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	                           Risk Management & Trade Corp
P.O. Box 4428
Houston, TX  77210-4428
Phone: (713) 853-3300
Fax:  (713) 646-4816


	
	


CONFIRMATION



Date:		January 17, 2001

To: 		Enron Europe Limited (“Party B”)

Attention:	Chali Zulu

Telephone:	01144207/783-2287

Fax No.: 	01144207/783-1238	

From:		Risk Management & Trading Corp. (“Party A”)

RE:		Equity Basket Swap Transaction, Deal No. EIXPCG01172001

The purpose of this letter (this “Confirmation”) is to confirm the terms and conditions of the transaction entered into between Enron Europe Limited and Risk Management & Trade Corporation on the Trade Date specified below (the “Transaction”).

The definitions and provisions contained in the 1996 ISDA Equity Derivatives Definitions (as published by the International Swaps and Derivatives Association, Inc.) (the “Equity Derivatives Definitions”) are incorporated into this Confirmation.  In the event of any inconsistency between the Equity Derivatives Definitions and this Confirmation, this Confirmation will prevail.

1. The terms of the particular Transaction to which  this Confirmation relates are as follows:

General Terms:

	Trade Date:
	As specified in Annex I
	

	
	
	

	Effective Date:
	As specified in Annex I
	

	
	
	

	Termination Date:
	January 17, 2001
	

	
	
	

	Basket:
	As specified in Annex I
	

	
	
	

	Exchange(s):
	New York Stock Exchange
	

	
	
	

	Related Exchange(s):
	Not Applicable
	

	
	
	

	Calculation Agent:
	Party A
	

	
	

	Equity Amounts Payable by Equity Amount Payer:
	

	
	
	

	Equity Amount Payer:
	Party B
	

	
	
	

	Number of Baskets:
	1
	

	
	
	

	Equity Notional Amount:
	USD 7,865,597.50
	

	
	
	

	Equity  Notional Reset:
	Applicable
	

	
	
	

	Equity Payment Dates:
	Three Currency Business Days following each Valuation Date 
	

	
	
	

	Type of Return:
	Total Return
	

	
	
	

	Initial Price:
	As specified in Annex I
	

	
	
	

	Final Price:
	The aggregate of the closing prices per Basket Component Share with the exception of the final Equity Amount where the Final Price shall be equal to the Hedge Price.
	

	
	
	

	Hedge Price:
	The weighted average price at which Party B buys the Basket Component Shares in connection with the Transaction plus USD .07 per Basket Component share.
	

	
	
	

	Basket Component Share(s):
	The shares comprising the Basket in Annex I
	

	
	
	

	Valuation Time:
	At the close of trading on the relevant Exchange(s)
	

	
	
	

	Valuation Dates:
	Monthly, on the 17th beginning February 17, 2001 through and including the Termination Date.
	

	
	
	

	Dividend Payment Dates:
	The Equity Payment Date relating to the Valuation Date on which the relevant Dividend Period ends.
	

	
	
	

	Dividend Amount
	100% of all ordinary cash dividends where: (i) the ex-dividend date occurs during the period from the day following the Trade Date to and including the final Valuation Date and (ii) the date on which the related ordinary cash dividend would have been received by persons who held the Shares comprising the Basket during such period is during the relevant Dividend Period multiplied by the Number of Baskets.
	

	
	
	

	Reinvestment of Dividends:
	Inapplicable
	

	
	
	

	Floating Amounts Payable by Floating Amount Payer:
	
	

	
	
	

	Floating Amount Payer:
	Party A
	

	
	
	

	Notional Amount:
	The Equity Notional Amount (adjusted in accordance with Section 7.11(c) of the 1996 Definitions)
	

	
	
	

	Payment Dates:
	Each Equity Payment Date
	

	
	
	

	Floating Rate Option:
	USD-LIBOR-BBA
	

	
	
	

	Designated Maturity:
	1 month
	

	
	
	

	Spread:
	None
	

	
	
	

	Floating Rate Day Count Fraction:
	Actual/360
	

	
	
	

	Initial Floating Rate (excluding spread):
	
5.83625 percent
	

	
	
	

	Reset Dates:
	The first day of each Calculation Period
	

	
	
	

	Business Day:
	New York, London
	

	
	
	

	Business Day Convention:
	Modified Following
	

	
	
	

	Adjustments:
	
	

	
	
	

	Method of Adjustment:
	Calculation Agent Adjustment
	

	
	
	

	Extraordinary Events:
	
	

	
	
	

	Consequence of Merger Events:
	
	

	
	
	

	(a) Share-for-Share:
	Alternative Obligation
	

	
	
	

	(b) Share-for-Other:
	Cancellation and Payment
	

	
	
	

	(c) Share-for-Combined:
	Cancellation and Payment
	

	
	
	

	Nationalization or Insolvency:
	Cancellation and Payment
	

	
	
	

	2.  Account Details and Settlement Information:
	
	

	
	
	

	Payments to Party A:
	To be advised
	

	
	
	

	Payments to Party B:
	Please advise
	

	
	
	

	
	
	


3. Party A identifies this Transaction as property being hedged for federal income tax purposes.  Party A identifies the hedging transaction (if any) for this Transaction using the aggregate risk method for federal income tax purposes.  For hedging transactions involving notional principal contracts, Party A uses the method of tax accounting set forth in Treasury Regulation section 1.446-3.

Party B identifies this Transaction as a hedging transaction for federal income tax purposes.  Party B hereby identifies the Equity Notional Amount described in this Confirmation as the property being hedged.  If Party B is a domestic entity, it uses the method of tax accounting set forth in Treasury Regulation section 1.446-3 for hedging transactions involving notional principal contracts.

Each party represents that it is in compliance with the terms, conditions and limitations set forth in the board resolutions or other guidelines that are applicable to such party’s execution and performance of this Transaction.

Please confirm that the foregoing correctly sets forth the terms of our agreement by executing the copy of this Confirmation enclosed for that purpose and returning it to us or by sending to us a letter substantially similar to this letter within three Business Days after the date first above written, which letter sets forth the material terms of the Transaction to which this Confirmation relates and indicates agreement to those terms.




Risk Management & Trading Corp. is pleased to have entered into this Transaction with you.

						Yours sincerely,

						ECT EQUITY TRADING

						By: 						
						Name:						
						Title:						

Confirmed as of the date first above written:

ECT MERCHANT FINANCE

By:					
Name:					
Title: 					








































ANNEX 1

Shares comprised in the Basket

The Basket is composed of the specified Shares of the Issuers listed below in the relative proportions and numbers set out in  relation to each Issuer Below.

	Trade Date
	Effective Date
	Shares (the "Issuer")
	Exchange identifier
	Class
	Initial Share Price (USD)
	Number of Shares comprised in the Basket
	Exchange(s)
	Notional Amount (USD)

	1/17/01
	1/22/01
	Edison International
	EIX
	Common Stock
	9.4958
	450,000
	NYSE
	$   4,273,110.00

	1/17/01
	1/22/01
	PG&E Corp.
	PCG
	Common Stock
	10.173
	140,000
	NYSE
	$   1,424,220.00

	1/22/01
	1/25/01
	PG&E Corp.
	PCG
	Common Stock
	10.9183
	25,000
	NYSE
	$      272,957.50

	1/25/01
	1/30/01
	PG&E Corp.
	PCG
	Common Stock
	12.2708
	75,000
	NYSE
	$      920,310.00

	1/29/01
	2/1/01
	Edison International
	EIX
	Common Stock
	13
	75,000
	NYSE
	$      975,000.00

	
	
	
	
	
	
	
	
	

	
	
	Totals:
	
	
	
	
	
	$   7,865,597.50




“NYSE” means New York Stock Exchange.
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