GUARANTEE OF MERRILL LYNCH & CO., INC.

FOR VALUE RECEIVED, receipt of which is hereby acknowledged, MERRILL LYNCH & CO., INC., a corporation duly organized and existing under the laws of the State of Delaware (“ML & CO.”), hereby unconditionally guarantees to ENRON NORTH AMERICA CORP. (the “Company”), the due and punctual payment of any and all amounts payable by Merrill Lynch International, a corporation organized under the laws of the laws of England and Wales (“MLI”), under the terms of the Master Agreement between the Company and MLI, dated as of June __, 2000 (the “Agreement”), including, in case of default, interest on any amount due, when and as the same shall become due and payable, whether on the scheduled payment dates, at maturity, upon declaration of termination or otherwise, according to the terms thereof.  This Guarantee shall constitute a guarantee of payment and not of collection.  In case of the failure of MLI punctually to make any such payment, ML & Co. hereby agrees to make such payment, or cause such payment to be made, promptly upon demand made by the Company to ML & Co.; provided, however that delay by the Company in giving such demand shall in no event affect ML & Co.’s obligations under this Guarantee.  This Guarantee shall remain in full force and effect or shall be reinstated (as the case may be) if at any time any payment guaranteed hereunder, in whole or in part, is rescinded or must otherwise be returned by the Company upon the insolvency, bankruptcy or reorganization of MLI or otherwise, all as though such payment had not been made.


ML & Co. hereby agrees that its obligations hereunder shall be unconditional, irrespective of the validity, regularity or enforceability of the Agreement; the absence of any action to enforce the same; any waiver or consent by the Company concerning any provisions thereof; the rendering of any judgment against MLI or any action to enforce the same; or any other circumstances that might otherwise constitute a legal or equitable discharge of a guarantor or a defense of a guarantor.  ML & Co. covenants that this guarantee will not be discharged except by complete payment of the amounts payable under the Agreement.  This Guarantee shall continue to be effective if MLI merges or consolidates with or into another entity, loses its separate legal identity or ceases to exist.


ML & Co. hereby waives diligence; presentment; protest; notice of protest, acceleration, and dishonor; filing of claims with a court in the event of insolvency or bankruptcy of MLI; all demands whatsoever, except as noted in the first paragraph hereof; and any right to require that any action or proceeding be brought against MLI or any other person, or to require that Company seek enforcement of any performance against MLI or any other person, prior to any action against ML & Co. under the terms hereof. 


ML & Co. hereby represents and warrants that:

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

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

(c) this Guarantee constitutes the valid and legally binding agreement of ML & Co.

ML & Co. hereby waives its rights to be subrogated to the rights of Company with respect to any obligations paid or performed by ML & Co. until ML & Co. has fully and indefeasibly satisfied all of ML & Co.’s obligations under this Guarantee.  

No term or provisions of this Guarantee shall be amended, modified, altered, waived, supplemented or terminated except in writing signed by the parties hereto.


This Guarantee shall be governed by, and construed in accordance with, the laws of the State of New York.


This Guarantee may be terminated at any time by written notice by ML & Co. to the Company, provided, however, that this Guarantee shall continue in full force and effect with respect to any obligation of MLI under the Agreement entered into prior to the effectiveness of such notice of termination.  No such termination shall be effective until five (5) Business Days (as defined in the Agreement) after receipt by Company of such termination 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 and return receipt requested as follows:


To Company:

Enron North America Corp.





1400 Smith Street





Houston, TX 77002





Attn:  Administration


To ML & Co.:

2 World Financial Center





5th Floor





New York, New York 10281-6100





Attn:  Treasurer


Notice given by personal delivery or mail shall be effective upon actual receipt.  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.  


This Guarantee becomes effective concurrent with the effectiveness of the Agreement, according to its terms.


IN WITNESS WHEREOF, ML & Co. has caused this Guarantee to be executed in its corporate name by its duly authorized representative.








MERRILL LYNCH & CO., INC.








By:_________________________


Name:


Title:








Date:_____
