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	                                                                          Enron Power Marketing, Inc.
                                                                                                    P.O. Box 4428
                                                                                                             Houston, Texas 77210-4428
                                                                                                                         (FAX) (713) 646-2491


February 13, 2001

John Porter
Tennessee Valley Authority
1101 Market St LP2E
Chattanooga, TN 37402-2801

Fax No. (423) 751-8702

CONFIRMATION LETTER

This confirmation lletter (“Confirmation Letter”) shall confirm the agreement reached on February 13, 2001 between Tennessee Valley Authority (“TVA”) and Enron Power Marketing, Inc. (“EPMI”) regarding Enron Power Marketing, Inc.’s sale of a Call option under the terms and conditions that follow:

Enron Power Marketing, Inc. (“Seller”) is obligated to sell and deliver; Tennessee Valley Authority (“Buyer”) has the option to purchase and receive.

	Term:
	Sunday, July 1, 2001 through Friday, August 31, 2001.  Energy may be scheduled for delivery during Hour Ending (HE) 0700 through HE 2200 (16 Hours each day), Monday through Friday only, excluding NERC Holidays; Central Prevailing Time. 



	ContractStrike
Price:
	
US Dollars $300.00/MWh.



	Premium:
	US Dollars $65.00/MWh to be paid after the date both Parties sign this Confirmation Letter and within fivetwo (52) business days from receipt of invoice.



	Contract
Quantity:
	
200 Mws of Firm energy per hour, Minimum take 50 MWh per hour,    up to 140,800 MWh Total



	Delivery
Point(s):
	
Into TVA System Border



Scheduling:	EPMI Real Time Operations: 1-800-349-5527

	Special
Condition:
	For the term of this Confirmation LetterAgreement, BuyerTennessee Valley Authority has the daily right but not the obligation to purchase and receive 200 Mws of Firm energy per hour with a minimum take of 50 MWh per hour at the ContractStrike Price above. In order to exercise its daily option, BuyerTennessee Valley Authority must provide telephone notice to Seller Enron Power Marketing, Inc., no later than 9:15 a.m. CPT on the prior business day. 

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. 

Daily pre-schedule by 11:00 a.m. CPT on the business day prior to delivery. Delivery Point is any point Into TVA System Border at Sseller’s daily election; provided that Buyer has the capability of receiving at the designated Delivery Point, by utilizing firm transmission, the Contract Quantity for the entire 16-hour scheduling period on the applicable delivery day, unless the Parties agree otherwise.




      If the Option is properly exercised, then:

Seller Failure.  If Seller fails to schedule and/or deliver all or part of the Contract Quantity it is required to schedule and deliver pursuant to this Confirmation LetterTransaction, and such failure is not excused by Force Majeure or Buyer’s failure to perform, then Seller shall pay Buyer within five (5) business days of invoice receipt an amount for each unit of such deficiency equal to the positive difference, if any, obtained by subtracting the Contract Price from the Replacement Price. The invoice for such amount shall include a written statement explaining in reasonable detail the calculation of such amount.

Buyer Failure.  If Buyer fails to schedule and/or receive all or part of the Contract Quantity it is required to schedule or receive pursuant to this Confirmation LetterTransaction and such failure is not excused by Force Majeure or Seller’s failure to perform, then Buyer shall pay Seller within five (5) business days of invoice receipt an amount for each unit of such deficiency equal to the positive difference, if any, obtained by subtracting the Sales Price from the Contract Price. The invoice for such amount shall include a written statement explaining in reasonable detail the calculation of such amount.

“Replacement Price” means the price at which Buyer, acting in a commercially reasonable manner, purchases for delivery at the Delivery Point a replacement for the portion of the Contract Quantity specified in the Transaction but not scheduled and/or delivered by Seller, plus (i) costs reasonably incurred by Buyer in purchasing such substitute product and (ii) additional transmission charges, if any, reasonably incurred by Buyer to the Delivery Point, or absent a purchase, the market price at the Delivery Point for the Contract Quantity not scheduled and/or delivered as determined by Buyer in a commercially reasonable manner; provided, however, in no event shall such price include any penalties, ratcheted demand or similar charges, nor shall Buyer be required to utilize or change its utilization of its owned or controlled assets, including contractual assets, or market positions to minimize Seller’s liability. For the purposes of this definition, Buyer shall be considered to have purchased a replacement product to the extent Buyer shall have entered into one or more arrangements in a commercially reasonable manner whereby Buyer repurchases its obligation to sell and deliver such product to another party at the Delivery Point.

“Sales Price” means the price at which Seller, acting in a commercially reasonable manner, resells any portion of the Contract Quantity not received by Buyer, deducting from such proceeds any (i) amounts reasonably incurred by Seller in reselling such power and (ii) additional transmission charges, if any, reasonably incurred by Seller in delivering such product to the third party purchasers, or absent a sale, assuming a sale could have been made in a commercially reasonable manner, the market price at the Delivery Point for such product not received as determined by Seller in a commercially reasonable manner; provided, however, in no event shall such price include any penalties, ratcheted demand or similar charges, nor shall Seller be required to utilize or change its utilization of its owned or controlled assets, including contractual assets, or market positions to minimize Buyer’s liability. For purposes of this definition, Seller shall be considered to have resold such Contract Quantity to the extent Seller shall have entered into one or more arrangements in a commercially reasonable manner whereby Seller repurchases its obligation to purchase and receive such product from another party at the Delivery Point.  

“Force Majeure” means an event or circumstance which prevents one Party from performing its obligations under thise Confirmation LetterTransaction, which event or circumstance was not anticipated as of the date thise Confirmation Lettertransaction was agreed to, which is not within the reasonable control of, or the result of the negligence of, the party claiming the Fforce Mmajeure (the “Claiming Party”), and which, by the exercise of due diligence, the Claiming Party is unable to overcome or avoid or cause to be avoided.  Force Majeure shall not be based on (i) the loss of Buyer’s markets; (ii) Buyer’s inability economically to use or resell the Contract Quantity purchased hereunder; (iii) the loss or failure of Seller’s supply; or (iv) Seller’s ability to sell the Contract Quantity at a price greater than the Contract Price.  Neither Party may raise a claim of Force Majeure based in whole or in part on curtailment by a transmission provider unless (i) such Party has contracted for firm transmission with a transmission provider for the product to be delivered to or received at the Delivery Point and (ii) such curtailment is due to “force majeure” or “uncontrollable force” or a similar term as defined under the transmission provider’s tariff; provided, however, that existence of the foregoing factors shall not be sufficient to conclusively or presumptively prove the existence of a Force Majeure absent a showing of other facts and circumstances which in the aggregate with such factors establish that a Force Majeure as defined in the first sentence hereof has occurred.  


Credit Assurance

Buyer requires secure and reliable physical delivery of the capacity and associated energy under this Confirmation Letter as well as the Agreement.  Security and reliability of physical delivery covering both the option and the physical delivery of capacity and energy will be guaranteed by Seller in the form of: 

(1)  a Guarantee issued by Enron Corp. (“Guarantor”), in a form acceptable to Buyer, in the amount of $10,000,000 (Ten Million U.S. Dollars), herein after referred to as the (“Collateral Threshold”).   Guarantor shall be required to maintain a Long-term debt rating by Standard & Poor’s of BBB+ or better, and by Moody’s Investors Service of Baa1 or better, for the term of this Confirmation Letter.   In the event Guarantor’s credit rating falls below the ratings designated above, or if Buyer has reasonable grounds to believe that Guarantor’s creditworthiness or Seller’s performance under this Agreement has exceeded the Collateral Threshold, or become unsatisfactory, Buyer will provide Seller with written notice requesting Performance Assurance in an amount determined by Buyer in a commercially reasonable manner.  Upon receipt of such notice Seller shall have three (3) Business Days to remedy the situation by providing such Performance Assurance to Buyer.  Performance Assurance will be given to Buyer in the form of;

(2)  a Letter of Credit issued by a financial institution that has at least a Long-term debt rating by Standard & Poor’s of A- or better, or by Moody’s Investors Service of A3 or better; in form, amount and substance acceptable to Buyer.

In the event that Seller fails to provide such Performance Assurance acceptable to Buyer within three (3) Business Days of receipt of notice, then Seller will be deemed to be a defaulting party under the Agreement and Buyer will be entitled to the remedies set forth therein.

Payment and Netting
Netting of Payments.  All amounts due and owing between the Parties shall be netted so that only the excess amount remaining due shall be paid during the monthly billing period by the Party who owes it.
Confidentiality. Neither Party shall disclose the terms of this Confirmation LetterTransaction 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 to direct damages onlyas set forth in the referenced Agreement.

This Confirmation Letter for firm energy is being provided pursuant to and in accordance with the Agreement between TVA Tennessee Valley Authority and SellerEPMI dated September 1, 1994, and constitutes part of and is subject to all of the terms and provisions of such Aagreement.  Notwithstanding any contrary provisions in the Agreement, any conflict between this Confirmation Letter and the Agreement shall be resolved in favor of this Confirmation Letter. 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 February 13, 2001 between Buyer you and SellerEPMI by returning an executed copy of this Confirmation Lletter by facsimile to SellerEPMI at (713) 646-2491. Your response should reflect the appropriate party in your organization who has the authority to enter into this Confirmation Lettertransaction. If you have any questions please call (713) 853-1886. 

	
	Tennessee Valley Authority
	Enron Power Marketing, Inc.




By:	__________________________	By:	


Name:	__________________________	Name:	 Rogers Herndon

Title:       __________________________	Title:        Vice President   
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