Duke Energy International

P.O. Box 1642

Houston, Texas 77251-1642

5400 Westheimer Court

Houston, Texas 77056-5310

(713) 627-5600

Fax: 713 627-5905

[image: image1.wmf]
November 26, 2001

Mr. Federico Cerisoli

Enron America del Sur S.A.

Av. Eduardo Madero 900. Piso 18°

Buenos Aires

Argentina

Re:
Potential Acquisition of “Modesto Maranzana Power Plant”  


Duke Energy International, L.L.C. ("DEI") is pleased to make this preliminary non-binding proposal for the acquisition by DEI or a designated affiliate of the Modesto Maranzana Power Plant as an on-going business, located in the City of Rio Cuarto, Province of Córdoba, Republic of Argentina (the “Asset”). 


Based on the limited information available to DEI, DEI's non-binding indicative cash value for the Asset is currently US$ 9,000,000 (nine million dollars).


Some critical assumptions utilized to reach  the above valuation include:


1.- Continued applicability of Municipal and Provincial tax exemptions.


2.- Price of gas (including distribution and transportation costs) at current market value (no take or pay assumed).

3.- Revenues in Argentine Pesos.

4.- Dispatch according to current market rules.Terms and conditions of CVP and power contracts as currently declared to Cammesa.

5.- Collective Bargaining Agreement for Unionized Employees provided 16.2 month yearly salaries.

     
The valuation contained hereinabove is preliminary and subject to a detailed review of the Asset and customary due diligence which will include, but not be limited to, legal corporate, technical, accounting, tax, environmental, human resources and risk management information. Further, any transaction in connection with the acquisition of the Asset would be subject to DEI and Duke Energy Corporation management and board approvals and the execution of a definitive purchase agreement. 

This is intended to constitute a non-binding indicative offer. In addition, essential terms that are required in order to establish a binding agreement for the sale of the Asset have been neither agreed upon or discussed herein.  The statements or understandings in this letter shall not be deemed to constitute any offer, acceptance, or legally binding agreement and do not create any rights or obligations for or on the part DEI, including, but not limited to any right or obligation to utilize best efforts or good faith efforts to negotiate a binding purchase and sale agreement in connection with the Asset. 


Additionally, DEI is interested in pursuing discussions regarding a possible acquisition of Enron’s gas and power books in Argentina. 

DEI is making this proposal with the understanding that the price and other terms of its proposal, as well as the fact that discussions between DEI and Enron America del Sur S.A. are taking place, are confidential and that you may not disclose such confidential matters to anyone.


DEI is excited about the potential prospect of acquiring the Asset.  If you wish to pursue discussions with respect to a possible acquisition of the Asset or to discuss a possible sale of Enron’s Argentine power and gas books, please contact me at your earliest convenience at 54 11 4875-0000.







Very truly yours,







DUKE ENERGY INTERNATIONAL, L.L.C.







By:













Name:
Erik Ludtke

                                 


Title:
Vice-President
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