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[Enron letterhead]

January __, 2001

California Power Exchange Corporation
CPX Marketing Department/Jee Paul(?)
1000 So. Fremont Avenue, Building A9W – 5th Floor
Alhambra, CA  91803

[this is the address for notices, etc. set forth in Section 7 of the December 31, 1997 Participation Agreement.  Section 7 provides that notices “shall be made in accordance with the PX Tariff and unless otherwise stated or agreed shall be made to the representative” indicated in Section 7.  The information for Cal PX in Section 7 is only partially legible on our faxed copy.  Someone needs to double-check the PX Tariff as well as the original of the Participation Agreement to make sure that the above address is correct.  If there is more than one possible address, the notice should be sent to all potential addresses.]

Ladies and Gentlemen:

Reference is made to that certain Participation Agreement dated as of December 31, 1997, as amended (the “Participation Agreement”) between California Power Exchange Corporation and Enron Power Marketing, Inc. (“Enron”).  [Please note that some of the letters of credit refer to a “Block-Forward Market Participation Agreement.”  In addition, the Toronto Dominion letter of credit refers to a Participation Agreement dated November 21, 1997 (the date that Enron apparently signed the Participation Agreement).  We need to make sure that we are referencing the currently outstanding Participation Agreement or, if there are more than one, all of the outstanding Participation Agreements.]  Under Section ___ of the PX Tariff, Enron is entitled to a reduction in collateral if [cite the terms of the relevant section].  According to our calculations, the total collateral requirement of Enron is currently $_________ (see the calculation attached on Exhibit A).  Currently Enron has posted $_________ in letters of credit as collateral.  Accordingly, we hereby request the release of letters of credit aggregating $_________.  This can be achieved by the release of [list of letters of credit desired to be released by name of bank and letter of credit number].  [For the partial amount of $_________, we suggest the reduction letter of credit no. _____ issued by [name of bank] by $_________].

If you disagree with the attached calculations or our reading of the PX Tariff, please let us know by no later than [date] with a detailed explanation of such disagreement.  For a variety of reasons, we hope to have the above mentioned letters of credit released or reduced by that date.

If you have any questions concerning this request, please contact the undersigned at ______________ or [name of other person] at ______________.

Sincerely,

[to be signed by “authorized participant representative”]
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