
ISDA EXHIBITS DOCUMENT

DRAFT OF 08/17/99

PARAGRAPH 13

to the

ISDA CREDIT SUPPORT ANNEX

dated as of _________________, 199__

between

ENRON CAPITAL & TRADE RESOURCES CORP., a corporation organized under the law of the State of Delaware ("Party A"), and
_____________________________________, a _____________ organized under the law of the ____________ of ________ ("Party B")

Paragraph 13.  Elections and Variables.
(a)
Security Interest for “Obligations”.  The term “Obligations” as used in this Annex includes the following additional obligations:

With respect to Party A:  None.

With respect to Party B:  None.

(b)
Credit Support Obligations.

(i)  Delivery Amount, Return Amount, and Credit Support Amount.
(A) “Delivery Amount” has the meaning specified in Paragraph 3(a).

(B) “Return Amount” has the meaning specified in Paragraph 3(b).

(C) “Credit Support Amount” has the meaning specified in Paragraph 3.

[(C) “Credit Support Amount” will mean the higher of (i) the amount calculated as provided in the definition of that term in Paragraph 3 and (ii) the sum of the Pledgor’s Independent Amounts.
]
(ii)  Eligible Collateral.  The following items will qualify as “Eligible Collateral” for the party specified.



Party A
Party B
Valuation

Percentage



(A)
Cash


[X]
[X]
100%





























(B)
Negotiable debt obligations issued by the U.S. Treasury Department having an original maturity at issuance of not more than one year (“Government Obligations”)


[  ]
[  ]
98%

(C)
Other:
None






(iii)  Other Eligible Support.  The following items will qualify as “Other Eligible Support” for the party specified:


Party A


Party B


Valuation

Percentage








Letters of Credit
[X]
[X]
100% [unless either (i) a Letter of Credit Default shall apply with respect to such Letter of Credit or (ii) twenty (20) or fewer Local Business Days remain prior to the expiration of such Letter of Credit, in which case the Valuation Percentage shall be 0.] 


(iv)  Thresholds.

(A)  “Independent Amount” means with respect to Party A:  U.S. $0.

“Independent Amount” means with respect to Party B:  U.S. $0.

(B)  [“Threshold” means with respect to Party A, U.S. $________ and with respect to Party B, U.S. $________; provided, however, that the Threshold for a party shall be zero upon the occurrence and during the continuance of a Material Adverse Change or an Event of Default or Potential Event of Default with respect to such party.]
[“Threshold” means, with respect to a party (a) the amount set forth opposite the lowest Credit Rating for the party (or [in the case of Party B, ____________ and] in the case of Party A, Enron Corp.)
 on the relevant date of determination; or (b) zero if on the relevant date of determination (i) the entity referred to in clause (a) above does not have a Credit Rating from [either S&P or Moody's
], or (ii) an Event of Default or Potential Event of Default with respect to such party has occurred and is continuing:

THRESHOLD
S&P CREDIT RATING


MOODY'S CREDIT RATING



U.S. $ ______________
AA (or above)
Aa2 (or above)

U.S. $ ______________
AA- to A-
Aa3 to A3

U.S. $ ______________
BBB+ and BBB
Baa1 and Baa2

U.S. $ _____________
BBB-
Baa3





U.S. $ 0
Below BBB-
Below Baa3]

(C)  “Minimum Transfer Amount” means with respect to Party A:  U.S. $1.

“Minimum Transfer Amount” means with respect to Party B:  U.S. $1.

(D)  Rounding.  The Delivery Amount will be rounded up to the nearest integral multiple of U.S. $____ and the Return Amount will be rounded down to the nearest integral multiple of U.S. $____.

(c)  Valuation and Timing.
(i)  “Valuation Agent” means, for purposes of Paragraph 3, the party making the demand under Paragraph 3; for purposes of Paragraph 4(d), the Secured Party for purposes of calculating the Value of the Substitute Credit Support and Posted Credit Support involved in the substitution; for purposes of Paragraph 5, the Secured Party; and for purposes of Paragraph 6(d), the Secured Party receiving or deemed to receive the Distributions or the Interest Amount, as applicable; provided, however, that in all cases, if an Event of Default or Potential Event of Default or Specified Condition has occurred and is continuing with respect to the party designated as the Valuation Agent, then in such case, and for so long as the Event of Default or Potential Event of Default or Specified Condition continues, the other party shall be the Valuation Agent.

(ii)  “Valuation Date” means any Local Business Day.

(iii)  “Valuation Time” means:

[  ]  the close of business in the city of the Valuation Agent on the Valuation Date or date of calculation, as applicable;

[X]  the close of business in the city of the Valuation Agent on the Local Business Day before the Valuation Date or date of calculation, as applicable;

provided that the calculations of Value and Exposure will be made as of approximately the same time on the same date.

(iv)  “Notification Time” means 10:00 a.m., New York time, on a Local Business Day:

(d)
Conditions Precedent and Secured Party’s Rights and Remedies.  The following Termination Event(s) will be a “Specified Condition” for the party specified (that party being the Affected Party if the Termination Event occurs with respect to that party):

Specified Condition
Party A
Party B



Illegality


[X]
[X]

Tax Event


[X]
[X]

Tax Event Upon Merger


[X]
[X]

Credit Event Upon Merger


[X]
[X]






Additional Termination Event(s):


None
None


(e)  Substitution.
(i)  “Substitution Date” has the meaning specified in Paragraph 4(d)(ii).

(ii)  Consent.  If specified here as applicable, then the Pledgor must obtain the Secured Party’s consent for any substitution pursuant to Paragraph 4(d):  Inapplicable.

(f)  Dispute Resolution.
(i)  “Resolution Time” means 1:00 p.m., New York time, on the third Local Business Day following the date on which notice of the dispute is given under Paragraph 5.

(ii)  Value.  For the purpose of Paragraphs 5(i)(C) and 5(ii), the Value of Posted Credit Support as of the relevant calculation date will be calculated as follows:

(1)  With respect to cash, the face amount thereof; and

(2)  With respect to any Government Obligations, the sum of (A)(x) the mean of the high bid and low asked prices quoted on such date by two principal market makers of recognized national standing (each a “Principal Market Maker”) for such Government Obligations chosen by the Valuation Agent, or (y) if quotations are not available from two Principal Market Makers for such date, the mean of such high bid and low asked prices as of the day next preceding such date, on which such quotations were available, plus (B) the accrued interest on such Government Obligations (except to the extent Transferred to a party pursuant to any applicable provision of this Annex or included in the applicable price referred to in (A) of this clause (2)) as of such date, multiplied by the applicable Valuation Percentage.

(iii)  Alternative:  The provisions of Paragraph 5 will apply except to the following extent; pending the resolution of a dispute, Transfer of the undisputed Value of Eligible Credit Support or Posted Credit Support involved in the relevant demand will be due as provided in Paragraph 5 if the demand is given by the Notification Time but will be due on the second Local Business Day after the demand if the demand is given after the Notification Time.

[(iv)  The provisions of Paragraph 5(i)(B) are hereby amended by inserting the following immediately before the word “and” in line 5 thereof:

provided that if no quotation from a Reference Market-maker is available for such Transaction (or Swap Transaction), then quotations of rates or prices from one or more leading participants in the relevant market (selected in good faith) may be used for such Transaction (or Swap Transaction);]

(g)
Holding and Using Posted Collateral.
(i)  Eligibility to Hold Posted Collateral; Custodians.  Party A and its Custodian will be entitled to hold Posted Collateral pursuant to Paragraph 6(b); provided that the following conditions applicable to it are satisfied:

(1)  Party A is not a Defaulting Party and [Party A’s Credit Support Provider] [Enron Corp.] has a Credit Rating and the lowest Credit Rating for [Party A’s Credit Support Provider] [Enron Corp.] is “BBB-” or higher by S&P[ or “Baa3” or higher by Moody’s].

(2)  Posted Collateral may be held only in the following jurisdictions:  Any jurisdiction within the United States.

[If Party A is not eligible to hold Posted Collateral pursuant to this Section, then it shall be considered a “Downgraded Party” (as defined in Paragraph 13(g)(ii)) and Posted Collateral shall be maintained in accordance with Paragraphs 13(g)(ii)(a) and 13(h)(iii).] 

[Party B and its Custodian will be entitled to hold Posted Collateral pursuant to Paragraph 6(b); provided that the following conditions applicable to it are satisfied:

(1)  Party B is not a Defaulting Party and [[it] [its Credit Support Provider] has a Credit Rating and the lowest Credit Rating for [it] [its Credit Support Provider] is “___” or higher by S&P[ or “___” or higher by Moody’s] [a Material Adverse Change has not occurred with respect to Party B].

(2)  Posted Collateral may be held only in the following jurisdictions:  Any jurisdiction in the United States.

If a party is not eligible to hold Posted Collateral pursuant to this Section, then it shall be considered a “Downgraded Party” (as defined in Paragraph 13(g)(ii)) and Posted Collateral shall be maintained in accordance with Paragraphs 13(g)(ii) and 13(h)(iii).] 

[With respect to Party B, Posted Collateral shall be maintained in accordance with Paragraphs 13(g)(ii)(b) and 13(h)(iii) and the provisions of Paragraphs 6(b)(i), 6(b)(ii) and 6(c) shall be inapplicable with respect to Party B as the Secured Party.] 

(ii)  Use of Posted Collateral.
[The provisions of Paragraph 6(c) will apply to the parties
][(a) The provisions of Paragraph 6(c) will apply to Party A only
]; provided, however, that if [a party][Party A
] is not eligible to hold Posted Collateral pursuant to Paragraph 13(g)(i) (such party shall be the “Downgraded Party” and the event that caused it to be ineligible to hold Posted Collateral shall be a “Credit Rating Event”), then:

(1)  the provisions of Paragraph 6(c) will not apply with respect to the Downgraded Party as the Secured Party; and

(2)  the Downgraded Party shall be required to deliver (or cause to be delivered) not later than the close of business on the second Local Business Day following such Credit Rating Event all Posted Collateral in its possession or held on its behalf to a commercial bank or trust company organized under the law of the United States or a political subdivision thereof, with a Credit Rating of at least “A-” in the case of S&P or “A3” in the case of Moody’s (“Qualified Institution”), approved by the non-Downgraded Party (which approval shall not be unreasonably withheld) to a segregated, safekeeping or custody account (“Collateral Account”) within such Qualified Institution with the title of the Collateral Account indicating that the property contained therein is being held as Posted Collateral for the Downgraded Party.  The Qualified Institution shall serve as Custodian with respect to the Posted Collateral in the Collateral Account, and shall hold such Posted Collateral in accordance with the terms of this Annex and for the security interest of the Downgraded Party and, subject to such security interest, for the ownership of the non-Downgraded Party.

[(b) All Posted Collateral that is to be transferred to Party B as the Secured Party pursuant to Paragraphs 3 and 5 shall be transferred to and held by a Qualified Institution approved by Party A (which approval shall not be unreasonably withheld) to be held in a Collateral Account within such Qualified Institution with the title of the Collateral Account indicating that the property contained therein is being held as Posted Collateral for Party B.  The Qualified Institution shall serve as Custodian with respect to the Posted Collateral in the Collateral Account, and shall hold such Posted Collateral in accordance with the terms of this Annex and for the security interest of Party B and, subject to such security interest, for the ownership of Party A.] 

(iii)  For purposes of Section 5(a)(iii) of this Agreement, failure by a party to comply with any of the obligations under this Paragraph 13(g) will constitute an Event of Default with respect to such party if the failure continues for two (2) Local Business Days after notice of the failure is given to that party.

(h)
Distributions and Interest Amount.
(i)  Interest Rate.  The “Interest Rate” will be:  Federal Funds Overnight Rate as from time to time in effect.

(ii)  Transfer of Interest Amount.  The Transfer of the Interest Amount will be made on the last Local Business Day of each calendar month and on any Local Business Day that Posted Collateral in the form of Cash is Transferred to the Pledgor pursuant to Paragraph 3(b).

(iii)  Alternative to Interest Amount.  The provisions of Paragraph 6(d)(ii) will apply except as modified below.

(A)  If the provisions of Paragraph 6(c) do not apply to a party as a result of [a Credit Rating Event described in Paragraph 13(g)(ii) 
][the provisions of Paragraphs 13(g)(i) or 13(g)(ii)(a)
], the provisions of Paragraphs 6(d)(i) and 6(d)(ii) will not apply, Posted Collateral consisting of Government Obligations, if any, including all Distributions with respect to such Posted Collateral, shall be maintained in the Collateral Account by the Qualified Institution pursuant to Paragraph 13(g)(ii), and the investment of the Posted Collateral consisting of Cash shall be governed in accordance with the following provisions:

The Qualified Institution holding the Posted Collateral will invest and reinvest or procure the investment and reinvestment of the Posted Collateral in accordance with the written instructions of the Pledgor, subject to the approval of such instructions by the Secured Party (which approval shall not be unreasonably withheld), provided that the Secured Party shall not be required to so invest or reinvest or procure such investment or reinvestment if an Event of Default or Potential Event of Default or Specified Condition with respect to the Pledgor shall have occurred and be continuing.  The Secured Party shall have no responsibility for any losses resulting from any investment or reinvestment effected in accordance with the Pledgor’s instructions.

For purposes of Section 5(a)(iii) of this Agreement, failure by a party to comply with any of the obligations under this Paragraph 13(h)(iii)(A) will constitute an Event of Default with respect to such party if the failure continues for two (2) Local Business Days after notice of the failure is given to that party.

(B)  If Transfer of an Interest Amount (or any portion thereof) to a Pledgor on any day would result in, or increase, a Delivery Amount (treating the day as a Valuation Date, as provided in Paragraph 6(d)(ii)) but the Pledgor would nonetheless have no obligation to make a Transfer pursuant to Paragraph 3(a) on that day if it were a Valuation Date (because the Delivery Amount is lower than the Pledgor’s Minimum Transfer Amount or otherwise), the Secured Party will be required to Transfer that Interest Amount (or portion thereof) to the Pledgor, notwithstanding anything to the contrary in Paragraph 6(d)(ii).

(i)
Additional Representation(s) and Covenants.
Each party represents and covenants to the other party (which representations and covenants will be deemed to be repeated as of each date on which it, as the Pledgor, Transfers Eligible Credit Support (or, in the case of after-acquired Eligible Credit Support, at the time the other party or its agent acquires rights therein), and which covenants will be deemed to apply at all times) that:

(i)  with respect to the issuance, renewal, substitution, or increase (as the case may be) of a Letter of Credit, such Letter of Credit is the legal, valid, and binding obligation of the issuer thereof, enforceable in accordance with its terms.

[(ii)  the necessary action to authorize referred to in Section 3(a)(ii) of this Agreement includes all authorizations required under the Federal Deposit Insurance Act as amended (including amendments effected by the Financial Institutions Reform, Recovery, and Enforcement Act of 1989) and under any agreement, writ, decree or order entered into with the Pledgor’s supervisory authorities; and at all times during the term of this Annex, the Pledgor will continuously include and maintain as part of its official written books and records this Annex, all exhibits, supplements and attachments hereto and documents incorporated by reference herein, and evidence of all necessary authorizations.
]
(j)
Other Eligible Support and Other Posted Support.
(i)  “Value” with respect to Other Eligible Support and Other Posted Support means:  The Valuation Percentage times the stated amount then available under the Letter of Credit to be unconditionally drawn by the Secured Party.

(ii)  “Transfer” with respect to Other Eligible Support and Other Posted Support means:  For purposes of Paragraph 3(a), delivery of the Letter of Credit by the Pledgor to the Secured Party at the address specified in this Annex or delivery of an executed amendment to such Letter of Credit (extending the term or increasing the amount available to the Secured Party thereunder) by the Pledgor to the Secured Party at the address specified in this Annex; and for purposes of Paragraph 3(b), return of the Letter of Credit by the Secured Party to the Pledgor, at the address specified in this Annex, or delivery of an executed amendment to the Letter of Credit in form and substance satisfactory to the Pledgor, reducing the amount available to the Secured Party thereunder by the Pledgor to the Secured Party at the address specified in this Annex.

(iii)  All Other Eligible Support and Other Posted Support consisting of Letters of Credit shall be issued and maintained in accordance with the provisions set forth in Exhibit A and Schedule 1 attached hereto.

(k)
Demands and Notices.
All demands, specifications, and notices under this Annex will be made pursuant to the Notices Section of this Agreement.

(l)
Addresses for Transfers.
Party A:     To be provided in notice requesting delivery/return of Eligible Credit Support/Posted Credit Support.

Party B:      To be provided in notice requesting delivery/return of Eligible Credit Support/Posted Credit Support.


(m)
Other Provisions.
(i)  Paragraph 12 of this Annex is hereby amended by adding the following:

“Credit Rating” means with respect to a party (or its Credit Support Provider, as the case may be) or entity, on any date of determination, the respective ratings then assigned to such party’s (or its Credit Support Provider's, as the case may be) or entity’s unsecured, senior long-term debt or deposit obligations (not supported by third party credit enhancement) by S&P, Moody’s or the other specified rating agency or agencies.  [If such ratings are not available, then “Credit Rating” shall mean the S&P corporate bond rating.
]
“Federal Funds Overnight Rate” means, for the relevant determination date the rate 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.

“Letter of Credit” means an irrevocable, transferable, standby letter of credit, issued by a major U.S. commercial bank or foreign bank with a U.S. branch office with a Credit Rating of at least “A-” by S&P and “A3” by Moody’s, utilizing the form set forth in Schedule 1 attached hereto, with such changes to the terms in that form as the issuing bank may require and as may be acceptable to the party in whose favor the letter of credit is issued.  Each Letter of Credit shall be a Credit Support Document.
“Material Adverse Change” means ________________________________________.

“Moody’s” means Moody’s Investors Service, Inc. or its successor.

“S&P” means the Standard & Poor's Rating Group (a division of McGraw-Hill, Inc.) or its successor.

(ii)  Paragraph 6(d)(i) is hereby amended by adding the following sentence:

“Subject to Paragraph 4(a) and only to the extent contemplated in the previous sentence, if a Secured Party receives or is deemed to receive Distributions on a day that is not a Local Business Day, or after its close of business on a Local Business Day, it will Transfer Distributions to the Pledgor on the second following Local Business Day.”

[(iii)  Paragraph 3(b) is hereby amended by adding the following after the phrase “(rounded pursuant to Paragraph 13)” in the fifth line thereof:

“; provided, however, that the Secured Party will, upon the Pledgor’s request, Transfer to the Pledgor all Posted Credit Support if the amount of such Posted Credit Support is material and if the Pledgor’s Credit Support Amount is zero.” 
]
MATERIAL ADVERSE CHANGE ("MAC") CLAUSES

(delete this page when done)

[INSERT IF MAC IS TO BE APPLICABLE TO ECT (“Party A”) AND COUNTERPARTY (“Party B”) (CREDIT RATINGS)]:
“Material Adverse Change” means (a) with respect to Party A, [Enron Corp.’s] [its Credit Support Provider’s] Credit Rating is below “BBB-” by S&P [or below “Baa3” by Moody’s] or [Enron Corp.][its Credit Support Provider] fails to have a Credit Rating from S&P [or Moody’s]; or (b) with respect to Party B, [its] [its Credit Support Provider’s] Credit Rating is below “__” by S&P [or below “__” by Moody’s] or [it][its Credit Support Provider] fails to have a Credit Rating from S&P [or Moody’s].

[INSERT IF MAC IS TO BE APPLICABLE TO ECT (“Party A”) (CREDIT RATING) AND COUNTERPARTY (“Party B”) (NON-SPECIFIC MAC)]:
“Material Adverse Change” means (a) with respect to Party A, [Enron Corp.’s] [its Credit Support Provider’s] Credit Rating is below “BBB-” by S&P [or below “Baa3” by Moody’s] or [Enron Corp.][its Credit Support Provider] fails to have a Credit Rating from S&P [or Moody’s]; or (b) with respect to Party B, in the reasonable opinion of Party A, a material adverse change has occurred in the business, financial condition or operations of Party B [or its Credit Support Provider].

[INSERT IF MAC IS TO BE APPLICABLE TO ONLY COUNTERPARTY (“Party B”) (NON-SPECIFIC MAC)]:
“Material Adverse Change” means with respect to Party B, in the reasonable opinion of Party A, a material adverse change has occurred in the business, financial condition or operations of Party B [or its Credit Support Provider].

[INSERT IF MAC IS TO BE APPLICABLE TO ONLY COUNTERPARTY (“Party B”) (CREDIT RATING)]:

“Material Adverse Change” means, with respect to Party B, [its] [its Credit Support Provider’s] Credit Rating is below “__” by S&P [or below “__” by Moody’s] or [it][its Credit Support Provider] fails to have a Credit Rating from S&P [or Moody’s].

[INSERT IF MAC CONTAINS FINANCIAL COVENANTS FOR COUNTERPARTY (“Party B”) AND CREDIT RATING FOR ECT’S GUARANTOR (“Party A”)]:
“Material Adverse Change” means, (a) with respect to Party A, [Enron Corp.’s][its Credit Support Provider’s] Credit Rating is below “BBB-” by S&P [or below “Baa3” by Moody’s] or [Enron Corp.][its Credit Support Provider] fails to have a Credit Rating from S&P [or Moody’s]; or (b) with respect to Party B, [it] [its Credit Support Provider] shall have any of the following occur at any time:  [(i) the ratio of its [Funded Debt][Total Debt] to Net Worth is more than _____ to _____, or (ii) its Net Worth falls below [U.S.] $

, or (iii) the ratio of its Cash Flow to Current Maturities of Long Term Debt is less than _ to _, or (iv) the ratio of its Current Assets to Current Liabilities is less than _ to _, or (v) the ratio of its PV15 of PDP to Funded Debt is less than __ to __, or (vi) its EBITDA Coverage Ratio shall be less than __ to __, or [INSERT OTHER APPROPRIATE FINANCIAL COVENANTS].

[DEFINITIONS TO BE INSERTED AS APPROPRIATE]
“Cash Flow” means Net Income plus depreciation and non-cash charges from the consolidated income statement of [Party B] [ Party B’s Credit Support Provider] prepared in accordance with GAAP.

“Current Assets” means consolidated current assets of [Party B] [Party B’s Credit Support Provider] as would be reflected on a consolidated balance sheet of [Party B] [Party B’s Credit Support Provider] prepared in accordance with GAAP.

“Current Liabilities” means consolidated current liabilities of [Party B] [Party B’s Credit Support Provider] as would be reflected on a consolidated balance sheet of [Party B] [Party B’s Credit Support Provider] prepared in accordance with GAAP.

“Current Maturities of Long Term Debt” means payments required by third party lenders on consolidated long term debt of [Party B] [Party B’s Credit Support Provider] within the next twelve (12) calendar months determined in accordance with GAAP.

“DBRS” means Dominion Bond Rating Service Limited, or its successor.

[EBIDTA LANGUAGE - INSERT ALL THE DEFINITIONS BELOW:

“Depreciation, Depletion and Amortization Expense” means, with respect to [Party B][Party B’s Credit Support Provider] for any period, the total amount of depreciation, depletion and amortization expense (exclusive of the amortization of the principal amount of any indebtedness) and other similar non-cash operating charges for such person for such period.
“EBITDA” means, with respect to [Party B][Party B’s Credit Support Provider] for any period, the aggregate amount of its Net Income plus the sum of (to the extent deducted in calculating Net Income) (i) the aggregate amount of Interest Expense for such period, (ii) the aggregate amount of consolidated income taxes for such person for such period, (iii) Depreciation, Depletion and Amortization Expense for such period, (iv) all amounts (to the extent not already included in (iii) above) attributable to other (a) non-cash operating charges and (b) non-cash non-operating charges for such period, and (v) all consolidated extraordinary non-cash charges for such person during such period minus, without duplication, all consolidated extraordinary gains for such person during such period.

“EBITDA Coverage Ratio” means, with respect to any period, the ratio of (i) EBITDA for such period to (ii) the aggregate amount of Interest Expense for such period.

“Interest Expense” means, for any period, without duplication, the total consolidated interest expense of [Party B][Party B’s Credit Support Provider] including (i) interest expense attributable to capital leases, (ii) amortization of indebtedness discount and indebtedness issuance costs (including any original issue discount attributable to any issuance of equity securities and indebtedness securities), (iii) capitalized interest, (iv) non-cash interest payments, (v) commissions, discounts and other fees and charges owed with respect to letters of credit and bankers’ acceptance financing, (vi) net cash costs under interest rate protection agreements (including amortization of fees), and (vii) consolidated interest actually paid by Party B under any guarantee of indebtedness or other obligations of any other person.

For EBIDTA, in addition to the definitions above, add our standard definition for “Net Income”]

“Funded Debt” means consolidated indebtedness of [Party B] [Party B’s Credit Support Provider] which by its terms matures more than one year from the date as of which any calculation of Funded Debt is made.

“GAAP” means generally accepted accounting principles that are generally accepted in the country in which the applicable party is organized and on a basis consistent with prior periods.

“Goodwill” means the residual of purchase price over the fair market value of all specific assets net of specific liabilities.  [Note:  when you use “Goodwill”, in the definition of “Net Worth” you need to change “(exclusive of intangible assets")” to “(exclusive of Goodwill)”]

“Moody’s” means Moody’s Investors Service, Inc. or its successor.

“Net Income” means consolidated gross revenues of [Party B] [Party B’s Credit Support Provider] and other proper income credits, less all proper income charges, including taxes on income, all determined in accordance with GAAP.

“Net Worth” means total consolidated assets of [Party B] [Party B’s Credit Support Provider] (exclusive of intangible assets), minus the total consolidated liabilities of [Party B] [Party B’s Credit Support Provider], each as would be reflected on a consolidated balance sheet of [Party B] [Party B’s Credit Support Provider] prepared in accordance with GAAP.

“PV15 of PDP” shall mean the present value worth before income taxes discounted at a rate of 15% of Party B’s proved developed producing reserves as indicated in the _______________ Report or such other independent reserve report prepared by a firm acceptable to Party A.  [When this definition is added you need to add into the “Financial Information” section, the request for the engineering report as follows:
“as soon as available and in any event within thirty (30) days after such report has been prepared, a copy of the annual, any semi-annual or quarterly, _____________________ Report (which report sets forth, among other things, Party B’s annual reserves report, including its proved developed producing reserves) or any similar report prepared with respect to Party B.”

“S&P” means the Standard & Poor’s Rating Group (a division of McGraw-Hill, Inc.) or its successor.

“Total Debt” means consolidated indebtedness of [Party B] [Party B’s Credit Support Provider].

EXHIBIT A
to Paragraph 13

of Annex A
LETTER OF CREDIT PROVISIONS
I.  Letters of Credit.  Posted Credit Support provided by one party (“X”) for the benefit of the other (“Y”) in the form of a Letter of Credit shall be subject to the following provisions.

(a)  Any Letter of Credit shall be delivered by X to such address as Y shall specify and shall be maintained for the benefit of Y or its designee.  X or the issuer of the Letter of Credit shall (i) renew or cause the renewal of each outstanding Letter of Credit on a timely basis as provided in the relevant Letter of Credit, (ii) if the bank that issued an outstanding Letter of Credit has indicated its intent not to renew such Letter of Credit, provide a substitute Letter of Credit at least twenty (20) Local Business Days prior to the expiration of the outstanding Letter of Credit, and (iii) if a bank issuing a Letter of Credit shall fail to honor Y’s properly documented request to draw on an outstanding Letter of Credit, provide for the benefit of Y a substitute Letter of Credit that is issued by a bank acceptable to Y within two (2) Local Business Days after such refusal.

(b)  Upon the occurrence of a Letter of Credit Default, X agrees to deliver a substitute Letter of Credit to Y on or before the second Local Business Day after the occurrence thereof (or on or before the fifth Local Business Day after the occurrence thereof if only clause (i) under the definition of Letter of Credit Default applies).  “Letter of Credit Default” shall mean with respect to an outstanding Letter of Credit, the occurrence of any of the following events:  (i) the issuer of such Letter of Credit shall fail to maintain a Credit Rating of at least “A-” by S&P or “A3” by Moody’s; (ii) the issuer of the Letter of Credit shall fail to comply with or perform its obligations under such Letter of Credit if such failure shall be continuing after the lapse of any applicable grace period; (iii) the issuer of such Letter of Credit shall disaffirm, disclaim, repudiate or reject, in whole or in part, or challenge the validity of, such Letter of Credit; (iv) such Letter of Credit shall expire or terminate, or shall fail or cease to be in full force and effect at any time during the term of this Agreement; or (v) any event analogous to an event specified in Section 5(a)(vii) of this Agreement shall occur with respect to the issuer of such Letter of Credit; provided, however, that no Letter of Credit Default shall occur in any event with respect to a Letter of Credit after the time such Letter of Credit is required to be canceled or returned to X in accordance with the terms of this Agreement.

(c)  As one method of providing additional Posted Credit Support, X may increase the amount of an outstanding Letter of Credit or establish one or more additional Letters of Credit.

(d)  (i)  A Letter of Credit shall provide that Y may draw upon the Letter of Credit in an amount that is equal to all amounts that are due and owing from X but have not been paid to Y within the time allowed for such payments under this Agreement.  A Letter of Credit shall provide that a drawing may be made on the Letter of Credit upon submission to the bank issuing the Letter of Credit of one or more certificates of Y in accordance with specific requirements of the Letter of Credit.

(ii)  If X shall fail to renew, substitute, or sufficiently increase the amount of an outstanding Letter of Credit (as the case may be), or establish one or more additional Letters of Credit, or otherwise provide sufficient Eligible Credit Support or upon or at any time after the occurrence of an Event of Default with respect to X, then Y may draw on the entire, undrawn portion of any outstanding Letter of Credit upon submission to the bank issuing such Letter of Credit of one or more certificates in accordance with specific requirements of the Letter of Credit.  Cash proceeds received from drawing upon the Letter of Credit shall be deemed Posted Collateral and shall be maintained in accordance with this Annex.  Notwithstanding Y’s receipt of Cash under the Letter of Credit, X shall remain liable to Y for any failure to Transfer sufficient Eligible Credit Support to Y in accordance with the terms of this Annex.

(e)  If a party’s Credit Support Provider shall furnish a Letter of Credit hereunder, the amount otherwise required under such Letter of Credit may at the option of such Credit Support Provider be reduced by the amount of any Letter of Credit established by such party (but only for such time as such party’s Letter of Credit shall be in effect).  In the event a party shall be required to furnish a Letter of Credit hereunder, the amount otherwise required under such Letter of Credit may at the option of such party be reduced by the amount of any Letter of Credit established by such party’s Credit Support Provider (but only for such time as such Credit Support Provider’s Letter of Credit shall be in effect).

(f)  Upon or at any time after the occurrence or deemed occurrence of an Early Termination Date as a result of an Event of Default or a Termination Event and the failure of X to make all payments due and owing to Y in accordance with the terms of this Agreement, Y may draw on any outstanding Letter of Credit in an amount equal to such amounts owing to it.  X shall remain liable for any amounts owing to Y and remaining unpaid after the application of the amounts so drawn by Y.

(g)  The provisions of this Exhibit A shall constitute agreements for all purposes of this Agreement and this Annex, including Section 5(a)(iii) of this Agreement.












































































































































































































SCHEDULE 1
IRREVOCABLE TRANSFERABLE STANDBY LETTER OF CREDIT FORMAT

DATE OF ISSUANCE:  



[Address]


Re:  Credit No. _______________


We hereby establish our Irrevocable Transferable Standby Letter of Credit in your favor for the account of _____________ (the “Account Party”), for the aggregate amount not exceeding ____________ United States Dollars ($_______), available to you at sight upon demand at our counters at (Location) on or before the expiration hereof against presentation to us of one or more of the following statements, dated and signed by a representative of the beneficiary:

1.
“Account Party has not provided a substitute Letter of Credit or alternate security in accordance with the terms and provisions (including any applicable notice or grace period or both) of the Master Agreement dated as of _____________, 19___, between beneficiary and Account Party, as the same may have been amended (the "Master 
Agreement").”; or
2.
“Account Party has failed to pay to the beneficiary in accordance with the terms and provisions of the Master Agreement.”; or
3.
“An Event of Default (as defined in the Master Agreement) has occurred and is continuing with respect to Account Party under the Master Agreement.”


The amount which may be drawn by you under this Letter of Credit shall be automatically reduced by the amount of any drawings paid through the Issuing Bank referencing this Letter of Credit No. ____.  Partial drawings are permitted hereunder.


This Letter of Credit shall expire ________________ (____) days from the date of issuance, but shall automatically extend without amendment for additional _____________ (_____)‑day periods from such expiration date and from subsequent expiration dates, if you, as beneficiary, and the Account Party have not received due notice of our intention not to renew ninety (90) days prior to any such expiration date.


We hereby agree with you that documents drawn under and in compliance with the terms of this Letter of Credit shall be duly honored upon presentation as specified.


This Letter of Credit shall be governed by the Uniform Customs and Practice for Documentary Credits, 1993 Revision, International Chamber of Commerce Publication No. 500 (the "UCP"), except to the extent that the terms hereof are inconsistent with the provisions of the UCP, including but not limited to Articles 13(b) and 17 of the UCP, in which case the terms of this Letter of Credit shall govern.


In the event of an Act of God, riot, civil commotion, insurrection, war or any other cause beyond our control that interrupts our business (collectively, an “Interruption Event”) and causes the place for presentation of this Letter of Credit to be closed for business on the last day for presentation, the expiry date of this Letter of Credit will be automatically extended without amendment to a date thirty (30) calendar days after the place for presentation reopens for business.


This Letter of Credit is transferable, and we hereby consent to such transfer, but otherwise may not be amended, changed or modified without the express written consent of the beneficiary, the Issuing Bank and the Account Party.

[BANK SIGNATURE]




































































































Form #1

U.S. WITHHOLDING TAX

Party A:  Enron Capital & Trade Resources Corp.

Party B:  Foreign Counterparty That is (i) Resident in a Treaty Jurisdiction

and (ii) Acting Exclusively Through U.S. Branches or Offices

Part 2.
Tax Representations.

(a)
Payer Representations.  For the purpose of Section 3(e), Party A and Party B make the following representation:

It is not required by any applicable law, as modified by the practice of any relevant governmental revenue authority, of any Relevant Jurisdiction to make any deduction or withholding for or on account of any Tax from any payment (other than interest under Section 2(e), 6(d)(ii), or 6(e)) to be made by it to the other party under this Agreement.  In making this representation, it may rely on (i) the accuracy of any representations made by the other party pursuant to Section 3(f), (ii) the satisfaction of the agreement contained in Section 4(a)(i) or 4(a)(iii) and the accuracy and effectiveness of any document provided by the other party pursuant to Section 4(a)(i) or 4(a)(iii), and (iii) the satisfaction of the agreement of the other party contained in Section 4(d), provided that it shall not be a breach of this representation where reliance is placed on Clause (ii) and the other party does not deliver a form or document under Section 4(a)(iii) by reason of material prejudice to its legal or commercial position.

(b)
Payee Representations.  For the purpose of Section 3(f), Party A makes no representations, and Party B makes the following representation:

Each payment received or to be received by it in connection with this Agreement will be effectively connected with its conduct of a trade or business in the United States.

Part 3.
Agreement to Deliver Documents.

For the purpose of Section 4(a), the Tax forms, documents, or certificates to be delivered are:

(a)
Party B agrees to complete (accurately and in a manner reasonably satisfactory to Party A), execute, and deliver to Party A a United States Internal Revenue Service Form 4224, or any successor form, (i) before the first Scheduled Payment Date under this Agreement, and thereafter prior to the first Scheduled Payment date in each successive taxable year of Party B, (ii) promptly upon reasonable demand by Party A, and (iii) promptly upon learning that any such form previously provided by Party B has become obsolete or incorrect.
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Form #3

U.S. WITHHOLDING TAX

Party A: Enron Capital & Trade Resources Corp.

Party B: Foreign Counterparty That is (i) Resident in a

Treaty Jurisdiction and (ii) Acting Exclusively

Through Non-U.S. Branches or Offices

Part 2.
Tax Representations.

(a)
Payer Representations.  For the purpose of Section 3(e), Party A and Party B make the following representation:

It is not required by any applicable law, as modified by the practice of any relevant governmental revenue authority, of any Relevant Jurisdiction to make any deduction or withholding for or on account of any Tax from any payment (other than interest under Section 2(e), 6(d)(ii), or 6(e)) to be made by it to the other party under this Agreement.  In making this representation, it may rely on (i) the accuracy of any representations made by the other party pursuant to Section 3(f), (ii) the satisfaction of the agreement contained in Section 4(a)(i) or 4(a)(iii) and the accuracy and effectiveness of any document provided by the other party pursuant to Section 4(a)(i) or 4(a)(iii), and (iii) the satisfaction of the agreement of the other party contained in Section 4(d), provided that it shall not be a breach of this representation where reliance is placed on Clause (ii) and the other party does not deliver a form or document under Section 4(a)(iii) by reason of material prejudice to its legal or commercial position.

(b)
Payee Representations.  For the purpose of Section 3(f), Party A and Party B make the following representation:

It is fully eligible for the benefits of the "Business Profits" or "Industrial and Commercial Profits" provision (as the case may be), the "Interest" provision, or the "Other Income" provision (if any) of the Specified Treaty with respect to any payment described in such provisions and received or to be received by it in connection with this Agreement, and no such payment is attributable to a trade or business carried on by it through a permanent establishment in the Specified Jurisdiction.

"Specified Treaty" means the income tax treaty between the United States and [country in which Party B is resident for treaty purposes].

"Specified Jurisdiction" means, with respect to Party A, [country in which Party B is resident for treaty purposes].

"Specified Jurisdiction" means, with respect to Party B, the United States.

[If (i) Party B is a bank and (ii) the relevant treaty does not provide for a zero rate of withholding on interest, the following representation should be added to the Payee Representations:

Party B makes the following representation:

It is not entering into this Agreement in the ordinary course of its business of making loans.]

Part 3.
Agreement to Deliver Documents.

For the purpose of Section 4(a), the Tax forms, documents, or certificates to be delivered are:

(a)
Party B agrees to complete (accurately and in a manner reasonably satisfactory to Party A), execute, and deliver to Party A a United States Internal Revenue Service Form 1001, or any successor form, (i) before the first Scheduled Payment Date under this Agreement, (ii) before December 31st of each third successive calendar year, (iii) promptly upon reasonable demand by Party A, and (iv) promptly upon learning that any such form previously provided by Party B has become obsolete or incorrect.

(b)
Party B agrees to complete (accurately and in a manner reasonably satisfactory to Party A), execute, and deliver to Party A a United States Internal Revenue Service Form W-8, or any successor form, (i) before the first Scheduled Payment Date under this Agreement, (ii) before December 31st of each second succeeding calendar year, (iii) promptly upon reasonable demand by Party A, and (iv) promptly upon learning that any such form previously provided by Party B has become obsolete or incorrect.
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Form #4

U.S. WITHHOLDING TAX

Party A: Enron Capital & Trade Resources Corp.

Party B: U.S. Counterparty

Part 2.
Tax Representations.

(a)
Payer Representations.  For the purpose of Section 3(e), Party A and Party B make the following representation:

It is not required by any applicable law, as modified by the practice of any relevant governmental revenue authority, of any Relevant Jurisdiction to make any deduction or withholding for or on account of any Tax from any payment (other than interest under Section 2(e), 6(d)(ii), or 6(e)) to be made by it to the other party under this Agreement.  In making this representation, it may rely on (i) the accuracy of any representations made by the other party pursuant to Section 3(f), (ii) the satisfaction of the agreement contained in Section 4(a)(i) or 4(a)(iii) and the accuracy and effectiveness of any document provided by the other party pursuant to Section 4(a)(i) or 4(a)(iii), and (iii) the satisfaction of the agreement of the other party contained in Section 4(d), provided that it shall not be a breach of this representation where reliance is placed on Clause (ii) and the other party does not deliver a form or document under Section 4(a)(iii) by reason of material prejudice to its legal or commercial position.

(b)
Payee Representations.  For the purpose of Section 3(f), Party A and Party B make the following representations:

(i)
The following representation applies to Party A:

Party A is a corporation organized under the laws of the State of Delaware.

(ii)
The following representation applies to Party B:

Party B is a [corporation/partnership/limited liability company (that is treated as a partnership for federal income tax purposes)] organized under the laws of the State of [specify].

Part 3.
Agreement to Deliver Documents

For the purpose of Section 4(a), the Tax forms, documents, or certificates to be delivered are:  None.
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Form #5

U.S. WITHHOLDING TAX

Party A: Enron Capital & Trade Resources Corp.
Party B: Foreign Counterparty That is (i) Resident in a Treaty 
Jurisdiction and (ii) Acting Through Branches, Agencies or Offices Located
Both In and Outside of the U.S.

Part 2.  Tax Representations.

(a)
Payer Representations.  For the purpose of Section 3(e), Party A and Party B make the following representation:

It is not required by any applicable law, as modified by the practice of any relevant governmental revenue authority, of any Relevant Jurisdiction to make any deduction or withholding for or on account of any Tax from any payment (other than interest under Section 2(e), 6(d)(ii), or 6(e)) to be made by it to the other party under this Agreement.  In making this representation, it may rely on (i) the accuracy of any representations made by the other party pursuant to Section 3(f), (ii) the satisfaction of the agreement contained in Section 4(a)(i) or 4(a)(iii) and the accuracy and effectiveness of any document provided by the other party pursuant to Section 4(a)(i) or 4(a)(iii), and (iii) the satisfaction of the agreement of the other party contained in Section 4(d), provided that it shall not be a breach of this representation where reliance is placed on Clause (ii) and the other party does not deliver a form or document under Section 4(a)(iii) by reason of material prejudice to its legal or commercial position.

(b)
Payee Representations.  For the purpose of Section 3(f), Party A and Party B make the following representations:

(i)
The following representation applies to Party A and Party B, provided that, with respect to Party B, this representation applies only with respect to Transactions that Party B has not identified pursuant to clause (b)(ii)(1) of Part 2 hereof:

It is fully eligible for the benefits of the "Business Profits" or "Industrial and Commercial Profits" provision (as the case may be), the "Interest" provision, or the "Other Income" provision (if any) of the Specified Treaty with respect to any payment described in such provisions and received or to be received by it in connection with this Agreement, and no such payment is attributable to a trade or business carried on by it through a permanent establishment in the Specified Jurisdiction.

If such representation applies, then:

"Specified Treaty" means, with respect to Party A, the income tax treaty between the United States and [country in which Party B is resident for treaty purposes].

"Specified Jurisdiction" means, with respect to Party A, [country in which Party B is resident for treaty purposes].

"Specified Jurisdiction" means, with respect to Party B, the United States.

(ii)
The following representations apply to Party B: (1) Party B will identify by prior written notice or in the relevant Confirmation each Transaction as to which Party B is acting through a branch, Office, or agency located in the United States (including only the States thereof and the District of Columbia):

(2) With respect to such Transactions, each payment received or to be received by Party B in connection with this Agreement will be effectively connected with its conduct of a trade or business in the United States.

[If (i) Party B is a bank and (ii) the relevant treaty does not provide for a zero rate of withholding on interest, the following representation should be added to the Payee Representations:

(iii)
Party B makes the following representation:

It is not entering into this Agreement in the ordinary course of its business of making loans.]

Part 3.
Agreement to Deliver Documents

For the purpose of Section 4(a), the Tax forms, documents, or certificates to be delivered are:

(a)
Party B agrees to complete (accurately and in a manner reasonably satisfactory to Party A), execute, and deliver to Party A a United States Internal Revenue Service Form 1001, or any successor form, with respect to Transactions not identified pursuant to clause (b)(ii)(1) of Part 2, (i) before the first Scheduled Payment Date under this Agreement, (ii) before December 31st of each third successive calendar year, (iii) promptly upon reasonable demand by Party A, and (iv) promptly upon learning that any such form previously provided by Party B has become obsolete or incorrect.

(b)
Party B agrees to complete (accurately and in a manner reasonably satisfactory to Party A), execute, and deliver to Party A a United States Internal Revenue Service Form W-8, or any successor form, with respect to Transactions not identified pursuant to clause (b)(ii)(1) of Part 2, (i) before the first Scheduled Payment Date under this Agreement, (ii) before December 31st of each second succeeding calendar year, (iii) promptly upon reasonable demand by Party A, and (iv) promptly upon learning that any such form previously provided by Party B has become obsolete or incorrect.

(c)
Party B agrees to complete (accurately and in a manner reasonably satisfactory to Party A), execute, and deliver to Party A in duplicate a United States Internal Revenue Service Form 4224, or any successor form, with respect to Transactions identified pursuant to clause (b)(ii)(1) of Part 2, (i) before the first Scheduled Payment Date under this Agreement, (ii) before the first Scheduled Payment Date in each successive taxable year of Party B, (iii) promptly upon reasonable demand by Party A, and (iv) promptly upon learning that any such form previously provided by Party B has become obsolete or incorrect.
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FORM DATE 11/6/96
Form #6

U.S. WITHHOLDING TAX

Party A: Enron Capital & Trade Resources Corp.

Party B: Foreign Counterparty That (i) Is Not Eligible

for Treaty Benefits and (ii) May Act Through Branches, Offices or 

Agencies Located Both In and Outside of the U.S.

Part 2.  Tax Representations.

(a)
Payer Representations.  For the purpose of Section 3(e), Party A and Party B make the following representation:

It is not required by any applicable law, as modified by the practice of any relevant governmental revenue authority, of any Relevant Jurisdiction to make any deduction or withholding for or on account of any Tax from any payment (other than interest under Section 2(e), 6(d)(ii), or 6(e)) to be made by it to the other party under this Agreement.  In making this representation, it may rely on (i) the accuracy of any representations made by the other party pursuant to Section 3(f), (ii) the satisfaction of the agreement contained in Section 4(a)(i) or 4(a)(iii) and the accuracy and effectiveness of any document provided by the other party pursuant to Section 4(a)(i) or 4(a)(iii), and (iii) the satisfaction of the agreement of the other party contained in Section 4(d), provided that it shall not be a breach of this representation where reliance is placed on Clause (ii) and the other party does not deliver a form or document under Section 4(a)(iii) by reason of material prejudice to its legal or commercial position.

(b)
Payee Representations.  For the purpose of Section 3(f), Party A makes no representations, and Party B makes the following representations:

(i)
The following representation applies to Party B with respect to Transactions that Party B has not identified pursuant to clause (b)(ii)(1) of Part 2 hereof:

Each payment received or to be received by it in connection with this Agreement will not be effectively connected with its conduct of a trade or business in the United States.

(ii)
The following representations apply to Party B:  (1) Party B will identify by prior written notice or in the relevant Confirmation each Transaction as to which Party B is acting through an Office, branch, or agency located in the United States (including only the States thereof and the District of Columbia).

(a) With respect to such Transactions, each payment received or to be received by it in connection with this Agreement will be effectively connected with its conduct of a trade or business in the United States.

[If Party B is an offshore investment fund and currency swaps are contemplated, the following representation should be added to the Payee Representations:

( )
Party B makes the following representation:

No direct or indirect beneficial owner of Party B is a resident of the United States for federal income tax purposes.]

Part 3.
Agreement to Deliver Documents

For the purpose of Section 4(a), the Tax forms, documents or certificates to be delivered are:

(a)
Party B agrees to complete (accurately and in a manner reasonably satisfactory to Party A), execute, and deliver to Party A in duplicate a United States Internal Revenue Service Form 4224, or any successor form, with respect to Transactions identified pursuant to clause (b)(ii)(1) of Part 2, (i) before the first Scheduled Payment Date under this Agreement, (ii) before the first Scheduled Payment Date of each successive taxable year of Party B, (iii) promptly upon reasonable demand by Party A, and (iv) promptly upon learning that any such form previously provided by Party B has become obsolete or incorrect.

(b)
Party B agrees to complete (accurately and in a manner reasonably satisfactory to Party A), execute, and deliver to Party A a United States Internal Revenue Service Form W-8, or any successor form, with respect to Transactions not identified pursuant to clause (b)(ii)(1) of Part 2, (i) before the first Scheduled Payment Date under this Agreement, (ii) before December 31st of each second succeeding calendar year, (iii) promptly upon reasonable demand by Party A, and (iv) promptly upon learning that any such form previously provided by Party B has become obsolete or incorrect.
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FORM DATE 11/6/96
Form #7

U.S. WITHHOLDING TAX

Party A:  Enron Capital & Trade Resources Corp.

Party B:  Foreign Counterparty That is (i) Not Eligible

For Treaty Benefits and (ii) Will Act Exclusively Through

Branches, Offices or Agencies Outside the U.S.

Part 2.  Tax Representations.

(a)
Payer Representations.  For the purpose of Section 3(e), Party A and Party B make the following representation:

It is not required by any applicable law, as modified by the practice of any relevant governmental revenue authority, of any Relevant Jurisdiction to make any deduction or withholding for or on account of any Tax from any payment (other than interest under Section 2(e), 6(d)(ii), or 6(e)) to be made by it to the other party under this Agreement.  In making this representation, it may rely on (i) the accuracy of any representations made by the other party pursuant to Section 3(f), (ii) the satisfaction of the agreement contained in Section 4(a)(i) or 4(a)(iii) and the accuracy and effectiveness of any document provided by the other party pursuant to Section 4(a)(i) or 4(a)(iii), and (iii) the satisfaction of the agreement of the other party contained in Section 4(d), provided that it shall not be a breach of this representation where reliance is placed on Clause (ii) and the other party does not deliver a form or document under Section 4(a)(iii) by reason of material prejudice to its legal or commercial position.

(b)
Payee Representations.  For the purpose of Section 3(f), Party A makes no representations, and Party B makes the following representations:

(i)
Each payment received or to be received by it in connection with this Agreement will not be effectively connected with its conduct of a trade or business in the United States.

[If Party B is a bank, the following representation should be added to the Payee Representations:

( )
Party B makes the following representation:

It is not entering into this Agreement in the ordinary course of its business of making loans.]

[If Party B is an offshore investment fund and currency swaps are contemplated, the following representation should be added to the Payee Representations:

( ) 
Party B makes the following representation:

No direct or indirect beneficial owner of Party B is a resident of the United States for federal income tax purposes.]

Part 3.
Agreement to Deliver Documents

For the purpose of Section 4(a), the Tax forms, documents, or certificates to be delivered are:

(a)
Party B agrees to complete (accurately and in a manner reasonably satisfactory to Party A), execute and deliver to Party A a United States Internal Revenue Form W-8, or any successor form, (i) before the first Scheduled Payment Date under this Agreement, (ii) before December 31st of each second succeeding calendar year, (iii) promptly upon reasonable demand by Party A, and (iv) promptly upon learning that any such form previously provided by Party B has become obsolete or incorrect.
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FORM DATE 11/6/96
Form #8

U.S. WITHHOLDING TAX

Party A: Enron Capital & Trade Resources Corp. Party B: Foreign Government, Foreign Government Agency, or International Agency

Part 2.  Tax Representations.

(a)
Payer Representations.  For the purpose of Section 3(e), Party A and Party B make the following representation:

It is not required by any applicable law, as modified by the practice of any relevant governmental revenue authority, of any Relevant Jurisdiction to make any deduction or withholding for or on account of any Tax from any payment (other than interest under Section 2(e), 6(d)(ii), or 6(e)) to be made by it to the other party under this Agreement.  In making this representation, it may rely on (i) the accuracy of any representations made by the other party pursuant to Section 3(f), (ii) the satisfaction of the agreement contained in Section 4(a)(i) or 4(a)(iii) and the accuracy and effectiveness of any document provided by the other party pursuant to Section 4(a)(i) or 4(a)(iii), and (iii) the satisfaction of the agreement of the other party contained in Section 4(d), provided that it shall not be a breach of this representation where reliance is placed on Clause (ii) and the other party does not deliver a form or document under Section 4(a)(iii) by reason of material prejudice to its legal or commercial position.

(b)
Payee Representations.  For the purpose of Section 3(f), Party A and Party B make the following representation:

It is fully eligible for the benefits of the "Business Profits" or "Industrial and Commercial Profits" provision (as the case may be), the "Interest" provision, or the "Other Income" provision (if any) of the Specified Treaty with respect to any payment described in such provisions and received or to be received by it in connection with this Agreement, and no such payment is attributable to a trade or business carried on by it through a permanent establishment in the Specified Jurisdiction.

"Specified Treaty" means the income tax treaty between the United States and [Country in which Party B is resident for treaty purposes].

"Specified Jurisdiction" means, with respect to Party A, [Country in which Party B is resident for treaty purposes].

"Specified Jurisdiction" means, with respect to Party B, the United States.

[The following representation is appropriate if Party B is a foreign government:

( )
The following representations apply to Party B:

(1)
Party B is a foreign sovereign, including

(i)
any person, body of persons, organization, agency, bureau, fund, instrumentality, or other body that constitutes a governing authority of a foreign country, but excluding any individual acting in a private or personal capacity, or

(ii)
any entity (a) that is wholly owned and controlled by a single foreign sovereign directly or indirectly through one or more controlled entities, (b) that is organized under the laws of the foreign sovereign by which it is owned, and

(iii)
whose assets vest in the foreign sovereign upon distribution

(2)
All the net earnings of Party B inure to the benefit of a foreign sovereign and none of the net earnings of Party B inure to the benefit of any private person.

(3)
The Agreement was entered into in the execution of governmental financial or monetary policy (including the implementation or effectuation of such policy).

(4)
No payment received or to be received by Party B in connection with this Agreement will be in respect of a commercial activity.]

[The following representation is appropriate if Party B is an international organization:

( )
The following representations apply to Party B.

Party B is a public international organization entitled to enjoy privileges, exemptions, and immunities as an international organization under the International Organizations Immunities Act, 22 United States Code Section 288-288f.]

[If Party B is a bank, the following representation should be added to the Payee Representations:

( )
Party B makes the following representation:

It is not entering into this Agreement in the ordinary course of its business of making loans.]

Part 3.
Agreement to Deliver Documents

For the purpose of Section 4(a), the Tax forms, documents, or certificates to be delivered are:

(a)
Party B agrees to complete (accurately and in a manner reasonably satisfactory to Party A), execute, and deliver to Party A a United States Internal Revenue Service Form 1001, or any successor form, (i) Before the first Scheduled Payment Date under this Agreement, before December 31st of each third successive calendar year, (ii) before the first Scheduled Payment Date of each successive taxable year of Party B, (iii) promptly upon reasonable demand by Party A, and (iv) promptly upon learning that any such form previously provided by Party B has become obsolete or incorrect.

(b)
Party B agrees to complete (accurately and in a manner reasonably satisfactory to Party A), execute, and deliver to Party A in duplicate a United States Internal Revenue Service Form W-8, or any successor form, (i) Before the first Scheduled Payment Date under this Agreement, before December 31st of each second successive calendar year, (ii) before the first Scheduled Payment Date of each successive taxable year of Party B, (iii) promptly upon reasonable demand by Party A, and (iv) promptly upon learning that any such form previously provided by Party B has become obsolete or incorrect.

(c)
Party B agrees to complete (accurately and in a manner reasonably satisfactory to Party A), execute, and deliver to Party A in duplicate a United States Internal Revenue Service Form 8709, or any successor form, (i) Before the first Scheduled Payment Date under this Agreement, (ii) before the first Scheduled Payment Date of each successive taxable year of Party B, (iii) promptly upon reasonable demand by Party A, and (iv) promptly upon learning that any such form previously provided by Party B has become obsolete or incorrect.
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� Insert if Credit Support Amount will not be returned during the term of the Master Agreement.


� No government securities over one year without Credit’s approval.


�  Delete for bank counterparty; likely insert for industrial counterparty.


�  Delete for bank counterparty; likely insert for industrial counterparty.


� If Credit wants to specify Independent Amount in confirmations, instead of adding dollar amount, add:  “, plus any Independent Amount specified in any Confirmation.”


�  If two rated guarantors, then delete (i) the phrase "the party (or" and (ii) parenthesis after "Corp." and (iii) brackets surrounding the phrase "in the case of Counterparty,                and".


� Insert as appropriate.


� For utilities, insert “[X]” for Party B only.


�  Insert for paper and pulp transactions only.


� Insert this only when Party B is required to immediately segregate cash collateral.


� Standard insert for Party B.


� Insert this language, in replacement of the preceding language, only if Party B has to immediately segregate cash collateral.


� Standard language.


� Insert this language only when Party B is required to immediately segregate cash collateral.


� Insert this language only when Party B is required to immediately segregate cash collateral, otherwise use preceding language.


� Insert bracketed language only when Party B is required to immediately segregate cash collateral.


� Standard language.


� Insert bracketed language only when Party B is required to immediately segregate cash collateral.


� Insert if Counterparty is a U.S. bank or thrift subject to FDIA.


� Insert only if Credit tells us to.


�  Delete language in brackets for bank counterparties.


� Delete for stairstep threshold.


� Insert only if the Minimum Transfer Amount is material.


� Delete language in brackets for bank counterparties.


� Delete language in brackets for bank counterparties.


�  If two rated guarantors, then delete (i) the phrase "the party (or", (ii) end parenthesis after "Corp." and (iii) brackets surrounding the phrase "in the case of Counterparty,         and".


�  Delete language in brackets for bank counterparties.


�  Delete language in brackets for bank counterparties.


�  A Form W-8 does not have to be provided if the relevant treaty provides for a zero rate of withholding on interest.


�  A Form W-8 does not have to be provided if the relevant treaty provides for a zero rate of withholding on interest.


� This representation is appropriate if Party B is entitled to treaty benefits.


� Note:  A Form W-8 is helpful but not necessary.  Neither Form W-8 nor Form 8709 is necessary if Form 1001 is received and the relevant treaty provides for a zero rate of withholding on interest.


�  A Form W-8 does not have to be provided if Party B has the designation "Bank" in its name.
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