ADDENDUM

to the

Credit Support Annex 

to the Schedule to the Master Agreement

dated as of _______, 2000

between PRESIDENT AND FELLOWS OF HARVARD COLLEGE ("Party A")

and ENRON NORTH AMERICA CORPORATION CORP. ("Party B")

This Addendum supplements and constitutes a part of the Credit Support Annex to the Schedule to the Master Agreement dated as of _______, 2000 between Party A and Party B.  In case of any conflict between the Annex and this Addendum, this Addendum will control.

Part I -- Specification of Elections and Variables
Paragraph 13 of the Annex is amended by deleting it and restating it in full as follows:  

(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" has the meaning specified in Paragraph 3(b), except that on any Valuation Date when the rating then assigned to the unsecured and unsubordinated long-term debt or deposit obligations of the Pledgor by Standard and Poor's Ratings Services, a division of The McGraw-Hill Companies, Inc., Moody's Investors Service, Inc., or any other nationally recognized rating organization agreed upon by both parties(or, in the case of Party B, Party B's Credit Support Provider) by Moody's or Standard & Poor's is Baa2/BBB or lower, the Secured Party’s Exposure for that Valuation Date shall be the amount which would be calculated as specified in the Credit Support Annex multiplied by 1.25x.  

(ii)
Eligible Collateral.  The following items will qualify as "Eligible Collateral" for the party specified, provided however that Cash will constitute Eligible Collateral only when received pursuant to paragraph 13 (b) (iii) below:


Party A
Party B


(A)
Cash
[] [x]
[x]


(B)
negotiable debt obligations issued
[] [x]
[x]


by the U.S. Treasury Department 

having an original maturity at issuance

of not more than one year ("Treasury

Bills")

(C)
negotiable debt obligations issued by
[] [x]
[x]


the U.S. Treasury Department having

an original maturity at issuance of more

than one year but not more than ten

years ("Treasury Notes")

(D)
negotiable debt obligations issued by
[] [x]
[x]


the U.S. Treasury Department having

an original maturity at issuance of more

than ten years ("Treasury Bonds")

(E) such other property as may be agreed [ ] [ ]

by the parties from time to time
The "Valuation Percentage" of each item of Eligible Collateral will be 100%.

(iii)
Other Eligible Support.  The following items will qualify as "Other Eligible Support" for the party specified: one or more irrevocable standby letters of credit, expiring in not less than 15 days, issued by a bank acceptable to the Secured Party under language in a form reasonably acceptable to the Secured Party (each, a "Letter of Credit"). Any cash payment or other distributions Letters of Credit, as to Party A and Party B.  The Valuation Percentage of a Letter of Credit will be 100% unless either (A) a Letter of Credit Default shall have occurred with respect to such Letter of Credit or (B) twenty (20) or fewer Local Business Days remain prior to the expiration of such Letter of Credit shall constitute Eligible Collateral as set forth above., in either of which cases the Valuation Percentage shall be zero (0).
(iv)
Thresholds.
(A)  "Independent Amount" means with respect to Party A:  $ -0-

       "Independent Amount" means with respect to Party B:  $ -0-

(B)"Threshold" means with respect to either party the amount determined according to the following table:

                                                        
Threshold




Credit Rating
Amount


AAA/Aaa Aaa/AAA to AA/Aa2 Aa2/AA
$10 million



AA-/Aa3 Aa3/AA- to Baa3/BBB+
 $7 million

A+/A1 A1/A+ to Baa1/BBB+
$5 million



BBB/Baa2 Baa2/BBB
  $2.5 million

Baa3/BBB-
or below $1 million

Below Baa3/BBB-
$0


where the "Credit Rating" in respect of a party Party A and, in the case of Party B, the Credit Support Provider, on any date of determination means the lowest of  
(i) the rating ratings then assigned to the unsecured and unsubordinated long-term debt or deposit obligations of such party by Moody's or Standard and Poor's Ratings Services, a division of The McGraw-Hill Companies, Inc., Moody's Investors Service, Inc., or any other nationally recognized rating organization agreed upon by both parties, 

(ii) the rating then assigned to the unsecured and unsubordinated long-term debt or deposit obligations of any other Rated Party (as such term is defined in the Schedule) of such party by Standard and Poor's Ratings Services, a division of The McGraw-Hill Companies, Inc., Moody's Investors Service, Inc., or any such other nationally recognized rating organization, and 

(iii) any other rating, of a nature referred to under Additional Termination Event in the Schedule, of or in respect of such party or any Credit Support Provider or any Rated Party of such party. 

For purposes of the foregoing sentence, (i) if a rating organization Moody's or Standard & Poor's assigns more than one rating of a nature referred to in the preceding sentence in respect of any entity, the lowest of such ratings will apply, and (ii) if more than one rating organization assigns a rating Moody's and Standard & Poor's assign ratings of a nature referred to in the preceding sentence in respect of any entity, the lowest of such ratings will apply.

The Threshold and Minimum Transfer Amount with respect to a party shall be zero ($0), at any time when (i) an Event of Default, Potential Event of Default, or Specified Condition has occurred and is continuing with respect to that party or (ii) an Early Termination Date for which any unsatisfied payment obligations exist has occurred or been designated as a result of an Event of Default or Specified Condition with respect to that party.

Whenever the rating assigned to a party is Baa2/BBB or below the 
 (C)  "Minimum Transfer Amount" means with respect to Party A:  $ 1,000,000-0-
       " Minimum Transfer Amount " means with respect to Party B:  $ 1,000,000-0-. 

(D)
  Rounding.  The Delivery Amount and the Return Amount will be rounded up and down, respectively, to the nearest integral amount of $10,000, respectively $500,000.

(c)
Valuation and Timing.

(i)
"Valuation Agent" shall mean Party B; provided, however, that at any time when (i) an Event of Default, Potential Event of Default, or Specified Condition has occurred and is continuing with respect to Party B or (ii) an Early Termination Date for which any unsatisfied payment obligations exist has occurred or been designated as a result of an Event of Default or Specified Condition with respect to Party B, "Valuation Agent" shall mean Party A.

(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 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: 10:00 p.m a.m. New York time on a Local Business Day.  Nothing in this paragraph (iv) shall derogate from the provisions of paragraph (e), below regarding the time of notice in respect of substitutions.

(d)
Conditions Precedent.  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):








Party A

Party B

Illegality
   [  ]
  
   [  ]

Tax Event
   [  ]

   [  ]

Tax Event Upon Merger
   [X]

   [X]

Credit Event Upon Merger
   [X]

   [X]

Additional Termination Event:
   [X]

   [X]

(e)
Substitution.
(i)
"Substitution Date" means the Local Business Day following the Local Business Day on which notice contemplated by Section 4(d)(i) of this Annex is received by the Secured Party, if (i) such notice is received by the Secured Party not later than 10 a.m. and (ii) the Substitute Credit Support is received prior to such following Local Business Day, or sufficiently early on such following Local Business Day to permit the Secured Party reasonably to confirm such receipt and to effect the requisite Transfer; if the Secured Party receives Substitute Credit Support on such following Local Business Day or on any subsequent Local Business Day at a time not sufficiently early to permit the Secured Party reasonably to confirm such receipt and to effect the requisite Transfer on such day, then the Secured Party will be obligated to make such Transfer on the next Local Business Day after it receives the Substitute Credit Support.  

(ii)
Consent.  No consent to substitutions pursuant to Paragraph 4(d)(i) shall be required at any time except when there has occurred and is continuing an Event of Default, a Potential Event of Default, or a Specified Condition with respect to the Pledgor or an Early Termination Date for which any unsatisfied payment obligations exist.

(f)
Dispute Resolution.
(i)
"Resolution Time" means 1:00 p.m., New York time, on the third Local Business Day following the date on which a party gives notice to the Valuation Agent of any dispute, as contemplated by Paragraph 5.

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

(1) Disputes over Value will be resolved by the Valuation Agent seeking three or more mid-market quotes as of the relevant Valuation Date or date of Transfer from Reference Market-makers acceptable to both parties. The Value will be the arithmetic mean of the quotes received 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 for such Government Obligations chosen by the Valuation Agent and acceptable to the other party (each, a "Principal Market Maker"), or (y) if quotations are not available from two Principal Market Markers 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 Addendum or included in the applicable price referred to in (A) of this clause (2)) as of such date, multiplied by the applicable Valuation Percentage.

(iii)
Alternative.  (A)  The provisions of Paragraph 5(i), as modified below, will apply.

(B)  Paragraph 5(i)(B) is amended by inserting after the words "Reference Market-makers" the words "agreed to by the parties,".

(C)  Paragraph 5(i)(B) is amended by deleting all of the text following the last comma thereof and inserting in its place the following:  "then each party will designate an independent third party which it believes in good faith to be competent in such matters to make the calculation in question based on such information as such third party considers necessary or appropriate under the circumstances, and the arithmetic mean between the calculations of such third parties shall be used for the Transaction".

(g)
Holding and Using Posted Collateral.

(i) (i) Eligibility to Hold Posted Collateral; Custodians.  Each of Party A and Party B, and its Custodian, will be entitled to hold Posted Collateral pursuant to Paragraph 6(b), provided that (i) such party is not a Defaulting Party, (ii) all Posted Collateral is held only in the United States (unless the parties agree otherwise in writing), and (iii) in the case of any such Custodian, the other party shall not reasonably have objected to the use of such Custodian and have notified the party using such Custodian of such objection. The fact that a party shall not so object or so have notified the other of such objection shall not in any way imply any approval of such Custodian by such party or limit any liability of the party using such Custodian in respect of such Custodian or any of its actions or failures to act. Initially, the Custodian for Party A is Bank of New York, and the Custodian for Party B is _____________. Custodian is a Qualified Institution (as defined below). The Custodian shall hold the Posted Collateral in a segregated, safekeeping, or custody account within the Custodian with the title of such account indicating that the property contained therein is being held as Posted Collateral for the ownership of the Pledgor, subject to the security interest of the Secured Party.  Nothing in this paragraph shall derogate from the rights of a party under Paragraph 6(c).

(ii) If a party or its Custodian is not eligible to hold Posted Collateral pursuant to this Section, then such party shall be considered a "Downgraded Party" and the Downgraded Party shall be required to deliver (or cause to be delivered), not later than the close of business on the second Local Business Day following the day such party or its Custodian loses its eligibility, all Posted Collateral in its possession or held on its behalf to a commercial bank or trust company organized under the laws of the United States or a political subdivision thereof, with a Credit Rating of a least A3 in the case of Moody's or A- in the case of Standard & Poor's (a "Qualified Institution"), approved by the non-Downgraded Party (which approval shall not be unreasonably withheld) to a segregated , safekeeping, or custody account (a "Collateral Account") within such Qualified Institution with the title of the Collateral Account indicating that the property contained therein is being held as Posted Collateral for the ownership of the Pledgor, subject to the security interest of the Secured Party.  The Qualified Institution shall serve as Custodian with respect to the Posted Collateral in the Collateral Account, and shall hold such Posted Collateral in accordance with the terms of this Addendum and for the security interest of the Downgraded Party and, subject to such security interest, for the ownership of the non-Downgraded Party.


So long as the Secured Party is a Downgraded Party, 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 so to 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.


(ii)

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.

 (iii)
Paragraph 6(b)(i) is amended by inserting after the first sentence thereof the following sentence:  "The appointment of a Custodian by the Secured Party shall not relieve the Secured Party of any of its obligations hereunder, and the Secured Party shall bear all risks associated with the performance or nonperformance by its Custodian of any of the Secured Party's obligations hereunder."

(iii)(iv)
Use of Posted Collateral.  The provisions of Paragraph 6(c) will apply to both parties.  Paragraph 6(c) is amended by inserting "or Downgraded Party (as defined in the Addendum to the Credit Support Annex)" after the words "Affected Party".
(h)
Distributions and Interest Amount.
(i)
Interest Rate.  Not applicable. The "Interest Rate" will be: Federal Funds Effective Rate as from time to time in effect.
(ii)
Distributions.  Paragraph 6(d) is amended to read in its entirety as follows:  "Subject to Paragraph 4(a), if any Distributions are paid or distributed with respect to any Posted Collateral (regardless of whether such Distributions are actually received by the Secured Party), the Secured Party shall, notwithstanding any other provision of this Agreement (including the last sentence of Section 6(a)), pay the amount of any and all such Distributions to the Pledgor on the day of Local Business Day following such payment or distribution, to the extent that a Delivery Amount would not be created or increased by the Transfer, as calculated by the Valuation Agent (and the date of the calculation will be deemed to be a Valuation Date for this purpose)."

(ii) (iii) Transfer of Interest Amount.  Not applicable.(A)  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).


(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)(i)) 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 contained in Paragraph 6(d)(ii).
(iv)
Alternative to Interest Amount.  Not applicable.

(i)
Events of Default.  Paragraph 7(iii) is amended by deleting the number "30" and inserting in its place the number "5". 

(j) Definition of Transfer.  Clause (iii) of the definition of "Transfer" in Paragraph 12 is amended by inserting "(A)" after the initial comma and inserting before the semicolon the following text: ", (B) the immediate transfer of such securities by book-entry by the appropriate Federal Reserve Bank (or such other entity on whose books the transfer of such securities may be effected) to the receiving party or its book-entry custodian and (C) delivery of evidence acceptable to the receiving party of such transfer to the receiving party; and".

(k)
Other Eligible Support and Other Posted Support.
(i)
"Value" with respect to Other Eligible Support and Other Posted Support means: With respect to any The Valuation Percentage multiplied by the stated amount then available under the Letter of Credit as of any Valuation Date, the amount then available to be unconditionally drawn upon by the Secured Party; provided that the Value of any Letter of Credit scheduled to expire in 15 days or less after such Valuation Date shall be deemed to be zero.  

(ii)
"Transfer" with respect to Other Eligible Support and Other Posted Support means:   With respect to any Letter of Credit, the creation of an unconditional right of the Secured Party for whose benefit the Letter of Credit is established to draw upon that Letter of Credit. 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 Addendum 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 Addendum; and for purpose of Paragraph 3(b), return of the Letter of Credit by the Secured Party to the Pledgor, at the address specified in this Addendum, 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 Addendum.

(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.
(l)
Additional Representation(s).
(i) Party B represents, warrants, and agrees (which representations, warrantees, and agreements will be deemed to be repeated as of each date on which it, as the Pledgor, Transfers Eligible Collateral) that a copy of this Agreement (including this Annex) will be maintained by it in its official books and records. Not applicable
(m) Other Eligible Support and Other Posted Support.

(i) "Value" with respect to Other Eligible Support and Other Posted Support means: Not applicable.

(ii) "Transfer" with respect to Other Eligible Support and Other Posted Support means: Not applicable.

(n)(m)
Demands and Notices.
All demands, specifications, and notices under this Annex will be made pursuant to the Notices Section of this Agreement, unless otherwise specified here:

Party A:  Not applicable.


Party B:  Not applicable.


(o)(n)
Address for Transfers.

Party A:   As notified by Party A to Party B from time to time.

Party B:   As notified by Party B to Party A from time to time.


(o) Other Provisions.

(i) Paragraph 12 of this Addendum is hereby amended by adding the following:


"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 Moody's , Standard & Poor's, or other specified rating agency or agencies.  If such ratings are not available, then "Credit Rating" shall mean the Standard & Poor's Issuer Credit Rating.

"Federal Funds Effective Rate" means, for the relevant determination date, the rate opposite the caption "Federal Funds (Effective)" as set forth in the weekly statistical release designated as H.15 (519), or any successor publication, published by the Board of Governors of the Federal Reserve System.

"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 A3 by Moody's and A- by Standard & Poor'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.  Each Letter of Credit shall be a Credit Support Document.

(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."
[The remainder of this page has intentionally been left blank.]

IN WITNESS WHEREOF, the parties have executed this Addendum to the Credit Support Annex as of the date first above written.

PRESIDENT AND FELLOWS OF

HARVARD COLLEGE

By Harvard Management Company, Inc.

pursuant to delegated authority

By: ___________________________



Authorized Signatory

By: ___________________________



Authorized Signatory

ENRON NORTH AMERICA CORPORATION CORP.
By: ___________________________


Name:


Title:

EXHIBIT A

to the Addendum

to the Credit Support Annex 

LETTER OF CREDIT PROVISIONS

I. Letter 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 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 bank that issued 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 a bank issuing a Letter of Credit 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 deliver to Y either a substitute Letter of Credit or other Eligible Credit Support, in each case on or before the second Local Business Day after the occurrence thereof.  “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 A3 by Moody’s or A- by Standard &Poor's; or (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 X 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)  A Letter of Credit shall provide that Y may draw upon the Letter of Credit in an amount that is equal to 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.  A Letter of Credit shall provide that a drawing may be made on the Letter of Credit upon submission to the bank issuing the Letter of Credit of one or more certificates of Y in accordance with the specific requirements of the Letter of Credit.

(ii)  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 bank issuing such Letter of Credit 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 Addendum.  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 Addendum.  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.

(e)   Y may draw upon any outstanding Letter of Credit in an amount that is equal to 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.  X shall remain liable for any amounts owing to Y and remaining unpaid after the application of the amounts so drawn by Y.

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

(g) In the event of any inconsistency between this Exhibit A and the Addendum, the terms of the Addendum shall control.
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