
This Netting Agreement is made on October ____, 2001 between:

1. Morgan Stanley Capital Group Inc. of 1585 Broadway, New York, New York  10036-8293 ("MSCG"); and

2. Enron Gas Liquids, Inc. a Delaware corporation with its principal place of business at 1400 Smith Street, Houston, TX 77002-7361 ("Counterparty")

Whereas MSCG and the Counterparty (together the "parties" and each a "party") have entered into and intend entering into transactions (i) to purchase and natural gas liquids in North America, and (ii) with a right to purchase or sell natural gas liquids in North America (each a "Transaction");

Whereas MSCG and the Counterparty wish to provide for close out netting in respect of the Transactions in certain circumstances.

Now Therefore in consideration of the mutual undertakings herein the parties agree as follows:

1.
Close-out Netting

(a)
If a party or any entity providing credit support (a "Credit Support Provider") for a party in respect of any Transactions:


(i) 
is dissolved (other than pursuant to a consolidation, amalgamation or merger);


(ii) 
becomes insolvent or is unable to pay its debts or fails or admits in writing its inability generally to pay its debts as they become due;


(iii) 
makes a general assignment, arrangement or composition with or for the benefit of its creditors;


(iv) 
institutes or has instituted against it a proceeding seeking a judgment of insolvency or bankruptcy or any other relief under any bankruptcy or insolvency law or other similar law affecting creditors' rights or a petition is presented for its winding-up or liquidation and, in the case of any such proceeding or petition instituted or presented against it, such proceeding or petition (aa) results in a judgement of insolvency or bankruptcy or the entry of an order for relief or the making of an order for its winding-up or liquidation or (bb) is not dismissed, discharged, stayed or restrained in each case within 30 days of the institution or presentation thereof; 


(v) 
has a resolution passed for its winding-up, official management or liquidation (other than pursuant to a consolidation, amalgamation or merger); 


(vi) 
seeks or becomes subject to the appointment of an administrator, provisional liquidator, conservator, receiver, trustee, custodian or other similar official for it or for all or substantially all its assets; 


(vii) 
has  a secured party take possession of all or substantially all its assets or has a distress, execution, attachment, sequestration or other legal process levied, enforced or sued on or against all or substantially all its assets and such secured party maintains possession, or any such process is not dismissed, discharged, stayed or restrained, in each case within 30 days thereafter; 


(viii) 
causes or is subject to any event with respect to it which, under the applicable laws of any jurisdiction, has an analogous effect to any of the events specified in clauses (i) to (vii) (inclusive); or 


(ix) 
takes any action in furtherance of, or indicating its consent to, approval of, or acquiescence in any of the foregoing acts; 


(x)
fails to make payment as required or to perform any obligation under this or any other agreement between the parties (which failure shall not include a delay in payment that is cured within two (2) business days of a demand for payment, or any other failure of performance that is cured within ten (10) business days of a demand for cure);

each an "Event of Default", the party which has suffered, or whose Credit Support Provider has suffered an Event of Default, shall be the "Defaulting Party" and the other party shall be the "Non-Defaulting Party".  Upon the occurrence of an Event of Default the Non-Defaulting Party may by not more than 20 days' notice in writing to the Defaulting Party specifying the relevant Event of Default and designating a day, not earlier than the day of such notice, as the date of termination (the "Early Termination Date"), terminate all, but not some only, of the Transactions then outstanding.

(b) Upon the service of a notice in accordance with clause 1(a), no further payments or deliveries in respect of the terminated Transactions shall be made.  

(c) On termination of all Transactions in accordance with clause 1(a) the amount due from one party to the other shall be an amount equal to the net Market Value (as defined below) of all Transactions on the Early Termination Date. If such 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 shall pay the absolute value of such amount to the Defaulting Party. For the purposes of this clause 1(c), the "Market Value" of a Transaction on the Early Termination Date means the sum in pounds sterling of: (i) the amount determined reasonably and in good faith (such determination to be based as far as possible on published indices generally relied on by participants in the relevant market) by the Non-Defaulting Party as the likely cost (expressed as a positive number) or gain (expressed as a negative number) to the Non-Defaulting Party if it were required to replace the Transaction on the Early Termination Date with a Transaction to be entered into with an independent counterparty in the market which would have the effect of preserving for the Non-Defaulting Party the economic equivalent of any payment or delivery which would have accrued to the Non-Defaulting Party under the original Transaction had it not been terminated; and (ii) the aggregate amounts due and remaining unpaid to the Non-Defaulting Party (expressed as a positive number) or by the Non-Defaulting Party (expressed as a negative number) in respect of each Transaction.

(d) On or as soon as reasonably practicable following service of a notice in accordance with clause 1(a), the Non-Defaulting Party shall make the calculations referred to in clause 1(c) and shall provide to the Defaulting Party a statement showing, in reasonable detail, such calculations (including all published indices relied on) and specifying any amount payable.

(e) The party due to receive the amount calculated in accordance with clause 1(d) shall invoice the other party for the same.  The amount set out in such invoice shall be due and payable on the day that is (5) five working days after the day of receipt of the invoice by the paying party (the "Due Date").  Interest shall be payable on such amount (before as well as after judgment) in pounds sterling from (and including) the Due Date to (but excluding) the date such amount is paid at the rate set out in clause 3.

(f) The parties agree that the amount recoverable under clause 1(c) is a reasonable pre-​estimate of loss and not a penalty. Such amount is payable for the loss of bargain and the loss of protection against future risks and, except as otherwise specifically provided under the terms of any Transaction, neither party will be entitled to recover any additional damages as a consequence of such losses.

2.
Interest

For the purposes of clause 1 interest shall be calculated at a rate equal to the prime interest rate at the time published by Citibank, N.A. (or any successor bank) plus two (2) percent per annum compounded annually.
3.
General

(a)
Any failure or delay in exercising any of right, power or privilege in respect of this agreement will not be presumed to operate as a waiver. 

(b)
The parties agree that the valuation provisions for terminated Transactions set out in clause 1(c) shall override any provisions governing payments to be made on termination of a Transaction contained in the terms of the individual Transactions.  The parties further agree that each of the other terms of the Transactions shall remain unchanged.

4.
Notices

All notices required to be served on a party in accordance with this agreement shall be sent to the address for each party as set out above or such other address as may be notified in writing by the relevant party from time to time.  Notices shall only be delivered by hand or registered post.  

5.
Law and Jurisdiction

(a)
This agreement shall be governed by and construed in accordance with the laws of the State of New York.

(b)
Each of the parties hereby submits to the exclusive jurisdiction of the courts of the State of New York for all purposes in connection with this agreement.

6.
Counterparts

This agreement may be executed in two counterparts, each of which taken together shall form one and the same agreement and either party may enter into this agreement by executing a counterpart.

IN WITNESS WHEREOF the parties have executed this agreement as of the date first above written.

Morgan Stanley Capital Group Inc.

Signed ………………………………………

Enron Gas Liquids, Inc.

Signed ………………………………………….
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