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1400 Smith, Houston, TX  77002  Tel: (713) 853-3300  Fax [(713) 646-3490]

CONFIRMATION


Date:
August [__], 2000

To:
ENA CLO I Holding Company I L.P. ("Party B" or "Holding I") 

Attention:
[_______]

From: 
Enron Corp.  ("Party A")

Re: 
Option Transaction



Dear Sir/Madam:

The purpose of this document is to confirm the terms and conditions of the transaction entered into between Party A and Party B on the Trade Date listed below (the "Transaction").  This document constitutes a "Confirmation" as referred to in the ISDA Agreement specified below and the transaction described above constitutes a "Transaction" as referred to in such ISDA Agreement.  This Confirmation supplements, forms part of, and is subject to, the ISDA Master Agreement dated as of August [__], 2000 (as amended and supplemented from time to time, the "ISDA Agreement") between Party A and Party B.  All provisions contained in the ISDA Agreement govern this Confirmation except as expressly provided below.

The definitions and provisions contained in the 2000 ISDA Definitions (as amended, supplemented, replaced or otherwise modified from time to time, the "ISDA Definitions"), as published by the International Swaps and Derivatives Association, Inc., are incorporated into this Confirmation.  In the event of any inconsistency between the ISDA Definitions and this Confirmation, this Confirmation will govern. In the event of any inconsistency among or between the ISDA Agreement, the ISDA Definitions and this Confirmation, this Confirmation will govern.  Capitalized terms used but not defined in the ISDA Agreement, this Confirmation or the ISDA Definitions have the respective meanings given to such terms in the Indenture dated as of December 22, 1999 between ENA CLO I Trust and Chase Bank of Texas, National Association, as Indenture Trustee and Securities Intermediary (the "Indenture").


1.  The terms of the Transaction to which this Confirmation relates are as follows:

General Terms:

Trade Date:		August [__], 2000

Effective Date:		August [__], 2000

Option Style:		Bermudan

Seller:						Party A

Buyer:		Party B

Exercise Business Day:	New York City; Houston, Texas; and the city in which the Corporate Trust Office of the Indenture Trustee is located.

Option Type:		Put Option.  The Option Transaction entitles Buyer to require that Seller purchase on any Exercise Date an interest in any Portfolio Asset with respect to which the Exercise Condition is satisfied as of such Exercise Date.  With respect to any Exercise Date, the interest so purchased (the "Purchased Interest") will be a cash flow strip equivalent to and for a purchase price equal to the amount of:
	(1)	in the event that the obligor on a Portfolio Asset has failed to make a payment of interest on such Portfolio Asset, the interest payment due and unpaid to Holding I as of such Exercise Date;
	(2)	in the event that the obligor on a Portfolio Asset has failed to make a payment of interest (including any payment originally scheduled but not paid as a result of a modification, workout or restructuring agreement) in respect of such Portfolio Asset and a Purchased Interest was sold to Seller in respect thereof on the , which payment was due on or before the Calculation Date immediately preceding such Exercise Date, but regardless of whether such principal amount has been declared due and payable, the outstanding principal amount of such Portfolio Asset as of such Exercise Date;
	(3)	in the event that the obligor on a Portfolio Asset has failed to make a payment of principal of such Portfolio Asset due on a date more than 6 months prior to or before the Calculation Date immediately preceding such Exercise Date but regardless of whether such principal amount has been declared due and payable, the outstanding principal amount of such Portfolio Asset as of such Exercise Date;
	(4)	in the event that a Portfolio Asset is or has been the subject of a modification, workout or restructuring agreement that reduces the interest rate on such Portfolio Asset, the interest payment that has not been paid and which would have been payable on or before such Exercise Date but for such modification, workout or restructuring;
	(5)	in the event that a Portfolio Asset is or has been the subject of a modification, workout or restructuring agreement more than 6 months prior to on or before the Calculation Date immediately preceding such Exercise Date that reduces the principal amount or extends the maturity of such Portfolio Asset, the principal payment that has not been paid and which would have been payable but for such modification, workout or restructuring; and
	(6)	in the event that the obligor on any Portfolio Asset is the subject of a Bankruptcy Event more than 6 months prior to on or before the Calculation Date immediately preceding such Exercise Date but regardless of whether the principal thereof and interest thereon has become due and payable, the outstanding principal amount of such Portfolio Asset and accrued and unpaid interest thereon as of such Exercise Date.
	
	If more than one event described in the foregoing clauses has occurred with respect to a particular Portfolio Asset or the obligor thereon, the purchase of principal of and/or interest on such Portfolio Asset contemplated by the foregoing clauses shall occur on the earliest Exercise Date on which such purchase may occur under any of the foregoing clauses and on which the Exercise Condition is satisfied, if so elected by Buyer upon an exercise of the Option Transaction.

	With respect to any obligor on a Portfolio Asset, "Bankruptcy Event" means, (a) the entry of a decree or order by a court having jurisdiction in the premises adjudging such obligor as bankrupt or insolvent, or approving as properly filed a petition seeking reorganization, arrangement, adjustment or composition of or in respect of such obligor under the Bankruptcy Code or any other applicable law, or appointing a receiver, liquidator, assignee, or sequestrator (or other similar official) of such obligor or of any substantial part of its property, or ordering the winding up or liquidation of its affairs, and the continuance of any such decree or order unstayed and in effect for a period of 60 consecutive days; or (b) the institution by such obligor of proceedings to be adjudicated as bankrupt or insolvent, or the consent by such obligor to the institution of bankruptcy or insolvency proceedings against it, or the filing of a petition or answer or consent seeking reorganization or relief under the Bankruptcy Code or any other similar applicable law, or the consent by such obligor to the filing of any such petition or to the appointment of a receiver, liquidator, assignee, trustee or sequestrator (or other similar official) of it or of any substantial part of its property, or to the ordering of the winding up or liquidation of its affairs, or the making of an assignment for the benefit of creditors, or the admission in writing of its inability to pay its debts generally as they become due, or the taking of any action by such obligor in furtherance of any such action.

Exercise Condition:	In order for Buyer to make an exercise of the Option Transaction, as of any Exercise Date, (1) the Portfolio Asset in respect of which a Purchased Interest is being purchased must be a Defaulted Portfolio Asset or, in the case of any Purchased Interest in respect of principal pursuant to any of clauses (2), (4), (5) or (6) above opposite the heading "Option Type", a Credit Risk Portfolio Asset and (2) the Available Amount must be greater than zero (provided that the Option Transaction may be exercised on such Exercise Date only to the extent of such positive Available Amount).  In addition, any such exercise of the Option Transaction and the sale of the related Purchased Interest must be made in compliance with the provisions of all Transaction Documents.  "Available Amount" means the lesser of (a) the aggregate outstanding principal amount of the Notes as of the Exercise Date and (b) the sum of (i) $113 million and minus (ii) the aggregate of all payments made, and all payments to be made on such Exercise Date, by Seller under this Transaction (including all amounts standing to the credit of the Collateral Account referred to below) plus (iii) the sum of all cash, and the value of all other property, received by Seller in respect of all Purchased Interests acquired by it.  The determination of whether the Exercise Condition has been satisfied with respect to any particular Portfolio Asset and the related Purchased Interest as of the Exercise Date will be made by the Servicer.  The value of any property (other than cash) received by Seller from an obligor shall be determined in good faith by Seller.

		In the event that the Exercise Condition is not satisfied as of any Exercise Date because the Available Amount is not greater than zero as of such date, the exercise of the Option Transaction that would have been made on such Exercise Date may be made on any succeeding Exercise Date if the Exercise Condition is satisfied on such succeeding Exercise Date, provided that the event that gave rise to such exercise of the Option Transaction has not been cured at any time prior to such succeeding Exercise Date.

Portfolio Assets:	(1)	American Coal Company subordinated secured loan facility having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
		(2)	Beau Canada Exploration Ltd. zero coupon subordinated loan having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
		(3)	Bonus Resource Services Corp. secured subordinated term loan having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
	(4)	Can Fibre of Riverside, Inc. secured subordinated loan having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
	(5)	Can Fibre of Riverside Project Solid Waste Disposal Revenue Bonds having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
	(6)	CityForest Corporation junior subordinated loan having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
	(7)	CityForest Corporation senior subordinated loan having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
	(8)	DPR Holding Company, LLC/Cline Entities senior secured term loan having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
	(9)	East Coast Power L.L.C. participation in first $30,000,000 in amortization of a $187,900,000 unsecured subordinated loan having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
		(10)	Heartland Steel, Inc. senior subordinated notes having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
		(11)	HV Marine Services, Inc. senior subordinated notes having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
		(12)	Kafus Industries Ltd. convertible promissory notes having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
		(13)	Lewis Energy Group, L.P. loan having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
		(14)	Segundo Navarro (Lewis Energy) loan having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
		(15)	LSI Interests, Ltd. term loan facility and conditional term loan facility having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
		(16)	PCDI Oconto Falls Tissue, LLC secured subordinated loan having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
		(17)	Ridgelake Energy, Inc. non-recourse advancing term loan having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
		(18)	Sierra Well Service, Inc. senior secured loan having an aggregate outstanding principal amount as of the Trade Date equal to $[_______];
		(19)	Sierra Well Service, Inc. subordinated secured credit loan having an aggregate outstanding principal amount as of the Trade Date equal to $[_______]; and
		(20)	TransCoastal Marine Services, Inc. subordinated secured loan facility having an aggregate outstanding principal amount as of the Trade Date equal to $[_______].

Premium:		USD 0.  Party A and Party B acknowledge that the consideration for Party A entering into this Transaction is for Party A to advance its general business purposes and for other good and valuable consideration, and the parties acknowledge the receipt and sufficiency of such consideration.

Premium Payment Date:				Inapplicable

Calculation Agent:	Party A


Procedure for Exercise:

Bermuda Option Exercise Dates:	(a) the Business Day immediately preceding each Calculation Date (as defined in the Indenture) occurring prior to the Expiration Date and (b) the Early Termination Date, if any.

Earliest Exercise Time:	10:00 a.m. (local time in Houston)

Latest Exercise Time:	4:00 p.m. (local time in Houston)

Expiration Time:	4:00 p.m. (local time in Houston)

Expiration Date:	The date on which all Portfolio Assets have either been paid in full or sold (including pursuant to an exercise of the Option Transaction), subject to reinstatement if and to the extent any payment made by an obligor on a Portfolio Asset to Buyer must be returned to such obligor or its trustee in bankruptcy.

Multiple Exercise:				Applicable

Minimum Notional Amount:	Inapplicable.  In lieu of specifying a Notional Amount of the Swap Transaction in respect of which the Option Transaction is being exercised on an Exercise Date, Buyer shall identify the Purchased Interest(s) for such Exercise Date.

Maximum Notional Amount:			Inapplicable

Integral Multiple:					Inapplicable

Automatic Exercise:	Inapplicable

Seller's Telephone and/or
Facsimile Number and Contact 
Details for Purpose of Giving Notice:	[Name]
	Telephone: 713-[___-____]
	Facsimile: 713-[___-____]

Settlement Terms:

Physical Settlement:	Applicable.  Upon an exercise of the Option Transaction, (a) Seller will pay to Buyer on the Exercise Date an amount equal to the purchase price for the applicable Purchased Interest (as described above) (or, if applicable, such amount may be deducted from the funds standing to the credit of the Collateral Account) and (b) Seller and Buyer will enter into an assignment agreement in substantially the form of Exhibit A hereto in order to effect the sale of the applicable Purchased Interest to Seller (with respect to each Purchased Interest, an "Assignment Agreement").

2.	Rating Downgrade of Seller.  In the event that at any time prior to the Expiration Date Seller does not satisfy the Rating Condition, Seller shall cause its obligations under this Transaction to be transferred to another entity that satisfies the Rating Condition and that is reasonably acceptable to each Initial Rating Agency within 60 days after the date on which Seller failed to satisfy the Rating Condition unless during such time Seller again satisfies the Rating Condition.  If Seller has not satisfied the Rating Condition by such 60th day and a replacement Transaction has not been entered into on substantially similar terms with an entity satisfying the Rating Condition by such 60th day, Seller shall deliver Eligible Collateral to an account (the "Collateral Account") maintained by Buyer in an amount equal to the Available Amount as of such 60th day, such collateral to be applied to Seller's obligations under this Transaction as they become due upon exercise of the Option Transaction by Buyer thereafter.  In addition, any payments received from an obligor that would be payable to Seller in respect of a Purchased Interest in accordance with the applicable Assignment Agreement shall instead be credited to the Collateral Account until the amount standing to the credit of the Collateral Account equals the lesser of (a) the aggregate outstanding principal amount of the Notes and (b) $113 million, and any amount in excess of the lesser of such clauses shall be paid to Seller in accordance with the applicable Assignment Agreement.  If, at any time, the amount standing to the credit of the Collateral Account is in excess of the lesser of the foregoing clauses (a) and (b), such excess shall be paid to Seller within 3 Business Days (such term as defined in the Indenture).

	The "Rating Condition" shall be satisfied with respect to any entity if such entity (or another entity that shall have absolutely and unconditionally guaranteed the obligations of such entity under the Option Transaction) has a long-term senior unsecured debt rating of (a) "BBB" or better from Fitch or, (b) in the event that such entity (or such guarantor entity) is not rated by Fitch, "BBB" or better from Standard & Poor's and "Baa2" or better from Moody's.

	"Eligible Collateral" has the same meaning ascribed to the term "Eligible Investments" in the Indenture; provided that, notwithstanding the first proviso to the definition of "Eligible Investments" in the Indenture, "Eligible Collateral" shall include only such obligations or securities as mature no later than the Exercise Business Day prior to the next Calculation Date (as defined in the Indenture).  Eligible Investments may include investments with respect to which the Indenture Trustee, Wilmington Trust Company or their respective Affiliates provides services.

3.	Additional Representations and Agreements.  

	(a)	Buyer represents on each Exercise Date (which representation shall survive the Exercise Date) that it has conveyed (or, if applicable, caused to be conveyed) to Seller (or, if applicable, its designee) all right, title and interest in the Purchased Interest delivered to Seller on such Exercise Date free and clear of all claims, charges, liens and encumbrances.

	(b)	Buyer agrees (which agreement shall survive the Termination Date) to execute, deliver, file and record any specific assignment or other document and take any other action that may be necessary or desirable and reasonably requested by Seller in connection with Buyer's sale of a Purchased Interest upon any exercise of the Option Transaction.

	(c)	Each party agrees with the other that, so long as either party has or may have any obligation under this Transaction:—

	(i)	Subject to clause (iii) below and the terms of each Assignment Agreement, each party and its Affiliates and the Calculation Agent may deal in each Portfolio Asset and may accept deposits from, make loans or otherwise extend credit to, and generally engage in any kind of commercial or investment banking or other business with the obligor thereon, any Affiliate of an obligor, any other person or entity having obligations relating to the obligor or any guarantor and may act with respect to such business in the same manner as if this Transaction did not exist, regardless of whether any such action might have an adverse effect on such obligor, any guarantor or the position of the other party to this Transaction or otherwise.

	(ii)	Each party and its Affiliates and the Calculation Agent may, whether by virtue of the types of relationships described herein or otherwise, at the date hereof or at any time hereafter, be in possession of information in relation to an obligor on a Portfolio Asset or any guarantor that is or may be material in the context of this Transaction and that may or may not be publicly available or known to the other party.  This Transaction does not create any obligation on the part of such party and its Affiliates to disclose to the other party any such relationship or information (whether or not confidential).

	(d)	Seller agrees that Buyer may (but subject to the terms of each Assignment Agreement), without compromising, impairing, diminishing, or in any way releasing Seller from its obligations under this Transaction and without obtaining the prior approval of Seller (but with advance notice to Seller), at any time or from time to time:  (i) waive or excuse a default or consent to the departure from the terms of any Portfolio Asset by the obligor thereon or delay in the exercise by Buyer of any or all of Buyer's rights or remedies with respect to such default or defaults; (ii) make advances under any Portfolio Asset to the obligor thereon in an aggregate amount not to exceed the maximum principal amount that may be outstanding under the agreements or instruments pursuant to which such Portfolio Asset was created or issued, as in effect as of the Trade Date; (iii) grant extensions of time for payment or performance by the obligor on any Portfolio Asset; (iv) release, substitute, exchange, surrender, or add collateral of the obligor on any Portfolio Asset, or waive, release, or subordinate, in whole or in part, any lien or security interest on any real or personal property securing payment or performance, in whole or in part, of the obligations of the obligor on any Portfolio Asset; and (v) otherwise amend, modify, supplement, or grant any consent or waiver under, the agreements or instruments pursuant to which such Portfolio Asset was created or issued.  Failure to give any notice to Seller that is required in connection with any of the foregoing shall not release Seller from its obligations under this Transaction.

4.	Notice and Account Details:

	Address for Notices to Party A:
	1400 Smith Street
Houston, Texas  77002
Attention:  [Corporate Treasury]
Telephone: (713) 853-3353
Facsimile: (713) 646-3422


	Address for Notices to Party B:
	c/o Enron North America Corp.,
   as Servicer
1400 Smith Street
Houston, Texas  77002
Attention:  [_______]
Telephone:  (713) [_______]
Facsimile:  (713) [_______]

with a copy to:

Wilmington Trust Company
Rodney Square North
1100 North Market Street
Wilmington, Delaware 19890
Attn:  Corporate Trust Administration
Facsimile:  (302) 651-8882


	Account for Payments to Party B:
	[Account information for Wilmington Trust Company account]





5.	Governing Law/Jurisdiction.  This Confirmation and the ISDA Master Agreement shall be governed by and construed, interpreted and enforced in accordance with the laws of the State of New York, without regard to the conflict of law rules thereof other than Section 5-1401 of the New York General Obligations Law. 

6.	Limitation of Liability.  NO PARTY SHALL BE REQUIRED TO PAY  OR BE LIABLE FOR SPECIAL, PUNITIVE, EXEMPLARY, INCIDENTAL, CONSEQUENTIAL OR INDIRECT DAMAGES (WHETHER OR NOT ARISING FROM ITS NEGLIGENCE) TO ANY OTHER PARTY.  IF AND TO THE EXTENT ANY PAYMENT REQUIRED TO BE MADE PURSUANT TO THE CONFIRMATION IS DEEMED TO CONSTITUTE LIQUIDATED DAMAGES, THE PARTIES ACKNOWLEDGE AND AGREE THAT SUCH DAMAGES ARE DIFFICULT OR IMPOSSIBLE TO DETERMINE AND THAT SUCH PAYMENT IS INTENDED TO BE A REASONABLE AND GENUINE PRE-ESTIMATE AND APPROXIMATION OF THE AMOUNT OF SUCH DAMAGES, AND NOT A PENALTY.

Please confirm that the foregoing correctly sets forth the terms of our agreement by executing the copy of this Confirmation enclosed for that purpose and returning it to us.

Yours sincerely,

ENRON CORP.


By:	_____________________________________
	Name:
	Title:





Confirmed as of the date first written above: 

ENA CLO I HOLDING COMPANY I L.P.

By:	ENA CLO I Holding Company GP L.L.C.,
	its general partner


By:	________________________________
	Name:
DRAFT 08/29/00


	Title: 
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EXHIBIT A


FORM OF ASSIGNMENT AGREEMENT


[To be completed]


Will contain the following provisions from the Term Sheet (among others):
7 
1. Characterization of Payments Made by the Put Writer Upon an Exercise of the Put Option by the Put Holder
2. Allocation of Payments Received from Obligors on Portfolio Assets; account information for Party A
3. Voting Rights of Seller Upon Acquisition of a Purchased Interest (participant-type rights)
4. 
5. ------------------ COMPARISON OF HEADERS ------------------
6. 
7. -HEADER 1-
8. DRAFT 08/22/00 08/29/00
9. 
10. 
11. 
12. ------------------ COMPARISON OF FOOTERS ------------------
13. 
14. -FOOTER 1-
15. 11
16. 
17. 
18. -FOOTER 2-
19. -4 3-
20. 
21. 
22. 
23. 
24. 
25. 
26. -FOOTER 3-
27. Houston:301981 v 2 3
28. 
29. 
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