TERM SHEET
DRAFT TERM SHEET FOR AN
 ELECTRICAL ENERGY SALE 
BETWEEN
FORMOSA HYDROCARBONS COMPANY, INC.
AND
ENRON POWER MARKETING, INC.

CONFIDENTIAL

The prices and terms set forth in this draft Term Sheet are indicative prices and terms only, and are subject to change until, if ever, a definitive agreement relating to the proposed transaction is executed. This draft Term Sheet is for discussion purposes only, to facilitate the negotiation, preparation, and execution of a definitive agreement.  This draft Term Sheet is not intended to create a binding or enforceable contract or commitment and may not be relied upon by either Party as a basis for a contract by estoppel or otherwise.  Consummation of any transaction is subject to, among other matters, the following conditions: (i) completion of a due diligence review satisfactory to EPMI in its sole discretion, (ii) receipt of all necessary or advisable regulatory or other approvals; (iii) approval by the Boards of Directors of EPMI and, if applicable, its affiliates, and (iv) negotiation, execution and delivery of a definitive agreement.  All terms, conditions, and pricing will be governed by this draft Term Sheet should a discrepancy occur between this and any related document provided contemporaneous herewith

Seller:
	Formosa Hydrocarbons Company, Inc. ("FORMOSA HYDROCARBONS")
Buyer:
	Enron Power Marketing, Inc. or any of its affiliates ("EPMI")
Product:	
“Capacity” and “Energy” as defined by the following Structure and selected by mutual agreement of the Parties prior to execution of a Definitive Agreement (as defined in the last paragraph hereof): 
Structure:
Formosa Hydrocarbons would enter into a one-year agreement to sell to EPMI 50MW of Capacity and Associated Firm Energy.  Energy would be purchased by EPMI as scheduled on a daily basis, and subject to the pricing provisions outlined below.  EPMI would pay $2.0833 kw/month for the one-year term based on the Monthly Capacity Payment Schedule provided below. The Energy Price would be calculated as a 8000 heat rate multiplied by the Daily Price Survey Mid-Point Price as quoted in the publication Gas Daily for the day of delivery at the Houston Ship Channel under the heading “East-Houston-Katy, Houston Ship Channel” less $0.03 per mmbtu.
Monthly Capacity Payment Schedule:
May		$27,778	September	$27,778	January	$27,778
June 		$333,333	October	$27,778	February	$27,778
July 		$333,333	November	$27,778	March		$27,778
August	 	$333,333	December	$27,778	April		$27,778
Total Annual Payment	$1,250,000
Availability:
The above Capacity Payment Schedule is based on 95% or greater availability for all peak hours that EPMI elects to schedule the energy.  For each percent of unavailability less than 95%, a 10% discount will be applied to each monthly payment.  Therefore, no capacity payment will be made for each month that the availability factor falls below 85%.
Provisions:
To the extent EPMI schedules energy, energy would be purchased on a Minimum-Take of 8 Hours and a Maximum-Take of 16 Hours.  
Facility:
The hydrocarbon processing facility currently owned by Formosa Hydrocarbons and located at Point Comfort TX.  The Definitive Agreement between the parties would contain appropriate limitations on the ability of Formosa Hydrocarbons to sell, transfer or assign to any third party all or any part of the Facility during the Delivery Term.
Delivery Term:
May 1, 2000 through April 30, 2001
Delivery Point:
138 kV Central Power and Light (CPL) Substation located on or adjacent to the Facility.	
Transmission:
Formosa Hydrocarbons would be responsible for all transmission and its associated charges and losses to the Delivery Point. Subject to the provisions relating to Energy Price, EPMI would be responsible for all transmission and its associated charges and losses from the Delivery Point to its sink. 
Force Majeure:
The Definitive Agreement would contain customary Force Majeure provisions.	
Applicable Taxes: 
Formosa Hydrocarbons would be responsible for any liabilities arising from new or existing taxes applicable to the Transaction arising prior to the Delivery Point. Subject to the provisions relating to Energy Price, EPMI would be responsible for liabilities arising from new or existing taxes applicable to the Transaction arising at and from the Delivery Point.
Limitation on Damages:
In no event would either party be liable to the other for incidental, consequential, special, or punitive damages incurred by either party in connection with the performance of any obligations under the Definitive Agreement.
Confidentiality:
The existence of this draft Term Sheet and all terms and conditions contained herein are confidential between Formosa Hydrocarbons and EPMI and their respective representatives, agents and affiliates, and shall not be disclosed to third parties.
The prices set forth in this proposal are indicative only and are subject to movement.  This proposal is for discussion purposes only to facilitate the negotiation, preparation and execution of a definitive agreement ("Definitive Agreement").  This is not an offer or a commitment of Seller or Buyer or any parent or affiliate of either.  The transaction described herein is subject to further review and approval of Seller and Buyer and execution of a Definitive Agreement containing all appropriate provisions, including, but not limited to, those relating to events of default and remedies, dispute resolution, limitations of damages, credit matters, confidentiality, governing law and environmental matters.
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