














April 27, 2000





VIA COURIER





Mr. Andrew Mc Comb


Palladium Insurance Limited


Windsor Place, 3rd Floor


Hamilton Bermuda 








	Re:	ISDA Master Agreement between Enron North America Corp. (“Enron”) and Palladium Insurance Limited (“Palladium”) dated as of April 27, 1999 (“the ISDA Master”)





Dear Mr. Mc Comb:





	The purpose of this letter is to inform you that as of the date of this letter, Palladium has failed to pay certain amounts due and owing to Enron in connection with the transactions listed in Exhibit 1 attached hereto. According to the attached invoice (“Exhibit 2”), Palladium had certain payment obligations to Enron in respect of these transactions due on April 14, 2000. According to our calculations, the aggregate amount owed by Palladium was $13,288,750 of which $9,707,500 remains unpaid (“Unpaid Amount”) to date.





In accordance with the ISDA Master, we hereby notify Palladium that unless the Unpaid Amount is received by Enron by 5:00 p.m. (CST) on May 3, 2000, this failure to pay shall constitute an Event of Default under Section 5(a)(i) of the ISDA Master, and Enron shall be entitled to all of its rights and remedies under the ISDA Master including, without limitation, the right to draw on the entire amount available under the letter of credit which Palladium has posted to us and terminate any outstanding transactions.  Furthermore, in accordance with the ISDA Master, Palladium shall remain liable for any amounts owing to Enron and remaining unpaid after the application by Enron of any collateral posted to it.    





Should you have any questions or comments regarding the above, please call Mark Tawney (713) 345-7759 or Tanya Rohauer at (713) 853-3263.  





Very truly yours,








Shari Stack


Senior Counsel





Attachment





cc:	  Ms. Tanya Rohauer  	


         Mr. Mark Tawney
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