
Enron Wind Development Corp.

13000 Jameson Road

Tehachapi, California 93561
September 25, 2001

Enron Power Marketing, Inc.

1400 Smith Street

PO Box 4428

Houston, Texas 77210-4428

Re:
Conditional Termination Agreement

Ladies and Gentlemen:

This letter agreement ("Letter Agreement") is being entered into in connection with (a) the Renewable Energy Purchase Agreement, dated and executed as of January  10, 2001 ("PPA"), between Indian Mesa Power Partners II L.P., a Delaware limited partnership ("Seller"), and Enron Power Marketing, Inc. a Delaware corporation  ("Purchaser"), as to a 135 MW wind turbine power project located near Iraan, Texas (the “Indian Mesa II Project”) and (b) the Green Premium Sharing Agreement, dated and executed as of January 10, 2001 ("GPSA”) between Purchaser and Enron Wind Development Corp. ("EWDC").  Purchaser, Seller and EWDC shall be referred to individually as a “Party” or collectively as the “Parties”.

If the City Public Service, the municipal gas and electric utility of the City of San Antonio (“CPS”) and Seller execute the Power Sales Agreement in the form of the draft dated September 25, 2001 (the “CPS Agreement” – see Exhibit A attached hereto) with no amendments or conditions prior to 5pm CPT on Thursday, September 27, 2001:

1) EWDC shall cause Seller to execute and Purchaser shall execute a Termination Agreement which shall terminate the PPA effective as of the effective date of the CPS Agreement with no liability or obligation accruing to either Party prior to, or subsequent to, the termination, and 

2) the GPSA shall terminate effective as of the effective date of the CPS Agreement with no liability or obligation accruing to either Party prior to, or subsequent to, the termination, provided that Purchaser shall indemnify and defend Seller and EWDC for any claims against such entities relating to or arising out of any actual or purported assignment, transfer or right to any of the energy or Renewable Energy Credits generated or produced under the PPA, and 

3)  
No later than 5pm CPT on Friday,  September 28, 2001, EWDC shall pay Purchaser $7,000,000 (Seven-Million Dollars).  Upon the execution of the CPS Agreement, both parties agree, upon the request of the other party, to provide the other party and Seller with any documentation, including estoppel certificates, and legal opinions, reasonably requested to evidence the termination of the PPA and GPSA.

The Parties shall use good faith efforts to bring about the execution of the CPS Agreement with no amendments or conditions as soon as possible.  Each party will bear its own costs relating to this Letter Agreement and the new PPA; provided, however, that within five business days of the execution of this Letter Agreement, EWDC shall pay Purchaser $2,000.00 for a transmission study performed by Transmission Adequacy Consulting in connection with the Indian Mesa II Project, which study Purchaser shall share with EWDC upon it becoming available.  Following the termination of the PPA, each Party shall keep confidential and not disclose to any third party the terms of this Letter Agreement and Purchaser shall keep confidential and not disclose to any third party all information relating to the Indian Mesa II Project and the PPA for a period of three years.  Each Party represents and warrants that execution of this Letter Agreement and the obligations herein (including without limitation EWDC’s obligation to cause Seller to execute a Termination Agreement, as set forth above) is within its powers, have been duly authorized by all necessary action and do not violate any of its governing documents, any contracts to which it is a party or any law, rule, regulation, order or the like applicable to it.  If the CPS Agreement is not fully executed prior to 5pm CPT on Thursday, September 27, 2001 with no amendments or conditions, (i) Purchaser shall promptly provide EWDC and Seller written notice thereof, and (ii) this Letter Agreement shall not be effective and no liability or obligation hereunder shall accrue to any of the Parties hereunder.

If each of you acknowledge and agree with the foregoing, please execute a copy of this Letter Agreement where indicated below and deliver the executed page to each of the undersigned at your earliest convenience.  This Letter Agreement may be executed in any number of counterparts and by facsimile, each of which will be deemed an original, but all of which together will constitute one and the same instrument.  This Letter Agreement shall be governed by, and construed in accordance with, the law of the State of Texas applicable to contracts made and to be performed in the State of Texas. 

Very truly yours,

ENRON WIND DEVELOPMENT CORP.


By:




Name:
Tod Lindholm
Title:
Chief Financial Officer

ACKNOWLEDGED AND AGREED:

ENRON POWER MARKETING, INC.

By:______________________________
Name: Kevin Presto
Title: Vice President
Date: _____________
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