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                             Enron Power Marketing, Inc.

              P.O. Box 4428

                                                                                                                                           Houston, Texas 77210-4428

                                                                                                                                 FAX (713) 646-2491





Confidential and Proprietary

TRANSACTION CONFIRMATION

April ___, 2001

Andy Netemeyer, Vice President

BP Energy Company

501 Westlake Park Boulevard

WL 1 Lowrise, 4th Floor

Houston, TX  77079

Dear Mr. Netemeyer:

This Transaction Letter shall confirm the agreement reached between BP Energy Company (“BPE”) and Enron Power Marketing, Inc. (“EPMI”) regarding the Transaction set forth below.  This Transaction shall be governed by the Master Power Purchase and Sale Agreement, by and between BPE and EPMI, dated April ___, 2001 (the “Master Agreement”), subject to the terms and conditions set forth below. 

Seller:

EPMI.

Buyer:

BPE.  EPMI understands that BPE is purchasing all products and services under this Transaction Confirmation for resale to Green Mountain Energy Company (“Green Mountain”).  

Transaction:
EPMI shall sell, and BPE shall purchase: 

(i) Firm All-Requirements Electric Energy (required for BPE’s sales to Green Mountain), subject to the terms set forth herein (the "Transaction").  For purposes hereof, "All-Requirements Electric Energy " shall mean firm full-requirements, load-following energy (“Energy” measured in MWh) as necessary to serve the entire hourly Energy Reliability Council of Texas ("ERCOT") Type UC (financially firm) electric Energy requirements of the Retail Customers (as defined below) at the Delivery Point, including the following ancillary services (responsive reserves, non-spinning reserves, regulation up and down reserves; but excluding the "Pass-Throughs" set forth below) (collectively, “Ancillary Services”); and 

(ii) the renewable energy credits (as defined under Section 25.173(c)(11) of the Texas Public Utility Regulatory Act (“PURA”)) associated with such All Requirements Electric Energy pursuant to the terms hereof, or "RECs", as set forth herein.  

In performing its obligations under this Transaction, EPMI shall not schedule or deliver directly to BPE energy acquired by EPMI under contracts that specifically identify the energy as being generated by a resource whose primary generation mode is coal, nuclear, municipal solid waste, fuel oil, or hydroelectric  known to EPMI’s wholesale power traders to be subject to a regulatory recommendation of removal[?] or known to it to be subject to regulatory or judicial proceedings relating to environmental opposition.  For purposes hereof, EPMI shall be deemed to have met the above requirement whenever its self-supply or third party purchases of energy from resources other than those designated above exceeds the amount of Energy delivered to BPE hereunder during any pertinent delivery day. 
Firmness:
The Parties to this Transaction recognize and understand that the All-Requirements Electric Energy product purchased and sold in this Transaction and which is currently referred to as "C" and defined in the ERCOT Protocols and/or Operating Guides will change effective June 1, 2001.  The Parties agree that neither Party has a right to terminate this Transaction solely on that basis.  The product currently referred to as "C" is a financially firm product and the Parties agree that the performance obligations of the Parties to this Transaction will continue to be financially firm.

RECs:

EPMI shall acquire and transfer to BPE RECs equal to one REC per MWh based on the following quantity in each calendar year (such quantity being referred to as the "REC Quantity"):
In each calendar year, if BPE’s Actual Load is (i) equal to or greater than 95% of the Contract Load Profile, and (ii) less than or equal to 105% of the Contract Load Profile, then the REC Quantity shall be equal to the Actual Load.
In each calendar year, if BPE’s Actual Load is less than 95% of the Contract Load Profile, then the REC Quantity shall be equal to 95% of the Contract Load Profile. 
In each calendar year, if BPE’s Actual Load is greater than 105% of the Contract Load Profile, then the REC Quantity shall be equal to 105% of the Contract Load Profile.
EPMI shall cause all such REC transfers to be duly recorded with the Program Administrator (as defined in PURA Section 25.173(c)(9)) (such duly recorded transfer being referred to as a “Transfer”).  All RECs shall represent energy generated by  new renewable generation facilities that have been certified by the Public Utilities Commission of Texas (“PUCT”).  To the extent EPMI is unable to purchase RECs from the market to meet its REC delivery obligations hereunder, EPMI shall be obligated to provide to BPE such RECs from  the 135 MW wind generation facility located in Iraan, TX (“Project Clear Sky”) subject to the provisions in the remainder of this “RECs” Section..  EPMI shall use commercially reasonable efforts to allow  BPE to be permitted to identify and advertise the source of all RECs.

Notwithstanding the foregoing, if in the year 2001, Project Clear Sky does not generate sufficient energy to provide the REC Quantity, 

then during the Settlement Period EPMI shall (as defined in PURA Section 25.173(c)(17)), acquire and Transfer to BPE sufficient RECs to match the REC Quantity through December 31, 2001.
For all RECs EPMI acquires for its performance hereunder in 2001 due to the insufficiency of Project Clear Sky’s output, BPE shall pay to EPMI the amount by which EPMI’s costs to purchase such RECs exceeds $3.50 per REC; provided, however, that EPMI shall notify BPE in advance by recorded telephone or in writing of the price of each such acquisition, and BPE shall notify EPMI via recorded phone or in writing of BPE’s approval of such acquisition or if BPE shall acquire RECs from alternate sources in lieu of EPMI making such acquisition.
If EPMI is unable through commercially reasonable efforts to acquire sufficient RECs on BPE’s behalf, BPE shall be responsible for any and all penalties or costs based on such insufficiency of RECs for BPE, including but not limited to  those imposed by the ERCOT ISO or the Public Utilities Commission of Texas, and BPE shall indemnify EPMI for any penalties or costs that may be charged or imposed on EPMI due to such insufficiency of RECs.
Delivery 

Point:

All Energy shall be delivered to the ERCOT transmission system (the "Delivery Point").  BPE shall pay for all costs and charges including, but not limited to, congestion costs and transmission and distribution line losses imposed on or associated with the delivery of Energy from the Delivery Point to the meters of Retail Customers.

Contract

Price:

BPE shall pay EPMI $54.50 per MWh for Energy delivered pursuant to the All-Requirements Electric Energy and $0.50 per REC (together the “Contract Price”).  

Pass-

Throughs:
In addition to the Contract Price, BPE shall pay directly or promptly reimburse EPMI for Pass-Throughs. "Pass-Throughs" shall mean all applicable ERCOT fees and charges attributable to Retail Customer’s Actual Load and not specifically covered under EPMI's All-Requirements Electric Energy (specifically responsive reserves, non-spinning reserves, and regulation up and down reserves), and any and all applicable taxes (consistent with the provisions of the “Governmental Changes” Section of the Master Agreement.  Pass-Throughs shall be charged by EPMI to BPE without mark-up and shall be separately itemized on EPMI's invoices. 

Period of

Delivery:
The "Period of Delivery" shall be July 1, 2001 through December 31, 2002; provided, however, that if Green Mountain acquires Retail Customers whose initial service date is in June 2001, EPMI shall provide All-Requirements Electric Energy and RECs with respect to such Retail Customers, and shall charge BPE: (i) the ERCOT 15-minute settlement interval Balancing Energy Service-Up Market Clearing Price for Energy plus ten cents ($0.10) per MWh for all Energy; and (ii) EPMI’s actual cost for Ancillary Services, Pass-Throughs and RECs.
Forecasting,

Settlement:
The actual quantities of Energy consumed by Retail Customers shall be metered or estimated, reported, invoiced and subsequently adjusted to reflect actual use data in accordance with ERCOT Protocols.  For purposes of this Agreement, “ERCOT Protocols” shall mean the Protocols duly adopted by ERCOT, including any attachments or exhibits referenced thereby, as amended from time to time, containing the scheduling, operating, planning, reliability, and settlement (including customer registration) policies, rules, guidelines, procedures, standards, and criteria of ERCOT.  BPE shall pay EPMI based upon BPE’s actual metered load quantities grossed up for transmission and distribution losses, as settled by the ERCOT ISO in MWh (“Actual Load”), and in relation to the hourly load profile quantity (expressed in MWh) included in Appendix A, attached hereto and incorporated herein by reference (“Contract Load Profile”).  The Contract Load Profile quantity for each of the four 15-minute intervals within any particular hour (“Settlement Intervals”) shall each be 25% of the Contract Load Profile quantity for that particular hour.  

In each Settlement Interval, if BPE’s Actual Load is (i) equal to or greater than 95% of the Contract Load Profile, and (ii) less than or equal to 105% of the Contract Load Profile, then the price BPE shall pay EPMI shall be the Contract Price multiplied by the Actual Load.

In each Settlement Interval, if BPE’s Actual Load is less than 95% of the Contract Load Profile, then the price BPE shall pay EPMI shall be equal to: (i) the Contract Price multiplied by 95% of the Contract Load Profile, less (ii) the Energy Refund.  The "Energy Refund" shall equal: (i) the positive difference between 95% of the Contract Load Profile and the Actual Load, multiplied by (ii) the Balancing Energy Service-Up Market Clearing Price for Energy in $ per MWh (“MCPE”).    
In each Settlement Interval, if BPE’s Actual Load is greater than 105% of the Contract Load Profile, then the price BPE shall pay EPMI shall be equal to: (i) the Contract Price multiplied by 105% of the Contract Load Profile, plus (ii) the Energy Purchase Cost, (iii) plus the Ancillary Service Cost.  The "Energy Purchase Cost" shall equal: (i) the positive difference between the Actual Load and 105% of the Contract Load Profile, multiplied by (ii) the Balancing Energy Service-Up MCPE.    


The "Ancillary Service Cost" shall equal the sum of:

(i) the product of (a) the difference between (x) BPE’s actual Regulation Up quantity obligation, less (y) 105% of the Contract Load Profile divided by Actual Load (“Overage Factor”), times BPE’s actual Regulation Up quantity obligation, times (b) the Regulation Up Market Clearing Price for Capacity in $ per MW (for purposes herein “MCPC” shall mean Market Clearing Price for Capacity), plus

(ii) the product of (a) the difference between (x) BPE’s actual Regulation Down quantity obligation, less (y) the Overage Factor times BPE’s actual Regulation Down quantity obligation, times (b) the Regulation Down MCPC, plus 

(iii) the product of (a) the difference between (x) BPE’s actual Responsive Reserve quantity obligation, less (y) the Overage Factor times BPE’s actual Responsive Reserve quantity obligation, times (b) the Responsive Reserve MCPC, plus 

(iv) the product of (a) the difference between (x) BPE’s actual Non-Spinning Reserve quantity obligation, less (y) the Overage Factor times BPE’s actual Non-Spinning Reserve quantity obligation, times (b) the Non-Spinning Reserve MCPC. 

See Appendix B, attached hereto and incorporated herein by reference, for examples of how a specific Settlement Interval is calculated.

EPMI shall not be required to serve non-residential accounts, except for non-demand commercial accounts to the extent that the Actual Load of all such non-demand commercial accounts does not exceed 5% of the Actual Load of all Retail Customers.



Block 

Trades:
EPMI shall provide Green Mountain quotes for purchases or sales of blocks of energy up to three times per month in order to assist BPE with the management of its load growth or migration.  Any resulting transactions shall be consummated as mutually agreeable separate transaction(s) under the Master Agreement or as an amendment to this Agreement. 


If BPE desires such an amendment to this Agreement, EPMI shall up to once per month (based upon the type of trading block and its associated price EPMI quotes to BPE) provide BPE a proposal for amending this Agreement’s Contract Load Profile and Contract Price (to cover the change in the Contract Load Profile) for BPE’s consideration.




 Retail 

Customers:
"Retail Customers" means the non-demand commercial or residential retail customers: (a) who receive electric generation from Green Mountain during the Period of Delivery; (b) who are located in the service territories of TXU Corporation ("TXU"), Reliant Energy, Inc. ("Reliant") and, TNP Enterprises, Inc. ("TNP") (collectively, TXU, Reliant and TNP shall be referred to as the "Operating Companies"); and (c) whose Operating Companies have determined that they will be served without real-time meters and otherwise, but rather on a load-profiled basis.

Retail

Customer

Information:
BPE shall provide EPMI written notice of the following Retail Customer information:

(i) weekly notification of BPE’s updated forecast of the number of Retail Customers on a month by month basis that BPE will be serving from the date of notification through the end of the Period of Delivery, and

(ii) timely notification of any major changes to BPE’s forecasted load that has become known to either BPE or Green Mountain.
Regulatory:
If the commencement or either the ERCOT Customer Choice Pilot (scheduled to start June 1, 2001) or the Competitive Retail Electricity Market (scheduled to start January 1, 2002) is delayed such that EPMI is unable to perform its obligations hereunder in whole or part, then EPMI shall be released of its obligation to perform such affected obligations hereunder without liability therefore until such time as the respective Customer Choice Pilot or Competitive Retail Market begins and EPMI is able to perform such obligations. 
No Third 

Party 

Beneficiaries:
(1) NOTHING IN THIS AGREEMENT NOR ANY ACTION TAKEN HEREUNDER SHALL BE CONSTRUED TO CREATE ANY DUTY, LIABILITY OR STANDARD OF CARE TO ANY THIRD PARTY. (2) NO THIRD PARTY SHALL HAVE ANY RIGHTS OR INTEREST, DIRECT OR INDIRECT, IN THIS AGREEMENT OR THE SERVICES TO BE PROVIDED HEREUNDER. (3) THIS AGREEMENT IS INTENDED SOLELY FOR THE BENEFIT OF THE PARTIES, AND THE PARTIES EXPRESSLY DISCLAIM ANY INTENT TO CREATE ANY RIGHTS IN ANY THIRD PARTY AS A THIRD-PARTY BENEFICIARY TO THIS AGREEMENT OR THE SERVICES TO BE PROVIDED HEREUNDER OR ANY PART OR SPECIFIC PROVISION HEREOF.  NOTHING IN THIS AGREEMENT SHALL CREATE A CONTRACTUAL RELATIONSHIP BETWEEN ONE PARTY AND THE CUSTOMERS OF THE OTHER PARTY, NOR SHALL IT CREATE A DUTY OF ANY KIND TO SUCH CUSTOMERS.


BP ENERGY COMPANY







By: _______________________________







Name:_____________________________







Title:______________________________

ENRON POWER MARKETING, INC.







By: _______________________________







Name:_____________________________







Title:______________________________

Appendix A

Contract Load Profile

[TO BE INSERTED]

Appendix B

Examples of Settlement Calculation

Case 1:  Actual Load is Higher than Contract Load Profile

Settlement Interval:
3:00 – 3:15 pm

Actual Load:

130 MWh 

Contract Load Profile:
100 MWh

Ancillary Services
    

Balancing Energy Service Up MCPE:  $70.00/MWh





   MCPC
Actual BPE Obligation

Regulation Up:
$2.00/MW

  10 MW

Regulation Down:
$2.00/MW

  10 MW

Responsive Reserve:
$2.00/MW

  10 MW

Non-Spinning Reserve:
$2.00/MW

  10 MW

BPE shall pay EPMI the sum of:

(i) (100 MWh)*(1.05)($55.00/MWh)  


= $5,775.00

(ii) (130 MWh – [(100 MWh)*(1.05)]) * $70/MWh

= $1,750.00 (Energy Purchase Cost)

(iii) (10 MW – [(105/130) * 10 MW]) * $2/MW = $3.85

      (10 MW – [(105/130) * 10 MW]) * $2/MW = $3.85

      (10 MW – [(105/130) * 10 MW]) * $2/MW = $3.85

      (10 MW – [(105/130) * 10 MW]) * $2/MW = $3.85




Subtotal



= $15.38        (Ancillary Service Cost)

Total for Settlement Interval 
   $7,540.38

Case 2:  Actual Load is Lower than Contract Load Profile

Settlement Interval:


3:00 – 3:15 pm

Actual Load:



80 MWh 

Contract Load Profile:


100 MWh 

Balancing Energy Service Up MCPE:  
$70.00/MWh




BPE shall pay EPMI the sum of:

(i) (100 MW)*(0.95)($55.00)  



= $5,225.00

(ii) ([(100 MWh)*(0.95)] – 80 MWh) * $70


= ($1,050.00) (Energy Refund)

Total for Settlement Interval
= $4,175.00

1
3
3

