DISCUSSION DRAFT 10/26/01


GAS SETTLEMENT AND RELEASE AGREEMENT

This Gas Settlement and Release Agreement (this "Agreement") is effective as of the 1st day of November, 2001, by and between Enron North America Corp., a Delaware corporation ("ENA") and TBG Cogen Partners, a New York partnership ("TBG") (each a "Party" and collectively the "Parties").


WHEREAS, ENA (as successor in interest to Enron Gas Marketing, Inc.) and TBG previously entered into that certain Amended and Restated Gas Sales Agreement dated June 30, 1988, as amended by that certain First Amendment to the Amended and Restated Gas Sales Agreement dated December 31, 1991, and that certain Second Amendment to the Amended and Restated Gas Sales Agreement dated as of November 1, 1999, concerning the sale of gas by ENA to TBG (collectively, the "Gas Agreement").


WHEREAS, ENA and TBG desire to entirely replace and supersede the Gas Agreement effective as of November 1, 2001 with two Transaction Agreements governed by an ENFOLIO® Master Firm Purchase/Sale Agreement between the Parties.


WHEREAS, ENA and TBG have reached agreement concerning the certain quantities of gas and pricing of such quantities sold by ENA to TBG under the Gas Agreement during the period January 1, 2001 through October 31, 2001 (the “Settlement Period”).


NOW, THEREFORE, in consideration of the mutual promises and covenants herein, the receipt and sufficiency of which are hereby expressly acknowledged by ENA and TBG, the parties do hereby agree to the following, notwithstanding any possible contrary interpretation of the Gas Agreement:

1.
Any capitalized terms not defined herein shall have the meanings set forth in the Gas Agreement.

2.
ENA and TBG agree that the quantities and price for the Grumman Requirements Gas and the LILCO Requirements Gas sold and delivered under the Gas Agreement during the months of the Settlement Period set forth in Exhibit “A” attached hereto shall be as set forth on Exhibit “A”.  ENA shall make appropriate payments to TBG to reconcile the months of January through September to the quantities and prices listed on Exhibit “A” on or before October 31, 2001.  With respect to deliveries of gas in October 2001, ENA and TBG agree that 55% of the volume is Grumman Requirements Gas and 45% of the volume is LILCO Requirements Gas.  ENA shall invoice TBG for such October 2001 gas on or before November 15, 2001 and TBG shall pay such invoice on or before November 30, 2001.

3.
ENA and TBG agree that TBG may, at any time in its sole discretion, consume the Section 2.3 Gas delivered by ENA in accordance with Section 2.3 of Article II (Quantity) of the Gas Agreement.

4.
ENA and TBG agree that the Gas Agreement shall be terminated effective as of November 1, 2001 and replaced by the two Transaction Agreements governed by an ENFOLIO® Master Firm Purchase/Sale Agreement executed by the Parties simultaneously with this Agreement.

5.
Except as set forth in Paragraph 2 of this Agreement and except for volume adjustments resulting from pipeline actualizations, each Party does hereby FULLY AND FINALLY RELEASE, DISCHARGE, and FOREVER ACQUIT the other Party, and its assigns, insurers, officers, directors, employees, agents and attorneys, from any liability, obligation, claim or cause or right of action, known or unknown, foreseen or unforeseen, arising under the Gas Agreement. 

6.
This Agreement contains the entire agreement between TBG and ENA concerning the subject matter hereof and shall be governed by the laws of the State of New York.  Any modifications to this Agreement shall be of no force or effect unless in writing and executed by the parties hereto.


IN WITNESS WHEREOF, ENA and TBG have executed this Agreement in multiple originals effective as of the date set forth above.


ENRON NORTH AMERICA CORP.


By:









Name:









Title:









TBG COGEN PARTNERS




By:
Bethpage Cogeneration





Limited Partnership, L.P.,





a general partner





By:
SMO Bethpage, Inc.






a general partner



By:










Name:










Title:











By:
GEC Bethpage Inc.,





a general partner


By:









Name:









Title:











By:
JMC Bethpage, Inc.,





a general partner


By:









Name:









Title:








EXHIBIT A

	Month
	Grumman Requirements Gas (MMBtus/month)
	Grumman Price ($/MMBtu)
	LILCO Requirements Gas (MMBtus/month)
	LILCO Price ($/MMBtu)

	January
	199,925
	2.1889
	163,575
	11.2661

	February
	161,150
	2.5215
	154,350
	7.0512

	March
	171,875
	2.3744
	140,625
	5.6839

	April
	188,100
	2.4784
	153,900
	6.0794

	May
	134,365
	2.6069
	109,935
	5.5144

	June
	187,550
	2.6155
	153,450
	4.2262

	July
	213,125
	2.4766
	174,375
	3.6047

	August 
	207,818
	2.4625
	170,032
	3.6047

	September
	92,400
	2.3971
	75,600
	2.6329

	October
	55% of total October quantity
	2.3334
	45% of total October quantity
	2.1018
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