.

� The Audit and Compliance Committee discussed with the independent registered public accountants the matters required to be
discussed by Statement on Auditing Standards No. 61, as amended. In general, these auditing standards require the independent
registered public accountants to communicate to the Audit and Compliance Committee certain matters that are incidental to the audit,
such as any initiation of, or changes to, significant accounting policies, management judgments, accounting estimates and audit
adjustments; disagreements with management; and the independent registered public accountants� judgment about the quality of our
accounting principles.

� The Audit and Compliance Committee received from the independent registered public accountants the written disclosures and the
letter regarding their independence required by Independence Standards Board Standard No. 1 and discussed with the independent
registered public accountants their independence. In general, Independence Standards Board Standard No. 1 requires the independent
registered public accountants to disclose to the Audit and Compliance Committee any relationship between the independent
registered public accountants and its related entities and us that in the independent registered public accountants� professional
judgment may reasonably be thought to bear on independence. The Audit and Compliance Committee also considered whether the
independent registered public accountants� provision of non-audit services to us was compatible with maintaining their independence.

Based on the review and discussions noted above, the Audit and Compliance Committee recommended to the Board that the audited
consolidated financial statements for the year ended December 31, 2006 be included in our Annual Report on Form 10-K filed with the SEC.

This report is submitted by the members of the Audit and Compliance Committee of the Board as of March 7, 2007:

Robert C. Oelkers (Chairman)

Victor E. Grijalva

George L. Mazanec

William L. Trubeck
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INDEPENDENT REGISTERED PUBLIC ACCOUNTANTS

Principal Accounting Fees and Services

The firm of PricewaterhouseCoopers LLP, or PwC, was our independent registered public accountant from 2002 through the review of our
unaudited financial statements for the first quarter ending March 31, 2007, which we expect to be complete in May 2007. Our Audit and
Compliance Committee has approved the selection of Ernst & Young LLP as the independent registered public accountant to examine our
accounts and the accounts of our consolidated subsidiaries for the year ending December 31, 2007 commencing with the review of our unaudited
financial statements for the second quarter ending June 30, 2007. Set forth below is a summary of the fees we paid PwC for professional services
rendered for the years ended December 31, 2006 and 2005.

Audit Fees.    As of April 6, 2007, audit fees billed by PwC for professional services provided in the years ended December 31, 2006 and 2005
approximated $4.4 million and $6.3 million, respectively. Of the $4.4 million billed for 2006, approximately $3.8 million relates to the
integrated audit of our 2006 consolidated financial statements and the audit of the 2006 consolidated financial statements of Dynegy Holdings
Inc., or DHI, our wholly owned subsidiary and an SEC filer, approximately $0.5 million relates to the audit of our 2005 consolidated financial
statements and the 2005 consolidated financial statements of DHI, and $0.1 million relates to statutory audits of various of our consolidated
subsidiaries.

Of the $6.3 million billed for 2005, approximately $4.8 million relates to the integrated audit of our 2005 consolidated financial statements and
the audit of the 2005 consolidated financial statements of DHI, approximately $0.7 million relates to statutory audits of various of our
consolidated subsidiaries, and approximately $0.2 million relates to the audit of our 2004 consolidated financial statements and the 2004
consolidated financial statements of DHI. In addition, $0.4 million relates to audit fees associated with our sale of our midstream natural gas
business, which were reimbursed to us by the buyer, Targa Resources.

Audit-Related Fees.    There were no audit-related fees billed by PwC for professional services provided in the years ended December 31, 2006
and 2005.

Tax Fees.    As of April 6, 2007, tax fees billed by PwC for professional services provided in the years ended December 31, 2006 and 2005
approximated $0 and $2,200, respectively, related to state tax compliance work.

All Other Fees.    As of April 6, 2007, all other fees billed by PwC for professional services provided in the years ended December 31, 2006 and
2005 approximated $31,000 and $5,000, respectively, related to software and reference materials.

All of the fees and services described above under �audit fees,� �audit-related fees,� �tax fees� and all other fees� were approved under the Audit and
Compliance Committee�s pre-approval policy and pursuant to Section 202 of SOX. None of the services described above were provided to us
pursuant to the de minimus exception provided for in applicable SEC rules and regulations.

Audit and Compliance Committee Pre-Approval Policy

The Audit and Compliance Committee is responsible for appointing, setting compensation for and overseeing the work of our independent
registered public accountants. The Audit and Compliance Committee has established a policy requiring its pre-approval of all audit and
permissible non-audit services to be provided by our independent registered public accountants in order to assure that the provision of such
services does not impair the auditors� independence. The policy, as amended, provides for the general pre-approval of specific types of services,
gives detailed guidance to management as to the specific audit, audit-related and tax services that are eligible for general pre-approval and
provides specific cost limits for each such service on an annual basis. The policy requires specific pre-approval of the annual audit engagement,
most statutory or subsidiary
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audits and all permissible non-audit services for which no general pre-approval exists. For both audit and non-audit pre-approvals, the Audit and
Compliance Committee considers whether such services are consistent with applicable law and SEC rules and regulations concerning auditor
independence.

The policy delegates to the chairman of the Audit and Compliance Committee the authority to grant certain specific pre-approvals within the
specified limits approved by the Audit and Compliance Committee; provided, however, that between regularly scheduled meetings the chairman
may grant pre-approval with respect to extensions of or changes to services that have previously been pre-approved by the Audit and
Compliance Committee in amounts up to $50,000. The chairman is required to report the granting of any pre-approvals to the Audit and
Compliance Committee at its next regularly scheduled meeting. The policy prohibits the Audit and Compliance Committee from delegating to
management such Committee�s responsibility to pre-approve services performed by the independent registered public accountants. In fact, if
making the determination as to whether a particular service is of the type generally pre-approved by the Audit and Compliance Committee
requires our management to exercise any independent judgment or discretion, such service may not be provided by the independent registered
public accountants unless such service is authorized by the chairman or specifically pre-approved by such Committee. When Dynegy engages
the independent auditor to perform services based on a general pre-approval, our CFO or, in his or her absence, our Controller is required to, as
soon thereafter as reasonably practicable, notify the chairman of such engagement and provide a detailed description of the type and scope of
services, proposed staffing, a budget of the proposed fees for such services and a general timetable for the performance of such services.

Requests for pre-approval of services must be detailed as to the particular services proposed to be provided and are to be submitted by our CFO
or, in his or her absence, our Controller. Generally, each such request must include a joint statement to the effect that neither the submitting
officer nor the independent registered public accountants believe the proposed engagement would impair the auditors� independence. In addition,
each such request generally must include a detailed description of the type and scope of services, proposed staffing, a budget of the proposed
fees for such services and a general timetable for the performance of such services.

Charitable Contributions

During 2006, we did not make any contributions to any charitable organization in which an independent director served as an executive officer.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires our executive officers, directors and persons who own more than 10% of a registered class of our
equity securities to file reports of ownership and changes in ownership with the SEC and the NYSE. Executive officers, directors and
greater-than-10% stockholders are required by SEC regulations to furnish us with copies of all Section 16(a) forms they file.

Based solely upon a review of the copies of such forms furnished to us in 2006 and upon written representations that no Forms 5 were required,
we believe that all persons subject to these reporting requirements filed the required reports on a timely basis.

TRANSACTIONS WITH RELATED PERSONS, PROMOTERS AND CERTAIN CONTROL PERSONS

The LS Power Merger.    On September 14, 2006, Dynegy Illinois entered into a Plan of Merger, Contribution and Sale Agreement, or the
Merger Agreement, by and among Dynegy, Falcon Merger Sub Co., an Illinois corporation and our wholly owned subsidiary, or Merger Sub,
LSP Gen Investors, LP, LS Power Partners, LP, LS Power Equity Partners PIE I, L.P., LS Power Associates, L.P., and LS Power Equity
Partners, L.P., all Delaware limited partnerships or, collectively, the LS Entities. The following transactions, collectively referred to as the LS
Power Merger, occurred in connection with the completion of the Merger Agreement:

� Merger Sub was merged with and into Dynegy Illinois, as a result of which Dynegy Illinois and its wholly owned subsidiary,
Dynegy Holdings Inc., became our wholly owned subsidiaries;
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� Each share of the Dynegy Illinois� Class A common stock and Class B common stock was converted into the right to receive one
share of our Class A common stock; and

� The LS Entities transferred all of the interests owned by them in entities that own 11 power generation projects to Dynegy in
exchange for (i) 340 million shares of our Class B common stock, (ii) $100 million in cash and (iii) $275 million in aggregate
principal amount of junior unsecured subordinated notes issued by Dynegy (which have been repaid in full).

As part of the LS Power Merger, we adopted our Bylaws, which give the Class B common stock directors certain blocking rights for so long as
the outstanding shares of our Class B common stock represent at least 15% of the total combined voting power of our voting securities. Subject
to certain thresholds and exceptions, the Class B common stock directors may block certain major transactions proposed at meetings of our
Board, including: (i) amending our Certificate of Incorporation or Bylaws, (ii) merging or consolidating, (iii) paying dividends or similar
distributions, (iv) entering into new lines of businesses, (v) liquidating or dissolving, (vi) issuing equity securities above a specified amount,
(vii) incurring debt above a specified amount, (viii) hiring or terminating the chief executive officer and (ix) entering into any business that
would limit the activities of any holder of our Class B common stock or any of its affiliates. To exercise such rights, all Class B common stock
directors present at the meeting of the Board at which such major transaction is proposed must vote against such proposal.

In connection with the LS Power Merger, we entered into various related party transactions described below.

Corporate Opportunity Agreement.    In connection with the LS Power Merger, on September 14, 2006, we entered into a Corporate
Opportunity Agreement with the LS Entities. In general, the Corporate Opportunity Agreement provides that we must inform the LS Entities of
opportunities to acquire operating electrical power generating assets. Each affiliate of the LS Entities, as stockholders, officers or directors of
Dynegy, will have no duty to refrain from competing with us in any business opportunity in which we also have an interest, but the LS Entities�
access to further information developed by us with respect to any such opportunity will be limited. The rights granted to the LS Entities under
the Corporate Opportunity Agreement will be suspended at any time when the outstanding shares of Class B common stock represent less than
15% of our total voting power. Furthermore, the Corporate Opportunity Agreement will terminate when there are no shares of Class B common
stock outstanding or upon a change of control of the LS Entities.

Shareholder Agreement.    We also entered into a Shareholder Agreement dated as of September 14, 2006 with the LS Entities that, among
other things, limits the LS Entities� ownership of our common stock and restricts the manner in which the LS Entities may transfer their shares of
Class B common stock. The LS Entities and their permitted transferees, affiliates and associates, or the LS Control Group, together with
Luminus Management LLC and its affiliates, or Luminus, may not acquire any of our equity securities if, after giving effect to such acquisition,
they would own more than approximately 40% of the total outstanding shares of our common stock. If the LS Control Group owns less than
30% of the total outstanding shares of our common stock, Luminus may acquire our equity securities if, after such acquisition, Luminus would
not own more than 5% of the total outstanding shares of our common stock.

In addition, after the expiration of the earlier of (i) two years from the LS Power Merger, (ii) the date the LS Entities cease to collectively own
15% of our outstanding voting securities and (iii) the occurrence of certain third party offers to acquire more than 25% of Dynegy, such period
referred to as the Lock-Up Period, the LS Entities may make an offer to purchase all of the outstanding shares of our common stock. Upon such
offer, we may either accept the offer or conduct an auction in which the LS Entities may elect, at their option, whether or not to participate. The
LS Entities have the right to top the winning offer at 105% of the offer price in any auction in which they elect not to participate.

The Shareholder Agreement also (i) provides that if the LS Entities or the Class B common stock directors block certain sale transactions with
respect to Dynegy more than twice in any 18 month period, the Board can
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cause an auction for the sale of Dynegy, (ii) prohibits us from issuing Class B common stock to any person other than the LS Entities and
(iii) provides the LS Entities with certain preemptive rights to acquire shares of our common stock in proportion to their then-existing ownership
of our common stock whenever we issue shares of stock or securities convertible into our common stock.

Generally, until the expiration of the Lock-Up Period, the LS Control Group may not transfer their shares, provided that, (i) beginning 180 days
after the LS Power Merger, the LS Control Group may distribute their shares to their permitted transferees; provided that we may block such
distribution for up to 60 days per calendar year in connection with a proposed underwritten public offering; (ii) beginning 180 days after the LS
Power Merger to the date that is 360 days after the LS Power Merger, 21,250,000 shares of Class B common stock may be transferred in widely
dispersed sales, provided that to the extent such number of shares is not transferred during any such 180-day period, any unused amount may be
carried forward to the next succeeding 180-day period (but in no event may more than 42,500,000 share of Class B common stock be transferred
during any 180-day period), and (iii) after the expiration of the Lock-Up Period, the LS Control Group may freely transfer their shares of Class
B common stock to any person so long as such transfer would not result in such person, together with such person�s affiliates and associates,
owning more than 15% of shares of our common stock. All shares of Class B common stock transferred to any person that is a member of the LS
Control Group will automatically be converted into shares of Class A common stock.

LS Registration Rights Agreement.    In connection with the LS Power Merger, we entered into a Registration Rights Agreement dated
September 14, 2006, or the LS Registration Rights Agreement, with the LS Entities pursuant to which we agreed to prepare and file with the
SEC a �shelf� registration statement covering the resale of shares of Class A common stock issuable upon the conversion of (i) shares of Class B
common stock that were issued to the LS Entities in the LS Power Merger and (ii) any shares of Class B common stock that may be transferred
by the LS Entities to their respective limited partner investors. We filed this �shelf� registration statement with the SEC on April 5, 2007.

Under the LS Registration Rights Agreement, the LS Entities and their permitted transferees have the right to cause Dynegy to effect up to two
underwritten offerings during the first 24 months following the LS Power Merger, provided that no more than one underwritten offering may be
consummated during each of the first and second 12-month periods. The LS Entities and their permitted transferees may demand to effect up to
two underwritten offerings during each 12-month period following the first 24 months after the LS Power Merger. We may defer the
commencement of any underwritten offering demanded by the LS Entities and their permitted transferees for up to 60 days one time in any
calendar year.

JV Development Agreement.    Dynegy and the LS Entities also entered into two joint ventures involving a �Development Company� and a
�Project Holding Company,� each of which is 50%-owned by the respective parties. The primary purpose of the joint ventures is to pursue certain
power development projects between Dynegy and certain of the LS Entities. The Project Holding Company owns development projects directly
or through subsidiaries, while the Development Company owns no material assets, but will (i) provide development and other operational
services to the Project Holding Company and (ii) evaluate opportunities presented by Dynegy and the LS Entities for potential contribution to
the Project Holding Company.

Chevron Registration Rights Agreements.    In connection with the LS Power Merger, we entered into a Registration Rights Agreement dated
September 14, 2006, or the Dynegy-Chevron Registration Rights Agreement, with Chevron U.S.A. Inc., or Chevron, pursuant to which we
agreed to prepare and file with the SEC a �shelf� registration statement covering the resale of shares of Class A common stock that Chevron
received in exchange for its Dynegy Illinois Class B common stock in the LS Power Merger, referred to as the Dynegy-Chevron Registration
Statement. We filed the Dynegy-Chevron Registration Statement with the SEC on April 16, 2007. We agreed to use our commercially
reasonable efforts to keep the Dynegy-Chevron Registration Statement effective until all of our common stock registrable thereunder has either
been sold or is no longer restricted.
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Chevron also has the right to cause us to effect (i) up to two underwritten offerings during the period following the effective time of the LS
Power Merger and ending December 31, 2007 and (ii) one underwritten offering per calendar year thereafter. We may defer the commencement
of any underwritten offering demanded by Chevron for up to 60 days; provided that we may not exercise such deferral right during the first
90-day period following the closing of the LS Power Merger, nor may such deferral right be exercised more than once per calendar year
thereafter. After the end of the first 90-day period following the closing of the LS Power Merger, we have the right once per calendar year to
lock-up Chevron for up to 60 days in connection with an underwritten offering of our equity securities or debt convertible into equity securities.

Chevron-LS Entities Lock-Up Agreement.    Chevron and the LS Entities also entered into a Lock-Up Agreement. Under the terms of the
Lock-Up Agreement, each of the LS Entities agreed to certain transfer restrictions on our common stock for a period of time consistent with the
transfer restrictions in the Shareholder Agreement.

In addition, the Lock-Up Agreement provides that if any of the LS Entities or Chevron makes an underwritten offering of our common stock at
any time after 180 days from the closing date of the LS Power Merger when a Form S-3 �shelf� registration statement is not available, referred to
as the No-Shelf Period, the party to the Lock-Up Agreement not making the underwritten offering will be locked-up for up to 60 days. During
the No-Shelf Period, the LS Entities and Chevron also gave each other the right to participate in any underwritten offerings of our common stock
made by the other party to the Lock-Up Agreement.

REVIEW AND APPROVAL OF TRANSACTIONS WITH RELATED PERSONS

Our Board adopted a written policy relating to the approval of transactions with related parties. In general, for purposes of this policy, a related
party transaction is a transaction, or a material amendment to any such transaction, involving a related party and Dynegy. Our policy requires the
Audit and Compliance Committee or, at the Board�s discretion, a majority of directors disinterested from the transaction, to review and approve
related party transactions. In reviewing and approving any related party transactions or material amendments to any such transaction, the Audit
and Compliance Committee must satisfy itself that it has been fully informed as to the related party�s relationship and interest and as to the
material facts of the transaction and must determine that the related party transaction is fair to Dynegy. Generally, transactions between Dynegy
and the two joint ventures described above under �Transactions with Related Persons, Promoters and Certain Control Persons�JV Development
Agreement� are reviewed and approved under our related party policy, with the exception of certain specified transactions involving less than $50
million that are excluded from the policy�s approval procedures. A copy of our related party transaction policy is available on our website at
www.dynegy.com.
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PROPOSAL 2

RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTANTS

On April 11, 2007, the Audit and Compliance Committee recommended and approved the dismissal of PwC as independent registered public
accountants for Dynegy, Dynegy Illinois and DHI. PwC completed its procedures regarding the unaudited financial statements of Dynegy
Illinois and DHI for the quarter ended March 31, 2007 and the quarterly reports on Form 10-Q in which such financial statements were included.

The reports of PwC on the consolidated financial statements of Dynegy Illinois and DHI for the fiscal years ended December 31, 2006 and 2005,
did not contain an adverse opinion or a disclaimer of opinion and were not qualified or modified as to uncertainty, audit scope, or accounting
principle, except that such reports contained an explanatory paragraph disclosing that each such entity was subject to substantial litigation and
that each such entity�s ongoing liquidity, financial position and operating results may be adversely impacted by the nature, timing and amount of
the resolution of such litigation.

During the fiscal years ended December 31, 2006 and 2005, and through May 9, 2007 for Dynegy Illinois and May 14, 2007 for DHI, there were
no disagreements with PwC on any matter of accounting principles or practices, financial statement disclosure, or auditing scope or procedure,
which disagreement(s), if not resolved to the satisfaction of PwC, would have caused it to make reference to the subject matter of the
disagreement(s) in connection with its report on the financial statements of Dynegy Illinois and DHI for such years. Additionally, there were no
disagreements with Dynegy through May 9, 2007. During the fiscal years ended December 31, 2006 and 2005, and through May 9, 2007 for
Dynegy Illinois and May 14, 2007 for DHI, there were no reportable events described under Item 304(a)(1)(v) of Regulation S-K, except for the
material weaknesses described below:

� As disclosed in their annual reports on Form 10-K for the year ended December 31, 2006, Dynegy Illinois and DHI previously had
material weaknesses related to (1) a failure to maintain effective controls over the completeness and accuracy of the tax provision
and deferred income tax balances in accordance with generally accepted accounting principles as of December 31, 2004 and 2005
and September 30, 2006 and (2) a failure to maintain effective internal control over its financial reporting due to a material weakness
in its processes, procedures and controls related to the calculation and analysis of its risk management asset and liability balances
during the nine-month period ended September 30, 2006. Both material weaknesses were remediated as of December 31, 2006.
Dynegy Illinois and DHI have authorized PwC to respond fully to the inquiries of the successor independent registered public
accountant concerning the subject matter of each of the two material weaknesses described above.

Also on April 11, 2007, following a request for proposal and selection process, the Audit and Compliance Committee recommended and
approved the selection of Ernst & Young LLP, or E&Y, as Dynegy�s new independent registered public accountants. E&Y�s engagement will
commence with the review of the unaudited financial statements of Dynegy and DHI for the second quarter ending June 30, 2007.

During the fiscal years ended December 31, 2006 and 2005, and through May 14, 2007, neither Dynegy, Dynegy Illinois, DHI, nor anyone on
their behalf, consulted E&Y regarding either (i) the application of accounting principles to a specified transaction, either completed or proposed
or the type of audit opinion that might be rendered with respect to the financial statements of Dynegy, Dynegy Illinois and DHI; or (ii) any
matter that was either the subject of a disagreement (as defined in paragraph 304(a)(1)(iv) of Regulation S-K and the related instructions) or a
reportable event (as described in paragraph 304 (a)(1)(v) of Regulation S-K).

PwC was asked to furnish us a letter, addressed to the SEC, stating whether or not it agreed with the above statements. A copy of PwC�s letter to
the SEC dated May 15, 2007 is attached as Exhibit 16.1A to our current report on Form 8-K/A filed with the SEC on May 15, 2007.
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The Board recommends that the stockholders ratify the appointment of E&Y. Ratification requires the affirmative vote of a majority of the
shares of Class A common stock and Class B common stock, voting together as a single class, represented in person or by proxy and entitled to
vote on the matter. The persons named in the accompanying proxy card intend to vote for ratification of such appointment unless instructed
otherwise on the proxy card.

Although there is no requirement that we submit the appointment of independent registered public accountants to stockholders for ratification or
that the appointed auditors be terminated if the ratification fails, the Audit and Compliance Committee will consider the appointment of other
independent registered public accountants if the stockholders choose not to ratify the appointment of E&Y and may retain that firm or another
without re-submitting the matter to our stockholders. Even if the appointment is ratified, the Audit and Compliance Committee may terminate
the appointment of E&Y as Dynegy�s independent registered public accountants without the approval of the stockholders whenever the Audit and
Compliance Committee deems such termination appropriate.

Representatives of PwC and E&Y are expected to attend the annual meeting and will be available to respond to appropriate questions. The
representatives will also have the opportunity to make a statement if they wish to do so.

The Board unanimously recommends that stockholders vote FOR ratification of the appointment of E&Y as independent registered public
accountants of Dynegy, commencing with the review of our unaudited financial statements for the second quarter ending June 30, 2007 through
the remainder of the fiscal year ended December 31, 2007.
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STOCKHOLDER PROPOSAL

The proponent of a stockholder proposal has stated that it intends to present the following proposal at the annual meeting. If the stockholder, or a
representative who is qualified under state law, is present and submits his or her proposal for a vote, then the proposal will be voted on at the
annual meeting. In accordance with federal securities regulations, we have included the shareholder proposal and supporting statement exactly as
submitted by the proponent. We are not responsible for the contents of the shareholder proposal or supporting statement. Our Board has
recommended a vote AGAINST this proposal for the reasons set forth below the proposal. The number of Dynegy shares held by the proposal
proponent are reported below as represented to us by the proponent.

PROPOSAL 3

STOCKHOLDER PROPOSAL �PAY-FOR-SUPERIOR-PERFORMANCE�

The Massachusetts Laborer�s Pension Fund, the �Fund,� whose address is P.O. Box 4000, Burlington, MA 01893, the beneficial owner of 1,600
shares of our Class A common stock, has sponsored and submitted the following proposal:

�Pay-for-Superior-Performance Proposal

Resolved:    That the shareholders of Dynegy, Inc. (�Company�) request that the Board of Director�s Executive Compensation Committee establish
a pay-for-superior-performance standard in the Company�s executive compensation plan for senior executives (�Plan�), by incorporating the
following principles into the Plan:

1. The annual incentive component of the Company�s Plan should utilize defined financial performance criteria that can be benchmarked
against a disclosed peer group of companies, and provide that an annual bonus is awarded only when the Company�s performance
exceeds its peers� median or mean performance on the selected financial criteria;

2. The long-term equity compensation component of the Plan should utilize defined financial and/or stock price performance criteria
that can be benchmarked against a disclosed peer group of companies. Options, restricted shares, or other equity or non-equity
compensation used in the Plan should be structured so that compensation is received only when the Company�s performance exceeds
its peers� median or mean performance on the selected financial and stock price performance criteria; and

3. Plan disclosure should be sufficient to allow shareholders to determine and monitor the pay and performance correlation established
in the Plan.

Supporting Statement:    We feel it is imperative that compensation plans for senior executives be designed and implemented to promote
long-term corporate value. A critical design feature of a well-conceived executive compensation plan is a close correlation between the level of
pay and the level of corporate performance relative to industry peers. We believe the failure to tie executive compensation to superior corporate
performance; that is, performance exceeding peer group performance, has fueled the escalation of executive compensation and detracted from
the goal of enhancing long-term corporate value.

We believe that common compensation practices have contributed to excessive executive compensation. Compensation committees typically
target senior executive total compensation at the median level of a selected peer group, then they design any annual and long-term incentive plan
performance criteria and benchmarks to deliver a significant portion of the total compensation target regardless of the company�s performance
relative to its peers. High total compensation targets combined with less than rigorous performance benchmarks yield a pattern of
superior-pay-for-average-performance. The problem is exacerbated when companies include annual
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bonus payments among earnings used to calculate supplemental executive retirement plan (SERP) benefit levels, guaranteeing excessive levels
of lifetime income through inflated pension payments.

We believe the Company�s Plan fails to promote the pay-for-superior-performance principle. Our Proposal offers a straightforward solution: The
Compensation Committee should establish and disclose financial and stock price performance criteria and set peer group-related performance
benchmarks that permit awards or payouts in its annual and long-term incentive compensation plans only when the Company�s performance
exceeds the median of its peer group. We believe a plan to reward only superior corporate performance will help moderate executive
compensation and focus senior executives on building sustainable long-term corporate value. A senior executive compensation plan based on
sound pay-for-superior-performance principles will help moderate excessive executive compensation and create competitive compensation
incentives that will focus senior executives on building sustainable long-term corporate value.�
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BOARD RESPONSE

The Board has thoroughly considered the stockholder proposal and unanimously recommends a vote AGAINST the proposal.

Pay for Performance is Central to our Compensation Philosophy

The Compensation and Human Resources Committee believes that our executive compensation program is strongly aligned with the best
interests of our stockholders and serves our business goals and strategies.

One of the most important principles underlying the Compensation and Human Resources Committee�s compensation philosophy is pay for
performance. Our emphasis on pay for performance is reflected in our use of stock-based compensation and our use of pre-determined
performance targets to determine annual bonuses and long-term incentive awards for executives. In the past, our significant self-restructuring
activities made precise long-term planning difficult, particularly considering the impact that refinancings and legacy legal matter settlements had
on our financial performance. As a result, we did not believe it prudent to adopt long-term award payouts conditioned on achievement of
specified long-term performance or financial objectives. However, due in large part to the success of our self-restructuring efforts, for awards
granted in 2006 and again in 2007, a portion of each executive�s long-term incentive award value was made in the form of performance units.
The performance units, which comprise 40% of each executive�s long-term incentive award value for 2007, are intended to further motivate the
Named Executive Officers to create long-term value for our stockholders as reflected in the trading price of our Class A common stock. The
Compensation and Human Resources Committee chose to base the performance units on long-term stock price performance because it believes
it provides a simple, transparent and meaningful measure of our performance relative to our long-term goal of creating value for stockholders.
The Compensation and Human Resources Committee determined the performance goal share price after reviewing and taking into account
various factors, including: (i) our share price history and the share price history of our power generation industry peers; (ii) the underlying value
of our power generation portfolio based on various valuation methodologies; and (iii) potential growth opportunities that may be available to us.
These performance criteria are described in further detail in the �Compensation Discussion and Analysis� above.

We believe that linking performance goals to core financial metrics, operational objectives, and the behavioral attributes of our Named
Executive Officers, as opposed to only considering the financial performance of our peers, is the best way to execute on our business strategy
and to maximize stockholder value. Our peer companies may be in different circumstances than ours or may be seeking to implement different
strategies, and linking incentives only to a comparison against peer group performance could have unintended and unwanted consequences. For
example, our industry could be underperforming as a whole, and we might outperform our peers yet not meet our own performance targets. Our
Compensation and Human Resources Committee would not want to be required to reward executives under such circumstances, and believes
that it is better for us, with the oversight of the Board, to set our own business goals and to align executive performance with such goals.

Our Independent Directors Should Have Discretion in Compensation Matters

The Compensation and Human Resources Committee, which is comprised entirely of independent directors, should have the discretion to select
new incentive criteria based on our strategic needs and objectives. There are also times when it is appropriate for the Compensation and Human
Resources Committee to award non-performance based compensation for special recognition or retention purposes to ensure that we attract and
retain a highly qualified executive management team. This is done in conjunction with a detailed annual evaluation, with the Compensation and
Human Resource Committee�s independent compensation consultant, of the executive compensation of our peer group. Our independent
compensation consultant compiles a power industry peer group comprised of publicly traded, independent power producers and domestic
companies that possess unregulated power generation operations. This power industry peer group includes six companies that we, the
Compensation and Human Resources Committee and our independent compensation consultant, believe
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experience industry influences similar to us and represent appropriate energy comparators for executive compensation purposes. This peer group
provides an industry-based context to our executive compensation decisions. However, because of the limited number of power industry peer
companies, the Compensation and Human Resources Committee uses this power industry peer group merely as a reference point for
consideration. Primarily, the general industry peer group is relied upon in determining market competitiveness, as its larger statistical sample
size should reflect less variability and volatility in the comparative data.

The Compensation and Human Resources Committee considers comparative data in structuring our compensation program elements and
determining the value of each element to be awarded to our executive officers. Based upon this market review, in terms of structure, we provide
three types of compensation to our executive officers--base salary, annual short-term incentives and long-term incentives. Proportionally, base
salary comprised approximately 13% of the Named Executive Officers� total compensation package for 2006, with annual short-term incentives
and long-term incentives comprising approximately 12% and 75%, respectively. This compensation mix is generally consistent with those of our
peer group companies and reflects what we believe is a competitive balance between current and long-term compensation and cash and non-cash
compensation. It also supports our stated strategy of pursuing growth opportunities for the benefit of our stockholders. Please see �Compensation
Discussion and Analysis� above for more information about our peer group evaluation process.

Ultimately, the Compensation and Human Resources Committee devotes substantial time and attention throughout the year to executive
compensation matters to align compensation with stockholders� interests and to further our business goals and strategies. These independent
directors need discretion to perform this role effectively. The stockholder proposal would put an undue constraint on the independent directors�
ability to exercise their judgment and would place us at a serious competitive disadvantage.

The Board unanimously recommends that you vote AGAINST this stockholder proposal, and your proxy will be so voted unless you specify
otherwise.

FUTURE STOCKHOLDER PROPOSALS

If a stockholder wants us to include a proposal in our proxy statement and form of proxy for presentation at the 2008 annual meeting of
stockholders, under the rules of the SEC, the proposal must be received by our Secretary at the address indicated on the first page of this proxy
statement on or before the close of business on January 30, 2008 (the 120th day before the one-year anniversary date of the release of these
proxy materials to stockholders).

If a stockholder wishes to introduce a director nominee or other item of business for consideration at an annual meeting of stockholders, the
stockholder must comply with the procedures specified in our Bylaws, as permitted by the rules of the SEC. These procedures require that
director nominations or other items of business to be introduced at an annual meeting of stockholders must be submitted in writing to our
Secretary at the address indicated on the first page of this proxy statement. Under our Bylaws, we must receive notice of a stockholder�s intention
to introduce a nomination or proposed item of business at our 2008 annual meeting of stockholders:

� By the close of business on April 18, 2008 (not later than the 90th day before the one-year anniversary date of the 2007 annual
meeting) nor earlier than the close of business on March 20, 2008 (not earlier than the 120th day before the one-year anniversary date
of the 2007 annual meeting), if the 2008 annual meeting of stockholders is held within 30 days before or 60 days after July 18, 2008
(the one-year anniversary date of the 2007 annual meeting); or

� By the close of business on the 120th day before the 2008 annual meeting but not before the close of business on the 90th day before
the 2008 annual meeting or the tenth day following the public
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announcement of the 2008 annual meeting date, if the 2008 annual meeting is held more than 30 days before or more than 60 days
after July 18, 2008 (the one-year anniversary date of the 2007 annual meeting).

Assuming our 2008 annual meeting is held on a schedule similar to that of the 2007 annual meeting, we must receive notice of your intention to
introduce a nomination or another item of business at that meeting by the dates specified in the first bullet point above. Our Bylaws specify the
information that must be contained in a stockholder�s notice for director nominees or an item of business to be introduced at an annual meeting of
stockholders. Please read our Bylaws, which are available free of charge through the SEC�s web site at www.sec.gov and through our web site at
www.dynegy.com, for additional information regarding stockholder proposals.

OTHER MATTERS

The Board does not know of any other matters that are to be presented for action at the annual meeting. However, if any other matters properly
come before the annual meeting or any adjournment or postponement thereof, it is intended that the enclosed proxy will be voted in accordance
with the judgment of the persons named in the proxy card.

By Order of the Board of Directors,

Kimberly M. O�Brien

Corporate Secretary

May 29, 2007
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PROXY � CLASS A COMMON STOCK

DYNEGY INC.

1000 LOUISIANA STREET, SUITE 5800, HOUSTON, TX 77002

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS OF DYNEGY INC.

The undersigned hereby appoints Bruce A. Williamson, Kimberly M. O�Brien and Heidi D. Lewis, and each of them, as proxies, each with the
power to appoint his or her substitute, and hereby authorizes each of them to represent and to vote, as designated on the reverse side, all the
shares of Class A common stock of Dynegy Inc. held of record by the undersigned on May 21, 2007, at the annual meeting of stockholders to be
held at The Westin Galleria Houston, 24th Floor, 5060 West Alabama, Houston, Texas 77056 on Wednesday, July 18, 2007 at 10:00 a.m., local
time, or any adjournment or postponement of the annual meeting.

THIS PROXY WHEN PROPERLY EXECUTED AND RETURNED WILL BE VOTED IN THE MANNER DIRECTED HEREIN BY
THE UNDERSIGNED STOCKHOLDER. IF NO DIRECTION IS MADE, THIS PROXY WILL BE VOTED FOR PROPOSALS 1
AND 2 AND AGAINST PROPOSAL 3. THE INDIVIDUALS NAMED ABOVE ARE AUTHORIZED TO VOTE IN THEIR
DISCRETION ON ANY OTHER MATTERS THAT MAY PROPERLY COME BEFORE THE MEETING.

(CONTINUED ON REVERSE SIDE)

Address Change/Comments (Mark the corresponding box on the reverse side)

* FOLD AND DETACH HERE *

You can now access your Dynegy Inc. account online.

Access your Dynegy Inc. stockholder account online via Investor ServiceDirect(R) (ISD).

Mellon Investor Services LLC, transfer agent for Dynegy Inc., now makes it easy and convenient to get current information on your stockholder
account.

�        View account status �        View payment history for dividends
�        View certificate history �        Make address changes
�        View book-entry information �        Obtain a duplicate 1099 tax form

�        Establish/change your PIN
Visit us on the web at http://www.melloninvestor.com.

For Technical Assistance Call 1-877-978-7778 between 9am-7pm

Monday-Friday Eastern Time

Investor ServiceDirect(R) is a registered trademark of Mellon Investor Services LLC

Please Mark Here for Address Change or Comments ¨

SEE REVERSE SIDE

THE BOARD OF DIRECTORS RECOMMENDS A VOTE �FOR� PROPOSALS 1 AND 2.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE �AGAINST� PROPOSAL 3,
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THE BOARD OF DIRECTORS RECOMMENDS A VOTE �FOR� PROPOSALS 1 AND 2. Please mark your votes as
indicated in this example

x

1. Election of Directors

Insert your vote for the nominees listed below in the designated space provided. Stockholders may withhold authority to vote
for any nominee by entering �zero� in the space following the nominee�s name.

FOR all nominees listed to the right

¨

WITHHOLD AUTHORITY

for all nominees listed to the right

¨

Nominees�Class A common stock

(To withhold authority for an
individual nominee, strike a line
through he nominee�s name below)

01 David W. Biegler

02 Thomas D. Clark, Jr.

03 Victor E. Grijalva

04 Patricia A. Hammick

05 George L. Mazanec

06 Robert C. Oelkers

07 William L. Trubeck

08 Bruce A. Williamson

2. Proposal to ratify the appointment of Ernst & Young LLP as independent registered public accountants
for Dynegy.

    FOR    
¨

AGAINST
¨

ABSTAIN
¨

THE BOARD OF DIRECTORS RECOMMENDS A VOTE �AGAINST� PROPOSAL 3,

WHICH IS A STOCKHOLDER PROPOSAL.

3. Stockholder proposal regarding �pay-for-superior-performance.�     FOR    
¨

AGAINST
¨

ABSTAIN
¨

4. In their discretion, the proxies are authorized to vote upon such other business as may properly come
before the meeting or any adjournment thereof.

I PLAN TO ATTEND THE MEETING YES
¨
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SIGNATURE                                                       SIGNATURE                                                       DATE                                         

NOTE: PLEASE SIGN AS NAME APPEARS HEREON. JOINT OWNERS SHOULD EACH SIGN. WHEN SIGNING AS ATTORNEY,
EXECUTOR, ADMINISTRATOR, TRUSTEE OR GUARDIAN, PLEASE GIVE FULL TITLE AS SUCH.

FOLD AND DETACH HERE

Choose MLink(SM) for Fast, easy and secure 24/7 online access to your future proxy materials, investment plan statements, tax documents and
more. Simply log on to Investor ServiceDirect(R) at www.melloninvestor.com/isd where step-by-step instructions will prompt you through
enrollment.

Vote by Internet or Telephone or Mail

24 Hours a Day, 7 Days a Week

Internet and telephone voting is available through 11:59 PM Eastern Time

on July 17, 2007.

Your Internet or telephone vote authorizes the named proxies to vote your shares in the same manner

as if you marked, signed and returned your proxy card.

Internet     Telephone        Mail    

http://www.proxyvoting.com/dyn

Use the Internet to vote your proxy. Have
your proxy card in hand when you access

the web site.

      OR      

1-866-540-5760

Use any touch-tone telephone to
vote your proxy. Have your proxy

card in hand when you call.

      OR      

Mark, sign and date your proxy
card and return it in the enclosed

postage-paid envelope.

Your proxy card must be received
by the meeting date.

If you vote your proxy by Internet or by telephone, you do NOT need to mail back your proxy card.

You can view the Annual Report and Proxy Statement

on the internet at www.dynegy.com
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PROXY � CLASS B COMMON STOCK

DYNEGY INC.

1000 LOUISIANA STREET, SUITE 5800, HOUSTON, TX 77002

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS OF DYNEGY INC

The undersigned hereby appoints Bruce A. Williamson, Kimberly M. O�Brien and Heidi D. Lewis, and each of them, as proxies, each with the
power to appoint his or her substitute, and hereby authorizes each of them to represent and to vote, as designated on the reverse side, all the
shares of Class B common stock of Dynegy Inc. held of record by the undersigned on May 21, 2007, at the annual meeting of stockholders to be
held at The Westin Galleria Houston, 24th Floor, 5060 West Alabama, Houston, Texas 77056 on Wednesday, July 18, 2007 at 10:00 a.m., local
time, or any adjournment or postponement of the annual meeting.

THIS PROXY WHEN PROPERLY EXECUTED AND RETURNED WILL BE VOTED IN THE MANNER DIRECTED HEREIN BY
THE UNDERSIGNED STOCKHOLDER. IF NO DIRECTION IS MADE, THIS PROXY WILL BE VOTED FOR PROPOSALS 1
AND 2 AND AGAINST PROPOSAL 3. THE INDIVIDUALS NAMED ABOVE ARE AUTHORIZED TO VOTE IN THEIR
DISCRETION ON ANY OTHER MATTERS THAT MAY PROPERLY COME BEFORE THE MEETING.

(CONTINUED ON REVERSE SIDE)

* FOLD AND DETACH HERE *

THE BOARD OF DIRECTORS RECOMMENDS A VOTE �FOR�
PROPOSALS 1 AND 2.

Please mark your votes as indicated in
this example

x

1. Election of Directors

FOR all nominees

listed to the right.

¨

WITHHOLD
AUTHORITY

for all nominees
listed to the right

¨

Nominees � Class B Common Stock (To withhold authority for
an individual nominee, strike a line through the nominee�s
name below)

1.    James T. Bartlett

2.    Frank E. Hardenbergh

3.    Mikhail Segal

2.
Proposal to ratify the appointment of Ernst & Young LLP as
independent registered public accountants for Dynegy.

    FOR    

¨
    AGAINST    

    ¨

    ABSTAIN    

¨
THE BOARD OF DIRECTORS RECOMMENDS A VOTE �AGAINST� PROPOSAL 3,

WHICH IS A STOCKHOLDER PROPOSAL.

3. Stockholder proposal regarding �pay-for-superior-performance.�     FOR    

¨
    AGAINST    

¨

    ABSTAIN    

¨

4. In their discretion, the proxies are authorized to vote upon such other
business as may properly come before the meeting or any adjournment
thereof.

FOR

¨

AGAINST
¨

ABSTAIN

¨
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I PLAN TO ATTEND THE MEETING ¨  YES

SIGNATURE                                                       SIGNATURE                                                       DATE                                          
NOTE: PLEASE SIGN AS NAME APPEARS HEREON. JOINT OWNERS SHOULD EACH SIGN. WHEN SIGNING AS ATTORNEY,
EXECUTOR, ADMINISTRATOR, TRUSTEE OR GUARDIAN, PLEASE GIVE FULL TITLE AS SUCH.
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