December 13, 2000

Name and Address

Dear _____________:


As you may be aware, recent actions taken by state and federal regulators have substantially impacted the marketing of energy or capacity into the California wholesale electricity markets.  In particular, the Federal Energy Regulatory Commission (“FERC”) has announced that it may order refunds related to sales of energy and capacity into the California Independent System Operator (“ISO”) and California Power Exchange (“PX”) spot markets.  In addition, sellers now face a FERC- ordered $150 “soft” price cap for the ISO and PX markets (effective January 1, 2001); weekly transaction reporting requirements; possible credit defaults by some market participants, including potentially the ISO or the PX; and the  potential for further changes in the wholesale market rules governing sales into California.


In the interest of continuing a productive relationship with our customers, Enron Power Marketing, Inc. (“EPMI”) wishes to make sure that EPMI and your company share a common understanding regarding the allocation of risks applicable to [identify agreement (“Agreement”)] under these changed market conditions.  Under the terms of the Agreement, any FERC-ordered refund arising out of EPMI’s resale of energy or capacity purchased from your company, or any reduction in payments from the PX or ISO due to a payment default, would be passed through to your company as a prior period adjustment, and would be reflected as a billing adjustment. In the case of any payment default, if the default is not identified to particular transaction or transactions, the default amount will be pro-rated proportionally to all amounts owed Enron by the ISO or PX, as appropriate. 
By signing the attached “California Rider,” your company will be acknowledging that under the Agreement, California refunds or ISO/PX credit defaults will constitute a prior period adjustment, as described above.  Until the California Rider is received, EPMI will, consistent with recent FERC and DOE orders, halt EPMI’s purchases of energy or capacity under the Agreement .

 If you have any questions, please do not hesitate to call me at ___________.

Very truly yours,

Greg Wolfe

