


SECOND AMENDMENT TO
MASTER ENERGY PURCHASE AND SALE AGREEMENT
	This Second Amendment to Master Energy Purchase and Sale Agreement ("Second Amendment") is made and entered into effective as of the ____ day of _________, 2001, by and between Enron Power Marketing, Inc., a Delaware corporation ("EPMI") and Morgan Stanley Capital Group Inc., a Delaware corporation ("Counterparty").
WITNESSETH:
	WHEREAS, EPMI and Counterparty entered into that certain Master Energy Purchase and Sale Agreement dated effective July 1, 1997, as amended by that certain First Amendment to Master Energy Purchase and Sale Agreement dated as of March 7, 2000 ("Agreement"), covering transactions for the purchase or sale of Energy;
	WHEREAS, Merchant Energy Group of the Americas, Inc., ("MEGA") and Counterparty have entered into those certain transactions identified on Exhibit A hereto (whether one or more referred to herein collectively as, the "Transactions"), under the Master Energy Purchase and Sale Agreement, dated April 1, 1998 (together with any amendments thereto, the “MEGA Master Agreement”), and under which such MEGA and Counterparty have mutual obligations of services and payment;

WHEREAS, MEGA and Counterparty have entered into an Assignment Agreement dated April 25, 2001 (the "Assignment Agreement") whereby Counterparty has agreed to buy and MEGA has agreed to sell to Counterparty the referenced Transactions;

WHEREAS, to facilitate the transactions under the Assignment Agreement, EPMI and Counterparty now desire to amend the Agreement and the confirmations (the “MEGA Confirmations”) that evidence certain of the Transactions .
	NOW, THEREFORE, in consideration of the premises and the agreements herein contained, EPMI and Counterparty agree as follows:
1.	All references in any writing related to the Agreement shall be to the Agreement as amended hereby.  
2.	All capitalized terms used herein unless otherwise defined shall have the meanings given to them in the Agreement.
3. 	Section 4.4 is hereby amended to add thereto the following additional subsections (c), (d) and (e):
“(c)  If at any time and from time to time during the term of this Agreement (and notwithstanding whether an Event of Default has occurred), the Termination Payment that would be owed to (i) EPMI exceeds $25,000,000, then so long as Counterparty is not a Defaulting Party, Counterparty, on any Business Day, may request that EPMI provide Performance Assurance in an amount equal to the amount by which the Termination Payment exceeds $25,000,000 (rounding upwards for any fractional amount to the next $250,000), less any Performance Assurance already posted with Counterparty or (ii) Counterparty exceeds $25,000,000, then so long as EPMI is not a Defaulting Party, EPMI, on any Business Day, may request that Counterparty provide Performance Assurance in an amount equal to the amount by which the Termination Payment exceeds $25,000,000 (rounding upwards for any fractional amount to the next $250,000), less any Performance Assurance already posted with EPMI.  Such Performance Assurance shall be delivered within three (3) Business Days of the date of such request. So long as such Party is not a Defaulting Party, on any Business Day (but no more frequently than weekly with respect to Letters of Credit and daily with respect to cash), a Party, at its sole cost, may request that such Performance Assurance be reduced correspondingly to the amount of such excess Termination Payment (rounding upwards for any fractional amount to the next $250,000). In the event a Party fails to provide Performance Assurance pursuant to the terms of this Section 4.4 (c) within three (3) Business Days, then an Event of Default under Section 4.1 shall be deemed to have occurred and the Non-Defaulting Party  will be entitled to the remedies set forth in Section 4.2 of this Agreement.  To the extent that any Performance Assurance posted hereunder takes the form of a Letter of Credit, such Letter of Credit shall be subject to the Letter of Credit Provisions attached as Exhibit E hereto.
(d)  For purposes of Section 4.4 (c), the calculation of the Termination Payment shall be calculated by the Party requesting Performance Assurance pursuant to Section 4.4 as if all outstanding Transactions had been liquidated, and in addition thereto, shall include all net amounts owed but not yet paid by one Party to the other whether or not such amounts are due, for performance already provided pursuant to any and all Transactions.
(e)  To secure its obligations under this Agreement and to the extent either or both Parties deliver Performance Assurance hereunder, each Party hereby grants to the other Party a present and continuing security interest in, and lien  on (and right of setoff against), and assignment of, all cash collateral and cash equivalent collateral and any and all proceeds resulting therefrom or the liquidation thereof, whether now or hereafter held by, on behalf of, or for the benefit of, such other Party, and each Party agrees to take such action as the other Party reasonably requires in order to perfect the other Party’s first-priority security interest in, and lien on (and right of setoff against), such collateral and any and all proceeds resulting therefrom or from the liquidation thereof. Upon or any time after the occurrence or deemed occurrence and during the continuation of an Event of Default or an Early Termination Date, the Non-Defaulting Party may do any one or more of the following: (i) exercise any of the rights and remedies of a secured party with respect to all Performance Assurance, including any such rights and remedies under law then in effect; (ii) exercise its rights of setoff against any and all property of the Defaulting Party in the possession of the Non-Defaulting Party or its agent; (iii) draw on any outstanding Letter of Credit issued for its benefit; and (iv) liquidate all Performance Assurance then held by or for the benefit of the Secured Party (free from any claim or right of any nature whatsoever of the Defaulting Party, including any equity or right of purchase or redemption by the Defaulting Party).”

4.  The definition of the term “Letter of Credit” in Appendix 1 is hereby amended by adding the following at the end thereof:
“Such Letter of Credit shall be in the form attached as Exhibit F hereto, with such changes to the form as the issuing bank may require and as may be acceptable to the Party in whose favor the letter of credit is issued.” 
5.	The Agreement is amended by adding thereto Exhibits E and F in the form attached to this Second Amendment.
6.	EPMI and Counterparty hereby agree to amend the MEGA Confirmations as follows: 

(a) In Revised Confirmation Letter dated July 20, 1999 (EPMI Deal No. 226189.1);  Confirmation Letter dated June 23, 1999 (EPMI Deal No. 220051.l)  and Confirmation Letter dated June 23, 1999 (EPMI Deal No. 220052.1)   where in each, the Delivery Point is SP-15,  the reference to “Firm energy” where the “Quantity”  is set forth is  changed to “CAISO Energy” and "CAISO Energy" means with respect to a Transaction, a Product under which the Seller shall sell and the Buyer shall purchase a quantity of energy equal to the hourly quantity without Ancillary Services (as defined in the Tariff) that is or will be scheduled as a schedule coordinator to schedule coordinator transaction pursuant to the applicable tariff and protocol provisions of the California Independent System Operator ("CAISO") (as amended from time to time, the "Tariff") for which the only excuse for failure to deliver or receive is an "Uncontrollable Force" (as defined in the Tariff). 

(b) In Confirmation Letter dated October 6, 1999 (EPMI Deal No. 249547.1),  with the  Delivery Point being Palo Verde and Confirmation Letter dated April 23, 1999 (EPMI Deal No. 200536),  with the Delivery Point being Mid Columbia, the reference to “Firm energy” where the “Quantity”  is set forth is  changed to “West Firm Energy” and “West Firm Energy” means a product that is or will be scheduled as firm energy consistent with the most recent rules adopted by the WSCC for which the only excuses for failure to deliver or receive are if an interruption is (i) due to an Uncontrollable Force as provided in Section 10 of the WSPP Agreement; or (ii) where applicable, to meet Seller's public utility or statutory obligations to its customers.  Notwithstanding any other provision in this Agreement, if Seller exercises its right to interrupt to meet its public utility or statutory obligations, Seller shall be responsible for payment of damages for failure to deliver firm energy as provided in the Agreement or otherwise herein.  

“WSCC” means the Western Systems Coordinating Council. 

"WSPP Agreement" means the Western Systems Power Pool Agreement as amended from time to time

7.	Each of EPMI and Counterparty hereby acknowledges and agrees that, except as specifically amended hereby, the Agreement shall remain in full force and effect in accordance with its terms.
8.	This Second Amendment may be executed in counterparts, each of which taken together shall constitute one and the same instrument.
9.	This Second Amendment constitutes the entire agreement and understanding of EPMI and Counterparty with respect to the subject matter hereof.  This Second Amendment shall be governed by and construed in accordance with the laws of the State of New York without reference to choice of law doctrine, and may be executed in counterparts, each of which shall be deemed an original and all of which taken together shall constitute on and the same instrument.
	IN WITNESS WHEREOF, EPMI and Counterparty, by their respective authorized representatives, have executed this Second Amendment effective as of the date first written above.

	ENRON POWER MARKETING, INC.

	By:	
	Name:	
	Title:	
	

	MORGAN STANLEY CAPITAL
	GROUP, INC. 

	By:	
	Name:	
	Title:	




EXHIBIT E
LETTER OF CREDIT PROVISIONS

I.  Letters of Credit.  Performance Assurance provided by one party (“X”) for the benefit of the other (“Y”) in the form of a Letter of Credit shall be subject to the following provisions.

(a)  Any Letter of Credit shall be delivered by X or the issuer of the Letter of Credit (the “Issuer”) to such address as Y shall specify and shall be maintained for the benefit of Y or its designee.  X or the Issuer of the Letter of Credit shall (i) renew or cause the renewal of each outstanding Letter of Credit on a timely basis as provided in the relevant Letter of Credit, (ii) if the Issuer of an outstanding Letter of Credit has indicated its intent not to renew such Letter of Credit, provide either a substitute Letter of Credit or other Performance Assurance, in each case at least twenty (20) Business Days prior to the expiration of the outstanding Letter of Credit, and (iii) if the Issuer shall fail to honor Y’s properly documented request to draw on an outstanding Letter of Credit, provide for the benefit of Y either a substitute Letter of Credit that is issued by a bank acceptable to Y or other Performance Assurance, in each case within two (2) Business Days after such refusal.

(b)  Upon the occurrence of a Letter of Credit Default, X agrees to either cause another Issuer to deliver to Y a substitute Letter of Credit, or, alternatively, X shall provide other Performance Assurance, in each case on or before the second Business Day after the occurrence thereof (or on or before the fifth Business Day after the occurrence thereof if only clause (i) under the definition of Letter of Credit Default applies).  “Letter of Credit Default” shall mean with respect to an outstanding Letter of Credit, the occurrence of any of the following events:  (i) the Issuer of such Letter of Credit shall fail to maintain a Credit Rating of at least “A-” by S&P or “A3” by Moody’s; (ii) the Issuer of the Letter of Credit shall fail 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; (iii) the Issuer of such Letter of Credit shall disaffirm, disclaim, repudiate or reject, in whole or in part, or challenge the validity of, such Letter of Credit; (iv) such Letter of Credit shall expire or terminate, or shall fail or cease to be in full force and effect at any time during the term of this Agreement; or (v) the Issuer becomes subject to a Bankruptcy Proceeding; 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 canceled or returned to the Issuer in accordance with the terms of the Master Agreement.

(c)  As one method of providing additional Performance Assurance, X may increase the amount of an outstanding Letter of Credit or establish one or more additional Letters of Credit.

(d) Upon or at any time after the occurrence of an Event of Default with respect to X, Y may draw on the entire, undrawn portion of any outstanding Letter of Credit upon submission to the Issuer of one or more certificates in accordance with the specific requirements of the Letter of Credit.  Cash proceeds received from drawing upon the Letter of Credit shall be deemed Performance Assurance and shall either be (y) applied against all amounts that are due and owing from X but have not been paid to Y within the time allowed for such payments under this Agreement or (z) maintained in accordance herewith.  Notwithstanding Y’s receipt of cash under the Letter of Credit, X shall remain liable to Y for any failure to transfer sufficient Performance Assurance to Y in accordance with the terms hereof.  In addition, X shall remain liable for any amounts owing to Y and remaining unpaid after the application of the amounts so drawn by Y.

(e) The provisions of this Exhibit E shall constitute agreements for all purposes of the Master Agreement, including Section 4.1 (vi) of the Agreement.
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SCHEDULE 1

IRREVOCABLE TRANSFERABLE STANDBY LETTER OF CREDIT FORMAT
DATE OF ISSUANCE:  			
[Address]
	Re:  Credit No. _______________

	We hereby establish our Irrevocable Transferable Standby Letter of Credit in your favor for the account of _____________ (the “Account Party”), for the aggregate amount not exceeding ____________ United States Dollars ($_______), available to you at sight upon demand at our counters at (Location) on or before the expiration hereof against presentation to us of one or more of  the following statements, dated and signed by a representative of the beneficiary:

1.	“An Event of Default (as defined in the Master Power Purchase and Sale Agreement dated as of  July 1, 1997 between beneficiary and Account Party, as the same may have been amended (the “Master Agreement”)) has occurred and is continuing with respect to Account Party under the Master Agreement.  Wherefore, the undersigned does hereby demand payment of the entire undrawn amount of the Letter of Credit.”; or

2.	“Twenty or fewer Local Business Days remain until the expiration of the Letter of Credit.” 

	The amount which may be drawn by you under this Letter of Credit shall be automatically reduced by the amount of any drawings paid through the Issuing Bank referencing this Letter of Credit No. ____.  Partial drawings are permitted hereunder.

	This Letter of Credit shall expire ________________ (____) days from the date of issuance, but shall automatically extend without amendment for additional _____________ (_____)‑day periods from such expiration date and from subsequent expiration dates, if you, as beneficiary, and the Account Party have not received due notice of our intention not to renew ninety (90) days prior to any such expiration date.

	We hereby agree with you that documents drawn under and in compliance with the terms of this Letter of Credit shall be duly honored upon presentation as specified.

	This Letter of Credit shall be governed by the Uniform Customs and Practice for Documentary Credits, 1993 Revision, International Chamber of Commerce Publication No. 500 (the "UCP"), except to the extent that the terms hereof are inconsistent with the provisions of the UCP, including but not limited to Articles 13(b) and 17 of the UCP, in which case the terms of this Letter of Credit shall govern.

With respect to Article 13(b) of the UCP, the Issuing Bank shall have a reasonable amount of time, not to exceed three (3) banking days following the date of its receipt of documents from the beneficiary, to examine the documents and determine whether to take up or refuse the documents and to inform the beneficiary accordingly.

	In the event of an Act of God, riot, civil commotion, insurrection, war or any other cause beyond our control that interrupts our business (collectively, an “Interruption Event”) and causes the place for presentation of this Letter of Credit to be closed for business on the last day for presentation, the expiry date of this Letter of Credit will be automatically extended without amendment to a date thirty (30) calendar days after the place for presentation reopens for business.

	This Letter of Credit is transferable, and we hereby consent to such transfer, but otherwise may not be amended, changed or modified without the express written consent of the beneficiary, the Issuing Bank and the Account Party.

[BANK SIGNATURE]
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