NOT AN OFFER.  FOR DISCUSSION PURPOSES ONLY.

PROPRIETARY & CONFIDENTIAL INFORMATION

Draft Term Sheet

To

Brownsville Public Utility Board

March  22, 2002
Transaction #1

Buyer:


UBS AG, London Branch (“UBS”)

Seller:
Brownsville Public Utility Board (“BPUB”)
Firmness:
Unit Contingent (Oklaunion Plant)
Term:
May 1, 2002 through December 31, 2002 
Quantity & 

Schedule:

Month


On-Peak
Off-Peak
May 2002

68 MW

33 MW


June 2002

68 MW

33 MW


July 2002

68 MW

33 MW


August 2002

68 MW

33 MW

September 2002
68 MW

33 MW

October 2002

68 MW

33 MW 

November 2002

68 MW

33 MW

December 2002

68 MW

33 MW

“On-Peak”  is Hour Ending (“HE”) 0700 through HE 2200

“Off-Peak” is HE 2300 through HE 0600

Energy Price:
Electric Reliability Council of Texas’ (“ERCOT”) Balancing Energy Service-Up Market Clearing Price for Energy (“MCPE”) for the ERCOT 2002 South Zone plus the following adder in each respective month:

May 2002

$2.30 per MWh


June 2002

$5.00 per MWh


July 2002

$7.30 per MWh


August 2002

$7.30 per MWh

September 2002
$2.30 per MWh

October 2002

$1.60 per MWh

November 2002

$1.00 per MWh

December 2002

$1.00 per MWh

Delivery Point:
On a day-ahead basis, UBS would have the option of taking delivery at either: (i) ERCOT 2002 West Zone or (ii) ERCOT 2002 North Zone.

Transmission Costs:
BPUB would be responsible for all transmission charges and losses to the Delivery Point.  UBS would be responsible for all transmission charges and losses from the Delivery Point to their sink. 

Transaction #2

Buyer:


BPUB
Seller:
UBS
Firmness:
Firm LD
Term:
May 1, 2002 through December 31, 2002 
Quantity & 

Schedule:

Month


On-Peak
Off-Peak
May 2002

68 MW

33 MW


June 2002

68 MW

33 MW


July 2002

68 MW

33 MW


August 2002

68 MW

33 MW

September 2002
68 MW

33 MW

October 2002

68 MW

33 MW 

November 2002

68 MW

33 MW

December 2002

68 MW

33 MW

Energy Price:

ERCOT’s MCPE for the ERCOT 2002 South Zone
Delivery Point:
ERCOT 2002 South Zone 

Unit Contingency:
In the event BPUB’s Oklaunion Plant has a forced outage and BPUB is excused from delivering power to UBS per Transaction #1 above, UBS would have the option to discontinue supplying BPUB in Transaction #2 for the duration of such outage.
Delivery Option:
On an hourly basis, UBS would have the option of either (i) scheduling physical power to the Delivery Point or (ii) paying BPUB the ERCOT MCPE for the ERCOT 2002 South Zone. 

Transmission Costs:
UBS would be responsible for all transmission charges and losses to the Delivery Point.  BPUB would be responsible for all transmission charges and losses from the Delivery Point to their sink. 

Miscellaneous Terms for Both Transaction #1 & #2

Terms & Conditions:
Basic Terms and Conditions, including but not limited to those governing events of default and remedies, dispute resolution, limitations of damages, credit, confidentiality, governing law and environmental matters, would be negotiated between the parties 
Confidentiality:
The existence of this Draft Term Sheet and all terms and conditions contained herein are confidential between UBS and BPUB and their duly appointed representatives and shall not be disclosed to third parties.
Not An Offer, For Discussion Purposes Only:  This Draft Term Sheet is for discussion purposes only, to facilitate the negotiation, preparation, and execution of a definitive agreement. This is not an offer or commitment of UBS or any of its affiliates to enter into any transaction.  The prices and terms of this Draft Term Sheet are subject to change until a definitive agreement is reached, if any.  The transaction described herein is subject to further review and approval of UBS and BPUB, and execution of a definitive agreement containing all appropriate provisions, including those related to events of default and remedies, dispute resolution, limitations of damages, credit, confidentiality, governing law and environmental matters.  Neither party is obligated to negotiate to enter into a definitive agreement and each party may cease discussions for any reason at any time.  Neither party shall disclose the terms and provisions of this Draft Term Sheet to any third party.
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