****Draft**

Via Facsimile XXXXXX

January 17, 2001

Ms. Tracy Ngo, Credit Manager

Enron Power Marketing Inc.

1400 Smith Street

Houston, Texas

Re:
Letter Agreement to draw on Enron’s BFM Collateral for Enron’s Core Market Transactions

Dear Tracy:

This letter agreement (“Letter Agreement”) authorizes the California Power Exchange Corporation (“CalPX”), in the event of an Enron default in which Enron fails to pay a CalPX  invoice on the due date for its transactions in the CalPX Core Markets, to draw against the letter of credits provided to CalPX for Enron’s Block Forward Market (BFM) transactions, up to the amount of the default for Enron’s CalPX Core Markets transactions.

Other than as specifically provided in this Letter Agreement, Enron’s obligations and responsibilities under its Participation Agreement for the CalPX Core Markets dated December 31, 1997 and its Participation Agreement for the BFM Markets dated June 30, 1999 shall remain in same force and effect.

This Letter Agreement shall terminate on January 26, 2001 unless extended in writing by Enron and CalPX.

Please confirm your agreement hereto by having an authorized representative sign below and returning this Letter Agreement by fax (626) 537.3174 and original via overnight courier.

Sincerely yours,

Chris Anderson

CalPX Credit Manager

Agreed to and Accepted.

Enron Power Marketing Inc.

________________________________

Printed Name:

Title

Date
California Power Exchange Corporation

____________________________________

George Sladoje

CEO/President
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