[ENRON CORP. LETTERHEAD]


[Date]

Transaction

DRAFT- For Discussion Purposes Only

To:
____________________________  (Party “A”)


____________________________


____________________________


Attention:  ___________________


Telephone:  __________________


Facsimile:  ___________________

From:
Enron Corp.  (Party “B”)


1400 Smith Street


Houston, TX 77002


Attention:   ___________________


Telephone: ___________________


Facsimile:  ____________________

Re:
Transaction Enron Corp. Contract No. _____

Dear Sir or Madam:

The purpose of this document is to confirm the terms and conditions of the transaction entered into between [_________________________] (“Counterparty”) and Enron Corp. (“ENE”) on the Trade Date specified below (the "Transaction").  This document constitutes a "Confirmation" as referred to in the ISDA Master Agreement specified below and the transaction described above constitutes a “Transaction” as referred to in such ISDA Agreement.

The definitions and provisions contained in the 2000 ISDA Definitions (the “Swap Definitions”) and the 1996 ISDA Equity Derivatives Definitions (the “Equity Definitions”, and together with the Swap Definitions, the “Definitions”), as such definitions may be amended, supplemented, replaced or modified from time to time, as published by the International Swaps and Derivatives Association, Inc. (“ISDA”) are incorporated into this Confirmation.  In the event of any inconsistency between the Swap Definitions and the Equity Definitions, the Equity Definitions will govern.  In the event of any inconsistency between either set of Definitions and this Confirmation, this Confirmation will govern.  

This Confirmation supplements, forms a part of, and is subject to, the ISDA Master Agreement dated as of  ___________________, as amended and supplemented from time to time (the “Agreement”), between you and us.  All provisions contained in the Agreement govern this Confirmation except as expressly modified below.

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

Trade Date:
[TBD]

Effective Date:
[TBD]

Termination Date:
[TBD]

Shares:
Common shares of Enron Corp. (the “Issuer”) (Ticker Symbol:  ENE) 

Exchange: 
New York Stock Exchange

Related Exchange(s):
Inapplicable

Business Day Convention:
Modified Following

Number of Shares:
[TBD]

Settlement Currency: 
USD

Clearance System:
The relevant Clearance System for the shares

	Settlement Elections and Events:
	Physical Settlement (as defined below) shall apply to this Transaction, unless Party B notifies Party A by written notice of its election of Net Share Settlement by 9:00 a.m. (local time in New York) at least 10 Exchange Business Days prior to the Valuation Date.

(i) Physical Settlement: On the Equity Payment Date, Party B shall pay to Party A an amount equal to the Equity Notional Amount, and Party A shall deliver to Party B Shares in an amount equal to the Number of Shares.

	
	(ii) Net Share Settlement: If Party B elects Net Share Settlement, then Party B (if the Equity Amount is negative) or Party A (if the Equity Amount is positive) shall deliver a number of Shares on the Termination Date as determined by the following formula:

[
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Where,

s = the Equity Amount; and 

p =  the Final Price. No fractional Shares shall be delivered in connection with Net Share Settlement, and the value of any fractional Share otherwise deliverable shall be paid in cash to Party A or Party B, as the case may be, on the Termination Date (such value to be determined by multiplying such fractional Share by the Final Price).

	
	The number of Shares that may be issued at settlement by Party B will be limited to the total Shares authorized but not outstanding, reduced by the total amount of contingently issuable Shares. In any event, the number of Shares issuable by Party B at settlement shall not exceed [TBD] Shares.]

	Price Trigger Settlement:
	Upon the occurrence and continuation of a Price Trigger Event, Party A shall be entitled to terminate or cause settlement of this Transaction with respect to all or a portion of the Shares. Party A's partial exercise of such right in connection with a Price Trigger Event shall not preclude later exercises with respect to the remaining portion of Shares. 

If Party A elects to settle this Transaction as a result of a Price Trigger Event, it shall notify Party B (a "Price Trigger Notice") of (i) the number of Shares subject to such Price Trigger Settlement and (ii) the Price Trigger Settlement Date (the "Exercise Date"). Physical Settlement shall apply, unless Party B notifies Party A by written notice of its election of Net Share Settlement within one (1) Business Day of the effective date of the Price Trigger Notice.

If Party A elects to terminate this Transaction, the Price Trigger Event shall constitute an Additional Termination Event with respect to Party B and Party B shall be the Affected Party.  "Price Trigger Event" means the closing price of a Share on the Exchange is [__] per Share or lower for [__] consecutive Exchange Business Days.

	Equity Amounts payable by Party B:
	

	Equity Amount Payer:                      
	Party B

	Equity Notional Amount:
	Number of Shares multiplied by Initial Price

	Equity Notional Reset:
	Inapplicable

	Equity Payment Date:
	The Termination Date 

	Type of Return:
	Price Return

	Initial Price:
	The Initial Price for the initial Reset Date is calculated as follows:

[TBD:

USD________ x (1 + Floating Rate Option + Spread x Day Count Fraction) - Dividends

AND, for each subsequent Reset Date the Initial Price shall be calculated on each Reset Date as follows:

P x (1 + Floating Rate Option + Spread x Day Count Fraction) - Dividends

where:

P= the Initial Price from the immediately preceding Reset Date

Floating Rate Option = [                  ] with a Designated Maturity of 

[                               ].

Spread = [                              ]

Day Count Fraction = Actual/360

Reset Dates = the [                ] calendar day of each month, from and excluding the Effective Date, to but including the Termination Date



	Dividends:


	If, at any time during the period from but excluding the Effective Date to and including the Termination Date, an ex-dividend date occurs with respect to the Shares, then the cash dividend amount per Share corresponding to that ex-dividend date.

	Final Price:
	[The average execution price per Share at which Party A executes the unwind of its hedge hereunder [minus USD______ per Share], provided that if Party B does not comply with any aspect of  the Registration Provisions, then the Final Price shall mean the price determined by Party A in a commercially reasonable manner.]

	Valuation Time:
	The time at which Party A completes the unwind of its hedge hereunder.

	Valuation Date:
	[                    ] Exchange Business Days prior to the Equity Payment Date 

	Both parties agree that no Floating Amount(s) shall be payable by Party B to Party A for this Transaction.

	Adjustments:
	

	Method of Adjustment:
	Calculation Agent Adjustment

	Extraordinary Events:
	

	Consequences of Merger Events:
	

	(a)  Share-for-Share:
	Alternative Obligation 

	(b)  Share-for-Other:
	Alternative Obligation 

	(c)  Share-for-Combined:
	Alternative Obligation

	Nationalization or Insolvency:
	Cancellation and Payment, provided that payment terms and provisions shall occur as specified in the Early Termination section of this Confirmation.

	Other Provisions:
	

	Party B Representations:
	Each of its required filings under all applicable securities laws have been filed and, as of the respective dates thereof, there is no misstatement of material fact contained therein or omission of a material fact required to be stated therein or necessary to make the statements therein not misleading. It is not entering into this Transaction while in possession of material non-public information concerning the business, operations or prospects of the Issuer.
It is not entering into this Transaction to create actual or apparent trading activity in the Shares (or any security convertible into or exchangeable for Shares), to manipulate the price of the Shares (or any security convertible into or exchangeable for Shares) or to facilitate a distribution of Shares (or any security convertible into or exchangeable for Shares).

It has not entered into any obligation that would contractually limit it from effecting Physical Settlement or Net Share Settlement under this Transaction and it agrees not to enter into any such obligation during the term of this Transaction.

	Additional Representations:
	It is the intent of the parties that this Transaction does not give Party A any of the rights that rank senior to a common shareholder of Enron Corp.

	Registration Provisions:
	If Party A purchases securities of Party B to hedge Party A’s risks relating to this equity derivatives transaction and resells those securities to a person or persons other than Party B, at the time of suchresales Party B shall make a registration statement available to Party A for the registration of such resales, which registration statement shall be effective at all times from and including the date that is one Exchange Business Day prior to the Valuation Date to and including the date that Party A or its affiliate(s) has fully and finally unwound its hedge hereunder, and Party A and Party B shall enter into an agreement on reasonable and customary underwriting terms including but not limited to indemnification and contribution and due diligence (the “Underwriting Agreement”) provided that Party B will not be required to make such registration statement available or enter into the Underwriting Agreement if, in the unqualified written opinion of counsel for Party B reasonably acceptable to Party A, no registration under the Securities Act of 1933 is required for such resales. 

If, at the time of any such resales, Party B has received such an opinion of counsel, such opinion shall be provided to Party A and shall state that Party A is entitled to rely thereon; Party B shall indemnify Party A from any liabilities, costs and expenses incurred by Party A in effecting such resales without registration in reliance on such opinion.

If, as a result of Party B’s election to net share settle this equity derivatives transaction, Party B issues securities to Party A, Party B shall either (i) make a registration statement available to Party A for the registration of resales of such securities, which registration statement shall be effective at all times from and including the date that is one Exchange Business Day prior to the Valuation Date to and including the date that Party A or its affiliate(s) have fully and finally sold such securities, and Party A and Party B shall enter into the Underwriting Agreement or (ii) issue the shares pursuant to an exemption from the registration requirements of the Securities Act of 1933.

Party B represents that any registration statement (“Registration Statement”) it files pursuant to Rule 415 under the Securities Act of 1933, as amended, and any prospectus delivered to Party A in connection with sales made under the Registration Statement (as such prospectus may be supplemented from time to time) will each not include an untrue statement of a material fact or omit to state a material fact necessary in order to make the statements therein, in light of the circumstances under which they were made, not misleading.

Notwithstanding the foregoing, if Party B elects net-share settlement of this Transaction and fails to comply with any aspect of the Registration Provisions, the Final Price shall be equal to the price determined by Party A in a commercially reasonable manner.  Also, Party B acknowledges and agrees that if it issues securities to Party A which are not registered, the number of shares to be delivered shall be greater than the number of shares that would be delivered if registration had occurred.

	Early Termination:
	The parties agree that for purposes of Section 6(e) of the Master Agreement, Second Method and Loss will apply to this Transaction. Notwithstanding any provision to the contrary, upon the designation of an Early Termination Date hereunder, a party's payment obligation in respect of this Terminated Transaction only as determined in accordance with Second Method and Loss (the "Transaction Early Termination Amount") may, at the option of Party B, be satisfied by the party owing such amount by the delivery of a number of Shares equal to the Transaction Early Termination Amount divided by the Termination Price ("Early Termination Net Share Settlement"); provided however, that Party B must notify Party A of its election of Early Termination Net Share Settlement by the close of business on the day that the notice designating the Early Termination Date is effective.

"Termination Price"  means (i) where Party A is the party receiving delivery of Shares, the midpoint of the highest bid and lowest offer prices per Share as quoted by the Exchange at the Valuation Time on the date specified in the Calculation Notice (as defined below) or, if the Shares delivered under a Net Share Settlement election are not fully registered, freely tradable (subject to any prospectus delivery requirement) and free and clear of any lien, charge, claim or other encumbrance ("Free Shares")  or if the parties have not entered into an Underwriting Agreement on the date specified in the notice delivered pursuant to Section 6(d)(i) of the Master Agreement (the “Calculation Notice”), the price determined by Party A in a commercially reasonable manner, and (ii) where Party B is the party receiving delivery of Shares, the midpoint of the highest bid and lowest offer prices per Share as quoted by the Exchange at the Valuation Time on the date specified in the Calculation Notice. Party B understands and acknowledges that the Termination Price shall be lower if (i) the Shares to be delivered under Early Termination Net Share Settlement are not Free Shares or (ii) if the parties have not entered into an Underwriting Agreement.

A number of Shares calculated as being due in respect of any Early Termination Net Share Settlement will be deliverable on the third Exchange Business Day following the date that the Calculation Notice (specifying the number of Shares deliverable) is effective (the "Early Termination Net Share Settlement Payment Date"). Any fractional Share shall be multiplied by the Termination Price and paid in cash to Party A on the Early Termination Net Share Settlement Payment Date. Section 6(d)(i) of the Master Agreement is hereby amended by adding the following words after the word "paid" in the 5th line thereof: "or any delivery is to be made, as applicable".

	Governing Law:
	New York

	Transfer:
	Neither party may transfer this Transaction, in whole or in part, without the prior written consent of the non-transferring party, which consent shall not be unreasonably withheld.  In addition, either party may assign this Transaction to an affiliated entity of such party whose obligations in respect of such assignment are guaranteed by the transferor party, or, if the transferor’s obligations under this Transaction are guaranteed, by the guarantor of such transferor party’s obligations.  Notwithstanding the foregoing, any assignment hereunder shall not be permitted if, as a result thereof, a payment becomes subject to any deduction or withholding for or on account of any tax which would not have arisen had such assignment not been effected.


OTHER TERMS:

Calculation Agent:  
[                   ] whose determinations and calculations shall be binding in the absence of manifest error.
Potential Adjustment Events.  Calculation Agent Adjustment shall apply with respect to this Transaction in the event of the occurrence of any Potential Adjustment Event. 

[Party A agrees to provide the following Credit Support Document:  Guaranty of [                                       ] (unconditional guaranty to Party B of the due and punctual payment of all amounts payable by Party A under this Transaction as such payments become due and payable).] 

Please confirm your agreement with the foregoing by executing this Confirmation and returning it to us at facsimile number [_________________], Attention:  Documentation.

Yours sincerely,
Confirmed as of the date first above written:

[______________________________] 
Enron Corp.

	By:    __________________________________

Name: _________________________________

Title: __________________________________
	By:    _________________________________________

Name:_________________________________________

Title:  _________________________________________

	
	


Execution time will be furnished upon Counterparty's written request.

O:\Legal\SSHACKLE\Confirmations\Equity\SampleForward a.doc
1

7

_985068414.unknown

