CREDIT ISSUES (2/15/01)

1. The ISDA Schedule/omnibus

a. ENA positions regarding

i. Use of Specified Entity/Specified Transaction (credit policy?)

ii. Threshold for cross default

iii. Specified Indebtedness

iv. Cross-acceleration

v. Setoff

vi. Transfer

vii. Section 14 definitions

2. The Credit Support Annex and Paragraph 13

a. Process for delivery/return

b. Use of Independent Amount

c. Valuation of collateral vs. valuation for Early Termination

d. Calling for collateral and preservation of rights when we fail to call

e. Custodian

f. Specified Conditions

3. The Credit Worksheet (ISDA and omnibus)

a. Eligible Contract Participant (for all derivatives)

i. For the omnibus, credit must provide ECP status even if only an email stating “no additional credit required”

b. Specific types of counterparties

c. MAC (specific/non-specific) vs. Additional Event of Default

i. “Adequate Assurances”

ii. other types (e.g., debt rating, ownership restriction, debt covenant, non-specific, minimum cash balances, PV10, “cash flow” related covenants)

d. S&P “and/or” Moody’s

i. Which is the downgrade by only one rating agency?

ii. How is this reflected on the Credit Worksheet?

e. Other types of ratings:  corporate LT, bond, financial strength, etc.

f. Threshold matrix (higher rated companies) vs. no matrix

g. Independent Amount (Additional Amount)

4. Equity structures (e.g., partnerships, LLC’s) and restructures

a. Should we always have a guaranty from the GP?

5. Letters of Credit:  how do they work and what do our L/C provisions really say? [Debbie Brackett]

a. Fraudulent draws

b. Nuances of the Draw Statement

6. Guaranties

a. When does legal need to be involved with respect to incoming guaranties?

7. Events of Default

a.  Procedures to follow

b. Valuation of terminated trades

8. Master Netting Agreements (closeout, collateral)

a. Should we have for all major relationships?

9. Canadian Issues

10. Higher risk counterparties:  municipals/governmental; hedge funds; Indians, cooperatives

