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Telephone
212 325 2000














October 5, 2000

JAMES BARTLETT
Director

212 325 4841


[Name]

[Title]

[Company Name]

[Address]

[Address]

 




Dear _______:

Enron North America Corp. (“Enron”) and Credit Suisse First Boston are pleased to inform you that, based on your Round I proposal, [Company Name] has been selected to participate in Round II of the bidding process for the following project(s):


[ ____________________ ]

[ ____________________ ]

[ ____________________ ] 



Board approved, fully binding Round II bids are due by 5:00p.m. E.S.T. on November 3, 2000, [with closing for [Pastoria] [and] [Project LV] to occur by December 18, 2000] and [closing of the [ List Peakers] to occur after receipt of all regulatory approvals, which is expected to occur during the first quarter of 2001].


Round II Bidding Instructions

Round II Proposals
Round II proposals should include the following information:

1. A binding purchase proposal including confirmation of the consideration to be paid.

2. A mark-up of the key transaction documents (in a form that the bidder is unconditionally prepared to execute), drafts of which will be provided next week in the electronic data room.
3. Confirmation that all required due diligence activities have been completed.

4. Confirmation that all required internal approvals have been obtained.

Round II Schedule

The schedule for due diligence and submission of Round II proposals is:

action item
timing

Determination and Notification of Short-Listed Prospective Purchasers
Week of Oct. 2

Electronic Data Room Availability
Oct. 6 – Oct. 30

Schedule Site Visits
Week of Oct. 9

Site Visits
Oct. 12 – Oct. 27

Q&A with Enron Management
Oct. 16 – Nov. 2

Round II Proposals Submitted
Nov. 3

Selection of Preferred Purchaser and Execution of Definitive Transaction Documents
Week of Nov. 6

[Closing (Pastoria, Project LV) 
By December 18, 2000]

[Closing (Peakers) 
By Q1, 2001]
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Due Diligence
Enron has established an electronic data room which contains all due diligence documents for the [List Project Names] projects .  This data room will be internet-based and accessible through your personal computer.  Please see the attached data room procedures for details on gaining access to the electronic data room.

You will have access to the electronic data room from October 6 through October 30, 2000. 

Management Presentations

Enron has prepared detailed management presentations that are available online in the electronic data room.  These presentations provide an overview of each project. Enron’s  management will also be available to answer questions Round II bidders may have.  You are asked to submit any questions you may have in writing, preferably at one time, and Enron will endeavor to schedule a session for responding to such questions in the appropriate forum between October 16 and November 2, 2000. 

Site Visits

Each bidder will be limited to one day at each site.  A member of Enron’s project team will be available at each site to conduct the tour of the site and to answer any questions.  The procedures for scheduling and conducting your site visit are included in the attached site visit procedures.  Site visits should be scheduled by October 13, 2000.  Site visits will take place between October 12 and October 27, 2000.  All site visits should be arranged through the appropriate site visit schedule coordinator.
Additional Information

Lincoln Energy Center Contract

As previously disclosed in the information memorandum, the owner of the Lincoln Energy Center is obligated under a contract to sell capacity and energy to a third party.  That contract is available in the electronic data room.  
Enron believes that it is essential that bidders closely review the terms of such contract. 
Under such contract, a Confirmation Agreement dated November 4, 1999 (the “Confirmation”), 600 MW of capacity and energy are sold to Commonwealth Edison Company, Chicago, Illinois ("ComEd") for the summer periods running from June 1 through September 30 for the years 2000 through 2002.  Capacity payments under the Confirmation total $12 million per year, paid for each calendar month of each summer period at $5/kw-month. The capacity is supplied from the Lincoln Energy Center and is regulatory capacity in the MAIN region.  Energy is supplied at ComEd's daily election either from the Lincoln Energy Center (in which case the energy would be unit contingent) or from the market (in which case standard liquidated damages provisions would apply). In either case, energy is priced based upon a "Market Price" as the energy is requested by ComEd. The Confirmation includes detailed provisions for determining market prices in circumstances where no market index exists.  Round II bidders need to consider the incremental value of this contract in preparing Round II proposals.

Gleason Interconnect Agreement

Pursuant to the terms of the Interconnection Agreement between Gleason Power I, L.L.C (“Gleason”) and T.V.A. (which is available in the electronic data room), Gleason is obligated to pay for upgrades to T.V.A.’s Shelby Substation (estimated to be $27.69 million).  Through September 2000, $2.64 million has been paid for these transmission upgrades, while Gleason remains obligated to pay for the remaining upgrades at a future date.

The amounts paid for these upgrades will be returned to Gleason in the form of transmission credits.  Through September 2000, Gleason has used $772,000 in transmission credits.  The Interconnect Agreement provides that any amount paid but not used as credits by December 31, 2009 will be refunded at that time.  Therefore, the net effect of the Interconnect Agreement is that Gleason currently has a receivable balance (in the form of transmission credits) of $1.87 million from T.V.A. and will be obligated to advance additional funds in the future, all of which will be either applied towards the cost of transmission or returned to Gleason on December 31, 2009.


Enron and Credit Suisse First Boston appreciate your effort in providing the Round I proposal and look forward to assisting you in performing the due diligence required for your Round II proposal.  Please contact any of the following individuals with any questions:
James Bartlett
Tel: (212) 325-4841
Fax: (212) 325-8322

Lou Iaconetti
Tel: (212) 325-5085
Fax: (212) 325-2760

Omar Al-Farisi
Tel: (212) 325-2565
Fax: (212) 743-2631

Sincerely,

James Bartlett
Director
Enclosed:  Data Room and Site Visit Procedures
Blank form letter sent to round 2 bidders.doc  -  10/9/2000  -  3:35 PM
Blank form letter sent to round 2 bidders.doc  -  10/9/2000  -  3:35 PM
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