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


May ---, 2001 April 30

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

Fax No. (423) 751-8702

CONFIRMATION LETTER

This confirmation letter (“Confirmation Letter”) and Attachments A, B, and C which are attached hereto and incorporated herein by this reference shall confirm the agreement reached on May ___February 13, 2001 between Tennessee Valley Authority (“TVA”) and Enron Power Marketing, Inc. (“EPMI”) regarding EPMI’s sale of the Call Options to TVA under the terms and conditions that follow:

EPMI (“Seller”) is obligated to sell and deliver if T V A (“Buyer”) exercises its option to purchase and receive, subject to the terms and conditions of this Confirmation Letter.

	Term:
	Friday June 1, 2001 through through Friday, August 31, 2001.Hour Ending (HE) 0700 through HE 2200 (16 Hours each day), Monday through Friday only, excluding NERC Holidays; Central Prevailing Time (CPT). 



	Contract or Strike 
Price:
	June 1, 2001 through June 30, 2001: US Dollars $150.00/Mwh
July 1, 200 through August 31, 2001: US Dollars $300.00/Mwh.



	Option Premium:
	June 1, 2001 through June 30, 2001: US Dollars $25.00/Mwh times the total Contract Quantity subject to the Call Option.
July 1, 2001 through August 31, 2001: US Dollars $65.00/Mwh times the total Contract Quantity subject to the Call Option.
A total amount of $10,832,000, to be paid after the date both Parties sign this Confirmation Letter and within five (5) Business Days from receipt of invoice.



	Contract
Quantity:
	
200 Mws of firm energy per hour, in minimum blocks of 50 Mw  each hour for 16 consecutive hours each day in the Term,    for a maximum of 140,800 Mwh Total



	Product/ Delivery
Point(s):
	
Into TVA System Border, Seller’s daily choice, as described in Attachment A to this Confirmation Letter.



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


	Special
Conditions:
	For the Term of this Confirmation Letter, Buyer has the daily right but not the obligation to purchase and receive up to 200 Mws of firm energy per hour in minimum blocks  of 50 Mws each hour for 16 consecutive hours for any day in the Term at the applicable Contract Price above. Each hour in the 16 consecutive hour period during which Buyer exercises its option shall have the same amount of energy.  In order to exercise its daily option, Buyer must provide telephone notice to Seller, no later than 9:15 a.m. CPT on the Business Day prior to the day of delivery. 
If the Call 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 Seller’s daily election, as further defined in Attachment A to this Confirmation Letter.



      If the Call Option is properly exercised, then:

Seller Failure.  Subject to Attachment A, 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 Letter, 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.  Subject to Attachment A, 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 Letter 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.

General Definitions
  
 “Replacement Price” means the price at which Buyer, acting in a commercially reasonable manner, purchases for delivery at the Delivery Point a replacement for any Product specified in this Transaction but not 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 at the Buyer’s option, the market price at the Delivery Point for such Product not 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 or market positions to minimize Seller’s liability.  For the purposes of this definition, Buyer shall be considered to have purchased 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 the Product to another party at the Delivery Point.
“Sales Price” means the price at which Seller, acting in a commercially reasonable manner, resells any Product not received by Buyer, deducting from such proceeds any (i) costs reasonably incurred by Seller in reselling such Product and (ii) additional transmission charges, if any, reasonably incurred by Seller in delivering such Product to the third party purchasers, or at the Seller’s option, 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 Product 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 the Product from another party at the Delivery Point.

“Force Majeure” means an event or circumstance which prevents one Party from performing its obligations under this Confirmation Letter, which event or circumstance was not anticipated as of the date this Confirmation Letter was agreed to, which is not within the reasonable control of, or the result of the negligence of, the party claiming the Force Majeure (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.  The applicability of Force Majeure to this Confirmation Letter is governed by the terms contained in Attachment A of this Confirmation Letter.

“Business Day” means Monday through Friday, excluding NERC holidays.


Payment and Netting
Netting of Payments
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