	Confidential & Subject to Contract 
Bankruptcy Swap
Indicative Term Sheet 
(Insert Name of U.S. Reference Entity)
[Insert Date]

This Indicative Term Sheet does not incorporate or reference the 1999 ISDA Credit Derivatives Definitions and the transaction described below shall not be governed by, or be subject to the 1999 ISDA Credit Derivatives Definitions.  Capitalized terms used in this Indicative Term Sheet shall bear the meanings set forth in Annex A attached hereto.

	1. General Terms
	

	Trade Date:
	[Insert Date]

	Seller:
	[	] (“Enron”)

	Buyer:
	[	] (“Counterparty”)

	Reference Entity:
	[	]

	Credit Protection Notional Amount:
	[	]

	Credit Protection Term:
	The period from and including the Effective Date to and including the Protection Termination Date.

	Effective Date:
	[Insert Date]

	Protection Termination Date:
	[Insert Date]

	Termination Date:

	Protection Termination Date, unless the Credit Protection Payment Conditions are satisfied, in which case the ‘Termination Date’ shall be the Credit Protection Settlement Date.
Notwithstanding the foregoing the Transaction shall automatically terminate without any further action or notice by either party, and the Seller and Buyer’s rights and obligations under the Transaction shall be deemed fully and finally discharged, upon the occurrence of a Bankruptcy Event prior to the beginning of the Credit Protection Term.  The Transaction shall be deemed terminated as of the date of occurrence of the relevant Bankruptcy Event.

	2. Buyer Payments
	

	
	Buyer shall pay Seller a Buyer Amount on each Buyer Payment Date commencing on the first Buyer Payment Date to occur after the Effective Date and ending on the Termination Date.

	Buyer Amount:
	An amount calculated by the Calculation Agent in accordance with the following formula:

	
	Credit Protection        x       Notional Amount        
	Credit Protection Rate   x
	Protection Period Fraction

	Credit Protection Rate:
	[Insert Rate] %

	Protection Period Fraction:
	The actual number of days in the Buyer Amount Calculation Period in respect of which payment is being made divided by [360]. 

	Buyer Amount Calculation Period:
	The period from and including the immediately preceding Buyer Payment Date to but excluding the Buyer Payment Date in respect of which payment is being made; except that (a) the initial Buyer Amount Calculation Period will commence on and include the Effective Date, and (b) the final Buyer Amount Calculation Period will end on and include the earlier to occur of the Protection Termination Date and the Credit Protection Trigger Date (as hereinafter defined).

	Buyer Payment Dates:
	[Insert Dates] and the Termination Date, subject to adjustment in accordance with the Following Business Day Convention.

	3. Seller Payment
	

	
	Seller shall, subject to the satisfaction of the Credit Protection Payment Conditions, pay to Buyer the Credit Protection Settlement Amount on the Credit Protection Settlement Date.

	Credit Protection Settlement Amount:

	Credit Protection Notional Amount

	Credit Protection Settlement Date:
	[5] Business Days after the Credit Protection Trigger Date

	Credit Protection Trigger Date:
	Date of satisfaction of all Credit Protection Payment Conditions 

	Credit Protection Payment Conditions:
	Buyer or Seller delivers a Bankruptcy Event Notice and Notice of Publicly Available Information each of which is effective on or before the 14th calendar day immediately following the Protection Termination Date. 
All notices delivered hereunder must be delivered on a London Business Day.  Any notice which is delivered on or prior to 4 p.m. London time on a London Business Day will be effective on such day.  A notice delivered on or after 4 p.m. London time will be deemed effective on the next following London Business Day.  Any notice delivered orally, including by telephone, will be effective when actually received by the intended recipient.  If the notice is delivered orally a written confirmation will be executed and delivered confirming the substance of that notice within one Business Day of that notice.  Failure to provide that written confirmation will not affect the effectiveness of that oral notice.  If that that written confirmation is not received within such time, the party obligated to deliver that confirmation will be deemed to have satisfied such obligation at the time that the written confirmation of the oral notice is received.

	4. Miscellaneous
	

	
	

	Calculation Agent
	Enron

	Documentation:
	1992 ISDA Master Agreement. 
Note: ISDA’s 1999 Credit Derivatives Definitions will not apply.


	Governing Law:
	English

	Business Days:
	For the purposes of Buyer Payments: [Currency Centre of Buyer Payment/ Target Settlement Day – in case of Euro] and in all other cases, unless specified to the contrary, London and [Location of Office of Counterparty].

	
	

	5. Credit Terms
	To be reviewed on a transaction and counterparty specific basis.
[Enron shall have the right to require counterparty to provide a letter of credit or guarantee acceptable to Enron][footnoteRef:2] [2:  Include for “collateral version”] 



 


Annex A:  Definitions
	
	

	“Bankruptcy Event”
	(i) the Reference Entity is dissolved (other than pursuant to a consolidation, amalgamation or merger); 
(ii) the Reference Entity makes a general assignment, arrangement or composition with or for the benefit of its creditors; 
(iii) the Reference Entity institutes with respect to itself or has instituted against it a proceeding seeking a judgement of insolvency or bankruptcy or any other relief under any bankruptcy or insolvency law or other similar law affecting creditors’ rights, or a petition is presented for its winding-up or liquidation, and, in the case of any such proceeding or petition instituted or presented against it, such proceeding or petition:
(a) results in a judgement of insolvency or bankruptcy or the entry of an order for relief or the making of an order for its winding-up or liquidation; or 
(b) is not dismissed, discharged, stayed or restrained, in each case within 60 days of the institution or presentation thereof; 
(iv) the Reference Entity has a resolution passed for its winding-up, official management or liquidation (other than pursuant to a consolidation, amalgamation or merger); 
(v) the Reference Entity seeks or becomes subject to the appointment of an administrator, provisional liquidator, conservator, receiver, trustee, custodian or other similar official for it or for all or substantially all its assets; 
(vi) the Reference Entity has a secured party take possession of all or substantially all its assets or has a distress, execution, attachment, sequestration or other legal process levied, enforced or sued on or against all or substantially all its assets and such secured party maintains possession, or any such process is not dismissed, discharged, stayed or restrained, in each case within 60 days thereafter; 
(vii) the Reference Entity causes or is subject to any event with respect to it which, under the applicable laws of any jurisdiction, has an analogous effect to any of the events specified in clauses (i) to (vi) (inclusive); or 
(viii) the Reference Entity takes any action in furtherance of, or indicating its consent to, approval of, or acquiescence in, any of the foregoing acts.


	“Bankruptcy Event Notice”
	An irrevocable notice from the notifying party (which may be oral, including by telephone) describing in reasonable detail a Bankruptcy Event that occurred on or after the Effective Date and on or before the Protection Termination Date.  For the avoidance of doubt, the Bankruptcy Event that is the subject of the Bankruptcy Event Notice need not be continuing on the date the Bankruptcy Event Notice is effective.

	“Notice of Publicly Available Information”
	An irrevocable notice from the party delivering the Bankruptcy Event Notice (which may be oral, including by telephone) confirming the occurrence of a Bankruptcy Event described in the Bankruptcy Event Notice with Publicly Available Information.  The notice given must describe in reasonable detail, or attach a copy of, the relevant Publicly Available Information.

	“Publicly Available Information”
	Information that reasonably confirms the facts relevant to the determination that the Bankruptcy Event described in the Bankruptcy Event Notice has occurred and that,
(a) has been published in not less than two of the following news sources: Bloomberg Service, Dow Jones Telerate Service, Reuter Monitor Money Rates Services, Dow Jones News Wire, Wall Street Journal, New York Times, Financial Times, The Times or the Daily Telegraph; provided that, if either of the parties or any of their respective Affiliates is cited as the sole source of such information, then such information shall not be deemed to be Publicly Available Information; or
(b) is information contained in a petition or filing with, or order, decree or notice (howsoever described) of, a court, tribunal, regulatory authority or other similar administrative authority of competent jurisdiction and such petition, filing, order, decree or notice, is a matter of public record on the date the Notice of Publicly Available Information is effective.
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The above is a summary of the indicative terms and conditions of a proposed transaction and is subject to change.  It has been prepared by Enron for information purposes only.  It is not intended to create, and does not create, a binding or enforceable contract or to be complete or include all of the terms of the proposed transaction.  This is not an offer or a commitment by Enron or any parent or affiliate of Enron.  The transaction contemplated herein is subject to further review and approval by Enron and the execution of a definitive agreement containing all appropriate provisions including those relating to credit, tax and limitation of damages and remedies.
We have sent you this document in your capacity as a potential counterparty acting at arm’s length.  We are not acting as your adviser, nor in a fiduciary capacity, in respect of the proposed transaction.  Further, no representation or warranty is made by us concerning the legal, regulatory or tax implications in any applicable jurisdiction of the proposed transaction.  We are not making any recommendation regarding the proposed transaction.  Before entering into a transaction you should ensure that you understand the transaction and have made an independent assessment of the appropriateness of the transaction in light of your own objectives and circumstances, including the possible risks and benefits of entering into such a transaction.

This document is confidential and shall not be disclosed to any third party without Enron’s prior written consent.


