
ASSET NOTICE
This is an Asset Notice referred to in Section 5.1 of the Amended and Restated Facility Agreement dated May 31, 2000 (the AFacility Agreement@) made between Hawaii 125‑0 Trust, Canadian Imperial Bank of Commerce, as Agent, and the other financial institutions named therein.  Under that Section, the Agent has five (5) Business Days from receipt of this Asset Notice to respond by signing and returning to us the acknowledgment set forth below to Enron Corp., 1400 Smith St., Houston, Texas 77002,  Attn: Charles DeLacey   ; Fax: 713/646‑3422.  Capitalized terms used but not defined herein shall have the respective meanings given to those terms in the Facility Agreement.

The Tranche and Underlying Asset to which this Asset Notice relates are as follows:

1.
Valuation of Underlying Asset:

$30,011,850 $________
2.
Amount of Debt Tranche: 


$29,111,495 $________
3.
Proposed Equity Amount:


$ 900,355 $________
4.
Name of Series:



McGarret Danno C

5.
Brief Description of Underlying Asset:
13,959 Warrants in a wholly‑owned subsidiary of Rights to receive payments owed to Enron Corp. pursuant to a Swap Agreement between Enron Corp. and Enron Energy Services, LLC valued at $2,150.00 per Warrant
6.
Valuation Methodology:


Third party purchase within 180 days Enron=s internal valuation procedures
7.
Name of Asset LLC and Type 
of Entity:
McGarret Danno III, L.L.C., a Delaware limited liability company

8.
Name of Transferor:



Big Island Maui III, L.L.C.

9.
Asset Structure:



Put Option

We attach the Asset Summary with respect to the proposed Underlying Asset.  We hereby confirm that the Underlying Asset is of a type eligible to be included as an Underlying Asset, satisfies the criteria set out in the Methodology in all material respects and has a reasonable valuation that has been calculated or determined by properly applying the Methodology in all material respects and that the proposed Asset Structure conforms with the Model Structure in all material respects.

We hereby certify that on the applicable Drawdown Date each of the Trust, the Asset LLC and the Transferor will be solvent within the definition of any law applicable to it which requires as a condition to the validity (and/or non‑avoidability) of financial obligations undertaken by it that it be solvent.

Dated: August 31 September 22, 2000

ENRON CORP.,

an Oregon corporation

By:


Name:

Title:

ACKNOWLEDGMENT:
In our capacity as Agent, we hereby confirm pursuant to Section 5.1 (a) of the Facility Agreement:

(CHECK APPLICABLE BOX)

EITHER:


(A)
that to the best of our knowledge, information and belief and based solely on the relevant Asset Notice and Asset Summary (the accuracy of which we have not verified and are under no obligation to verify) the proposed Underlying Asset referred to in the above Asset Notice satisfies the criteria set out in the Methodology in all material respects and that the proposed Asset Structure set out in the Asset Summary conforms with the Model Structure in all material respects.

OR:


(B)
that, to the best of our knowledge, information and belief and based solely on the relevant Asset Notice and Asset Summary (the accuracy of which we have not verified and are under no obligation to verify) the proposed Underlying Asset does not satisfy the criteria set out in the Methodology and/or that the proposed structure does not conform with the Model Structure, but that we do not object to the drawdown of the proposed Tranche.

OR:



(C)
we object to the drawdown of the proposed Tranche for the reasons specified in the letter attached to this acknowledgment.

CANADIAN IMPERIAL BANK OF

COMMERCE, in its capacity as Agent
By:


Name:

Title:

ACKNOWLEDGMENT:
In our capacity as Subscriber we hereby confirm pursuant to Section 1 (c) (i) of the Subscription Agreement dated March 31, 2000 between the Subscriber and the Trust, as amended or restated after such date:

(CHECK APPLICABLE BOX)

EITHER:


(A)
that to the best of our knowledge, information and belief and based solely on the relevant  Asset Notice and Asset Summary (the accuracy of which we have not verified and are under no obligation to verify) the proposed Underlying Asset referred to in the above Asset Notice satisfies the criteria set out in the Methodology in all material respects and that the proposed Asset Structure set out in the Asset Summary conforms with the Model Structure in all material respects.

OR:


(B)
that, to the best of our knowledge, information and belief and based solely on the relevant Asset Notice and Asset Summary (the accuracy of which we have not verified and are under no obligation to verify) the proposed Underlying Asset does not satisfy the criteria set out in the Methodology and/or that the proposed structure does not conform with the Model Structure, but that we do not object to the drawdown of the proposed Tranche.

OR:



(C)
we object to the drawdown of the proposed Tranche for the reasons specified in the letter attached to this acknowledgment.

CIBC Inc., 

in its capacity as Subscriber
By:


Name:

Title:

ASSET SUMMARY

In December 1999, a wholly owned subsidiary of EES (NEWCO) engaged in the Marketing of natural gas, electricity and other commodities, sold 25,000 common shares and 75,000 special warrants to an outside investor group for $100 million. EES contributed certain assets in exchange for 75,000 common shares and 225,000 special warrants. Of the $100 million of proceeds received by NEWCO, $55.7 million was allocated to the 25,000 common shares issued (or $2,226.52 per share) and $44.3 million to the 75,000 special warrants issued (or $591.16 per special warrant). Based on this valuation, the 225,000 special warrants held by EES have a value of $133.001 million (based on an implied enterprise value of NEWCO as a whole at $400 million). Since the valuation of NEWCO, and therefore the valuation of the special warrants held by EES, has been determined by the private placements, our ability to rely on this valuation is sound.

NEWCO entered into arrangements for the issuance of an additional 46,517 special warrants at cost of $2,150 per special warrant to a new third party investor. Closing of the issuance occurred in July 2000. The price of these additional special warrants is based on a NEWCO enterprise value of $1 billion for total proceeds of $100 million. Based on this valuation, the 148,877 remaining special warrants held by EES (the original 225,000 warrants held by EES less the 33,832 warrants monetized on March 31, 2000 and 42,291 warrants monetized on June 29, 2000 are valued at $320,085,550).

The special warrants to be monetized in the Hawaii 125‑0 structure are McGarret Assets as outlined in the Methodology for Asset Valuation (Exhibit E) of the Amended and Restated Facility Agreement dated May 31, 2000.
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