POWER PURCHASE AGREEMENT
(1999 DELIVERY POINTS)

THIS POWER PURCHASE AGREEMENT, dated effective ___________, 1999 (the “Effective Date”), is by and between EGC 1999 Holding Company, L.P., a Delaware limited partnership (“Seller”), and Enron Power Marketing, Inc., a Delaware corporation (“Buyer”).  Seller and Buyer are also referred to herein individually as a “Party” and collectively as the “Parties.”

Recital:


Seller desires to sell capacity, energy, and certain other services to Buyer at certain delivery points, and Buyer desires to buy capacity, energy, and certain other services from Seller at such delivery points, in the amounts, for the consideration, and on the other terms and conditions set forth herein.


NOW THEREFORE, the Parties agree as follows:

ARTICLE 1

DEFINITIONS AND INTERPRETATION


1.1
Definitions.  When used in this Agreement, the following terms shall have the meanings set forth below. Certain other capitalized terms are defined where they appear in this Agreement.

“Actual Monthly Deliverability Percentage” means, for all EDP’s in each Month, a percentage equal to (i) the aggregate Deliverable Quantity for the EDP’s in that Month less the aggregate Undelivered Quantity for the EDP’s in that Month divided by (ii) the aggregate Deliverable Quantity for the EDP’s in that Month.

“Affiliate” means any person that directly or indirectly Controls, is Controlled by, or is under common Control with the person or Party in question.

“Associated Gas” means, for each EDP, the quantity of Gas shown in the row “Associated Gas” in Exhibit A for that EDP.

“Auction Procedure” is defined in Section 4.4.  

“Base Electric Hourly Quantity” means, in respect of an EDP, for a particular Hour, the total net MW’s of Electricity deliverable by Seller hereunder at that EDP, in the amounts shown for that EDP in the row “Base Electric Hourly Quantity” in Exhibit A, as such amount may be revised under Section 2.3.  

“Billing Party” is defined in Section 8.1.  

“Btu” means the amount of energy required to raise the temperature of one pound of pure water one (1) degree Fahrenheit from 59 degrees Fahrenheit (59° F) to 60 degrees Fahrenheit (60° F).

“Business Day” means a day on which Federal Reserve member banks in New York City are open for business, and a Business Day shall open at 8:00 a.m. and close at 5:00 p.m. local time for each Party’s principal place of business.

“Claiming Party” is defined in the definition of the term Force Majeure Event.

“Claims” means all claims or actions, threatened or filed and whether groundless, false or fraudulent, that directly or indirectly relate to the subject matter of an indemnity, and the resulting losses, damages, expenses, attorneys’ fees and court costs, whether incurred by settlement or otherwise, and whether such claims or actions are threatened or filed prior to or after the termination of this Agreement.

“Contract Term” is defined in Section 2.1.

“Contract Year” means, for each EDP, the period beginning on the PPA Start Date for that EDP and ending on December 31, 1999 and each calendar year thereafter in the Contract Term.

“Control” means the ownership, directly or indirectly, of fifty percent (50%) or more of the outstanding voting securities of an entity or the power or authority, through the ownership of voting securities, by contract or otherwise, to direct the management, activities, or policies of the entity.

“Costs” is defined in Section 7.2.

“CPI” means the Consumer Price Index as shown in [__________].

“CPT” means prevailing local time in the Central time zone.

“Damage Multiplier” means, for the Winter Months, 1.0, for the Shoulder Months, 1.0, for the Month of March, 0, and for the Summer Months, 5.0.

“Day” means the twenty-four (24) Hour period from 00:00:01 a.m. to 24:00:00 p.m. CPT.

“Defaulting Party” is defined in Section 7.1.

“Deliverable Quantity” means, for each EDP in a Month, (i) the sum of the Electric Hourly Quantity for that EDP for each On Peak Hour in that Month less (ii) the quantity of Electricity (in MWh’s) not delivered by Seller to that EDP during the On Peak Hours in that Month due to (a) the occurrence of a Force Majeure Event preventing the delivery by Seller of Electricity to that EDP and (b) Buyer’s failure to deliver Gas in the amounts required hereunder at the GDP for that EDP in that Month, as provided in Sections 3.3(b) and 3.3(c).

“Delivery Term” is defined in Section 2.2.

“Demand Charge” means, for each EDP, the amount to be paid by Buyer to Seller for each Month of the Delivery Term for the right to receive the Electricity at that EDP, which shall be equal to the Demand Charge Rate shown in Exhibit A for that EDP multiplied by the Base Electric Hourly Quantity for that EDP.

“Dispatch” means the dispatch of Electricity at an EDP.

“Dispatch Notice” means a notice in the form as set forth on Exhibit E delivered to Seller by or on behalf of Buyer directing the Dispatch of Electricity to an EDP.

“Early Termination Date” is defined in Section 7.2.

“Early Termination Payment” is defined in Section 7.2.

“EDP Block” means, for each EDP, the distinct increments or blocks of Electricity (in MW/hr) that Buyer Dispatches from that EDP. 

“EDP Block Charge” means, for each EDP, the block charge shown in Exhibit A for that EDP which shall be payable by Buyer for each EDP Block Dispatched by and delivered to Buyer in a Day that does not immediately follow a prior Dispatch of an EDP Block for that EDP on that Day.

“EDP’s” means the points at which Seller delivers, or causes to be delivered, the Electricity to Buyer, and which are identified as EDP No. 1, EDP No. 2, EDP No. 3, and EDP No. 4 in Exhibit A and Exhibit B.
“Effective Date” is defined in the preamble hereto.

“Electric Hourly Quantity” means, in respect of an EDP, the Base Electric Hourly Quantity for that EDP as such amount is adjusted and corrected for ambient air temperature and other conditions at each EDP as shown in Exhibit A-1.

“Electricity” means firm electric energy meeting the character and quality required at each EDP, capacity, and automatic generating control, operating reserves, replacement reserves, voltage support, reactive power, and black starts, and any and all similar or related services capable of being provided from time to time by Seller, to the extent commonly sold or salable (or used or usable) in the electric power generation or transmission industry from time to time.

“Electric Metering Equipment” means electric meters and associated equipment including metering transformers and meters for measuring instantaneous demand (in KW), energy usage (in KWh’s), and reactive volt-ampere hours, including check meters, if any, used in determining the amount of Electricity delivered by Seller at the EDP’s, but shall not include any check meters that Buyer may install, own, and maintain.

“Encumbrance” means any mortgage, lien, pledge, encumbrance, security interest, claim, charge, defect in title, or other restriction of any nature whatsoever.

“Energy Charge” means, for each EDP, the amount to be paid by Buyer to Seller for each MWh of Electricity Dispatched by and delivered to Buyer at that EDP, determined as set forth on Exhibit A.

“Enron” means Enron Corp., an Oregon corporation and the indirect parent corporation of Buyer.

“Enron Guaranty” means that certain guaranty agreement of Enron substantially in the form and to the effect of Exhibit C.

“Event of Default” is defined in Section 7.1.

“Excess Gas” is defined in Section 3.3.  

“Excess Gas Costs” is defined in Section 3.3.  

“Extended Fixed Price Period” is defined in Section 4.2.  

“Facility” means:  (i) for EDP No. 1, _______ turbines at Seller’s power generation facility in Brownsville, Tennessee; (ii) for EDP No. 2 __________ turbines at Seller’s power generation facility in Brownsville, Tennessee; (iii) for EDP No. 3, Seller’s power generation facility in Caledonia, Missippi; and (iv) for EDP No. 4, Seller’s power generation source in New Albany, Mississippi.

“FERC” shall mean the Federal Energy Regulatory Commission or any successor entity thereto.

“Fixed Price Period” means, for each EDP, the period beginning on the PPA Start Date for that EDP and ending at midnight, CPT, on May 31, 2003.  

“Fixed Price Period Charges” is defined in Section 4.1.  

“Force Majeure Event” means any of the following events occurring during the Delivery Term to the extent the event (i) was not anticipated as of the Effective Date by the Party affected by the Force Majeure Event (the “Claiming Party”), (ii) is not within the reasonable control of the Claiming Party, (iii) was not due to the negligence of the Claiming Party, and (iv) can not be overcome by the Claiming Party (a) by the exercise of due diligence and Good Engineering and Operating Practices or (b) by obtaining a commercially reasonable substitute for such event: acts of God; flood; fire; lightning; explosion; civil disturbance; force majeure events affecting or resulting in the curtailment of firm transportation or transmission service by a Gas Transporter or a Transmission Provider that affect the delivery of Gas or Electricity; sabotage; action or restraint by court order or public or Governmental Authority (so long as the Claiming Party has not applied for or assisted in the application for, and has opposed where and to the extent reasonable, such government action). Force Majeure Events shall not include (a) a change in market conditions or governmental action which affects the cost of Buyer’s supply of Gas or Buyer’s ability economically to use Electricity purchased hereunder or which affects Seller’s cost of delivering Electricity, (b) any event relating to or arising from any labor dispute or labor or material shortages, or (c) any event that was caused by the Claiming Party’s failure to comply with any applicable law, rule, regulation, order, or ordinance.  

“GAAP” means generally accepted accounting principles as in effect in the United States of America from time to time.

“Gains” is defined in Section 7.2.

“Gas” means natural gas that meets or exceeds the quality specifications of Buyer’s Gas Transporter for each of the GDP’s, as applicable.

“Gas Metering Equipment” means Gas meters and associated equipment, including check meters, if any, used in determining the amount of Gas delivered to a GDP, but shall not include any check meters that Buyer may install, own, and maintain.

“Gas Transporter” means any entity transporting natural gas on behalf of Buyer or Seller to or from a GDP.

“GDP’s” means the points at which Buyer delivers, or causes to be delivered, Gas to Seller, and which are identified as GDP No. 1, GDP No. 2, GDP No. 3, and GDP No. 4 in Exhibit A and Exhibit B.

“Good Engineering and Operating Practices” means the practices, methods, and acts generally engaged in or approved by a significant portion of the electric power industry in the United States for similarly situated facilities in the United States during a particular time period, or any of such practices, methods and acts, which, in the exercise of reasonable judgment in light of the facts known or that reasonably should be known at the time a decision is made, would be expected to accomplish the desired result in a manner consistent with law, regulation, reliability, safety, environmental protection, economy and expedition, and taking into consideration the requirements of this Agreement.  Good Engineering and Operating Practices are not intended to be limited to the optimum practices, methods or acts, to the exclusion of all others, but rather to include a spectrum of possible practices, methods, or acts generally acceptable in the region during the relevant period in light of the circumstances.

“Governmental Authority” means any federal, state, local, or municipal governmental body, any governmental, regulatory, or administrative agency, commission, body, or other authority exercising or entitled to exercise any administrative, executive, judicial, legislative, policy, regulatory or taxing authority or power, or any court or governmental tribunal. 

“Guaranteed Deliverability Percentage” means, for the EDP’s collectively, (i) for the Summer Months and Winter Months, 97%, (ii) for the Shoulder Months, 87%, and (iii) for the Month of March, 0%. 

“HE” means hour ending.

“Heat Rate” means, for each EDP, the ratio of Btu’s of Gas consumed to kWh’s of electric energy produced shown in Exhibit A for that EDP, as such ratio may be revised under Section 2.3. 

“Hour” or “hour” means sixty (60) minute intervals in each Day, as generally used and understood in the electric power industry. 

“Interest Rate” means, for any date, the lesser of (i) two percent (2%) plus the prime lending rate as may from time to time be published in The Wall Street Journal under “Money Rates” and (ii) the maximum lawful rate from time to time permitted by applicable law.

“ISO” means an independent system operator or any successor to the functions thereof.

“kW” means kilowatt.

“kWh” means kilowatt-hour.

“Losses” is defined in Section 7.2.

“Market Index” means, for each EDP, an index or indices published at least Monthly showing or referencing a Market Price for that EDP.

“Market Price” means, for each EDP, the market price or prices that would likely be agreed upon by a willing buyer and a willing seller, each of whom is fully informed of all relevant facts and circumstances and neither of whom is under any compulsion to buy nor compulsion to sell, for the right to receive Electricity at the EDP in the manner and subject to the limitations provided in this Agreement.  

“Market Price Period” means the period beginning at 00:00:01 a.m., CPT, on the first Day after the end of the Fixed Price Period or the Extended Fixed Price Period, as the case may be, and continuing until midnight, CPT, on the last Day of the Delivery Term.

“Marketing Fee” is defined in Section 4.6.  

“Maximum Callable Hours” means, for each EDP, the maximum number of Hours that Buyer may Dispatch Electricity from each such EDP in any Contract Year, as shown in the row “Maximum Callable Hours” in Exhibit A, as such number may be increased from time to time under Section 3.2(e), but not to exceed in any Contract Year for that EDP the maximum number of Hours permitted by applicable laws, rules, and regulations.

“MMBtu” means one million (1,000,000) Btu’s.

“Month” or “month” means the period beginning at 00:00:01 a.m., CPT, on the first Day of each calendar month and ending at the same time on the first Day of the next succeeding calendar month.

“Monthly On Peak Hours” means, for any Month, the aggregate whole number of On Peak Hours in that Month.

“MW” means megawatt.

“MWh” means megawatt-hour.

“NERC” means the North American Electric Reliability Council, or any successor thereto with the same or similar responsibilities.

“New Taxes” means (a) any Taxes enacted and effective after the Effective Date, including, without limitation, that portion of any Taxes or new Taxes that constitutes an increase over Taxes in effect on the Effective Date or (b) any law, order, rule or regulation, or interpretation thereof, enacted and effective after the Effective Date resulting in the application of any Taxes to a new or different class of parties.

“Non-Defaulting Party” is defined in Section 7.1.

“Notice” is defined in Article 12.

“Notifying Party” is defined in Section 5.8.

“On Peak Buyer Damages” is defined in Section 3.5.  

“On Peak Deliverability Bonus” is defined in Section 3.5.

“On Peak Deliverability Damages” is defined in Section 3.5.

“On Peak Hours” means HE 0700 CPT to HE 2200 CPT for any Day excluding NERC or SERC approved holidays, but if the foregoing hours are changed by NERC, SERC, or any reliability council, ISO, or RTO having jurisdiction over the EDP, then this definition shall be conformed to be consistent with such changes.

“Parties” is defined in the preamble hereto.

“PPA Start Date” means, for each EDP, the date shown in Exhibit A for that EDP, as such date may be revised under Section 2.3.

“RTO” means regional transmission operator or any successor to the functions thereof.

“SERC” means the Southeast Electric Reliability Council, or any successor thereto with the same or similar responsibilities.

“Shoulder Months” means the Months of April, October, and November.

“Summer Months” means the Months of May, June, July, August, and September.

“Taxes” means any and all ad valorem, property, occupation, severance, generation, first use, conservation, Btu or energy, transmission, utility, gross receipts, privilege, sales, use, consumption, excise, lease, transaction, and other taxes, governmental charges, licenses, fees, permits and assessments, or increases therein, other than New Taxes or taxes based on net income or net worth.

“Third Party Sale Notice” means the notice provided for in Section 4.4 in the form as set forth on Exhibit E.

“Transmission Provider” means any entity transmitting Electricity on behalf of Seller or Buyer to or from the EDP’s.

“Undelivered Quantity” means, for each Month, (i) the aggregate Electricity Dispatched by Buyer in the On Peak Hours in that Month for the EDP’s less (ii) the aggregate quantity of Electricity Dispatched by Buyer and actually delivered by Seller in the On Peak Hours in that Month for the EDP’s.

“Winter Months” means the Months of December, January, and February.


1.2
Rules of Construction.  The following rules of construction shall be followed when interpreting this Agreement:

(i)
titles and headings are inserted for convenience only and shall not be used for the purposes of construing or interpreting this Agreement; 

(ii)
words importing the singular also include the plural and vice versa;  

(iii)
references to natural persons or parties includes firms, corporations, or any other entity having legal capacity;  

(iv)
words importing one gender include the other gender;  

(v)
the word “include” and “including” are not words of limitation and shall be deemed to be followed by the words “without limitation;” 

(vi)
all references contained herein to contracts, agreements, or other documents shall be deemed to mean such contracts, agreements or documents, as the same may be modified, supplemented, or amended from time-to-time; and  

(vii)
words and abbreviations not defined in this Agreement which have well-known technical or design, engineering, or construction industry meanings are used in this Agreement in accordance with such recognized meanings.

ARTICLE 2

TERM AND RENEWAL

2.1
Contract Term.  The term of this Agreement (the “Contract Term”) shall commence on the Effective Date and shall continue until 23:59:59 CPT on December 31, 2019.

2.2
Delivery Term.  The purchase and sale of the Electricity hereunder shall commence for each EDP at 00:00:01 CPT on the PPA Start Date for that EDP, and continue until 23:59:59 CPT on December 31, 2019 (the “Delivery Term”).

2.3
Change in Certain Terms.  The Parties agree that certain terms in this Agreement shall be amended and revised for each EDP as of the PPA Start Date for that EDP without further action of the Parties, as follows:  

(i)
the Base Electric Hourly Quantity and the Heat Rate for each EDP shall each be revised hereunder to equal the actual maximum dependable capacity and heat rate demonstrated in the final performance tests conducted for the Facility for that EDP;

(ii)
the PPA Start Date for each EDP shall be revised to be the date on which the Facility for that EDP begins commercial operation, but in no event later than the date shown in Exhibit A for that EDP;

(iii) the Demand Charge for each EDP shall be revised to equal the Demand Charge Rate shown in Exhibit A for that EDP multiplied by the final Base Electric Hourly Quantity demonstrated in the final performance tests for the Facility for that EDP; and

(iv)
the Maximum Callable Hours for each EDP shall be revised to equal the maximum number of operating Hours permitted each calendar year by applicable laws, rules, and regulations for the Facility for that EDP as demonstrated in the final performance tests for that Facility.

ARTICLE 3

PURCHASE AND SALE OF ENERGY AND GAS SUPPLY

3.1
Purchase and Sale of Electricity.  Subject to the terms and conditions herein, during the Delivery Term, Seller shall sell and make available to Buyer, and Buyer shall purchase and receive, firm quantities of Electricity at each EDP in the amounts Dispatched by Buyer as provided herein, not to exceed in any Hour the Electric Hourly Quantity at each such EDP.

3.2
Dispatch and Delivery of Electricity.  
(a) 
Quantity.  Buyer shall have the right, but not the obligation, to Dispatch and receive Electricity from each EDP during any of the On Peak Hours up to a maximum hourly quantity equal to the Electric Hourly Quantity for that EDP and on the other terms provided herein.  Seller shall not at any time deliver to an EDP more Electricity than the quantity Dispatched by Buyer for that EDP.

(b) 
Dispatch Notice.  Buyer shall provide Seller with advance Notice of at least the time shown in Exhibit A for each EDP before each period in which it will require Electricity at that EDP.  Each Dispatch Notice shall be in the form set forth in Exhibit E.  A Dispatch Notice shall be effective until the delivery of a subsequent Dispatch Notice.

(c) 
Block Size.  Each Dispatch of an EDP by Buyer shall be in a quantity equal to at least the minimum block size shown in Exhibit A for that EDP or in any quantity greater than such minimum block size for such EDP up to the Electric Hourly Quantity in any Hour for that EDP.

(d) 
Dispatch Period.  Each Dispatch by Buyer of an EDP shall be during the On Peak Hours only and shall be for a period of at least four (4) consecutive Hours (or less if mutually agreed to by the Parties) starting with a beginning requested Dispatch time (which may be at the beginning of the Hour or any fifteen (15) minute interval thereafter) and concluding with an ending requested Dispatch time (which may be at the beginning of any Hour or any fifteen (15) minute interval thereafter).

(e) 
Maximum Dispatchable Hours.  Buyer may not Dispatch any EDP in any Contract Year more than the Maximum Callable Hours for that EDP.  Buyer shall from time to time in the Contract Term have the right to increase the Maximum Callable Hours for an EDP if applicable laws, rules, and regulations for Seller’s Facility for that EDP permit or allow Seller to deliver Electricity during additional Hours in any Contract Year.  Such an increase shall be evidenced in a writing signed by both Parties.  

(f) 
Unavailability Notice.  Seller shall provide Notice to Buyer as soon as possible but not later than fifteen minutes after learning of an event or circumstance, including a Force Majeure Event, which could be reasonably likely to cause the performance of Seller hereunder to vary in any material respect.  Unless Seller provides such Notice, the availability of Electricity at an EDP for all On Peak Hours in each such Day shall be deemed for all purposes hereunder to be one hundred percent (100%) of the Electric Hourly Quantity at that EDP.  As soon as Seller discovers the extent to which Seller’s performance will be affected by such event, Seller shall again provide Notice to Buyer stating the extent to which Seller will be unable to perform hereunder and the duration of such nonperformance.  

(g) 
Compliance.  Anything to the contrary herein notwithstanding, Buyer shall at all times during the Delivery Term, in connection with the exercise of its rights and performance of its obligations under this Agreement, Dispatch each EDP and otherwise comply with the valid directives of any Governmental Authority or, if applicable, an ISO or RTO pursuant to its tariff. Anything to the contrary herein notwithstanding, Seller shall at all times during the Delivery Term perform its obligations under this Agreement in accordance with the valid directives of NERC, SERC, any Governmental Authority or, if applicable, an ISO or RTO pursuant to its tariff. 

3.3
Gas Quantity.  

(a) 
GDP Blocks.  Exhibit A sets forth the GDP Block amounts for each GDP.  
(b) 
Delivery of Gas.  In any Hour during which Seller is delivering the Electricity that has been Dispatched by Buyer to an EDP, Buyer shall deliver to Seller at the corresponding GDP (i) for each Dispatch of an EDP Block on a Day that does not immediately follow a prior Dispatch of an EDP Block in that Day for that EDP, the Associated Gas for that EDP and (ii) for all Dispatches of Electricity at an EDP, a quantity of Gas (in MMBtu’s) equal to (x) the quantity of Electricity requested by Buyer at an EDP in that Hour multiplied by (y) the Heat Rate for that EDP.  

(c) 
Delivery Deficiency.  If Buyer delivers, or causes to be delivered, less than the quantity of Gas required in any Hour at an EDP under Section 3.3(b) above, then Seller’s obligation to deliver Electricity hereunder in that Hour shall be reduced to equal (i) the quantity of Gas (in MMBtu’s) actually delivered, or caused to be delivered, by Buyer at that EDP in that Hour divided by (ii) the Heat Rate for that EDP.  

(d) 
Excess Gas.  If Seller consumes or requires Gas at a GDP in any Hour in excess of the quantity required to be provided by Buyer under Section 3.3(b) above for that Hour (“Excess Gas”), Buyer shall, at Seller’s request, provide such Excess Gas to Seller at the GDP in that Hour.  Seller shall reimburse Buyer for such Excess Gas at a market price plus applicable transportation costs to deliver Excess Gas to the GDP and other costs reasonably incurred by Buyer to provide such Excess Gas, including imbalance charges and other similar penalties incurred by Buyer if Seller fails to provide sufficient Notice to Buyer that Seller will take such Excess Gas (collectively, “Excess Gas Costs”).  The Parties from time to time shall agree upon a published index for each GDP to establish the market price for Excess Gas and Excess Gas Costs at that GDP.

3.4
Delivery Obligations.  

(a) 
Delivery Points.  The Electricity shall be delivered, or caused to be delivered, by Seller to the EDP’s requested by Buyer.  Gas shall be delivered, or cause to be delivered, by Buyer to the GDP’s corresponding to the EDP’s requested by Buyer.
(b) 
Electricity Transmission Obligations of Parties.  Seller shall be responsible for (a) all costs, penalties, and charges imposed on, associated with, or resulting from the delivery of the Electricity up to and at each EDP, including inadvertent energy flows and transmission losses and loss charges relating to the transmission of the Electricity up to and at such EDP, and (b) arranging at Seller’s sole expense with any Transmission Provider to deliver the Electricity to such EDP.  Buyer shall be responsible for (x) all costs, penalties and charges imposed on, associated with or resulting from the transmission of the Electricity, including inadvertent energy flows, transmission losses, and loss charges relating to the transmission of the Electricity, after the EDP, and (y) for arranging at Buyer’s sole expense with Transmission Providers to deliver the Electricity to any points beyond the EDP.  
(c) 
Gas Transportation Obligations of Parties.  Buyer shall be responsible for (a) all costs, penalties, and charges imposed on, associated with, or resulting from the delivery of Gas up to and at each GDP, and (b) arranging at Buyer’s sole expense with any Gas Transporter to deliver Gas to such GDP.  Seller shall be responsible for (x) all costs, penalties, and charges imposed on, associated with, or resulting from the transmission of Gas after the GDP, and (y) for arranging at Seller’s sole expense with any Gas Transporters to deliver Gas from the GDP to any points beyond the GDP.
(d) 
Risk of Loss and Indemnity.  As between the Parties, Seller shall be deemed to be in exclusive control (and responsible for any damages or injury caused thereby) of Gas at the GDP and the Electricity prior to and at the EDP, and Buyer shall be deemed to be in exclusive control (and responsible for any damages or injury caused thereby) of Gas prior to the GDP and the Electricity after the EDP.  Buyer covenants that it will deliver to the Seller Gas free and clear of all Claims and Encumbrances arising prior to or at the GDP.  Seller covenants that it will deliver to Buyer the Electricity free and clear of all Claims and Encumbrances arising prior to or at the EDP’s.  Title to and risk of loss related to the Electricity shall transfer from Seller to Buyer at the EDP.  Title to and risk of loss related to Gas shall transfer from Buyer to Seller at the GDP.  Seller and Buyer shall each indemnify, defend, and hold harmless the other Party (including its directors, officers, agents, employees and shareholders) from any Claims arising from any act or incident occurring when risk of loss to Gas or the Electricity is in the control of the indemnifying Party except to the extent the Claim arose out of or is the result of the indemnified Party’s gross negligence or willful misconduct. 

3.5
Deliverability Payments.  

(a) 
Payments.  Seller shall pay Buyer each Month all amounts due for the prior Month in respect of the On Peak Deliverability Damages.  Buyer shall pay Seller each Month all amounts due for the prior Month in respect of the On Peak Deliverability Bonuses and the On Peak Buyer Damages.  

(b) 
On Peak Deliverability Damages.  The “On Peak Deliverability Damages,” for any Month, shall be equal to (i) in the Fixed Price Period, the Damage Multiplier for that Month times the product of (a) the percentage by which the Guaranteed Deliverability Percentage for that Month exceeds the Actual Monthly Deliverability Percentage for that Month and (b) the aggregate Demand Charges for all EDP’s in that Month and (ii) in the Market Price Period, the amounts determined under Article 4.  

(c) 
On Peak Deliverability Bonus.  The “On Peak Deliverability Bonus,” for any Month, shall be equal to (i) in the Fixed Price Period, the product of (a) the percentage, if any, by which the Actual Monthly Deliverability Percentage exceeds the Guaranteed Deliverability Percentage for that Month and (b) the aggregate Demand Charges for all EDP’s in that Month and (ii) in the Market Price Period, the amounts determined under Article 4.

(d)
On Peak Buyer Damages.  If (i) Buyer requests Electricity in any On Peak Hour at an EDP, (ii) Seller delivers such Electricity to that EDP, and (iii) Buyer, other than as a result of a Force Majeure Event, fails to take such Electricity at that EDP, Buyer shall pay Seller the amount, if any (“On Peak Buyer Damages”), by which (x) the penalties and charges incurred by Seller for Buyer’s failure to take such Electricity exceed (y) the amounts received by Seller, acting in a commercially reasonable manner, from reselling such Electricity not taken by Buyer.  

ARTICLE 4

CONTRACT PRICE
4.1
Fixed Price Period Charges.  


(a)
Monthly Charges.  Each Month during the Fixed Price Period, Buyer shall pay Seller the sum of the following charges for that Month:  

(i)
the aggregate Demand Charges for the EDP’s for such Month; and

(ii)
an amount, for each EDP, equal to the product of (i) the Energy Charge for that EDP and (ii) the actual Electricity Dispatched by and delivered to Buyer at that EDP for such Month.

(b)
Annual Charges.  Each Contract Year or partial Contract Year during the Fixed Price Period, Buyer shall pay Seller for each EDP (i) for the first one hundred (100) Dispatches in that Contract Year that result in an EDP Block Charge for that EDP, the aggregate amount of such EDP Block Charges and (ii) for all Dispatches thereafter that result in an EDP Block Charge for that EDP, ___% of the aggregate amount of such EDP Block Charges.

4.2
Extension of Fixed Price Period.  No earlier than twelve (12) Months and no later than ninety (90) days prior to the end of the Fixed Price Period, Buyer shall have the right to extend the Fixed Price Period through the end of the Contract Term (the “Extended Fixed Price Period”) by giving written Notice to Seller.  If Buyer elects to extend the Fixed Price Period, the Demand Charges payable by Buyer each Month in the Extended Fixed Price Period beginning for the Month of June 2003 for each EDP shall be the charges shown in Exhibit G for that EDP multiplied by the Base Electric Hourly Quantity for that EDP.  The Energy Charge, the EDP Block Charges, and the other payment terms of the Fixed Price Period shall remain the same and shall continue to be payable by Buyer as provided herein.  If Buyer elects to extend the Fixed Price Period as provided herein, Buyer shall have the right to terminate the Extended Fixed Price Period by giving Notice to Seller (i) on or before May 31, 2006, with such termination effective as of midnight, CPT, on May 31, 2007, or (ii) if not terminated under clause (i), on or before May 31, 2011, with such termination effective as of midnight on May 31, 2012.

4.3
Market Price Period.  At any time during the Market Price Period, when a Market Index becomes available for Electricity or any component of Electricity at an EDP that is mutually acceptable to Buyer and Seller, then the price or prices reflected in such Market Index for such Electricity at that EDP shall be the price paid by Buyer for such Electricity at such EDP.  If Buyer or Seller at any time and from time to time determine that such Market Index no longer reflects the Market Price for such Electricity at such EDP or if such Market Index ceases to be published, then either Buyer or Seller may give written notice to the other Party stating that the Market Index does not reflect the Market Price for such Electricity at that EDP or that such Market Index has ceased to be published (the “Non-Market Price Notice”).  Upon delivery of such Non-Market Price Notice, Buyer and Seller then shall attempt to agree upon a new Market Index that reflects the Market Price for such Electricity at that EDP.  If Buyer and Seller are unable to agree upon the initial Market Index or a new Market Index for such Electricity, then such Electricity delivered to that EDP shall be sold by Seller through the Auction Procedure described below.  During the period between the date of such Non-Market Price Notice and the date on which Buyer and Seller agree upon a new Market Index or complete the Auction Procedure for that EDP, Buyer shall continue to pay the Market Price based on the Market Index then in effect or most recently published, as the case may be.  At the same time as the Parties agree upon a Market Index for an EDP, the Parties shall reestablish the liquidated damages and bonuses, if any, to be paid by Seller and Buyer for not meeting or for exceeding their obligations to deliver and receive such Electricity.  Any agreement between the Parties to a Market Index, liquidated damages, and bonuses for an EDP shall be evidenced in a writing signed by both Parties.  

4.4
Auction Procedure.  

(a) 
Marketing Plan.  If Buyer and Seller fail to agree upon a Market Index for Electricity or any component of Electricity at an EDP by (i) six (6) Months prior to the end of the Fixed Price Term or the Extended Fixed Price Period or (ii) at any time thereafter, Seller shall direct Buyer (by Notice to Buyer) to auction and sell such Electricity available at that EDP to third parties in accordance with the procedures set forth in this Section 4.4 (the “Auction Procedure”).  Within sixty (60) Days of Seller’s Notice, Buyer shall develop and submit to Seller a written auction and marketing plan for that EDP.  The marketing plan shall include possible courses of action Seller may elect to take for that EDP, including the size and character of the blocks of Electricity to be auctioned, the price, and the possible terms of such sales, including bonuses and liquidated damages for failing to deliver or receive such Electricity.  Seller shall promptly Notify Buyer of the Electricity or any component thereof to be offered for sale and the terms of sale for such Electricity (the “Offered Blocks”).  
(b) 
Offer.  Buyer, as agent for Seller, shall offer for sale to third parties (excluding Buyer, Seller, or any of their Affiliates) such Offered Blocks on a day-to-day basis or into the forward markets for a term not to exceed five (5) years.  Such initial auction and offers shall be made in writing no later than ninety (90) Days prior to the end of the Fixed Price Period or the Extended Fixed Price Period, if applicable, or within ninety (90) Days of any time when Buyer and Seller fail to agree on a Market Index in the Market Price Period.  Copies of such offers, including all material terms and conditions, shall be delivered to Seller.  Responses to such offers must be received by Buyer in writing, as agent for Seller, within thirty (30) days after the issuance of such offers.  Such responses shall be promptly delivered by Buyer to Seller and a copy of all offers and responses may be retained by Buyer.
(c) 
Right of First Refusal.  Within thirty-five (35) Days after issuing each such offer, Seller shall provide to Buyer a written notice (each a “Third Party Sale Notice”) of each third party response which Seller intends to accept, including all terms and conditions of such response, a copy of any materials provided with such response, and the identity of each third party buyer.  Each Third Party Sale Notice shall include an irrevocable offer to sell seventy percent (70%) of the Offered Block or Offered Blocks covered by such Third Party Sale Notice to Buyer at the price and on the other terms and conditions set forth in the third party response.  Buyer shall have the right, in its sole discretion, at any time within twenty (20) days of receiving the Third Party Sale Notice, exercisable by delivery of written Notice to Seller, to elect to purchase up to seventy percent (70%) of such Offered Block or Offered Blocks covered by the Third Party Sale Notice at the same price and on the same terms and conditions as set forth in the Third Party Sale Notice (the “Purchased Blocks”), whereupon Seller shall sell the Purchased Blocks to Buyer on such terms and conditions.  

(d) 
Sale to Third Party.  Any Offered Block or Offered Blocks that Buyer does not agree to purchase may be sold by Seller to the third party buyer on the same terms and conditions as set forth in the Third Party Sale Notice.  Any Offered Block or Offered Blocks covered by the Third Party Sale Notice, which are not sold either to Buyer or, within sixty (60) days after the date of the Third Party Sale Notice to the third party buyer which offered to purchase same, shall again be subject to Buyer’s rights as provided in this Section 4.4.  

(e) 
Consultant Review.  Beginning two (2) years after the commencement of the Market Price Period, an independent consultant experienced in the power marketing business and engaged by Buyer shall review and comment on the Auction Procedure.  To the extent reasonably practicable to Buyer and Seller, the recommendations of the independent consultant shall be incorporated into the Auction Procedure.

4.5
Minimum Sales Quantity.  During the Market Price Period, Seller must sell a minimum of thirty percent (30%) of the Electricity available at each EDP to third parties (other than Buyer, Seller, and their respective Affiliates), either at the Market Price or through the Auction Procedure.  If requested by Seller, Buyer shall supply, or cause to be supplied, the Gas to the GDP corresponding to the EDP where Electricity is purchased by a third party.  Such Gas shall be sold and delivered, or caused to be sold and delivered, by Buyer, and purchased by such third party, at a mutually acceptable market price plus applicable transportation costs and other costs reasonably incurred to deliver such Gas, including applicable Taxes, to deliver such Gas to the GDP.

4.6
Marketing Fee.  For all Electricity sold by Seller to a any party other than Buyer or an Affiliate of Buyer at an EDP at the Market Price or through the Auction Procedure, Buyer shall be paid a marketing fee of $0.07 per KW of capacity per Month (the “Marketing Fee”).  The Marketing Fee shall be escalated by three percent (3%) on January 1, 2004 and on each January 1st thereafter in the Contract Term.

ARTICLE 5

METERING AND OPERATIONS

5.1
Electric Metering.  At all times during the Delivery Term, the Electricity delivered by Seller shall be metered at the EDP on an individual unit on-line (continuous) real-time basis.  Seller shall be responsible for the maintenance, testing, and calibration of the Electric Metering Equipment and the maintenance and testing of all electrical facilities and equipment, including any transmission equipment and related facilities, necessary to deliver Electricity at the EDP to the relevant electrical system.  Buyer shall have the right to receive data in electronic form in real time on a continuous basis from the EDP, and Seller shall undertake to install at the EDP one electric meter which is capable of providing such data to Buyer’s reasonable satisfaction. Seller shall bear all costs and expenses of installing, maintaining, and testing all Electric Metering Equipment.  Buyer shall bear the costs of the delivery to Buyer of data from such meters.

5.2
Gas Metering.  At all times during the Delivery Term, Gas delivered by Buyer to Seller shall be metered at the GDP, in all cases on a continuous real time basis.  Seller shall be responsible for the installation, maintenance, testing, and calibration of the Gas Metering Equipment (to the extent not otherwise installed, maintained, tested, and calibrated by Buyer).  Buyer shall have the right to receive data in electronic form in real time on a continuous basis from the GDP, and Seller shall undertake to install one Gas meter which is capable of providing such data to Buyer’s reasonable satisfaction.  Seller shall bear all costs and expenses of installing, maintaining and testing all Gas Metering Equipment.  Buyer shall bear the cost of the delivery to Buyer of data from such meters.

5.3
Check Meters.  Buyer may at its option and expense install and operate one or more check meters to check Seller’s meters.  Such check meters shall be for check purposes and shall not be used in the measurement of Gas or Electricity for the purposes of this Agreement.  The check meters shall be subject at all reasonable times to inspection and examination by Seller.  The installation and operation thereof shall, however, be done entirely by Buyer in accordance with good industry practices for check metering equipment.  Seller shall grant to Buyer at no cost or expense the right to install such check meters and the right to access such check meters at reasonable times as requested by Buyer if such check meters are located on Seller’s premises.  Seller shall provide such other assistance reasonably requested by Buyer from time to time to allow Buyer to install, maintain, and otherwise access such check meters.

5.4
Industry Standards.  All Electric Metering Equipment, whether owned by Seller or by a third party, shall be operated, maintained, and tested by or on behalf of Seller in accordance with Good Engineering and Operating Practices and all Gas Metering Equipment shall be operated, maintained, and tested by and on behalf of Seller in accordance with applicable industry standards.  All Electric Metering Equipment and Gas Metering Equipment shall be capable of delivering on-line readings to Seller’s control and management information systems and separately capable of remote dial-up access by Buyer.  

5.5
Access.  Each Party shall receive reasonable advance Notice with respect to, and shall have the right to be present at the time of, any installing, cleaning, changing, repairing, inspecting, testing, calibrating, or adjusting of Electric Metering Equipment and Gas Metering Equipment irrespective of whether such Electric Metering Equipment and Gas Metering Equipment is owned or operated by the Parties or by a third party.  The records from such Electric Metering Equipment and Gas Metering Equipment shall be the property of the Party which is the owner of such equipment, but upon reasonable advance Notice, such Party shall make available to any other Party all data, records, and charts relating to the Electric Metering Equipment and Gas Metering Equipment, together with calculations therefrom, for inspection and verification.

5.6 
Installations.  Any installations of Electric Metering Equipment and Gas Metering Equipment required pursuant to this Agreement shall be scheduled by Seller, with reasonable advance Notice of such installation to Buyer.  Any installations of check meters by Buyer shall be scheduled by Buyer, with reasonable advance Notice of such installation to Seller.

5.7
Calibration.  Seller, at its sole cost and expense, shall inspect and calibrate, or cause to be inspected and calibrated, all Electric Metering Equipment and Gas Metering Equipment periodically, but not less frequently than annually.  When any test of any Electric Metering Equipment shows a measurement error of more than one-quarter of one percent (1/4%) or any Gas Metering Equipment shows a measurement error of more than two percent (2%), correction shall be made first, for the period during which the measurement instruments were in error, by using the registration of Buyer’s check meter, if installed and registering accurately, second, if no check meter is installed and registering accurately, or if the period cannot be ascertained, correction shall be made for one-half (1/2) of the period elapsed since the last date of test, and third, the measuring instrument shall be adjusted immediately to measure accurately.

5.8
Records.  The Parties shall, for five (5) years or such longer period as may be required by any Governmental Authority or applicable ISO or RTO, each keep and maintain accurate and detailed records relating to the Hourly deliveries of Gas and the Electricity.  Such records shall be made available for inspection by the other Party during normal business hours upon reasonable Notice. If either Party (the “Notifying Party”) shall propose to discard any records theretofore required to be retained by this Section 5.8, it shall give notice to the other Party thereof and the other Party may within thirty (30) days elect to take possession of such records.  If the Party receiving a notice pursuant to this Section 5.8 does not respond with thirty (30) days, the Notifying Party may discard such records without any further obligation hereunder. 

5.9
Automatic Regulation.  Subject to being within normal original equipment manufacturer ramp rates for the equipment installed at each EDP, Seller agrees that (a) Seller shall at Buyer’s direction install (at Buyer’s sole expense) and thereafter operate each EDP with automatic generating control equipment to enable dynamic scheduling and (b) such automatic generating control equipment shall be capable of being controlled by Buyer from a location chosen by Buyer.

ARTICLE 6

REPRESENTATIONS AND WARRANTEES
6.1
Representations and Warranties.  As a material inducement to entering into this Agreement, each Party hereby represents and warrants to the other Party as of the Effective Date as follows:


(i)
it is duly organized, validly existing, and in good standing under the laws of the jurisdiction of its formation, and is qualified to conduct its business in those jurisdictions necessary to perform this Agreement;


(ii)
it has all regulatory authorizations necessary for it to legally perform its obligations under this Agreement;


(iii)
the execution, delivery, and performance of this Agreement are within its statutory and corporate powers, have been duly authorized by all necessary action, and do not violate any of the terms or conditions in its governing documents or any contract to which it is a party or any law, rule, regulation, order, writ, judgment, decree, or other legal or regulatory determination applicable to it;


(iv)
this Agreement constitutes the legal, valid, and binding obligation of such Party enforceable against it in accordance with its terms, subject to bankruptcy, insolvency, reorganization, and other laws affecting creditor’s rights generally, and with regard to equitable remedies, to the discretion of the court before which proceedings to obtain same may be pending;


(v)
there are no bankruptcy, insolvency, reorganization, receivership, or other arrangement proceedings pending or being contemplated by it, or to its knowledge threatened against it;


(vi)
there are no suits, proceedings, judgments, rulings, or orders by or before any court or any Governmental Authority that materially adversely affect its ability to perform this Agreement; and


(vii)
its performance under this Agreement will be in compliance in all material respects with all applicable federal, state, and local laws, regulations, ordinances, and orders.

6.2
No Other Representations and Warranties.  Each Party acknowledges that it has entered into this Agreement based solely upon the express representations and warranties set forth in this Agreement.

6.3
Remaking of Representations and Warranties.  Each Party covenants that it will cause its representations and warranties in Section 6.1 to remain true and correct throughout the Contract Term.

6.4
Financial Information.  Seller shall cause to be delivered as soon as available and (i) within one hundred twenty (120) days following the end of each fiscal year, a copy of the audited consolidated financial statements of Seller or its parent company for such fiscal year certified by independent certified public accountants and (ii) within sixty (60) days after the end of each of its first three fiscal quarters of each fiscal year, a copy of the quarterly report of containing unaudited consolidated financial statements for such fiscal quarter.  Buyer shall cause to be delivered as soon as available and (i) within one hundred twenty (120) days following the end of each fiscal year, a copy of the annual report of Enron Corp. containing audited consolidated financial statements for such fiscal year certified by independent certified public accountants and (ii) within sixty (60) days after the end of each of its first three fiscal quarters of each fiscal year, a copy of the quarterly report of Enron Corp. containing unaudited consolidated financial statements for such fiscal quarter.  In all cases the statements required under this Section 6.4 shall be for the most recent accounting period and prepared in accordance with GAAP.  If any such statements are not timely delivered due to a delay in preparation or certification, such delay shall not be considered a default so long as such Party diligently pursues the preparation, certification and delivery of the statements.

ARTICLE 7

EVENTS OF DEFAULT AND REMEDIES

7.1
Events of Default.  An “Event of Default” means, with respect to a Party alleged to have taken or been affected by any of the actions set forth below in this Section 7.1 (the “Defaulting Party”):


(i)
the failure by the Defaulting Party to make, when due and owing, any payment required under this Agreement if such failure is not remedied within five (5) Business Days after written notice of such failure is given to the Defaulting Party by the other Party (“Non-Defaulting Party”) and if such payment is not the subject of a good faith dispute as described in the billing and payment provisions under Article 8; or


(ii)
any representation or warranty made by the Defaulting Party in this Agreement shall prove to have been materially false or misleading in any material respect when made or ceases to remain true during the Contract Term; or


(iii)
the failure by the Defaulting Party to perform any material covenant or material agreement set forth in this Agreement (other than the events that are otherwise specifically covered in this Section 7.1 as a separate Event of Default), and such failure is not excused by the occurrence of a Force Majeure Event or cured within thirty (30) Business Days after written notice thereof to the Defaulting Party; or

(iv)
the occurrence of any of the following events: 

(A)
the Defaulting Party or its guarantor shall make an assignment or any general arrangement for the benefit of creditors; 
(B)
the Defaulting Party or its guarantor shall file a petition or otherwise commence, authorize, or acquiesce in the commencement of a proceeding or cause of action under any bankruptcy or similar law for the protection of creditors; 

(C)
the Defaulting Party or its guarantor shall otherwise become bankrupt or insolvent (however evidenced); or

(D)
the Defaulting Party or its guarantor shall be unable to pay its debts as they fall due; or


(v)
the guarantor of the Defaulting Party fails to perform any covenant set forth in the guaranty agreement it delivered in respect of this Agreement (if any), any representation or warranty made by such guarantor in such guaranty agreement shall prove to have been false or misleading in any material respect when made or when deemed to be repeated, or such guarantor shall take or suffer any actions set forth in Section 7.1(iv) as applied to it; or


(vi)
the guarantor of the Defaulting Party shall repudiate, purport to revoke, or fail to perform any of such guarantor’s obligations under such guarantor’s guaranty hereunder, or guarantor shall cease to exist.

7.2
Remedies Upon an Event of Default.

(a) 
Termination.  If an Event of Default occurs with respect to a Defaulting Party at any time during the Contract Term, the Non-Defaulting Party may, for so long as the Event of Default is continuing (i) establish a date (which date shall be no earlier than the date Notice is received and no later than twenty (20) Business Days after the Defaulting Party receives Notice) (“Early Termination Date”) on which this Agreement shall terminate and (ii) withhold any payments due in respect of this Agreement.  If an Early Termination Date has been designated, the Non-Defaulting Party shall in good faith calculate its Gains, Losses, and Costs resulting from the termination of this Agreement.  The Gains, Losses, and Costs shall be determined by comparing the value of the remaining Delivery Term and amount of Electricity which could have been provided under this Agreement had it not been terminated to the equivalent quantities and relevant market prices for the remaining Delivery Term either quoted by a bona fide third-party offer or which are reasonably expected to be available in the market under a replacement contract for this Agreement.  To ascertain the market prices of a replacement contract, the Non-Defaulting Party may consider, among other valuations, any or all of the settlement prices of NYMEX electricity futures contracts, quotations from leading dealers in energy swap contracts and other bona fide third party offers, all adjusted for the length of the remaining term and differences in transmission.  A Party shall not be required to enter into a replacement transaction to determine the Early Termination Payment (as hereafter defined). The Non-Defaulting Party shall aggregate such Gains, Losses, and Costs with respect to this Agreement into a single net amount (“Early Termination Payment”) and notify the Defaulting Party. If the Non-Defaulting Party’s aggregate Losses and Costs exceed its aggregate Gains, the Defaulting Party shall, within five (5) Business Days of receipt of such notice, pay the net amount to the Non-Defaulting Party, which amount shall bear interest at the Interest Rate from the Early Termination Date until paid.  If the Non-Defaulting Party’s aggregate Gains exceed its aggregate Losses and Costs, if any, resulting from the termination of this Agreement, the amount of the Early Termination Payment shall be zero.  

(b) 
Definitions.  For purposes of this Agreement:


“Costs” means, with respect to a Party, brokerage fees, commissions and other similar transaction costs and expenses, including verifiable breakage costs, reasonably incurred by such Party either in terminating any arrangement pursuant to which it has hedged its obligations or entering into new arrangements which replace this Agreement and attorneys’ fees, if any, incurred in connection with enforcing its rights under this Agreement;


“Gains” means, with respect to a Party, an amount equal to the present value of the economic benefit (exclusive of Costs), if any, to such Party resulting from the termination of its obligations with respect to this Agreement determined in a commercially reasonable manner; and


“Losses” means, with respect to a Party, an amount equal to the present value of the economic loss (exclusive of Costs), if any, to such Party resulting from the termination of its obligations with respect to this Agreement determined in a commercially reasonable manner. 

(c) 
Exclusions.  In no event, however, shall a Party’s Gains, Losses, or Costs include any penalties, ratcheted demand, or similar charges.  At the time for payment of any amount due under this Section 7.2, each Party shall pay to the other Party all additional amounts payable by it pursuant to this Agreement, but all such amounts shall be netted and aggregated with any Early Termination Payment payable hereunder.

7.3
Other Events.  If either Party is regulated by a federal, state, or local regulatory body, and such body shall subsequently disallow all or any portion of any costs incurred or yet to be incurred by such Party under any provision of this Agreement, such action shall not operate to excuse such Party from performance of any obligation nor shall such action give rise to any right of such Party to any retroactive adjustment hereunder.  Notwithstanding the foregoing, if a Party’s activities hereunder become subject to regulation of any kind whatsoever under any law to a greater or different extent than that existing on the Effective Date and such regulation renders all of this Agreement illegal or unenforceable, either Party shall at such time have the right to declare an Early Termination Date in accordance with the provisions hereof, with the Party not directly affected by the change in regulation calculating its Termination Payment in accordance with Section 7.2.

ARTICLE 8

BILLING AND PAYMENT

8.1
Billing and Payment.  Within fifteen (15) days of the beginning of each Month, each Party (the “Billing Party”) shall render to the other Party (by regular mail, facsimile, or other acceptable means pursuant to Article 12) a statement for payments due the Billing Party under this Agreement for the preceding Month during the Contract Term setting forth in sufficient detail the manner in which the invoiced amounts were calculated, including the Demand Charges, Energy Charges, and Excess Gas Costs for each EDP in the preceding Month and the On Peak Deliverability Damages, On Peak Buyer Damages, or On Peak Deliverability Bonus, if any, for all EDP's in that Month.  Within thirty (30) Days after the end of each Contract Year, in the Fixed Price Period, Seller shall render to Buyer (by regular mail, facsimile, or other acceptable means pursuant to Article 12) a statement of all Block Charges due Seller for each EDP in that Contract Year.  Billing and payment of all charges will be based on metered quantities of Gas and Electricity at the GDP’s or EDP’s, which amounts shall be subject to adjustment based on errors determined in accordance with Section 8.3.  Payment of all amounts due, consistent with adjustments made pursuant to Section 8.2, shall be made on or before ten (10) Days after receipt of the Billing Party’s invoice and shall be sent to the Billing Party’s payment address provided in Exhibit F hereto.  Overdue payments shall accrue interest at the Interest Rate from, and including, the due date to, but excluding, the date of payment.  If either Party, in good faith, disputes an invoice, the other Party shall provide a written explanation specifying in detail the basis for the dispute and pay the portion of such invoice conceded to be correct no later than the due date.  If any amount disputed is determined to be due, it shall be paid within ten (10) days of such determination, along with interest accrued at the Interest Rate from the original due date until the date paid.
8.2
Offset.  The Parties shall discharge their obligations to pay all amounts through netting, in which case the Party owing the greater aggregate amount shall pay to the other Party the difference between the amounts owed, as set forth in Section 8.l.

8.3
Audit.  Each Party (and its representatives) has the right, at its sole expense and during normal working hours, to examine the records of the other Party to the extent reasonably necessary to verify the accuracy of any statement, charge or computation made pursuant to this Agreement.  If requested, a Party shall provide to the other Party statements evidencing the quantities of Gas delivered at the GDP’s and Electricity delivered at the EDP’s.  If any such examination reveals any inaccuracy in any statement, the necessary adjustments in such statement and the payments thereof will be promptly made and shall bear interest calculated at the Interest Rate from the date the overpayment or underpayment was made until paid

ARTICLE 9

ASSIGNMENT AND BINDING EFFECT
9.1
Assignment.  Neither Party shall assign this Agreement or any of its rights hereunder without the prior written consent of the other Party, except as expressly provided in this Section 9.1.  Notwithstanding the foregoing, either Party may, without the need for consent from the other Party (but upon prior written notice to the other Party), (a) transfer, sell, pledge, encumber, or assign this Agreement or the accounts, revenues, or proceeds hereof in connection with any financing or other financial arrangements, (b) transfer or assign this Agreement to an Affiliate, or (c) transfer or assign this Agreement to any person or entity succeeding to all or substantially all of the assets of such Party.  In the case of clauses (b) and (c) any such assignee shall agree in writing to be bound by the terms and conditions hereof.

9.2
Binding Effect.  This Agreement shall inure to the benefit of and be binding upon the Parties and their respective successors and permitted assigns.  No assignment or transfer permitted hereunder shall relieve Seller or Buyer of any of their respective obligations under this Agreement. 
ARTICLE 10

FORCE MAJEURE AND LIMITATION OF LIABILITY
10.1
Force Majeure.  
(a) 
Excused Performance.  If either Party is rendered unable by a Force Majeure Event to carry out, in whole or part, its obligations under this Agreement, then during the pendency of such Force Majeure Event but for no longer period, the obligations of the Party affected by the Force Majeure Event (other than the obligation to make payments then due or becoming due with respect to performance prior to the occurrence of the Force Majeure Event) shall be excused to the extent provided for herein.  If a Force Majeure Event prevents Seller’s performance hereunder, Buyer shall be relieved of its obligations to pay the Demand Charges hereunder to the extent of the Base Electric Hourly Quantity not available at each EDP and for the duration of Seller’s nonperformance.  

(b) 
Notice.  The Party affected by a Force Majeure Event shall promptly notify the other Party of the Force Majeure Event and the expected duration of the Force Majeure Event.  

(c) 
Remedy of Force Majeure Event.  The Party affected by the Force Majeure Event shall use all commercially reasonable efforts to promptly remedy the Force Majeure Event and resume performance hereunder.  This provision shall not require Seller to deliver, or Buyer to receive, Electricity at points other than the EDP’s, or Buyer to deliver, or Seller to receive, Gas at points other than the GDP’s.

10.2
Limitation of Remedies, Liability and Damages.  THE PARTIES CONFIRM THAT THE EXPRESS REMEDIES AND MEASURES OF DAMAGES PROVIDED IN THIS AGREEMENT SATISFY THE ESSENTIAL PURPOSES HEREOF.  FOR BREACH OF ANY PROVISION FOR WHICH AN EXPRESS REMEDY OR MEASURE OF DAMAGES IS HEREIN PROVIDED, SUCH EXPRESS REMEDY OR MEASURE OF DAMAGES SHALL BE THE SOLE AND EXCLUSIVE REMEDY, THE OBLIGOR’S LIABILITY SHALL BE LIMITED AS SET FORTH IN SUCH PROVISION AND ALL OTHER REMEDIES OR DAMAGES AT LAW OR IN EQUITY ARE WAIVED.  IF NO REMEDY OR MEASURE OF DAMAGES IS EXPRESSLY HEREIN PROVIDED, THE OBLIGOR’S LIABILITY SHALL BE LIMITED TO DIRECT ACTUAL DAMAGES ONLY, SUCH DIRECT ACTUAL DAMAGES SHALL BE THE SOLE AND EXCLUSIVE REMEDY AND ALL OTHER REMEDIES OR DAMAGES AT LAW OR IN EQUITY ARE WAIVED.  NEITHER PARTY SHALL BE LIABLE FOR CONSEQUENTIAL, INCIDENTAL, SPECIAL, PUNITIVE, EXEMPLARY, OR INDIRECT DAMAGES, LOST PROFITS OR OTHER BUSINESS INTERRUPTION DAMAGES, BY STATUTE, IN TORT OR CONTRACT, UNDER ANY INDEMNITY PROVISION, OR OTHERWISE.  IT IS THE INTENT OF THE PARTIES THAT THE LIMITATIONS HEREIN IMPOSED ON REMEDIES AND THE MEASURE OF DAMAGES BE WITHOUT REGARD TO THE CAUSE OR CAUSES RELATED THERETO, INCLUDING THE NEGLIGENCE OF ANY PARTY, WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, OR CONCURRENT, OR ACTIVE OR PASSIVE.  TO THE EXTENT ANY DAMAGES REQUIRED TO BE PAID HEREUNDER ARE LIQUIDATED, THE PARTIES ACKNOWLEDGE THAT THE DAMAGES ARE DIFFICULT OR IMPOSSIBLE TO DETERMINE, OTHERWISE OBTAINING AN ADEQUATE REMEDY IS INCONVENIENT AND THE LIQUIDATED DAMAGES CONSTITUTE A REASONABLE APPROXIMATION OF THE HARM OR LOSS.

10.3
Duty to Mitigate.  Each Party agrees that it has a duty to mitigate damages and covenants that it will use commercially reasonable efforts to minimize any damages it may incur as a result of the other Party’s performance or nonperformance of this Agreement.
10.4
Disclaimer of Warranties.  EXCEPT AS EXPRESSLY SET FORTH HEREIN, SELLER EXPRESSLY NEGATES ANY OTHER REPRESENTATION OR WARRANTY, WRITTEN OR ORAL, EXPRESS OR IMPLIED, INCLUDING, WITHOUT LIMITATION, ANY REPRESENTATION OR WARRANTY WITH RESPECT TO CONFORMITY TO MODELS OR SAMPLES, MERCHANTABILITY, OR FITNESS FOR ANY PARTICULAR PURPOSE.

ARTICLE 11

TAXES
11.1
General.  Buyer and Seller shall each use commercially reasonable efforts to implement the provisions of and to administer this Agreement in accordance with their intent to minimize Taxes, so long as neither Party is materially adversely affected by such efforts.  Either Party, upon written Notice of the other Party, shall provide a certificate of exemption or other reasonably satisfactory evidence of exemption if either Party is exempt from Taxes, and shall use commercially reasonable efforts to obtain and cooperate with obtaining any exemption from or reduction of Tax.  

11.2
Applicable Taxes.  Seller shall be responsible for all existing Taxes, imposed or levied by any federal, state or local Governmental Authority on the Electricity generated, sold and delivered hereunder up to the delivery of such Electricity to the EDP and all New Taxes.  Buyer shall be responsible for all existing Taxes, imposed or levied by any federal, state or local Governmental Authority on the Electricity sold and delivered hereunder from and after the delivery of such Electricity to the EDP.  Each Party shall indemnify, release, defend, and hold harmless the other Party from and against any and all liability for Taxes imposed or assessed by any taxing authority with respect to the Electricity sold, delivered, and received hereunder that are the responsibility of such Party pursuant to this Section 11.2.

ARTICLE 12

NOTICES

Except as required by the forms of notices set forth on Exhibit E, all notices, requests, statements, or payments required or permitted by this Agreement (each a “Notice”) shall be in writing, addressed as specified on Exhibit F hereto, and shall be delivered by letter, facsimile, or other documentary form.  Notice by facsimile or hand delivery shall be deemed to have been received by the close of the Business Day on which it was transmitted or hand delivered (unless transmitted or hand delivered after close of the Business Day in which case it shall be deemed received at the close of the next Business Day).  Notice by regular mail shall be deemed to have been received three (3) Business Days after it is properly sent.  Notice by overnight mail or courier shall be deemed to have been received two (2) Business Days after it is properly sent.  A Party may change its address by providing Notice of its new address to the other Party.

ARTICLE 13

OTHER PROVISIONS
13.1
Confidentiality.  Each Party shall maintain in strict confidence all of the terms and conditions of this Agreement and all information of a proprietary or confidential nature received with regard to the other Party in connection with the negotiation and performance of this Agreement, except as may be necessary to comply with any applicable law, regulation, order or similar directive or procedure of any Governmental Authority (including FERC).  Each Party will notify the other Party before disclosing such information pursuant to any such applicable law, regulation, order, or similar directive or procedure to give such other Party the opportunity to seek a protective order.  The restrictions set forth in this Section 13.1 shall not apply to information (a) generally available to the public, (b) released by Seller or Buyer generally without restriction, or (c) independently developed by Seller or Buyer without reliance in any way on such confidential information.  The Parties hereto shall consult with each other in advance with respect to any public announcement or statement with respect to the existence of this Agreement or any transaction contemplated hereby.  The Parties stipulate and agree that they shall each be entitled to equitable relief to enforce the confidentiality provisions hereof and that money damages would not be an adequate remedy.  This Section 13.1 shall survive for a period of one (1) year from the expiration or termination of this Agreement.

13.2
Entirety. This Agreement and the Exhibits hereto constitute the entire agreement between the Parties with respect to the subject matter hereof.  Any and all prior or contemporaneous agreements or representations affecting the same subject matter.

13.3
Governing Law.  THIS AGREEMENT AND THE RIGHTS AND DUTIES OF THE PARTIES HEREUNDER SHALL BE GOVERNED BY AND CONSTRUED, ENFORCED AND PERFORMED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK, EXCEPT TO THE EXTENT SUCH LAWS MAY BE PREEMPTED BY THE LAWS OF THE UNITED STATES OF AMERICA.

13.4
Non-Waiver.  No waiver by any Party hereto of any one or more defaults by the other Party in the performance of any of the provisions of this Agreement shall be construed as a waiver of any other default or defaults whether of a like kind or different nature. 

13.5
Severability.  Except as otherwise stated herein, any provision or article declared or rendered unlawful by a court of law or regulatory agency with jurisdiction over the Parties, or deemed unlawful because of a statutory change, will not otherwise affect the lawful obligations that arise under this Agreement.

13.6
Headings, Exhibits.  The headings used for the sections and articles herein are for convenience and reference purposes only and shall in no way affect the meaning or interpretation of the provisions of this Agreement.  Any and all Exhibits referred to in this Agreement are, by such reference, incorporated herein and made a part hereof for all purposes.

13.7
Winding Up Arrangements.  All indemnity and audit rights shall survive the termination of this Agreement for the time period provided herein.  All obligations provided in this Agreement shall remain in effect following the expiration or termination of this Agreement to the extent necessary to give full force and effect to the rights and obligations undertaken by the Parties herein.

13.8
No Third Party Beneficiaries.  Nothing in this Agreement shall provide any benefit to any third party or entitle any third party to any claim, cause of action, remedy or fight of any kind, it being the intent of the Parties that this Agreement shall not be construed as a third party beneficiary contract.

13.9
Counterparts.  This Agreement may be executed in several counterparts, each of which is an original and all of which constitute one and the same instrument.

13.10
Dispute Resolution, Arbitration.  ANY CLAIM, COUNTERCLAIM, DEMAND, CAUSE OF ACTION, DISPUTE, AND CONTROVERSY ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE RELATIONSHIP ESTABLISHED BY THIS AGREEMENT, ANY PROVISION HEREOF, THE ALLEGED BREACH HEREOF, OR IN ANY WAY RELATING TO THE SUBJECT MATTER OF THIS AGREEMENT, INVOLVING THE PARTIES AND/OR THEIR RESPECTIVE REPRESENTATIVES (COLLECTIVELY “CLAIMS”), EVEN IF SUCH CLAIMS ALLEGEDLY ARE EXTRA-CONTRACTUAL IN NATURE, SOUND IN CONTRACT, TORT, OR OTHERWISE, OR ARISE UNDER STATE OR FEDERAL LAW, SHALL BE RESOLVED BY BINDING ARBITRATION.  ARBITRATION SHALL BE CONDUCTED IN ACCORDANCE WITH THE RULES OF ARBITRATION OF THE FEDERAL ARBITRATION ACT AND, TO THE EXTENT AN ISSUE IS NOT ADDRESSED BY THE FEDERAL LAW ON ARBITRATION, BY THE COMMERCIAL ARBITRATION RULES OF THE AMERICAN ARBITRATION ASSOCIATION.  THE VALIDITY, CONSTRUCTION, AND INTERPRETATION OF THIS AGREEMENT TO ARBITRATE, AND ALL PROCEDURAL ASPECTS OF THE ARBITRATION CONDUCTED PURSUANT HERETO SHALL BE DECIDED BY THE ARBITRATORS.  IN DECIDING THE SUBSTANCE OF THE PARTIES’ CLAIMS, THE ARBITRATORS SHALL REFER TO THE GOVERNING LAW.  THE ARBITRATORS SHALL HAVE NO AUTHORITY TO AWARD TREBLE, EXEMPLARY, OR PUNITIVE DAMAGES OF ANY TYPE UNDER ANY CIRCUMSTANCES WHETHER OR NOT SUCH DAMAGES MAY BE AVAILABLE UNDER STATE OR FEDERAL LAW, OR UNDER THE FEDERAL ARBITRATION ACT, OR UNDER THE COMMERCIAL ARBITRATION RULES OF THE AMERICAN ARBITRATION ASSOCIATION, THE PARTIES HEREBY WAIVING THEIR RIGHT, IF ANY, TO RECOVER ANY SUCH DAMAGES.  THE ARBITRATION PROCEEDING SHALL BE CONDUCTED IN HOUSTON, TEXAS.  WITHIN THIRTY DAYS OF THE NOTICE OF INITIATION OF THE ARBITRATION PROCEDURE, EACH PARTY SHALL SELECT ONE ARBITRATOR.  THE TWO ARBITRATORS SHALL SELECT A THIRD ARBITRATOR.  THE THIRD ARBITRATOR SHALL BE A PERSON WHO HAS OVER EIGHT YEARS PROFESSIONAL EXPERIENCE IN ENERGY-RELATED TRANSACTIONS AND WHO HAS NOT PREVIOUSLY BEEN EMPLOYED BY EITHER PARTY AND DOES NOT HAVE A DIRECT OR INDIRECT INTEREST IN EITHER PARTY OR THE SUBJECT MATTER OF THE ARBITRATION.  WHILE THE THIRD ARBITRATOR SHALL BE NEUTRAL, THE TWO PARTY-APPOINTED ARBITRATORS ARE NOT REQUIRED TO BE NEUTRAL, AND IT SHALL NOT BE GROUNDS FOR REMOVAL OF EITHER OF THE TWO PARTY-APPOINTED ARBITRATORS OR FOR VACATING THE ARBITRATORS’ AWARD THAT EITHER OF SUCH ARBITRATORS HAS PAST OR PRESENT MINIMAL RELATIONSHIPS WITH THE PARTY THAT APPOINTED SUCH ARBITRATOR.  TO THE FULLEST EXTENT PERMITTED BY LAW, ANY ARBITRATION PROCEEDING AND THE ARBITRATORS AWARD SHALL BE MAINTAINED IN CONFIDENCE BY THE PARTIES.
IN WITNESS WHEREOF, the Parties have executed this Agreement effective as of the Effective Date.


SELLER:

EGC 1999 HOLDING COMPANY, L.P.

By:
EGC GP Company, L.L.C., its sole



general partner


By:



Name:



Title:



BUYER:

ENRON POWER MARKETING, INC. 


By:



Name:



Title:


LIST OF EXHIBITS

Exhibit A
-
Delivery Information for each EDP


Exhibit A-1
-
Electricity and Gas Correction Charts


Exhibit B
-
Location of EDP’s


Exhibit C
-
Form of Enron Guaranty


Exhibit D
-
Sample Calculations


Exhibit E
-
Forms of Notices [Dispatch Notice, Deliverability Notices, and Block Notices, -- including notice addresses for each]


Exhibit F
-
Payment and Notice Addresses


Exhibit G
-
Extended Fixed Price Period Demand Charges

EXHIBIT A

to the

POWER PURCHASE AGREEMENT
(Chart assumes: New & Clean; Temp 90 degrees; site elevation; 60% Relative Humidity)

EDP NO. 1/

GDP NO. 1

BROWNSVILLE
EDP NO. 2/

GDP NO. 2

BROWNSVILLE
EDP NO. 3/ 

GDP NO. 3

CALEDONIA
EDP NO. 4/ 

GDP  NO. 4

NEW ALBANY

Base Electricity Hourly

Quantity (MW/hr)
[458]
[458]
442
387

Heat Rate

(Btu/Kwhr/HHV)*
[11,411]
11,411
12,064
12,228

Gas Hourly Quantity

(MMBtu/hr)*
[5,226]
5,226
5,332
4,732

Maximum Callable

Hours*
[1,200]
1,200
1,500
1,068

PPA Start Date

PPA End Date
[July 1, 1999]

December 31, 2019


[July 1, 1999]

December 31, 2019


[August 1, 1999]

December 31, 2019
[July 1, 1999]

December 31, 2019

Energy Charge

$/MWhr*

$1.408

$1.408
$0.8900
$1.041

Minimum EDP Block

Sizes MW/hr*


50
50
50
50

Minimum Dispatch

Time (minutes)

60

30
30
30

Demand Charge Rate

($KWm)
$4.00
$4.00
$4.00
$4.00

Demand Charge
[$1,832,000/mo]
$1,832,000/mo
$1,768,000/mo
$1,548,000/mo

Block Charge
$4,111
$4,111
$1,874
$1,874

Associated Gas

(MMBtu’s)*
165
165
146.7
197.7

*
Hourly Adjustment for Ambient Conditions will adjust reference design for temperature, relative humidity, atmospheric pressure and corrected for degradation, unit power and measurement tolerances, as shown in Exhibit A-1.

Energy Charge and Block Charge will be escalated annually at CPI.  All amounts are stated in 1999.

EXHIBIT A-1

to the 

POWER PURCHASE AGREEMENT
Electricity and Gas Correction Charts

[attached behind this page]

Exhibit A-1

Electricity Hourly Correction Equations

EDP No. 1 and EDP No. 2
Electric Hourly Quantity =
 = F(press.) * F(rh) * F(temp) * Net Output(base)

where; Net Output(base) = Output at base conditions of 60F , 60% RH 14.3 psi


(1)
Correction Factor for Pressure:

F(press.) = 0.1149+ 0.0610 * P(meas.)

Where:

F(press.) =  Ambient Pressure Correction Factor

P(meas.) =  Measured Amb. Atmospheric Press., psia


(2)
Correction Factor for Relative Humidity:

W/ Evap Cool: F(rh) = 0.9683 + 0.0000007 * RH(Meas.)

W/o Evap Cool: F(rh) = 1.0696-0.0014*RH+0.000004*(RH)

Where:

F(rh) =  Ambient Relative Humidity Correction Factor

RH(meas.) =  Measured Ambient Relative Humidity, %

(3)
Correction Factor for Temperature:

Equation

W/ Evap:'F(temp) = 1.261 + (-0.0029) * Temp(meas.)

W/O Evap:'F(temp) = 1.2908 + (-0.0044) * Temp(meas.) + 0.00001 * Temp(meas.)

Temp(meas.)-0.00000006* Temp(meas)* Temp(meas)* Temp(meas)

Where:

F(temp) =  Amb. Dry Bulb Temp. Correction Factor

Temp(meas.) =  Measured Amb. Dry Bulb Temp., F

Exhibit A-1

Electricity Hourly Correction Equations

EDP No. 3
Electric Hourly Quantity =
 = F(press.) * F(rh) * F(temp) * Net Output(base)

where; Net Output(base) = Output at base conditions of 60F , 60% RH 14.3 psi


(1)
Correction Factor for Pressure:

F(press.) = 0.0975+ 0.0622 * P(meas.)

Where:

F(press.) =  Ambient Pressure Correction Factor

P(meas.) =  Measured Amb. Atmospheric Press., psia


(2)
Correction Factor for Relative Humidity

F(rh) = 0.991 + 0.015 * RH(Meas.)


Where:

F(rh) =  Ambient Relative Humidity Correction Factor

RH(meas.) =  Measured Ambient Relative Humidity, %

(3)
Correction Factor for Temperature:

F(temp) = 1.3258 + (-0.0038) * Temp(meas.) + 0.000002 * Temp(meas.) * Temp(meas.) 

Where:

F(temp) =  Amb. Dry Bulb Temp. Correction Factor

Temp(meas.) =  Measured Amb. Dry Bulb Temp., F

Exhibit A-1

EDP- 3 Electricity Hourly Correction Equations
Electric Hourly Quantity =
 = F(press.) * F(rh) * F(temp) * Net Output(base)

where;   Net Output(base) = Output at base conditions of 60F , 60% RH 14.3 psi


(1)
Correction Factor for Pressure:

F(press.) = 0.0699+ 0.0642 * P(meas.)

Where:

F(press.) =  Ambient Pressure Correction Factor

P(meas.) =  Measured Amb. Atmospheric Press., psia


(2)
Correction Factor for Relative Humidity:

F(rh) = 1.0036 + 0.00006 * RH(Meas.)

Where:

F(rh) =  Ambient Relative Humidity Correction Factor

RH(meas.) =  Measured Ambient Relative Humidity, %

(3)
 Correction Factor for Temperature:

F(temp) = 1.4083 + (-0.0046) * Temp(meas.) + 0.0000007 * Temp(meas.) * Temp(meas.) 

Where:

F(temp) =  Amb. Dry Bulb Temp. Correction Factor

Temp(meas.) =  Measured Amb. Dry Bulb Temp., F

EXHIBIT B

to the 

POWER PURCHASE AGREEMENT
Location of EDP’s and GDP’s

1.
GDP’s.

[No. 1
-
Brownsville metering station on ANR pipeline in Brownsville, Tennessee.]

[No. 2  -
Brownsville metering station on ANR pipeline in Brownsville, Tennessee.]

[No. 3
-
Caledonia metering station on Tennessee gas pipeline in Caledonia, Mississippi.]

[No. 4
-
New Albany metering station on Columbia Gulf Transmission in New Albany, Mississippi.]
2.
EDP’s.

[No. 1
-
Haywood switching station on TVA’s 500 Kv transmission system in Brownsville, Tennessee.]

[No. 2  -
_________________________ in Brownsville, Tennessee.

[No. 2
-
Lowndes substation on TVA’s 500 Kv transmission system in Caledonia, Mississippi.]

[No. 3
-
Pleasant Hill switching station on TVA’s 500 Kv transmission system in New Albany, Mississippi.]

EXHIBIT C

to the

POWER PURCHASE AGREEMENT
Form of Enron Guaranty
[attached behind this page]

ENRON CORP.
Guarantee Agreement

This Guarantee Agreement (this "Guarantee"), dated as of __________, 1999, is made and entered into by Enron Corp., an Oregon corporation ("Guarantor").

W I T N E S S E T H:
WHEREAS, Enron Power Marketing, Inc. (the "Company") will enter into a Power Purchase Agreement (the "Agreement") effective as of the date of this Guarantee with EGC 1999 Holding Company, L.P. ("Counterparty") pursuant to which Company and Counterparty may enter into transactions related to the purchase and sale of energy; and

WHEREAS, Guarantor will directly or indirectly benefit from the Agreement.

NOW THEREFORE, in consideration of Counterparty entering into the Agreement, Guarantor hereby covenants and agrees as follows:

1.
GUARANTY.  Subject to the provisions hereof, Guarantor hereby irrevocably and unconditionally guarantees the timely payment when due of the obligations of Company (the "Obligations") to Counterparty in accordance with the Agreement.  To the extent that Company shall fail to pay any Obligations, Guarantor shall promptly pay to Counterparty the amount due.  This Guarantee shall constitute a guarantee of payment and not of collection.  The liability of Guarantor under the Guarantee shall be subject to the following:

(a) Guarantor's liability hereunder shall be and is specifically limited to payments expressly required to be made in accordance with the Agreement (even if such payments are deemed to be damages) and, except to the extent specifically provided in the Agreement, in no event shall Guarantor be subject hereunder to consequential, exemplary, equitable, loss of profits, punitive, tort, or any other damages, costs, or attorney's fees.

(b)
The aggregate amount covered by this Guarantee shall not exceed _______________U.S. Dollars ($_______________).
2.
DEMANDS AND NOTICE.  If Company fails or refuses to pay any Obligations, Counterparty shall notify Company in writing of the manner in which Company has failed to pay and demand that payment be made by Company.  If Company's failure or refusal to pay continues for a period of fifteen (15) days after the date of Counterparty's notice to Company, and Counterparty has elected to exercise its rights under this Guarantee, Counterparty shall make a demand upon Guarantor (hereinafter referred to as a "Payment Demand").  A Payment Demand shall be in writing and shall reasonably and briefly specify in what manner and what amount Company has failed to pay and an explanation of why such payment is due, with a specific statement that Counterparty is calling upon Guarantor to pay under this Guarantee.  A Payment Demand satisfying the foregoing requirements shall be deemed sufficient notice to Guarantor that it must pay the Obligations.  A single written Payment Demand shall be effective as to any specific default during the continuance of such default, until Company or Guarantor has cured such default, and additional written demands concerning such default shall not be required until such default is cured.

3.
REPRESENTATIONS AND WARRANTIES.  Guarantor represents and warrants that:

(a)
it is a corporation duly organized and validly existing under the laws of the State of  Oregon and has the corporate power and authority to execute, deliver and carry out the terms and provisions of the Guarantee;

(b)
no authorization, approval, consent or order of, or registration or filing with, any court or other governmental body having jurisdiction over Guarantor is required on the part of Guarantor for the execution and delivery of this Guarantee; and

(c)
this Guarantee constitutes a valid and legally binding agreement of Guarantor, except as the enforceability of this Guarantee may be limited by the effect of any applicable bankruptcy, insolvency, reorganization, moratorium or similar laws affecting creditors’ rights generally and by general principles of equity.

4.
SETOFFS AND COUNTERCLAIMS.  Without limiting Guarantor's own defenses and rights hereunder, Guarantor reserves to itself all rights, setoffs, counterclaims and other defenses to which Company or any other affiliate of Guarantor is or may be entitled to arising from or out of the Agreement or otherwise, except for defenses arising out of the bankruptcy, insolvency, dissolution or liquidation of Company.

5.
AMENDMENT OF GUARANTY.  No term or provision of this Guarantee shall be amended, modified, altered, waived, or supplemented except in a writing signed by the parties hereto.

6.
WAIVERS.  Guarantor hereby waives (a) notice of acceptance of this Guarantee; (b) presentment and demand concerning the liabilities of Guarantor, except as expressly hereinabove set forth; and (c) any right to require that any action or proceeding be brought against Company or any other person, or except as expressly hereinabove set forth, to require that Counterparty seek enforcement of any performance against Company or any other person, prior to any action against Guarantor under the terms hereof.

Except as to applicable statutes of limitation, no delay of Counterparty in the exercise of, or failure to exercise, any rights hereunder shall operate as a waiver of such rights, a waiver of any other rights or a release of Guarantor from any obligations hereunder.

Guarantor consents to the renewal, compromise, extension, acceleration or other changes in the time of payment of or other changes in the terms of the Obligations, or any part thereof or any changes or modifications to the terms of the Agreement.

Guarantor may terminate this Guarantee by providing written notice of such termination to Counterparty and upon the effectiveness of such termination, Guarantor shall have no further liability hereunder, except as provided in the last sentence of this paragraph.  No such termination shall be effective until five (5) business days after receipt by Counterparty of such termination notice.  No such termination shall affect Guarantor's liability with respect to any Transaction (as defined in the Agreement) entered into prior to the time the termination is effective, which Transaction shall remain guaranteed pursuant to the terms of this Guarantee.

7.
NOTICE.  Any Payment Demand, notice, request, instruction, correspondence or other document to be given hereunder by any party to another (herein collectively called "Notice") shall be in writing and delivered personally or mailed by certified mail, postage prepaid and return receipt requested, or by telegram or telecopier, as follows:

To Counterparty:
ECG 1999 Holding Company, L.P.


_____________________________


_____________________________


_____________________________


_____________________________

To Guarantor:
Enron Corp.


1400 Smith Street


Houston, Texas  77002



Attn.:  Vice President, Finance and Treasurer


Fax No.:  (713) 646-3422

Notice given by personal delivery or mail shall be effective upon actual receipt.  Notice given by telegram 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 telegram 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.

8.
MISCELLANEOUS.  THIS GUARANTEE SHALL IN ALL RESPECTS BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF TEXAS, WITHOUT REGARD TO PRINCIPLES OF CONFLICTS OF LAWS.  This Guarantee shall be binding upon Guarantor, its successors and assigns and inure to the benefit of and be enforceable by Counterparty, its successors and assigns.  The Guarantee embodies the entire agreement and understanding between Guarantor and Counterparty and supersedes all prior agreements and understandings relating to the subject matter hereof.  The headings in this Guarantee are for purposes of reference only, and shall not affect the meaning hereof.  This Guarantee may be executed in any number of counterparts, each of which shall be an original, but all of which together shall constitute one instrument.

EXECUTED as of the day and year first above written.


ENRON CORP.

By:


Name:


Title:

EXHIBIT D

to the 

POWER PURCHASE AGREEMENT
Sample Calculations
[To Come]

EXHIBIT E

to the 

POWER PURCHASE AGREEMENT
Forms of Notices
[attached behind this page]

DISPATCH NOTICE

Hour

Ending
EDP1 MW Dispatch
EDP2 MW Dispatch
EDP3 MW Dispatch
EDP4 MW Dispatch

0100





0200





0300





0400





0500





0600





0700





0800





0900





1000





1100





1200





1300





1400





1500





1600





1700





1800





1900





2000





2100





2200





2300





2400





Comments

EXHIBIT F

to the 

POWER PURCHASE AGREEMENT
Payment and Notice Addresses

[to come]

EXHIBIT G

to the 

POWER PURCHASE AGREEMENT
Extended Fixed Price Period Demand Charges
ELECTRICITY DELIVERY POINTS

EDP No. 1/

Brownsville-$/KWM
EDP No. 2/

Brownsville-$/KWM
EDP No. 3/

Caledonia-$/KWM
EDP No. 4/

New Albany-$/KWM

Year





2003

$5.98
$5.98
$5.98

2004

$6.06
$6.06
$6.06

2005

$6.13
$6.13
$6.13

2006

$6.21
$6.21
$6.21

2007

$6.39
$6.39
$6.39

2008

$6.47
$6.47
$6.47

2009

$6.66
$6.66
$6.66

2010

$6.74
$6.74
$6.74

2011

$6.94
$6.94
$6.94

2012

$7.01
$7.01
$7.01

2013

$7.09
$7.09
$7.09

2014

$7.16
$7.16
$7.16

2015

$7.23
$7.23
$7.23

2016

$7.30
$7.30
$7.30

2017

$7.36
$7.36
$7.36

2018

$7.43
$7.43
$7.43

2019

$7.49
$7.49
$7.49

2020

$7.54
$7.54
$7.54
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