





May 12, 2000


VIA COURIER

Mr. Andrew Mc Comb
Palladium Insurance Limited
Windsor Place, 3rd Floor
Hamilton Bermuda 


	Re:	ISDA Master Agreement between Enron North America Corp. (“Enron”) and Palladium Insurance Limited (“Palladium”) dated as of April 27, 1999 (“the ISDA Master”)


Dear Mr. Mc Comb:

	The purpose of this letter is to inform Palladium of our calculations as to all amounts due Enron in respect of the recently terminated ISDA Master.  In a letter dated April 27, 2000, Enron notified Palladium that $9,707,500 (“Unpaid Amount”) remains due and owing in respect of a number of derivative transactions (“Unpaid Transactions”) (see Exhibit 1).  Furthermore, in accordance with Section 2(e) of the ISDA Master, Palladium owes $41,705.99 in Default Interest on the Unpaid Amount according to the calculations in Exhibit 2.  

With regard to certain outstanding Transactions between Palladium and Enron (“Outstanding Transactions”) which were terminated as of Friday, May 5, 2000 (“the Early Termination Date”), and notified to you in a letter dated May 4, 2000, an amount of $6,395,000 is owed by Palladium, taking into account the payment method and payment measure chosen under Section 6(e) of the ISDA Master.  The attached Exhibit 3 sets forth our calculations which were made as of the Early Termination Date, and takes into account the positive and negative values of all the Outstanding Transactions. 

Therefore, according to our calculations an aggregate amount of $16,144,205.99 is due Enron (“Total Amount”) and such amount is payable on the date this notice is effective.  The account to which the Total Amount should be paid is: Bank of America, For the Account of: Enron North America Corp., Account Number/CHIPS UID: 3750494727, Fed. ABA No.: 111000012. 

Please be advised as well that Palladium may have additional obligations to Enron under the Unpaid Transactions should the data used to determine the Floating Amount be adjusted as set forth in the “Data Sources” clause of the relevant Confirmations.  Enron reserves the right to exercise all rights and remedies to which it is entitled under the ISDA Master in order to recover all amounts owing to it including, without limitation, any additional amounts due to it as mentioned in the preceding sentence. 

Should you have questions or comments regarding the above, please call Mark Tawney (713) 853-7840.  Should there be any questions of a legal nature, please contact me directly on (713) 853-9477.

Very truly yours,


Shari Stack
Senior Counsel

Attachments
cc:	  Mr. Gary Peet, Bank of America, Facsimile No. (312) 828-4203 
	  Ms. Tanya Rohauer  	
         Mr. Mark Tawney
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