





					November 9, 2001


PG&E National Energy Group
7500 Old Georgetown Road
Bethesda, MD 20814-6161
Attention:	Daniel Sarti


	Re:  Master Netting, Setoff and Security Agreement dated as of February 2, 2001 between certain Enron Entities (“Enron”) and certain PG&E Entities (“PG&E”), as amended (the “Agreement”; capitalized terms used herein and not defined herein shall have the meanings given to such terms in the Agreement).

Dear Dan:

Reference is made to your letter dated November 6, 2001 pursuant to which PG&E requested that Enron post collateral to PG&E pursuant to the terms of the Agreement in the amount of $16,500,000 (the “Collateral”).  Pursuant to conversations between Wendy Conwell, Debbie Brackett and PG&E’s credit group, Enron informed PG&E that it was disputing $8,500,000 of such margin call and agreed to post to PG&E the undisputed portion of the margin call in the amount of $8,000,000.   	

The purpose of this letter is to inform PG&E that pending resolution of the disputed portion of the margin call, Enron has agreed to post today the remaining amount of $8,500,000, with the understanding that Enron and PG&E will promptly work together and exchange information to resolve such dispute, and that to the extent that such resolution results in a reduction of PG&E’s exposure under the Agreement, PG&E shall return the amount of such reduction to Enron pursuant to the terms of the Agreement.

 I would be happy to talk to you further about this matter.  If you have any questions about the matters set forth herein, please call me at 713-853-3381.

Very truly yours,



___________________________
William S. Bradford

