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Appendix 1l


Draft Term Sheet
 for Wholesale Gas Supply Management Agreement (Agreement) 

to PSEG Power LLC
by Enron North America Corp.


Buyer:		PSEG Power LLC, or at its designee, “Newco”. .

Seller:		Enron North America Corp. 

Term:		The Term shall Requirements Contract:  	cCommence the first day of the month following final approval by the New Jersey BPU of the transfer of assets to Buyer and the sale of natural gas to Public Service Electric and Gas Company (PSE&G) under the proposed Requirements Contract and ing November 1, 2000 and extending through the date of the termination of PSE&G’s Basic Gas Supply Service (Basic Gas Supply Service (BGSS) BGSSwith Buyer.).

Contract Year:	November 1 through October 31

Quantity:	Twenty percent (20%) of Buyer’s total daily natural gas requirements to satisfy: (1) its fFirm obligations under BGSS; (2) any balancing services provided by Buyer; and (3) its non-firm supply obligations under its rate schedules for non-firm service and the Non-Tariff Service Agreements. Jurisdictional Sales Quantity (FJSQ), up to the extent of the aggregate firm entitlements at the Delivery Points from Buyer’s Contracts.  
		
Load Growth:	Two percent (2%) (Month-on-month/year-on-year).  Load Growth may be at a rate equal to or less than two percent at no consequence to Buyer.  If actual load growth is higher than two percent, Buyer and Seller may need to prospectively adjust one or more aspects of the deal to accommodate for the increased FJSQ.  
      
Customer 
Migration:		If Customer Migration is materially different than zero (+ or -), Buyer and Seller may need to prospectively adjust one or more aspects of the deal to accommodate for the change in FJSQ.  

Delivery 
Point(s):	The interconnections between Buyer’s facilities and anythe interstate pipeline system where gas may be delivered for Buyer’s accounts of Texas Eastern Transmission Company (“TETCO”) and/or Transcontinental Gas Pipe Line (“Transco”) (hereinafter “Interstate Pipelines”), commonly referred to as “city gate” points.  The Delivery Point(s) shall also  include any points commonly used for PSE&G’s propane air and LNG peaking deliveries.

Price:	Tier 1 Price
The sum of (1) the Price at expiration of the NYMEX Contract for the month of delivery, plus (2) the weighted average cost of the variable transportation charges (including fuel) of Buyer’s Contracts from the index locations to the Delivery Points.  Weights are based on firm receipt point entitlements under the firm interstate transportation contracts of Buyer’s Contracts.  The Tier 1 Price will be multiplied by the Tier 1 Quantity for each day.   The Tier 1 Price will be applicable to the daily Tier 1 Quantity up to the Tier 1 Quantity Limit.  The Tier 1 Quantity Limit is defined in Exhibit 1.

Tier 2 Price [applicable only in the months of November through March] 
	The sum of (1) the weighted average cost of the variable storage withdrawal charges (including fuel) of Buyer’s Contracts plus (2) the weighted average cost of the variable transportation charges (including fuel) of Buyer’s Contracts from the storage locations to the Delivery Points.  Weights are based on firm entitlements under the firm storage and storage related interstate transportation contracts of Buyer’s Contracts.  The Tier 2 Price will be multiplied by the Tier 2 Quantity for each day.  The Tier 2 Price will be applicable to the daily Tier 2 Quantity up to the Tier 2 Quantity Limit.  The Tier 2 Quantity Limit is defined in Exhibit 1.

Tier 3 Price
	The weighted average of the daily index price published in Gas Daily, TETCO, Zone M3, and Transco, Zone 6, Common High.  Weights are based on the aggregate firm Delivery Point entitlements of Buyer’s Contracts.  The Tier 3 Commodity Price will be multiplied by the Tier 3 quantity for each day.  The Tier 3 Quantity will be equal to the daily FJSQ minus the Tier 1 or Tier 2 Quantity Limit (whichever is applicable).  The daily Tier 3 Quantity cannot be less than zero or greater than the daily deliverability available from Buyer’s Contracts less the Tier 2 Quantity Limit.  

Storage Price
The simple average of the Monthly Storage Injection Price for the month of April through October for Each Contract Year.  The Monthly Storage Injection Price will be equal to the sum of (1) the Tier 1 Price, plus (2) the weighted average storage related transportation costs (including fuel), plus (3) the weighted average cost of the variable storage injection charges (including fuel) of Buyers Contracts.  The quantity of storage gas to be purchased each Contract Year will be equal to the Tier 2 Quantity purchased by Buyer from Seller in the preceding Winter Period (November through March).Seller shall receive from Buyer each month twenty percent (20 %) of all payments and fees received by Buyer from PSE&G under Section 2.2 of the proposed Requirements Contract for (1) gas supply and capacity charges under its BGSS rate schedules; (2) under the Generation Affiliate Supply Arrangement; (3) under the Non-Tariff Service Agreements; and (4) Balancing Charges.  For purposes of this Section, capitalized terms not otherwise defined herein shall have the meanings ascribed to them in the proposed Requirements Contract.

Buyer shall advise Seller at least three (3) business days prior to any month of the rates to be charged by Buyer under the Requirements Contract for the provisions under the BGSS. Buyer agrees that the price to be paid to Seller during any month for services under the BGSS shall never be less than the sum of: (1) the NYMEX Settlement Price for such month; (2) the weighted average cost of variable transportation charges (including fuel) of Buyer’s Contracts from the primary receipt points to the primary delivery points;  (3) the Non-Gulf Coast Cost of Gas charge as defined in the proposed Requirements Contract, subject to modification and restatement pursuant to the terms therein; and (4) ______ cents per dekatherm.  

	Weighted Average Transportation Calculation
		A sample of the how the weighted average transportation costs will be calculated is attached in Exhibit 1.

Demand Payment
The Demand Payment will be equal to one hundred percent (100%) of the fixed demand or reservation charges of Buyer’s Contracts.  Buyer will remit the Demand Payment to Seller on a monthly basis.  The payment of the Demand Payment will be timed to coincide with the corresponding payment that Seller will make to the counter parties of Buyer’s contracts. Buyer will be responsible for any changes in fixed charges (demand charges, reservation charges, minimum bills, or other such charges) associated with Buyer’s Contracts.  Seller will charge or reimburse Buyer as appropriate for such changes.  Changes in variable charges (including fuel) associated with Buyer’s Contracts will be reflected in the Tier 1, Tier 2, and Tier 3 price as applicable.

Management Fee
Seller will pay Buyer a Management Fee equal to $_________________ per year.   

Buyer’s Gas
Supply AssetsContracts:	Buyer’s Gas Supply Assets Contracts means collectively Buyer’s firm interstate gas transportation contracts, storage contracts, supply contracts, and exchange contractss (hereinafter referred to as “Buyer’s Contracts”), as well as Buyer’s peaking and peak shaving contracts, LNG facilities and propane air facilities. .  Buyer will release to Seller a portion of Buyer’s Contracts as specified on Exhibit ___2..  All releases of firm interstate gas transportation and storage will be at contractmaximum tariff rates.  The remainder of All other Buyer’s Contracts will be assigned to Seller at contract costs.  Seller will be responsible for all contract costs.  All releases and assignments will be for the initial Termremaining term of each of Buyer’s Contracts.  Seller will release Buyer’s Contracts back to Buyer  in the case of Seller’s performance failure.   Buyer may recall a percent of the Buyer’s Contracts if Buyer is required to release a pro rata percentage of  Buyer’s asset portfolio to a third party who takes over that percentage of the BGSS or capacity under a third-party release program.  In the event PSE&G elects to extend BGSS and the Requirements Contract for an additional term, Seller shall have the option to elect to extend the Term to Buyer under similar terms and conditions herein.  In the event the BGSS is terminated either at the end of the initial Term or any subsequent period thereafter, Seller shall have the option to assign back to Buyer all or a portion of Buyer’s Contracts identified on Exhibit 2.	 



Audit
Rights:	Each party shall have the right at its own expense to examine and audit at a reasonable time the books, records and charts of the other to the extent necessary to verify the accuracy of any statements or charges made under or pursuant to any of the provisions of this agreement.

City Gate
Allocations:	All city gate point allocations will be confirmed by and between Buyer and the Interstate Pipelines.  All individual (as opposed to aggregate) third-party city gate point allocations will be confidential to Buyer and the Interstate Pipelines. 

Limitation
On Liability:	Neither party will have any liability for incidental, consequential, punitive or special damages.  Other terms and conditions will be included in definitive agreements.


Contracts:	Sample Contracts are attached in Exhibit 3.

Regulatory
Approval:	
.




This documentproposal is for discussion purposes only to facilitate the negotiation, preparation and execution of a definitive agreement.  It is not intended to create a binding or enforceable contract or to be complete and inclusive of the terms of the related proposal.  This is not an offer or commitment of Enron North America Corp. (ENA) or any parent or affiliate of ENA.  The proposal described herein is subject to further review and approval of ENA, appropriate due diligence and execution of definitive agreements containing all appropriate provisions.
