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Enron Corp.

1400 Smith Street

Houston, Texas 77002-7369

Attention:  ________

Facsimile:  ________
Our Reference:  Enron Call Option

TRANSACTION (Option 2 - Company Contingent Call Option with UBS)

The purpose of this letter agreement is to confirm the terms and conditions of the Transaction entered into between UBS AG, London Branch (“UBS”) and Enron Corp. (“Counterparty”) on the Trade Date specified below (the “Transaction”). This letter agreement constitutes a “Confirmation” as referred to in the Master Agreement specified below.

The definitions and provisions contained in the 1991 ISDA Definitions (as supplemented by the 1998 Supplement), as published by the International Swaps and Derivatives Association, Inc. (formerly the International Swap Dealers Association, Inc.) (“ISDA”), are hereby incorporated into this Confirmation. Furthermore, the terms of the EMU Continuity Provision (as published by ISDA) also are hereby incorporated into this Confirmation. In the event of any inconsistency between those definitions and provisions and this Confirmation, this Confirmation will govern.

This Confirmation constitutes a “Confirmation” as referred to in, and supplements, forms a part of and is subject to, the ISDA Master Agreement dated as of December 9, 1997, as amended and supplemented from time to time (the “Master Agreement”), between Counterparty and UBS (as successor to Swiss Bank Corporation). All provisions contained in the Master Agreement govern this Confirmation except as expressly modified below.

The Transaction constitutes a part of a structured transaction involving issuance of the Bonds (hereinafter defined). UBS and Counterparty each acknowledge and agree that in such context it has received good and valuable consideration for its obligations in connection with the Transaction.

The terms of the Transaction to which this Confirmation relates are as follows:

1.
General Terms

Trade Date:
______, 2000

Option Style:
American

Option Type:
Call

Seller:
UBS

Buyer:
Counterparty

Indenture:
Indenture, dated as of November 1, 1985, as supplemented from time to time, between Counterparty and The Bank of New York (as successor to Harris Trust and Savings Bank), as Trustee

Bonds:
£_____ aggregate principal amount of Counterparty’s Reset Senior Notes Due ______ issued under the Indenture

Aggregate Face

Amount of Bonds:
£______

Partial Exercise:
Inapplicable

Settlement Amount:
The excess, if any, of (i) the aggregate discounted present value at the Settlement Date of the principal and interest payments that would have been due on the Aggregate Face Amount of Bonds after the Settlement Date, if such Bonds bore interest at the rate of ____% and remained outstanding until ______, such discounted present value to be determined by discounting, on a semi-annual basis, such principal and interest payments at the Reference Gilt Rate determined on the tenth Business Day prior to the Settlement Date (the “Determination Date”) over (ii) the Aggregate Face Amount of Bonds. As soon as reasonably practicable after calculating the Settlement Amount and no later than 4:00 p.m., London time, on the Determination Date, the Calculation Agent will provide written notice thereof to the Seller and the Buyer

Reference Gilt Rate:
The average of the Reference Gilt Dealer Quotations, after excluding the highest and the lowest of such Reference Gilt Dealer Quotations, as provided at 9:00 a.m., London Time, on the Determination Date

Reference Gilt

Dealer Quotations:
The mid-market yield to maturity (based on the consortium yield convention as per Bloomberg) as provided by each Reference Gilt Dealer of the UK Gilt 6.00% due December __, 2028 (the “Primary Reference Gilt Issue”) quoted in writing to the Calculation Agent at 9:00 a.m., London Time, on the Determination Date; provided, however, that in the event of any action, including an unconditional tender offer or debt exchange offer, promulgated by the Bank of England or any agent acting on its behalf prior to the Determination Date that, in the opinion of the Calculation Agent acting in good faith, results in a material and permanent retirement of the Primary Reference Gilt Issue (including, for this purpose, a reduction in the aggregate outstanding principal amount of the Primary Reference Gilt Issue to below £ Sterling _____), the “Reference Gilt Dealer Quotations” shall be a replacement index, established by the Calculation Agent acting in good faith at the time of such retirement, comprised of another UK Gilt issue or weighted average of two or more UK Gilt issues, adjusted by a fixed margin as appropriate, such that the theoretical value of the right of the Seller to receive the Settlement Amount is preserved

Reference Gilt Dealer:
The Calculation Agent and four other reference dealers selected by the Calculation Agent and agreed to by the Buyer

Premium:
None

Business Day:
New York and London

Calculation Agent:
The Seller, whose determinations and calculations shall be binding in the absence of manifest error

2.
Procedure for Exercise

Exercise Period:
From (and including) _______ to (and including) the Expiration Date

Condition to Exercise:
It shall be a condition to exercise of this Option that Option 1 shall have been exercised

Option 1:
The call option on the Bonds granted to the Seller by The Bank of New York, as Trustee of the Enron Pass-Through Asset Trust 2000-1 (the “Trustee”), under a confirmation between such parties dated the date hereof

Exercise Date:
The date on which notice is given during the Exercise Period

Expiration Date:
The Business Day next preceding the Determination Date

Notice of Exercise and

Written Confirmation:
The Buyer must deliver irrevocable notice to the Seller (which may be delivered orally, including by telephone) of its exercise of the right granted pursuant to this Option during the hours from 9:00 a.m. to 3:00 p.m., London time, on any Business Day during the Exercise Period, and the Seller shall deliver such notice to the Trustee by 12:00 noon, London time, on the Business Day after the Expiration Date


If a notice of exercise is delivered orally, the Buyer will execute and deliver a written confirmation confirming the substance of that notice and account details or delivery instructions within one Business Day of that notice. Failure to provide that written confirmation will not affect the validity of that oral notice

3.
Settlement Terms

Settlement Method:
Physical

Settlement Date:
_____, subject to adjustment in accordance with the Following Business Day Convention

Physical Settlement:
The Seller shall deliver to the Buyer, with a copy to the Trustee, an assignment of all of the Seller’s right, title and interest and obligations in, to and under Option 1 promptly upon receipt of a notice of exercise, and the Buyer shall deliver the Settlement Amount to the Seller at the account specified below on the Settlement Date

Assumption:
Upon the assignment of Option 1 to the Buyer as described in “Physical Settlement,” the Buyer shall automatically and without further action assume and be liable for the performance of the Seller’s obligations thereunder

Seller’s Details for Notice:
[To come]

Buyer’s Details for Notice:
[To come]

4.
Account Details

Account Details of Seller:


Sterling Payment Instructions:

Correspondent Bank:
Direct via UK Clearing, Chaps. Sort Code: 23-23-23

Swift Address:
UBSWGB2LXXX

Favour:
UBS AG, London Branch

U.S. Dollar Payment Instructions:

Bank:
UBS AG, Stamford

ABA Number:
026-007-993

Account Name:
UBS AG, London

Account Number:
__________

Account Details of Buyer:



Sterling Payment Instructions:

Bank:


Sort Code:



Account No.:



Dollar Payment Instructions:

Bank: 



Sort Code:



Account No.:



Swift Code:



5.
Termination of Option

 Upon the termination of Option 1, the Transaction shall automatically terminate. No amount shall be payable by the Seller or the Buyer in respect of a termination of the Transaction, unless such termination occurs as a result of (i) a Conversion Event, (ii) a Credit Event or (iii) an Other Termination Event, in which case the Buyer shall pay the Seller, or its assignee, the Termination Amount in respect of (A) the Seller’s losses under Option 1, (B) the Seller’s payment of £_______ to the Buyer on the date of issuance of the Bonds in connection with this Option and (C) the Seller’s granting of this Option to the Buyer. The Buyer and the Seller agree that the Termination Amount represents a reasonable pre-estimate of the loss suffered by the Seller on the termination of the Transaction and Option 1.

For purposes of this paragraph 5:

A “Conversion Event” means the declaration, at any time prior to the Settlement Date, of the principal amount of the Bonds to be due and payable immediately in accordance with Section 502 of the Indenture as a result of the occurrence of an Event of Default under the Indenture.

A “Credit Event” shall be deemed to have occurred if at any time on or prior to the Settlement Date, the Buyer or any long-term unsecured and unsubordinated debt issued or guaranteed by the Buyer is (i) rated less than “Baa3” by Moody’s Investors Service, Inc. (“Moody’s”) or less than “BBB-” by Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc. (“S&P”), or (ii) not rated by either Moody’s or S&P.

An “Other Termination Event” means any termination of the Remarketing Agreement dated as of _____, 2000 between UBS Warburg LLC and the Buyer in accordance with the terms of Section 10(b) or 10(c) thereof.

“Termination Amount” shall mean the fair market value of an option to receive the Settlement Amount (as described in paragraph 1) on the Settlement Date as of the date of termination of the Transaction. The fair market value shall be determined by the Calculation Agent, by requesting, within five Business Days of the termination of Option 1, bids from five Reference Dealers (one of which shall be the Seller). The Calculation Agent shall (i) if five bids were made, disregard the lowest and the highest bid and (ii) average the remaining bids to determine the fair market value; provided, however, that, if the Calculation Agent has not received five bids within two Business Days of the request for bids, the fair market value shall be the average of the bids that have been received as of the second Business Day following such request.

“Reference Dealer” shall mean a market dealer, selected in good faith by the Calculation Agent and agreed to by the Buyer, which makes markets in derivative transactions for corporate and UK Gilt securities in the normal course of business.

The Seller shall have the right to assign its right to receive the Termination Amount hereunder, if any, to an affiliate of the Seller, to which assignment the Buyer hereby agrees, upon giving written notice of such assignment to the Buyer.

6.
Condition Precedent.
All payment obligations in connection with the Transaction are subject to the condition that the Certificates provided for in the Trust Agreement dated as of _____, 2000 between the Buyer and the Trustee and the Bonds each shall have been issued as contemplated by the Offering Circular dated _____, 2000 relating to the Certificates.

Please confirm that the foregoing correctly sets forth the terms of our agreement by executing this Confirmation and returning it to us. If returned by facsimile transmission, please reply to ______. When sending hard copies, please return them to UBS AG, London Branch, 677 Washington Boulevard, Stamford, Connecticut 06901, Attention:  ______.

We are happy to have completed this Transaction with you.

Very truly yours,

UBS AG, London Branch
By:______________________


Name:


Title:

By:______________________

Name:


Title:

Accepted and confirmed as of
the date first above written:

Enron Corp.

By:________________________
Name:

Title:

63235566.02
5
63235566.02

