	


	


	


	



DRAFT 6/21/01                 
Date:

June __, 2001
To:

Enron North America Corp.


1400 Smith Street



Houston, Texas  77002


Attention:  Joe Hunter/Michael Garberding


Facsimile No.:  (713) 646-2495


Telephone No.:  (713) 853-3316




From:

Citibank, N.A.



399 Park Avenue



New York, New York  10043



Attention:



Facsimile No.: 



Telephone No.:

 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 Citibank, N.A. (“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 ISDA Master Agreement specified below.  

This Confirmation is subject to the ISDA Master Agreement dated November 17, 1992 (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:
[           ] MMBtu 
Commodity:



Natural Gas 

Trade Date:



June __, 2001

Effective Date:



December 27, 2001
Termination Date:


[December ___, 2001]
Calculation Period:
December 27, 2001
Floating Amount Details:

Floating Price Payer:


Citibank, N.A. (“Party A”)
Floating Price:
[The settlement price on December 27, 2001 of the NYMEX Henry Hub Natural Gas Futures Contract for the January 2002 delivery month


Floating Amount:
The Floating 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.

Floating Amount Payment Date:
December 28, 2001
Rounding:
Four (4) decimal places

Business Day Convention:
Following Business Day

Calculation Agent:
Enron North America Corp. ("Party B")

Fixed Amount Details:

Fixed Price Payer:


Enron North America Corp. (“Party B”)

Fixed Payment Amount:
Product of (i) US $ _________ and (ii) the Notional Quantity per Calculation Period
Fixed Payment Amount

Payment Date:
December 28, 2001
Market Disruption:

Market Disruption Events:
Price Source Disruption

Trading Suspension

Disappearance of Commodity Reference Price

Disruption Fallback:
If a Market Disruption Event exists with respect to the Specified Price for the Pricing Date, then the Specified Price shall be determined by using the first preceding Commodity Business Day on which no Market Disruption Event existed with respect to the Specified Price

Additional Provisions






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

Notwithstanding Part 4, Section 8(a), of the Schedule to the Master Agreement:

(1)
the Enron Corp. Guaranty shall be a Credit Support document of Party B as if referenced as such in said Part 4, Section 8; and

(2)
the Credit Support Annex dated as of June ___, 2001 between Party A and Party B attached to this Confirmation as Exhibit I shall be a Credit Support Document of Party A as if referenced as such in said Part 4, Section 8.

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 Annex A (Collateral and Exposure Provisions) of the Master Agreement (the “Annex”), this Transaction shall not be considered a Transaction for the purpose of any determination made pursuant to the terms of the Annex.  This Transaction shall, however, be considered as a Transaction for all other purposes related to the Master Agreement (unless otherwise expressly provided herein).

2.
Other Terms.
(a) Concerning the Calculation Agent.
(1)
Each party agrees that the Calculation Agent is not acting as a fiduciary for or as an advisor to either party in respect of its duties as Calculation Agent in connection with the Transaction to which this confirm relates.

(2)
The Calculation Agent's calculation and determinations shall be made in good faith, in a commercially reasonable manner and be binding in the absence of manifest error.

(3)
At least one Commodity Business Day prior to each date on which any payment is required to be made hereunder (and otherwise from time to time upon the reasonable request of Party A), the Calculation Agent shall provide to the other party a statement of amounts owing hereunder.

(b) Swap Agreements.
Each party hereby acknowledges and agrees that it intends, for all purposes relevant to such determination, that this Confirmation be treated as a “swap agreement” under the Bankruptcy Code.

(c) Interpretation.
Each reference to the singular shall include the plural and vice versa.

(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) Additional Termination Events, Etc.
For purposes of this Transaction, Section 5(b)(vi) of the Master Agreement (added pursuant to Part 1, Section 12 of the Schedule to the Master Agreement) shall not apply.

(f) Assignments by Party B.
For the purpose of this Transaction, Section 7 of the Master Agreement is hereby amended by adding the following Subsection (c):  “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) Additional Termination Events, Etc.
Solely for purposes of this Transaction, the following Additional Termination Event shall apply:

(x) Party B shall be the Affected Party under this Transaction; and

(y)
an Early Termination Date under this Transaction shall occur automatically on and as of the Early Termination Date under such Material Commodity Transaction.
As used in this Section 2(g), “Material Commodity Transaction” means a Commodity Transaction that (a) is a Transaction to which Party B is or has ever been a party and under which Party B or an Affiliate thereof continues to be an obligor and (b) is a Transaction having an initial notional amount or strike price in excess of U.S. $250,000,000 (or its equivalent in other currencies, determined as of the trade date applicable to such Transaction).

(h) Defaulting Parties, Affected Parties, Etc.
For purposes of this Confirmation and the Transaction hereunder, each reference to “Defaulting Party” and “Non-defaulting Party” herein shall, in connection with any Termination Event, be deemed a reference to the “Affected Party” and the party which is not the Affected Party, respectively.

(i) Address for Notices.
Solely with respect to this Transaction, Section 12(a) of the Master Agreement 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)”.

(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) Additional Representation.
Solely with respect to this Transaction, Part 5, Section 3 of the Schedule to the Master Agreement is hereby amended by deleting the text of subsection (h) and replacing it with the following:

Eligibility.  It is an “eligible contract participant” as such term is defined in the Commodity Exchange Act, as amended (7 U.S.C. 1(a)(12)).

(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.






Account Details:

Payments to
Citibank, N.A., New York



ABA #


DDA # 


Attn: 
Payments to 
Enron North America Corp.



ABA# 
FAO: 
Acct: 
If you have questions regarding this confirmation, please contact [____________].  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 [____________].

We are delighted to have entered into this transaction with you.

Confirmed as of the date first above written:

Citibank, N.A.
By:

___________________________

Name:

___________________________

Title:

___________________________

Enron North America Corp.
By:   

______________________________

Name:

__________________________

Title:

__________________________
EXHIBIT A
ENRON CORP.

Guaranty




















	
	
	
	

	
	
	
	

	
	
	
	

	
	

	
	

	
	
	
	


[To be Provided]
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Paragraph 13.  Elections and Variables
(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 and Party B, all present and future obligations of Party A and Party B under the Confirmation dated as of June ___, 2001, and with respect to Party B, is not applicable.

(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.

(ii) "Eligible Collateral"


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

	
	
	Party A
	Party B
	Valuation

Percentage

	(A)
	Cash

	X
	X
	100%

	(B)
	Negotiable debt obligations issued by the U.S. Treasury Department having an original maturity at issuance of not more than one year (“Treasury Bills”)
	X
	X
	98%



(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:  U.S.$0.0 and with respect to Party B, U.S. $5,500,000.



(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 B.


(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)
	YES
	YES


(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)
(This paragraph is intentionally left blank)
(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) 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 B.

Initially, the Custodian for Party A is:  None. 


(ii)  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. 


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

(h)
Distributions and Interest Amount.  

(i)  
Interest Rate.   The "Interest Rate" will be the Federal Funds Rate.  "Federal Funds Rate" means, for any day, the rate set forth in H.15(519) for that day opposite the caption "Federal Funds (Effective)".  If on any day such rate is not yet published in H.15(519), the rate for such day will be the rate set forth in Composite 3:30 p.m. Quotations for U.S. Government Securities for that day under the caption "Federal Funds/Effective Rate".  If on any day the appropriate rate for such day is not yet published in either H.15(519) or Composite 3:30 P.M. Quotations for U.S. Government Securities, the rate for such day will be the arithmetic mean of the rates for the last transaction in overnight U.S. Dollar Federal funds arranged by three leading brokers of U.S. Dollar Federal funds transactions in New York City selected by Citibank in good faith prior to 9:00 a.m., New York City time, on such day.  "H.15(519)" means the weekly statistical release designated as such, or any successor publication, published by the Board of Governors of the Federal Reserve System.  "Composite 3:30 P.M. Quotations for U.S. Government Securities" means the daily statistical release designated as such, or any successor publication, published by the Federal Reserve Bank of New York.

(ii) Transfer of Interest Amount.  The Transfer of the Interest Amount will be made on the 20th day of each calendar month (or if such day is not a Local Business Day as specified in the Confirmation dated as of June ___, 2001, on the next Local Business Day), on any Local Business Day that any Posted Collateral in the form of Cash is Transferred to the Pledgor pursuant to Paragraph 3(b).


(iii)
Alternative to Interest Amount.  The provisions of Paragraph 6(d)(ii) will apply.

(i)
Additional Representation(s).  None.

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

(k)
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:

Citibank, N.A.

333 West 34th Street

2nd Floor

New York, New York  10001

Attention:  Margin Operations

Telephone No.:  212-615-8205

Telefax No.:  212-615-8295

Party B:

Same as Notices Section of the 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)
The definition of Posted Collateral shall also include any and all accounts in which the Cash which constitutes Posted Collateral is held.


(ii)
Paragraph 6(a) is hereby amended by adding the following sentence to the end thereof:


The Secured Party shall identify on its books and records the Posted Collateral (including for the sake of clarity, any cash proceeds of or distribution on such Posted Collateral) held by it from all other assets it may hold.  


(iii)
The following new paragraph is added to the end of Paragraph 8(a):




To the extent notice is required under applicable law, the parties hereto agree that notice on the day of sale is reasonable notice for purposes of the Uniform Commercial Code 9-504(3) (as in effect in New York).

(iv)
Each determination by Party B hereunder shall, in the absence of manifest error, be conclusive and binding on the parties.

(v)
ISDA Definitions.  The ISDA definitions and provisions incorporated into the  Confirmation dated as of June ___, 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.

	CITIBANK, N.A.
	
	ENRON NORTH AMERICA CORP.



	By:_________________________

   Name:

   Title:

   Date:
	
	By:_________________________

   Name:

   Title:

   Date:
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