· For Review and Discussion Purposes Only –


Exhibit A

Draft Term Sheet for
Tolling and Energy Marketing Agreement Between 

Enron Power Marketing, Inc. and 

Teco Power Services CorporationTeco
February __, 2001

Parties:


TecoTeco Power Services Corporation(“Teco”), and Enron Power Marketing, Inc. (“EPMI”)

Plant Information:

Teco has agreed to purchase AEP’s Frontera power plant, a [514] MW gas-fired combined cycle plant near Corpus Christi, Texas (“Plant”). This plant is currently operational and has a 7,000Btu/kwh heat rate (“Plant Heat Rate”). It is comprised of two 701 EA’s, and the plant has the option to send power from one of the turbines across a [138 kV] radial transmission line (the “Radial Transmission Line”) into the electrical tranmission system owned by the Comision Federal d’Electricidad (the “CFE”) in Mexico 
Term:



Fifteen years startingJanuary 1, 2002.  

Structure:

 
EMPI would toll 300 MWs (“Tolled Capacity”) and would act as exclusive power and gas marketer for the remaining [214] MW (“Marketing MWs”). In addition to providing marketing services, EPMI would act as the Plant’s Qualified Scheduling Entity (“QSE”) for interfacing with ERCOT, such QSE services to be required of all generators within ERCOT starting January 1, 2002. The details of the QSE services are attached in Exhibit B. EPMI would also provide both power and gas risk management products and services to Teco. 


Capacity Payment:


EPMI would pay Teco $5.50/kw-mo plus a $2.25/MWh variable O&M fee for Tolled Capacity and Energy.
Delivery Point:

Plant bus-bar.

Alternate Delivery Point:
EPMI may, at its sole discretion, elect to require Teco to delivery up to [150MW] into the CFE via the Radial Line (the “CFE Option”).  EPMI must notify Teco of its election to execute the CFE Option on a day-ahead basis. 
Guaranteed Heat Rate:
Teco would guarantee to EPMI a heat rate of 7,000 Btu/kWh for the Tolled Capacity and Energy.

Guaranteed Availability:
Teco would guarantee to EPMI an availability percentage of [   %] for the Tolled Capacity and Energy.
Starts: 


Teco will provide EPMI 50 free starts per year.

For Marketing MWs, the price and the profit sharing between EPMI

and  Teco would work as follows:



1. 
2. 
3. 

Marketing Structure:
EPMI will market the Marketing MW using a profit sharing mechanism based on achieved heat rates.  The structure provides Teco a lot of flexibility and control.  The structure provides EPMI with the proper incentives and alignment of interests.

EPMI Sharing 

Percentage:


EPMI Sharing Percentage would be __%, for the amount greater than a heat rate strike price of _________ Btu/kWh. 

EPMI Marketing Fee

Determination (EFEE):
The EPMI Marketing Fee ($/MWh) shall be determined by the following formula:


((Heat Rate – _______) * (run hours of Available MW) * Gas Price * EPMI Sharing Percentage))/1,000





If the foregoing calculation yields a negative result, the EPMI Marketing Fee shall be equal to zero.





Heat Rate is determined by the following formula:


(Power Price/Gas Price)*1,000





Gas Price = Gas price determined in the HRDP above.





Power Price = Power price is the price per MWh received by 




Teco pursuant to the HRDP above.
Default Index:

The “Default Index” would be either the Megawatt Daily index, ERCOT ISO index or another agreed-upon index for power, e.g.Inside F.E.R.C.’s Gas Market Report - Texas Eastern Transmission Corp., South Texas (Index Column) for gas (“Gas Index”).  
Heat Rate Determination

Process (HRDP):
 






EPMI would exercise commercially reasonable efforts to provide as frequently as daily swap pricing on gas, power, and heat rates. If Teco is not satisfied with EPMI’s quotes, then EPMI and Teco would use a collaborative approach for marketing the power.  Teco would have the following options (or any combination thereof):

4. Sell to a buyer identified by Teco (with a right for EPMI to match that price)

5. Post the MWs on Enron Online at a price decided by Teco; or 

6. Give EPMI a limit order





If Teco fails to reach an agreement with EPMI and also fails to exercise one of the options set forth above, EPMI would be authorized to market the energy at the Default Index.  All power marketing, regardless of how sold or to whom, shall be included in the calculation of the EPMI Marketing Fee (as set forth below) and all power marketing shall be scheduled through EPMI.

EPMI would arrange for Enron North America Corp. (“ENA”) to supply gas to the

Project for the Marketing MWs portion with structure and pricing as follows:
Fuel Manager:

ENA would provide market-based gas to the Plant in quantities to be determined and would remarket any excess gas. ENA would be Fuel Manager to the Project for a yearly fee of $180,000 escalated at PPI. ENA would supply gas at Gas Index plus transportation charges to the Plant for standard packages. 





For non-standard packages, ENA would use commercially reasonable efforts to supply gas at the lower of the prevailing market price of gas or the cost of parking, lending, storing or paying transportation imbalance fees.

Risk management services would be provided by EPMI or related affiliates for both power and gas, and the structure and pricing would be as follows:

Risk Management

Structure (“RMS”):

For all risk management activities related to power or gas, Teco would use RMS to determine the pricing. Risk management activities could be discussed as frequently as daily with EPMI and could take several appropriate forms-- including swaps, forwards, and options – allowing Teco to hedge against price risk and enhance its position. 

According to RMS, Teco would, at its election, select one of the following prices: an Enron quoted price, an Enron Online price or a Teco third party price (provided the commodity is still scheduled through EPMI). 

Term and Conditions:
Basic Terms and Conditions, including but not limited to, those governing events of default and remedies, dispute resolution, limitations of damages, credit, taxes, treatment of proprietary and business information, confidentiality, governing law, regulatory change, and environmental matters, would be negotiated.  In connection with the Parties’ execution of a definitive agreement, Teco would (i) acknowledge the absence of any partnership or other form of relationship or association creating fiduciary duties from EPMI to Teco, and make representations relating to EPMI’s level of responsibility under such definitive agreement in relation to EPMI’s own activities in the marketplace, and (ii) acknowledge that EPMI would not performing activities under such definitive agreement described by the definition of a “commodity trading advisor” under the federal Commodity Exchange Act.or any statutory or regulatory counterpart existing in under the laws of Texas or any other state. EPMI’s provision of QSE services would be contingent on the appropriate Teco completion and maintenance of qualification with ERCOT as a certified Ancillary Service provider and/or other pertinent ERCOT market participant status, including but not limited to all applicable credit and indemnification arrangements relating thereto.

Confidentiality:

The existence of this Draft Term Sheet and all terms and conditions contained herein are confidential between EPMI and Teco and their duly appointed representatives and shall not be disclosed to third parties.

Not an Offer, For Discussion Purposes Only: The prices and terms of this Draft Term Sheet are subject to change until a definitive agreement is reached, if any.  This Draft Term Sheet is for discussion purposes only, to facilitate the negotiations, preparation, and execution of a definitive agreement.  This is not an offer or commitment of EPMI or any of its affiliates to enter into or negotiate any transaction.  The transaction described herein would be subject to further review and approval of the Board of Directors of EPMI and Teco, and execution, if any, of a definitive agreement containing all appropriate provisions, including those related to events of default and remedies, dispute resolution, limitations of damages, credit, taxes, treatment of proprietary and business information, confidentiality, governing law, regulatory change, and environmental matters.  Neither party shall disclose the terms and provisions of this Draft Term Sheet to any third party.


Confidential


Page 5

