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AMENDMENT NO . 1
TO  TH E

UTILITY DISTRIBUTIO N CO M PANY OPERATING AGREEM ENT

TH IS AM ENDMENT is date d th is  ___ day of April, 19 9 8 and is  e nte re d into, by and
be tw e e n:

(1) Pacific Gas  and Ele ctric Com pany h aving its  re giste re d and principal
place  of bus ine s s  locate d in 77 Be ale  Stre e t, San Francisco, CA  9 4177
(“PG& E”);

and

(2) California Inde pe nde nt Syste m  O pe rator Corporation, a California
nonprofit public be ne fit Corporation h aving a principal e xe cutive  office
locate d at such  place  in th e  State  of California as  th e  ISO  Gove rning
Board m ay from  tim e  to tim e  de s ignate , initially 151 Blue  Ravine  Road,
Folsom , California 9 5630 (th e  “ISO ”).

PG& E and th e  ISO  are  h e re inafte r re fe rre d to as  th e  “Am e nding Partie s .”

W h e re as :

A. Th e  Am e nding Partie s  e nte re d into th e  Utility Distribution Com pany
O pe rating Agre e m e nt date d Nove m be r 27, 19 9 7 (th e  “Principal
Agre e m e nt”).

B. By orde rs  is s ue d on D e ce m be r 17, 19 9 7, and Fe bruary 25, 19 9 8, th e
Fe de ral Ene rgy Re gulatory Com m is s ion re q uire d th at th e  Utility Distribution
Com pany Ope rating Agre e m e nt be  am e nde d.

NO W  TH EREFO RE, TH E AM ENDING PARTIES AGREE as  follow s :

1) Effe ctive  Date .  Th is  Am e ndm e nt s h all be  e ffe ctive  as  of th e  e ffe ctive  date
of th e  Principal Agre e m e nt and s h all re m ain in full force  and e ffe ct until th e
te rm ination of th e  Principal Agre e m e nt.
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2) Am e ndm e nt to th e  Principal Agre e m e nt.  Th e  Principal Agre e m e nt s h all be
am e nde d as  s e t out be low :

a) Re cital C is  am e nde d to re ad as  follow s :

C. Th e  UDC w is h e s  to transm it Ene rgy and/or supply Ancillary
Se rvice s  to or from  th e  ISO  Controlle d Grid unde r th e  te rm s  and
conditions  s e t forth  in th e  ISO  Tariff.  Th e  UDC also w is h e s  to
support and be  part of th e  coordinate d re s pons e  to Syste m
Em e rge ncie s  and to Syste m  Re liability conce rns  re lating to th e
ISO  Controlle d Grid.

b) Re cital E is  am e nde d to re ad as  follow s :

E. Th is  O pe rating Agre e m e nt obligate s  th e  UDC and th e  ISO  to
com ply w ith  th e  re le vant s e ctions  of th e  ISO  Tariff, th e  ISO
O pe rating Proce dure s  and th e  ISO  Spe cifications .

c) Se ction 1.1 is  am e nde d to re ad as  follow s :

1.1 M aste r D e finitions Supple m e nt.  Any w ord or e xpre s s ion
de fine d in th e  M aste r D e finitions Supple m e nt to th e  ISO  Tariff
s h all h ave  th e  s am e  m e aning w h e re  us e d in th is  O pe rating
Agre e m e nt.

d) In Se ction 1.2, th e  de finition of "ISO  Spe cifications" is  am e nde d to
re ad as  follow s :

“ISO  Spe cifications” m e ans  th os e  s tandards  pe rtaining to th e  are as  of
ope ration liste d in Article  IV of th is  O pe rating Agre e m e nt, approve d
by th e  ISO  to e s tablis h  de taile d te ch nical pe rform ance  and re liability
param e te rs  at th e  ISO  Controlle d Grid and UDC Inte rconne ction,
as sociate d w ith  th e  ISO  Tariff, as  th os e  s tandards  m ay be  am e nde d
from  tim e  to tim e .

Furth e r in Se ction 1.2, th e  de finition of “ISO  O pe rating Proce dure ” is
am e nde d to re ad as  follow s :

“ISO  O pe rating Proce dure ” m e ans  th os e  proce dure s  pe rtaining to th e
are as  of ope ration liste d in Article  IV of th is  O pe rating Agre e m e nt,
cre ate d by th e  ISO  to e s tablis h  de taile d ope rating practice s  at th e  ISO
Controlle d Grid and UDC Inte rconne ction, as sociate d w ith  ge ne ral
provis ions  re q uire d in th e  ISO  Tariff, as  th os e  s tandards  m ay be
am e nde d from  tim e  to tim e .
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e ) Se ction 1.3(a) is  am e nde d to re ad as  follow s :

(a) if th e re  is  any incons iste ncy be tw e e n th is  O pe rating Agre e m e nt
and th e  ISO  Tariff, th e  ISO  Tariff w ill pre vail to th e  e xte nt of
th e  incons iste ncy;

f) Se ction 1.3(f) is  am e nde d to re ad as  follow s :

(f) a re fe re nce  in th is  O pe rating Agre e m e nt to a give n agre e m e nt,
instrum e nt or th e  ISO  Tariff s h all be  a re fe re nce  to th at
agre e m e nt, instrum e nt or th e  ISO  Tariff as  m odifie d, am e nde d,
supple m e nte d or re s tate d th rough  th e  date  as  of w h ich  s uch
re fe re nce  is  m ade ;

g) Se ction 2.1 is  am e nde d to re ad as  follow s :

2.1 Effe ctive  Date .  Th is  O pe rating Agre e m e nt s h all be  e ffe ctive  as
of th e  late r of th e  date  it is  e xe cute d by th e  Partie s  or th e  date
acce pte d for filing and m ade  e ffe ctive  by th e  FERC and s h all
re m ain in full force  and e ffe ct until th e  e arlie r of th e  te rm ination
date , th e  te rm ination of th e  TCA or such  oth e r date  as  th e
Partie s  s h all m utually agre e .  W ith  re s pe ct to any such
te rm ination, th e  ISO  m ust file  a tim e ly notice  of te rm ination
w ith  FERC, and th is  O pe rating Agre e m e nt s h all te rm inate  upon
acce ptance  by FERC of such  a notice  of te rm ination.

h ) Se ction 2.2 is  am e nde d to re ad as  follow s :

2.2 Te rm ination Date .  Eith e r Party (th e  te rm inating Party) m ay
te rm inate  th is  O pe rating Agre e m e nt by giving w ritte n notice  in
th e  e ve nt th at th e  oth e r Party (th e  de faulting Party) com m its
any de fault unde r th is  O pe rating Agre e m e nt and/or th e  ISO
Tariff w h ich , if capable  of be ing re m e die d, is  not re m e die d
w ith in 30 days  afte r th e  te rm inating Party h as  give n th e
de faulting Party w ritte n notice  of th e  de fault, unle s s  e xcus e d
by re ason of Uncontrollable  Force s  unde r Article  X of th is
O pe rating Agre e m e nt.  W ith  re s pe ct to any notice  of
te rm ination give n pursuant to th is  s e ction, th e  ISO  m ust file  a
tim e ly notice  of te rm ination w ith  FERC.  Th is  O pe rating
Agre e m e nt s h all te rm inate  upon acce ptance  by FERC of such  a
notice  of te rm ination.
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i) Se ction 2.3 is  am e nde d to re ad as  follow s :

2.3 Te rm ination Pursuant to th e  TCA.  If th e  UDC is  a party to th e
Transm is s ion Control Agre e m e nt (“TCA”), th is  O pe rating
Agre e m e nt s h all te rm inate  upon th e  e ffe ctive  date  of th e  UDC’s
w ith draw al from  th e  TCA in accordance  w ith  Se ction 3.3 of th e
TCA, provide d, h ow e ve r, th at first th e  ISO  s h all h ave  file d a
tim e ly notice  of te rm ination w ith  FERC and FERC s h all h ave
acce pte d such  notice  of te rm ination.

j) Se ction 3.2 is  am e nde d to re ad as  follow s :

3.2 Agre e m e nt Subje ct to ISO  Tariff.  Th is  O pe rating Agre e m e nt
s h all be  s ubje ct to th e  provis ions  of th e  ISO  Tariff w h ich  s h all
be  de e m e d to be  incorporate d by re fe re nce  h e re in, as  th e  s am e
m ay be  ch ange d or supe rs e de d from  tim e  to tim e  pursuant to
Se ctions  16.1 and 20.1.3 of th e  ISO  Tariff.  Th e  Partie s  agre e
th at th e y w ill com ply w ith  Se ction 4, and any oth e r applicable
provis ions , of th e  ISO  Tariff.

k ) Se ction 3.3 is  am e nde d to re ad as  follow s :

3.3 O pe ration of ISO  Controlle d Grid.  Th e  ISO  s h all ope rate  th e
ISO  Controlle d Grid in accordance  w ith  th e  ISO  Tariff and th e
Transm is s ion Control Agre e m e nt to w h ich  it is  a party.

l) Se ction 3.4.1 is  am e nde d to re ad as  follow s :

3.4.1 Com pliance  w ith  ISO  Spe cifications  and ISO  O pe rating
Proce dure .  Th e  UDC w ill abide  by and w ill pe rform  all of th e
obligations  unde r th e  ISO  Spe cifications  and th e  ISO  O pe rating
Proce dure  place d on UDCs  in re s pe ct of all m atte rs  s e t forth
th e re in as  th e  s am e  m ay be  ch ange d or supe rs e de d from  tim e
to tim e  pursuant to th e  proce dure s  s e t forth  in Se ctions  16.1
and 20.1.3 of th e  ISO  Tariff.  In th e  e ve nt of any conflict or
dispute  ove r inte rpre tation, th e  ISO  Tariff s h all, at all tim e s ,
tak e  pre ce de nce  ove r th e  ISO  Spe cifications  and ISO  O pe rating
Proce dure .  Th e  ISO  s h all not im ple m e nt any re liability
re q uire m e nts , ope rating re q uire m e nts  or pe rform ance  s tandards
th at w ould im pos e  incre as e d costs  on th e  UDC w ith out giving
due  cons ide ration to w h e th e r th e  be ne fits  of such  re q uire m e nts
or standards  are  s ufficie nt to justify such  incre as e d costs .  In
any proce e ding conce rning th e  cost re cove ry by th e  UDC of
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capital and ope ration and m ainte nance  costs  incurre d to com ply
w ith  ISO  Spe cifications  and O pe rating Proce dure , th e  ISO  s h all,
at th e  re q ue s t of th e  UDC, provide  s pe cific inform ation
re garding th e  nature  of, and ne e d for, th e  ISO -im pos e d
re q uire m e nts  or standards  to e nable  th e  UDC to us e  th is
inform ation in support of cost re cove ry th rough  rate s  and
tariffs .

m ) Th e  paragraph  unde r th e  h e ading “Article  IV, O pe rational
Coordination” is  am e nde d to re ad as  follow s :

Th e  Partie s  w ill pe rform  th e  ope rational coordination obligations  and
re s pons ibilitie s  as s igne d to th e m  unde r th e  ISO  Tariff, th e  ISO
O pe rating Proce dure s , and th e  ISO  Spe cifications .  Th e  obligations
and re s pons ibilitie s  include :

n) Se ction 4.1.1 is  am e nde d to re ad as  follow s :

4.1.1 M ainte nance  Coordination for Facilitie s  unde r ISO  Control.  Th e
UDC s h all sch e dule  w ith  th e  ISO  on an annual bas is  any
m ainte nance  outage s  of th e  e q uipm e nt include d in Sch e dule  1
pursuant to Sch e dule  4 in com pliance  w ith  th e  O utage
Coordination Protocol of th e  ISO  Tariff and s h all coordinate  its
outage  re q uire m e nts  w ith  th e  Participating TO  w ith  w h ich  it is
inte rconne cte d.

o) Se ction 4.2 is  am e nde d to re ad as  follow s :

4.2 Syste m  Em e rge ncie s .  Th e  re s pons ibilitie s  of th e  Partie s  in
re lation to Syste m  Em e rge ncie s  are  s tate d in Se ction 4.4 of th e
ISO  Tariff, th e  D ispatch  Protocol of th e  ISO  Tariff and in
Sch e dule  5.  Th e  ISO  s h all adopt fair and non-discrim inatory
proce dure s  am ong th e  UDCs  to e nsure  th at no UDC be ars  a
disproportionate  s h are  of th e  ISO ’s  load s h e dding program .

p) Se ction 5.1 is  am e nde d to re ad as  follow s :

5.1 Acce s s  Righ ts .  Pursuant to Se ction 4.8.4 of th e  ISO  Tariff and
Sch e dule  14 of th is  O pe rating Agre e m e nt, th e  ISO  and th e  UDC
s h all e ach  h ave  th e  righ t to install or to h ave  installe d
e q uipm e nt or oth e r facilitie s , including m e te ring e q uipm e nt, on
th e  e le ctric utility prope rty of th e  oth e r ne ce s s ary for th e
im ple m e ntation of th is  O pe rating Agre e m e nt.  Th e  ISO ’s
installation of e q uipm e nt on th e  prope rty of th e  UDC s h all
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com ply w ith  Local Re gulatory Auth ority re gulations , e xce pt
w h e re  com pliance  w ith  Local Re gulatory Auth ority re gulations
w ould caus e  th e  ISO  to violate  th e  ISO  Tariff, and w ith  all
re le vant safe ty standards .

q ) Se ction 8.2 is  am e nde d to re ad as  follow s :

8.2 Ne ce s s ary Approvals .  Th e  Each  Party re pre s e nts  th at all
ne ce s s ary approvals , pe rm its , lice ns e s , e as e m e nts , righ t of w ay
or acce s s  to install, ow n and ope rate  its  facilitie s  s ubje ct to th is
O pe rating Agre e m e nt h ave  be e n obtaine d prior to e xe cution of
th is  O pe rating Agre e m e nt.

r) Se ction 11.8 is  am e nde d to re ad as  follow s :

11.8 Pe naltie s .  Any pe naltie s  to be  le vie d unde r th is  O pe rating
Agre e m e nt s h all be  e s tablis h e d in accordance  w ith  th e  ISO
Tariff afte r consultation be tw e e n th e  UDC and th e  ISO , and
approval by th e  FERC, and s h all be  s e t out in Sch e dule  15.  No
pe naltie s  or sanctions  m ay be  im pos e d unde r th is  O pe rating
Agre e m e nt unle s s  a Sch e dule  providing for such  pe naltie s  or
sanctions  h as  first be e n file d w ith  and m ade  e ffe ctive  by FERC.
Noth ing in th is  O pe rating Agre e m e nt, w ith  th e  e xce ption of th e
provis ions  re lating to ADR, sh all be  construe d as  w aiving th e
righ ts  of th e  UDC to oppos e  or prote s t any pe nalty propos e d by
th e  ISO  to th e  FERC or th e  s pe cific im pos ition by th e  ISO  of
any FERC-approve d pe nalty on th e  UDC.

IN W ITNESS W H EREO F, th e  Am e nding Partie s  h ave  caus e d th is  Am e ndm e nt No. 1
to be  duly e xe cute d by and th rough  th e ir re s pe ctive  auth orize d re pre s e ntative s  as
of th e  date  h e re inabove  w ritte n.

California Inde pe nde nt Syste m  O pe rator Corporation

By: ____________________________________________

Nam e : ____________________________________________

Title : ____________________________________________

Pacific Gas  and Ele ctric Com pany
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By: ____________________________________________

Nam e : ____________________________________________

Title : ____________________________________________


