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GUARANTY AGREEMENT


re: EPMI-1999-MA


This Guaranty Agreement (“Guaranty”), dated as of September 	, 2000, is made and entered into between Hydro-Quebec, a body politic and corporate, duly incorporated and regulated by Hydro-Québec Act (R.S.Q., chapter H-5) and having its head office and principal place of business at 75, René-Lévesque Boulevard West, Montreal, Quebec, Canada, H2Z 1A4, hereinafter referred to as the “Guarantor”, Enron North America Corp. and Enron Power Marketing, Inc., a corporations duly organized under the laws of the State of Texas, having its their principal place of business at 1400 Smith Street, Houston, TX, 7702, United States of America, (hereinafter individually referred to as the “Beneficiary” or collectively as “Beneficiaries”).

WHEREAS the BeneficiaryEnron Power Marketing, Inc. and H.Q. Energy Services (U.S.) INC., a corporation created under the laws of the State of Delaware, having its place of business at Airport Office Park Building Five, 345 Rouser Road, Coraopolis PA, 15108, United States of America, (hereinafter referred to as “HQUS”), an indirectly owned subsidiary of the Guarantor, have executed entered a Master Agreement dated April 8, 1999 

WHEREAS Enron North America Corp. and HQUS will execute an ISDA Master Agreement and Confirmations in connection with trade financial or cash-settled derivative transactions, price or other swap transactions or options and other commodities relating or any combination of these transactions (hereinafter referred to as the “Agreements”);

WHEREAS the Guarantor will directly or indirectly benefit from the Agreements;

WHEREAS the BeneficiaryBeneficiaries has have required that the Guarantor unconditionally guarantee to the BeneficiaryBeneficiaries all payment obligations of HQUS under the AgreementAgreements; subject to a maximum dollar limitation as provided in Section 1 of this Guaranty;

NOW THEREFORE, in consideration of the premises, the Guarantor hereby agrees with the BeneficiaryBeneficiaries as follows:

Section 1.  Payment Guarantee.  The Guarantor absolutely, irrevocably, and unconditionally, guarantees to the BeneficiaryBeneficiaries the prompt payment when due of all present and future amounts owed by HQUS to the BeneficiaryBeneficiaries in accordance with the Agreements, upon a written demand by the BeneficiaryBeneficiaries stating that HQUS has failed to fulfill its obligations and liabilities resulting from the Agreements and that the amount claimed is due to the BeneficiaryBeneficiaries, provided that the liability of the Guarantor under this Guaranty shall be for an amount limited in the aggregate to TwentyThirty Million U.S. Dollars (U.S. $230,000,000.) in addition to all reasonable expenses incurred by the BeneficiaryBeneficiaries to enforce its rights against the Guarantor under this Guaranty including, without limitation, attorneys' fees, court costs and similar costs.

At the Guarantor's request, the BeneficiaryBeneficiaries shall provide the Guarantor with any useful information respecting the content and the terms and conditions of the obligations and liabilities of HQUS with regard to the AgreementAgreements and a statement of account with details of billings and payments.

Section 2.  Nature of Guarantee.  The Guarantor's obligations hereunder shall he subject to all the contractual protections, limitations, waivers, exclusions and rights which HQUS has under the AgreementAgreements, and the Guarantor shall be entitled to the benefits of any modification of, amendment to, waiver of or consent to departure from the AgreementAgreements to the extent, if any, HQUS would have been entitled to such benefits.  Nonetheless, this Guaranty shall not be deemed discharged, impaired or affected by the existence, validity, enforceability, perfection, or extent of any collateral for any obligations under the Agreements of HQUStherefore.

Section 3.  Consents, Waivers and Renewals.  The Guarantor agrees that the BeneficiaryBeneficiaries may at any time and from time to time, either before or after maturity thereof, without notice to or further consent of the Guarantor, extend the time of payment of any payment obligations under the Agreements, exchange or surrender any collateral therefor, or renew the AgreementAgreements, and may also make any agreement with HQUS or with any other party to, or person liable for, on any of the obligations contemplated in the AgreementAgreements, or interested therein, for the extension, renewal, payment, compromise, discharge or release thereof, in whole or in part, or for any modification of the terms thereof or of any agreement between the BeneficiaryBeneficiaries and HQUS or any such other party or person, without in any way impairing or affecting this Guaranty.  The Guarantor agrees that the BeneficiaryBeneficiaries may resort to the Guarantor for payment in virtue of the AgreementAgreements, whether or not the BeneficiaryBeneficiaries shall have resorted to any collateral security, or shall have proceeded against any other obligor principally or secondarily obligated with respect to any of the obligations in virtue of the AgreementAgreements.

Section 4.  Subrogation.  In any case, including HQUS's insolvency, the Guarantor will not exercise any rights, which it may acquire by way of subrogation, before allhaving paid in full the amounts due to the BeneficiaryBeneficiaries under the Agreements shall have been paid in full.  Subject to the foregoing, upon payment of all the obligations related to the AgreementAgreements, the Guarantor shall be subrogated to the rights of the BeneficiaryBeneficiaries against HQUS and the BeneficiaryBeneficiaries agrees to take, at the Guarantor's expense, such steps as the Guarantor may reasonably request to implement such subrogation.

Section 5.  Cumulative Rights.  No failure on the part of the BeneficiaryBeneficiaries to exercise, and no delay in exercising any right, remedy or power hereunder shall operate as a waiver thereof, nor shall any single or partial exercise by the BeneficiaryBeneficiaries of any right, remedy or power hereunder preclude any other future exercise of any right, remedy or power.  Each and every right, remedy and power hereby granted to the BeneficiaryBeneficiaries or allowed to it by law or other agreement shall be cumulative and not exclusive of any other, and may be exercised by the BeneficiaryBeneficiaries from time to time.

Section 6.  Waiver of Notice.  The Guarantor waives notice of the acceptance of this Guaranty, notice of dishonor, presentment and demand, except as set forth in Section 1, notice of exercise of any right and all other notices whatsoever.

Section 7.  Representations and Warranties.  The Guarantor represents and warrants that:

a)	It is a corporation duly organized, validly existing and in good standing under the laws of the jurisdiction of its incorporation and has full corporate power to execute, deliver and perform this Guaranty.

b)	The execution, delivery and performance of the Guaranty have been and remain duly authorized by all necessary corporate action and do not contravene any provision of law of the Guarantor's constitutional documents or any contractual restriction binding on the Guarantor or its assets. 

c)	The Guaranty constitutes the legal, valid and binding obligation of the Guarantor enforceable against the Guarantor in accordance with its terms, subject, as to enforcement, to bankruptcy, insolvency, reorganization and other similar laws and toby general principles of equity.

Section 8.  Setoff and Counterclaims.  The Guarantor shall be entitled to assert all rights and defenses that HQUS may be entitled to under the AgreementAgreements, including, but not limited to, any setoff or counterclaims that HQUS or any other affiliate of the Guarantor is or may be entitled to.  Notwithstanding the preceding sentence, the liability of the Guarantor under the AgreementAgreements shall not be affected because of the bankruptcy, insolvency, dissolution or liquidation of HQUS.

Section 9.  Termination.  This guarantee of payment is a continuing guarantee effective during the term of the AgreementAgreements and until complete performance by HQUS of its obligations under the AgreementAgreements and payment in full of all obligations.  However, the Guarantor may terminate this Guaranty with respect to future obligations of HQUS by providing written notice of termination to the BeneficiaryBeneficiaries.  The Guarantor's notice of termination will become effective on the fifth day after receipt by the BeneficiaryBeneficiaries.  Termination of this Guaranty will not affect the Guarantor's liability to the BeneficiaryBeneficiaries hereunder for the obligations of HQUS incurred prior to the effective date of termination.

Section 10.  Assignment.  Neither Party may assign its rights, interest or obligations hereunder to any other person without the prior written consent of the Guarantor or the BeneficiaryBeneficiaries, as the case may be.

Section 11.  Notice.  All notices or other communications in respect of this Guaranty shall be in writing, and delivered by hand or by registered mail (return receipt requested) or given by facsimile (except for a demand of payment) and addressed or directed as follows:


	If to the Guarantor:
HYDRO-QUEBEC
Attention : Treasurer
75, René-Lévesque Boulevard West,
6th floor
Montreal, Quebec, Canada
H2Z 1A4
Facsimile: (514) 289-5409
	If the BeneficiaryBeneficiaries:
Enron Power Marketing, Inc.
Enron North America Corp.
1400 Smith Street
Houston, Texas
77002
United States of America



or such address as the Guarantor or the BeneficiaryBeneficiaries may give notice to the other party, from time to time.

Section 12.  Governing law and jurisdiction.  This Guaranty shall be governed by and construed in accordance with the laws in force in the State of New York.

Section 13.  Entire agreement.  This Guaranty constitutes the entire agreement of the Parties and supersedes and revokes the prior Guaranty Agreement dated April 23, 1999August 18, 2000 and all prior written or oral agreements and understandings between the Guarantor and the BeneficiaryBeneficiaries with respect to the subject matter hereof.

Section 14.  Amendments.  No amendments or modifications of or to any provision of this Guaranty shall be binding until in writing and executed by each Party.

IN WITNESS WHEREOF, the Guarantor hereto has executed this Guaranty, as of the date set forth abovebelow.

HYDRO-QUÉBEC

By:     


____________________________________

Name: Paul Robillard

Title: Treasurer and General Manager, Financing and Treasury
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