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SPECIMEN TERM SHEET

U.S. REFERENCE ENTITY FAILURE TO PAY SWAP

1. General Commercial Terms





Seller:
[ Enron North America
]

Buyer:
[ Exchange
]

Reference Entity:

Reference Obligation:
[ Co A’s
]

[Net obligations based on the contractual terms and conditions of XYZ Exchange]

Trade Date:
[
]

Effective Date:
Five business days after the trade date

Scheduled Termination Date:
[
]

Notional Amount  :
[
]

Contractual Currency:
[
]

Failure to Pay  Event Definition:
See “Failure to pay event” below

Determination Agent:
[Enroncredit.com
]




2. Buyer Payments





Buyer Payment:
[
] basis points per annum multiplied by the Notional Amount, to be paid by the Buyer to the Seller quarterly in arrears on the Buyer Payment Dates.

Any payment(s), including late fee, received by the exchange from the reference entity after the stipulated payment date on the reference obligation above AND after the seller payment has been received by the buyer 



Buyer Payment Dates:
The last Business Day in March, June, September and December and, in respect of the final Buyer Payment, the Scheduled Termination Date.

Three business days after the reference entity payments have been received by the buyer




3. Seller Payment





Seller Payment:


100% of the Notional Amount, to be paid by the Seller to the Buyer.

Seller Payment Date:
5 Business Days after delivery by Buyer of a valid notice of the “failure to pay event” 

4. General Legal Terms



The buyer will always employ its “best efforts” to collect late payments from the reference entity




Governing Law:
State of New York.  Dispute resolution by arbitration under the Commercial Arbitration Rules of the American Arbitration Association and governed by the Federal Arbitration Act.




5. Defined Terms





“Failure to Pay Event”
(i) The exchange did not receive payment from the buyer in the amount exceeding at least $ 250,000.00 of the contracted amount after 10 business days of stipulated payment date in the contract. This must be verified by exchange records and by the issuance of an affidavit to this effect by the exchange.
(ii) Bankruptcy event of the reference party (buyer in the exchange)
(iii) Publicly announcement of failure to pay on any contract of amount of at least USD 1000,000.00 or its equivalent in any currency as defined by Credit Derivatives ISDA documents of 1999.


“Failure to Pay Notice”
An irrevocable notice delivered by one party to the other that describes in reasonable detail a non payment event along with transaction date, contract payment date, and amount in question



“Notice of Publicly Available Information”
An irrevocable notice delivered by one party to the other that confirms in reasonable detail the occurrence of a failure to pay on the reference as described above. 



“Publicly Available Information”
Information that reasonably confirms any of the assertions made in a non-payment/failure to pay and that has been published in or on (a) not less than two of the following news sources (and any of their successor news sources): Bloomberg Service, Dow Jones Telerate Service, Reuter Monitor Money Rates Services, Dow Jones News Wire, Wall Street Journal, New York Times, Financial Times or (b) any official gazette or bulletin published or maintained by the government or a governmental agency or court agency of the country in which the Reference Entity is incorporated or organised. If the Buyer or any of its Affiliates is cited by any such news source as the sole source for such information, then such information shall not be deemed to be Publicly Available Information. 






6. Credit Terms
To be reviewed on a transaction and counterparty specific basis.

[Enron shall have the right to require counterparty to provide a letter of credit or guarantee acceptable to Enron]
.






Important Notes:


1.
The above is a summary of the indicative terms and conditions of a proposed transaction and is subject to change.  It has been prepared by Enron for information purposes only.  It is not intended to create, and does not create, a binding or enforceable contract or to be complete or include all of the terms of the proposed transaction.  This is not an offer or a commitment by Enron or any parent or affiliate of Enron.  The transaction contemplated herein is subject to further review and approval by Enron and the execution of a definitive agreement containing all appropriate provisions including those relating to credit, tax and limitation of damages and remedies.

2. We have sent you this document in your capacity as a potential counterparty acting at arm’s length.  We are not acting as your adviser, nor in a fiduciary capacity, in respect of the proposed transaction.  Further, no representation or warranty is made by us concerning the legal, regulatory or tax implications in any applicable jurisdiction of the proposed transaction.  We are not making any recommendation regarding the proposed transaction.  Before entering into a transaction you should ensure that you understand the transaction and have made an independent assessment of the appropriateness of the transaction in light of your own objectives and circumstances, including the possible risks and benefits of entering into such a transaction.

3.
This document is confidential and shall not be disclosed to any third party without Enron’s prior written consent. 

� Include for “collateral version” 
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