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NEW YORK INTER-FUNDING CORP.

245 Park Avenue

New York, New York  10167
CONFIRMATION

Reference Number: [TBD]


June [    ], 2000

Enron Corp.
1400 Smith Street

Houston, Texas  77002
Attention:  Deputy Treasurer, Corporate Finance
Dear [Contact]:

The purpose of this letter agreement is to confirm the terms and conditions of the Transaction entered into on the Trade Date specified below (the “Transaction”) between New York Inter-funding Corp. (“Party A”) and Enron Corp. (“Enron”). This letter agreement constitutes the sole and complete “Confirmation,” as referred to in the “Master Agreement” (as defined below), with respect to the Transaction.

1.  This Confirmation is subject to and incorporates the 1997 ISDA Government Bond Option Definitions (the “Definitions”), as published by the International Swaps and Derivatives Association, Inc. (“ISDA”). In order to render the Definitions applicable to this Transaction, this Transaction shall be a “Government Bond Option” for purposes of Section 1.1(b) of the Definitions. This Confirmation supplements, forms a part of and is subject to the ISDA Master Agreement dated as of [Master Agreement] between Party A and Enron (the agreement, as amended and supplemented from time to time, being referred to herein as the “Master Agreement”). In the event of any inconsistency between the provisions of this Confirmation and the Definitions or Master Agreement, this Confirmation shall prevail for the purpose of this Transaction. 

2.  The terms of the particular Transaction to which this Confirmation relates are as follows:

General Terms:

Trade Date:
June [   ], 2000.
Option Style:
American.
Option Type:
Put.
Seller:
Party A (“Put Option Seller”).
Buyer:
Enron (“Put Option Buyer”).
Bonds:
Enron Corp. Floating Rate Notes available in two tranches as more fully described in the “FRN Terms – Short Term” and the “FRN Terms – Long Term” (collectively, the “FRN Terms”) annexed hereto as Annex 1 and Annex 2, respectively, and by this reference incorporated herein.


Number of Options:
75,000,000 available in two tranches as more fully described in the FRN Terms.

For the avoidance of doubt, the number of options shall be reduced by all options exercised, and shall not be increased regardless of whether the issuer of the Bonds subsequently calls some or all of such Bonds.
Option Entitlement:
USD 1.00 of nominal amount of the Bonds per Option.

Strike Price:
100%.
Premium
 Payment Dates:
Quarterly in arrears on the last day of each March, June, September and December commencing June 30, 2000 and the Expiration Date (including any Early Expiration Date).


Premium:
The Premium payable on each Premium Payment Date shall be the sum of the Per Diem Premium calculated for each calendar day in the period commencing on and including the immediately preceding Premium Payment Date (or, in the case of the first Premium Payment Date, the Trade Date) and ending on, but excluding, the related Premium Payment Date


Per Diem Premium:
For any calendar day shall equal an amount calculated as follows:





Net Options x Premium Factor x USD 1.00





360



where:



“Net Options” means the Number of Options specified above minus all Options which have been exercised and as to which the related Settlement Date has occurred on or prior to such calendar day.


For the Short Term FRN, “Premium Factor” means 8.0 basis points.



For the Long Term FRN, “Premium Factor” means a number of basis points calculated in accordance with the following table:

Ratings
Premium Factor

A-/A3 or better
8.5

BBB+/Baa1
10.0

BBB/Baa2
15.0

BBB-/Baa3
20.0

BB+/Baa1 or worse, or Not Rated
25.0



The “Ratings” for the table will be the senior, unsecured long-term debt ratings of the Issuer issued by Standard & Poor’s Corporation and Moody’s Investors Services Inc, and in effect on the related calendar day, and will be based on the higher of the ratings issued by either of these rating agencies (e.g., ratings of A- by Standard & Poor’s and Baa2 by Moody’s would result in use of the “A-/A3” Premium Factor), or if only one of these rating agencies issues such a rating, the rating so issued.

Business Day Convention

for Premium Payment Dates:
Following.
Business Days:
New York.
Seller Business Days:
New York.
Exchange:
None.
Calculation Agent:
Party A.

Procedure for Exercise:

Commencement Date:
The Trade Date.
Expiration Date:
The earlier to occur of (a) May 16, 2001 in the case of the Short Term FRN and May 18, 2004 in the case of the Long Term FRN, and (b) any Early Expiration Date designated by the Put Option Buyer.



At any time during which an Early Expiration Event (as defined in Annex 6 hereto) has occurred and is continuing, the Put Option Buyer may, by written notice to the Put Option Seller, designate a day not earlier than the date on which such notice is effective as an “Early Expiration Date”.
Latest Exercise Time:
4:00 p.m. New York Time.
Expiration Time:
4:00 p.m. New York Time.
Conditions to Exercise:
Notwithstanding anything to the contrary contained in the Definitions, it shall be a condition precedent to the effectiveness of any exercises of the Option by the Put Option Buyer that:


(i) no Potential Early Expiration Event (as defined in Annex 6 hereto) or Early Expiration Event shall have occurred and be continuing, and, no such Potential Early Expiration Event or Early Expiration Event would occur as a result of settlement in accordance with the exercise; and



(ii) the Put Option Buyer has delivered to the Put Option Seller or a broker/dealer designated by it (the “Designated Dealer”) a Prospectus (as such term will be defined in the Underwriting Agreement specified below) which complies at the time of exercise, and will comply at all times through the Settlement Date, with the requirements of such Underwriting Agreement. In giving any notice of Exercise, the Put Option Buyer shall be deemed to have certified (upon which certification the Put Option Seller and the Designated Dealer shall each be entitled to rely) that each of the Conditions to Exercise has been fulfilled as at the time of such notice of Exercise.

Multiple Exercise:
Applicable.
Minimum Number of

Options:
10,000,000.
Maximum Number of

Options:
All the Options remaining unexercised.

Integral Multiple:
1,000,000.
Limited Right to

Confirm Exercise:
Inapplicable.
Automatic Exercise:
Inapplicable.
Seller’s Telephone and 

Facsimile Number

and Contact Details for

Purpose of Giving Notice:
Seller’s Agent:



Bear, Stearns & Co. Inc.



Credit Derivatives Department



Tel: 212-272-7882



Fax: 212-272-9758

Settlement Terms:

Settlement:
Physical.
Settlement Date:
Five Business Days after the relevant Exercise Date.

Business Day Convention

for Settlement Date:
Following.
Split Tickets:
Inapplicable.
Accrued Interest:
For purposes of Section 6.3(b)(ii)(A)(2) of the Definitions, accrued interest on the Option Entitlement computed in accordance with customary trade practices employed with respect to the Bonds shall include the “Subsequent Issuance Interest Accruals”(as defined in Annex 1).


Clearance System:
The Depository Trust Company.
Conditions to Settlement:
It shall be a condition precedent to the obligation of the Put Option Seller to take delivery of the Bonds to be delivered and pay the Bond Payment in respect of a Settlement Date that 



(i) at the time of settlement, the Put Option Buyer and the Designated Dealer shall have entered into an underwriting agreement in substantially the form of [Identify Agreed Upon Form Document], with such amendments and additions as may be necessary to reflect the specifics of the particular transaction and the Bonds to be delivered (the “Underwriting Agreement”); 



(ii) the conditions precedent set forth in the Purchase Agreement (including, without limitation, delivery of a disclosure document and related legal opinion in form and substance reasonably satisfactory to Put Option Seller and Designated Dealer) shall be satisfied; 



(iii) the Put Option Buyer has afforded the Put Option Seller and the Designated Dealer an opportunity to perform its due diligence, at a minimum permitting it [Covenants Equivalent to Loan Agreement § 5.01(f)]



(iv) no Early Expiration Date shall have been designated by the Put Option Seller; and



(v) no Potential Early Expiration Event or Early Expiration Event shall have occurred and be continuing and, no such Potential Early Expiration Event or Early Expiration Event would occur as a result of the settlement.
3.
Account Details and


Settlement Information:

Payments to Party A:


Citibank, N.A., New York




ABA Number: 021-0000-89, for the account of




Bear, Stearns Securities Corp.




Account Number: 0925-3186, for further credit to




New York Inter-funding Corp.



Sub-account  Number: 101-800-48-10

Attention: Derivatives Operations






Payments to Enron:





Please provide to expedite payment:
Additional Provisions:

Agency. Enron acknowledges that Bear, Stearns & Co. Inc. (“BS&C”) has acted as agent for Enron solely for the purposes of arranging this Transaction with its Affiliate, Party A. This Confirmation is being provided by BS&C in such capacity. Upon your written request, BS&C will furnish you with the time at which this Transaction was entered into.

Non-Reliance. Each party represents to the other party that (a) it has not received and is not relying upon any legal, tax, regulatory, accounting or other advice (whether written or oral) of the other party regarding this Transaction, other than representations expressly made by that other party in this Confirmation and in the Master Agreement and (b) in respect of this Transaction, (i) it has the capacity to evaluate (internally or through independent professional advice) this Transaction and has made its own decision to enter into this Transaction and (ii) it understands the terms, conditions and risks of this Transaction and is willing to assume (financially and otherwise) those risks.  Enron acknowledges that Party A has advised Enron to consult its own tax, accounting and legal advisors in connection with this Transaction evidenced by this Confirmation and that the Enron has done so.

This Confirmation may be executed in several counterparts, each of which shall be deemed an original but all of which together shall constitute one and the same instrument.

Enron hereby agrees to check this Confirmation and to confirm that the foregoing correctly sets forth the terms of the Transaction by signing in the space provided below and returning to Party A a facsimile of the fully-executed Confirmation. Originals will be provided for your execution upon your request.

We are very pleased to have executed this Transaction with you and we look forward to completing other transactions with you in the near future.

Very truly yours,

NEW YORK INTER-FUNDING CORP.
By:
_______________________________

Name

Title:

Enron, acting through its duly authorized signatory, hereby agrees to, accepts and confirms the terms of the foregoing as of the Trade Date.

ENRON Corp.

By:
_______________________________

Name:

Title:


(Authorized Signatory)

Annex 1—FRN Terms – Short Term
Indenture:

The bonds will be issued pursuant to the Indenture dated as of November 1, 1985, between the Enron (formerly InterNorth, Inc.) and Harris Trust and Savings Bank, as Trustee, as supplemented and amended by the First Supplemental Indenture dated as of December 1, 1995, the Supplemental Indenture, dated as of May 8, 1997, by and among Enron Corp., a Delaware Corporation, the Borrower and Harris Trust and Savings Bank, as Trustee, the Third Supplemental Indenture, dated as of September 1, 1997, between the Borrower and Harris Trust and Savings Bank, as Trustee, and the Fourth Supplemental Indenture, dated as of August 17, 1999, between the Borrower and Harris Trust and Savings Bank, as Trustee, without giving effect to any further amendment or modification thereof.
Designation:

Enron Corp. Series [TBD] Floating Rate Notes due on the Maturity Date. All Bonds shall represent additional Bonds of such series, regardless of when issued and delivered.

Authorized

Denominations:
USD 1,000,000.
Aggregate

Principal Amount:
Up to USD 44,000,000.
Percentage of

Principal Amount

at Which Issued:
100%, plus, if the issuance is not the first issuance of the bonds of this series, accrued interest from the interest payment date on the bonds last preceding the settlement date to but excluding the settlement date (“Subsequent Issuance Interest Accruals”).

Maturity Date:

364 days from date of issuance.
Interest Rate:

Variable, equal to LIBOR plus Margin.
LIBOR:

USD-LIBOR-BBA, with a Designated Maturity of One Month and with a Reset Date on each Interest Payment Date. Capitalized terms used in the preceding sentence will have the respective meanings set forth in the 1991 ISDA Definitions, as published by ISDA.

Margin:

45.0 basis points.

Interest Accruals:
For the first issuance of any bonds of this series, interest will accrue from their Settlement Date.





For any subsequent issuance of any bonds of this series, interest will accrue from the interest payment date for any already outstanding bonds falling on or last preceding the Settlement Date for such subsequent issuance.

Manner of 

Calculation of 

Interest Payments:
Actual/360, based on the number of days from one interest payment date to the next.

Interest Payment

Dates:


The [TBD]th calendar day of each month, commencing on the first such day following the initial Settlement Date with respect to any bonds of this series.





If any interest payment date falls on a date which is not a New York business day, then the interest payment date will be the next following date which is a New York business day.

Call Provision:
The bonds may be called by the issuer at par on any interest payment date on five New York business days’ notice.
Sinking Fund:

None.
Defeasance:

None.
Form:


Global bond(s) registered in the name of Cede & Co., as nominee for The Depository Trust Company.

Additional
Amounts:

Issuer’s standard tax gross-up language.
Specified Currency

for Purchase Price, 

Principal and Interest:
United States Dollars.
Exchanges:

The bonds will not be listed on any exchange, unless otherwise agreed in the purchase agreement referred to in Conditions to Settlement.
Book-Entry:

The bonds will be in book-entry form with The Depository Trust Company being the depositary.
Place of Payment:
New York City.
Additional Terms:
The bonds will contain covenants, representations and warranties for the benefit of bondholders equivalent to those set forth in Annexes 3 through 6 hereof, and the events specified in Annex 6 hereto will constitute events of default giving rise to rights of acceleration thereunder.

Annex 2—FRN Terms – Long Term
Indenture:

The bonds will be issued pursuant to the Indenture dated as of November 1, 1985, between the Enron (formerly InterNorth, Inc.) and Harris Trust and Savings Bank, as Trustee, as supplemented and amended by the First Supplemental Indenture dated as of December 1, 1995, the Supplemental Indenture, dated as of May 8, 1997, by and among Enron Corp., a Delaware Corporation, the Borrower and Harris Trust and Savings Bank, as Trustee, the Third Supplemental Indenture, dated as of September 1, 1997, between the Borrower and Harris Trust and Savings Bank, as Trustee, and the Fourth Supplemental Indenture, dated as of August 17, 1999, between the Borrower and Harris Trust and Savings Bank, as Trustee, without giving effect to any further amendment or modification thereof.
Designation:

Enron Corp. Series [TBD] Floating Rate Notes due on the Maturity Date. All Bonds shall represent additional Bonds of such series, regardless of when issued and delivered.

Authorized

Denominations:
USD 1,000,000.
Aggregate

Principal Amount:
Up to USD 31,000,000.
Percentage of

Principal Amount

at Which Issued:
100%, plus, if the issuance is not the first issuance of the bonds of this series, accrued interest from the interest payment date on the bonds last preceding the settlement date to but excluding the settlement date (“Subsequent Issuance Interest Accruals”).

Maturity Date:

One, two, or three years from the date of their issuance, at the option of Enron; however, such Maturity Date shall not be later than May 18, 2005.
Interest Rate:

Variable, equal to LIBOR plus Margin.
LIBOR:

USD-LIBOR-BBA, with a Designated Maturity of One Month and with a Reset Date on each Interest Payment Date. Capitalized terms used in the preceding sentence will have the respective meanings set forth in the 1991 ISDA Definitions, as published by ISDA.

Margin:

Expressed in basis points and determined in accordance with the following table.  The Margin will be determined only at the time of issuance of the Bonds and will be fixed at that Margin to the Maturity Date.
Ratings
Applicable Margin

A-/A3 or better
40.0

BBB+/Baa1
45.0

BBB/Baa2
65.0

BBB-/Baa3
87.5

BB+/Baa1 or worse, or Not Rated
125.0





The “Ratings” for the table will be determined in the same manner as used in determination of the Premium in the confirmation to which this Annex 2 is annexed.

Interest Accruals:
For the first issuance of any bonds of this series, interest will accrue from their Settlement Date.





For any subsequent issuance of any bonds of this series, interest will accrue from the interest payment date for any already outstanding bonds falling on or last preceding the Settlement Date for such subsequent issuance.

Manner of 

Calculation of 

Interest Payments:
Actual/360, based on the number of days from one interest payment date to the next.

Interest Payment

Dates:


The [TBD]th calendar day of each month, commencing on the first such day following the initial Settlement Date with respect to any bonds of this series.





If any interest payment date falls on a date which is not a New York business day, then the interest payment date will be the next following date which is a New York business day.

Call Provision:
The bonds may be called by the issuer at par on any interest payment date on five New York business days’ notice.

Sinking Fund:

None.
Defeasance:

None.
Form:


Global bond(s) registered in the name of Cede & Co., as nominee for The Depository Trust Company.

Additional

Amounts:

Issuer’s standard tax gross-up language.
Specified Currency

for Purchase Price, 

Principal and Interest:
United States Dollars.
Exchanges:

The bonds will not be listed on any exchange, unless otherwise agreed in the purchase agreement referred to in Conditions to Settlement

Book-Entry:

The bonds will be in book-entry form with The Depository Trust Company being the depositary

Place of Payment:
New York City

Additional Terms:
The bonds will contain covenants, representations and warranties for the benefit of bondholders equivalent to those set forth in Annexes 3 through 6 hereof, and the events specified in Annex 6 hereto will constitute events of default giving rise to rights of acceleration thereunder.

Annex 3—Documents to Be Delivered

(a) The following shall be “Initiation Delivery Documents” and shall be delivered on the Trade Date:

(i) Confirmation.  This Confirmation shall be executed and delivered (including, without limitation, by way of a telecopied signature page) by a duly authorized officer of the Enron and Party A.

[Documents Equivalent to Loan Agreement § 3.01 Documents]
(b) The following shall be “Ongoing Delivery Documents” and shall be delivered at the times specified below:

[Documents Equivalent to Loan Agreement § 5.01(a) Documents]
Annex 4—Additional Covenants



(a) The Buyer covenants and agrees that at all times from and including the Trade Date and to and including the Expiration Date it shall:

[Covenants Equivalent to Loan Agreement § 5.01(b)-(e)]



(b) The Buyer covenants and agrees that at all times from and including the Trade Date and to and including the Expiration Date it shall not, directly or indirectly:

[Covenants Equivalent to Loan Agreement § 5.02]

Annex 5—Additional Representations and Warranties

As of the date hereof, as of each Exercise Date and as of each Settlement Date, the Put Option Buyer hereby represents and warrants to the Put Option Buyer and, in the case of each Settlement Date, any Designated Dealer, as follows:

[Representations and Warranties Equivalent to Loan Agreement § 4.01]

Annex 6—Early Expiration Events

Each of the following events shall constitute an “Early Expiration Event”:

[Events Equivalent to Loan Agreement § 6.01]
A “Potential Early Expiration Event” shall mean an event which, with the giving of notice or lapse of time or both, would constitute an “Early Expiration Event”.
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