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Enron Capital & Trade Resources Corp.
P.O. Box 4428
Houston TX 77210-4428
(713) 853-3300
Fax (713) 646-4816

CONFIRMATION 
Date:
[DATE] 

To:



Catalytica, Inc (“Counterparty”)

Attn.:


From: 
Enron Capital & Trade Resources Corp. (“ECT”)

Re:
Commodity Spark Spread Swaption 

Contract No.:


The purpose of this letter agreement (together with the General Terms and Conditions of Confirmation set forth in Annex A and any other attachments hereto, collectively the “Confirmation”) is to confirm the terms and conditions of the transaction entered into between you and us on the Trade Date specified below (the “Transaction”) whereby we accepted your offer to enter into the Transaction.  The terms of the particular Transaction to which this Confirmation relates are as follows:

General Terms for Swaption:

Trade Date: 
[To be agreed]

Option Style:
American

Seller:
ECT

Buyer:
Counterparty

Premium Payment Details:
On or before [To be agreed] Counterparty shall pay ECT U.S. Dollars 9,900,000.00

Procedures for Exercise:

Automatic Exercise:
Applicable

Written Confirmation 

of Notice of Exercise:
Inapplicable

The terms of the Underlying Transaction to which the Swaption relates are as follows:

Notional Quantity per  


Determination Period:

15 MWh x 24 (hours) x the number calendar days in the relevant Determination Period

Commodity:   
Electricity – Natural Gas  

Commodity Unit:
Electricity/ MWh  -  Natural Gas MMBtu

Effective Date:
June 1, 2003


Termination Date:
May 31, 2013


Determination Period(s):
Monthly periods, with the first Determination Period commencing on and including June 1, 2003, and the final Determination ending on and including May 31, 2013

Payment Date(s):
The fifth (5th) Business Day following the date on which the Floating Price is determinable for each relevant Determination Period


Floating Price Payor:


ECT

Floating Amount:
Notwithstanding the provisions of Section 2 Payments of Annex A, for each Determination Period, a USD amount (where positive) payable by ECT, calculated as follows:

Notional Quantity per Determination Period

x

[PX – (HR x GP)]


where, 

“PX” equals the quotient of (x) the sum of the PX Prices for each hour occurring during the Determination Period and (y) the aggregate number of hours occurring during the Determination Period. For the purposes of this definition, “PX Price” for each hour is the Day Ahead Zonal Price (Constrained) for that hour for the ISO Zone known as SP-15, as published by the California Power Exchange Corporation, a California non-profit corporation, and any successor thereto;

“HR” equals 8.500;

“GP” equals the quotient of (x) the sum of the Gas Daily Price for each day during the relevant Determination Period and (y) the aggregate number of days occurring during the relevant Determination Period. For the purposes of this definition, “Gas Daily Price” means the daily price (expressed as the number of U.S. Dollars per MMBtu) of Natural Gas at the California-Arizona border, as published by Pasha Publications’ Gas Daily, and any successor thereto, for each day during the relevant Determination Period, for such day, located in the “Daily Price Survey” table, under the headings “Midpoint: Other: SoCal gas, large packages (deliveries at Topock, Daggett, Blythe, Needles, Ehrenberg)”

For the avoidance of doubt, in the event that the Floating Price for any Determination Period, calculated as set forth above, is equal to or less than zero, the Floating Price for such Determination Period shall equal zero, and no payment shall be due by either ECT or Counterparty.

              Contractual Currency:

U.S. Dollars

              Governing Law:  
Texas

              General Terms and Conditions


               of Confirmations:
The general terms and conditions contained in Annex A attached hereto and made a part hereof apply and are incorporated herein by reference
Credit or Other 

Special Provisions:
The credit provisions contained in Annex B attached hereto and made a part hereof apply and are incorporated herein by reference


For the purposes of the calculation of the Floating prices(s) all numbers shall be rounded to three (3) decimal places. If the fourth (4th) decimal number is five (5) or greater, then the third (3rd) decimal number shall be increased by one (1), and if the fourth (4th) decimal number is less than five (5), then the third (3rd) decimal number shall remain unchanged.



This Confirmation is a complete and binding agreement between you and us as to the Transaction.  Until a Master Agreement is executed by you and us, all currently existing swap, option or other financially-settled derivative transactions between the parties shall be goverened by the terms and conditions set forth in any Annex attached hereto.  All such swap, option or other financially-settled derivative transactions, shall constitute a single integrated agreement between you and us, it being acknowledged that the parties are relying upon the fact that all such swap, option or other financially-settled derivative transactions will form a single agreement and that the parties would not otherwise enter into any transactions.  The terms and conditions contained in any Annex attached hereto are incorporated into this Confirmation, and in the event of any inconsistency between any Annex and this letter agreement, this letter agreement shall govern.  Upon execution by you and us of a Master Agreement, this Confirmation will supplement, form a part of, and be subject to the Master Agreement.  In the event of any inconsistency between this Confirmation and the Master Agreement, the Master Agreement shall govern except as expressly set forth therein.


If this Confirmation correctly sets forth the terms of the Transaction that we have entered into, please promptly confirm in a reply to us by signing below and sending this Confirmation (or a copy hereof) to us (or notifying us of any bona fide error that would require revision in order to accurately reflect our agreement on the Transaction) by facsimile transmission within two Business Days after your receipt of this Confirmation.  If you fail to so reply within such time period, the terms hereof will constitute binding and conclusive evidence of the Transaction.  We look forward to receiving your prompt reply.

Enron Capital and Trade Resources Corp. is please to have entered into this Transaction with you.

Sincerely,

Enron Capital & Trade Resources Corp.

Catalytica, Inc


By:
DRAFT




By:

DRAFT



Name:

Name:


Title:

Title:

Date:

Date:

COUNTERPARTY: AFTER YOU HAVE CONFIRMED TRANSACTION, PLEASE RETURN TO ECT, ATTENTION: DIRECTOR OF DOCUMENTATION AT FAX NO. (713) 646-4816
Address for Notices to ECT:


Payment Account Information for :

1400 Smith Street 



Wire transfer to: Nationsbank of Texas

Houston, Texas  77002



Acct. No. 4140329271

Attn.:  Director; Documentation Department

(ABA Routing No. 111000025)

Telephone:  (713) 583-3300

Fax:  (713) 646-4816

With a copy of any notice given pursuant to Section 3 or 4 of Annex A or Annex B, if any, to:

1400 Smith Street 

Houston, Texas  77002

Attn.: Assistant General Counsel, Trading Group

Fax: (713) 646-4818
Address for Notices to Counterparty:

Payment Account Information for Counterparty:
Address:



Payment Account Information:

______________________________






______________________________




_______
______________________________






COUNTERPARTY: PLEASE PROVIDE ABOVE REQUESTED INFORMATION
3
This Proposal is for discussion purposes only to facilitate the negotiation, preparation and execution of a definitive agreement governing the Transaction described above. It is not intended to create a binding or enforceable contract or to be complete or all-inclusive of the terms of the related Transaction. The consummation of such Transaction is subject to the execution of a definitive agreement containing all appropriate provisions, including those relating to credit and limitation of damages and remedies.


