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February 17, 2000				           

Mr. Walter (Wally) Schlink
Manager – Power Production
Rochester Public Utilities
4000 East River Road NE
Rochester, MN 55906-2813

Re:	Electric Supply Request for Proposal

Dear Wally:

Per our conversations attached is Enron’s proposal designed to economically satisfy Rochester’s future power needs.  Enron is excited about the opportunities that have been presented to them with the regards to the project and look forward to working with you to structure a product that best suits the needs and interest of Rochester.  Enclosed you will find the layout of our proposal and specifics about the transaction.  

Important elements of Enron’s proposal include:

· The plant will be based on LM6000’s held by Enron.
· Enron has in-house capabilities to complete all facets of the project.
· The project will be dedicated to Madison.
· Enron will finance and take the residual value risk of the project.

Upon your review of this proposal, I would like to arrange for a conference call or meeting.  In the interim, please feel free to call me with any questions at (713) 853-0361 or Russ Porter at (713) 345-8410.


Best regards,



Oscar Dalton
Director
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	Power Supply Proposal – February 17, 2000

	

	
	

	Overview
	Enron North America Corp. (“Enron”) proposes to develop a simple-cycle power generating station (“the Plant”) to serve the future power needs of the Rochester Public Utilities (“RPU”).  Enron will construct a 47 MW Plant and enter into a long-term capacity and energy power purchase agreement (“PPA”) with RPU.  The PPA will be based on expected Plant performance but with guarantees of performance and availability independent of Plant performance.  The Plant would be owned, operated, and financed by RPU.

	
	

	Plant Description
	The Plant consists of 1 gas-fired General Electric LM6000 combustion turbines installed in simple-cycle configuration.  Its nameplate capacity, operating characteristics and anticipated performance criteria will be mirrored in the PPA.

	
	

	Site
Description

	RPU will be responsible for procurement of the site for the Plant.  If any barriers arise with the development of this site, an alternate site in would be evaluated at that time.

	
	

	Operating
Characteristics

	Net Output	47 MW at ISO
Heat rate (HHV)	10,200 Btu/kWh
Emissions	Non-PSD permit with NOX of less than 250
                                Tons/year

	
	

	EPC
	Enron would be responsible for engineering, procurement and construction.  A fee of $28.3 Million ($598/Kw) will be paid to Enron and includes all construction and turbine cost.

	
	

	Proposal

	RPU would finance, own and operate the Plant.  Enron would execute a PPA with RPU for the output of the Plant.  The PPA would permit Enron to schedule 25 MWs of the capacity of the Plant with typical scheduling requirements and operating constraints.  In addition to fuel costs at the aforementioned heat rate, Enron would pay RPU a variable charge of $3.03 / MWh adjusted for inflation and a capacity payment (including fixed operating and maintenance charges) described below:







	Term of PPA
	         Term                                    Capacity Payment To RPU
6/1/01 – 12/31/06              $x.xx/kw-month escalated at 3% per year


	
	

	Capacity Allocation
	         Term                  Capacity to Enron              Capacity to RPU
6/1/01 – 12/31/06                   25 MW                                      22 MW 
  After 12/31/06                         0 MW                                      47 MW

	
	

	Other PPA Terms
	Delivery shall be at the Busbar of the proposed Plant or interconnected system.
RPU will guarantee an annual availability of 100% and will be subject to annual scheduled maintenance outages.
Scheduling shall be day ahead with an eight-hour minimum take.  Intraday flexibility consistent with fuel scheduling and operational constraints to be discussed later.

	
	

	Fuel Supply
	Fuel supply to the Plant will be discussed once a site has been procured by RPU.  A detailed fuel supply proposal can also be discussed at this time.

	
	

	Ancillary Services
	Ancillary services may also be provided by the Plant and could be passed on to Enron (ie. automatic generation control, VAR support, etc.) at additional cost.























This Proposal is for discussion purposes only to facilitate the negotiation, preparation, and execution of definitive agreements relating to the Proposal.   This Proposal is subject to, in all respects, Enron and its affiliates and Madison obtaining all requisite approvals and consents from all interested parties to consummate the Proposal.   This Proposal is not intended to create a binding or enforceable contract or commitment by Enron, its affiliates or Madison. 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 Boards of Directors of Enron and, if applicable, its affiliates, and (iii) negotiation, execution and delivery of definitive agreements relating to all aspects of the Proposal. While Enron North America Corp. is submitting this Proposal, certain of its proposed obligations herein may be assigned to, and performed by, various Enron Corp. affiliates.
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