

Paragraph 13.  Elections and Variables

(a)	Security Interest for “Obligations”.  The term “Obligations” as used in this Annex includes the following additional obligations:

With respect to Party A:	None	

With respect to Party B:	None

(b)	Credit Support Obligations.

(i) Delivery Amount, Return Amount and Credit Support Amount.

(A) “Delivery Amount” has the meaning specified in Paragraph 3(a)

(B) “Return Amount” has the meaning specified in Paragraph 3(b)

(C) “Credit Support Amount” has the meaning specified in Paragraph 3

(ii) Eligible Collateral.  The following items will qualify as “Eligible Collateral” for the party specified:

	
	
	Party A
	Party B
	Valuation
Percentage

	(A)
	Cash
	[ x ]
	[ x ]
	100%

	(B)
	negotiable debt obligations issued by the U.S. Treasury Department
	[ x ]
	[ x ]
	100%

	(C)
	other: 	
	[   ]
	[   ]
	[   ]%



(iv) Thresholds.

(A)	“Independent Amount” means with respect to Party A:    None
“Independent Amount” means with respect to Party B:    None

(B)	“Threshold” means with respect to each of Party A and Party B, the amount set forth in the following table opposite the lowest Credit Rating of such party (or, if Party A has a Credit Support Provider, Party’s A’s Credit Support Provider):<Font|Times New Roman Regular>

	S&P Credit Rating*
	Moody’s Credit Rating*
	Threshold Amount

	AA- or higher
		Aa3 or higher
		$50,000,000

	A+, A, A-
		A1, A2, A3
		$30,000,000

	BBB+
		Baa1
		$20,000,000

	BBB
		Baa2
		$15,000,000

	BBB-
		Baa3
		$10,000,000

	lower than BBB- or unrated
		lower than Baa3 or unrated
		$0



*“Credit Rating” means the rating assigned to unsecured, senior, long-term indebtedness (not supported by third party	credit enhancement).
“S&P” means Standard and Poor’s Rating Services, a division of The McGraw Hill Companies, Inc., and its successors.
“Moody’s” means Moody’s Investor Services, Inc., and its successors.

(C)	“Minimum Transfer Amount” means with respect to Party A:   $250,000	“Minimum Transfer Amount” means with respect to Party B:   $250,000

(D)	Rounding.  The Delivery Amount and the Return Amount will be rounded down to the nearest integral multiple of $50,000.

(c)	Valuation and Timing.

(i) “Valuation Agent” means, for purposes of Paragraphs 3 and 5, the party making the demand under Paragraph 3, and, for purposes of Paragraph 6(d), the Secured Party receiving or deemed to receive the Distributions or the Interest Amount, as applicable

(ii) “Valuation Date” means each day that is a Local Business Day for both Party A and Party B and that is designated as a Valuation Date in a notice given by one party to the other pursuant to Paragraph 4(c).

(iii) “Valuation Time” means:

[   ]	the close of business in the city of the Valuation Agent on the Valuation Date or date of calculation, as applicable;

[ x ]	the close of business on the Local Business Day before the Valuation Date or date of calculation, as applicable;

provided that the calculations of Value and Exposure will be made as of approximately the same time on the same date.

(iv) “Notification Time” means [1:00] p.m., New York time, on a Local Business Day

(d)	Conditions Precedent and Secured Party's Rights and Remedies. There shall be no “Specified Condition” for either party.

(e)	Substitution.

(i) “Substitution Date” has the meaning specified in Paragraph 4(d)(ii)

(ii) Consent.  If specified here as applicable, then the Pledgor must obtain the Secured Party's consent for any substitution pursuant to Paragraph 4(d):  [applicable/inapplicable]

(f)	Dispute Resolution.

(i) “Resolution Time” means 1:00 p.m., New York time, on the Local Business Day following the date on which the notice is given that gives rise to a dispute under Paragraph 5

(ii) Value.  For the purpose of Paragraphs 5(i)(C) and 5(ii), the Value of Posted Credit Support will be calculated as follows: If the dispute relates to the value of a security, the Valuation Agent will use the arithmetic mean of the mid-market prices for the security obtained by it from Reference Dealers selected by it as provided in the penultimate sentence of Section 4.14 of the 2000 Definitions.  For these purposes, “Reference Dealers” means three leading dealers in the principal market for the relevant security, unaffiliated with either party and agreed upon by the parties.

(iii) Alternative.  The provisions of Paragraph 5 will apply except that if the relevant demand is made after the Notification Time, Transfer of the undisputed amount will be due on the second Local Business Day after the date of demand.

(g)	Holding and Using Posted Collateral.

(i) Eligibility to Hold Posted Collateral; Custodians.  Party A and its Custodian will be entitled to hold Posted Collateral pursuant to Paragraph 6(b); provided that the following conditions applicable to it are satisfied:

(1) Party A is not a Defaulting Party.

(2) Posted Collateral may be held only in the following jurisdictions: New York

Initially, the Custodian for Party A is  . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Party B and its Custodian will be entitled to hold Posted Collateral pursuant to Paragraph 6(b); provided that the following conditions applicable to it are satisfied:

(1) Party B is not a Defaulting Party.

(2) Posted Collateral may be held only in the following jurisdictions: New York

Initially, the Custodian for Party B is  . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(ii) Use of Posted Collateral.  The provisions of Paragraph 6(c) will apply

(h)	Distributions and Interest Amount.

(i) Interest Rate.  The “Interest Rate” for any day will be the rate for deposits in U.S. Dollars for the shortest period which appears on the Telerate Page 3750 as of 11:00 a.m., London time, on the day that is two London Banking Days preceding such day.  If such rate does not appear on the Telerate Page 3750, the rate for such day will be determined as if the parties had specified “USD-LIBOR-Reference Banks” as the applicable Interest Rate, with references to “Reset Date” replaced by references to such day, references to “Designated Maturity” replaced by references to the shortest available maturity and references to “Reference Banks” replaced by references to The Chase Manhattan Bank and its successors or any other bank acceptable to the parties.  For the avoidance of doubt, interest will be computed on a daily, compounded basis. 

(ii) Transfer of Interest Amount.  The Transfer of the Interest Amount will be made on the last Local Business Day of each calendar month and on any Local Business Day that Posted Collateral in the form of Cash is Transferred to the Pledgor pursuant to Paragraph 3(b) 

(iii) Alternative to Interest Amount.  The provisions of Paragraph 6(d)(ii) will apply

(i)	Additional Representation(s).  None

(j)	Other Eligible Support and Other Posted Support.

(i) “Value” with respect to Other Eligible Support and Other Posted Support means: Not Applicable

(ii) “Transfer” with respect to Other Eligible Support and Other Posted Support means: Not Applicable

(k)	Demands and Notices.

All demands, specifications and notices under this Annex will be made pursuant to the Notices Section of this Agreement

(l)	Addresses for Transfers.

Party A:	

	

Party B: JPMorgan Chase, ABA #021000021, account name: International Paper Company, account number: 0361046469

(m)	Other Provisions. None.
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