
GUARANTY AGREEMENT

This Parent Guaranty Agreement (the “Guaranty”) is entered into this __ day of ________, 2001 by Nicor Inc., a Delaware corporation (“Guarantor”), in favor of Enron North American Corp., a Delaware corporation ("Beneficiary") in consideration of the Beneficiary extending credit to Nicor Energy, L.L.C., a Delaware Limited Liability Company (“Energy”).  Energy shall also be referred to in this Guaranty as “Debtor.”  Guarantor desires that Energy enter into one or more agreements and/or confirmations (“Agreement(s)”) for the purchase of natural gas from Beneficiary.  As part of the contractual arrangements between the Beneficiary and the Debtor, the Beneficiary will be extending credit to the Debtor, and Guarantor wishes to provide this Guaranty to the Beneficiary as part of the consideration to induce the Beneficiary to extend credit to the Debtor, from which Guarantor will benefit.

Accordingly, the Guarantor and the Beneficiary hereby agree as follows:

1. Introduction.  Subject to the terms and conditions contained herein, Guarantor irrevocably and unconditionally guarantees to the Beneficiary, its successors, endorsees and assigns, the prompt payment when due of all payment obligations of Debtor to the Beneficiary arising under the Agreements, whether such obligations and liabilities are secured or unsecured, absolute or contingent, or joint or several (the “Obligations”).  Such Guaranty shall extend to any and all Obligations to Beneficiary, regardless of whether such Obligations are in the form of notes, bills, open accounts or any other instrument or method used for the payment of money which is executed and/or endorsed and delivered by the Debtor to a Beneficiary.  The Obligations are deemed to include, without limitation, interest and any other charges due and payable, such as late fees, service charges, cover costs or liquidated damages (but only if, and to the extent, provided for in any one or more of the Agreements) for the lesser of any outstanding Obligations or a maximum limit of five hundred thousand dollars ($500,000.00).  This Guaranty shall constitute a guarantee of payment and not of collection.
2. Authority.  Guarantor represents and warrants to Beneficiary that (i) it is duly organized, validly existing and in good standing under the laws of the state of its organization; (ii) it has all requisite power and authority to execute and deliver and perform its obligations hereunder; (iii) the execution, delivery and performance of this Guaranty by Guarantor are within its powers, have been duly authorized by all necessary actions and do not contravene its governing organization documents or by-laws or any law or material contractual restriction binding on or affecting Guarantor; and (iv) this Guaranty constitutes a legally valid and binding agreement of Guarantor, subject only to insolvency, bankruptcy, moratorium, reorganization, fraudulent conveyance or similar laws affecting creditors’ rights generally and by general principles of equity.
3. Unconditional Guaranty. The obligations of Guarantor hereunder shall be unconditional, irrespective of any circumstance which otherwise might constitute a legal or equitable discharge of a surety or guarantor.  Without limiting the generality of the foregoing, Guarantor hereby waives (a) notice of acceptance of this Guaranty; (b) any right to require that any action or proceeding be brought against Debtor or any other person, or to require that a Beneficiary seek enforcement of any performance against Debtor or any other person, prior to any action against Guarantor under the terms hereof; (c) notice of Debtor incurring any Obligations or of any modifications, renewals, replacements, or extensions thereof; (d) notice for any extension of time for the payment of any sums due and payable to Beneficiary; (e) notice of any defaults by or disputes with Debtor with respect to payment or performance of the Obligations; and (f) with respect to any notes or evidences of indebtedness received by Beneficiary from Debtor, notice of presentment, demand for payment, default, dishonor, protest, or notice of protest. 
4. Demand for Payment.  Upon the failure by Debtor to make payment due under any of the Agreements, the Beneficiary shall make demand of payment upon the Guarantor in writing.  Such written demand shall state the amount due and owing by the Debtor which is demanded from the Guarantor and shall be deemed sufficient notice to Guarantor Guarantor.that it must pay the obligations within five (5) business days after its receipt of payment demand.  The Guarantor consents to any extensions or other changes to the time granted to Debtor for the payment of the Obligations, to any changes in the terms of the Obligations or Agreements between Debtor and Beneficiary, and to any settlement or adjustment entered into between the Beneficiary and Debtor.  Guarantor hereby agrees that its obligations under the terms of this Guaranty shall not be released, diminished, impaired, reduced or affected by any failure of Beneficiary to notify Guarantor of any renewal, extension or rearrangement of the Obligations.  Beneficiary shall not be obligated to file any claim relating to the Obligations owing to it in the event that Debtor becomes subject to a bankruptcy, reorganization, or similar proceeding, and the failure of Beneficiary to so file shall not affect the Guarantor’s obligations hereunder.  In the event that any payment to Beneficiary in respect to any Obligation is rescinded or must otherwise be returned for any reason whatsoever, the Guarantor shall remain liable hereunder in respect to such Obligation as if such payment had not been made regardless of whether such rescission or return occurs before or after the termination of this Guaranty.
5. Set-off.  The Guarantor reserves to itself all rights, setoffs, counterclaims and other defenses which Debtor may have to payment of any Obligation other than defenses expressly waived by the Debtor in its Agreements with the Beneficiary or otherwise waived in this Guaranty or defenses arising out of the bankruptcy, insolvency, dissolution or liquidation of Debtor. If the Guarantor makes one or more payments to the Beneficiary under this Guaranty, then upon payment in full of all of the Obligations, the Guarantor shall be subrogated to the rights of the Beneficiary.
6. Subrogation. Guarantor waives its right to be subrogated to the rights of Beneficiary with respect to any Obligations paid or performed by Guarantor until all Obligations have been fully and indefeasibly paid to Beneficiary, subject to no rescission or right of return, and Guarantor has fully and indefeasibly satisfied all of Guarantor’s obligations under this Guaranty.
7. Waiver. Except as to applicable statutes of limitation, no delay of Beneficiary in the exercise of, or failure to exercise, any rights hereunder shall operate as a waiver of such rights, a waiver of any of the rights, or a release of Guarantor from any obligations hereunder.
8. Order of Payment.  Subject to the terms and conditions of this Guaranty, including, without limitation, the maximum aggregate liability of Guarantor, (i) Beneficiary shall be entitled to apply any payment received from Guarantor in such order and against such liabilities under any one or more of the Agreements as it shall determine in its sole discretion, and (ii) any payment by Guarantor hereunder to Beneficiary shall reduce Guarantor's maximum aggregate liability hereunder by the amount of such payment, but shall not discharge Guarantor's obligation to the Beneficiary with respect to the remaining amount of aggregate liability.
9. Notice. Any payment demand, notice, request, instruction, correspondence or other document required or permitted to be given hereunder by any party to another (herein called a “Notice”) shall be in writing and delivered personally or mailed by certified mail, postage prepaid and return receipt requested, or by facsimile or telecopier, as follows:
To Guarantor:	Nicor Inc.	To Beneficiary:	Enron North America Corp.
	1844 Ferry Road	1400 Smith Street
	Naperville, IL 60563	Houston, TX 77002
	Attn: Credit Department	Attn:  Director of Documentation
	Fax No: (630) 983-9328	Fax No: (713) 646-4816

Notice given by personal delivery or mail shall be effective upon actual receipt or, if receipt is refused or rejected, upon attempted delivery.  Notice given by facsimile or telecopier shall be effective upon actual receipt if received during the recipient’s normal business hours, or at the beginning of the recipient’s next business day after receipt if not received during the recipient’s normal business hours.  All Notices by facsimile or telecopier shall be confirmed promptly after transmission in writing by certified mail or personal delivery.  Any party may change any address to which Notice is to be given to it by giving Notice as provided above of such change of address.

10. Termination. Notwithstanding any other provision of this Guaranty, the Guarantor may, by thirty (30) days’ written notice to Beneficiary, terminate its liability under this Guaranty in respect to Obligations created by either Debtor after the expiration of such thirty (30) day period.  The Guarantor shall remain fully and unconditionally liable for all Obligations existing or arising under agreements in place prior to the expiration date.
11. Damages.  Except as the same comprise Obligations under the terms of the Agreements, Guarantor shall not be liable hereunder for special, consequential, exemplary, tort, or other damages, costs or attorney’s fees.
12. Assignment.  This Guaranty shall inure to the benefit of Beneficiary and its successors and assigns, and can be modified only by a written instrument signed by the Beneficiary and the Guarantor.  Beneficiary shall have the right to assign, pledge or mortgage its rights and benefits under this Guaranty to any person or entity without the prior consent of the Guarantor; provided, however, that no such assignment, pledge or mortgage shall be binding upon the Guarantor until it receives written notice of such assignment, pledge or mortgage from the Beneficiary.  The Guarantor shall have no right to assign this Guaranty or its obligations hereunder without the prior written consent of the Beneficiary.
13. Amendment. No term or provision of this Guaranty shall be amended, modified, altered, waived, or supplemented except in a writing signed by the party against whom enforcement is sought.
14. Governing Law.  The Guaranty shall be governed by, and construed in accordance with, the internal laws (but not the laws concerning conflicts of laws) of the State of Illinois.Texas.
15. Entire Agreement. This Guaranty supersedes and terminates all prior guarantees issued by Guarantor on behalf of the Debtor.
IN WITNESS WHEREOF, Guarantor has signed the Guaranty as of the date first above written. 

NICOR INC.
(“Guarantor”)

Signature:  __________________________

Print:	GEORGE BEHRENS

Title:	VICE PRESIDENT ADMINISTRATION AND TREASURER

Date:	__________________________









