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HAZEL MUKUNA

Enron Pass-Through Asset Trust Securities (“PATSSM”)

Revised Drafts of Preliminary Offering Circular and Operative Documents

We have attached a revised draft of the Preliminary Offering Circular relating to the offering of the PATS, as well as revised drafts of the Trust Agreement, the Remarketing Agreement and the Purchase Agreement, each of which is marked to show changes from the initial drafts thereof. As the UBS Warburg team has not reviewed any of these drafts, they remain subject to additional comments. We will be forwarding revised drafts of the ISDA documentation governing the swaps and options shortly.

To facilitate your review of these drafts, we have set out below certain specific comments on the attached documentation. 

· Some of the comments we received on the Preliminary Offering Circular related to the insertion of disclosure to the effect that certain rights of certificateholders are subject to the absence of swap termination events. We note, though, that this disclosure could be included to modify almost every reference to obligations under the swaps. Similar comments were made regarding the effect of a conversion event on the trust call option. While we agree that the exercise of the trust call option is subject to the absence of a conversion event, we note that certificateholders are largely indifferent as to the exercise of the trust call option given that they will be entitled to a final distribution regardless and, in any event, the trust call option may be terminated for reasons other than a conversion event. Accordingly, we have not included the suggested disclosure regarding these matters.

· Although UBSW does not expect to make any sales offshore, as we discussed during our meeting in Houston, in order to provide maximum flexibility we have included disclosure in the Preliminary Offering Circular, as well as appropriate provisions in the Trust Agreement and the Purchase Agreement, regarding Regulation S.

· We have not yet received any alternative to the “black-out” provision in Section 6(d) of the Purchase Agreement; in any event, we note that the period of time covered thereby could expire as early as the date of closing. 

· Because Enron’s Underwriting Agreement Standard Provisions (which is filed as an exhibit to its most recently filed registration statement) includes a provision regarding the reimbursement of fees and expenses of counsel—which Todd referred to on Friday’s conference call as a “stick”—we have not made the related changes to Section 8(c) of the Purchase Agreement.

· For purposes of preparing the forms of legal opinions to be attached to the Purchase Agreement, we would appreciate receiving copies of opinions delivered in other contexts, such as those used in Enron’s 1997 offering of trust preferred securities. 

· While we have noted Ron’s general comment that Enron’s standard terms on such issues as limitation of liability, confidentiality and set-off should be inserted in the ISDA confirmations, we would appreciate if these terms could be provided to us. Ron also indicated that Enron does not agree to the ISDA standard jurisdiction language and would prefer arbitration, which we have not included in these drafts pending further discussion with UBSW. (In this regard, it would be helpful to review Enron’s preferred arbitration provision.) Also, we will furnish by fax a copy of ISDA’s standard EMU Continuity Provisions. 

· Prior to distributing the revised drafts of the swaps and options, it would be helpful to discuss further the events that will permit the callholder to receive the value of the trust call option. 

If you have any questions, please call me or Todd.

H.M.

cc:  Todd W. Eckland, Esq.
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