



August 31, 2000

Ms. Sharon Firooz
San Diego Gas & Electric Company
8306 Century Part Court, Suite 41 D
San Diego, CA 92123-1593


Dear Sharon:

On behalf of Enron Power Marketing, Inc. (EPMI), I appreciate the opportunity to respond to the San Diego Gas & Electric (SDG&E) Request for Proposal (RFP) dated August 22, 2000.  Enclosed are the attachments that constitute our response.

The spreadsheet indicates the prices for 2 of the products requested by SDG&E:  the 7 x 24 and the  6 x 16.  Also enclosed is a term sheet indicating the terms and conditions of our offer.  Finally, we have included a pro forma Confirmation Letter indicating the exact language that upon which our offers are based. 

Based on information provided in your RFP, it is our understanding that SDG&E has requested that sellers keep offers open from 12:00 noon on September 5 until 2:00 pm on August 9.  EPMI respectfully cannot keep its prices open this long.  The prices provided herein are indicative only and subject to change.  

We are hopeful that SDG&E will change it’s RFP process to limit the amount of time sellers have to keep offers open.  While we understand that SDG&E needs some period of time to organize the offers and get certain approvals from various California government agencies, sellers like EPMI need to manage our price risk.  A period of time of about 4 hours, or perhaps overnight, might allow the interests of SDG&E and sellers to be reasonably served. 

Despite our position indicated above, we are hopeful that we can continue to participate in the SDG&E RFP process and ultimately reach agreement on a transaction.  Please contact me at 503/464-3822 if you have any questions.

Sincerely,



Chris Foster

  


TERM SHEET

Seller:		Enron Power Marketing, Inc. (EPMI)

Buyer:		San Diego Gas & Electric Company (SDG&E)

Delivery Point:	At Seller’s option, any tie point into the San Diego Reliability Area (SDLRA)

Products:	Product 1:  7 x 24 - Energy delivered every hour of the delivery term throughout the Term of the Agreement.
	
Product 2: 6 x 16 – Energy delivered HE 0700 – HE 2200, Monday through Saturdays, excluding NERC Holidays, throughout the Term of the Agreement.


Quantity:	Up to 100 MW in total for all products with prices escalating prices for each additional 50 MW block.  These prices will be negotiable.

Price:		See attached spreadsheet

Term:	As mutually agreed to by Seller and Buyer

Conditions:	1)	Contract will be done as a Confirmation Letter in the form of the enclosed, 
		pursuant to the Western Systems Power Pool Agreement.
	2)	CAISO Energy is energy without Ancillary Services that is or will be 
		scheduled as a scheduling coordinator ("SC") to SC transaction pursuant to the California Independent System Operator ("CAISO") tariff and protocols and for which the only excuse for failure to deliver or receive is Force Majeure.   If there is a CAISO Schedule Adjustment, the Parties shall apply the Ex Post price to the adjusted quantity to settle the Ex Post price against the Contract Price. 

	“Ancillary Services" shall have the meaning set forth in the CAISO tariff.

	“CAISO Schedule Adjustment" means a schedule change made by CAISO that is not caused by either party and is beyond either party's ability to control.
3)	NOTWITHSTANDING ANYTHING TO THE CONTRARY IN THE REQUEST FOR PROPOSAL FOR FIRM POWER FROM SAN DIEGO GAS & ELECTRIC COMPANY DATED AUGUST 22, 2000,(“RFP TERMS”) ENRON POWER MARKETING, INC. (“EPMI”)  SHALL NOT BE LEGALLY BOUND BY ANY PROPOSED PRICING SET FORTH IN THIS TERM SHEET UNLESS AND UNTIL EPMI CONFIRMS IN WRITING IN A DEFINITIVE AGREEMENT THAT IT IS SO BOUND.  THE PRICING PROPESED IN THIS TERM SHEET IS INDICIATIVE ONLY AND NOTWITHSTANDING ANYTHING TO THE CONTRARY IN THE RFP TERMS, EPMI IS NOT HOLDING THE PRICING OPEN AS A LEGALLY BINDING OFFER UNTIL SEPTEMBER 9,2000.  EPMI EXPRESSLY RESERVES THE RIGHT TO CHANGE THE PRICING IN THIS TERM SHEET AT ANY TIME UP AND UNTIL THE RFP PROCESS IS COMPLETED AND SHALL ONLY BE BOUND TO ANY PRICING UPON EXECUTION OF AN ACCEPTABLE DEFINITIVE AGREEMENT ALL TERMS AND CONDITIONS, INCLUDING PRICING TERMS ACCEPTABLE TO EPMI.  

