 ISDA Multicurrency Agreement

SCHEDULE
to the
MASTER AGREEMENT
(Multicurrency-Cross Border)

dated as of October __, 2001

between

	ENRON CANADA CORP., a corporation organized under the law of the Province of Alberta (“Party A”), and
	ONTARIO POWER GENERATION INC., a corporation organized under the law of the Province of Ontario (“Party B”)


Part 1. Termination Provisions.

(a)  “Specified Entity” means for purposes of Sections 5(a)(v), (vi) and (vii) and in relation to Party A, Enron Power Marketing, Inc.; and in relation to Party B, none.

(b)  “Specified Transaction” will have the meaning specified in Section 14 of this Agreement and “Specified Transaction” shall also include any Transaction (including an agreement with respect thereto) now existing or hereafter entered into between one party to this Agreement (or any Credit Support Provider of such party or any applicable Specified Entity of such party) and the other party to this Agreement (or any Credit Support Provider of such party or any applicable Specified Entity of such party) which is in respect of the purchase or sale of electricity, natural gas, coal, oil or any other commodity (in each case, a “Commodity Transaction”).

Section 5(a)(v) is amended by adding the following provisions thereto:

“provided, notwithstanding the foregoing, with respect to each Specified Transaction that is a Commodity Transaction and with respect to each Specified Transaction to which Party A’s Specified Entity is a party, this Section 5(a)(v) shall only apply to a default in the payment of monies owed under such Specified Transaction or any Credit Support Document related thereto in an aggregate amount greater than U.S.$200,000 that is not the subject of a good faith dispute and this Section 5(a)(v) shall not in any manner otherwise apply with respect to such Specified Transactions;”

(c)
The “Cross Default” provisions of Section 5(a)(vi) will apply to Party A, and will apply to Party B, and:

(i)
Section 5(a)(vi) is amended by deleting in the seventh line thereof “, or becoming capable at such time of being declared,”.

(ii)
The term “Cross Default” shall exclude any default that results solely from:  (I) wire transfer difficulties; (II) an administrative or operational error or omission (so long as sufficient funds are available); or (III) the general lack of availability, by reason of exchange controls or other similar government action, of the currency in which the Specified Indebtedness is denominated.  The preceding sentence shall apply only if (A) funds were available to such party, any Credit Support Provider of such party, or any applicable Specified Entity of such party, as the case may be, to enable the party to make the relevant payment when due, and (B) the party makes the relevant payment within three (3) Local Business Days after such transfer difficulties have been corrected, the error or omission has been discovered, or such currency becomes available.

(iii)
“Specified Indebtedness” means with respect to Party A and Party B, any obligation (whether present or future, contingent or otherwise as principal or surety or otherwise) for the payment or repayment of borrowed money.

(iv) 
“Threshold Amount” means, with respect to Party A and any Specified Entity of Party A, U.S. $150,000,000 (or its equivalent in another currency); with respect to Party A’s Credit Support Provider, U.S. $150,000,000 (or its equivalent in another currency) and, with respect to Party B, U.S. $120,000,000 (or its equivalent in another currency); provided, that, such Threshold Amount shall apply individually and not collectively with respect to each entity set forth above notwithstanding anything to the contrary set forth in Section 5(a)(vi) of the Master Agreement.

(d)
The “Credit Event Upon Merger” provisions of Section 5(b)(iv) as amended below will apply to Party A and to Party B and to any Credit Support Provider or Specified Entity of Party A or Party B.  Section 5(b)(iv) is hereby amended by adding the following phrase between the closing parenthesis and the semicolon at the end thereof:  “provided, however, that 

I.  the foregoing action or event shall not constitute a Termination Event (1) if after such action or event such resulting, surviving, or transferee entity (which entity is the successor-in-interest to such party) is directly or indirectly owned or controlled by such party’s Credit Support Provider, if any, and the Credit Support Documents supporting such party’s obligations remain in full force and effect, or (2) so long as in connection with or after such action or event X or its successor or transferee provides (or causes to be provided) to the other party (“Y”) within two Local Business Days of Y’s written demand therefor Eligible Credit Support in an amount satisfactory to Y in its reasonable discretion.  If such Eligible Credit Support is provided, it shall be in addition to Eligible Credit Support required under the ISDA Credit Support Annex attached hereto as Annex A, but it shall be otherwise administered under Annex A; and

II.  the phrase “materially weaker” means (i) the Credit Rating (as defined in Annex A) of the resulting, surviving or transferee entity is (A) rated below BBB- by S&P (as defined in Annex A) or below Baa3 by Moody’s (as defined in Annex A) with respect to Party A or (B) rated below BBB by DBRS (as defined in Annex A) with respect to Party B, or (ii) in the event there are no such ratings by S&P, Moody’s or DBRS, the Policies (as defined below) in effect at the time, of the party which is not the Affected Party, would lead such non-Affected Party, solely as a result of a change in the nature, character, identity, operations, business, financial or asset profile, or condition of the Affected Party from its state (as a party to the Agreement) prior to such consolidation, amalgamation, merger or transfer, to decline to make an extension of credit to, or enter into a Transaction with, the resulting, surviving or transferee entity.  For purposes of this definition, “Policies” means a party’s (1) internal credit limits applicable to entities or groups,  (2) other limits on doing business with entities domiciled in certain jurisdictions or engaging in certain activities or combinations thereof, or (3) internal restrictions on doing business with entities with whom such party has had prior adverse business relations.”  

(e)
The “Automatic Early Termination” provision of Section 6(a) will not apply to Party A or to Party B.

(f)
Payments on Early Termination.  For the purpose of Section 6(e):  (i) Loss will apply, and (ii) the Second Method will apply.

(g)
“Termination Currency” shall be United States Dollars.

(h)
“Contractual Currency”, unless otherwise agreed to in a Transaction, shall mean Canadian Dollars.
Part 2.  Tax Representations.

Payer and Payee Representations.  For purposes of Sections 3(e) and (f), Party A and Party B make the following representations:

(1) It is a resident of Canada for purposes of the Income Tax Act (Canada) and as such the other party is not required by any applicable law or authority to withhold or deduct for taxes any amount from such other party’s payments due hereunder, (2) during the term hereof, it will not be doing business in any jurisdiction that imposes any withholding tax or similar levy on any payment made or received by it under this Agreement, and (3) upon reasonable demand by such other party, it will deliver to the other party (or such government or taxing authority as the other party reasonably directs) any form or document, completed accurately and satisfactorily, that may be required or reasonably requested in writing in order to allow such other party to make a payment hereunder without any deduction or withholding for or on account of any tax or with such deduction or withholding at a reduced rate (so long as the completion, execution or submission of such form or document would not materially prejudice the legal or commercial position of the party in receipt of such demand).

Part 3.  Agreement to Deliver Documents.
For the purpose of Section 4(a), each party agrees to deliver the following documents, as applicable:

	Party required to deliver document
	Form/Document/Certificate
	Date by which to be delivered
	Covered by Section 3(d) Representation

	Party A
	Duly executed Credit Support Document specified in Part 4(d)
	At execution of this Master Agreement
	Yes

	Party A and Party B
	Duly executed tax forms, documents, or certificates referenced in Part 3(a) above
	as provided in Part 3(a) above
	Yes

	Party A and Party B
	Such proof of the names, true signatures and authority of persons signing this Agreement or any Credit Support Document on behalf of such party or its Credit Support Provider, if any, as applicable, and of the authority of a party to this Agreement to enter into derivative transactions, as the other party may reasonably request
	At execution of this Master Agreement
	Yes

	Party A
	Annual Audited Consolidated Financial Statement of Party A’s Credit Support Provider certified by independent public accountants
	Promptly following demand by Party B, but in no event later than 120 days after the end of each fiscal year of Party A’s Credit Support Provider if such Financial Statement is not available on “EDGAR” or Party A’s Credit Support Provider’s home page on the World Wide Web at www.enron.com
	Yes

	Party A
	Quarterly Unaudited Consolidated Financial Statement of Party A’s Credit Support Provider
	Promptly following demand by Party B, but in no event later than 60 days after the end of each of the first three fiscal quarters of each fiscal year of Party A’s Credit Support Provider if such Financial Statement is not available on “EDGAR” or Party A’s Credit Support Provider’s home page on the World Wide Web at www.enron.com 
	Yes

	Party B
	Annual Audited Consolidated Financial Statement of Party B certified by independent public accountants
	Promptly following demand by Party A, but in no event later than 120 days after the end of each fiscal year of Party B if such Financial Statement is not available on “SEDAR”or Party B’s home page on the World Wide Web at www.opg.com
	Yes

	Party B
	Quarterly Unaudited Consolidated Financial Statement of Party B
	Promptly following demand by Party A, but in no event later than 60 days after the end of each of the first three fiscal quarters of each fiscal year of Party B if such Financial Statement is not available on “SEDAR”or Party B’s home page on the World Wide Web at www.opg.com
	Yes

	Party B
	Statement of Generic Risks Associated with Over-the-Counter Derivative Transactions (copy attached)
	As of the execution of this Agreement
	Yes


Part 4.  Miscellaneous.

(a)
Addresses for Notices.  Section 12(a) is hereby amended to delete the following phrase from the second and third line thereof:  “(except that a notice or other communication under Section 5 or 6 may not be given by facsimile transmission or electronic messaging system)”.  For the purpose of Section 12(a) of this Agreement:

Address for notices or communications to Party A:

	Street Address: 

(for courier delivery)


	Enron Canada Corp.

400-3rd Avenue, Suite 3500

Calgary, Alberta   T2P 4H2

Attn:  Director, Documentation Department
	Facsimile No.:  (713) 646-4816
Telephone No.:  (713) 853-3300


A copy of any notice sent to Party A pursuant to Section 5 or 6 or Annex A must also be sent to (i) Enron Corp., Attention:  Corporate Secretary at the above address and facsimile no. (713) 853-2534, and (ii) Enron North America Corp., Attention:  Assistant General Counsel, Trading Group at the above address and facsimile no. (713) 646-4818.

Address for notices or communications to Party B:

	Street Address: 

Street Address:

(for courier delivery) 

	Ontario Power Generation, Inc.

700 University Avenue, H9C14

Toronto, Ontario  M5G 1X6

Attn.:  Senior Manager, Contracts
	Facsimile No.:  (416) 592-5807

Telephone No.:  (416) 592-8060


A copy of any notice sent to Party B pursuant to Sections 5 or 6 must also be sent to each of the following:

Ontario Power Generation Inc.                                            Ontario Power Generation Inc.

700 University Ave.  H9C20                                                  700 University Ave. H18H21

Toronto, Ontario   M5G 1X6                                                  Toronto, Ontario M5G 1X6

Attention:  Manager-Credit                                                    Attention:  Vice President-Treasurer

Phone No.:  (416) 592-8060                                                   Phone No.:  (416) 592-7654

Facsimile No.:  (416) 592-8335                                               Facsimile No.:  (416) 592-4775

(b)
Offices; Multibranch Parties.  The provisions of Section 10(a) will be applicable.  For the purpose of Section 10(c):  Party A is not a Multibranch Party and Party B is not a Multibranch Party.

(c)
Calculation Agent.  The Calculation Agent is Party A, unless otherwise agreed to with respect to a Transaction.  If an Event of Default or Potential Event of Default has occurred and is continuing with respect to the party appointed to act as the Calculation Agent, the other party shall be the Calculation Agent.  All determinations by the Calculation Agent shall be made in good faith and in a commercially reasonable manner and are subject to agreement by Party A and Party B.  If the parties are unable to agree on a particular determination made by the Calculation Agent, the parties will resolve such dispute in accordance with Section 13(b) of this Agreement for Claims at or exceeding U.S.$250,000.  For Claims less than U.S.$250,000 if the parties are unable to agree on a particular determination made by the Calculation Agent, the parties will designate a mutually acceptable leading dealer in the relevant market to act as substitute calculation agent.  If the parties are unable to agree on a substitute calculation agent, the parties shall each appoint a leading dealer in the relevant market who shall together appoint a leading dealer to act as the substitute calculation agent.  The determination of the substitute calculation agent shall be binding absent manifest error.  The cost of the substitute calculation agent shall be borne equally by the parties.

(d)
Credit Support Documents.  Details of any Credit Support Document, each of which is incorporated by reference in, and made part of, this Agreement and each Confirmation (unless provided otherwise in a Confirmation) as if set forth in full in this Agreement or such Confirmation:  (i) Guaranty dated of even date herewith by Enron Corp. in favor of Party B in the form attached hereto as Exhibit A, as amended, restated or replaced from time to time, (ii) ISDA Credit Support Annex attached hereto as Annex A, as amended, restated or replaced from time to time, and (iii) any Letters of Credit as defined in Annex A.

(e)
Credit Support Provider.  (i) Credit Support Provider means in relation to Party A, Enron Corp.; and (ii) Credit Support Provider means in relation to Party B, none.

(f)
Netting of Payments.  Section 2(c)(ii) will not apply to all Transactions.

(g)
Governing Law.  This Agreement will be governed by, and construed, interpreted, and enforced in accordance with the substantive law of the Province of Ontario (without reference to its choice of law doctrine).

(h)
Jurisdiction.  Section 13(b) is hereby deleted in its entirety and replaced with the following:


(b)
Agreement To Arbitrate:  Except as otherwise provided herein, any claim, counterclaim, demand, cause of action, dispute, and controversy arising out of or relating to this Agreement or the relationship established by this Agreement, any provision hereof, the alleged breach thereof, or in any way relating to the subject matter of this Agreement, involving the parties and/or their respective representatives (collectively the “Claims”), even though some or all of such Claims allegedly are extra-contractual in nature, whether such Claims sound in contract, tort, or otherwise, at law or in equity, under state or federal law, whether provided by statute or the common law, for damages or any other relief, shall be resolved by binding arbitration.

Conduct Of The Arbitration, And Authority Of The Arbitrators:  Arbitration shall be conducted pursuant to the Arbitration Act, 1991 of Ontario, as amended and then in effect to the extent not inconsistent with the rules herein specified.  The validity, construction, and interpretation of this agreement to arbitrate, and all procedural aspects of the arbitration conducted pursuant hereto shall be decided by the arbitrators.  In deciding the substance of the parties’ Claims, the arbitrators shall refer to the Governing Law.  It is agreed that the arbitrators shall have no authority to award treble, exemplary or punitive damages of any type under any circumstances whether or not such damages may be available under state or federal law, or under the Federal Arbitration Act, or under the Commercial Arbitration Rules of the American Arbitration Association, the parties hereby waiving their right, if any, to recover any such damages.

Forum For The Arbitration And Selection Of Arbitrators:  The arbitration proceeding shall be conducted in Toronto, Ontario or in any other mutually agreed upon location.  Within thirty days of the notice of initiation of the arbitration procedure, each party shall select one arbitrator.  The two arbitrators shall select a third arbitrator.  The third arbitrator shall be a person who has over eight years professional experience in over-the-counter derivative products and who has not previously been employed by either party and does not have a direct or indirect interest in either party or the subject matter of the arbitration.  While the third arbitrator shall be neutral, the two party-appointed arbitrators are not required to be neutral, and it shall not be grounds for removal of either of the two party-appointed arbitrators or for vacating the arbitrators’ award that either of such arbitrators has past or present minimal relationships with the party that appointed such arbitrator.

Confidentiality:  To the fullest extent permitted by law, any arbitration proceeding and the arbitrators’ award shall be maintained in confidence by the parties.

(i)
“Affiliate” will have the meaning specified in Section 14 of this Agreement, except that in the case of Party B, the term Affiliate shall not include any entity that controls, directly or indirectly, Party B or any entity directly or indirectly under common control with Party B.
Part 5.  Other Provisions.

(a)
Conditions Precedent.  The condition precedent set forth in clause (1) of Section 2(a)(iii) shall not apply to payments owed by a party if the other party shall have satisfied in full all its payment obligations under Section 2(a)(i) and shall at the relevant time have no future payment obligations whether absolute or contingent, under Section 2(a)(i).

(b)
Absence of Litigation.  Section 3(c) of this Agreement is hereby amended by: (i) adding in the second line thereof after the word “governmental” the words “,regulatory” and (ii) adding the words “in any material respect” immediately prior to the end of the section. 

(c)
Accuracy of Specified Information.  Section 3(d) of this Agreement is hereby amended by adding in the third line thereof after the word “respect” and before the period the words “or, in the case of audited or unaudited financial statements, a presentation of the financial condition of the relevant party in accordance with generally accepted accounting principles, consistently applied”.

(d)
Representations.  Section 3 is hereby amended by adding at the end thereof the following Subsections (g), (h) (i) and (j):

(g)
Canadian Securities Matters.  Each Transaction shall constitute an “OTC Derivative” as defined in paragraph 4 of the Alberta Securities Commission Order Doc#394043 and it is a “Qualified Party” within the meaning of paragraph 9.1 of such order, as in effect on the date hereof.
(h)
No Reliance.  In connection with this Agreement, any Credit Support Document to which it is a party, and each Transaction:  (i) it is acting as principal (and not as agent, advisor, broker or in any other capacity, fiduciary or otherwise); (ii) the other party is not acting as a fiduciary or financial or investment advisor for it; (iii) it is not relying upon any representations (whether written or oral) of the other party other than the representations expressly set forth in this Agreement and in such Credit Support Document; (iv) it has not been given by the other party (directly or indirectly through any other person) any advice, counsel, assurance, guarantee, or representation whatsoever as to the expected or projected success, profitability, return, performance, result, effect, consequence, or benefit (either legal, regulatory, tax, financial, accounting, or otherwise) of this Agreement, such Credit Support Document, or such Transaction; (v) it has consulted with its own legal, regulatory, tax, business, investment, financial, and accounting advisors to the extent it has deemed necessary, and it has made its own investment, trading, hedging, and other decisions based upon its own judgment and upon any advice from such advisors as it has deemed necessary, and not upon any view expressed by the other party; (vi) its decisions have been the result of arm’s length negotiations between the parties; and (vii) it is entering into this Agreement, such Credit Support Document, and such Transaction with a full understanding of all of the risks hereof and thereof (economic and otherwise), and it is capable of assuming and willing to assume those risks.


(i)
Limitation of Representations and Warranties.  ALL OTHER REPRESENTATIONS OR WARRANTIES, EXPRESS OR IMPLIED, INCLUDING ANY WARRANTY OF MERCHANTABILITY OR OF FITNESS FOR ANY PARTICULAR PURPOSE, ARE DISCLAIMED. 

(j)
Customization and Creditworthiness.  The economic terms of this Agreement, any Credit Support Document to which it is a party, and each Transaction have been individually tailored and negotiated by it; the creditworthiness of the other party was a material consideration in its entering into or determining the terms of this Agreement, such Credit Support Document, and such Transaction.

(e)  Reference Market-makers.  The definition of “Reference Market-makers” in Section 14 is hereby amended by:  (i) deleting “to the extent practicable” from the fourth line thereof; and (ii) deleting in the fourth line thereof after the word “dealers” the words “having an office in the same city” and replacing such words with the words “who enter into transactions similar in nature to Transactions”.


(f)  Definitions.  This Agreement, each Confirmation, and each Transaction are subject to the 2000 ISDA Definitions and the Annex to the 2000 ISDA Definitions, as such definitions may be amended, supplemented, replaced or modified from time to time (collectively, the “Definitions”), each as published by the International Swaps and Derivatives Association, Inc. (“ISDA”), and will be governed in all respects by the Definitions (except that any references to “Swap Transactions” in the Definitions will be deemed to be references to “Transactions”).  The Definitions are incorporated by reference in, and made part of, this Agreement and each relevant Confirmation as if set forth in full in this Agreement and such Confirmation.  In the event of any inconsistency between the provisions of this Agreement and the Definitions, this Agreement will prevail.  In the event of any inconsistency between the provisions of any Confirmation and this Agreement or the Definitions, such Confirmation will prevail for the purpose of the relevant Transaction.


(g)  Procedures for Entering into Transactions.   The parties hereby amend Section 9(e)(ii) by adding the following paragraphs at the end thereof:   

“Concerning Transactions other than EOL Transactions (as below defined).  On or promptly after the date on which the parties reach oral agreement on the terms of a Transaction as contemplated by the first sentence of this Section, Party A will send to Party B a Confirmation documenting the terms of the oral agreement reached.  This Agreement and the terms and conditions specified in the Confirmation shall constitute the terms and conditions of that Transaction.  Party B shall promptly thereafter (but in no event more than three (3) Business Days after its delivery to Party B was deemed effective pursuant to Section 12(a)) confirm the accuracy of (in the manner required by this Section), or request the correction of such Confirmation (in the latter case, indicating how it believes the terms of such Confirmation should be correctly stated and any other terms which should be added or deleted from the Confirmation such that it correctly reflects the oral agreement reached in respect of the Transaction referred to in the Confirmation).

If Party B fails to either confirm or dispute the accuracy of a Confirmation as provided above, its failure shall constitute its acknowledgement that the Confirmation reflects Party B’s agreement on the terms of the Transaction referred to therein.  Party B understands and is aware that its failure to respond to a Confirmation shall constitute both its acceptance of the Transaction therein described and its acknowledgement that it has reviewed the terms of such Confirmation and found them sufficient to describe and document its understanding of the applicable Transaction.

If Party A fails to send to Party B a Confirmation within three (3) Business Days after the Transaction is entered into, Party B may send to Party A a Confirmation.  Party A shall promptly thereafter (but in no event more than three (3) Business Days after its delivery to Party A was deemed effective pursuant to Section 12(a)) confirm the accuracy of (in the manner required by this Section), or request the correction of such Confirmation (in the latter case, indicating how it believes the terms of such Confirmation should be correctly stated and any other terms which should be added or deleted from the Confirmation such that it correctly reflects the oral agreement reached in respect of the Transaction referred to in the Confirmation).

If Party A fails to either confirm or dispute the accuracy of a Confirmation as provided above, its failure shall constitute its acknowledgement that the Confirmation reflects Party A’s agreement on the terms of the Transaction referred to therein.  Party A understands and is aware that its failure to respond to a Confirmation shall constitute both its acceptance of the Transaction therein described and its acknowledgement that it has reviewed the terms of such Confirmation and found them sufficient to describe and document its understanding of the applicable Transaction.

If Party A and Party B each send a Confirmation in accordance with the foregoing and neither Party objects to the other Party’s Confirmation within three (3) Business Days of when its delivery was deemed effective pursuant to Section 12(a), Party A’s Confirmation shall be deemed to be accepted and shall be the controlling Confirmation, unless (i) Party A’s Confirmation was sent more than three (3) Business Days after the Transaction was entered into and (ii) Party B’s Confirmation was sent prior to Party A’s Confirmation, in which case Party B’s Confirmation shall be deemed to be accepted and shall be the controlling Confirmation.  Failure by either Party to send or either Party to return an executed Confirmation or any objection by either Party shall not invalidate the Transaction agreed to by the Parties.  

Concerning EOL Transactions.  The parties have previously entered into, and/or expect in the future to enter into, Transactions in which the relevant Commodity is either natural gas or power from time to time using the EnronOnline trading system (“EOL”) (each an “EOL Transaction” and collectively the “EOL Transactions” whether entered into before, on, or after the date of this Agreement).  Neither party is required to send to the other a Confirmation of any EOL Transaction, and failure to send a Confirmation of an EOL Transaction shall not constitute a default or have any other ramification under this Agreement.  The EOL Transactions shall be binding on the parties and shall be governed by all other provisions of this Agreement to the same extent as if Confirmations had been sent by one party and executed and returned by the other.  The electronic records of the EOL Transactions available on EOL shall supplement, form a part of, and be subject to the terms of this Agreement and this paragraph shall apply to any EOL Transaction that has not been documented in a Confirmation executed and delivered by both parties.  Each party consents to the introduction into evidence of the records of the EOL Transactions maintained on EOL and waives any right to object to such records as not being in writing or constituting a writing.  Electronic EOL records, if introduced in evidence in any judicial, arbitration, mediation or administrative proceedings, will be admissible as between the parties to the same extent and under the same conditions as other business records originated and maintained in documentary form.  No party shall object to the admissibility of such EOL electronic records on the basis that such were not originated or maintained in documentary form under either the hearsay rule, the best evidence rule or other rule of evidence.”

  (h)
Recording.  Each party consents, without any further notice, (i) to the  audio  recording by the other of telephone conversations between the trading and marketing personnel of the parties in connection with this Agreement and any Transactions entered into pursuant to it;  (ii) that all recordings so made shall be admissible for introduction into evidence, and may be used to prove the existence and terms of oral agreements between the parties; (iii) waive any further notice of such monitoring or recording, and (iv) agree to notify its relevant officers and employees of such monitoring or recording.  Neither party shall have an obligation to make such recordings or retain such recordings unless such retention is required by law or governmental order.
(i)
Setoff.  Upon the designation or deemed designation of an Early Termination Date occasioned by an Event of Default under Section 5(a), or a Termination Event under Section 5(b)(iii), (iv) or (v) where there is one Affected Party, the Non-defaulting Party or the non-Affected Party (in either case, “X”) may, at its option and in its discretion, setoff, against any amounts Owed to the Defaulting Party or Affected Party (in either case, “Y”) in Dollars or any other currency by X and all Affiliates of X under this Agreement or under any other agreement(s), instrument(s) or undertaking(s), any amounts Owed in Dollars or any other currency by Y to X and all of X’s Affiliates (irrespective of place of payment or booking office of the obligation) under this Agreement or under any other agreement(s), instrument(s) or undertaking(s).  The obligations of Y and X under this Agreement in respect of such amounts shall be deemed satisfied and discharged to the extent of any such setoff exercised by X and X’s Affiliates.  X will give Y notice of any setoff effected under this section as soon as practicable after the setoff is effected provided that failure to give such notice shall not affect the validity of the setoff.  For purposes of this section, “Owed” shall mean any amounts owed or otherwise accrued and payable (regardless of whether such amounts have been or could be invoiced) as of the Early Termination Date.

Amounts subject to the setoff permitted in this section may be converted by X into any currency in which any obligation Owed is denominated at the rate of exchange at which X, acting in a reasonable manner and in good faith, would be able to purchase the relevant amount of the currency being converted.    If an obligation is unascertained, X may in good faith estimate that obligation and setoff in respect of the estimate, subject to the relevant party accounting to the other when the obligation is ascertained.  Nothing in this section shall be effective to create a charge or other security interest except as may be provided under applicable law.  This setoff provision shall be without limitation and in addition to any right of setoff, netting, offset, combination of accounts, counterclaim, lien or other right to which any party is at any time otherwise entitled (whether by operation of law, contract or otherwise).  Each of the parties represent and acknowledge that the rights set forth in this section are an integral part of this Agreement between the parties and that without such rights the parties would not be willing to enter into Transactions.  The parties further acknowledge that each is executing this Agreement on behalf of itself as principal and, with respect to this section, as agent on behalf of its Affiliates, which Affiliates shall receive the benefits of this section and otherwise be bound as if such Affiliates had directly signed this Agreement as it relates to this section.

(j)
LIMITATION OF LIABILITY.  THE  PARTIES CONFIRM THAT THE EXPRESS PAYMENTS PROVIDED FOR IN THIS AGREEMENT IN LIEU OF OTHER REMEDIES OR MEASURES OF DAMAGES SATISFY THE ESSENTIAL PURPOSES HEREOF.  FOR BREACH OF ANY PROVISION FOR WHICH AN EXPRESS PAYMENT IS SPECIFIED AS THE APPROPRIATE MEASURE OF DAMAGES, SUCH PAYMENT SHALL BE THE SOLE AND EXCLUSIVE REMEDY AVAILABLE TO A PARTY AND ALL OTHER REMEDIES AT LAW OR IN EQUITY ARE WAIVED.   NO PARTY SHALL BE REQUIRED TO PAY OR BE LIABLE FOR SPECIAL, PUNITIVE, EXEMPLARY, INCIDENTAL, CONSEQUENTIAL, OR INDIRECT DAMAGES (WHETHER OR NOT ARISING FROM ITS NEGLIGENCE) TO ANY OTHER PARTY; PROVIDED, HOWEVER, THAT NOTHING IN THIS PROVISION SHALL AFFECT THE ENFORCEABILITY OF SECTION 6(e) OF THIS AGREEMENT.  IF AND TO THE EXTENT ANY PAYMENT REQUIRED TO BE MADE PURSUANT TO THIS AGREEMENT IS DEEMED TO CONSTITUTE LIQUIDATED DAMAGES, THE PARTIES ACKNOWLEDGE AND AGREE THAT SUCH DAMAGES ARE DIFFICULT OR IMPOSSIBLE TO DETERMINE AND THAT SUCH PAYMENT IS INTENDED TO BE A REASONABLE AND GENUINE PRE-ESTIMATE AND APPROXIMATION OF THE AMOUNT OF SUCH DAMAGES AND NOT A PENALTY.

(k)
Confidentiality.  The contents of this Agreement and all other documents relating to this Agreement, and any information made available by one party or its Credit Support Provider to the other party or its Credit Support Provider with respect to this Agreement is confidential and shall not be disclosed to any third party (nor shall any public announcement relating to this Agreement be made by either party), except for such information (i) as may become generally available to the public other than as a result of a violation of this Agreement, (ii) as may be required or appropriate in response to any summons, subpoena, or otherwise in connection with any litigation or to comply with any applicable law, order, regulation, ruling, or accounting disclosure rule or standard, (iii) as may be obtained from a non-confidential source that disclosed such information in a manner that did not violate its obligations to the non-disclosing party or its Credit Support Provider in making such disclosure, or (iv) as may be furnished to the disclosing party’s Affiliates, and to each of such person’s auditors, rating agencies, attorneys, advisors or lenders which are required to keep the information that is disclosed in confidence.  In the event that a party is requested or required (by interrogatory, request for information or documents, subpoena, deposition, civil investigative demand or other legal process) to disclose any Confidential Information, it is agreed that the party requested to disclose the information (“X”) will provide the other party (“Y”) with prompt notice of any such request or requirement, if the notice is, in the determination of X’s counsel, permitted by law, so that Y may seek an appropriate protective order or waive compliance with the provisions of this Agreement.  Additionally, X shall make reasonable efforts to maintain the confidentiality of such information, including providing Y reasonable assistance in requesting a protective order from the appropriate authority.  If failing the entry of a protective order or the receipt of a waiver hereunder, a party is, in the opinion of counsel, compelled to disclose Confidential Information, that party may disclose that portion of the Confidential Information which counsel advises such party it is compelled to disclose.  The costs, inclusive of legal fees, incurred by X related to its compliance with this paragraph shall be borne by Y.

(l)
Transfer.  Section 7 is hereby amended by (i) adding in the third line thereof after the word "party" the words "which consent shall not be unreasonably withheld or delayed" and (ii) adding the following Subsection (c):

“(c)  Party A may transfer its rights and obligations under this Agreement, in whole but not in part, to any Affiliate so long as the obligations of such Affiliate are guaranteed by Enron Corp. pursuant to a guaranty substantially similar to the one provided on behalf of Party A hereunder, provided that such transfer will not give rise to a Termination Event or an Event of Default.”

(m)
Applicable Rate.  The definition of “Applicable Rate” set forth in Section 14 is hereby amended by adding to the end of Subsection (b) of the definition after the word “Rate” the following provision:  “; provided, however, that if the payee is a Defaulting Party for purposes of Section 6(e), then the rate shall be the Non-default Rate.”

(n)
Severability.  If any term, provision, covenant or condition of this Agreement, or the application thereof to any party or circumstance, shall be held to be invalid or unenforceable (in whole or in part) for any reason, the remaining terms, provisions, covenants, and conditions hereof shall continue in full force and effect as if this Agreement had been executed with the invalid or unenforceable portion eliminated, so long as this Agreement as so modified continues to express, without material change, the original intentions of the parties as to the subject matter of this Agreement and the deletion of such portion of this Agreement will not substantially impair the respective benefits or expectations of the parties to this Agreement; provided, however, that this severability provision shall not be applicable if any provision of Section 1, 2, 5 or 6 (or any definition or provision in Section 14 to the extent it relates to, or is used in or in connection with any such Section) shall be so held to be invalid or unenforceable.

(o)
Maximum Rate; Disclosure, etc.  Notwithstanding any provision to the contrary contained in this Agreement, the Default Rate, Non-default Rate, Termination Rate and any other rate of interest payable under this Agreement shall not exceed the maximum interest rate, if any, that at any time or from time to time may be contracted for, taken, reserved, charged, or received under applicable law.  Any applicable interest rate expressed as an annual rate of interest shall, for the purposes of compliance with applicable law, be equivalent to such interest rate multiplied by the actual number of days in the calendar year in which the same is to be determined and divided by 365/366, as the case may be.

(p)
Existing Transactions.  In the event that the parties have entered into Transactions prior to the date of this Agreement (collectively, the “Prior Transactions”), the parties agree that all such Prior Transactions shall constitute Transactions under and governed by this Agreement.  To the extent of any conflict between the terms and provisions of the Prior Transactions and the terms and provisions of this Agreement, the terms and provisions of this Agreement shall control.

(q)
Other Modifications to the Agreement.


(i)
Section 4(c) is hereby amended by replacing the words "to which it may be subject" with the words "to which it is subject."


(ii)
Section 5(a)(iii)(1) is hereby deemed to include the breach by the party or any Credit Support Provider of any representation, warranty or covenant set forth in any Credit Support Document.  


(iii)
The introductory paragraph of Section 5(a)(viii) is hereby amended by adding the words "or reorganizes, reincorporates or reconstitutes into or as," in the third line thereof after the words "its assets to," and by adding the words ", reorganization, reincorporation, reconstitution" in the third line thereof after the word "merger."


(iv)
Section 5(b)(iii) is hereby amended by adding the words “or reorganizing, reincorporating, or reconstituting into or as,” in the eighth line thereof after the words “its assets to,”.

Part 6.  Additional Provisions For Commodity Derivatives Transactions.

(a)
Scope, Definitions and Inconsistencies.  The terms and conditions of this Part 6 shall apply only to a Transaction which is:  (a) a Transaction that is a Commodity swap transaction, cross-commodity swap transaction, commodity cap transaction, commodity floor transaction, commodity collar transaction, commodity option transaction or any other similar Transaction (including any Option with respect to any of these Transactions); (b) a combination of these Transactions; or (c) any other Transaction identified as a Commodity Transaction in the related Confirmation.  Any such Transaction shall constitute a “Transaction” for the purposes of this Agreement but shall be referred to in this Part 6 as a “Commodity Transaction”.  The 1993 ISDA Commodity Derivatives Definitions, as amended, supplemented, replaced or modified from time to time, (the “Commodity Definitions”) are incorporated by reference in this Part 6 and any Confirmation of a Commodity Transaction.  All terms used in this Part 6 that are not otherwise defined shall have the meanings given to them in the Commodity Definitions.  In the event of any inconsistencies, the parts of this Agreement shall rank as follows and the relevant term in the highest ranking document shall prevail:  (i) the Confirmation; (ii) this Part 6 of this Schedule; (iii) the remainder of this Schedule; (iv) the printed form of the ISDA Master Agreement; (v) the Commodity Definitions; and (vi) the Definitions.

(b)
Market Disruption Events.  In lieu of Section 7.4(d) of the Commodity Definitions, the “Market Disruption Events” specified in Section 7.4(c)(i), (c)(ii), (c)(iii), (c)(iv), (c)(v) and (c)(viii) of the Commodity Definitions shall apply, except as otherwise specified in the relevant Confirmation.

(c)
Commodity Definitions.  Section 7.4(c)(viii) of the Commodity Definitions is hereby amended by the addition of the following at the end thereof:

“For these purposes, a limitation of trading on any Commodity Business Day shall be deemed to be material only if the relevant Exchange establishes limits on the range within which the price of the Futures Contract may fluctuate in the first nearby month and the closing or settlement price of such Futures Contract on such day is at the upper or lower limit of that range.”

Section 7.5(e) of the Commodity Definitions is hereby deleted.

(d)
Additional Market Disruption Events.  “Additional Market Disruption Events” shall apply only if so specified in the relevant Confirmation.

(e)
Disruption Fallbacks.  The following “Disruption Fallbacks” specified in Section 7.5(c) of the Commodity Definitions shall apply, in the following order, except as otherwise specified in the relevant Confirmation:

(i)
“Fallback Reference Price” (if the relevant parties have specified an alternate Commodity Reference Price in the Confirmation);

(ii)
“Negotiated Fallback” (provided that the reference in Section 7.5(c)(ii) to “fifth Business Day” shall be amended to be “twelfth Business Day”); and

(iii)
The Relevant Price will be determined and calculated as set forth in the definition of “Commodity-Reference Dealers”, however, notwithstanding any reference to the number of Specified Prices in such definition, Party A shall obtain in good faith quotations from two (2) leading dealers in the relevant market and the price for that Pricing Date will be the arithmetic mean of the Specified Prices.

(f)  
Rounding.  The following rounding conventions shall apply for the purpose of calculating the Floating Price(s) with respect to applicable Transactions.  Floating Price(s) relating to Commodities quoted (i) in gallons shall be rounded to five places, (ii) in MMBtus shall be rounded to four places, (iii) in barrels shall be rounded to three places, (iv) in gigajoules shall be rounded to four places, (v) in liters shall be rounded to five decimal places, and (vi) in electric power units shall be rounded to three places.  If the number after the final number is five or greater, then the final number shall be increased by one, and if the number after the final number is less than five then the final number shall remain unchanged.

(g)
Corrections to Published Prices.  For purposes of any Transaction in which paper or pulp is the relevant Commodity, the phrase “within 30 calendar days” in line 5 of Section 7.3 of the Commodity Definitions shall be replaced by the phrase “within 40 calendar days.”  For purposes of any Transaction in which electric power is the relevant Commodity, the phrase “within 30 calendar days” in line 5 of Section 7.3 of the Commodity Definitions shall be replaced by the phrase “within 365 calendar days.”
(h)
Illiquid Transactions.  For purposes of any Transaction in which the relevant Commodity is traded in a market that is less liquid than other OTC derivatives markets, each of the parties recognize that (i) such market is less liquid than other OTC derivatives markets; (ii) it may be more difficult for it to obtain quotations from a marketmaker or other dealer that is not a party to the Transaction and consequently to establish an independent value for the Transaction; (iii) any prices or terms quoted by any party for entering into, modifying, or terminating a Transaction, although based upon what such party believes to be a commercially reasonable valuation methodology, may be different than if this market were more mature and liquid; and (iv) any valuations which may be provided by any party  do not necessarily reflect such party’s internal bookkeeping or theoretical model-based valuations of the Transaction and may reflect other factors, including without limitation the creditworthiness of a counterparty, costs of carry, use of capital, and profit.

Part 7.  Assignment of Certain Transactions.  Enron North America Corp. (“ENA”) does hereby assign to Party A all of its right, title and interest in and to any and all financial derivative transactions entered into between ENA and Party B as of the date hereof.  Party A and Party B each acknowledge and agree that (i) the terms and conditions contained in this Agreement amend and replace in their entirety the General Terms and Conditions Financial posted on the Website (below defined) that had previously governed such transactions; (ii) this Agreement shall be a master agreement between Party A and Party B referred to in Section 3 of the Electronic Trading Agreement among ENA, on behalf of it and its affiliates, and Party B posted on the website or other internet-based electronic trading facility (the “Website”) established by Enron Online, LLC or its affiliates; and (iii) such transactions shall be considered Transactions hereunder.

EXECUTED effective as of the date first written above.

	ENRON CANADA CORP.
By:







Name:






Title:    

Date:     





	ONTARIO POWER GENERATION INC.
By:







Name:






Title:







Date:     







	
	


ENRON NORTH AMERICA CORP.

Joining herein for the purposes stated in Part 7.

By:







Name:






Title:    

Date:     



ANNEX A
ISDA CREDIT SUPPORT ANNEX, including Paragraph 13 thereto

SCHEDULE 1
IRREVOCABLE TRANSFERABLE STANDBY LETTER OF CREDIT

EXHIBIT A
FORM OF GUARANTY (PARTY A)

PARAGRAPH 13

to the

ISDA CREDIT SUPPORT ANNEX

dated as of October __, 2000

between

	ENRON CANADA CORP., a corporation organized under the law of the Province of Alberta (“Party A”), and
	ONTARIO POWER GENERATION INC., a corporation organized under the law of the Province of Ontario (“Party B”)


Paragraph 13.  Elections and Variables.
(a)
Security Interest for “Obligations”.  The term “Obligations” as used in this Annex includes the following additional obligations:

With respect to Party A:  None.

With respect to Party B:  None.

(b)
Credit Support Obligations.

(i)  Delivery Amount, Return Amount, and Credit Support Amount.
(A) “Delivery Amount” has the meaning specified in Paragraph 3(a).

(B) “Return Amount” has the meaning specified in Paragraph 3(b).

(C) “Credit Support Amount” will mean the higher of (i) the amount calculated as provided in the definition of that term in Paragraph 3 and (ii) the sum of the Pledgor’s Independent Amounts; provided, that, the Credit Support Amount shall be deemed to be zero on any Valuation Date in which there are no Transactions outstanding and Party A and Party B have no obligations, contingent or otherwise, to each other under this Agreement or any Credit Support Document.
(ii)  Eligible Collateral.  The following items will qualify as “Eligible Collateral” for the party specified.

	
	
	Party A
	Party B
	Valuation

Percentage



	(A)
	Cash


	[  ]
	[  ]
	100%

	(B)
	Negotiable debt obligations issued by the U.S. Treasury Department having an original maturity at issuance of not more than one year (“Government Obligations”)


	[  ]
	[  ]
	98%

	(C)
	Other:
None
	
	
	


(iii)  Other Eligible Support.  The following items will qualify as “Other Eligible Support” for the party specified:
	
	Party A


	Party B


	Valuation

Percentage



	Letters of Credit
	[X]
	[X]
	100% unless either (i) a Letter of Credit Default shall apply with respect to such Letter of Credit or (ii) twenty (20) or fewer Local Business Days remain prior to the expiration of such Letter of Credit, in which case the Valuation Percentage shall be 0.


(iv)  Thresholds.

(A)  “Independent Amount” means with respect to a party, the amount specified as such for that party in each Confirmation, or if no amount is specified, zero.

(B)  “Threshold” means with respect to Party A, as of any date, the lesser of the applicable amounts set forth in the Threshold Grid shown below and the limit (if any) in the amount guaranteed by Party A’s Credit Support Provider.  The applicable amount set forth in the Threshold Grid as of any date shall be the amount shown in the relevant row of the Threshold Grid based on the lowest of the DBRS, S&P or Moody’s ratings, then applicable to Party A’s Credit Support Provider.  If only one debt rating is available, then the relevant Threshold shall be the amount set forth opposite such debt rating in the Threshold Grid.  Notwithstanding the foregoing, in the event that any guarantee provided by Party A’s Credit Support Provider expires or is cancelled, or a Specified Condition, Event of Default or Potential Event of Default exists with respect to Party A, Threshold means zero with respect to Party A. 
“Threshold” means with respect to Party B, as of any date, the applicable amount set forth in the Threshold Grid shown below.  The applicable amount set forth in the Threshold Grid as of any date shall be the amount shown in the relevant row of the Threshold Grid based on the lowest of the DBRS, S&P or Moody’s ratings, then applicable to Party B.  If only one debt rating is available, then the relevant Threshold shall be the amount set forth opposite such debt rating in the Threshold Grid.  Notwithstanding the foregoing, in the event that a Specified Condition, Event of Default or Potential Event of Default exists with respect to Party B, Threshold means zero with respect to Party B. 
Threshold Grid

	Sr. Unsecured Debt Ratings by
	Party B
	Party A

	DBRS
	S&P
	Moody's
	Threshold Amount USD
	Threshold Amount USD

	AA and above
	AA- and above
	Aa3 and Above
	 $                 35,000,000 
	 $                     35,000,000 

	AA (low) and A (high)
	A+ and A
	A1 and A2
	 $                 25,000,000 
	 $                     25,000,000 

	A and A (low)
	A- and BBB+
	A3 and Baa1
	 $                 15,000,000 
	 $                     15,000,000 

	BBB (high)
	BBB
	Baa2
	 $                 12,500,000 
	 $                     12,500,000 

	BBB
	BBB-
	Baa3
	 $                 10,000,000 
	 $                     10,000,000 

	BBB (low) or below
	BB+ and below
	Ba1 and below
	 $                                 0
	 $                                    0


(C)  “Minimum Transfer Amount” means with respect to Party A:  U.S. $0.

“Minimum Transfer Amount” means with respect to Party B:  U.S. $0.

(D)  Rounding.  The Delivery Amount will be rounded up to the nearest integral multiple of U.S. $250,000 and the Return Amount will be rounded down to the nearest integral multiple of U.S. $250,000.

(c)  Valuation and Timing.
(i)  “Valuation Agent” means, for purposes of Paragraph 3 and 5, the party making the demand under Paragraph 3 and, for purposes of Paragraph 6(d), the Secured Party receiving or deemed to receive the Distributions or the Interest Amount, as applicable, unless such party fails to perform its obligations as Valuation Agent under Paragraph 4(c) or Paragraph 6(d) in a timely manner, or an Event of Default or Potential Event of Default has occurred and is continuing with respect to such party acting as Valuation Agent, in which event the other party shall be the Valuation Agent. In the event that an Event of Default or Potential Event of Default has occurred and is continuing with respect to both parties, then the party making the demand under Paragraph 3, and, for purpose of Paragraph 6(d), the Secured Party receiving or deemed to receive the Distributions or the Interest Amount, as applicable, shall be the Valuation Agent. 

(ii)  “Valuation Date” means any Local Business Day.

(iii)  “Valuation Time” means:

[  ]  the close of business in the city of the Valuation Agent on the Valuation Date or date of calculation, as applicable;

[X]  the close of business in the city of the Valuation Agent on the Local Business Day before the Valuation Date or date of calculation, as applicable;

provided that the calculations of Value and Exposure will be made as of approximately the same time on the same date.

(iv)  “Notification Time” means 1:00 p.m., New York time, on a Local Business Day:

(v)   Paragraph 4(b) shall be amended to delete the words “next Local Business Day” in the third line thereof and substitute therefor the words “second Local Business Day thereafter” and delete the word “second” on the last line thereof and replace it with the word “third.”


(d)
Conditions Precedent and Secured Party’s Rights and Remedies.  The following Termination Event(s) will be a “Specified Condition” for the party specified (that party being the Affected Party if the Termination Event occurs with respect to that party):

	Specified Condition
	Party A
	Party B



	Illegality


	[X]
	[X]

	Tax Event


	[X]
	[X]

	Tax Event Upon Merger


	[X]
	[X]

	Credit Event Upon Merger


	[X]
	[X]

	Additional Termination Event(s):


	None
	None


(e)  Substitution.
(i)  “Substitution Date” has the meaning specified in Paragraph 4(d)(ii).

(ii)  Consent.  If specified here as applicable, then the Pledgor must obtain the Secured Party’s consent for any substitution pursuant to Paragraph 4(d):  Applicable.

(f)  Dispute Resolution.
(i)  “Resolution Time” means 1:00 p.m., New York time, on the second Local Business Day following the date on which notice of the dispute is given under Paragraph 5.

(ii)  Value.  For the purpose of Paragraphs 5(i)(C) and 5(ii), the Value of Posted Credit Support as of the relevant calculation date will be calculated as follows:

(1)  With respect to Cash, the face amount thereof; and

(2) With respect to any Government Obligations, the sum of (A)(x) the mean of the high bid and low asked prices quoted on such date by two principal market makers of recognized national standing (each a “Principal Market Maker”) for such Government Obligations chosen by the Valuation Agent, or (y) if quotations are not available from two Principal Market Makers for such date, the mean of such high bid and low asked prices as of the day next preceding such date, on which such quotations were available, plus (B) the accrued interest on such Government Obligations (except to the extent Transferred to a party pursuant to any applicable provision of this Annex or included in the applicable price referred to in (A) of this clause (2)) as of such date, multiplied by the applicable Valuation Percentage.

(3)  With respect to Letters of Credit, an amount equal to the value as calculated in Paragraph 13(j)(i).

(iii)  Alternative:  The provisions of Paragraph 5 will apply except to the following extent; pending the resolution of a dispute, Transfer of the undisputed Value of Eligible Credit Support or Posted Credit Support involved in the relevant demand will be due as provided in Paragraph 5 if the demand is given by the Notification Time but will be due on the second Local Business Day after the demand if the demand is given after the Notification Time.

(iv)  The provisions of Paragraph 5(i)(B) are hereby amended by inserting the following immediately before the word “and” in line 5 thereof:

provided that if no quotation from a Reference Market-maker is available for such Transaction (or Swap Transaction), then quotations of rates or prices from one or more leading participants in the relevant market (selected in good faith) may be used for such Transaction (or Swap Transaction);

(g)
Holding and Using Posted Collateral.
(i)  Eligibility to Hold Posted Collateral; Custodians.  Party A and its Custodian will be entitled to hold Posted Collateral pursuant to Paragraph 6(b); provided that the following conditions applicable to it are satisfied:

(1) Party A is not a Defaulting Party.

(2) Party A shall hold Posted Collateral only through a Custodian at any time that Party A’s Credit Support Provider, if rated, shall fail to maintain a Credit Rating of at least Baa3 from Moody’s or BBB- from S&P.  If Party A’s Credit Support Provider is not rated by Moody’s or S&P, it shall hold Posted Collateral only through a Custodian.

(3) The Custodian shall be a commercial bank or trust company organized under the laws of the United States or a political subdivision thereof or a Schedule I bank organized under the laws of Canada.  Such bank or trust company shall at all relevant times have assets of at least $10 billion or a Credit Rating of at least A3 from Moody’s, A- from S&P or A- from DBRS.  Such bank shall acknowledge in writing that it is holding property of the Pledgor subject to the pledge in favor of the Secured Party (a “Qualified Institution”).

(4) Posted Collateral may be moved from one Custodian to another Custodian, subject to the condition precedents that the new Custodian shall be a Qualified Institution and reasonable advance notice shall be given in writing to Party B.  Party A shall cause statements concerning the Posted Collateral held by any Custodian to be delivered to Party B on request, which may be made not more frequently than once in each calendar month.  In the event that a Custodian ceases to be a Qualified Institution, Party B may request in writing that Party A cause the Posted Collateral to be moved to a new Custodian that is a Qualified Institution.  Party A shall cause the Posted Collateral to be moved to a new Custodian that is a Qualified Institution, as soon as reasonably possible, and in any event no later that 30 days after receipt of such written request from Party B.

(5) Posted Collateral may be held only in the Provinces of Ontario and Alberta and the lower 48 of the United States.

Party B and its Custodian will be entitled to hold Posted Collateral pursuant to Paragraph 6(b); provided that the following conditions applicable to it are satisfied:

(1) Party B is not a Defaulting Party.

(2) Party B shall hold Posted Collateral only through a Custodian at any time that Party B, if Party B is rated, shall fail to maintain Credit Rating of at least Baa3 from Moody’s or BBB- from S&P or BBB from DBRS.  If Party B is not rated by Moody’s or S&P or DBRS, it shall hold Posted Collateral only through a Custodian. 

(3) The Custodian shall be a Qualified Institution.

(4) Posted Collateral may be moved from one Custodian to another Custodian, subject to the condition precedents that the new Custodian shall be a Qualified Institution and reasonable advance notice shall be given in writing to Party A.  Party B shall cause statements concerning the Posted Collateral held by any Custodian to be delivered to Party A on request, which may be made not more frequently than once in each calendar month.  In the event that a Custodian ceases to be a Qualified Institution, Party A may request in writing that Party B cause the Posted Collateral to be moved to a new Custodian that is a Qualified Institution.  Party B shall cause the Posted Collateral to be moved to a new Custodian that is a Qualified Institution, as soon as reasonably possible, and in any event no later that 30 days after receipt of such written request from Party A.

(5) Posted Collateral may be held only in the Provinces of Ontario and Alberta and the lower 48 of the United States.

(ii)  Use of Posted Collateral.  The provisions of Paragraph 6(c)(i) will not apply to either party and the parties will not be permitted to use the Posted Collateral in the manner described in Paragraph 6(c)(i) except in respect of Cash, in which case the provisions of Paragraph 6(c)(i) will apply to each party so long as such party is eligible to hold Posted Collateral.  To the extent the provisions of Paragraph 6(c) do not apply, the Qualified Institution holding the Posted Collateral will invest and reinvest or procure the investment and reinvestment of the Posted Collateral in accordance with the written instructions of the Pledgor, subject to the approval of such instructions by the Secured Party (which approval shall not be unreasonably withheld), provided that the Secured Party shall not be required to so invest or reinvest or procure such investment or reinvestment if an Event of Default or Potential Event of Default or Specified Condition with respect to the Pledgor shall have occurred and be continuing.  The Secured Party shall have no responsibility for any losses resulting from any investment or reinvestment effected in accordance with the Pledgor’s instructions.

(iii)  For purposes of Section 5(a)(iii) of this Agreement, failure by a party or its Custodian to comply with any of the obligations under this Paragraph 13(g) will constitute an Event of Default with respect to such party if the failure continues for two (2) Local Business Days after notice of the failure is given to that party.

(h)
Distributions and Interest Amount.
(i)  Interest Rate.  The “Interest Rate” will be for each day: (1) for Cash in the lawful currency of the United States of America, Federal Funds overnight rate minus ½ percent, and (2) for Cash in the lawful currency of Canada, the “1 Month Bankers’ Acceptance Rate” minus ½ percent, as reported from Bloomberg Financial Services (Screens BTMM USD and BTMM CAD).

(ii)  Transfer of Interest Amount.  The Transfer of the Interest Amount will be made on the last Local Business Day of each calendar month and on any Local Business Day that Posted Collateral in the form of Cash is Transferred to the Pledgor pursuant to Paragraph 3(b).  If Transfer of an Interest Amount (or any portion thereof) to a Pledgor on any day would result in, or increase, a Delivery Amount (treating the day as a Valuation Date, as provided in Paragraph 6(d)(ii)) but the Pledgor would nonetheless have no obligation to make a Transfer pursuant to Paragraph 3(a) on that day if it were a Valuation Date (because the Delivery Amount is lower than the Pledgor’s Minimum Transfer Amount or otherwise), the Secured Party will be required to Transfer that Interest Amount (or portion thereof) to the Pledgor, notwithstanding anything to the contrary in Paragraph 6(d)(ii).

(i)
Additional Representation(s) and Covenants.  None.

(j)
Other Eligible Support and Other Posted Support.
(i)  “Value” with respect to Other Eligible Support and Other Posted Support means:  The Valuation Percentage times the stated amount then available under the Letter of Credit to be unconditionally drawn by the Secured Party.

(ii)  “Transfer” with respect to Other Eligible Support and Other Posted Support means:  For purposes of Paragraph 3(a), delivery of the Letter of Credit by the Pledgor to the Secured Party at the address specified in this Annex or delivery of an executed amendment to such Letter of Credit (extending the term or increasing the amount available to the Secured Party thereunder) by the Pledgor to the Secured Party at the address specified in this Annex; and for purposes of Paragraph 3(b), return of the Letter of Credit by the Secured Party to the Pledgor, at the address specified in this Annex, or delivery of an executed amendment to the Letter of Credit in form and substance satisfactory to the Pledgor, reducing the amount available to the Secured Party thereunder by the Pledgor to the Secured Party at the address specified in this Annex.

(iii)  All Other Eligible Support and Other Posted Support consisting of Letters of Credit shall be issued and maintained in accordance with the provisions set forth in Exhibit A and Schedule 1 attached hereto.

(k)
Demands and Notices.
All demands, specifications, and notices under this Annex will be made pursuant to the Notices Section of this Agreement.

(l)
Addresses for Transfers.
Party A:     To be provided in notice requesting delivery/return of Eligible Credit Support/Posted Credit Support.

Party B:      To be provided in notice requesting delivery/return of Eligible Credit Support/Posted Credit Support.

(m)
Other Provisions.
(i)  Paragraph 12 of this Annex is hereby amended by adding the following:

“Cash” means the lawful currency of Canada or of the United States of America.

“Credit Rating” means with respect to a party (or its Credit Support Provider, as the case may be) or entity, on any date of determination, the respective ratings then assigned to such party’s (or its Credit Support Provider's, as the case may be) or entity’s unsecured, senior long-term debt or deposit obligations (not supported by third party credit enhancement) by S&P, Moody’s, DBRS or the other specified rating agency or agencies.

“DBRS” shall mean Dominion Bond Rating Service Limited or its successor.

“Issuer” means the bank issuing a Letter of Credit at the request of the Pledgor that meets the requirements set forth in the definition of Letter of Credit herein.
 “Letter of Credit” means an irrevocable, transferable, standby letter of credit, issued by a major U.S. commercial bank or foreign bank with a U.S. branch office with a Credit Rating of at least “A-” by S&P and “A3” by Moody’s, utilizing the form set forth in Schedule 1 attached hereto, with such changes to the terms in that form as the issuing bank may require and as may be acceptable to the party in whose favor the letter of credit is issued.  

“Moody’s” means Moody’s Investors Service, Inc. or its successor.

“S&P” means the Standard & Poor's Rating Group (a division of McGraw-Hill, Inc.) or its successor.

(ii)  Paragraph 6(d)(i) is hereby amended by adding the following sentence:

“Subject to Paragraph 4(a) and only to the extent contemplated in the previous sentence, if a Secured Party receives or is deemed to receive Distributions on a day that is not a Local Business Day, or after its close of business on a Local Business Day, it will Transfer Distributions to the Pledgor on the second following Local Business Day.”

(iii)  Paragraph 7(i) is hereby amended by deleting the words “Eligible Collateral” and replacing them with the words “Eligible Credit Support.” 

EXHIBIT A
to Paragraph 13

of Annex A
LETTER OF CREDIT PROVISIONS
I.  Letters of Credit.  Posted Credit Support provided by one party (“X”) for the benefit of the other (“Y”) in the form of a Letter of Credit shall be subject to the following provisions.

(a)  Any Letter of Credit shall be delivered by X or the Issuer to such address as Y shall specify and shall be maintained for the benefit of Y or its designee.  X or the Issuer of the Letter of Credit shall (i) renew or cause the renewal of each outstanding Letter of Credit on a timely basis as provided in the relevant Letter of Credit, (ii) if the Issuer of an outstanding Letter of Credit has indicated its intent not to renew such Letter of Credit, provide either a substitute Letter of Credit or other Eligible Credit Support, in each case at least twenty (20) Local Business Days prior to the expiration of the outstanding Letter of Credit, and (iii) if the Issuer shall fail to honor Y’s properly documented request to draw on an outstanding Letter of Credit, provide for the benefit of Y either a substitute Letter of Credit that is issued by a bank acceptable to Y or other Eligible Credit Support, in each case within two (2) Local Business Days after such refusal.

(b)  Upon the occurrence of a Letter of Credit Default, X agrees to either cause another Issuer to deliver to Y a substitute Letter of Credit, or, alternatively, X shall provide other Eligible Credit Support, in each case on or before the second Local Business Day after the occurrence thereof (or on or before the fifth Local Business Day after the occurrence thereof if only clause (i) under the definition of Letter of Credit Default applies).  “Letter of Credit Default” shall mean with respect to an outstanding Letter of Credit, the occurrence of any of the following events:  (i) the Issuer of such Letter of Credit shall fail to maintain a Credit Rating of at least “A-” by S&P or “A3” by Moody’s; (ii) the Issuer of the Letter of Credit shall fail to comply with or perform its obligations under such Letter of Credit if such failure shall be continuing after the lapse of any applicable grace period; (iii) the Issuer of such Letter of Credit shall disaffirm, disclaim, repudiate or reject, in whole or in part, or challenge the validity of, such Letter of Credit; (iv) such Letter of Credit shall expire or terminate, or shall fail or cease to be in full force and effect at any time during the term of this Agreement; or (v) any event analogous to an event specified in Section 5(a)(vii) of this Agreement shall occur with respect to the Issuer of such Letter of Credit; provided, however, that no Letter of Credit Default shall occur in any event with respect to a Letter of Credit after the time such Letter of Credit is required to be canceled or returned to the Issuer in accordance with the terms of this Agreement.

(c)  As one method of providing additional Posted Credit Support, X may increase the amount of an outstanding Letter of Credit or establish one or more additional Letters of Credit.

(d)  (i) Upon or at any time after the occurrence of an Event of Default with respect to X, Y may draw on the entire, undrawn portion of any outstanding Letter of Credit upon submission to the Issuer of one or more certificates in accordance with the specific requirements of the Letter of Credit.  Cash proceeds received from drawing upon the Letter of Credit shall be deemed Posted Collateral and shall either be (y) applied against all amounts that are due and owing from X but have not been paid to Y within the time allowed for such payments under this Agreement or (z) maintained in accordance with this Annex.  Notwithstanding Y’s receipt of Cash under the Letter of Credit, X shall remain liable to Y for any failure to Transfer sufficient Eligible Credit Support to Y in accordance with the terms of this Annex.  In addition, X shall remain liable for any amounts owing to Y and remaining unpaid after the application of the amounts so drawn by Y.

(ii)  Upon or at any time after the occurrence or deemed occurrence of an Early Termination Date as a result of a Termination Event and the failure of X to make all payments due and owing to Y in accordance with the terms of this Agreement, Y may draw on any outstanding Letter of Credit in an amount equal to such amounts owing to it upon submission to the Issuer of one or more certificates in accordance with the specific requirements of the Letter of Credit.  X shall remain liable for any amounts owing to Y and remaining unpaid after the application of the amounts so drawn by Y.

(e)  If a party’s Credit Support Provider shall furnish a Letter of Credit hereunder, the amount otherwise required under such Letter of Credit may at the option of such Credit Support Provider be reduced by the amount of any Letter of Credit established by such party (but only for such time as such party’s Letter of Credit shall be in effect).  In the event a party shall be required to furnish a Letter of Credit hereunder, the amount otherwise required under such Letter of Credit may at the option of such party be reduced by the amount of any Letter of Credit established by such party’s Credit Support Provider (but only for such time as such Credit Support Provider’s Letter of Credit shall be in effect).

(f)  The provisions of this Exhibit A shall constitute agreements for all purposes of this Agreement and this Annex, including Section 5(a)(iii) of this Agreement.

SCHEDULE 1

IRREVOCABLE TRANSFERABLE STANDBY LETTER OF CREDIT FORMAT

DATE OF ISSUANCE:  



[Address]


Re:  Credit No. _______________


We hereby establish our Irrevocable Transferable Standby Letter of Credit in your favor for the account of _____________ (the “Account Party”), for the aggregate amount not exceeding ____________ United States/Canadian Dollars ($_______), available to you at sight upon demand at our counters at (Location) on or before the expiration hereof against presentation to us of one or more of  the following statements, dated and signed by a representative of the beneficiary:

1. “An Event of Default (as defined in the Master Agreement dated as of ________ between beneficiary and Account Party, as the same may have been amended (the “Master Agreement”)) has occurred and is continuing with respect to Account Party under the Master Agreement.  Wherefore, the undersigned does hereby demand payment of the entire undrawn amount of the Letter of Credit.”; or

2. “An Early Termination Date (as defined in the Master Agreement) has occurred as a result of a Termination Event (as defined in the Master Agreement) and Account Party has failed to make all payments in an aggregate amount of $____________due and owing to beneficiary in accordance with the terms of the Master Agreement.  Wherefore, the undersigned does hereby demand payment of $_____________.”


The amount which may be drawn by you under this Letter of Credit shall be automatically reduced by the amount of any drawings paid through the Issuing Bank referencing this Letter of Credit No. ____.  Partial drawings are permitted hereunder.


This Letter of Credit shall expire ________________ (____) days from the date of issuance, but shall automatically extend without amendment for additional _____________ (_____)‑day periods from such expiration date and from subsequent expiration dates, if you, as beneficiary, and the Account Party have not received due notice of our intention not to renew ninety (90) days prior to any such expiration date.


We hereby agree with you that documents drawn under and in compliance with the terms of this Letter of Credit shall be duly honored upon presentation as specified.


This Letter of Credit shall be governed by the Uniform Customs and Practice for Documentary Credits, 1993 Revision, International Chamber of Commerce Publication No. 500 (the "UCP"), except to the extent that the terms hereof are inconsistent with the provisions of the UCP, including but not limited to Articles 13(b) and 17 of the UCP, in which case the terms of this Letter of Credit shall govern.

With respect to Article 13(b) of the UCP, the Issuing Bank shall have a reasonable amount of time, not to exceed three (3) banking days following the date of its receipt of documents from the beneficiary, to examine the documents and determine whether to take up or refuse the documents and to inform the beneficiary accordingly.


In the event of an Act of God, riot, civil commotion, insurrection, war or any other cause beyond our control that interrupts our business (collectively, an “Interruption Event”) and causes the place for presentation of this Letter of Credit to be closed for business on the last day for presentation, the expiry date of this Letter of Credit will be automatically extended without amendment to a date thirty (30) calendar days after the place for presentation reopens for business.


This Letter of Credit is transferable by the beneficiary, and we hereby consent to such transfer, but otherwise may not be amended, changed or modified without the express written consent of the beneficiary, the Issuing Bank and the Account Party.

[BANK SIGNATURE]

EXHIBIT A
ENRON CORP. GUARANTY

(SEE ATTACHED)
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