	


	












ENA DRAFT

09/11/01
Date:

September ___, 2001
To:

Enron North America Corp.


1400 Smith Street



Houston, Texas  77002


Attention:  Diane Anderson/Michael Garberding


Facsimile No.:  (713) 646-2495


Telephone No.:  (713) 853-3316




From:

The Chase Manhattan Bank


270 Park Avenue, 6th Floor 


New York, New York  10017


Attention:  _______________


Facsimile No.:  (212) _____________


Telephone No.:  (212) ______________
 Swap Transaction Confirmation - Reference No. ___________
The purpose of this letter agreement is to set forth the terms and conditions of the Transaction entered into between The Chase Manhattan Bank, successor by merger to The Chase Manhattan Bank (National Association), (“Party A”) and Enron North America Corp., formerly known as Enron Capital & Trade Resources Corp., (“Party B”) on the Trade Date specified below (the "Transaction").  This Confirmation constitutes a "Confirmation" as referred to in the Interest Rate and Currency Exchange Agreement specified below.  

This Confirmation supplements, forms a part of and is subject to the Interest Rate and Currency Exchange Agreement dated as of April 5, 1994 as amended and supplemented from time to time (the “Agreement”) between you and us. All provisions contained in the Agreement govern this Confirmation except as expressly modified below.

The terms of the particular Transaction to which this Confirmation relates are as follows:
Notional Quantity per

Calculation Period:
For each Calculation Period, the amount set forth in Attachment I attached hereto opposite such Calculation Period. 
Commodity:



Natural Gas 
Commodity Unit:


MMBtu
Trade Date:



September __, 2001


Termination Date:


___________
Calculation Periods:
See Attachment I attached hereto
Payment Dates:



_______________________
Floating Amount Details:

Floating Price Payer:


Party A
Floating Price and Pricing Dates:
___________________________________________


Floating Payment Amount:
The Floating Payment Amount in respect of a Calculation Period shall be the product of (i) the Notional Quantity per Calculation Period and (ii) the Floating Price in respect of the Calculation Period.


Rounding:
Four (4) decimal places

Business Day Convention:
Following Business Day

Calculation Agent:
Party A
Fixed Amount Details:

Fixed Price Payer:


Party B

Fixed Payment Amount:
The Fixed Payment Amount in respect of a Calculation Period shall be the product of (ii) the Notional Quantity per Calculation Period and (i) $________







Account Details:

Payments to
The Chase Manhattan Bank



ABA # _________



Acct. # ____________



Ref: _________________

Payments to 
Enron North America Corp.



ABA # _______________

Acct: # ________________



Ref:  Enron North America Corp.


Additional Provisions






1.
Credit Support Documents, Margining, Etc.
(a) Credit Support Documents.

Notwithstanding Part 4, Section (6) of the Schedule to the Agreement:

(1)
the Enron Corp. Guaranty attached hereto as Exhibit A shall be a Credit Support Document of Party B as if referenced as such in said Part 4, Section (6); and

(2)
the Credit Support Annex dated as of September ____, 2001 between Party A and Party B attached to this Confirmation as Exhibit B shall be a Credit Support Document of Party A as if referenced as such in said Part 4, Section (6).

Unless otherwise expressly agreed by Party A and Party B, such documents shall not serve as Credit Support Documents of either Party A or Party B for any Transaction (other than this Transaction) and no other documents shall serve as Credit Support Documents of any party for this Transaction.

(b) Margining.

Notwithstanding the provisions of the Security Agreement dated as of April 5, 1994 between Party A and Party B that forms a part of the Agreement (the “Security Agreement”), this Transaction shall not be considered a Covered Swap Transaction for the purpose of any determination made pursuant to the terms of the Security Agreement.  This Transaction shall, however, be considered as a Swap Transaction for all other purposes related to the Agreement (unless otherwise expressly provided herein).
2.    
Payments on Early Termination

Solely for purposes of this Transaction, if there is an Early Termination Date under the Agreement the following payments will be determined and payable with respect to this Transaction in lieu of the payments on early termination that would otherwise be determined and payable in accordance with Section 6(e) of the Agreement.  For purposes of the following determinations, the parties agree that Market Quotation will apply to this Transaction when the Termination Date is two years or less from the Early Termination Date and that Loss will apply in all other instances. 
(a) If the Early Termination Date for this Transaction results from an Event of Default:---

If Market Quotation applies, an amount will be payable equal to (A) the sum of the Settlement Amount (determined by the Non-defaulting Party) in respect of this

(1) Transaction and the Termination Currency Equivalent of the Unpaid Amounts owing to the Non-defaulting Party less (B) the Termination Currency Equivalent of the Unpaid Amounts owing to the Defaulting Party.  If that amount is a positive number, the Defaulting Party will pay it to the Non-defaulting Party; if it is a negative number, the Non-defaulting Party will pay the absolute value of that amount to the Defaulting Party.
(2)  If Loss applies, an amount will be payable equal to the Non-defaulting Party’s Loss in respect of this Transaction.  If that amount is a positive number, the Defaulting Party will pay it to the Non-defaulting Party; if it is a negative number, the Non-defaulting Party will pay the absolute value of that amount to the Defaulting Party.

(b)
If the Early Termination Date for this Transaction results from a Termination Event:—

(1) One Affected Party.  If there is one Affected Party, the amount payable will be determined in accordance with Section 2(a)(1) above if Market Quotation applies, or Section 2(a)(2) if Loss applies, except that, in either case, references to the Defaulting Party and to the Non-defaulting Party will be deemed to be references to the Affected Party and the party which is not the Affected Party, respectively.

(2)
Two Affected Parties.  If there are two Affected Parties:—

(A)
if Market Quotation applies, each party will determine a Settlement Amount in respect of this Transaction, and an amount will be payable equal to (I) the sum of (a) one-half of the difference between the Settlement Amount of the party with the higher Settlement Amount (“X”) and the Settlement Amount of the party with the lower Settlement Amount (“Y”) and (b) the Termination Currency Equivalent of the Unpaid Amounts owing to X less (II) the Termination Currency Equivalent of the Unpaid Amounts owing to Y; and

(B)
if Loss applies, each party will determine its Loss in respect of this Transaction and an amount will be payable equal to one-half of the difference between the Loss of the party with the higher Loss (“X”) and the Loss of the party with the lower Loss (“Y”).

If the amount payable is a positive number, Y will pay it to X; if it is a negative number, X will pay the absolute value of that amount to Y.

3.
Other Terms.
(a) 



(b) 

(c) 

(d) Headings.
The headings used in this Confirmation are for convenience of reference only and are not to affect the construction of or to be taken into consideration in interpreting this Confirmation.
(e) 

(f) Assignments by Party B.
For the purpose of this Transaction, Section 7 of the Agreement is hereby amended by adding the following to the end of the section: “; provided, however, that Party B may transfer its rights and obligations under this Transaction to any Affiliate so long as the obligations of such Affiliate are guaranteed by Enron Corp.”
(g) 

(x) 


(h) 

(i) 

(j) ISDA Definitions.
The definitions and provisions contained in the 2000 ISDA Definitions as in effect on the date hereof (as published by the International Swaps and Derivatives Association, Inc.) (the “2000 Definitions”) are incorporated into this Confirmation.  The definitions and provisions contained in the 1993 ISDA Commodity Derivative Definitions as in effect on the date hereof (as published by the International Swaps and Derivatives Association, Inc.) (the “Commodity Definitions”) are incorporated into this Confirmation.  In the event of any inconsistency between the 2000 Definitions and this Confirmation, this Confirmation will govern; in the event of any inconsistency between the Commodity Definitions and this Confirmation, this Confirmation will govern; and in the event of any inconsistency between the Commodity Definitions and the 2000 Definitions in connection with the Commodity Transactions, the Commodity Definitions will govern.

(k) 


(l) Additional Definition.
For the purpose of this Transaction, 
“Local Business Day” shall mean a Business Day in Houston, Texas and New York, New York.
“Loss” shall mean with respect to this Transaction and a party, the Termination Currency Equivalent of an amount that party reasonably determines in good faith to be its total losses and costs (or gain, in which case expressed as a negative number) in connection with this Transaction including any loss of bargain, cost of funding or, at the election of such party but without duplication, loss or cost incurred as a result of its terminating, liquidating, obtaining or reestablishing any hedge or related trading position (or any gain resulting from any of them).  Loss includes losses and costs (or gains) in respect of any payment or delivery required to have been made (assuming satisfaction of each applicable condition precedent) on or before the relevant Early Termination Date and not made, except, so as to avoid duplication, if Section 2(a)(1) or 2(b)(1) applies.  Loss does not include a party’s legal fees and out-of-pocket expenses referred to under Section 11.  A party will determine its Loss as of the relevant Early Termination Date, or, if that is not reasonably practicable, as of the earliest date thereafter as is reasonably practicable.  A party may (but need not) determine its Loss by reference to quotations of relevant rates or prices from one or more leading dealers in the relevant markets.

















If you have questions regarding this confirmation, please contact Michael Garberding.  Please confirm that the foregoing correctly sets forth the terms of our agreement by executing a copy of this Confirmation and returning it to us by facsimile to facsimile (713) 646-3602.
We are delighted to have entered into this transaction with you.

Confirmed as of the date first above written:

Enron North America Corp.
By:

___________________________

Name:

___________________________

Title:

___________________________

The Chase Manhattan Bank
By:   

______________________________

Name:

__________________________

Title:

__________________________
Attachment I

Contract No.____________
Calculation Period




Pricing Date

Notional Quantity
EXHIBIT A
ENRON CORP.

Guaranty




















	
	
	
	

	
	
	
	

	
	
	
	

	
	

	
	

	
	
	
	


This Guaranty Agreement (the "Guaranty"), dated effective as of September __, 2001, is made and entered into by Enron Corp., an Oregon corporation ("Guarantor") in favor of The Chase Manhattan Bank.
WHEREAS, The Chase Manhattan Bank., a national banking association ("Counterparty") and ENRON NORTH AMERICA CORP. (the “Company"), a wholly-owned direct subsidiary of Guarantor, are contemplating entering into a Transaction (as defined in the Contract defined below) pursuant to a Swap Transaction Confirmation dated September __, 2001 where the Company is the fixed amount payer and executed by Counterparty and Company (the “Swap Transaction Confirmation”) under the Interest Rate and Currency Exchange Agreement dated as of April 5, 1994, between Counterparty and Company (such Agreement, (including the Swap Transaction Confirmation) as the same may from time to time be modified, amended and supplemented, shall be referred to herein as the "Contract"); and Guarantor will directly or indirectly benefit from the transactions to be entered into between the Company and Counterparty.

As used in this Guaranty, the following terms shall have the following meanings (such terms to be equally applicable to both the singular and the plural forms of the terms defined):

"Debt" of any Person means, at any date, without duplication, (i) obligations for the repayment of money borrowed which are or should be shown on a balance sheet as debt in accordance with GAAP, (ii) obligations as lessee under leases which, in accordance with GAAP, are capital leases, and (iii) guaranties of payment or collection of any obligations described in clauses (i) and (ii) of other Persons, provided, that clauses (i) and (ii) include, in the case of obligations of Guarantor or any Subsidiary, only such obligations as are or should be shown as debt or capital lease liabilities on a Consolidated balance sheet in accordance with GAAP; provided, further, that the liability of any Person as a general partner of a partnership for Debt of such partnership, if such partnership is not a Subsidiary of such Person, shall not constitute Debt. 
“Person” means an individual, partnership, corporation, limited liability company, business trust, joint stock company, trust, unincorporated association, joint venture, firm or other entity, or a government or any political subdivision or agency, department or instrumentality thereof.

"Principal Subsidiary" means as of any date of determination, any Subsidiary having consolidated assets (less any debt of such Subsidiary and any of such Subsidiary’s consolidated subsidiaries with respect to which the Guarantor has not guaranteed payment) equal to or greater than 5% of the Guarantor’s consolidated assets; provided that, as of any date of determination, each of the following named entities shall be deemed to be a Principal Subsidiary (but only if such entity is a “Subsidiary” as of the date of determination) without regard to the consolidated assets test described in this definition:   Transwestern Pipeline Company, Northern Natural Gas Company, Enron North America Corp. , and Enron Pipeline Company.  For purposes of this definition, (a) consolidated assets of a Subsidiary shall be determined based on the most recent quarterly or annual consolidated financial statements of such Subsidiary available prior to such determination, and (b) consolidated assets of the Guarantor shall be determined based on the most recent quarterly or annual consolidated financial statements of the Guarantor available prior to such determination.  

“Subsidiary” of any Person means any corporation, partnership, joint venture, or other entity of which more than 50% of the outstanding capital stock or other equity interests having ordinary voting power (irrespective of whether or not at the time capital stock or other equity interest of any other class or classes of such corporation, partnership, joint venture, or other entity shall or might have voting power upon the occurrence of any contingency) is at the time owned directly or indirectly by such Person; provided, however, that no such corporation, partnership, joint venture or other entity shall (a) constitute a Subsidiary of any other Person, unless such entity would appear as a consolidated subsidiary of such Person on a consolidated balance sheet of such Person prepared in accordance with GAAP.  Unless otherwise provided or the context otherwise requires, the term “Subsidiary” when used herein shall refer to a Subsidiary of the Guarantor.

NOW THEREFORE, in consideration of Counterparty entering into the Contract, Guarantor hereby covenants and agrees as follows:

1.
GUARANTY.  Subject to the provisions hereof, Guarantor hereby irrevocably and unconditionally guarantees as primary obligor and not as surety the timely payment when due of the obligations of the Company (including, without limitation, any interest, fees or expenses) to Counterparty now or hereafter existing under the Contract with respect to the Transaction evidenced by the Swap Transaction Confirmation (all such obligations, contingent or otherwise, together with any and all expenses referred to under Section 11 of the Contract incurred by Counterparty in enforcing Counterparty’s rights under this Guaranty including fees of legal counsel, collectively known as the “Obligations”). To the extent that the Company shall fail to pay any Obligations, Guarantor shall promptly pay to Counterparty the amount due.  This Guaranty shall constitute a guarantee of payment and not of collection.  The liability of Guarantor under the Guaranty shall be subject to the following:

(a)
Guarantor's liability hereunder shall be and is specifically limited to payments expressly required to be made under the Contract (even if such payments are deemed to be damages) and, except to the extent specifically provided in the Contract, in no event shall Guarantor be subject hereunder to consequential, exemplary, equitable, loss of profits, punitive, tort, or any other damages, costs, or attorney's fees; and

(b)
This Guaranty, pari passu with all other senior unsecured indebtedness of the Guarantor, is a continuing guaranty; it shall remain in full force and effect (subject to Section 9 hereof) and shall be binding upon the Guarantor until all the Obligations under the Contract have been paid in full.

2.
DEMANDS AND NOTICE.  If the Company fails or refuses to pay any Obligations, Counterparty shall make a demand upon Guarantor (hereinafter referred to as a "Payment Demand").  Guarantor shall pay such Payment Demand within five (5) business days.  A Payment Demand shall be in writing and shall reasonably and briefly specify in what manner and what amount the Company has failed to pay and an explanation of why such payment is due, with a specific statement that Counterparty is calling upon Guarantor to pay under this Guaranty. A single written Payment Demand shall be effective as to any specific default during the continuance of such default, until the Company or Guarantor has cured such default, and additional written demands concerning such default shall not be required until such default is cured.

3.
REPRESENTATIONS AND WARRANTIES.  Guarantor represents and warrants that:

(a)
it is a corporation duly organized and validly existing under the laws of the State of Oregon and has the corporate power and authority to execute, deliver and carry out the terms and provisions of the Guaranty;

(b)
no authorization, approval, consent or order of, or registration or filing with, any court or other governmental body having jurisdiction over Guarantor is required on the part of Guarantor for the execution and delivery of this Guaranty; and

(c)
this Guaranty, when executed and delivered, will constitute a valid and legally binding agreement of Guarantor, except as the enforceability of this Guaranty may be limited by the effect of any applicable bankruptcy, insolvency, reorganization, moratorium or similar laws affecting creditors' rights generally and by general principles of equity.

4.
SETOFFS AND COUNTERCLAIMS.  

(a)
The Guarantor guarantees that the Obligations will be paid strictly in accordance with the terms of the Contract without setoff or counterclaim relating to claims of the Guarantor against Counterparty that are not related to the Contract or Guaranty.  The liability of the Guarantor under this Guaranty shall be absolute and unconditional and shall not be discharged except by valid, final and irrevocable payment as herein provided, irrespective of (i) any amendment, modification or waiver of any provision of the Contract or (ii) bankruptcy, insolvency, dissolution, liquidation or financial condition of the Company or (iii) any illegality, invalidity or unenforceability of the Contract (except as the same may result solely from any act or omission of Counterparty) or any provision of applicable law; regulation, court order or other legal procedure or requirement purporting to prohibit the payment by the Company of or otherwise affecting the obligations of the Company to pay any amount payable by the Company under the Contract; or (iv) except for applicable statutes of limitations any act or omission to act or delay of any kind by the Company, Counterparty or any other circumstance whatsoever that might, but for the provision of this paragraph, constitute a defense to or discharge of Guarantor’s obligations hereunder or the Company’s obligations under the Contract.

At any time when any amount payable by the Company under the Contract is overdue and unpaid, if Guarantor receives any amount as a result of any action against the Company or any of its property or assets or otherwise for or on account of any payment made by Guarantor under this Guaranty, Guarantor shall forthwith pay such amount received it to Counterparty, without demand, to be credited and applied to any such amount payable by the Company.

(b)
If the Guarantor fails to pay any of the Guarantor’s obligations hereunder when the same shall become due and payable, Counterparty is hereby authorized at any time and from time to time, to the fullest extent permitted by law, to set off and apply any and all deposits (general or special, time or demand, provisional or final) at any time held and other indebtedness at any time owing by Counterparty to or for the Guarantor’s credit or account against any and all of the Obligations, whether or not Counterparty shall have made any demand under this Guaranty.  Counterparty agrees to promptly notify the Guarantor after any such set-off and application, provided that the failure to give notice shall not affect the validity of such set-off and application.  Counterparty’s rights under this paragraph are in addition to other rights and remedies (including, without limitation, other rights of set-off), which Counterparty may have.

5.
AMENDMENT OF GUARANTY.  No term or provision of this Guaranty shall be amended, modified, altered, waived or supplemented except in a writing signed by Guarantor and Counterparty.

6.
ASSIGNMENT.
Neither the Guarantor nor the Counterparty may assign its rights, interest or obligations hereunder to any other person without the prior written consent of the Guarantor or the Counterparty, as the case may be; provided that the Counterparty may assign its rights hereunder to any transferee of the Contract without the consent of the Guarantor.

7.
COVENANTS.
The Guarantor hereby covenants (as is consistent with the Guarantor’s 364-Day Revolving Credit Agreement dated May 14, 2001 with Citibank, N.A. and The Chase Manhattan Bank, as co-administrative agents) and agrees that so long as any Obligations remain outstanding, the Guarantor will not, unless the Counterparty shall otherwise consent in writing:


(a)
Senior Debt Capitalization.
Have a ratio of (i) Total Senior Debt to (ii) Total Capitalization greater than 65%.

8.
EVENTS OF DEFAULT.



(a)
The Guarantor or any of its Principal Subsidiaries shall (i) fail to pay any principal of or premium or interest on any Debt which is outstanding in the principal amount of at least $100,000,000 in the aggregate, of the Guarantor or such Principal Subsidiary (as the case may be), when the same becomes due and payable (whether by scheduled maturity, required prepayment, acceleration, demand or otherwise), and such failure shall continue after the applicable grace period, if any, specified in the agreement or instrument relating to such Debt; or (ii) default in the observance or performance of any covenant or obligation contained in any agreement or instrument relating to such Debt or permit or suffer any other event to occur or condition to exist under any agreement or instrument relating to such Debt that in substance is customarily considered a default in loan documents (in each case, other than a failure to pay specified in clause (i) in this subsection (a)) and such default shall continue after the applicable grace period, if any, specified in such agreement or instrument,   if the effect thereof is to accelerate the maturity of such Debt; or require such  Debt to be prepaid  prior to the stated maturity thereof; for the avoidance of doubt the parties acknowledge and agree that (A) the “other” events or conditions referred to in clause (ii) of this subsection (a) do not include (1) mandatory prepayments required on borrowing base or similar loans, (2) changes in law or judicial, executive or administrative interpretation, or the tax, accounting, regulatory or other treatment of the payments or transactions under or in connection with any such agreement or instrument or the failure or inability of any Person to achieve its desired tax, accounting or regulatory treatment in connection with such transactions, (3) increased costs or the failure or inability of any Person to limit costs in connection with such transactions, (4) the sale, other disposition or collection of any assets or collection of any insurance, condemnation or other proceeds, (5) the failure of any Person to achieve or maintain specified credit ratings published or issued by credit rating agencies, (6) fluctuations in interest rates, stock market prices, commodities or other prices or indexes, or (7) any other prepayment provision in such agreement or instrument that is of a type customarily included in loan documents if the prepayment is not required as a result of a failure to meet any financial test and (B)  any payment required to be made under a guaranty of payment or collection described in clause (iii) of the definition of Debt shall be due and payable at the time such payment is due and payable under the terms of such guaranty (taking into account any applicable grace period) and such payment shall be deemed not to have been accelerated or required to be prepaid prior to its stated maturity as a result of the obligation guaranteed having become due; or 

(b)
The Guarantor or any of its Principal Subsidiaries shall generally not pay its debts as such debts become due, or shall admit in writing its inability to pay its debts generally, or shall make a general assignment for the benefit of creditors; or any proceeding shall be instituted by or against the Guarantor or any of its Principal Subsidiaries seeking to adjudicate it as bankrupt or insolvent, or seeking liquidation, winding up, reorganization, arrangement, adjustment, protection, relief or composition of it or its debts under any law relating to bankruptcy, insolvency or reorganization or relief of debtors, or seeking the entry of an order for relief or the appointment of a receiver, trustee or other similar official for it or for any substantial part of its property and, in the case of any such proceeding instituted against it (but not instituted by it), shall remain undismissed or unstayed for a period of 60 days; or the Guarantor or any of its Principal Subsidiaries shall take any corporate action to authorize any of the actions set forth above in this subsection (b); or

(c)
Any judgment, decree or order for payment of money in excess of $100,000,000 shall be rendered against the Guarantor or any of its Principal Subsidiaries and remains unsatisfied and either (i) enforcement proceedings shall have been commenced by any creditor upon such judgment, decree or order or (ii) there shall be any period of 60 consecutive days during which a stay or enforcement of such judgment, decree or order, by reason of a pending appeal or otherwise, shall not be in effect. 

(d)
The Guarantor shall fail to comply with any of the covenants set forth in Section 7 hereof.

The Guarantor acknowledges that this Guaranty constitutes a Credit Support Document of the Company, as described in the Contract.

9.
WAIVERS.  Guarantor hereby waives (a) notice of acceptance of this Guaranty; (b) presentment and demand concerning the liabilities of Guarantor, except as expressly hereinabove set forth; and (c) any right to require that any action or proceeding be brought against the Company or any other person, or except as expressly hereinabove set forth, to require that Counterparty seek enforcement of any performance against the Company or any other person, prior to any action against Guarantor under the terms hereof.

Guarantor hereby waives, except as to applicable statutes of limitation with respect to the Guaranty, (i) promptness, diligence, presentment, demand for payment, protest, order and all notices (whether of acceptance of this Guaranty by Counterparty, entering into any Transaction, non-payment by the Company, dishonor, protest or otherwise) and (ii) any requirement that Counterparty exhaust any right or take any action against the Company or any other person or entity or against any collateral security before proceeding to exercise any right or remedy against Guarantor.

Except as to applicable statutes of limitation, no delay of Counterparty in the exercise of, or failure to exercise, any rights hereunder shall operate as a waiver of such rights, a waiver of any other rights or a release of Guarantor from any obligations hereunder.

Guarantor consents to the renewal, compromise, extension, acceleration or other changes in the time of payment of or other changes in the terms of the Obligations, or any part thereof or any changes or modifications to the terms of the Contract.

10.
EXPENSES.
The Guarantor agrees to pay on demand all reasonable out of pocket expenses (including reasonable fees and expenses of Counterparty’s counsel) in any way relating to the enforcement or protection of the rights of the Counterparty hereunder, provided that the Guarantor shall not be liable for any expenses of Counterparty if no payment under this Guaranty is due.

11.
SUBROGATION.
The Guarantor will not exercise any rights which it may have by way of subrogation until all the Obligations to Counterparty shall have been paid in full.  Subject to the foregoing, upon payment of all the Obligations, the Guarantor shall be subrogated to the rights of Counterparty against the Company, and Counterparty agrees to take at the Guarantor’s expense such steps as the Guarantor may reasonable request to implement such subrogation.

12.
NOTICE.  Any Payment Demand, notice, request, instruction, correspondence or other document to be given hereunder by any party to another (herein collectively called "Notice") shall be in writing and delivered personally or mailed by certified mail, postage prepaid and return receipt requested, or by telegram or telecopier, as follows:

	To Counterparty:
	The Chase Manhattan Bank
	To Guarantor:
	Enron Corp.

	
	_________________________
	
	1400 Smith Street

	
	New York, New York _____
	
	Houston, Texas  77002

	
	Attn: ____________________
	
	Attn.:


	
	
	
	
Treasurer

	
	
	
	Fax No.:  (713) 646-3422


Notice given by personal delivery or mail shall be effective upon actual receipt. Notice given by telegram or telecopier shall be effective upon actual receipt if received during the recipient's normal business hours, or at the beginning of the recipient's next business day after receipt if not received during the recipient's normal business hours.  All Notices by telegram or telecopier shall be confirmed promptly after transmission in writing by certified mail or personal delivery.  Any party may change any address to which Notice is to be given to it by giving notice as provided above of such change of address.

13.
MISCELLANEOUS.  THIS GUARANTY SHALL IN ALL RESPECTS BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAW OF THE STATE OF NEW YORK WITHOUT REGARD TO PRINCIPLES OF CONFLICTS OF LAWS.  This Guaranty shall be binding upon Guarantor, its successors and assigns and inure to the benefit of and be enforceable by Counterparty, its successors and assigns.  The Guaranty embodies the entire agreement and understanding between Guarantor and Counterparty and supersedes all prior agreements and understandings relating to the subject matter hereof.  The headings in this Guaranty are for purposes of reference only, and shall not affect the meaning hereof.

IN WITNESS WHEREOF, the Guarantor has executed this Guaranty on September ___, 2001, but it is effective as of the date first above written.

	ENRON CORP.
By:



Name:
_____________
Title:
_____________











EXHIBIT B
ISDA Credit Support Annex
PARAGRAPH 13

To the

ISDA CREDIT SUPPORT ANNEX

Dated as of September __, 2001

Between

THE CHASE MANHATTAN BANK (“Party A”) and ENRON NORTH AMERICA CORP. (“Party B”)
Paragraph 13.  Elections and Variables
Agreement as to Single Secured Party and Pledgor.  Party A and Party B agree that, notwithstanding anything to the contrary in the recital to this Annex, Paragraph 1(b) or Paragraph 2 or the definitions in Paragraph 12, (a) the term “Secured Party” as used in this Annex means only Party B, (b) the term “Pledgor” as used in this Annex means only Party A, (c) only Party A makes the pledge and grant in Paragraph 2, the acknowledgement in the final sentence of Paragraph 8(a) and the representations in Paragraph 9, (d) only Party A will be required to make Transfers of Eligible Credit Support hereunder and (e) Paragraph 5 will not apply.
(a)
Security Interest for "Obligations".  In lieu of the definition provided in Paragraph 12, the term "Obligations" as used in this Annex means, with respect to Party A, all present and future obligations of Party A under the Confirmation dated as of September __, 2001.

(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" means _____________________________
(ii) "Eligible Collateral"


The following items will qualify as "Eligible Collateral" for the party specified:

	
	
	Party A
	
	Valuation

Percentage

	(A)
	Cash

	X
	
	100%



(iii)  Other Eligible Support.  There shall be no "Other Eligible Support" for either party for purposes of this Credit Support Annex.


(iv)  Thresholds.


(A)
"Independent Amount" means with respect to Party A:  U.S.$0.0.

(B)
"Threshold" means with respect to Party A, none, and with respect to Party B, none.


(C)
"Minimum Transfer Amount" means, with respect to Party A, U.S.$1,000; provided that if a Secured Party is holding Posted Credit Support and the Credit Support Amount for that Secured Party is, or is deemed to be, zero at the time and, but for its Minimum Transfer Amount, the Secured Party would be required to make a Transfer to the Pledgor under Paragraph 3(b), the Minimum Transfer Amount for that Secured Party will be zero; and, provided further, that if an Event of Default or a Potential Event of Default occurs and is continuing with respect to such party or an Early Termination Date has occurred or been designated as a result of an Event of Default with respect to such party, the Minimum Transfer Amount will be zero.

(D)
Rounding. The Delivery Amount and the Return Amount will be rounded up and down to the nearest integral multiple of $1,000, respectively, with $500 being rounded up.

(c)
Valuation and Timing.

(i)  "Valuation Agent" means Party A.


(ii)  "Valuation Date" means each day that is a Local Business Day for both Party A and Party B.


(iii)  "Valuation Time" means the close of business in the city in which the principal office of the Valuation Agent is located on the Local Business Day in that city 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.

(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):

	Termination Event
	Party A
	Party B

	Illegality
	NO
	NO

	Tax Event
	NO
	NO

	Tax Event Upon Merger
	NO
	NO

	Credit Event Upon Merger
	NO
	NO

	Additional Termination Event(s)
	___
	___


(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)
Holding and Using Posted Collateral.

(1) 
(2) 

 


(i)  Eligibility to Hold Posted Collateral; Custodians.  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) 
Posted Collateral may be held only in the following jurisdictions:  United States.

(3)
Any Custodian must (i) be United States Trust Company of New York, a U.S. financial institution or the New York branch of a non-U.S. financial institution organized in an OECD country, (ii) have a long-term senior unsecured debt rating or issuer rating of "A+" or higher by Standard & Poor's Ratings Services, a division of The McGraw-Hill Companies, Inc. and "A1" or higher by Moody's Investors Services, Inc., and (iii) be approved by Party A.

Initially, the Custodian for Party B is:  None. 


(ii)  Use of Posted Collateral.  The provisions of Paragraph 6(c)(i) will apply. 

(g)
Distributions and Interest Amount.  

(i)  
Interest Rate.   The "Interest Rate" will be the Federal Funds Rate.  "Federal Funds 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.  
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).

(ii) 
.

(h)
Additional Representation(s).  None.

(i)
Other Eligible Support and Other Posted Support.  None.

(j)
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:


The Chase Manhattan Bank

_____________________
New York, New York  ___________
Attention:  ___________________
Telefax No.:  ______________
Party B:

Same as 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)
Each determination by Party A hereunder shall, in the absence of manifest error, be conclusive and binding on the parties.

(ii)
ISDA Definitions.  The ISDA definitions and provisions incorporated into the  Confirmation dated as of  September __, 2001 are incorporated into this Annex.

[remainder of page intentionally blank]


IN WITNESS WHEREOF the parties have executed this Credit Support Annex on the respective dates specified below with effect from the date specified on the first page of this Credit Support Annex.

	THE CHASE MANHATTAN BANK
	
	ENRON NORTH AMERICA CORP.



	By:_________________________

   Name:

   Title:

   Date:
	
	By:_________________________

   Name:

   Title:

   Date:
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