
CREDIT SUPPORT ANNEX 
This Annex supplements, forms part of, and is subject to, the following agreements between the Parties: (i) the Master Agreement for NBP Trades and Options (the "Agreement"), (ii) the restated and amended Grid Trade Master Agreement (the “GTMA”), and (iii) the European Federation of Energy Traders General Agreement Concerning the Delivery and Acceptance of Electricity (the “EFET”). For purposes of this Annex, the Agreement, the GTMA, the EFET and all Transactions form a single agreement between the Parties.
A.	Definitions
“Credit Rating” means in relation to any Person, the rating of the unsecured, long term, senior indebtedness, unsupported by third party credit enhancement, which is given by S&P or Moody’s, as the case maybe.
"Credit Support" means cash in GBP sterling only and/or Letters of Credit.
"Credit Support Balance" means, with respect to a Transferor on a Valuation Date, the GBP sterling equivalent of the aggregate Credit Support that has been transferred to the Transferee under paragraph B of this Annex.  For the avoidance of doubt, the value of a Letter of Credit shall be taken as the maximum value which can be demanded by the beneficiary under the Letter of Credit, except following a Letter of Credit Default in which event the value of such Letter of Credit shall be taken as zero.
"Delivery Amount" has the meaning specified in paragraph B (1) of this Annex.
"Equivalent Credit Support" means, in relation to any Credit Support comprised in the Credit Support Balance, Credit Support of the same type, nominal value, description and amount as that Credit Support.
“Event of Default” means an Event of Default under the Agreement or the GTMA or a Material Reason under the EFET.
"Exposure" means, with respect to a Party on a Valuation Date, the amount (denominated in GBP sterling, or where not denominated in GBP sterling, the GBP sterling equivalent of the amount as determined by the Valuation Agent), if any, including the value of amounts due and payable but not paid and electricity or gas delivered but not yet paid for, that would be payable to that Party by the other Party (expressed as a positive number) or by that Party to the other Party (expressed as a negative number) pursuant to Section 7 of Schedule 4 of the Agreement, clause 12.5 of the GTMA and paragraph 11 of the EFET as if  all  Transactions under the Agreement, the GTMA and the EFET were being terminated at the close of business on the Valuation Date on the basis that that Party is not the Defaulting Party as such term is defined in each of the Agreement, the GTMA and the EFET.
"Interest Amount" means, with respect to an Interest Period, the amount of interest denominated in GBP sterling and calculated for each day in that Interest Period on the principal amount of the portion of the Credit Support Balance comprised of cash in GBP sterling, as determined conclusively by the Valuation Agent, for each day as follows:
(i) the amount of cash in such currency on that day; multiplied by
(ii) the relevant Interest Rate in effect for that day; divided by
(iii) 365.
"Interest Period" means the period from (and including) the last Banking Day on which an Interest Amount was transferred (or, if no Interest Amount has yet been transferred, the Banking Day on which the Credit Support or Equivalent Credit Support in the form of cash was transferred to or received by the Transferee) to (but excluding) the Banking Day on which the current Interest Amount is transferred. 
"Interest Rate" means the rate per annum equal to one month London Interbank Offered Rate for GBP sterling deposits as may from time to time be in effect as reported in the Financial Times, minus ½%.
"Letter of Credit" means an irrevocable letter of credit naming the receiving Party as the beneficiary issued by a commercial bank acceptable to that Party on the terms and in a form and amount acceptable to that Party.
"Letter of Credit Default" means, with respect to an outstanding Letter of Credit, the occurrence of any of the following events: 
1. the issuer of such Letter of Credit failing to maintain a Credit Rating of at least "A-" by S&P or "A3" by Moody's; 
(v) the issuer of the Letter of Credit failing 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; 
(vi) the issuer of such Letter of Credit disaffirming, disclaiming, repudiating or rejecting, in whole or in part, or challenging the validity of, such Letter of Credit;
(vii) such Letter of Credit expiring or terminating, or failing or ceasing to be in full force and effect at any time during the term of any outstanding Transaction; 
(viii) any event analogous to an Event of Default occurring with respect to the issuer of such Letter of Credit; or 
(ix) the issuer of the Letter of Credit failing to cause the renewal or replacement of the Letter of Credit to the Transferee at least thirty (30) days prior to the expiration 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 cancelled or returned to the Transferor in accordance with the terms of this Annex.
"Minimum Transfer Amount" means with respect to  Enron and the Counterparty zero provided that, if an Event of Default or potential Event of Default has occurred and is continuing with respect to a Party, the Minimum Transfer Amount with respect to that Party shall be zero. "Return Amount" has the meaning specified in paragraph B(2) of this Annex.
"Rounding" means the rounding up of the Delivery Amount or the rounding down of the Return Amount to the nearest integral amount of £200,000, respectively and any amount so treated is described as "Rounded".
"Threshold" means with respect to both Parties US$5,000,000 provided that, if an Event of Default, or potential Event of Default has occurred and is continuing with respect a Party, or if the Credit Rating of a Party’s Credit Support Provider by S&P falls below BBB- or is withdrawn, the Threshold with respect to that Party shall be zero.
“Transaction” has the meaning given to such term in each of the Agreement and the GTMA, and shall also mean for purposes of this Annex Individual Contracts under the EFET.
"Transferee" means, in relation to each Valuation Date, the Party in respect of which the Exposure is a positive number.
"Transferor" means, in relation to each Valuation Date, the Party in respect of which the Exposure is a negative number.
"Valuation Agent" means the Party making a demand under paragraph B of this Annex.
"Valuation Date" means each Banking Day.
Unless otherwise stated, capitalised terms used in this Annex shall have the meaning given to such terms in the Agreement.
B.	Transfer and Return Obligations
At the close of business on each Valuation Date, the Valuation Agent shall mark to market the Parties' respective positions under all Transactions subject to the Agreement, the GTMA and the EFET as of that time so as to determine the following amounts for the Parties: (i) the Exposure; (ii) the Credit Support Balance; and (iii) the Delivery Amount or Return Amount, as the case may be.
(1) If the Delivery Amount for a Valuation Date equals or exceeds the Transferor's Minimum Transfer Amount, the Transferor shall, by close of business on the first Banking Day after a demand by the Transferee, transfer to the Transferee Credit Support having a value at least equal to such Delivery Amount.  For this purpose the Delivery Amount for a Valuation Date means the amount determined by the relevant Valuation Agent in accordance with the following formula (and Rounded as provided in paragraph A above):
The greater of (i) zero and (ii) the Transferee's Exposure with respect to such Valuation Date less the Transferor's Threshold and minus the Credit Support Balance with respect to such Valuation Date.
(2) If the Return Amount for any Valuation Date equals or exceeds the Transferee's Minimum Transfer Amount, then the Transferee shall, by close of business on the first Banking Day after a demand by the Transferor, transfer to the Transferor Equivalent Credit Support (which may include, on the agreement of the Transferee, a reduction in the value of a Letter of Credit comprising all or part of the Credit Support Balance) having a value at least equal to the Return Amount, and the Credit Support Balance will be reduced accordingly.  For this purpose, the Return Amount for a Valuation Date means the amount calculated by the relevant Valuation Agent in accordance with the following formula (and Rounded as provided in paragraph A above):
Credit Support Balance with respect to such Valuation Date, minus the greater of (i) zero and (ii) the Transferee's Exposure with respect to such Valuation  Date minus the Transferor's Threshold. 

C.	Exchanges
1. The Transferor may on any Banking Day by notice inform the Transferee that it wishes to transfer to the Transferee Credit Support specified in that notice (the "New Credit Support") in exchange for certain Credit Support (the "Original Credit Support") specified in that notice comprised in the Transferor's Credit Support Balance.
(4) If the Transferee notifies the Transferor that it has consented to the proposed exchange:
1. the Transferor will be obliged to transfer the New Credit Support to the Transferee on the first Banking Day following the date on which it receives notice (which may be oral telephonic notice) from the Transferee of its consent; and 
(xi) the Transferee will  be obliged to transfer to the Transferor Equivalent Credit Support in respect of the Original Credit Support not later than the Banking Day following the date on which the Transferee receives the New Credit Support;  
provided that the Transferee will only be obliged to transfer Equivalent Credit Support with a value as of the date of transfer as close as practicable to, but in any event not more than, the value of the New Credit Support as of that date.
D.	Dispute Resolution
1. Disputed Calculations or Valuations.  
If a Party (a "Disputing Party") reasonably disputes the Valuation Agent's calculation of a Delivery Amount or a Return Amount, then:
1. the Disputing Party will notify the other Party (being the Valuation Agent) not later than the close of business on the Banking Day following the date that the demand is received under paragraph B of this Annex;
(6) the Disputing Party will transfer the undisputed amount to the Valuation Agent not later than the close of business on the Banking Day following the date that the demand is received under paragraph B of this Annex;
(7) the Parties will consult with each other in an attempt to resolve the dispute; and
(8) if they fail to resolve the dispute by 1.00pm London time on the Banking Day following the date on which the notice is given that gives rise to a dispute under this paragraph D (the "Resolution Time"), then:
1. the Valuation Agent will recalculate the Exposure on the current Banking Day by:
(a) utilising any calculations of that part of the Exposure attributable to the Transactions that the Parties have agreed are not in dispute;
(b) calculating that part of the Exposure attributable to the Transactions in dispute by seeking four actual quotations at mid-market from leading dealers in the relevant market and taking the arithmetic average of those obtained; provided that if four quotations are not available for a particular Transaction, then fewer than four quotations may be used for that Transaction, and if no quotations are available for a particular Transaction, then  the Valuation Agent's calculations will be used for the Transaction. 
Following a recalculation pursuant to this paragraph, the Valuation Agent will notify the other Party as soon as possible but in any event not later than 1.00pm London time on the Banking Day following the Resolution Time of the recalculated Delivery Amount or Return Amount, as applicable.  The appropriate Party will, upon demand following such notice given by the Valuation Agent or a resolution pursuant to (3) above, make the appropriate transfer by close of business on the same day as such notice is given.
2. No Event of Default.  
The failure by a Party to make a transfer of any amount which is the subject of a dispute to which this paragraph D applies will not constitute an Event of Default for as long as the procedures set out in this paragraph D are being carried out.  For the avoidance of doubt, upon completion of those procedures, Section  3(c) of Schedule 4  of the Agreement, clause 12.1.3 of the GTMA and paragraph 10.5(a) of the EFET will apply to any failure by a Party to make a transfer required under the final sentence of paragraph D.1. on the relevant due date.
3. Governing Law and Jurisdiction
This Annex shall be  governed by English law and the each of the Parties submits to the exclusive jurisdiction of the courts of England and Wales.	
E.	Interest Amount
The Transfer of the Interest Amount will be made on the first Banking Day of each calendar month and on any Banking Day that a Return Amount consisting wholly or partly of cash is transferred to the Transferor pursuant to paragraph B(2).
F.	Default
If an Early Termination Date is specified or deemed to occur as a result of an Event of Default in relation to a Party, an amount equal to the Credit Support Balance including interest, if any, accrued but not yet transferred as at that date, as determined by the non-Defaulting Party, will be deemed to be  a payment required to have been made and not made to the Transferor for the purposes of calculating Loss in accordance with  the relevant provisions of the Agreement, the GTMA and the EFET. 
G.	Representations
Each Party represents to the other Party (which representation shall be deemed to be repeated as of each date on which it transfers Credit Support or Equivalent Credit Support) that it is the sole owner of or otherwise has the right to transfer all Credit Support or Equivalent Credit Support it transfers to the other Party under this Annex, free and clear of any security interest, lien, encumbrance or other restrictions.
H.	Notice
Any notice or other written communication to be given or made in respect of this Annex by one Party to the other Party shall be given or made in writing to the other Party at the address or the contact number that the other Party shall notify to the notifying Party from time to time or, if no address or contact number has been so notified, at the other Party’s registered office.
I.	Currency Conversion

For the purpose of giving effect to this Annex, where a Party is required for the purpose of effecting any calculation hereunder to convert any currency into any other currency, such conversion shall be made at market rates by such Party, in good faith and in a commercially reasonable manner.   Such Party shall, if requested by the other Party, promptly provide to such other Party reasonable details of any conversion rates it has applied.
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