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SUMMARY OF TERMS 

FOR DISCUSSION PURPOSES ONLY

Issuer:
A newly established corporation or limited liability company that would be the owner of all of the stock of Orion Power Holdings, Inc. ("Orion").  The owners of the Issuer would be the current stockholders of Orion, and, after taking into account the transactions contemplated hereby, the Purchaser and other persons buying shares of the Issuer in an IPO of the Issuer.  

Purchaser:
Enron North America Corp. (“ENA”) and/or its affiliates or designees.
Exchange:
The Purchaser would transfer, or cause the transfer of, the interests in the power projects set forth on Annex A attached hereto to a newly formed, wholly-owned subsidiary of the Issuer in exchange for, on a tax-free basis, (i) shares of common stock, par value $____ per share, of the Issuer (“Common Stock”), representing approximately ____% of the Common Stock then outstanding, assuming for purposes herein of a registered IPO of the Issuer of ____________ shares for at least $________ million, and approximately ____% on a fully diluted basis, and (ii) the issuance by such subsidiary of a senior promissory note (the "Note") in the principal amount of $____________, payable on the date one year after closing, and accruing interest at a rate of ___% per annum, payable quarterly.  The Note would be prepayable, at the option of the obligor, without premium or penalty.  The Note would be secured by the interests in the power projects transferred by the Purchaser and would be guaranteed by the Issuer.  The Note would also contain covenants, prepayment obligations, events of default and other terms mutually acceptable to both parties.  In addition, a portion of the Note equal to 25% of the aggregate consideration payable by the Issuer, would need to be supported by a letter of credit from a bank or other lending institution reasonably acceptable to the Purchaser.  Alternatively, that amount could be paid to the Purchaser in cash and the amount of the Note could be reduced accordingly.

Dividends:
Declaration of dividends would be at the discretion of the Board of Directors of the Issuer.

Voting Rights:
Each holder would be entitled to one vote for each share of Common Stock.  No other class of stock of the Issuer would have voting rights, either separately or with the Common Stock.
Registration Rights:
The Purchaser would have three demand registration rights and unlimited piggyback rights with respect to the shares of Common Stock beneficially owned by the Purchaser.  

Board of Directors:
The Purchaser would, at its option, have the right (a) to designate the greater of one or a proportionate number (based on the percentage of Common Stock beneficially owned) of the members of the Board of Directors of the Issuer or (b) (i) to receive prior notice of any proposed board action and to receive reasonable notice of and to attend any meeting of the Issuer’s Board of Directors, (ii) to receive, promptly after they are produced, all management reports and management accounts relating to the Issuer and (iii) upon reasonable notice, to have reasonable access to the books and records of the Issuer, including statutory books, minute books and customer lists.

Transfer Rights:
The shares of Common Stock to be owned by the Purchaser would be freely transferable subject to compliance with applicable securities laws.

Purchase

Agreement:
Mutually acceptable representations, warranties, covenants, conditions and indemnification provisions would be set forth in a purchase agreement.  Such purchase agreement would contain a representation and an ongoing covenant that the Issuer does not then, and in the future will not, have any agreements that purport to impose restrictions or limitations on the Purchaser, as an affiliate of the Issuer or otherwise, without the prior written consent of the Purchaser.

Business Opportunity

Agreement:
The Issuer, the Purchaser and each of the other primary stockholders of the Issuer would enter into a business opportunity agreement to confirm that, except as may be specifically agreed to in writing, the Purchaser is not obligated to bring any business opportunity to the Issuer, and is not otherwise obligated to forego any business opportunity.

Other Agreements:
The Issuer, on the one hand, and the Purchaser and its affiliates, on the other hand, would enter into definitive agreements with respect to various power sales and marketing activities and other matters, all as more detailed in the Term Sheet attached hereto as Annex B.

Fees and Expenses:
The Issuer would pay all of the Purchaser’s legal fees, professional fees and other transaction costs incurred in the evaluation and negotiation of the proposed transaction, whether or not the proposed transaction closes.  The Issuer would also pay all filing fees associated with all filings required under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, and any other notification or request for consent, approval or permission that may be required by statute, regulation or judicial decrees in connection with the proposed transaction.

Arbitration:
The settlement of disputes or other matters involving the Purchaser and the Issuer would be through arbitration.

Closing:
Conditions precedent to closing shall include:

1) The Issuer shall have contemporaneously completed an IPO of its Common Stock, on terms acceptable to the Purchaser;

2) All corporate governance matters of the Issuer shall be acceptable to the Purchaser, including, without limitation, any defensive techniques, stockholder arrangements, restrictions on transfers or issuances of securities of the Issuer, and supermajority voting requirements;

3) If requested, designees of the Purchaser shall be appointed to the Board of Directors of the Issuer;

4) The Purchaser shall have completed a due diligence review of the Issuer, including title and environmental due diligence, the results of which review must be satisfactory to the Purchaser;

5) The board of directors of each of the Issuer and the Purchaser must have approved of the proposed transaction;

6) Any applicable waiting period pursuant to the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, shall have expired;

7) All other consents including, without limitation, any required stockholder approval, and waivers necessary to complete the proposed transactions shall have been obtained by the parties.

8) The shares of Common Stock shall have been approved for listing on the applicable stock exchange;

9) No material adverse change shall have occurred in the business, properties or financial condition of the Issuer from the date of the definitive agreements;

10) There shall have been delivered all instruments, certificates and opinions required by the definitive agreements;

11) Employment agreements acceptable to the Purchaser shall be entered into by the Issuer with certain members of management of the Issuer to be specified by the Purchaser; and

12) Such other information and documents contemplated by the definitive agreements as the Purchaser may reasonably request shall have been provided.

THIS SUMMARY OF TERMS IS FOR DISCUSSION PURPOSES ONLY AND IS NOT COMPLETE AND ALL-INCLUSIVE OF THE TERMS OF THE PROPOSED TRANSACTION THAT WOULD NEED TO BE AGREED UPON BEFORE THE PARTIES WOULD AGREE TO A DEFINITIVE AGREEMENT FOR THE TRANSACTIONS DISCUSSED HEREIN.  THIS SUMMARY OF TERMS DOES NOT CREATE, AND IS NOT INTENDED TO CREATE, A BINDING OR ENFORCEABLE CONTRACT BETWEEN THE PARTIES OR ANY DUTY ON ANY PERSON TO NEGOTIATE TOWARD A BINDING CONTRACT.  THIS SUMMARY MAY NOT BE RELIED UPON BY ANY PERSON AS THE BASIS FOR A CONTRACT BY ESTOPPEL OR OTHERWISE.  A BINDING COMMITMENT WITH RESPECT TO THE TRANSACTIONS DISCUSSED HEREIN CAN ONLY RESULT FROM THE EXECUTION AND DELIVERY OF DEFINITIVE AGREEMENTS.

ANNEX A

	Description of Power Projects
	
	Description of Ownership Interests

	Brownsville - Haywood County Tennessee

The Brownsville Project is a 492 MW natural gas fired, simple power cycle generation facility located approximately five miles east of the city of Brownsville in Haywood County, Tennessee.
	
	The Purchaser would contribute Brownsville Power I, L.L.C., a wholly owned subsidiary of the Purchaser, which owns 100% of the Project.

	Caledonia - Lowndes County, Mississippi

The Caledonia Project is a 498 MW natural gas fired, simple cycle power generation facility located approximately 15 miles northeast of the town of Columbus, Mississippi.
	
	The Purchaser would contribute Caledonia Power I, L.L.C., a wholly owned subsidiary of the Purchaser, which owns 100% of the Project.

	New Albany - Union County, Mississippi

The New Albany Project is a 391 MW natural gas fired, simple cycle power generation facility located several miles northeast of New Albany, Mississippi.
	
	The Purchaser would contribute New Albany Power I, L.L.C., a wholly owned subsidiary of the Purchaser, which owns 100% of the Project.

	Gleason Power I - Weakley County, Tennessee

The Gleason Project is a 533 MW natural gas fired, simple cycle power generation facility located at 1156 James Mill road in Gleason, Tennessee
	
	The Purchaser would contribute Gleason Power I, L.L.C., a wholly owned subsidiary of the Purchaser, which owns 100% of the Project.

	Wheatland - Knox County, Indiana

The Wheatland Project is a 503 MW natural gas fired, simple cycle power generation facility located at 480 North Hall Road in Wheatland, Indiana.
	
	The Purchaser would contribute West Fork Land Development Company, L.L.C, a wholly owned subsidiary of the Purchaser, which owns 100% of the Project.

	Lincoln Center - Will County, Illinois

The Lincoln Center Project is a 650 MW natural gas fired, simple cycle power generation facility located at 27155 South Kankakee Street in Manhattan, Illinois.
	
	The Purchaser would contribute Des Plaines Green Land Development, L.L.C., a wholly owned subsidiary of the Purchaser, which owns 100% of the Project.

	Las Vegas Cogeneration II - Clark County, North Las Vegas, Nevada

The LV Cogen II Development Project will be a 216 MW natural gas fired, combined cycle power generation facility located adjacent to the Las Vegas Cogeneration project located at 1701 East Alexander Road, North Las Vegas, NV, in Clark County.
	
	The Purchaser would contribute Las Vegas Cogeneration II, L.L.C., a wholly owned subsidiary of the Purchaser, which owns 100% of the Project.

	Pastoria - Kern County, California

The Pastoria Development Project will be a 750 MW natural gas fired, combined cycle power generation facility located approximately 30 miles south of the city of Bakersfield in Kern County, California.
	
	The Purchaser would contribute Pastoria Power I, L.L.C., a wholly owned subsidiary of the Purchaser, which owns 100% of the Project.

	Moore Power Plant - County of Lambton, Ontario, Canada

The Moore Development Project will be a 325 MW natural gas fired, simple cycle power generation facility located approximately 20 miles south of Sarnia, Ontario.
	
	The Purchaser would contribute Moore Power I, L.L.C., a wholly owned subsidiary of the Purchaser, which owns 100% of the Project.
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