MASTER POWER PURCHASE AND SALE AGREEMENT

COVER SHEET

This Master Power Purchase and Sale Agreement (Version 2.1; modified 4/25/00) ("Master Agreement") is made as of the following date: ______________, 2001 ("Effective Date").  The Master Agreement, together with the exhibits, schedules and any written supplements hereto, the Party A Tariff, if any, the Party B Tariff, if any, any designated collateral, credit support or margin agreement or similar arrangement between the Parties and all Transactions (including any confirmations accepted in accordance with Section 2.3 hereto) shall be referred to as the "Agreement."  The Parties to this Master Agreement are the following:

Name: Enron Power Marketing, Inc. ("Party A")
Name: Sacramento Municipal Utility District ("Party B")

All Notices:
P.O. Box 4428

Houston, Texas 77210-4428
All Notices:

Street:  1400 Smith Street
Street: 6301 S. Street

City:   Houston
Zip: 77002
City: Sacramento, CA
Zip: 95817

Attn: Power Contract Administration 
Phone:  (713) 853-1771
Facsimile: (713) 646-2443
Duns: 848921276
Federal Tax ID Number: 76-0413675
Attn:  Contract Administration
Phone:  (916) 732-6365
Facsimile: (916) 732-6854
Duns: 60-981-4355
Federal Tax ID Number: 94-6001157

Invoices:
Enron Power Marketing, Inc.
1400 Smith 
Houston, Texas  77002-7361
Attn: Power Settlements Manager
Phone: (713) 853-3163
Facsimile: (713) 646-4061
Invoices:
Attn: Energy Control
Phone: (916) 732-6219
    Facsimile: (916) 732-5554

Scheduling:
Enron Power Marketing, Inc.
1400 Smith 
Houston, Texas  77002-7361
Attn: Manager of Scheduling
Phone: 
(800) 349-5527 (East) 
(800) 684-1336 (West)
Facsimile: 
(713) 646-8272 (East) 
(503) 464-3740 (West)
Scheduling:
Attn: Pre-Scheduling

Phone: (916) 732-7048

  Facsimile: (916) 732-5554

Payments:
Enron Power Marketing, Inc.
1400 Smith 
Houston, Texas  77002-7361
Attn: Power Settlements Manager
Phone: (713) 853-3163
Facsimile: (713) 646-4061
Payments:
Attn:  Accounting

Phone: (916) 732-5558

  Facsimile: (916) 732-6587

Wire Transfer or Automated Clearing House (ACH) Payment:
BNK: 
Bank of America

for: Enron Power Marketing, Inc.
ABA: 
Routing # 111000012
ACCT: 
#375 046 9312
Confirmation:  Enron Power Marketing, Inc.

             Credit and Collections

              (713) 853-5667
Wire Transfer or Automated Clearing House (ACH) Payment:
     BNK: Bank of America

ABA: 121000358

      ACCT: 01488-80182

Credit and Collections:
Enron Power Marketing, Inc.
1400 Smith 
Houston, Texas  77002-7361
Attn: Power Settlements Manager
Phone: (713) 853-3163
Facsimile: (713) 646-4061
Credit and Collections:
Attn: Project Manager Wholesale Credit

Phone: (916) 732-5265

      Facsimile: (916) 732-6194

With additional Notices of an Event of Default or Potential Event of Default to:

Enron Power Marketing, Inc.
1400 Smith Street
Houston, Texas  77002-7361
Attn: Assistant General Counsel, Trading Group
Facsimile: (713) 646-4818
With additional Notices of an Event of Default or Potential Event of Default to:

AttnGeneral Counsel
Phone: (916) 732-6123
Facsimile: (916) 732-6581

The Parties hereby agree that the General Terms and Conditions are incorporated herein, and to the following provisions as provided for in the General Terms and Conditions:

Party A Tariff
Tariff FERC                     

Dated 12/2/93

Docket Number ER94-24-027

Party B Tariff
Tariff 

Dated 

Docket Number 

Article Two


Transaction Terms and Conditions
■  Optional provision in Section 2.4.   If not checked, inapplicable.

Article Four


Remedies for Failure to Deliver or Receive
■  Accelerated Payment of Damages. If not checked, inapplicable.

Article Five
■  Cross Default for Party A:

Events of Default; Remedies
  Party A:

Cross Default Amount $



■  Other Entity: Enron Corp.


Cross Default Amount:  Shall be the amount set forth opposite the lowest Credit Rating for Enron Corp.: 

Cross Default Amount     Credit Rating (S&P)

$125,000,000                            A- or higher 

$100,000,000                            Below A- or no Credit Rating from S&P


■  Cross Default for Party B:



■  Party B: Sacramento Municipal
                   Utility District
 


Cross Default Amount:  Shall be the amount set forth opposite the lowest Credit Rating for Sacramento Municipal Utility District: 

Cross Default Amount     Credit Rating (S&P)
$50,000,000                            A- or higher 

$35,000,000                            Below A- or no Credit Rating from S&P


  Other Entity: 

Cross Default Amount $



5.6  Closeout Setoff



Option A (Applicable if no other selection is made.)


■
Option B - Affiliates shall have the meaning set forth in the Agreement but with respect to Party B will exclude any Joint Power Agency of which Party B is a member or is otherwise related.



Option C (No Setoff)

Article 8
8.1  Party A Credit Protection:

Credit and Collateral Requirements
(a)  Financial Information:


■
Option A

Option B   Specify: 


Option C   Specify: 



(b)  Credit Assurances:


■
Not Applicable

Applicable


(c)  Collateral Threshold:



Not Applicable
■
Applicable


If applicable, complete the following:


Party B Collateral Threshold:  Shall be the amount set forth opposite the Credit Rating  for Sacramento Municipal Utility District: 

Collateral Threshold          Credit Rating (S&P)

Infinity                                     BBB+ or higher
$10,000,000                             BBB or BBB-
$0                                             Below BBB-
provided, however, that Party B’s Collateral Threshold shall be zero if an Event of Default or Potential Event of Default with respect to Party B has occurred and is continuing
Party B Independent Amount: $0
 
Party B Rounding Amount: $250,000.00 












(d)  Downgrade Event:



Not Applicable
■
Applicable


If applicable, complete the following:



It shall be a Downgrade Event for Party B if [Party B's][Party B's Guarantor] Credit Rating falls below __________ from S&P or  __________ from Moody's or if  [Party B][Party B's Guarantor] is not rated by either S&P or Moody's. 


■
Other: 
Specify: It shall be a Downgrade Event for Party B upon (i) the failure of any Electric Revenue Bond issued by Party B to maintain a SPUR (underlying rating) of at least BBB- by S&P; (ii) the failure of Party B’s uninsured  Electric Revenue Bond (as defined in Resolution 6649, or its successor, of Party B) to maintain a Credit Rating of at least BBB- by S&P; or (iii) the failure of Party B’s uninsured  Electric Revenue Bond (as defined in Resolution 6649, or its successor, of Party B) to have a Credit Rating from S&P.

.



(e)  Guarantor for Party B: N/A


Guarantee Amount: $



8.2  Party B Credit Protection:


(a)  Financial Information:



Option A
■
Option B   Specify: Enron Corp. 

Option C   Specify: 



(b)  Credit Assurances:


■
Not Applicable

Applicable


(c)  Collateral Threshold:



Not Applicable
■
Applicable


If applicable, complete the following:


Party A Collateral Threshold:  Shall be the amount set forth opposite the Credit Rating for Enron Corp.: 

Collateral Threshold          Credit Rating (S&P)

Infinity                                 BBB or higher

$15,000,000                         BBB-

$0                                         below BBB-





provided, however, that Party A’s Collateral Threshold shall be zero if an Event of Default or Potential Event of Default with respect to Party A has occurred and is continuing.


Party A Independent Amount: $0


Party A Rounding Amount: $250,000.00


(d)  Downgrade Event:



Not Applicable
■
Applicable


If applicable, complete the following:


■
It shall be a Downgrade Event for Party A if Enron Corp.'s Credit Rating falls below BBB- from S&P or if Enron Corp. is not rated by  S&P. 



Other: 
Specify:



(e)  Guarantor for Party A:  Enron Corp.


Guarantee Amount: $100,000,000.00, subject to increase or decrease pursuant to the terms and provisions set forth in the Enron Guaranty. 

Article 10


Confidentiality
■  Confidentiality Applicable
If not checked, inapplicable.

Schedule M
  Party A is a Governmental Entity or Public Power System


  Party B is a Governmental Entity or Public Power System


  Add Section 3.6.  If not checked, inapplicable


  Add Section 8.6.  If not checked, inapplicable

Other Changes
Specify, if any: Yes, the following changes shall be applicable:

Part 1.  GENERAL TERMS AND CONDITIONS.

(a) Definitions.  The following definitions are amended as set forth below:

(1) Section 1.12 is amended with respect to Party B by replacing the existing language with the following: ““Credit Rating” means, with respect to Party B, the rating then assigned to such entity’s uninsured Electric Revenue Bonds (as defined in Resolution No. 6649, or its successor of Party B) by S&P.” 
(2) Section 1.27 is amend by deleting the phrase “in a form acceptable to the Party in whose Favor the letter of credit is issued” and by replacing it with the following”  “in the form attached hereto as  Exhibit ___ attached hereto, with such changes as the issuing bank may require and as may be acceptable to the Party in whose favor the letter of credit is issued.  All Letters of Credit shall be subject to the provisions set forth on Exhibit ___ attached hereto.”

(3) Section 1.45 is amended to (1) delete the words “Requesting Party”, (2) add the phrase “Non-Posting Party in it sole discretion” after the word “the” and (3) add the following sentence: “In addition, with respect to Party A, Performance Assurance means  the guaranty provided by Enron Corp. (the “Enron Guaranty”) to the extent that Party B agrees to allow Party A to provide the Enron Guaranty as a form of Performance Assurance and the amount guaranteed thereunder is an amount satisfactory to Party B”.  
(4) Section 1.51 is amended to (i) add the phrase "for delivery" immediately before the phrase "at the Delivery Point" in the second line and (ii) delete the phrase "at Buyer's option" from the fifth line and replace it with the following:  "absent a purchase".

(5) Section 1.53 is amended to (i) delete the phrase "at the Delivery Point" from the second line, (ii) delete the phrase "at Seller’s option" from the fifth line and replace it with the following: “absent a sale”, and (iii) insert after the phrase “commercially reasonable manner” in the sixth line, the following phrase “; provided, however if the Seller is unable after using commercially reasonable efforts to resell all or a portion of the Product not received by Buyer, the Sales Price with respect to such Product shall be deemed equal to zero (0)".

The following definitions shall be added to Article One:

“BeneficiaryParty” means the party to whom the Performance Assurance is owed.
“Collateral Interest Rate” means for the relevant determination date, a rate per annum equal to the rate opposite the caption “Federal Funds (Effective)” as set forth in the weekly statistical release designated as H.15 (519), or any successor publication, published by the Board of Governors of the Federal Reserve System.
“Interest Amount” means, with respect to an Interest Period, the aggregate sum of the amounts of interest calculated for each day in that Interest Period on the principal amount of Performance Assurance in the form of cash held by the Beneficiary Party on that day, determined by the Beneficiary Party for each such day as follows:  (x) the amount of Performance Assurance in the form of cash held by the Beneficiary Party on that day; multiplied by (y) the Collateral Interest Rate in effect for that day; divided by (z) 360.
“Interest Period” means the period from (and including) the last Business Day on which an Interest Amount was transferred (or, if no Interest Amount has yet been transferred, the Business Day on which Performance Assurance in the form of cash was transferred to or received by the Beneficiary Party) to (but excluding) the Business Day on which the current Interest Amount is to be transferred.

“Posting Party” means the party who owes the Performance Assurance. 
“Transfer Date” means two (10) Business Days after receipt of invoice from the Posting Party .”  
(b) Prior Transactions.  The following is added as a separate second paragraph of Section 2.2:

"Party A and Party B confirm that this Master Agreement shall supersede and replace all prior agreements between the parties hereto with respect to the subject matter hereof, including the Enabling Agreement dated as of July 13, 1994.  Party A and Party B confirm the terms of those Transactions referenced on Attachment A hereto as evidenced by the written confirmations with respect thereto, and agree that such Transactions are, effective as of the Effective Date, governed by this Master Agreement, and are part of the single integrated agreement between the Parties consistent with the first paragraph of this Section 2.2."

(c) Confirmation.  Section 2.3 is hereby amended by deleting the text in its entirety and substituting the following:

Party A shall confirm a Transaction by forwarding to Party B by facsimile within three (3) Business Days after the Transaction is entered into a confirmation ("Confirmation") substantially in the form of Exhibit A.  If Party B objects to any term(s) of such Confirmation, Party B shall notify Party A in writing of such objections within two (2) Business Days of Party B’s receipt thereof, failing which Party B shall be deemed to have accepted the terms as sent.  If Party A fails to send a Confirmation within three (3) Business Days after the Transaction is entered into, a Confirmation substantially in the form of Exhibit A, may be forwarded by Party B to Party A.  If Party A objects to any term(s) of such Confirmation, Party A shall notify Party B of such objections within two (2) Business Days of Party A's receipt thereof, failing which Party A shall be deemed to have accepted the terms as sent.  If Party A and Party B each send a Confirmation and neither Party objects to the other Party’s Confirmation within two (2) Business Days of receipt, Party A’s Confirmation shall be deemed to be accepted and shall be the controlling Confirmation, unless (i) Party A’s Confirmation was sent more than three (3) Business Days after the Transaction was entered into and (ii) Party B’s Confirmation was sent prior to Party A’s Confirmation, in which case Party B’s Confirmation shall be deemed to be accepted and shall be the controlling Confirmation.  Failure by either Party to send or either Party to return an executed Confirmation or any objection by either Party shall not invalidate the Transaction agreed to by the Parties.

(d) Events of Default.  Section 5.1(h)(ii) is hereby amended to delete the following phrase from the third and fourth line thereof:  "and such failure shall not be remedied within three (3) Business Days after written notice"
The following shall be added to the end of Section 5.1 as an additional Event of Default with respect to Party B only:
“(i) the failure by Party B to provide Party A with a Certificate of Accountant ("Compliance Letter") stating that Party B is in compliance with the provisions relating to  Section 5.04 of Resolution No. 6649, adopted by the Board of Directors of the District on January 7, 1971, or its successor (“Resolution 6649”) relating to Party B’s Senior Electric Bonds within 15 days after written notice from Party A that the Compliance Letter was not delivered within 90 days following the end of Party B’s fiscal year.  The Compliance Letter shall be certified to be true and accurate and signed by an authorized accounting officer of Party B and transmitted to Party A no later than 90 days following the end of Party B's fiscal year, however, should the Compliance Letter not be available within such 90 day period due to a delay in preparation or certification, such delay shall not be an Event of Default so long as Party B diligently pursues the preparation, certification and delivery of the Compliance Letter and notifies Party A that it is working in good faith to provide the Compliance Letter.”

Declaration of an Early Termination Date and Calculation of Settlement Amount.  Section 5.2 is amended to delete the following phrase from the last two lines: "under applicable law on the Early Termination Date, as soon thereafter as is reasonably practicable).”  

The following shall be added to the end of Section 5.2:  "under applicable law on the Early Termination Date, then each such Transaction (individually, an "Excluded Transaction" and collectively, the "Excluded Transactions") shall be terminated as soon thereafter as reasonably practicable, and upon termination shall be deemed to be a Terminated Transaction and the Termination Payment payable in connection with all such Transactions shall be calculated in accordance with Section 5.3 below). The Gains and Losses for each Terminated Transaction shall be determined by calculating the amount that would be incurred or realized to replace or to provide the economic equivalent of the remaining payments or deliveries in respect of that Terminated Transaction.  The Non-Defaulting Party (or its agent) may determine its Gains and Losses by reference to information either available to it internally or supplied by one or more third parties including, without limitation, quotations (either firm or indicative) of relevant rates, prices, yields, yield curves, volatilities, spreads or other relevant market data in the relevant markets.  Third parties supplying such information may include, without limitation, dealers in the relevant markets, end-users of the relevant product, information vendors and other sources of market information."

(e) Notice of Payment of Termination Payment.  The following shall be added to the end of Section 5.4:

"Notwithstanding any provision to the contrary contained in this Agreement, the Non-Defaulting Party shall not be required to pay to the Defaulting Party any amount under Article 5 until the Non-Defaulting Party receives confirmation satisfactory to it in its reasonable discretion (which may include an opinion of its counsel) that all other obligations of any kind whatsoever of the Defaulting Party to make any payments to the Non-Defaulting Party or any of its Affiliates under this Agreement or otherwise which are due and payable as of the Early Termination Date (including for these purposes amounts payable pursuant to Excluded Transactions) have been fully and finally performed."
(g) Disputes with Respect to Termination Payment.  Section 5.5 is amended by substituting the existing paragraph in its entirety with the following: 

“With respect to the actual termination of all Transactions as referred to in Section 5.2, if the Defaulting Party disputes the Non-Defaulting Party’s calculation of the Termination Payment, in whole or in part, the Defaulting Party shall, within two (2) Business Days of receipt of Non-Defaulting Party’s calculation of the Termination Payment, provide to the Non-Defaulting Party a detailed written explanation of the basis for such dispute; provided, however, that if the Termination Payment is due from the Defaulting Party, the Defaulting Party shall first transfer Performance Assurance to the Non-Defaulting Party in an amount equal to the Termination Payment. 
With respect to calculating the Termination Payment for purposes of Section 8.1 and 8.2 (c), if the Party owing the Performance Assurance disputes the other Party’s calculation of the Termination Payment, payment of the undisputed portion shall be required to be made when due, with notice of the objection given to the Party to whom the payment is owed.  Any dispute shall be in writing and shall state the basis for the dispute.  Payment of the disputed amount shall not be required until the dispute is resolved.  Upon resolution of the dispute, any required payment shall be made within two (2) Business Days of such resolution along with interest accrued at the Interest Rate from and including the due date to but excluding the date paid.  Inadvertent overpayments shall be returned upon request or deducted by the Party receiving such overpayment from subsequent payments, with interest accrued at the Interest Rate from and including the date of such overpayment to but excluding the date repaid or deducted by the Party receiving such overpayment.”
(f) Timeliness of Payment.  Section 6.2 is amended to delete the first sentence in its entirety and to replace with the following:  "Unless otherwise agreed by the Parties in a Transaction, all invoices under this Agreement shall be due and payable in accordance with each Party's invoice instructions on or before ten (10) days after receipt of the invoice or, if such day is not a Business Day, then on the next Business Day."
(g) 
(h) Collateral Threshold.  Sections 8.1 (c) and 8.2 (c)shall be amended by adding the following phrase: 

“The Beneficiary Party shall transfer the Interest Amount to the Posting Party on the applicable Transfer Date to the payment address specified in the Cover Sheet”.  The second sentence in Section 8.1(c) shall be amended to read "Such Party B Performance Assurance shall be delivered to Party A within ten (10) Business Days of the date of such request. The second sentence in Section 8.2(c) shall be amended to read "Such Party A Performance Assurance shall be delivered to Party B within ten (10) Business Days of the date of such request.
(i) Downgrade Event.  Section 8.1(d) is amended to add the following phrase after the phrase "or other credit assurance acceptable to Party A within ten (10) Business Days of receipt of notice":  "or fails to maintain such Performance Assurance or guaranty or other credit assurance for so long as the Downgrade Event is continuing".

(j) Downgrade Event.  Section 8.2(d) is amended to add the following phrase after the phrase "or other credit assurance acceptable to Party B within ten (10) Business Days of receipt of notice":  "or fails to maintain such Performance Assurance or guaranty or other credit assurance for so long as the Downgrade Event is continuing".

(k) Confidentiality.  Section 10.11 is amended to add the phrase "or the completed Cover Sheet to this Master Agreement" immediately before the phrase "to a third party" and to add the phrase "or the Party's Affiliates'" immediately after the phrase "(other than the Party's".    After the phrase, “any applicable law” in lines 5 and 6, add “(including the California Public Records Act).”  In lines 7 and 8 delete the remainder of the sentence following the phrase, “provided, however,” and replace with, “the Party from whom disclosure is demanded shall promptly notify the other Party of the demand or request for disclosure.  The Party shall cooperate in any efforts to prevent or limit the disclosure.”
(l) Arbitration.  The following provision is added as Section 10.12:

Arbitration.  Any claim, counterclaim, demand, cause of action, dispute, and controversy arising out of or relating to this Agreement or the relationship established by this Agreement, any provision hereof, the alleged breach thereof, or in any way relating to the subject matter of this Agreement, involving the Parties and/or their respective representatives (for purposes of this Section 10.12 only, collectively the "Claims"), , whether such Claims sound in contract, tort, or otherwise, at law or in equity, under state or federal law, whether provided by statute or the common law, for damages or any other relief, shall be resolved by binding arbitration.  Arbitration shall be conducted in accordance with the rules of arbitration of the Federal Arbitration Act and, to the extent an issue is not addressed by the federal law on arbitration, by the Commercial Arbitration Rules of the American Arbitration Association.  The validity, construction, and interpretation of this agreement to arbitrate, and all procedural aspects of the arbitration conducted pursuant hereto shall be decided by the arbitrators.  In deciding the substance of the Parties' Claims, the arbitrators shall refer to the governing law.  It is agreed that the arbitrators shall have no authority to award treble, exemplary or punitive damages of any type under any circumstances whether or not such damages may be available under state or federal law, or under the Federal Arbitration Act, or under the Commercial Arbitration Rules of the American Arbitration Association, the Parties hereby waiving their right, if any, to recover any such damages.  The arbitration proceeding shall be conducted in San Francisco, California.  Within thirty (30) days of the notice of initiation of the arbitration procedure, each party shall select one arbitrator.  The two (2) arbitrators shall select a third arbitrator.  The third arbitrator shall be a person who has over eight years professional experience in electrical energy-related transactions and who has not previously been employed by either Party and does not have a direct or indirect interest in either Party or the subject matter of the arbitration.  While the third arbitrator shall be neutral, the two party-appointed arbitrators are not required to be neutral, and it shall not be grounds for removal of either of the two party-appointed arbitrators or for vacating the arbitrators' award that either of such arbitrators has past or present minimal relationships with the Party that appointed such arbitrator.  To the fullest extent permitted by law, any arbitration proceeding and the arbitrator's award shall be maintained in confidence by the Parties.

(m) Index Transactions.  The following provision is added as Section 10.13:  

(a) Market Disruption.  If a Market Disruption Event has occurred and is continuing during the Determination Period, the Floating Price for the affected Trading Day shall be determined pursuant to the index specified in the Transaction for the first Trading Day thereafter on which no Market Disruption Event exists; provided, however, if the Floating Price is not so determined within three (3) Business Days after the first Trading Day on which the Market Disruption Event occurred or existed, then the Parties shall negotiate in good faith to agree on a Floating Price (or a method for determining a Floating Price), and if the Parties have not so agreed on or before the twelfth Business Day following the first Trading Day on which the Market Disruption Event occurred or existed, then the Floating Price shall be determined in good faith by Enron Power Marketing, Inc. ("EPMI"), by taking the average of two or more dealer quotes.

"Determination Period" means each calendar month during the term of the relevant Transaction; provided that if the term of the Transaction is less than one calendar month the Determination Period shall be the term of the Transaction.

"Floating Price" means the price specified in the Transaction as being based upon a specified index.

"Market Disruption Event" means, with respect to an index, any of the following events (the existence of which shall be determined in good faith by EPMI):  (a) the failure of the index to announce or publish information necessary for determining the Floating Price; (b) the failure of trading to commence or the permanent discontinuation or material suspension of trading in the relevant options contract or commodity on the exchange or market acting as the index; (c) the temporary or permanent discontinuance or unavailability of the index; (d) the temporary or permanent closing of any exchange acting as the index; or  (e) a material change in the formula for or the method of determining the Floating Price.

"Trading Day" means a day in respect of which the relevant price source published the relevant price.

(b)
Corrections to Published Prices.  For purposes of determining the relevant prices for any day, if the price published or announced on a given day and used or to be used to determine a relevant price is subsequently corrected and the correction is published or announced by the person responsible for that publication or announcement, either Party may notify the other Party of (i) that correction and (ii) the amount (if any) that is payable as a result of that correction.  If a Party gives notice that an amount is so payable, the Party that originally either received or retained such amount will, not later than three (3) Business Days after the effectiveness of that notice, pay, subject to any applicable conditions precedent, to the other Party that amount, together with interest at the Interest Rate for the period from and including the day on which payment originally was (or was not) made to but excluding the day of payment of the refund or payment resulting from that correction.

(c)
Calculation of Floating Price.  For the purposes of the calculation of a Floating Price, all numbers shall be rounded to three (3) decimal places.  If the fourth (4th) decimal number is five (5) or greater, then the third (3rd) decimal number shall be increased by one (1), and if the fourth (4th) decimal number is less than five (5), then the third (3rd) decimal number shall remain unchanged.

Part 2.   SCHEDULE P
The following definitions are hereby added to Schedule P:

"CAISO Energy" means with respect to a Transaction, a Product under which the Seller shall sell and the Buyer shall purchase a quantity of energy equal to the hourly quantity without Ancillary Services (as defined in the Tariff) that is or will be scheduled as a schedule coordinator to schedule coordinator transaction pursuant to the applicable tariff and protocol provisions of the California Independent System Operator ("CAISO") (as amended from time to time, the "Tariff") for which the only excuse for failure to deliver or receive is an "Uncontrollable Force" (as defined in the Tariff).

"West Firm" means with respect to a Transaction, a Product that is or will be scheduled as firm energy consistent with the most recent rules adopted by the WSCC for which the only excuses for failure to deliver or receive are if an interruption is (i) due to an Uncontrollable Force as provided in Section 10 of the WSPP Agreement; or (ii) where applicable, to meet Seller's public utility or statutory obligations to its customers.  Notwithstanding any other provision in this Agreement, if Seller exercises its right to interrupt to meet its public utility or statutory obligations, Seller shall be responsible for payment of damages for failure to deliver firm energy as provided in Article 4 of this Agreement.  

"WSCC" means the Western Systems Coordinating Council.

"WSPP Agreement" means the Western Systems Power Pool Agreement as amended from time to time.

IN WITNESS WHEREOF, the Parties have caused this Master Agreement to be duly executed as of the date first above written.

Party A – Enron Power Marketing, Inc.

Party B – Sacramento Municipal Utility District
By: 

By: 

Name: 

Name: 

Title: 

Title: 

DISCLAIMER:  This Master Power Purchase and Sale Agreement was prepared by a committee of representatives of Edison Electric Institute ("EEI") and National Energy Marketers Association ("NEM") member companies to facilitate orderly trading in and development of wholesale power markets.  Neither EEI nor NEM nor any member company nor any of their agents, representatives or attorneys shall be responsible for its use, or any damages resulting therefrom.  By providing this Agreement EEI and NEM do not offer legal advice and all users are urged to consult their own legal counsel to ensure that their commercial objectives will be achieved and their legal interests are adequately protected.

EXHIBIT A
LETTER OF CREDIT PROVISIONS
I.  Letters of Credit.  Performance Assurance provided by one party (“X”) for the benefit of the other (“Y”) in the form of a Letter of Credit shall be subject to the following provisions.

(a)  Any Letter of Credit shall be delivered by X or the issuer of the Letter of Credit (the “Issuer”) to such address as Y shall specify and shall be maintained for the benefit of Y or its designee.  X or the Issuer of the Letter of Credit shall (i) renew or cause the renewal of each outstanding Letter of Credit on a timely basis as provided in the relevant Letter of Credit, (ii) if the Issuer of an outstanding Letter of Credit has indicated its intent not to renew such Letter of Credit, provide either a substitute Letter of Credit or other Performance Assurance, in each case at least twenty (20) Local Business Days prior to the expiration of the outstanding Letter of Credit, and (iii) if the Issuer shall fail to honor Y’s properly documented request to draw on an outstanding Letter of Credit, provide for the benefit of Y either a substitute Letter of Credit that is issued by a bank acceptable to Y or other Performance Assurance, in each case within two (2) Business Days after such refusal.

(b)  Upon the occurrence of a Letter of Credit Default, X agrees to either cause another Issuer to deliver to Y a substitute Letter of Credit, or, alternatively, X shall provide other Performance Assurance, in each case on or before the second Business Day after the occurrence thereof (or on or before the fifth Business Day after the occurrence thereof if only clause (i) under the definition of Letter of Credit Default applies).  “Letter of Credit Default” shall mean with respect to an outstanding Letter of Credit, the occurrence of any of the following events:  (i) the Issuer of such Letter of Credit shall fail to maintain a Credit Rating of at least “A-” by S&P or “A3” by Moody’s; (ii) the Issuer of the Letter of Credit shall fail to comply with or perform its obligations under such Letter of Credit if such failure shall be continuing after the lapse of any applicable grace period; (iii) the Issuer of such Letter of Credit shall disaffirm, disclaim, repudiate or reject, in whole or in part, or challenge the validity of, such Letter of Credit; (iv) such Letter of Credit shall expire or terminate, or shall fail or cease to be in full force and effect at any time during the term of this Agreement; or (v) the Issuer becomes Bankrupt; provided, however, that no Letter of Credit Default shall occur in any event with respect to a Letter of Credit after the time such Letter of Credit is required to be canceled or returned to the Issuer in accordance with the terms of the Master Agreement.

(c)  As one method of providing additional Performance Assurance, X may increase the amount of an outstanding Letter of Credit or establish one or more additional Letters of Credit.
(d) Upon or at any time after the occurrence of an Event of Default with respect to X, Y may draw on the entire, undrawn portion of any outstanding Letter of Credit upon submission to the Issuer of one or more certificates in accordance with the specific requirements of the Letter of Credit.  Cash proceeds received from drawing upon the Letter of Credit shall be deemed Performance Assurance and shall either be (y) applied against all amounts that are due and owing from X but have not been paid to Y within the time allowed for such payments under the Master Agreement or (z) maintained in accordance herewith.  Notwithstanding Y’s receipt of cash under the Letter of Credit, X shall remain liable to Y for any failure to transfer sufficient Performance Assurance to Y in accordance with the terms hereof.  In addition, X shall remain liable for any amounts owing to Y and remaining unpaid after the application of the amounts so drawn by Y.

(e) The provisions of this Exhibit __ shall constitute agreements for all purposes of the Master Agreement, including Section 5.1 (c) of the Master Agreement.

(a) SCHEDULE 1

IRREVOCABLE TRANSFERABLE STANDBY LETTER OF CREDIT FORMAT

DATE OF ISSUANCE:  



[Address]


Re:  Credit No. _______________


We hereby establish our Irrevocable Transferable Standby Letter of Credit in your favor for the account of _____________ (the “Account Party”), for the aggregate amount not exceeding ____________ United States Dollars ($_______), available to you at sight upon demand at our counters at (Location) on or before the expiration hereof against presentation to us of one or more of  the following statements, dated and signed by a representative of the beneficiary:

1. “An Event of Default (as defined in the Master Power Purchase and Sale Agreement dated as of ________ between beneficiary and Account Party, as the same may have been amended (the “Master Agreement”)) has occurred and is continuing with respect to Account Party under the Master Agreement.  Wherefore, the undersigned does hereby demand payment of the entire undrawn amount of the Letter of Credit.”; or


The amount which may be drawn by you under this Letter of Credit shall be automatically reduced by the amount of any drawings paid through the Issuing Bank referencing this Letter of Credit No. ____.  Partial drawings are permitted hereunder.


This Letter of Credit shall expire ________________ (____) days from the date of issuance, but shall automatically extend without amendment for additional _____________ (_____)‑day periods from such expiration date and from subsequent expiration dates, if you, as beneficiary, and the Account Party have not received due notice of our intention not to renew ninety (90) days prior to any such expiration date.


We hereby agree with you that documents drawn under and in compliance with the terms of this Letter of Credit shall be duly honored upon presentation as specified.


This Letter of Credit shall be governed by the Uniform Customs and Practice for Documentary Credits, 1993 Revision, International Chamber of Commerce Publication No. 500 (the "UCP"), except to the extent that the terms hereof are inconsistent with the provisions of the UCP, including but not limited to Articles 13(b) and 17 of the UCP, in which case the terms of this Letter of Credit shall govern.

With respect to Article 13(b) of the UCP, the Issuing Bank shall have a reasonable amount of time, not to exceed three (3) banking days following the date of its receipt of documents from the beneficiary, to examine the documents and determine whether to take up or refuse the documents and to inform the beneficiary accordingly.


In the event of an Act of God, riot, civil commotion, insurrection, war or any other cause beyond our control that interrupts our business (collectively, an “Interruption Event”) and causes the place for presentation of this Letter of Credit to be closed for business on the last day for presentation, the expiry date of this Letter of Credit will be automatically extended without amendment to a date thirty (30) calendar days after the place for presentation reopens for business.


This Letter of Credit is transferable, and we hereby consent to such transfer, but otherwise may not be amended, changed or modified without the express written consent of the beneficiary, the Issuing Bank and the Account Party.

[BANK SIGNATURE]
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