ENRON NORTH AMERICA CORP.


 Term Sheet to Onondaga Cogeneration Limited Partnership

Terms and Conditions for a Proposed Transaction

between

Enron North America Corp., Aquila Energy Corp., and

Onondaga Cogeneration Limited Partnership

Purpose

This proposal outlines certain economic and other terms and conditions under which Enron North America Corp. (“ENA”), Aquila Energy Corp. (“Aquila”), and Onondaga Cogeneration Limited Partnership (“OCLP”) would enter into negotiations to effect a refinancing of the existing ISDA Swap Agreement (“the Swap Agreement”) between OCLP and Niagara Mohawk Power Corporation (“NIMO”) dated June 30, 1998 (the “Swap Refinancing Proposal”).

ENA’s Swap Refinancing Proposal is contingent upon the successful negotiation and execution by ENA, Aquila, and OCLP of definitive agreements necessary for the sale/redemption of ENA’s cash flow interest in OCLP, as such interest is described in the Cash Flow Interest Agreement (“CFIA”) between OCLP and Enron Capital and Trade Resources, Corp., dated June 30, 1998.

This Swap Refinancing Proposal is being provided to Aquila and OCLP for discussion purposes only, and does not represent a binding commitment on the part of ENA to enter into any transaction.  

Swap Refinancing Proposal

ENA, Aquila, and OCLP shall enter into negotiation of a definitive agreement (the “Agreement”) which shall include the following provisions:

1. OCLP shall permanently assign, pledge, or otherwise transfer, in a form acceptable to ENA, all (100%) of OCLP’s rights, entitlements, and interests in the Swap Agreement.  

2. The timing of any payments made to OCLP by ENA under the Agreement shall coincide with the date of any payments owed to ENA by NIMO under the terms and conditions of the Swap Agreement.  

3. Each of Aquila and OCLP shall provide assurances including but not limited to financial guarantees, in a form acceptable to ENA, that OCLP shall achieve and/or maintain any and all capacity tests, requirements, conditions or limitations necessary for ENA to receive its expected economic benefits under the Swap Agreement.

4. The Agreement shall contain cross-default provisions with respect to the Swap Agreement.  Aquila and OCLP shall provide customary credit assurances for a transaction of this nature.

5. Each of Aquila and OCLP shall provide customary representations and warranties for a transaction of this nature.

6. The Agreement shall contain customary conditions precedent for a transaction of this nature, including the sale by ENA of its cash flow interest in OCLP.

7. The Agreement shall provide for the following payments to OCLP:


March 1, 2001 through December 31, 2001:
$2,891,000 per month


January 1, 2002 through December 31, 2002:
$2,392,000 per month


January 1, 2003 through June 30, 2008:

$1,265,982 per month
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