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RAPTOR I DERIVATIVE PROPOSAL SHEET

This Proposal Sheet is used to submit proposed derivative transactions to Talon I LLC under the Raptor I structure.  This Proposal Sheet is for Talon’s approval only, and is not in lieu of any other Enron approvals that may be required.

GENERAL

This transaction is for the Raptor I structure between Harrier I LLC and Talon I LLC

Date Approval Sheet completed:  SEPTEMBER 6, 2000

Enron person completing this form:  LISA KING

Expected trade date:  AUGUST 3, 2000

Business Unit:  ENRON NORTH AMERICA



ASSET DESCRIPTION
[Insert a detailed description of the underlying asset.]

Catalytica Combustion Systems (“CCS”) located in Mountain View, California, is a subsidiary of Catalytica, Inc. (NASDAQ:  “CTAL”).  CCS is developing a XONON Flameless Combustion system (“XONON System”) to reduce or eliminate certain toxic emissions produced by natural gas turbines.  To commercialize the XONON System, CCS is developing products for both the utility power generation and industrial applications markets through collaborative relationships with leading manufacturers in both of these market segments.  CCS is targeting commercialization opportunities in small and medium sized turbines because design and testing requirements are less extensive and the sales and commercialization process is faster than for the larger natural gas turbines used in the utility power generation market.

See attached Exhibit A.

DETAIL OF DERIVATIVE
[Insert a detailed description of the type, stated term and economic terms of the derivative being entered into and attach a copy of the proposed confirmation.]

LEGAL NAME REPRESENTED BY STOCK: Catalytica Combustion Systems, Inc.

TICKER SYMBOL: N/A  CCSI has filed S-1 with SEC to be traded on NASDAQ

TYPE OF INVESTMENT: Series B 6% convertible, non-cumulative preferred shares

TRADING EXCHANGE: N/A  CCSI has filed S-1 with SEC to be traded on NASDAQ
STRIKE PRICE:  $69.607981051 ($93,224,994.51 NOTIONAL VALUE)

NO. OF SHARES OWNED:

 
 NET –  1,339,286  plus option for 535,715 additional shares, expiring 1/14/01.  After effectiveness of S-1, if that occurs, option exercisable on a cashless basis as well until expiration.  Shares subject to 2 for 1 stock split prior to spin-off.

TYPE OF DERIVATIVE: price return swap (no dividends, no interest)

PREMIUM CALCULATION
[Include a detailed explanation of the assumptions and information used to arrive at the premium, attach all relevant work papers associated with the calculation.]

N/A

ADDITIONAL INFORMATION
  [For Public transactions include Harrier filing requirements and for Private transactions include valuation methodology and timing of revaluation.]

SEE ATTACHED VALUATION SUPPORT
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