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November 9, 2001

Enron Administrative Services Corp.


Enron Energy Marketing Corp.

1400 Smith Street




1400 Smith Street

Houston, TX  77002-7361



Houston, TX  77002-7361

Attn.:  Kim Ward 




Attn.:  Kris Shiremann

Tel.:  713 853-0685




Tel.:  713 345-2401

Fax:  713 646-2391




Fax:  713 345-7374

Enron Energy Services, Inc.

1400 Smith Street, EB865

Houston, TX  77002

Attn.:  Kris Shiremann

Tel.:  713 345-2401

Fax:  713 345-7374

Ladies and Gentlemen:

Over the past couple of weeks Southern California Gas Company (“SoCalGas”) has been negotiating a credit facility with various Enron subsidiaries.  This has been in conjunction with the incorporation of a new SoCalGas Risk Management and Trading Policy and Procedures Manual.  This when combined with the recent events including rating agency downgrades, the negative financial reception of Enron in the financial markets, and the restatement of their financial condition causes SoCalGas to take the following actions. SoCalGas hereby notifies the Enron subsidiaries named above, which are participants in SoCalGas’ Contracted Marketer and/or CAT (ESP) programs, that SoCalGas has reduced the amount of unsecured credit SoCalGas is willing to provide to the Enron companies and requests additional collateral or credit mitigation tool to secure their performance as Contracted Marketers and/or ESP’s.  

The additional collateral or mitigation tool requested is either:  

The provision of $27 million through an irrevocable standby letter of credit, surety bond, or other cash equivalent, as may be acceptable to SoCalGas; or

The execution and return to SoCalGas of the enclosed Supplemental Margin Agreement.

We request that the collateral or margin agreement be provided to us no later than 5 p.m. Pacific time, Tuesday, November 13, 2001.  This is the time frame mentioned in the October 31, 2001 e-mail from Mr. Brent Mishler of SoCalGas to Ms. Teresa Seibel of Enron.

Your failure to provide the requested collateral by November 12 may subject you to termination from the Contracted Marketer and/or CAT (ESP) programs.

If you have any questions, please call me or Mr. Robert Betonte (213 244-3832).

Sincerely,

Eric B. Nelson

Southern California Gas Company

EBN:llq

cc:
Enron Corp.

1400 Smith St., Room 4743

Houston, TX  77003

Attn.:  Harry Kingerski, Senior Director of Government Affairs

Tel.:  713 853-5786

Fax:  713 646-3409


Sarah Dietrich, Esq.


Enron Energy Services, Inc.

Tel.: 713 345-7759

Fax:  713 646-8860

Mr. Robert Betonte

Mr. Brent Mishler

Carol A. Consolver, Esq.

[image: image1.png]