DRAFT


Termination of Trading Contracts with Counterparties in Bankruptcy


Financial (Derivatives) Contracts:

	If the counterparty to a financial trading contract goes into bankruptcy, ECT’s policy is to terminate the outstanding transactions within 5 business days of learning of the bankruptcy.  Any employee learning of the bankruptcy of a counterparty should immediately inform ECT Legal.  

	Exceptions to the general policy may be necessary when:
· ECT or another Enron affiliate owns an equity interest in the bankrupt entity or exercises some level of control of the entity
· The trading contract has been pledged or assigned as collateral
· ECT or another Enron affiliate has extended credit to, or maintains some other significant relationship with, the bankrupt entity 

ECT Legal should consult with Credit and the appropriate traders upon learning of the bankruptcy and discuss the designation of a termination date and the necessary actions to be taken by the traders on that date.


Physical Commodity Contracts:

	Most of ECT’s physical commodity trading contracts terminate according to their terms immediately upon the bankruptcy of the counterparty.  The few other cases (requiring some action on our part) are subject to the same policy as for financial contracts.  
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