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Enron Capital & Trade Resources Corp.

P.O. Box 4428

Houston, TX 77210-4428

Phone: (713) 853-3238

Fax: (713)646-4816



August 13, 1999

Rhine Reinsurance Company (Bermuda) Ltd.
Attention: Julie Perron

Fax No.:            441-296-9152

Telephone No.:  441-296-9150

cc: Richard Bernero

Fax No.:            212-454-5916

Telephone No.:  212-454-1893
Re:
WEATHER TRANSACTION -- ECT Contract No. WR0594; Counterparty Contract No. 00003.01.01
Dear Sirs:

The purpose of this document is to confirm the terms and conditions of the transaction entered into pursuant to a telephone conversation between Rhine Reinsurance Company (Bermuda) Ltd. (“Counterparty”) and Enron Capital & Trade Resources Corp. (“ECT”) on May 6, 1999 (the “Transaction”) whereby we accepted your offer to enter into the Transaction.  This document constitutes a “Confirmation” as referred to in the ISDA Master Agreement specified below. 

1.
The definitions and provisions contained in the 1991 ISDA Definitions and the 1993 ISDA Commodity Derivatives Definitions and (the “Definitions”), as published by the International Swaps and Derivatives Association, Inc. (“ISDA”), are incorporated into this Confirmation.  In the event of any inconsistency between the Definitions and this Confirmation, this Confirmation will prevail.  In the event of any inconsistency between the 1991 ISDA Definitions and the 1993 ISDA Commodity Derivatives Definitions, the 1993 ISDA Commodity Derivatives Definitions will prevail.

2. Terms of Transaction.  The terms of the particular Transaction to which this Confirmation relates are as follows:

Transaction Type:
Cooling Degree Day (“CDD”) Floor Option




Notional Amount:
$15,000 per CDD




Trade Date:
May 6, 1999




Effective Date:
August 1, 1999




Termination Date:
October 31, 1999

Premium Payment Details:


ECT shall pay Counterparty $475,000 two Business Days after this Confirmation has been duly executed by both parties.



Calculation Period:
The period from and including the Effective Date to and including the Termination Date.




Payment Date(s):
The tenth Business Day after the Floating Amount for the Calculation Period is determinable, provided, however, that a one time adjustment in the amount paid will be made by the appropriate party, if applicable, if the National Climatic Data Center (“NCDC”) makes any correction or adjustment to the reported daily high and low temperatures within 95 days of the end of the Calculation Period for any day within the Calculation Period.



Fixed Amount Payer:

(Buyer of the Option)
ECT




Floating Amount Payer:

(Seller of the Option)
Counterparty




Strike Amount:
1,910 CDD




Floating Amount:
The sum of CDD’s calculated in accordance with the procedure detailed below, for each day during the applicable Calculation Period.
CDD for each day is equal to the greater of (i) the non-rounded average of the daily high and daily low temperatures in degrees Fahrenheit from and including 12:01 AM on that day to and including 12:00 AM on the next day local time as measured by the National Weather Service (“NWS”), and reported by the NCDC, for the Reference Weather Station minus 65 or (ii) zero.  The daily high and low temperatures measured by the NWS and reported by the NCDC shall be rounded to whole numbers prior to the calculation of CDDs as follows:  if the first number after the decimal point is five (5) or greater then the whole number shall be increased by one (1), and if the first number after the decimal point is less than five (5) then the whole number shall remain unchanged (the “Rounding Convention”).

“NWS” means the National Weather Service, the division of the National Oceanic and Atmospheric Administration responsible for providing weather and flood warnings, public forecasts and advisories for all of the United States, its territories, adjacent waters and ocean areas, or its successor organization.




Reference Weather Station

(“RWS”):
Phoenix Sky Harbor International Airport, Phoenix, Arizona, WBAN #23183, WMO #72278




Fallback Reference Weather Station

(“FRWS”):
If for any day during the Calculation Period a daily maximum or daily minimum temperature is unavailable for the RWS then the missing temperature(s) for that day at such RWS shall be calculated in accordance with the following procedure: 

(i) the daily maximum (if the missing temperature is a daily maximum) or daily minimum (if the missing temperature is a daily minimum) temperature for the corresponding day of each of the previous 30 years at such RWS shall be identified as reported in degrees Fahrenheit by the NCDC (which numbers as reported by the NCDC shall not be rounded by the parties) and an average temperature shall be determined, which average temperature shall be determined to and including four decimal points; 

(ii) in accordance with the above procedures, the daily maximum or daily minimum temperature as appropriate shall be determined for the corresponding day of each of the previous 30 years at the NWS Weather Station at Tucson International Airport, Tucson, Arizona, WBAN #23160, WMO #72274 (the “Fallback Reference Weather Station”) or in the event such data is not available, from the closest geographical location that publishes NWS data for that period as reported in degrees Fahrenheit by the NCDC (which numbers as reported by the NCDC shall not be rounded by the parties), and an average temperature shall be determined, which average temperature shall be determined to and including four decimal points;

(iii) the average temperature generated in (ii) above shall be subtracted from the average temperature generated in (i) above (with the resulting number (whether positive or negative) referred to as the "Average Temperature Difference Number"); 
(iv) the daily maximum or daily minimum temperature as appropriate for the corresponding FRWS for the day for which the daily maximum or daily minimum temperature is missing for the RWS shall be identified as reported in degrees Fahrenheit by the NCDC (which number as reported by the NCDC shall not be rounded);and 
(v) the temperature determined in (iv) shall be adjusted by adding the Average Temperature Difference Number if it is a positive number and subtracting the absolute value of the Average Temperature Difference Number if it is a negative number, with the resulting number being rounded in accordance with the Rounding Convention.  The final rounded whole number determined in (v) shall be deemed the daily maximum or daily minimum temperature as appropriate for the RWS for the relevant day and shall be the number used to make the calculations as required pursuant to the procedures set forth in the “Floating Amount” above.


Data Sources:
The data used to determine the Floating Amount (and to the extent required, data for the FRWS) shall be obtained from the NCDC’s official website located at http://www.nndc.noaa.gov/cgi-bin/nndc/ph2_lcd_v2.cgi, or any successor thereto; provided, however, if data is not reported for any particular day at such website, then the data for such day shall be obtained from the website for the appropriate Regional Climate Data Center located at http://www.nws.noaa.gov/regions.shtml, or any successor thereto; and provided further to the extent that (i) the NCDC data is corrected or adjusted within 95 days of the end of the Calculation Period or (ii) the data is temporarily sourced from the Regional Climate Data Center, then the data for such new, adjusted or corrected number(s) shall be obtained from the NCDC’s official website located at http://www4.ncdc.noaa.gov/cgi-win/wwcgi.dll?WWNolos~Product~PB-078.  Notwithstanding the foregoing, if neither the Regional Climate Data Center nor the NCDC issues data for the RWS, then the procedures set forth under “Fallback Reference Weather Station(s)” shall be utilized to determine the missing data.



Strike Amount Differential:
The amount equal to the excess (if a positive number) of (i) the Strike Amount over (ii) the Floating Amount







Payment Amount:
Notwithstanding any provision of the Agreement to the contrary, if the Strike Amount is greater than the Floating Amount, the Floating Amount Payer shall pay the Fixed Amount Payer an amount in US Dollars equal to the product of (i) the Notional Amount and (ii) the Strike Amount Differential, which amount shall be due and payable on the applicable Payment Date, provided, however, that the maximum amount payable by the Floating Amount Payer shall not exceed $3,000,000.




3.  Account Details:

Payments to ECT:

Pay  
:
Nations Bank of Texas, N.A.




For the Account of
:     Enron Capital & Trade Resources Corp.




Account Number/

CHIPS UID
:
3750494727

Fed. ABA No.
:
111000012





Payments to Counterparty:





Pay  
:      Citibank N.A.

        111 Wall Street

        New York, NY

ABA No:
021000089




For credit to:
The Bank of N.T. Butterfield & Son

Account No.
109-200-38

For further credit to:
Butterfield Money Market Fund

Account No.
20-006-840-550-205-100




In favor of:
Rhine Reinsurance Company (Bermuda) Ltd.





Account:
6819








Contact Details:  
:      Greta Saunders

       Tel: 441-299-3982

       Fax: 441-296-3312

Address:
       The Bank of N.T. Butterfield & Son
       P.O. Box HM 195

       Hamilton  HM AX

       Bermuda

4.
General.  The Transaction is subject to the terms and conditions of the printed form of the 1992 Master Agreement (Multicurrency-Cross Border) published by ISDA without any schedule (the “ISDA Form”) as modified by this Confirmation (“ISDA Agreement”).  Each party acknowledges that it has a copy of the ISDA Agreement and it has read and understands the terms and conditions thereof.  In the event of any inconsistency among or between the ISDA Agreement, the Definitions (as defined below), and this Confirmation, this Confirmation will govern.  This Confirmation evidences a complete and binding memorialization of our agreement as to the terms of the Transaction to which this Confirmation relates.  In addition, ECT and Counterparty agree to promptly negotiate in good faith and enter into a master agreement as soon as reasonably possible in the form of the ISDA Agreement and a separate Credit Support Annex with such modifications as ECT and Counterparty shall in good faith agree (the “Agreement”).  Upon execution of the Agreement by both parties, this Confirmation will supplement, form part of, and be subject to the Agreement.  All provisions contained in the Agreement will govern this Confirmation except as expressly stated herein.  If an Agreement is not executed, the Transaction shall be governed by the terms and conditions of the ISDA Form as modified by this Confirmation.

  No setoff or offset of obligations is permitted under this Confirmation.
5.

Representations.  To induce the other to enter into the Transaction, each party represents and warrants to the other that : (a) Authority:  (i) the execution, delivery and performance of this Confirmation have been duly authorized by all necessary corporate or other organization action on its part, (ii) this Confirmation represents its legally valid and binding obligation, enforceable against it in accordance with its terms; (b) Eligible Swap Participant: it constitutes an “eligible swap participant” as such term is defined in  17 C.F.R. Section 35.1(b)(2) and this Confirmation constitutes a “swap agreement” within the meaning of 17 C.F.R. Section 35.1(b)(1);  (c) Line of Business: ECT represents that as of the Trade Date it is: (i) exposed in the conduct of its business to the risk of variations in temperature of the kind reflected in this Transaction and (ii) entering into this Transaction solely to offset or manage that risk; Counterparty represents that as of the Trade Date it (i) is exposed in the conduct of its business to various climatic risks, including the risk of variation of temperature of the kind reflected in this Transaction and (ii) has entered into this Confirmation (including this Transaction) in conjunction with its line of business, which may also include financial intermediation services or the financing of its business; (d) No Reliance and No Advisory Status:  (i) the other party to this Confirmation (1) is not acting as a fiduciary or financial, investment or commodity trading advisor for it, and (2) has not given to it (directly or indirectly through any other person) any assurance, guaranty or representation whatsoever as to the merits (either legal, regulatory, tax, financial, accounting or otherwise) of this Confirmation or the expected performance or result of this Confirmation; and (ii) in connection with the negotiation and execution of this Confirmation, (1) it is acting as a principal (and not as an agent or in any other capacity, fiduciary or otherwise), (2) it is not relying upon any advice, counsel or representations (whether written or oral) of the other party other than the representations expressly set forth in this Confirmation, (3) it has made and will make its own decisions regarding the entering into of this Confirmation based upon its own judgment and upon the advice from such professional advisors as it deemed, or will deem, necessary to consult, (4) all of its decisions regarding this Confirmation have been the result of arm’s length negotiations between the parties, and (5) it has a full understanding of all the terms, conditions and risks (economic and otherwise) of this Confirmation, and it is capable of assuming and willing to assume (financially and otherwise) those risks and, (e) Tax Representations and Covenants:  for purposes of Section 3(e) and 3(f) of the ISDA Agreement, each of the parties makes the representations applicable to it as set forth in Part 2(a) and (b) of Annex A to this Confirmation as of the Trade Date and as of the date of this Confirmation and in the case of the representations given for purposes of Section 3(f) of the ISDA Agreement (which representations are set forth in Section (b) of Annex A), at all times until termination of the Transaction.  In addition, each party covenants and agrees that it will deliver to the other party the Tax (as defined in the ISDA Agreement) forms, documents or certificates as required pursuant to Part 3, if applicable, of Annex A.

6.
Early Termination. For purposes of Section 6(e) of the ISDA Agreement, the Second Method and Loss shall apply.

7. Governing Law/Jurisdiction. This Confirmation and the ISDA Agreement will be governed by and construed in accordance with the laws of the State of New York (without reference to choice of law doctrine).  Section 13(b) of the ISDA Agreement is replaced with the following:  “(b) Jurisdiction.  Any dispute relating to this Agreement shall be resolved by binding arbitration conducted in accordance with the arbitration rules of the Federal Arbitration Act (“FAA”), and to the extent such conduct is not addressed by the federal law of arbitration, it shall be determined under the Commercial Arbitration Rules of the American Arbitration Association (“AAA”).  Each party shall select one arbitrator within 30 days of a notice for arbitration and the two arbitrators shall select a third neutral arbitrator with at least 8 years professional experience in over-the-counter derivative transactions.  Only damages allowed pursuant to this Agreement may be awarded and the arbitrators shall have no authority to award treble, exemplary or punitive damages of any kind under any circumstances regardless of whether such damages may be available under the governing law for this Confirmation and/or the FAA or AAA.  The arbitration shall be conducted in New York, New York and such arbitration and any related award shall be confidential.

8.
Confidentiality.  The contents of this Confirmation, the Transaction hereunder and all other documents relating to thereto (hereinafter collectively referred to as “this Agreement”), and any information made available by one party to the other party 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, (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 in making such disclosure, or (iv) as may be furnished to the disclosing party’s Affiliates, auditors, attorneys, or advisors which are required to keep the information that is disclosed in confidence.

9.
Calculation Agent.  The Calculation Agent shall be ECT.

10.
Limitation of Liability.  No party shall be required to pay SPECIAL, EXEMPLARY, PUNITIVE, incidental, consequential or indirect damages (WHETHER OR NOT ARISING FROM A PARTY'S NEGLIGENCE) to the other party, except to the extent that the payments required to be made pursuant to the Confirmation are deemed to be such damages.  If and to the extent any payment made pursuant to the Confirmation is deemed to constitute liquidated damages, the parties acknowledge and agree that damages are difficult or impossible to determine and that such payment constitutes a reasonable approximation of the amount of such damages, and not a penalty.  

11. Miscellaneous.
a) Legal Opinion. For the purpose of Section 4(a) of the ISDA Agreement, upon execution of this Confirmation, Counterparty agrees to deliver to ECT a Legal Opinion in form and substance satisfactory to ECT, attached hereto as Exhibit 1.

b) 
c) Additional Representations. For the purpose of Section 3 of the ISDA Agreement, Counterparty further represents and warrants to ECT (which representations will be deemed repeated by Counterparty at all times until the termination of the Transaction) that:

1) entering into this Confirmation and the Transaction hereunder do not violate any legal investment laws directly or indirectly applicable to Counterparty; 

2) entering into this Confirmation and the Transaction hereunder is consistent with Counterparty’s investment guidelines, including any derivatives policy;

3) it has taken all requisite actions to comply with any insurance laws, regulations and rules applicable to such derivatives transactions; and 

4) this Confirmation and the Transaction hereunder has been and will be, entered into not for the purpose of speculation but solely in connection with the financing activities of Counterparty.

12.
Offices.
(a)
The office of Enron Capital and Trade Resources Corp. is and copies of any notices should be delivered to 1400 Smith Street, Houston, Texas  77002, Attention:  Director, Documentation Department, Facsimile No. (713) 646-4816; and to Attention: Assistant General Counsel, Trading Group - ECT, Facsimile No. (713) 646-4818, at the above address; and


(b)
The office of Rhine Reinsurance (Bermuda) Ltd. is and copies of any notices should be delivered Jardine House, 3rd Floor, 33-35 Reid Street, Hamilton, Bermuda HM MX, attention Julie Perron, Telephone No. (441) 296-9150, Facsimile No. (441) 296-9152, at the above address, with copy to Richard Bernero, Telephone No. (212) 454-1893, Facsimile No. (212) 454-5916..

13.
Credit or Other Special Provisions.


Please promptly confirm that the foregoing correctly sets forth the terms of the Transaction entered into between us by executing the copy of this Confirmation and returning it to us within two (2) Business Days after the date first above written via facsimile to (713) 646-4816, Attention: Director, Documentation Dept.  

Enron Capital & Trade Resources Corp. is pleased to have entered into this Transaction with you.

Yours sincerely,

ENRON CAPITAL & TRADE RESOURCES CORP.

By:
_____________________________

Name:
_____________________________

Title:
_____________________________

Confirmed as of the Trade Date:

RHINE REINSURANCE COMPANY (BERMUDA) LTD.

By:
_____________________________

Name:
_____________________________

Title:
_____________________________

EXHIBIT 1

[Letterhead of

Counsel to Counterparty]

[Date]

Enron Capital & Trade Resources Corp.

1400 Smith Street

Houston, Texas  77002

Dear Sir or Madam:

I have acted as counsel to _________________________________ (the “Counterparty”), in connection with the execution and delivery by the Counterparty of a Confirmation dated as of ________ (the Confirmation, the ISDA Master Agreement and any Transactions intended to be governed thereby are hereinafter referred to as the “Agreement”), between you and the Counterparty.



In such capacity I have examined a copy of the Agreement.  I have also reviewed certain corporate proceedings of the Counterparty, and I have examined originals, or copies certified or otherwise identified to my satisfaction, of such corporate records of the Counterparty, certificates of public officials and of  officers and representatives of the Counterparty and such other documents as I have deemed necessary as a basis for the opinions hereinafter expressed.  In such examination, I have assumed the authenticity of all documents submitted to me as originals and the conformity with the originals of all documents submitted to me as certified or otherwise satisfactorily identified copies.  I have also assumed that the Agreement has been duly executed and delivered by you pursuant to appropriate corporate authority.  The opinions given below are limited to matters concerning the laws of the United States of America.



Based upon the foregoing and having regard for such legal considerations as I deem relevant, I are of opinion that:


1.  The Counterparty is a Bermuda company duly existing under the laws of Bermuda.

2.  The Counterparty has full corporate power to execute and deliver the Agreement and to perform its obligations thereunder.


3.  Such actions have been duly authorized by all necessary corporate action and do not violate, and are not in conflict with any provision of law or of the corporate charter and related documents of the Counterparty.


4.  All authorizations of, exemptions by and filings with any governmental, regulatory body or other authority that are required to be obtained or made in connection with the Counterparty’s execution, delivery and performance of the Agreement have been obtained or made and are valid and subsisting.


5.  The Agreement has been duly executed and delivered by the Counterparty and constitutes the legal, valid and binding obligation of the Counterparty enforceable against the Counterparty in accordance with its terms (subject to applicable bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium or other laws affecting creditors’ rights generally from time to time in effect). The enforceability of the Counterparty’s obligations is also subject to general principles of equity (regardless of whether such enforceability is considered in a proceeding in equity or at law).



Very truly yours




ANNEX A

U.S. WITHHOLDING TAX

Party A: Enron Capital & Trade Resources Corp.

Party B: Foreign Counterparty That (i) Is Not Eligible

for Treaty Benefits and (ii) May Act Through Branches, Offices or 

Agencies Located Both In and Outside of the U.S.

Part 2.  Tax Representations.

(a)
Payer Representations.  For the purpose of Section 3(e) of the ISDA Agreement, Party A and Party B make the following representation:

It is not required by any applicable law, as modified by the practice of any relevant governmental revenue authority, of any Relevant Jurisdiction to make any deduction or withholding for or on account of any Tax from any payment (other than interest under Section 2(e), 6(d)(ii), or 6(e)) to be made by it to the other party under this Agreement.  In making this representation, it may rely on (i) the accuracy of any representations made by the other party pursuant to Section 3(f), (ii) the satisfaction of the agreement contained in Section 4(a)(i) or 4(a)(iii) and the accuracy and effectiveness of any document provided by the other party pursuant to Section 4(a)(i) or 4(a)(iii), and (iii) the satisfaction of the agreement of the other party contained in Section 4(d), provided that it shall not be a breach of this representation where reliance is placed on Clause (ii) and the other party does not deliver a form or document under Section 4(a)(iii) by reason of material prejudice to its legal or commercial position.

(b) Payee Representations.  For the purpose of Section 3(f) of the ISDA Agreement, Party A and Party B make the following representations:

Party A: Party A is a corporation organized under the laws of the State of Delaware
Party B: Party B is a corporation organized under the laws of Bermuda.










ANNEX B








(ii) 









































ANNEX B-1
ENRON CORP.

Guaranty
This Guaranty (the “Guaranty”), dated as of 

, 199__, is made and entered into by Enron Corp., an Oregon corporation (“Guarantor”).

W I T N E S S E T H:

WHEREAS, RHINE REINSURANCE COMPANY (BERMUDA) LTD., a Bermuda coporation (“Counterparty”) and ENRON CAPITAL & TRADE RESOURCES CORP., A Delaware corporation (“Enron”), a wholly owned subsidiary of Guarantor, are contemplating entering into one or more swap, option or other financially-settled derivative transactions, which transactions will be evidenced by one or more swap agreements, confirmations and/or master agreements, including without limitation, the Confirmation of even date herewith (the “Current Confirmation”)(all such swap, option or other financially-settled derivative transactions and the agreements evidencing same, including without limitation, the Current Confirmation, whether entered into prior to, on or after the date hereof, as the same may from time to time be modified, amended and supplemented, shall be referred to herein collectively as the “Contract”); and 

WHEREAS, Guarantor will directly or indirectly benefit from the transactions to be entered into between Enron and Counterparty;

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 the timely payment when due of the obligations of Enron (the “Obligations”) to Counterparty under the Contract.  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.

(b)  The aggregate amount covered by this Guaranty shall not exceed U.S. $10,000,000.

2.  DEMANDS AND NOTICE.  Upon the occurrence and during the continuance of an Event of Default or Termination Event, if Enron fails or refuses to pay any Obligations and Counterparty has elected to exercise its rights under this Guaranty, Counterparty shall make a demand upon Guarantor (hereinafter referred to as a “Payment Demand”).  A Payment Demand shall be in writing and shall reasonably and briefly specify in what manner and what amount Enron 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 Payment Demand satisfying the foregoing requirements shall be required with respect to Obligations before Guarantor is required to pay such Obligations hereunder and shall be deemed sufficient notice to Guarantor that it must pay the Obligations within five (5) Business Days after its receipt of the Payment Demand. A single written Payment Demand shall be effective as to any specific default during the continuance of such default, until Enron 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.  Without limiting Guarantor’s own defenses and rights hereunder, Guarantor reserves to itself all rights, setoffs, counterclaims and other defenses to which Enron or any other affiliate of Guarantor is or may be entitled to arising from or out of the Contract or otherwise, except for defenses arising out of the bankruptcy, insolvency, dissolution or liquidation of Enron.

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.  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 Enron or any other person, or except as expressly hereinabove set forth, to require that Counterparty seek enforcement of any performance against Enron or any other person, prior to any action against Guarantor under the terms hereof.

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.

Guarantor may terminate this Guaranty by providing written notice of such termination to Counterparty and upon the effectiveness of such termination, Guarantor shall have no further liability hereunder, except as provided in the last sentence of this paragraph.  No such termination shall be effective until five (5) Business Days after receipt by Counterparty of such termination notice.  No such termination shall affect Guarantor's liability with respect to any Transaction (as defined in the Contract) entered into prior to the time the termination is effective, which Transaction shall remain guaranteed pursuant to the terms of this Guaranty.

7.  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:
Rhine Reinsurance Company (Bermuda) Ltd. 
To Guarantor:
Enron Corp.


Jardine House, 3rd Floor

33-35 Reid Street

1400 Smith Street


 Hamilton, Bermuda HM MX

Houston, Texas  77002


Attn.:   Julie Perron
Fax No.:   (441) 296-9152

Attn.:  Vice President, Finance and Treasurer




Fax No.:  (713) 646-3422

A copy of any notice sent to Guarantor pursuant hereto must also be sent to the above address to:  Enron Capital & Trade Resources Corp., (i) Attention: Corporate Secretary, Fax No. (713) 853-2534, and (ii) Attention:  Assistant General Counsel, Trading Group, Fax No. (713) 646-4818.

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.

8.  MISCELLANEOUS.  This Guaranty shall in all respects be governed by, and construed in accordance with, the law of the State of Texas, 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 

, 199_, but it is effective as of the date first above written.

ENRON CORP.

By:  






Name:  






Title:  






ANNEX B-2
RR Holding Company AG
GUARANTEE

The undersigned, RR Holding Company AG, a Swiss Aktiengesellschaft (the “Guarantor”), hereby absolutely, unconditionally and irrevocably guarantees the prompt payment as and when due of all present and future obligations of its subsidiaries Rhine Reinsurance Company (Bermuda) Ltd., a Bermuda company, Rhine Reinsurance Company AG, a Swiss company, Rhine Reinsurance Company (Jersey) Ltd., a Jersey, Channel Islands company, Rhine Re Global Risk Ltd., a Jersey, Channel Islands company, and Rhine Re Financial Ltd., a Delaware corporation (each referred to as a “Guaranteed Subsidiary”)  that arise in connection with  each and every transaction between a Guaranteed Subsidiary and any counterparty entered into pursuant to the form 1992 ISDA Master Agreement (the “Confirmations”), the terms of which Confirmations shall be governed upon execution thereof by the 1992 ISDA Master Agreement between a Guarantied Subsidiary and the Counterparty (the “Agreement”).  Guarantor’s obligations under this guarantee (this “Guarantee”) shall be evidenced by and in accordance with the terms of a subguarantee substantially in the Form of Exhibit A hereto (a “Subguarantee”).  This Guarantee constitutes a guarantee of payment when due and not of collection and is not conditional or contingent upon any attempts to collect from, or pursue or exhaust any rights or remedies against, a Guarantied Subsidiary.


The Guarantor hereby authorizes any Guarantied Subsidiary to deliver to the counterparty to any Confirmation entered into by a Guarantied Subsidiary a Subguarantee issued under this Guarantee executed in the name and on behalf of the Guarantor by any two of Max F. Furrer, the Chief Executive Officer of the Guarantor, or Gilles Meyer, Otto X. Perroulaz, Hanjo H. Stridde, John A. Wieacker each an Zeichnungsberechtigte of the Guarantor, such approval to be conclusively evidenced by the execution of any such Subguarantee executed in the name and on behalf of the Guarantor by any two of such persons.


This Guarantee may not be amended or modified, provided, however, that the Guarantor may terminate its obligation hereunder by giving written notice of such termination to Guarantied Subsidiary at least thirty (30) days prior to such termination (the “Termination Date”).  This Guarantee shall also terminate immediately as of the date the Guarantor is no longer under common control with the Guarantied Subsidiary.  For the purposes hereof, the expression “control” means legal or beneficial ownership, either directly or indirectly, of 50% or more of the combined voting rights or power to vote during a shareholders meeting of the Guarantor or the Guarantied Subsidiary, as applicable.  Such termination shall not affect the Guarantor’s continuing liability with respect to obligations of Guarantied Subsidiary incurred prior to the Termination Date.


IN WITNESS WHEREOF, the Guarantor has caused this Guarantee to be executed in its name this 30th day of June, 1999.







RR HOLDING COMPANY AG







By:












Name:








Title:








By:












Name:







Title:

Annex B-2 (cont’d)

SUBGUARANTEE



SUBGUARANTEE, dated as of June 30, 1999, by RR Holding Company AG, a Swiss company (the "Guarantor"), in favor of Enron Capital & Trade Resources Corp. (the "Counterparty") issued pursuant to the Guarantee of Rhine Reinsurance Company (Bermuda) Ltd. (the “Guarantied Subsidiary”) dated June 30, 1999.  This subguarantee is a "Subguarantee" as defined in such Guarantee, a copy of which is attached as Annex I hereto.

1.  Subguaranty.  In connection with Confirmation # [               ] by and between the Guarantied Subsidiary, a subsidiary of the Guarantor, and the Counterparty entered into pursuant to the 1992 Form ISDA Master Agreement, the terms of which confirmation shall be governed upon execution thereof by the 1992 Form ISDA Master Agreement (the "Confirmation”), the Guarantor hereby unconditionally and irrevocably guaranties to the Counterparty, and its successors, endorsees and permitted assigns, the prompt payment when due, subject to any applicable grace period under the Confirmation, of all present and future obligations and liabilities of all kinds of the Guarantied Subsidiary to the Counterparty arising out of the Confirmation (the "Obligations"), without any deduction or withholding of any tax by the Guarantor except as may be required by law, in which case the Guarantor will pay to the Counterparty such additional amount as is necessary to ensure that the net amount actually received by the Counterparty will equal the full amount the Counterparty is entitled to receive from the Guarantied Subsidiary in accordance with the terms of the Obligations. Capitalized terms used in this Subguarantee and not otherwise defined shall have the respective meanings provided for them in the Confirmation.  If so designated in the Confirmation, this Subguarantee is a Credit Support Document under the Confirmation, with respect to the Guarantied Subsidiary.

 The Counterparty shall not be obligated to file any claim relating to the Obligations in the event that the Guarantied Subsidiary becomes subject to a bankruptcy, reorganization or similar proceeding, and the failure of the Counterparty so to file shall not affect the Guarantor's obligations hereunder.  This Subguarantee constitutes a guarantee of payment when due and not of collection.  In the event that any payment by the Guarantor in respect of any Obligations is rescinded or must otherwise be returned for any reason whatsoever, the Guarantor shall remain liable hereunder in respect of such Obligations as if such payment had not been made.

2.  Consents, Waivers and Renewals.  The Guarantor agrees that the Counterparty may at any time and from time to time, either before or after the maturity thereof, without notice to or further consent of the Guarantor, extend the time of payment of, exchange or surrender any collateral for, or renew any of the Obligations, and may also make any agreement for the extension, renewal, payment, compromise, discharge or release thereof, in whole or in part, or for any modification of the terms thereof or of any agreement without impairing or affecting this Subguarantee.  The Guarantor agrees that the Counterparty may resort to the Guarantor for payment of any of the Obligations, whether or not the Counterparty shall have resorted to any collateral security, or shall have proceeded against any other obligor principally or secondarily obligated with respect to any of the Obligations.

3.   Subrogation.  The Guarantor shall not exercise any rights which it may acquire by way of subrogation in consequence of its payment of any of the Obligations until all the Obligations shall have been paid in full.  If any amount shall be paid to the Guarantor in violation of the preceding sentence, such amount shall be held in trust for the benefit of the Counterparty and shall forthwith be paid to the Counterparty to be credited and applied to the Obligations, whether matured or unmatured.  Subject to the foregoing, upon payment of all the Obligations, the Guarantor shall be subrogated to the rights of the Counterparty against the Guarantied Subsidiary and the Counterparty agrees to take at the Guarantor's expense such steps as the Guarantor may reasonably request to implement such subrogation.

4.  Continuing Guarantee.  This Subguarantee shall remain in full force and effect and shall be binding upon the Guarantor, its successors and assigns until all the Obligations have been satisfied in full.  If any of the present or future Obligations are guaranteed by persons, partnerships or corporations in addition to the Guarantor, the death, release or discharge, in whole or in part, or the bankruptcy, liquidation or dissolution of one or more of them shall not discharge or affect the liabilities of the Guarantor under this Subguarantee.


5.  No Waiver; Cumulative Rights.  No failure on the part of the Counterparty to exercise, and no delay in exercising, any right, remedy or power hereunder shall operate as a waiver thereof, nor shall any single or partial exercise by the Counterparty of any right, remedy or power.  Each and every right, remedy and power hereby granted to the Counterparty or allowed it by law or other agreement shall be cumulative and not exclusive of any other, and may be exercised by the Counterparty from time to time.

6. Waiver of Notice.  The undersigned waives notice of the acceptance of this Subguarantee, presentment to or demand of payment from anyone whomsoever liable upon any of the Obligations, presentment, promptness, diligence, order, notice of nonpayment by the Guarantied Subsidiary, demand, notice of dishonor, notice of any sale of collateral security and all other notices whatsoever.


7.  Representations and Warranties.


(a)
The Guarantor is a Swiss company, duly organized and validly existing under the laws of Switzerland and has full corporate power to execute, deliver and perform this Subguarantee.


(b)
The execution, delivery and performance of this Subguarantee have been and remain duly authorized by all necessary corporate action and do not contravene any provision of the Guarantor's articles of association or By-laws, as amended to date, or any law, regulation, rule, decree, order, judgment or contractual restriction binding on the Guarantor or its assets.


(c)
All consents, licenses, clearances, authorizations and approvals of, and registrations and declarations with, any governmental authority or regulatory body necessary for the due execution, delivery and performance of this Subguarantee have been obtained and remain in full force and effect and all conditions thereof have been duly complied with, and no other action by, and no notice to or filing with, any governmental authority or regulatory body is required in connection with the execution, delivery or performance of this Subguarantee.


(d)
This Subguarantee constitutes the legal, valid and binding obligation of the Guarantor enforceable against the Guarantor in accordance with its terms, subject, as to enforcement, to bankruptcy, insolvency, reorganization and other laws of general applicability relating to or affecting creditors' rights and to general equity principles.


8.  Assignment.  Neither the Guarantor nor the Counterparty may assign its rights or interests or delegate its obligations hereunder to any other person without the prior written consent of the Guarantor or the Counterparty, as the case may be.


9.  Governing Law.  THIS SUBGUARANTEE SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK APPLICABLE TO CONTRACTS MADE AND TO BE PERFORMED WITHIN SUCH STATE WITHOUT REGARD TO CONFLICTS OF LAW PRINCIPLES.

10.   Jurisdiction and Service of Process.      The Guarantor irrevocably consents to (i) the jurisdiction of any New York Court and (ii) service of process given in the manner provided for notices in Section 12 of this Subguarantee.  Nothing in this Subguarantee will affect the right of the Counterparty to serve process in any other manner permitted by law.

11.   Currency.  The obligations of the Guarantor shall be payable in the same currency as the Obligations of the Guarantied Subsidiary under the Confirmation.


12.  Notices.  All notices to the Guarantor shall be sent by mail or express delivery to the following address:



RR Holding Company AG



Baarerstrasse 76b 



6340 Baar, Switzerland 



Attention:  Max Furrer



Facsimile 011-41-41-767-0067



With a copy to:



Rhine Reinsurance Company AG



Kornhausgasse 7, 



P.O. Box 4002 



Basle,
Switzlerland



Attention:  Peter Hill



Facsimile 011-41-61-268-22-77


IN WITNESS WHEREOF, this Subguarantee has been duly executed and delivered by the Guarantor to the Counterparty as of the date first above written.

RR HOLDING COMPANY AG

By:__________________________                                                                
Name:

Title:

By:__________________________                                                                
Name:

Title:
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