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                                                                          Enron Power Marketing, Inc.
                                                                                                    P.O. Box 4428

                                                                                                             Houston, Texas 77210-4428

                                                                                                                         (FAX) (713) 646-2491

May 04, 2000
Chas Durkin
Morgan Stanley Capital Group Inc.
1585 Broadway Commodities 4th Fl
New York, NY 10036-8200

Fax No. (212) 761-0292
CONFIRMATION LETTER

This Confirmation Letter shall confirm the agreement reached on May 3, 2000 between Morgan Stanley Capital Group Inc. and Enron Power Marketing, Inc. (“EPMI”) regarding Enron Power Marketing, Inc.’s sale of a Put option under the terms and conditions that follow:

Enron Power Marketing, Inc. is obligated to purchase and receive, Morgan Stanley Capital Group Inc. has the option to sell and deliver.

Term:
Friday, September 1, 2000 through Saturday, September 30, 2000. 

Hour Ending (HE) 0700 through HE 2200 (16 Hours each day), 

Monday through Saturday only, excluding NERC Holidays; 

Pacific Prevailing Time. 


Strike

Price:
US Dollars $55.00/MWh.

Premium:
US Dollars $1.30/MWh to be paid within two (2) business days from receipt of invoice.

Type of

Commodity:
Firm Power 

Quantity:
100 Mws of Firm Power per hour

Delivery

Point(s):
MID COLUMBIA

Scheduling:
EPMI Real Time Operations: 1-800-684-1336

Special

Condition:
For the term of this Agreement, Morgan Stanley Capital Group Inc. has the monthly right but not the obligation to sell and deliver 100 Mws of Firm Power per hour at the Strike Price above. In order to exercise its monthly option, Morgan Stanley Capital Group Inc. must provide telephone notice to Enron Power Marketing, Inc., no later than 2:00 p.m. PPT on Friday, August 25, 2000.
If the Option is properly exercised, the parties shall be obligated to schedule, deliver and receive the Quantity for the period for which the Option is exercised.

Firm Power is power that is or will be scheduled in accordance with Applicable Reserve Requirements for which the only excuses for failure to deliver or receive are if an interruption is (i) due to an event of Force Majeure; or (ii) where applicable, to  meet Seller’s public utility or statutory obligations to its customers, provided, however, if Seller exercises its right to interrupt to meet its public utility or statutory obligations, Seller shall be responsible for payment of damages for failure to deliver Firm Power as provided in the applicable cover remedy section(s) of the Agreement.   

“Applicable Reserve Requirements” means  WSCC operating reserves

Confidentiality. Neither Party shall disclose the terms of this Transaction to a third party (other than the Party's and its affiliates' employees, lenders, counsel, or accountants who have agreed to keep such terms confidential) except in order to comply with any applicable law, order, regulation or exchange rule; provided, each Party shall notify the other Party of any proceeding of which it is aware which may result in disclosure and use reasonable efforts to prevent or limit the disclosure. The Parties shall be entitled to all remedies available at law or in equity to enforce, or seek relief in connection with, this confidentiality obligation; provided, all monetary damages shall be limited as set forth in the referenced Agreement.

This confirmation letter is being provided pursuant to and in accordance with the Master Energy Purchase and Sale Agreement between Morgan Stanley Capital Group Inc. and EPMI dated July 1, 1997 (“Agreement”), and constitutes part of and is subject to all of the terms and provisions of such agreement. Notwithstanding any contrary provisions in this Confirmation or the Agreement, any conflict between this Confirmation and the Agreement shall be resolved in favor of this Confirmation. Terms used but not defined herein shall have the meanings ascribed to them in the Agreement.

Please confirm that the terms stated herein accurately reflect the agreement reached on May 3, 2000 between you and EPMI by returning an executed copy of this letter by facsimile to EPMI at (713) 646-2491. Your response should reflect the appropriate party in your organization who has the authority to enter into this transaction. If you have any questions please call (713) 853-1886. 

Morgan Stanley Capital Group Inc.
Enron Power Marketing, Inc.

By:
__________________________
By: [image: image2.bmp]
Name:
__________________________
Name:  Tim Belden
Title:__________________________
Title: Vice President
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