MATERIAL ADVERSE CHANGE ("MAC") CLAUSES
(delete this page when done)


[INSERT IF MAC IS TO BE APPLICABLE TO ENA (“Party A”) AND COUNTERPARTY (“Party B”) (CREDIT RATINGS)]:

“Material Adverse Change” means (a) with respect to Party A, [Enron Corp.’s] [its Credit Support Provider’s] Credit Rating is below “BBB-” by S&P [or below “Baa3” by Moody’s] or [Enron Corp.][its Credit Support Provider] fails to have a Credit Rating from S&P [or Moody’s]; or (b) with respect to Party B, [its] [its Credit Support Provider’s] Credit Rating is below “__” by S&P [or below “__” by Moody’s] or [it][its Credit Support Provider] fails to have a Credit Rating from S&P [or Moody’s].

[INSERT IF MAC IS TO BE APPLICABLE TO ENA (“Party A”) (CREDIT RATING) AND COUNTERPARTY (“Party B”) (NON-SPECIFIC MAC)]:

“Material Adverse Change” means (a) with respect to Party A, [Enron Corp.’s] [its Credit Support Provider’s] Credit Rating is below “BBB-” by S&P [or below “Baa3” by Moody’s]; or (b) with respect to Party B, in the reasonable opinion of Party A, a material adverse change has occurred in the business, financial condition or operations of Party B [or its Credit Support Provider].

[INSERT IF MAC IS TO BE APPLICABLE TO ONLY COUNTERPARTY (“Party B”) (NON-SPECIFIC MAC)]:

“Material Adverse Change” means with respect to Party B, in the reasonable opinion of Party A, a material adverse change has occurred in the business, financial condition or operations of Party B [or its Credit Support Provider].

[INSERT IF MAC IS TO BE APPLICABLE TO ONLY COUNTERPARTY (“Party B”) (CREDIT RATING)]:

“Material Adverse Change” means, with respect to Party B, [its] [its Credit Support Provider’s] Credit Rating is below “__” by S&P [or below “__” by Moody’s] or [it][its Credit Support Provider] fails to have a Credit Rating from S&P [or Moody’s].

[INSERT IF MAC CONTAINS FINANCIAL COVENANTS FOR COUNTERPARTY (“Party B”) AND CREDIT RATING FOR ENA’S GUARANTOR (“Party A”)]:

“Material Adverse Change” means, (a) with respect to Party A, [Enron Corp.’s][its Credit Support Provider’s] Credit Rating is below “BBB-” by S&P [or below “Baa3” by Moody’s]; or (b) with respect to Party B, [it] [its Credit Support Provider] shall have any of the following occur at any time:  [(i) the ratio of its [Funded Debt][Total Debt] to Net Worth is more than _____ to _____, or (ii) its Net Worth falls below [U.S.] $		, or (iii) the ratio of its Cash Flow to Current Maturities of Long Term Debt is less than _ to _, or (iv) the ratio of its Current Assets to Current Liabilities is less than _ to _, or (v) the ratio of its PV15 of PDP to Funded Debt is less than __ to __, or (vi) its EBITDA Coverage Ratio shall be less than __ to __, or [INSERT OTHER APPROPRIATE FINANCIAL COVENANTS].

[DEFINITIONS TO BE INSERTED AS APPROPRIATE]

“Cash” means all amounts that would be reflected as such on a consolidated balance sheet of [Party B] [Party B’s Credit Support Provider], prepared in accordance with GAAP.


“Cash Flow” means Net Income plus depreciation and non-cash charges from the consolidated income statement of [Party B] [Party B’s Credit Support Provider] prepared in accordance with GAAP.

“Current Assets” means consolidated current assets of [Party B] [Party B’s Credit Support Provider] as would be reflected on a consolidated balance sheet of [Party B] [Party B’s Credit Support Provider] prepared in accordance with GAAP.

“Current Liabilities” means consolidated current liabilities of [Party B] [Party B’s Credit Support Provider] as would be reflected on a consolidated balance sheet of [Party B] [Party B’s Credit Support Provider] prepared in accordance with GAAP.

“Current Maturities of Long Term Debt” means payments required by third party lenders on consolidated long term debt of [Party B] [Party B’s Credit Support Provider] within the next twelve (12) calendar months determined in accordance with GAAP.

“DBRS” means Dominion Bond Rating Service Limited, or its successor.

[EBIDTA LANGUAGE - INSERT ALL THE DEFINITIONS BELOW:
“Depreciation, Depletion and Amortization Expense” means, with respect to [Party B][Party B’s Credit Support Provider] for any period, the total amount of consolidated depreciation, depletion and amortization expense (exclusive of the amortization of the principal amount of any indebtedness) and other similar non-cash operating charges for such person for such period.

“EBITDA” means, with respect to [Party B][Party B’s Credit Support Provider] for any period, the aggregate amount of its Net Income plus the sum of (to the extent deducted in calculating Net Income) (i) the aggregate amount of Interest Expense for such period, (ii) the aggregate amount of consolidated income taxes for such person for such period, (iii) Depreciation, Depletion and Amortization Expense for such period, (iv) all amounts (to the extent not already included in (iii) above) attributable to other (a) non-cash operating charges and (b) non-cash non-operating charges for such period, and (v) all consolidated extraordinary non-cash charges for such person during such period minus, without duplication, all consolidated extraordinary gains for such person during such period.
“EBITDA Coverage Ratio” means, with respect to any period, the ratio of (i) EBITDA for such period to (ii) the aggregate amount of Interest Expense for such period.
“Interest Expense” means, for any period, without duplication, the total consolidated interest expense of [Party B][Party B’s Credit Support Provider] including (i) interest expense attributable to capital leases, (ii) amortization of indebtedness discount and indebtedness issuance costs (including any original issue discount attributable to any issuance of equity securities and indebtedness securities), (iii) capitalized interest, (iv) non-cash interest payments, (v) commissions, discounts and other fees and charges owed with respect to letters of credit and bankers’ acceptance financing, (vi) net cash costs under interest rate protection agreements (including amortization of fees), and (vii) consolidated interest actually paid by Party B under any guarantee of indebtedness or other obligations of any other person.]

[EBIT LANGUAGE - INSERT THE FOLLOWING DEFINITIONS:

“EBIT” means, with respect to [Party B][Party B’s Credit Support Provider] for any period, the aggregate amount of its Net Income plus the sum of (to the extent deducted in calculating Net Income) (i) the aggregate amount of Interest Expense for such period, (ii) the aggregate amount of consolidated income taxes for such person for such period, (iii) all amounts (to the extent not classified as depreciation, depletion or amortization expense) attributable to other (a) non-cash operating charges and (b) non-cash non-operating charges for such period, and (iv) all consolidated extraordinary non-cash charges for such person during such period minus, without duplication, all consolidated extraordinary gains for such person during such period.
  
“EBIT Coverage Ratio” means, with respect to any period, the ratio of (i) EBIT for such period to (ii) the aggregate amount of Interest Expense for such period.
“Interest Expense” means, for any period, without duplication, the total consolidated interest expense of [Party B][Party B’s Credit Support Provider] including (i) interest expense attributable to capital leases, (ii) amortization of indebtedness discount and indebtedness issuance costs (including any original issue discount attributable to any issuance of equity securities and indebtedness securities), (iii) capitalized interest, (iv) non-cash interest payments, (v) commissions, discounts and other fees and charges owed with respect to letters of credit and bankers’ acceptance financing, (vi) net cash costs under interest rate protection agreements (including amortization of fees), and (vii) consolidated interest actually paid by Party B [Party B’s Credit Support Provider] under any guarantee of indebtedness or other obligations of any other person.]

NOTE:	For EBIDTA or EBIT, in addition to the definitions above, add our standard definition for “Net Income”
  
“Funded Debt” means consolidated indebtedness of [Party B] [Party B’s Credit Support Provider] which by its terms matures more than one year from the date as of which any calculation of Funded Debt is made.

“GAAP” means generally accepted accounting principles that are generally accepted in the country in which the applicable party is organized and on a basis consistent with prior periods.

“Goodwill” means the residual of purchase price over the fair market value of all specific assets net of specific liabilities.  [Note:  when you use “Goodwill”, in the definition of “Net Worth” you need to change “(exclusive of intangible assets")” to “(exclusive of Goodwill)”]

“Moody’s” means Moody’s Investors Service, Inc. or its successor.

“Net Income” means consolidated gross revenues of [Party B] [Party B’s Credit Support Provider] and other proper income credits, less all proper income charges, including taxes on income, all determined in accordance with GAAP.

“Net Worth” means consolidated total assets of [Party B] [Party B’s Credit Support Provider] (exclusive of intangible assets), minus the consolidated total liabilities of [Party B] [Party B’s Credit Support Provider], each as would be reflected on a consolidated balance sheet of [Party B] [Party B’s Credit Support Provider] prepared in accordance with GAAP.

“PV15 of PDP” shall mean the present value worth before income taxes discounted at a rate of 15% of Party B’s proved developed producing reserves as indicated in the most recent Engineering Report furnished to Party A. 

“S&P” means the Standard & Poor’s Rating Group (a division of McGraw-Hill, Inc.) or its successor.

“Total Debt” means consolidated indebtedness of [Party B] [Party B’s Credit Support Provider].

Additional Event of Default for Change in Ownership

(__)	in the case of Party B, if _____________ ceases to own directly or indirectly, fifty-one percent (51%) or more of the outstanding capital stock or other equity interests of Party B having ordinary voting power.


