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For A

MASTER POWER PREPAYMENT AGREEMENT

Between

Enron North America Corp.

And

CALPINE CORP.
October 15, 2001

Enron North America Corp. (“ENA”) proposes providing a Master Power Prepayment Agreement (“MPPA”) to Calpine Corp. with an initial prepayment funded at closing.  The prepayment amount shall be repaid by the proceeds from the sale of the energy and ancillaries set forth on Exhibit 2 (the “Dedicated MWhs and Ancillaries”).  In addition, a series of gas commodity and basis swaps will be executed in order to lock in a spark spread.  Calpine shall provide supplemental support for the transaction in the form of a lien on a portion of its gas reserves in Canada and Texas.  The value of this collateral shall be preserved by the execution of a swap with ENA.  

The terms and conditions of each of these transactions are described below:  

MASTER POWER PURCHASE AGREEMENT:

Seller:
Holding Company, a newly formed, wholly owned subsidiary of Calpine. Prior to closing, Calpine shall convey the Calpine project subsidiaries identified on Exhibit 1, as amended from time to time (the “Calpine Plants”), to Holding Company.  Calpine and Holding Company shall execute an Asset Management Agreement whereby Calpine shall provide operating, marketing and scheduling services for the Calpine Plants.


While ENA believes that the formation of a Holding Company maximizes Calpine’s flexibility and execution, the feasibility of other structures can be explored. 
[Seller Guarantor:]
[Calpine Corp.  Guaranty shall be consistent with the guaranties typically provided under the standard ISDA Master Agreement.]


Buyer:
MPPA Co., a newly formed entity created for the purpose of facilitating this transaction.

Facility Amount:
[$1,000,000,000.] The Facility Amount will be limited to a maximum percentage of aggregate plant capacity in the relevant regions.

Initial Prepayment Amount:
$512,702,000 based on the Dedicated MWhs and Ancillaries set forth on Exhibit 2 at current indicative prices.
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Closing Date:
[November 15, 2001]

Final Maturity:
Five (5) years for the Initial Prepayment Amount.  Seller and Buyer shall agree to the maturity date for any Additional Prepayments at the closing of those transactions  The MPPA will expire ten (10) years from the Closing Date. 
Requests for Additional 
Prepayment:
At any time prior to the expiration of the MPPA, assuming no Event of Default has occurred and remains outstanding, Calpine may request that an Additional Prepayment be made based upon (i) additional Dedicated MWhs and/or Ancillaries for a specific time period not to extend beyond the Final Maturity and (ii) the additional Prepayment Collateral.

Additional Prepayment:
MPPA Co., or a new entity, shall make an offer for the additional Dedicated MWhs and Ancillaries proposed in the Request based upon market conditions at the time of the Request.

Origination Fee:
2% of each Prepayment amount.
Dedicated MWhs and

Ancillaries:
The energy and ancillaries set forth on Exhibit 2.  Holding Company shall cause the Calpine Plants to sell the Dedicated MWhs and Ancillaries in the market each month to provide the cash flow for Settlement.  These amounts set forth on Exhibit 2 shall be converted to a firm daily schedule at closing (the “Contract Quantities”).  The Contract Quantities shall be [joint and several obligations of Holding Company and Calpine] [guaranteed by Calpine] and shall be senior in priority to any other sales from the Calpine Plants. 
Delivery Schedule:  
Financial only, monthly settlement at the relevant index.
Settlement Price:
An index price as published in a recognized source [to be determined] for the applicable determination period for a liquid trading point (to the extent available) in each NERC region or sub-region, as appropriate, in which Dedicated MWhs and Ancillaries have been designated.
Settlement:
Automatic.  Holding Company shall pay the Settlement Price for each NERC region or sub-region multiplied by the Contract Quantities for each region or sub-region for that month.

Settlement Period:
The end of each calendar month.




Representations, Warranties

and Covenants:
Customary for transactions of this type, including but not limited to:
(i) [Limitations on debt and liens incurred by Holding Company and the Calpine Plants]; and
(ii) Restrictions on the amount of sales in the relevant regions or maintenance of outage insurance.

Conditions Precedent:
Customary for transactions of this type, [including but not limited to the creation and successful funding of MPPA Co.]
Events of Default:
Customary for transactions of this type, including but not limited to: 

(viii) Voluntary and involuntary bankruptcy;

(ix) Judgments;

(x) Liens;

(xi) Non-delivery of power and ancillaries (where applicable); and

(xii) Non-payment of any amounts owed.

Remedies:
Customary for transactions of this type, including but not limited to early termination with a termination payment to include any breakage costs associated with risk management or financing.
GAS SWAP AGREEMENTS (NYMEX and Basis to Plant Hubs)

Parties:




ENA






[Holding Company or Calpine Plants]
Volume:
To be determined, based on the heat rate of the least efficient plant in the regions in which Dedicated MWhs and Ancillaries have been designated multiplied by the Contract Quantities.

Term:




5 years

Right of Set-off:
ENA shall have the right to set-off any payments defaulted by Holding Company under the MPPA against any amounts that ENA owes Holding Company or the Calpine Gas Entities under the Gas Swap Agreements.  

Collateral:
Perfected, first priority lien on a portion of the gas reserves in Canada and Texas owned by Calpine’s Gas Entities.
Representations, Warranties,

Conditions and Events of Default:
Consistent with those set forth in the standard ISDA Master Agreement.
GAS SWAP AGREEMENTS (NYMEX and Basis to Reserve Hubs)
Parties:
ENA






Calpine Gas Entities

Volume:
Same volume as the Plant Hub swaps limited to the extent necessary by maximum production volume.
Term:
To be determined.
Collateral:
Perfected, first priority lien on a portion of the gas reserves in Canada and Texas owned by Calpine’s Gas Entities.
Representations, Warranties,

Conditions and Events of Default:
Consistent with those set forth in the standard ISDA Master Agreement.
THIS SUMMARY OF TERMS AND CONDITIONS IS ATTACHMENT “A” TO A LETTER OF UNDERSTANDING DATED OCTOBER 15, 2001 AND IS NOT TO BE CONSIDERED SEPARATELY FROM THE LETTER OF UNDERSTANDING. THE LETTER OF UNDERSTANDING AND THIS ATTACHMENT “A” ARE NOT INTENDED TO BE COMPLETE AND ALL-INCLUSIVE OF THE TERMS OF THE PROPOSED TRANSACTION, NOR DOES THE LETTER OF UNDERSTANDING OR THIS ATTACHMENT “A” CREATE A BINDING AND ENFORCEABLE CONTRACT BETWEEN OR COMMITMENT OR OFFER TO ANY PARTY OR PARTIES. ANY TRANSACTION IS CONDITIONED UPON THE RESULTS OF A DUE DILIGENCE REVIEW TO ENA’S SOLE SATISFACTION, WHICH DUE DILIGENCE REVIEW HAS NOT YET BEEN CONCLUDED.
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Footnotes:

1.  NEPOOL Ancillaries are comprised of 30 MW of each of the following:  10 Minute Spinning Reserve,

     10 Minute Non-Spinning Reserve, and 30 Minute Operating Reserve.
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