ENRON NORTH AMERICA CORP.	
 Term Sheet to Onondaga Cogeneration Limited Partnership

Terms and Conditions for the Proposed Transaction(s)
between
Enron North America Corp.
and
Onondaga Cogeneration Limited Partnership

Purpose

This proposal outlines the general terms and conditions under which Enron North America Corp. (“ENA”) and Onondaga Cogeneration Limited Partnership (“OCLP”) would enter into negotiations of Definitive Agreements that, when fully executed, would effect the following commercial transactions: 

1) A refinancing of the existing ISDA Swap Agreement (“the Swap Agreement”) between OCLP and Niagara Mohawk Power Corporation (“NIMO”) dated June 30, 1998, and

 2) The sale or redemption to OCLP of ENA’s Cash Flow Interest (“CFI”) in OCLP, as described in the Cash Flow Interest Agreement (“CFIA”) between OCLP and Enron Capital and Trade Resources, Corp., dated June 30, 1998. 

ENA’s objectives in providing this proposal to OCLP are to maximize the value of the Swap Agreement to OCLP and ENA via its CFI in OCLP, and to sell or otherwise redeem ENA’s CFI in OCLP under a set of fair market value terms and conditions.  It is ENA’s preference to negotiate and execute a transaction with OCLP that would encompass either a combined 1) & 2) above or 2) above only.


Swap Agreement - Refinancing Transaction

In order to maximize the value to OCLP and ENA of the Swap Agreement, OCLP and ENA are interested in entering into a Definitive Agreement that would provide for the refinancing of OCLP’s interest in the Swap Agreement.  The key commercial terms of the proposed Refinancing Transaction are described below:

ENA Payments to OCLP:

	March 1, 2001 through December 31, 2001:	$2,891,000 per month

	January 1, 2002 through December 31, 2002:	$2,392,000 per month

	January 1, 2003 through June 30, 2008:		$_________ per month

Upon the execution of a Definitive Agreement, OCLP shall permanently assign, pledge, or otherwise transfer, in a form acceptable to ENA, all (100%) of OCLP’s rights, entitlements, and interests in the Swap Agreement.  The timing of any payments made to OCLP by ENA under the proposed Refinancing Transaction shall coincide with the date of any payments owed to ENA by NIMO under the terms and conditions of the Swap Agreement.  OCLP shall provide assurances including but not limited to financial guarantees, in a form acceptable to ENA, that OCLP shall achieve and/or maintain any and all capacity tests, requirements, conditions or limitations necessary for ENA to receive its expected economic benefits under the Swap Agreement. 




Sale of ENA Cash Flow Interest

In order to achieve the objectives of both OCLP and ENA, OCLP and ENA are interested in entering into a Definitive Agreement that would provide for the sale or redemption to OCLP of ENA’s CFI in OCLP. The key commercial terms of the proposed transaction are described below:

OCLP Payment to ENA:				$____________________


Upon the execution of a Definitive Agreement and ENA’s receipt of the above described OCLP payment, ENA shall permanently assign, pledge, or otherwise transfer, in a form acceptable to OCLP, all (100%) of ENA’s rights, entitlements, and interests in OCLP under the CFIA between ENA and OCLP dated June 30, 1998.



DEFINITIVE AGREEMENT
The definitive agreements for this Proposed Transaction would contain appropriate provisions for a transaction of this type, including without limitation, provisions relating to representations and warranties, events of default, liquidated damages, credit terms, taxes, stranded costs and force majeure.  The Proposed Transaction does not include, and ENA would not be responsible for, or pay, any stranded costs or similar exit fees attributable to either the Proposed Transactions or the OCLP power generation facility.  In no event would either party be liable for consequential, incidental, punitive, exemplary or indirect damages.

CONFIDENTIALITY
The existence of this Proposal and all terms and conditions contained herein are confidential between ENA and OCLP and their duly appointed representatives and shall not be disclosed to any third parties.


This Term Sheet is for discussion purposes only to facilitate the negotiation, preparation, and execution of definitive agreements.   This Term Sheet is being furnished to OCLP pursuant to its request.  This 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) receipt of all necessary or advisable regulatory or other approvals or consents, (ii) approval by the respective Boards of Directors or other governing body of ENA and OCLP and if applicable, their affiliates, and (iii) negotiation, execution and delivery of definitive agreements.
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