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Enron North America Corp.

P.O. Box 4428

Houston, TX 77210-4428

Phone: (713) 853-3300

Fax: (713)646-2495



February 15, 2000

Reliant Energy Services, Inc.

Houston Industries Plaza

1111 Louisiana

Houston, TX 77002

Attention:  Guy Diccani

Fax No.: 
(713) 207-1122
Telephone No.: 
(713) 207-1300

Re:
WEATHER TRANSACTION -- ENA Contract No. WR0855

Dear Sirs:

1.  Reference is made to the Master Agreement dated as of October 13, 1993 (the “Agreement”) between Reliant Energy Services, Inc. (“Counterparty”) and Enron North America Corp., (“ENA”) pursuant to which this Confirmation is delivered and to which the Transaction contemplated herein is subject.

The definitions and provisions contained in the 1991 ISDA Definitions and the 1993 ISDA Commodity Derivatives Definitions, as such definitions may be amended, supplemented, replaced or modified from time to time (collectively the “Definitions”), each as published by the International Swaps and Derivatives Association, Inc. (“ISDA”), are incorporated into this Confirmation.  In the event of any inconsistency between the Definitions and this Confirmation, this Confirmation will prevail.  In the event of any inconsistency between the 1991 ISDA Definitions and the 1993 ISDA Commodity Derivatives Definitions, the 1993 ISDA Commodity Derivatives Definitions will prevail
2. Terms of Transaction.  The terms of the particular Transaction to which this Confirmation relates are as follows:

Transaction Type:
Cooling Degree Day (“CDD”) Cap Option




Notional Amount:
$10,000 per CDD




Trade Date:
February 11, 2000




Effective Date:
May 1, 2000




Termination Date:
September 30, 2000

Premium Payment Details:


ENA shall pay Counterparty $445,000 two Business Days after this Confirmation has been duly executed by both parties.



Calculation Period:
The period from and including the Effective Date to and including the Termination Date.




Payment Date(s):
The fifth Business Day after the Floating Amount for the Calculation Period is determinable, provided, however, that a one time adjustment in the amount paid will be made by the appropriate party, if applicable, if the National Climatic Data Center (“NCDC”) makes any correction or adjustment to the reported daily high and low temperatures within 95 days of the end of the Calculation Period for any day within the Calculation Period.



Fixed Amount Payer:

(Buyer of the Option)
ENA




Floating Amount Payer:

(Seller of the Option)
Counterparty




Strike Amount:
2,400 CDD




Floating Amount:
The sum of CDD’s calculated in accordance with the procedure detailed below, for each day during the applicable Calculation Period.
CDD for each day is equal to the greater of (i) the non-rounded average of the daily high and daily low temperatures in degrees Fahrenheit from and including 12:01 AM on that day to and including 12:00 AM on the next day local time as measured by the National Weather Service (“NWS”), and reported by the NCDC, for the Reference Weather Station minus 65 or (ii) zero.  The daily high and low temperatures measured by the NWS and reported by the NCDC shall be rounded to whole numbers prior to the calculation of CDDs as follows:  if the first number after the decimal point is five (5) or greater then the whole number shall be increased by one (1), and if the first number after the decimal point is less than five (5) then the whole number shall remain unchanged (the “Rounding Convention”).

“NWS” means the National Weather Service, the division of the National Oceanic and Atmospheric Administration responsible for providing weather and flood warnings, public forecasts and advisories for all of the United States, its territories, adjacent waters and ocean areas, or its successor organization.




Reference Weather Station

(“RWS”):
New Orleans International Airport, New Orleans, LA, WBAN #12916, WMO #72231




Fallback Reference Weather Station

(“FRWS”):
If for any day during the Calculation Period a daily maximum or daily minimum temperature is unavailable for the RWS then the missing temperature(s) for that day at such RWS shall be calculated in accordance with the following procedure: 

(i) the daily maximum (if the missing temperature is a daily maximum) or daily minimum (if the missing temperature is a daily minimum) temperature for the corresponding day of each of the previous 30 years at such RWS shall be identified as reported in degrees Fahrenheit by the NCDC (which numbers as reported by the NCDC shall not be rounded by the parties) and an average temperature shall be determined, which average temperature shall be determined to and including four decimal points; 

(ii) in accordance with the above procedures, the daily maximum or daily minimum temperature as appropriate shall be determined for the corresponding day of each of the previous 30 years at the NWS Weather Station at Mobile Regional Airport, Mobile, AL, WBAN #13894, WMO #72223  (the “Fallback Reference Weather Station”) or in the event such data is not available, from the closest geographical location that publishes NWS data for that period as reported in degrees Fahrenheit by the NCDC (which numbers as reported by the NCDC shall not be rounded by the parties), and an average temperature shall be determined, which average temperature shall be determined to and including four decimal points;

(iii) the average temperature generated in (ii) above shall be subtracted from the average temperature generated in (i) above (with the resulting number (whether positive or negative) referred to as the "Average Temperature Difference Number"); 
(iv) the daily maximum or daily minimum temperature as appropriate for the corresponding FRWS for the day for which the daily maximum or daily minimum temperature is missing for the RWS shall be identified as reported in degrees Fahrenheit by the NCDC (which number as reported by the NCDC shall not be rounded);and 
(v) the temperature determined in (iv) shall be adjusted by adding the Average Temperature Difference Number if it is a positive number and subtracting the absolute value of the Average Temperature Difference Number if it is a negative number, with the resulting number being rounded in accordance with the Rounding Convention.  The final rounded whole number determined in (v) shall be deemed the daily maximum or daily minimum temperature as appropriate for the RWS for the relevant day and shall be the number used to make the calculations as required pursuant to the procedures set forth in the “Floating Amount” above.


Data Sources:
The data used to determine the Floating Amount (and to the extent required, data for the FRWS) shall be obtained from the NCDC’s official website located at http://www.nndc.noaa.gov, or any successor thereto; provided, however, if data is not reported for any particular day at such website, then the data for such day shall be obtained from the website for the appropriate Regional Climate Data Center located at http://www.nws.noaa.gov/regions.shtml, or any successor thereto; and provided further to the extent that (i) the NCDC data is corrected or adjusted within 95 days of the end of the Calculation Period or (ii) the data is temporarily sourced from the Regional Climate Data Center, then the data for such new, adjusted or corrected number(s) shall be obtained from the NCDC’s official website located at http://www4.ncdc.noaa.gov. Notwithstanding the foregoing, if neither the Regional Climate Data Center nor the NCDC issues data for the RWS, then the procedures set forth under "Fallback Reference Weather Station(s)" shall be utilized to determine the missing data.



Strike Amount Differential:
The amount equal to the excess (if a positive number) of (i) the Floating Amount over (ii) the Strike Amount




Payment Amount:
Notwithstanding any provision of the Agreement to the contrary, if the Floating Amount is greater than the Strike Amount, the Floating Amount Payer shall pay the Fixed Amount Payer an amount in US Dollars equal to the product of (i) the Notional Amount and (ii) the Strike Amount Differential, which amount shall be due and payable on the applicable Payment Date, provided, however, that the maximum amount payable by the Floating Amount Payer shall not exceed $3,000,0000.



 3.Account Details:

Payments to ENA:

Pay  
:
Bank of America, N.A.




For the Account of
:     Enron North America Corp.




Account Number/

CHIPS UID
:
3750494727

Fed. ABA No.
:
111000012





Payments to Counterparty:





Pay  
: [Please Advise]




For the Account of
: [Please Advise]




Account Number/

CHIPS UID
: [Please Advise]




Fed. ABA No.
: [Please Advise]





Attn:  
: [Please Advise]




4. Representation.  ENA and Counterparty each represent that as of the Trade Date it is: (i) exposed in the conduct of its business to the risk of variations in temperature of the kind reflected in this Transaction and (ii) entering into this Transaction solely to offset or manage that risk.

Please promptly confirm that the foregoing correctly sets forth the terms of the Transaction entered into between us by executing the copy of this Confirmation and returning it to us within two (2) Business Days after the date first above written via facsimile to (713) 646-2495, Attention: Weather Confirmation Dept.  

Enron North America Corp. is pleased to have entered into this Transaction with you.

Yours sincerely,

ENRON NORTH AMERICA CORP.

By:
_____________________________

Name:
_____________________________

Title:
_____________________________

Confirmed as of the Trade Date:

RELIANT ENERGY SERVICES, INC.
By:
_____________________________

Name:
_____________________________

Title:
_____________________________
1

