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	Merrill Lynch 
Client Strategies Group


Enron Corporation
Total Return Swap on
     Enron Corp.
        Terms on May 25, 2000

	Party A (Equity Amount Payer):
	Merrill Lynch International, with the guarantee of Merrill Lynch and Co.
	

	Party B (Floating Amount Payer):
	Enron Corporation
	

	Number of Shares:
	Up to 2,000,000 Shares
	

	Notional Amount:
	On the Trade Date and for each Payment Date:
Number of Shares  x  Initial Equity Level
	

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

	Swap Description:
	Total Return Swap
	

	Trade Date:
	May   25, 2000
	

	Effective Date:
	
1 Trading Day after the final trading day required to establish the Initial Equity Level
	

	Maturity Date:
	
1 Year from the Effective Date
	

	Initial Equity Level:
	For the first Payment Date, the weighted average execution price of Party A’s hedging activities (Party A will be required to purchase shares of the Underlying Equity to effect its initial hedge under 10b-18) adjusted up for a) carry from each settlement date until the Effective Date applying overnight rates plus the Spread and b) Commissions
For each subsequent Payment Date the Final Equity Level on the previous Payment Date.
	

	Final Equity Level:
	For the Maturity Date, the volume weighted average price (VWAP) in the market for the 3 or 5  Trading Days (at Party A’s option) subsequent to the Maturity adjusted down for a) carry from each daily settlement date until the Maturity Date applying overnight rates plus the Spread and b) Commissions
For each scheduled quarterly Payment Date, the Closing Price of the Underlying Equity on the final day of each Calculation Period.
	

	Payment Dates:
	Monthly after the Effective Date
	

	Calculation Period:
	Monthly period between Payment Dates
	

	Floating Payments:
	On each Payment Date, Party B pays to Party A: 
Notional Amount x Swap Rate x Day Count
	

	Equity Payments:
	On each Payment Date,
Party A pays to Party B if positive:
Number of Shares x (Final Equity Level - Initial Equity Level)
or, Party B pays to Party A if positive:
Number of Shares x (Initial Equity Level - Final Equity Level).
	

	Swap Rate:
	1 Month LIBOR + Spread
	

	Spread:
	60 bps 
	

	Day Count:
	Actual days in Calculation Period / 360
	

	Commissions:
	$0.03 multiplied by Number of  Shares
$0.06 multiplied by Number of  Shares for VWAP execution
	

	Netting of Payments:
	Parties will net payments required on each Payment Date
	

	Dividend Payments:
	Party A will pay dividends on Underlying Equity (for dividend ex-dates prior to Maturity) to Party B on the Payment Date immediately following the date that the dividends are payable to Holders of Record, any dividends on Underlying Equity, declared but not paid as of the Maturity Date shall be paid on the Maturity Date
	

	Documentation:
	International Swap Dealers Association (“ISDA”) Master Agreement and Credit Annex, Equity Swap Confirmation.  In the event that Documentation is not executed within 20 days of the Effective Date, Party A has the right to terminate the transaction.



This term sheet serves as the agreement between Party A and Party B during the initial hedge period of the above transaction until a formal confirmation can be 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.
For Enron Corp.  by:			Date:		Print Name:		 	Title:


___________________________________		_________	__________________________  	___________________
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