COVER SHEET ELECTIONS

to the

COLLATERAL ANNEX 

to the 

WESTERN SYSTEMS POWER AGREEMENT

I.
Collateral Threshold.

A.
Party A Collateral Threshold.

(
$______________; provided, however, that the Collateral Threshold for Party A shall be zero upon the occurrence and during the continuance of an Event of Default with respect to Party A.

(
(a)  The amount set forth below under the heading “Party A Collateral Threshold” opposite the Credit Rating for [Party A][Party A’s Guarantor] on the relevant date of determination, and if [Party A’s][Party A’s Guarantor’s] Credit Ratings shall not be equivalent, the lower Credit Rating shall govern or (b) zero if on the relevant date of determination [Party A][its Guarantor] does not have a Credit Rating from the rating agency(ies) specified below or an Event of Default with respect to Party A has occurred and is continuing:

Party A

Collateral Threshold
S&P Credit Rating


Moody’s Credit Rating



$__________
_______ (or above)
_______ (or above)

$__________
_______
_______

$__________
_______
_______

$__________
_______
_______

$__________
Below _______
Below _______





(
The amount of the Guaranty Agreement dated _____ from _____, as amended from time to time but in no event shall Party A’s Collateral Threshold be greater than $______.  

B.
Party B Collateral Threshold.

(
$______________; provided, however, that the Collateral Threshold for Party B shall be zero upon the occurrence and during the continuance of an Event of Default with respect to Party B.

(
(a)  The amount set forth below under the heading “Party B Collateral Threshold” opposite the Credit Rating for [Party B][Party B’s Guarantor] on the relevant date of determination, and if [Party B’s][Party B’s Guarantor’s] Credit Ratings shall not be equivalent, the lower Credit Rating shall govern or (b) zero if on the relevant date of determination [Party B][its Guarantor] does not have a Credit Rating from the rating agency(ies) specified below or an Event of Default with respect to Party B has occurred and is continuing:

Party B

Collateral Threshold
S&P Credit Rating


Moody’s Credit Rating



$__________
_______ (or above)
_______ (or above)

$__________
_______
_______

$__________
_______
_______

$__________
_______
_______

$__________
Below _______
Below _______





(
The amount of the Guaranty Agreement dated _____ from _____, as amended from time to time but in no event shall Party B’s Collateral Threshold be greater than $______.  

II. Material Adverse Change.  (if applicable)

(
Party A 

A. It shall have (i) its unsecured senior, long-term obligations (not supported by third party credit enhancement) rated by S&P below “_______________” or by Moody’s below “________________”;  (ii) an “issuer rating” that is rated by S&P below “_______________”; or (iii) no rating by either Moody’s or S&P.

B.
Other:_________________________________________________________________________

(
Party B 

A. It shall have (i) its unsecured, senior, long-term obligations (not supported by third party credit enhancement) rated by S&P below “______________”; (ii) an “issuer rating” that is rated by S&P below “________________” or by Moody’s below “_________________”; or (iii) no rating by either Moody’s or S&P.

B.
Other:_________________________________________________________________________

III. General Credit Assurances.

(
Section 27 of the WSPP applies, provided that the following phrase is added after the last word before the period at the end of Section 22.1(d): “or in the  Collateral Annex to the WSPP Agreement between the Parties.”

· Section 27 of the WSPP is deleted in its entirety and Section 22.1(d) is modified to delete the reference to Section 27 and replace such reference with a reference to this Collateral Annex.

(If neither box is checked, this election shall apply by default.)

IV.
Minimum Transfer Amount.
A.
Party A Minimum Transfer Amount:
$_________________________

B.
Party B Minimum Transfer Amount:
$_________________________

V.
Rounding Amount.
A.
Party A Rounding Amount:
$_________________________

B.
Party B Rounding Amount:
$_________________________

VI.
Administration of Cash Collateral.

A.
Party A Eligibility to Hold Cash.
(
Party A shall not be entitled to hold Performance Assurance in the form of Cash.   Performance Assurance in the form of Cash shall be held in a Qualified Institution in accordance with the provisions of the Collateral Annex.

(
Party A shall be entitled to hold Performance Assurance in the form of Cash provided that the following conditions are satisfied:  (1) it is not a Defaulting Party, (2), [Party A] [Party A’s Guarantor] has a Credit Rating from ______ and the lowest Credit Rating for [Party A] [Party A’s Guarantor] is ___________ or higher by ___________; (3) Cash shall be held only in any jurisdiction within the United States. To the extent Party A is entitled to hold Cash, the Interest Rate payable to Party B on Cash shall be as selected below:

Party A Interest Rate.
(
Federal Funds Effective Rate - the rate for that day opposite the caption "Federal Funds (Effective)" as set forth in the weekly statistical release designated as H.15(519), or any successor publication, published by the Board of Governors of the Federal Reserve System.  (If neither Interest Rate box is checked, or the “Other” box is not completed, the Federal Funds Rate specified herein shall apply.)

(
Other - ____________





(If neither box is checked, this election shall apply by default.)

B.
Party B Eligibility to Hold Cash.
(
Party B shall not be entitled to hold Performance Assurance in the form of Cash.  Performance Assurance in the form of Cash shall be held in a Qualified Institution in accordance with the provisions of the Collateral Annex.

(
Party B shall be entitled to hold Performance Assurance in the form of Cash provided that the following conditions are satisfied:  (1) it is not a Defaulting Party, (2), [Party B] [Party B’s Guarantor] has a Credit Rating from ______ and the lowest Credit Rating for [Party B] [Party B’s Guarantor] is ___________ or higher by ___________; (3) Cash shall be held only in any jurisdiction within the United States. To the extent Party B is entitled to hold Cash, the Interest Rate payable to Party A on Cash shall be as selected below:

Party B Interest Rate.
(
Federal Funds Effective Rate - the rate for that day opposite the caption "Federal Funds (Effective)" as set forth in the weekly statistical release designated as H.15(519), or any successor publication, published by the Board of Governors of the Federal Reserve System.  (If neither Interest Rate box is checked, or the “Other” box is not completed, the Federal Funds Rate specified herein shall apply.)

(
Other - ____________





(If neither box is checked, this election shall apply by default.)

VII.
General.
With respect to the Collateral Threshold, Independent Amount, Minimum Transfer Amount and Rounding Amount, if no amount is filled in with respect to a Party, then the applicable amount in each case for such Party shall be zero (0). 
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