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	Enron North America Corp.
P.O. Box 4428
Houston TX 77210-4428
(713) 853-3300
Fax (713) 646-8898



CONFIRMATION 
(SWAPTION)

Date:				April 11, 2000
To:				Kellogg Company (“Counterparty”)
Attention: 			Jim Roestel 
Fax Number:			(616) 961-2215
From:				Enron North America Corp. (“ENA”)
Re:				Commodity Swap, ENA Deal No. NE5964.1

	The purpose of this letter is to confirm the terms and conditions of the Transaction entered into between us on the Trade Date specified below (the "Transaction").  This letter constitutes a "Confirmation" as referred to in the ISDA Master Agreement specified below. 

1. This Confirmation supplements, forms part of, and is subject to an ISDA Master Agreement dated as of March 31, 2000, as amended and supplemented from time to time (the “Agreement”), between you and us.  All provisions contained in the Agreement govern this Confirmation except as expressly modified below.

	2. (a) Each party hereto acknowledges that this Confirmation and the Transaction are being entered into for good, valuable and sufficient consideration, including, but not limited to, the mutual promises made by each party under this Confirmation or the Transaction.  The parties hereto agree to the following terms for the Transaction:

General Terms for Swaption:

	Trade Date:
	April 11, 2000

	
	

	Option Style:
	American

	
	

	Option Type:
	Swaption

	
	

	Seller:
	Counterparty

	
	

	Buyer:
	ENA

	
	


Procedure for Exercise:

	Exercise Period:
	From and including the Trade Date to and including May 15, 2000 between 8:00 a.m. and 5:00 p.m. (local time in Houston, Texas), the day on which the option is exercised shall be the “Exercise Date”

	
	

	Expiration Date:
	May 15, 2000

	
	





	Notice of Exercise:
	An irrevocable notice given by ENA to Counterparty (which may be given orally, including by telephone, or in writing) of its election to enter into the Underlying Transaction

	
	

	Automatic Exercise:
	Inapplicable

	
	

	Written Confirmation of Notice of Exercise:
	Applicable provided however, that failure to give such written Notice of Exercise shall in no way affect or suspend the validity of the Notice of Exercise.

	
	

	Additional Provisions:
	(1) Within thirty (30) days after ENA provides Notice of Exercise to Counterparty ENA shall deliver to Counterparty a Letter of Credit in the amount of U.S. $3,000,000.00 which shall be an Independent Amount maintained in favor of Counterparty in accordance with the terms of the Agreement but only to the extent that this Transaction between the parties remains outstanding
(2) Within five (5) Business Days after ENA provides Notice of Exercise to Counterparty, ENA shall pay to Counterparty the sum of U.S. $143,500.00

	
	


 (b) The terms of the Underlying Transaction to which the Option relates are as follows:

	Total Notional Quantity:
	182,000 Short Tons

	
	

	Notional Quantity per Calculation Period:
	3,500 Short Tons

	
	

	Commodity:
	42 Lb. Unbleached Kraftliner

	
	

	Commodity Unit:
	Short Tons

	
	

	Effective Date:
	the Exercise Date

	
	

	Termination Date:
	August 31, 2004

	
	

	Calculation Periods:
	(i) The initial Calculation Period shall commence on the Effective Date and end on the last day of the month which includes the Effective Date and the (ii) remaining Calculation Periods shall be monthly periods and the final Calculation Period shall end on August 31, 2004

	
	

	Payment Date(s):
	The Payment Date shall be the fifth (5th) Business Day following the last Pricing Date for the applicable Calculation Period





Fixed Amount Details:

	Fixed Price Payer:
	Counterparty

	
	

	Fixed Price:
	U.S. $429.00 per Short Ton

	
	


Floating Amount Details:		

	Floating Price Payer:
	ENA

	
	

	Floating Price:
	The Floating Price for each Calculation Period shall be the low price per Short Ton of 42 Lb. Unbleached Kraftliner, stated in U.S. Dollars, delivered in the Eastern U.S., published under the headings “Price Watch: Paperboard/Packaging: Grade: Linerboard (42–lb): Unbleached kraft, East” in the issue of  Pulp & Paper Week that reports prices effective on the Pricing Date for such Calculation Period

	
	

	Pricing Date:
	Date of publication of Pulp & Paper Week, or any successor publication, published by Miller Freeman Inc. or its successor (such publication, “Pulp & Paper Week”) for the applicable Calculation Period 

	
	

	Fallback Reference Price:
	The Fallback Reference Price for any Calculation Period shall be an amount equal to the sum of (a) the price per Short Ton of 42 Lb. Unbleached Kraftliner, stated in U.S. Dollars, delivered in the Eastern U.S., published under the heading: “Table 2: Paper Packaging Monthly Price Summary: Dollars per Short Ton: Containerboard: 42 Lb. Unbleached Kraftliner: Eastern U.S.:” in the issue of Paper Packaging Monitor (or its successor publication, as published by Resource Information Systems, Inc., or its successor) that reports prices effective for such Calculation Period and (b) an amount (which may be negative) equal to the difference between (i) the average of the prices per 42 Lb. Unbleached Kraftliner as determined in accordance with the definition of ‘Floating Price’ above for each month in which such price is available for the twelve calendar months immediately preceding the relevant Calculation Period and (ii) the average of the prices per Short Ton of 42 Lb. Unbleached Kraftliner as determined in accordance with subsection (a) above for each month in which such price is available for the twelve calendar months immediately preceding the relevant Calculation Period.

	
	




		In accordance with the procedures set forth in the Agreement, 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 by sending to us a letter substantially similar to this letter, which letter sets forth the material terms of the Transaction to which this letter, to which this Confirmation relates and indicates agreement to those terms.
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	Yours sincerely,
	

	
	

	Enron North America Corp.
	Kellogg Company

	

	

	By: 	________________________
	By:  _____________________________

	Name:	________________________
	Name:  ___________________________

	Title:	________________________
	Title:  _______________________________
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