	Telephone:  (415) 442-0900
Facsimile:   (415) 979-2616
Writer's Direct Dial:   (415) 442-1284
Email:  gfergus@brobeck.com
	Spear Street Tower
One Market
San Francisco
California  94105




[bookmark: HeaderDate]Ben D. Whitwell		February 23, 2001
		Page [image: ]2
[bookmark: Date]February 23, 2001
	[bookmark: Via]Via Facsimile and U.S. Mail
(310) 274-9910
	


[bookmark: InsideAddress]Ben D. Whitwell
Whitwell & Emhoff
202 North Canon Drive
Second Floor
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[bookmark: Subject]Re:	Accounting for Funds
[bookmark: Salutation]Dear Ben:
[bookmark: BodyStart]Now that there is a stipulated injunction in place preserving the status quo, at least as between Enron and the California Power Exchange Corporation (“CalPX”), we need to understand the basic accounting that has led to the status quo.  Prior to our filing the action before Judge Moreno, a number of Enron personnel were in discussions with the staff of the CalPX to learn the details of various calculations that the CalPX had performed to arrive at specific billings and setoffs for Enron.  It is our understanding that the staff at the CalPX has been instructed not to discuss these calculations with Enron.  We are writing to you because it is essential that all parties fully understand the accounting calculations that the CalPX has been performing to arrive at the current status quo.  Set forth below are some specific questions that we believe will begin to enable Enron to understand its position vis a vis the CalPX.

1.	Enron has been assessed the following setoffs from payments due and owing to Enron for energy delivered: 

	January --___		$  ----------
	January --		$  ----------
	February --		$17,846,030.82 

	Will you please provide the specific detail of how these amounts were calculated?

2.	To the extent that these setoff amounts were calculated due to the default of Southern California Edison and Pacific Gas & Electric using a “chargeback” methodology, how did the CalPX take into account the following items:

	a.	Has the Core Market performance bond of $20,000,000 been paid?  If so, has the $20,000,000 been credited in any of these chargeback setoffs?

	b.	Has the CalPX credited the $80,000,000 in auction revenue for the Firm Transmission Rights from the auction held in January in any of these chargeback calculations?

	c.	Has CalPX been paid by the State of California for the block forward positions that were commandeered by the state?  If so, have those amounts been credited in the chargeback calculations?

	d.	Has the CalPX collected any other funds to minimize the chargebacks assessed to PX Participants?

3.	Has the CalPX made a claim against the CTS $50,000,000 performance bond?  If so, has it been paid?  If not, given the fact that the State of California has seized the block forward market, what performance is the CTS performance bond assuring?

We look forward to your continued candid cooperation as we all try to sort through the current environment.  As you know, Enron has approximately $150,000,000 (cash, letters of credit, money owed to Enron) tied up in these various calculations.  Enron has a right to know what it has been charged and why.  These specific responses will enable Enron to assess the CalPX’s positions before FERC and elsewhere with respect to chargebacks as well as the performance bond questions.  Please provide this critical information to us as soon as possible.  

If you  have questions, please do not hesitate to contact me.


Sincerely,
BROBECK, PHLEGER & HARRISON LLP
By:		
Gary S. Fergus
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