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Enron North America Corp.
Forward Purchase Contract
	Terms as of August 7, 2000


	Party A:
	Merrill Lynch International (“MLI”), with the full guarantee of Merrill Lynch & Co. 

	Party B:
	Enron North America Corp., with the guarantee of Enron Corp., such guarantee shall be limited to $75mm

	Notional Amount:
	[$109,833,412.50] 

	Notional Shares:
	[1,388,100] shares 

	Underlying Equity:
	Common Stock of Enron Corp. (“ENE”, NYSE)  (the “Shares”) 

	Trade Date:
	August [  ], 2000

	Maturity Date:
	August [  ], 2001, 1 Year after the Effective Date, 

	Initial Equity Level:
	For the first Calculation Date, [$79.125], the daily high price as reported on August 4, 2000 in Bloomberg’s  <ENE> Equity QR page;
For each subsequent Calculation Date, the Forward Price on the previous Calculation Date

	Final Equity Level:
	For the Maturity Date, if Party B elects Net Stock or Net Cash Settlement, the Final Equity Level shall be determined based on the arithmetic average of the volume weighted average prices (VWAP) of the Underlying Equity in the market for the 3 or 5 Trading Days (at Party A’s option made on or before the Maturity Date) subsequent to the Maturity Date adjusted down for a). carry for the Shares from each daily settlement date until the final date of the Net Stock Settlement period applying overnight Federal Funds Rates  plus the Spread and b) Commissions.
For each scheduled monthly Calculation Date or for the Maturity Date, if Party B elects Physical Settlement, the Closing Price of the Underlying Equity on the final day of each Calculation Period. 

	Calculation Period:
	Monthly period between Calculation Dates

	Calculation Dates:
	The  fourth  day of each month (if such day is not a Business Day then the next succeeding Business Day) after the Effective Date until the Maturity Date 

	Forward Price:
	The Forward Price shall be calculated on each Calculation Date as:
Initial Equity Level x (1 + Rate + Spread) – Dividend Amount

	Rate:
	1 Month LIBOR x Rate Convention

	Spread:
	60 basis points (0.60%) x Rate Convention

	Rate Convention:
	Actual days in Calculation Period / 360

	Dividend Amount:
	For each Calculation Date, the cumulative value of all cash dividends paid and received by Party A on a single share of Underlying Equity, during the period beginning on (i) for the first Calculation Date, the Effective Date, and (ii) for each subsequent Calculation Date, one day after the prior Calculation Date, and ending on such Calculation Date
Any dividends received by Party A on the Underlying Equity that are not taken into account in calculating the Forward Price (i.e. dividends with a record date before and payment  after the Settlement Date) will be paid by Party A to Party B as and when received.                   

	Settlement Options:
	On the Maturity Date Party B may select:
(i)  Physical Settlement – Party B pays Settlement Amount in Cash in exchange for shares equal to the Notional Share Amount
(ii)  Net Stock Settlement – Party B shall deliver or receive shares equal in value to the absolute value of Net Stock Settlement Amount.  If Party B delivers shares, this value shall be determined based on the Final Equity Level
(iii)  Net Cash Settlement – Party B shall deliver or receive cash equal to the absolute value of Net Stock Settlement Amount 

	Settlement Amount:
	Notional Shares  x  Forward Price

	Net Stock Settlement Amount:
	Notional Shares  x  (Final Equity Level  -  Forward Price)
if  >  0, Party A shall deliver shares
if  <  0, Party B shall deliver shares   

	Commissions:
	$0.03 per share of Underlying Equity purchased or sold in the open market multiplied by the Number of Shares.  
$0.06 per share multiplied by the Number of Shares for VWAP execution

	Conditions to Net Stock or Net Cash Settlement - Registration:
	If Party B elects Net Stock or Net Cash Settlement, Party B shall enter into a Registration Rights Agreement providing for customary representations, warranties, covenants, indemnification, comfort letters and legal opinions, and shall provide an effective Registration Statement for an amount of Common Shares that MLI shall specify, which will include, without limitation,  all shares purchased by MLI in the open market which serve as the hedge for this Transaction.

	Calculation Agent:
	As  per the ISDA Master Agreement

	Documentation:
	MLI Forward Purchase Confirmation  (the “Confirmation”) ( including a form of Registration Rights Agreement for Net Share or Net Cash Settlement ) and  Opinion of  Counsel.
In the event that the Documentation is not executed within [20] days after the Effective Date, Party A has the right to terminate this Transaction.

	Suspension:
	
During the Net Stock or Net Cash Settlement period, for a period not to  exceed [10] Trading Days., Party B shall give Party A prompt telephonic notice (confirmed by fax) of any day or time period during which purchases pursuant to this Transaction must be suspended due to the development of facts or circumstances that constitute or could constitute material non-public information relating to Party B, it being understood that Party B shall not indicate to Party A the reason for the suspension.  Promptly after receipt of any such notice, Party A will cease entering bids to purchase or to purchase Shares pursuant to this Transaction until the applicable suspension period ends, it being understood that Party A may effect any purchase resulting from acceptance of a bid prior to receipt of such notice.  

	Party B Representations:
	Party B shall be deemed to represent and warrant as follows:
(i) Party B has complied and will comply in connection with this Transaction and all related or contemporaneous sales and purchases of Shares, with the applicable provisions of the Securities Act of 1933, the Securities Exchange Act of 1934 and the rules and regulations thereunder, including, without limitation, Rule 10b-5, 10b-18 and Regulation M under the Exchange Act; Party B and its “affiliated purchasers,” as defined in Rule 10b-18 under the Exchange Act, have coordinated and will coordinate any purchases of Shares with purchases by Party A of its hedge in connection with this Transaction in order to comply with Rule 10b-18 during the initial hedge period; each of Party B’s filings under the Securities Act, the Exchange Act, or other applicable securities laws that are required to be filed have been filed and there is no misstatement of a material fact contained therein, or omission of a material fact required to be stated therein or necessary to make the statements therein not misleading;
(ii) If  Party B purchases any Shares pursuant to this Transaction, such purchases will comply with (a) all laws and regulations applicable to Party B and (b) all contractual obligations of Party B;
(iii) Party B is not entering into this Transaction to facilitate a distribution of the common Shares or any other security convertible into common shares or in connection with a future issuance of common Shares or any other security convertible into common shares;
(iv) Party B is not entering into this Transaction to create actual or apparent trading activity in the Shares or any other security or to manipulate the price of the Shares or any other security;
(v) Party B has not formed a present intention on the method of settlement of  this Transaction .























This term sheet serves as the agreement between Party A and Party B until the Confirmation  is executed.   Party B agrees to these terms and agrees to indemnify Party A for any losses arising from Party B’s failure to perform its obligations hereunder, including any failure to enter into the definitive documentation described in “Documentation” above.  Party B also represents to Party A that it is not relying on any communication (written or oral) of Party A as investment advice or as a recommendation to enter into this Transaction, it being understood that information and explanations related to the terms and conditions of this Transaction shall not be considered investment advice or a recommendation to enter into this Transaction.  No communication (written or oral) received by Party B from Party A shall be deemed to be an assurance or guarantee as to the expected results of this Transaction.   Party B represents and warrants that it is legally and financially able to enter into the above transaction and that the signatory to this document is authorized to transact on Party B’s behalf.
Enron North America  Corp.:		Date:		Print Name:		 Title:


By:_______DRAFT_________		_________	__________________	___________________
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