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CORPORATION

a non-profit energy company

(E -Mail and Federal Express)

Daune Kirrene

Senior Contracts Negotiator, Market and Product Development
California Independent System Operator Corporation

250 Outcropping Way

Folsom, CA 95630

August 10, 2011

Subject: Citizens Sunrise Transmission LLC PTO Application and Proposed Transmission
Owners Tariff

Dear Ms. Kirrene

On August 3, 2006, the California Independent System Operator Corporation’s
(“CAISO”) Board of Governors adopted a resolution approving the Sunrise Powerlink Project as
a “necessary and cost effective upgrade of the CAISO Controlled Grid” and directed San Diego
Gas & Electric Company (“SDG&E”) and Citizens Energy Corporation (“Citizens Energy”) to
proceed with permitting and construction of the project. In furtherance of that resolution,
enclosed on behalf of Citizens Sunrise Transmission LLC (“Citizens Sunrise Transmission™), a
wholly-owned subsidiary of Citizens Energy, is the Application of Citizens Sunrise Transmission
to become a Participating Transmission Owner of the CAISO, in respect of its interest in the
Sunrise Powerlink Project. The PTO Application includes Citizens Sunrise Transmission’s
Proposed Transmission Owner’s Tariff. Citizens Sunrise Transmission notified all CAISO PTOs
on July 28, 2011 of its intention to file the enclosed PTO Application.

Citizens Sunrise Transmission would appreciate your officially posting this Application
on the CAISO’s website and taking whatever additional steps are necessary to comply with the
notice and comment requirements of the CAISO’s Tariff, regulations and procedures governing
consideration of Citizens Sunrise Transmission’s PTO Application.

Citizens Energy and Citizens Sunrise Transmission are prepared to supply whatever
additional information you require to process this PTO Application. As Citizens Sunrise
Transmission stated in its July 28, 2011 notice, it will require action by the CAISO Board no
later than December 16, 2011, in order to meet its financing commitments to SDG&E. It is
Citizens Sunrise Transmission’s intention to obtain conditional PTO status as soon as possible,
and to become a PTO effective as of the commercial operation date of the Sunrise Powerlink
Project, currently scheduled for June 2012,

Thank you in advance for your consideration of this matter. Please contact me if you
have any questions.

Sincerely,

fPeter ‘l!ﬁ

Chief Operating Officer

88 Black Falcon Avenue » Center Lobby Suite 342 » Boston, Massachusetts 02210
617.338.6300 FAX 617.542.4487



cc:

Pacific Gas and Electric Company
Kristine Buchholz

Director, Electric System Operations
77 Beale Street, Room 1526

San Francisco, CA 94105
415-973-1218

San Diego Gas & Electric Company
Scott Peterson

Director — Electric Grid Operations
9060 Friars Road

San Diego, CA 92108
619-725-8639

Southern California Edison Company

James A. Kelly, Senior Vice President, Transmission & Distribution
2244 Walnut Grove Ave,, GO3

Rosemead, California 91770

(626) 302-2243

City of Vernon

Donald O’Callaghan, Director of Light and Power
4305 Santa Fe Avenue

Vernon, California 90058

(323) 583-8811

City of Anaheim

Sheryll A. Schroeder, City Clerk
200 S. Anaheim Blvd.

Anaheim, California 92805
(714) 765-5645

City of Azusa

Bob Tang, Assistant Director of Resource Management
729 N. Azusa Avenue

Azusa, CA 91702

(626) 812-5214

City of Banning

Fred Mason, Power Resource & Revenue Admin
176 E. Lincoln St.

Banning, California 92220

(951) 922-3265



City of Riverside

David H. Wright, Public Utilities General Manager
3900 Main Street Riverside, CA 92522

(951) 826-5784

Trans-Elect NTD Path 15, LLC

James H. Drzemiecki

1850 Centennial Park Drive, Suite 480
Reston, VA 20191 ;
(703) 563-4358

Western Area Power Administration, Sierra Nevada Region
Thomas R. Boyko, Power Marketing Manager

114 Parkshore Drive

Folsom, CA 95630-4710

(916) 353-4421

City of Pasadena

Ms. Phyllis E. Currie, General Manager, City of Pasadena Water and Power Department
150 8. Los Robles, Suite 200

Pasadena, CA 91101

(626) 744-4425

Trans Bay Cable LLC

David Parquet, Vice President
2 Harrison Street, 6th Floor
San Francisco, CA 94105
(415) 512-1515

Trans Bay Cable LLC

Judith A. Hall, Associate General Counsel
c¢/o Babcock & Brown LP

2 Harrison Street, 6th Floor

San Francisco, CA 94105

(415) 512-1515

Starwood Energy Group Global, I..L.C.

Madison Grose, Vice Chairman and Senior Managing Director
591 West Putnam Ave.

Greenwich, CT 06830

(203) 422-7714



August 9, 2011

Citizens Sunrise Transmission LLC
Application To
California Independent System Operator Corporation
For
Participating Transmission Owner Status

Citizens Sunrise Transmission LLC (“Citizens Sunrise Transmission”) hereby
applies to become a Participating Transmission Owner of the California
Independent System Operator Corporation (“CAISQO”), in respect of its interest in
the Sunrise Powerlink Project (“Sunrise Powerlink”), as more fully described in this
Application. Citizens Sunrise Transmission is a wholly owned subsidiary of
Citizens Enterprises Corporation (“Citizens Enterprises”), which, in turn, is a
wholly owned subsidiary of Citizens Energy Corporation, a Massachusetts non-
profit corporation (“Citizens Energy”).

On August 3, 2006, the CAISO Board of Governors adopted a resolution approving
the Sunrise Powerlink as a “necessary and cost effective upgrade of the CAISO
Controlled Grid” and directed San Diego Gas & Electric Company (“SDG&E”) and
Citizens Energy to proceed with permitting and construction of the project.
(Appendix A — Map) SDG&E and Citizens Energy have agreed in their
Development and Coordination Agreement of May 9, 2009 (“DCA”) that Citizens
Energy would have an opportunity to obtain an interest in the Sunrise Powerlink.
Specifically, the DCA provides Citizens Energy with an option to lease 50% of the
transfer capability of the 500 kV segment of the Sunrise Powerlink located in
Imperial County, California for 30 years (the “Border-East Line”). (Appendix B-1 —
Copy of DCA) To perfect its interest, Citizens Energy is obliged, among other
things, (1) to exercise its option at least 90 days before the scheduled date of
commercial operation of the Sunrise Powerlink, (2) to pay SDG&E certain
associated costs (one half of the actual cost of construction & development of the
Border-East Line), and (3) to assume all operating costs related to its interest in the
Border-East Line. Citizens Energy is further obligated to turn over operational
control of its interest in the Border-East Line to the CAISO.

Citizens Energy will assign and transfer all of its rights and obligations under the
DCA and all of the regulatory approvals it has obtained to date to Citizens Sunrise
Transmission.V

u As Citizens Energy explained in its Petition for Declaratory Order to the Federal
Energy Regulatory Commission (“FERC”), Citizens Energy is structured as a non-
profit company that owns 100% of a for-profit holding company, Citizens
Enterprises, which in turn wholly owns several for-profit subsidiaries, including
Citizens Sunrise Transmission. Citizens Energy will utilize Citizens Sunrise



9.

1. Description of the Facilities To Be Placed Under CAISO Operational
Control

The Sunrise Powerlink is comprised of a new electric transmission line between the
existing Imperial Valley and Sycamore Canyon Substations, a proposed new
Suncrest Substation, and other system modifications in order to reliably operate the
new line. It will traverse approximately 117 miles between the El Centro area of
Imperial County and southwestern San Diego County, in southern California. In
addition, three system upgrades (reconductors from Sycamore Canyon Substation to
Pomerado, Scripps and Elliott substations) will be required. The segment of the
Sunrise Powerlink line between the existing Imperial Valley Substation located in
Imperial County and a new Suncrest Substation in San Diego County will be a 500
kV steel tower overhead transmission line. This segment includes the entire
Border-East Line. The segment of the Sunrise Powerlink between the Suncrest
Substation and Sycamore Canyon Substation will be a double circuit 230 kV
underground cable transmission line.

2. Description of Citizens’ Transmission Entitlement

Citizens Energy’s Entitlement to its 50% interest the Border-East Line is set forth
in the DCA, a copy of which is contained in Appendix B-1. A summary of the
Entitlement is set forth in matrix format in Appendix B-2.

3. Encumbrances

There are no Encumbrances as defined in the CAISO Tariff with respect to Citizens
Energy’s interest in the Border-East Line at this time. However, in implementing
Citizens Energy’s Entitlement, Citizens Sunrise Transmission anticipates that it
will agree that during the term of its Entitlement it will act in such a way as to
permit the CAISO to operate the Border-East Line subject to the Transmission
Control Agreement’s SDG&E Appendix B, “SDG&E’s Encumbrances, Local
Furnishing Transmission,” as such SDG&E Appendix B may be amended, modified,
or supplemented from time to time pursuant to applicable law. Accordingly,
Appendix B-2 of this Application lists such SDG&E Appendix B as an Encumbrance
on the Border-East Line.

Transmission to effectuate the ultimate lease transaction with SDG&E, as
contemplated by the DCA. As Citizens Energy further explained to FERC, Citizens
Energy relies on profits from the businesses it owns and operates to generate
revenues for charitable and social programs.



4. Transmission Lines and Facilities To Be Placed Under ISO's
Operational Control

Citizens Sunrise Transmission intends to place under the CAISO’s operational
control all of its interest in the Border-East Line. Citizens Sunrise Transmission’s
interest in the Border-East Line will comprise the only interest in transmission
facilities which it owns or has an Entitlement to.

5. Reliability Criteria

Citizens Sunrise Transmission is not aware of any specific Local Reliability Criteria
that are applicable to the Border-East Line.

6. Maintenance Practices

Citizens Energy has agreed in the DCA that SDG&E will be responsible for
operation and maintenance of the Border-East Line. Therefore, SDG&FE’s current
maintenance practices will govern maintenance of the Border-East Line.

7. Temporary Waivers of Applicable Reliability Criteria

Citizens Sunrise Transmission seeks no temporary waivers of Applicable Reliability
Criteria.

8. Proposed Transmission Owner Tariff

Citizens Sunrise Transmission’s proposed Transmission Owner Tariff (“TO Tariff”)
1s attached as Appendix C.

The final costs of the Border-East Line and Citizens Sunrise Transmission’s
proposed TO Tariff for the Border-East Line will be filed at a later date. As part of
this Application, Citizens Sunrise Transmission has attached a draft TO Tariff.
(Appendix C) Citizens Sunrise Transmission’s final TO Tariff will not go into effect
until accepted for filing by FERC. Citizens Sunrise Transmission anticipates filing
its Transmission Revenue Requirement (“TRR”) and its proposed TO Tariff with
FERC immediately following action by the CAISO Board of Governors on this
Application. The commercial operation date of the Sunrise Powerlink, including the
Border-East Line segment, is currently expected to be June, 2012.

9. Transmission Revenue Requirement Data Request Form/Notice Of
FERC Filing

In lieu of a completed TRR Data Request form, Citizens Sunrise Transmission
hereby notifies the CAISO that immediately upon favorable action on this
Application it will file its TRR with FERC. That filing will incorporate the results
of FERC’s Declaratory Order of 2009 approving Citizens Energy’s proposed formula



rate methodology and request for recovery of abandoned facilities costs. See
Citizens Energy Corporation, 129 FERC Y 61,242 (2009).

10. Address and Contact Names:

Joseph P. Kennedy II joe_kennedy@citizensenergy.com
Chairman and Chief Executive Officer
Peter F. Smith peter_smith@citizensenergy.com

Chief Operating Officer

Citizens Energy Corporation

88 Black Falcon Avenue, Suite 342
Boston, Massachusetts 02210
Number: (617) 338-6300

Fax: (617) 542-4487

Donald R. Allen. Esq. dra@duncanallen.com
Paul M. Breakman, Esq. pmb@duncanallen.com
Duncan & Allen

1575 Eye Street, Suite 300
Washington, D.C. 20005
Telephone: (202) 289-8400
Fax: (202) 289-8450

11. Other Information

Citizens Sunrise Transmission will supply any other information required by the
CAISO to process this Application in a timely manner.

12. Settlement Account Information

For confidentiality reasons, Citizens Sunrise Transmission will provide this
information in due course a separate document.

13. MWh Demand Per Month

Not applicable.

14. Instructions for Encumbrances and Entitlements

Not applicable.

* % % %

In order to obtain regulatory approvals necessary for Citizens Sunrise
Transmission to exercise its option, finance its interest in the Border-East Line and
close the acquisition thereof within the time periods set forth in the DCA, Citizens
Sunrise Transmission requires CAISO Board of Governor action on this Application
on or before December 16, 2011.



This application is submitted on this 10th day of August, 2011.

Signed:
/s/ Peter F. Smith

Peter F. Smith
Chief Operating Officer
Citizens Sunrise Transmission, LLC



Appendix A - MAP
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Appendix B - Entitlements

B-1

Development and Coordination Agreement of May 9, 2009
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DEVELOPMENT AND COORDINATION AGREEMENT

This DEVELOPMENT AND COORDINATION AGREEMENT (“DCA”) is made and
entered into as of May 11, 2009 (the “Effective Date”), by and between San Diego Gas &
Electric Company, a California corporation (“SDG&E”), and Citizens Energy Corporation, a
Massachusetts non-profit corporation (“Citizens”). Each of SDG&E and Citizens shall be
referred to herein individually as a “Party” and collectively as the “Parties.”

RECITALS

WHEREAS, SDG&E has been developing a transmission project known as the Sunrise
Powerlink Project to connect the Imperial Valley Substation to its transmission system at a
central location in its service territory (as more fully defined herein, the “Project”);

WHEREAS, SDG&E, Citizens, and the Imperial Irrigation District, an irrigation district
organized under the laws of the state of California (“IID”), executed a Memorandum of
Agreement on March 16, 2006, as amended by a letter agreement executed on June 20, 2006 (as
amended, supplemented, or restated from time to time, the “MOA”), to provide for the
coordinated development by IID, SDG&E and Citizens of portions of the Project;

WHEREAS, in a letter from Stella Mendoza, President of the IID Board of Directors, to
Michael Niggli, Chief Operating Officer of SDG&E, dated November 14, 2007, and in a letter
from Stella Mendoza, President of the IID Board of Directors, to Joseph Kennedy, Chairman and
President of Citizens, dated November 15, 2007, I1ID informed the Parties that it was terminating
its participation under the MOA;

WHEREAS, subject to certain conditions specified herein, the Parties desire to continue
the coordinated development of the Project in a manner consistent with the original intent of the
MOA but in the absence of IID whereby SDG&E will develop, design, permit, engineer,
procure, construct and own the Project, and Citizens will have an option to lease certain interests
or entitlements in the Project.

NOW THEREFORE, and in consideration of the foregoing, and of the mutual promises,
covenants and conditions set forth herein, and other good and valuable consideration, the Parties
hereto, intending to be legally bound by the terms and conditions set forth in this DCA, hereby
agree, subject to the terms and conditions of this DCA, as follows:

ARTICLE L DEFINITIONS; RULES OF INTERPRETATION

Section 1.1  Definitions. As used in this DCA, the following terms shall have the
following meanings unless otherwise stated or the context otherwise requires:

“Affiliate” means, with respect to any Person, any other Person directly or indirectly
controlling or controlled by or under direct or indirect common control of such Person. For
purposes of this definition, “control”, when used with respect to any Person, means the power to
direct or cause the direction of the management and policies of such Person, directly or
indirectly, whether through the ownership of voting securities, by contract or otherwise.



“AFUDC” refers to an Allowance for Funds Used During Construction, recognizing the
cost to SDG&E of financing the development, design, permitting, engineering, procurement, and
construction of the Project.

“Applicable Reliability Standard” means reliability standards established by the Western
Electricity Coordinating Council and reliability standards approved by FERC under Section 215
of the Federal Power Act to provide for reliable operation of the bulk power system.

“BLM” means the Bureau of Land Management, an agency within the United States
Department of the Interior.

“Border Demarcation” means a demarcation point on the Project where the Transfer
Capability interests of the Parties change, which point shall be the border between San Diego
County and Imperial County, as generally depicted in Schedule 1.1.

“Border-East Line” means the proposed 500 kV transmission line that extends east of the
Border Demarcation up to, but not including, the Imperial Valley Substation, as generally
depicted in Schedule 1.1. For the avoidance of doubt, the Border-East Line shall include only
the 500 kV transmission line and shall not include any transmission facilities that may operate at
a lower voltage, or any substation facilities.

“Border-West Facilities” means the proposed 500kV and 230kV transmission lines and
associated facilities extending west of the Border Demarcation, including without limitation, a
proposed 500/230 kV substation located in the east-central portion of SDG&E’s electrical system
and all down-stream 230 kV improvements to one or more existing SDG&E substations and
related transmission facilities and any transmission facilities that may operate at a lower voltage,
as generally depicted in Schedule 1.1.

“Business Day” means any day except Saturday, Sunday or a weekday on which
commercial banks in New York City, New York or San Diego, California are required or
authorized to be closed.

“CAISO” means the California Independent System Operator Corporation if SDG&E is a
member of the California Independent System Operator Corporation, or the successor regional
transmission entity, if any, that has Operational Control over SDG&E’s transmission system and
provides transmission service under rates, terms and conditions regulated by FERC pursuant to
Section 205 of the Federal Power Act if SDG&E is no longer a member of the California
Independent System Operator Corporation, or SDG&E if SDG&E is no longer a member of the
California Independent System Operator Corporation or any such successor regional
transmission entity.

“CAISO Agreements” means the electric tariff at any time filed with FERC by the
CAISO and any other applicable CAISO agreements, tariffs, manuals, protocols or rules setting
forth the rights and obligations of Persons with respect to the CAISO controlled grid, or any
successor electric tariff at any time filed with FERC setting forth the rights and obligations of
Persons with respect to SDG&E’s transmission system.




“CAISO Eligible Customer” means an “Eligible Customer” as defined in the CAISO
Agreements or any other successor customer who is eligible to obtain transmission service
pursuant to the CAISO Agreements.

“CEQA” means the California Environmental Quality Act.
“Citizens” has the meaning set forth in the introductory paragraph hereto.

“Coastal Commission” means the California Coastal Commission.

“Commercial Operation Date” and “COD” means the date on which the Project begins
commercial operation.

“Control Area” means an electric power system or combination of electric power systems
to which a common automatic generation control scheme is applied in order to: (i) match, at all
times, the power output of the generators within the electric power system(s) and capacity and
energy purchased from entities outside the electric power system(s), with the load within the
electric power system(s); (ii) maintain scheduled interchange with other Control Areas, within
the limits of Good Ultility Practice; (iii) maintain the frequency of the electric power system(s)
within reasonable limits in accordance with Good Utility Practice; and (iv) provide sufficient
generating capacity to maintain operating reserves in accordance with Good Ultility Practice.

“CPCN Application” means the August 4, 2006 amended application to the CPUC for the
certificate of public convenience and necessity for the Project (including the “Proponent’s
Environmental Assessment”) and all schedules, exhibits, attachments and appendices thereto
filed on August 4, 2006.

“CPCN Decision” means the “Decision Granting a Certificate of Public Convenience and
Necessity for the Sunrise Powerlink Transmission Project,” and all attachments thereto, issued
by the CPUC on December 24, 2008.

“CPUC” means the California Public Utilities Commission.
“DCA” has the meaning set forth in the introductory paragraph hereto.
“Effective Date” has the meaning set forth in the introductory paragraph hereto.

“Event of Default” has the meaning set forth in Section 9.1 (Events of Default) hereof.

“FERC” means the Federal Energy Regulatory Commission.

“Final EIR/EIS” means the Final Environmental Impact Report/Environmental Impact
Statement, prepared jointly by the CPUC and the BLM, as certified by the CPUC and defined in
the CPCN Decision.

“Force Majeure” means an event or circumstance that prevents one Party from
performing its obligations hereunder, which event or circumstance was not foreseen as of the
date this DCA is entered into, which is not within the control of or the result of the negligence of



the affected Party, and which, by the exercise of due diligence, the Party is unable to mitigate or
avoid or cause to be avoided, including but not limited to (but only to the extent that the
following examples satisfy such definition) (a) acts of God, such as droughts, floods,
earthquakes, and pestilence, (b) fires, explosions, and accidents, (¢) war (declared or undeclared),
riots, insurrection, rebellion, acts of the public enemy, acts of terrorism and sabotage, blockades,
and embargoes, (d) storms and other climatic and weather conditions that are abnormally severe
for the period of time when, and the area where, such storms or conditions occur, including
typhoons, hurricanes, tornadoes and lightning, (e) strikes or other labor disturbances, (f) changes
in permits from Governmental Authorities or the conditions imposed thereunder or the failure to
renew such permits not due to the failure of the affected Party to timely submit applications, and
(g) the enactment, adoption, promulgation, modification, or repeal after the date hereof of any
applicable law. Notwithstanding the foregoing, under no circumstance shall an event of Force
Majeure be based on: (i) changes in market conditions or the economic health of a Party, (ii) the
failure to timely seek, modify, amend or extend permits, approvals, or other required action from
any Governmental Authority, (ii1) any action or inaction by the board of directors of a Party to
the extent that such Party is seeking to excuse its failure to perform as an event of Force
Majeure; and/or (iv) any failure to make payments.

“Good Utility Practice” means any of the practices, methods and acts engaged in or
approved by a significant portion of the electric utility industry during the relevant time period,
or any of the practices, methods and acts which, in the exercise of reasonable judgment in light
of the facts known at the time the decision was made, could have been expected to accomplish
the desired result at a reasonable cost consistent with good business practices, reliability, safety
and expedition. Good Utility Practice is not limited to the optimum practice, method, or act to
the exclusion of all others, but rather to the acceptable practices, methods, or acts generally
accepted in the region, including those practices required by Section 215(a)(3) of the Federal
Power Act.

“Governmental Authority” means any federal, state, local, territorial or municipal
government and any department, commission, board, bureau, agency, instrumentality, judicial or
administrative body thereof.

“IID” has the meaning set forth in the recitals hereto.

“Imperial Valley Substation” means the 500/230 kV substation, including those
modifications necessary to connect the Border-East Line to the existing 500 kV bus, located
southwest of El Centro, California, as generally depicted in Schedule 1.1, and currently owned
by IID and SDG&E as tenants in common pursuant to, and in proportion to the allocation set out
in, that certain California Transmission System Participation Agreement, dated May 1, 1983, as
amended, modified, or supplemented from time to time, between SDG&E and IID.

“MOA” has the meaning set forth in the recitals hereto.
“NEPA” means the National Environmental Policy Act.

“Operational Control” means the rights of the Control Area operator to direct the
operation of transmission facilities and other electric plant in the Control Area affecting the




reliability of those facilities for the purpose of affording comparable, non-discriminatory
transmission access and meeting Applicable Reliability Standards.

“Option” has the meaning set forth in Section 4.2 (Option) hereof.
“Parties” and “Party” have the meanings set forth in the introductory paragraph hereto.

“Person” means any individual, corporation, partnership, limited liability company, joint
venture, trust, unincorporated organization or Governmental Authority.

“Project” means the Sunrise Powerlink Project and more specifically the
“Environmentally Superior Southern Route” identified in the Final EIR/EIS and modified by the
CPCN Decision, and reasonable alterations thereto, as generally depicted in Schedule 1.1. For
purposes hereof, the Project is divided into the following components: the Border-West
Facilities, the Border-East Line, and the Imperial Valley Substation, as generally depicted in
Schedule 1.1.

“Project Schedule” means the schedule for development and construction of the Project
as developed by SDG&E, subject to modification by SDG&E as provided in Section 6.3 (Project
Schedule Revisions).

“PTO” means a Participating Transmission Owner as defined in the CAISO Agreements.

“Required Citizens Regulatory Approvals” means approvals from each Governmental
Authority with authority over Citizens’ leasehold interests or entitlements in the Project,
including FERC, necessary for Citizens to exercise its Option, or to lease and finance its
leasehold interest in the Project, other than those approvals that would not have a material
adverse effect on the exercise of the Option, leasing or financing of Citizens’ leasehold interest
in the Project if not obtained.

“Required Regulatory Approvals” means the Required Citizens Regulatory Approvals,
and the Required SDG&E Regulatory Approvals.

“Required SDG&E Regulatory Approvals” means approvals from each Governmental
Authority with authority over the Project, including the CPUC, the BLM, FERC and the Coastal
Commission, necessary for SDG&E to consummate the transactions contemplated hereunder, or
to develop, design, engineer, procure, construct, commission, own, operate, maintain and finance
the Project, other than (i) those approvals that are not required prior to the start of construction of
the Project, are not subject to the discretionary action of the applicable agency, and otherwise
can be obtained in the ordinary course of business, and (ii) those approvals that would not have a
material adverse effect on the development, design, engineering, procurement, construction,
commissioning, ownership, operation, maintenance or financing of the Project if not obtained.

“SDG&E” has the meaning set forth in the introductory paragraph hereto.

“Target Closing Date” means, as of the Effective Date, May 30, 2012, subject to
modification by SDG&E as provided in Section 6.3 (Project Schedule Revisions) of this DCA,
but in no event on or after the Commercial Operation Date.




“Target COD” means the target Commercial Operation Date, which as of the Effective
Date is June 2012, subject to modification by SDG&E as provided in Section 6.3 (Project
Schedule Revisions) of this DCA.

“Target Construction Date”” means, as of the Effective Date, June 2010, subject to
modification by SDG&E as provided in Section 6.3 (Project Schedule Revisions) of this DCA.

“Term” has the meaning set forth in Section 2.1 (Term) hereof.

“Transfer Capability” means the amount of power (in mega-watts) that can be transferred
over part, or all, of the Project in a reliable manner while meeting all of a specific set of defined
pre-contingency and post-contingency system conditions in accordance with Western Electricity
Coordinating Council standards. The holder of Transfer Capability under the Operational
Control of the CAISO, for the benefit of and made available to CAISO Eligible Customers, is
entitled to all associated rights and revenues from use of the Transfer Capability of the Project as
may be subsequently defined by the CAISO Agreements.

“Transfer Capability Lease” has the meaning set forth in Section 2.2 (Subsequent
Agreements) hereof.

“Useful Life of the Project” means the period during which the Project can provide or is
capable of providing transmission service.

Section 1.2 Rules of Interpretation. Unless otherwise provided herein or the context
otherwise requires, and to the extent consistent with the Parties’ original intent hereunder:
(a) words denoting the singular include the plural and vice versa; (b) words denoting a gender
include both genders; (c) references to a particular part, clause, section, paragraph, article, party,
exhibit, schedule or other attachment shall be a reference to a part, clause, section, paragraph, or
article of, or a party, exhibit, schedule or other attachment to the document in which the
reference is contained; (d) a reference to any statute or regulation includes all statutes or
regulations varying, consolidating or replacing the same from time to time, and a reference to a
statute includes all regulations issued or otherwise applicable under that statute to the extent
consistent with the Parties’ original intent hereunder; (e) a reference to a particular section,
paragraph or other part of a particular statute shall be deemed to be a reference to any other
section, paragraph or other part substituted therefor from time to time; (f) a definition of or
reference to any document, instrument or agreement includes any amendment or supplement to,
or restatement, replacement, modification or novation of, any such document, instrument or
agreement; (g) a reference to any person includes such person’s successors and permitted assigns
in that designated capacity; (h) any reference to “days” shall mean calendar days unless Business
Days are expressly specified; and (i) examples shall not be construed to limit, expressly or by
implication, the matter they illustrate.

ARTICLE II. TERM; OTHER AGREEMENTS

Section 2.1  Term. The “Term” of this DCA shall commence on the Effective Date
and shall end (i) upon the expiration of the Option if such Option has not been exercised, (ii)
upon the end of the thirty-year term of Citizens’ lease of Transfer Capability if the Option has
been exercised, (iii) in the event of mutual written agreement by all Parties that explicitly



supersedes in its entirety or otherwise terminates this DCA, or (iv) as otherwise provided for
herein.

Section 2.2 Subsequent Agreements. The Parties shall develop and, to the extent
Citizens exercises and closes its Option, execute further agreements as may be reasonably
necessary to effectuate the purpose and intent of this DCA including, without limitation, the
principal terms outlined in Articles III (Responsibility for Development, Construction and
Operation of Project) and IV (Ownership and Option) and Schedule 2.2. The Parties expect that
such agreements shall include, without limitation, a lease of Transfer Capability that also
provides for interconnection, operation and maintenance of the Project (the “Transfer Capability
Lease”), and consents, estoppels and other acknowledgements of the foregoing as a Party’s
lenders may reasonably request. The Parties further expect that since they have addressed so
many details regarding the Project, notwithstanding their still being in the development phases of
the Project, a Party’s lenders may seek clarifications, amendments or modifications of this DCA.
In such event, the Parties will exercise good faith efforts to accommodate such requests provided
that no Party is hereby committing itself to any such clarification, amendment or modification of
this DCA which, in such Party’s sole discretion, would impair or interfere with the benefits that a
Party expects to derive from its participation in the Project. In particular, SDG&E and Citizens
shall negotiate a final form of Transfer Capability Lease that provides for the lease of Transfer
Capability, interconnection, operation and maintenance of the Project reasonably acceptable to
each Party, and as further described in Schedule 2.2, by no later than nine months after the
Effective Date. The Parties acknowledge that negotiation of a final form of the Transfer
Capability Lease no later than nine months after the Effective Date is critical to the timely
completion of development and permitting activities hereunder and a material term hereof.

ARTICLE III. RESPONSIBILITY FOR DEVELOPMENT, CONSTRUCTION
AND OPERATION OF PROJECT

Section 3.1  General Responsibility for Development and Construction of the Project.
SDG&E shall be responsible for the development, design, permitting, engineering, procurement
and construction of the Project. SDG&E shall bear all costs for development and construction of
the Project, until such time as Citizens has exercised and closed its Option. SDG&E’s activities
and responsibilities for the Project shall include the acquisition of permits and land rights
necessary to construct the Project, which shall be done in SDG&E’s name and at SDG&E’s
expense, provided that if Citizens exercises its Option, an interest in such permits and land rights
shall be transferred to Citizens to the extent necessary to lease to Citizens its Transfer Capability
in the Project. SDG&E and Citizens shall cooperate in good faith in all activities reasonably
necessary for SDG&E to complete construction and to achieve commercial operation of the
Project by the Target COD.

Section 3.2 Performance Standards. Each Party shall use commercially reasonable
efforts to promote the following objectives:

(a) to minimize capital costs of the Project;

(b) to minimize operational expenses of the Project;



(©) to maximize the Useful Life of the Project;
(d) to minimize the downtime of the Project;
(e) to meet the Project Schedule for the Project;
) not to exceed the budgets for the Project;

(2) to begin construction of the Project on or before the Target
Construction Date;

(h) to complete construction of the Project on or before the Target
COD;

) to incur only those costs which are prudent in accomplishing their
respective purposes.

Section 3.3  Project Documents. SDG&E shall use reasonable efforts (including its
power of condemnation, if necessary) to ensure that any easements, rights-of-way, and other land
rights, procurement contracts, engineering contracts, construction contracts, and other project
documents associated with the Project will not restrict assignment to Citizens to the extent of its
leasehold interest in the Project so that Citizens’ leasehold interest in the Project shall be
transferred promptly to Citizens upon the close of its Option.

ARTICLE 1V. OWNERSHIP AND OPTION

Section 4.1  SDG&E’s Ownership. Except to the extent that Citizens has exercised
and closed the Option, SDG&E shall own 100% of the ownership interests (along with 100% of
the Transfer Capability) in the Project. To the extent that Citizens has exercised and closed the
Option, SDG&E shall continue to own 100% of the ownership interests in the Project subject to
a thirty-year lease to Citizens of 50% of the Transfer Capability on the Border-East Line.

Section 4.2 Option. Subject to Citizens agreeing to a mutually acceptable Transfer
Capability Lease with SDG&E, Citizens shall have the option to lease Transfer Capability in the
Project as follows (the “Option”):

Section 4.2.1 Option to Lease Transfer Capability for a Term. Citizens shall
have the option to lease from SDG&E and, upon Citizens’ exercise of such option,
SDG&E shall have the obligation to lease to Citizens, 50% of the Transfer Capability on
the Border-East Line for a thirty year term, provided that such Transfer Capability shall
revert to SDG&E at no cost to SDG&E, free and clear of any liens or encumbrances,
upon expiration of such thirty year term or upon earlier termination of Citizens’ lease by
reason of an Event of Default under this DCA or a material breach of its obligations
under any subsequent agreements between Citizens and SDG&E as contemplated in this
DCA that is not cured in accordance with the applicable subsequent agreement.

Section 4.2.2 Exercise of Option. Citizens may exercise the Option by
delivering written notice to SDG&E no later than 90 days prior to the Target Closing




Date. If Citizens fails to exercise its Option by the earlier of (i) no later than 90 days
prior to the Target Closing Date and (ii) the 10" anniversary of the Effective Date, such
unexercised Option shall expire.

Section 4.2.3 Closing of Option. The lease of Transfer Capability pursuant to
the exercised Option shall occur as soon as reasonably practical after exercise of the
Option but no later than the Target Closing Date. SDG&E and Citizens shall execute,
acknowledge and deliver any and all documents reasonably necessary to lease such
Transfer Capability and otherwise carry out the terms and conditions of this DCA. Upon
closing of the lease of the Transfer Capability pursuant to the exercised Option, Citizens
shall pay to SDG&E the prepaid rent amount set forth in Section 4.2.4 (Prepaid Rent for
Close of Option). Closing of the Option may be accomplished through use of an escrow
arrangement as mutually agreed by the Parties.

Section 4.2.4 Prepaid Rent for Close of Option. The prepaid rent to be paid by
Citizens for Transfer Capability leased pursuant to exercise of the Option shall be 50% of
the actual cost incurred by SDG&E to develop, design, permit, engineer and construct the
Border-East Line, including AFUDC and payments still due under pending construction
contracts for work to be completed after closing of the Option (provided that SDG&E
shall provide Citizens a good faith estimate of all such costs in writing no later than 90
days prior to the date of closing on the Option). Citizens shall be responsible for
obtaining its own financing for the prepaid rent, and SDG&E has no obligation to provide
or guarantee financing to Citizens if Citizens is unable to secure any part of its financing.

Section 4.2.5 Final Construction Activities Subsequent to Close of Option. After
closing of the lease of Transfer Capability pursuant to an exercised Option, SDG&E shall
provide construction management services to Citizens in order to assist Citizens in
coordinating construction punch list items and all other final construction activities for
the Border-East Line. Citizens will be responsible for 50% of the costs incurred in
completing final construction work on the Border-East Line incurred after closing of the
lease of Transfer Capability, including payments still due under pending construction
contracts, and such payments shall be deemed to be additional prepaid rent.

Section 4.3  Regulatory Approval for Exercise of Option. The Parties acknowledge
and agree that the lease of Transfer Capability in the Project and as described in Section 4.2
(Option) is expressly contingent upon and subject to SDG&E’s receipt of (i) a final,
nonappealable order by the CPUC approving this lease under Section 851 of the California
Public Utilities Code or otherwise, and (ii) a final, nonappealable order by FERC approving this
transaction under the Federal Power Act and SDG&E’s rate methodologies to account for
Citizens’ lease of Transfer Capability in the Project, in each case, in form and substance
acceptable to the Parties, in each Party’s sole discretion. With respect to clause (i) above,
SDG&E will seek any necessary approvals from the CPUC no later than 90 days after the
Effective Date. In order to augment the information available to the CPUC for the foregoing
application, Citizens agrees that no later than 90 days after the Effective Date, Citizens shall file
a petition with FERC seeking a declaratory order approving its rate methodologies for the
recovery of costs associated with its lease of Transfer Capability in the Project including any
incentive rate treatment Citizens may seek. With respect to clause (ii) above, SDG&E will seek




any necessary approvals from FERC promptly after the Parties have agreed to substantially final
forms of the subsequent transaction documents.

ARTICLE V. REGULATORY APPROVALS

Section 5.1 Mutual Cooperation.

Section 5.1.1 SDG&E Regulatory Approvals. SDG&E shall be responsible for
obtaining the Required SDG&E Regulatory Approvals. Citizens agrees to cooperate in
good faith with and assist SDG&E in obtaining the Required SDG&E Regulatory
Approvals.

Section 5.1.2 Citizens Regulatory Approvals. Citizens shall be responsible for
obtaining the Required Citizens Regulatory Approvals. SDG&E agrees to cooperate in
good faith with and assist Citizens in obtaining the Required Citizens Regulatory
Approvals.

ARTICLE VL MANAGEMENT OVERSIGHT AND COMMITTEE STRUCTURE

Section 6.1  Meetings of the Parties. The Parties shall hold regularly scheduled
meetings (no less frequently than monthly during the period when the Project is under
construction and no less frequently than quarterly at all other times prior to COD) for the purpose
of reviewing each Party’s progress in its development, design, permitting, engineering,
procurement, construction, commissioning, financing, operating, and maintenance activities for
the Project. The Parties shall hold regularly scheduled meetings no less frequently than annually
after COD. Either Party may call a special meeting at any time. Reasonable and sufficient
notice of each meeting shall be given to each Party in order to allow full participation.

Section 6.2  Sharing Information.

Section 6.2.1 SDG&E Information. Upon reasonable notice and during regular
business hours, SDG&E shall allow Citizens access to the Project site and provide other
information related to the Project as may be reasonably requested by Citizens, including
but not limited to:

(a) Costing information to ensure that costs for the Project are
allocated to appropriate portions of the Project and that SDG&E
keeps its accounts and provides sufficient information to Citizens
to allow Citizens to review those allocations and accounts on an
on-going basis;

(b) Permitting information;
(©) Plans, specifications, design, or maps of the Project; and

(d) Material contracts that affect the development, design, permitting,
engineering, procurement and construction of the Project.
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Section 6.2.2 Citizens Information. Upon reasonable notice, Citizens shall
provide information related to the Project as may be reasonably requested by SDG&E.

Section 6.3  Project Schedule Revisions. From time to time, SDG&E shall provide
Citizens with revisions in the Project Schedule as soon as practicable after determining the need
for any such revision.

Section 6.4  Final Decisions. Notwithstanding anything to the contrary in this Article
VI (Management Oversight and Committee Structure), SDG&E shall be solely responsible for
and shall make all final decisions with respect to the development, design, permitting,
engineering, procurement, construction, and commissioning of the Project. Any disputes
regarding whether or not SDG&E has complied with its obligations under this DCA (including
its obligations under Section 3.2 (Performance Standards)) shall be resolved by the dispute
resolution procedures under Article X (Dispute Resolution).

ARTICLE VII. FORCE MAJEURE

Section 7.1  Force Majeure. Notwithstanding anything in this DCA to the contrary, if a
Party’s performance is impacted by Force Majeure, the affected Party shall be excused from
performing its affected obligations under this DCA (other than the obligation to make payments
with respect to obligations arising prior to the event of Force Majeure) and shall not be liable for
damages or other liabilities due to its failure to perform, during any period that such Party is
unable to perform due to an event of Force Majeure; provided, however, that the Party declaring
an event of Force Majeure shall: (i) act expeditiously to resume performance; (ii) exercise all
commercially reasonable efforts to mitigate or limit damages to the other Parties; and (iii) fulfill
the requirements set forth in Section 7.2 (Notification).

Section 7.2 Notification. A Party unable to perform under this DCA due to an event
of Force Majeure shall: (i) provide prompt written notice of such event of Force Majeure to the
other Party, which shall include an estimate of the expected duration of the Party’s inability to
perform due to the event of Force Majeure; and (ii) provide prompt notice to the other Party
when performance resumes.

ARTICLE VIIL WITHDRAWAL

Section 8.1  Withdrawal. SDG&E shall have the right to withdraw from and terminate
this DCA immediately and be under no obligation to pursue additional development activities if:
(a) any of the applications for the Required Regulatory Approvals is denied, or is approved with
conditions that are unacceptable to SDG&E or otherwise materially inconsistent with the Project
as described herein; (b) the receipt of any Required Regulatory Approval is delayed such that
SDG&E will not be able to reasonably complete construction activities until twelve months after
the Target COD; (c) FERC issues a final and binding order that would preclude SDG&E from
recovering, in SDG&E’s reasonable estimation, a return of and on any portion of its investment
in the Project; or (d) it is no longer reasonably feasible for SDG&E to continue development,
design, permitting, engineering, procurement and construction activities for the Project.

Section 8.2  Notice. SDG&E must provide notice to Citizens within thirty days of its
determination that it is withdrawing pursuant to this Article VIII (Withdrawal).
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Section 8.3  Reinstatement. If at any time within five years of the Effective Date,
SDG&E resumes development of the Project after it has withdrawn from the Project and
terminated this DCA under Section 8.1 (Withdrawal) (“Project Recommencement”), then such
termination shall no longer be effective and this DCA shall be automatically reinstated with
reasonable extensions to the dated terms of this DCA. The effect of such Project
Recommencement and reinstatement of this DCA is intended to provide Citizens with a renewed
opportunity to hold the Option to lease Transfer Capability in the Project in the manner provided
for in this DCA.

ARTICLE IX. EVENTS OF DEFAULT; REMEDIES

Section 9.1  Events of Default. The occurrence of any one of the following shall
constitute an “Event of Default”:

(a) A Party shall fail to make payments for amounts due under this
DCA within thirty days after notice that such payment is past due;

(b) A Party shall fail to comply with any other material provision of
this DCA, and any such failure shall continue uncured for thirty
days after notice thereof, provided that if such failure is not
capable of being cured within such period of thirty days with the
exercise of reasonable diligence, then such cure period shall be
extended for an additional reasonable period of time so long as the
defaulting Party is exercising commercially reasonable efforts to
cure such failure;

(©) Any representation made by a Party hereunder shall fail to be true
in any material respect at the time such representation is given and
such failure shall not be cured within thirty days after notice
thereof by a non-defaulting Party;

(d) Any of Citizens’ Transfer Capability in the Project shall fail to be:

(1) provided for the benefit of and made available to CAISO
Eligible Customers at rates, terms and conditions deemed
just and reasonable and not unduly discriminatory by FERC
pursuant to Section 205 of the Federal Power Act, or

(i1) in the Control Area and under the Operational Control of
the CAISO;

and any such failure shall continue uncured for ninety days after
notice thereof from SDG&E to Citizens.

Section 9.2 Limitation on Damages. No Party shall be liable under this DCA for
consequential, incidental, punitive, exemplary or indirect damages, lost profits or other business
interruption damages, by statute, in tort or contract, under any indemnity provision or otherwise.
The provisions of this Section 9.2 (Limitation on Damages) shall not be construed to relieve any
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insurer of its obligation to pay any insurance proceeds in accordance with the terms and
conditions of valid and enforceable insurance policies.

Section 9.3  Remedies. Subject to Article X (Dispute Resolution), if an Event of
Default occurs and is continuing, the non-defaulting Parties shall have the right to pursue all
remedies available at law or in equity, including without limitation, the right to institute an
action, suit or proceeding in equity for specific performance of the obligations under this DCA.

ARTICLE X. DISPUTE RESOLUTION

Section 10.1 Intent of the Parties. The sole procedure to resolve any claim arising out
of or relating to this DCA or any related agreement is the dispute resolution procedure set forth
in this Article X (Dispute Resolution); provided, however, that either Party may seek a
preliminary injunction or other provisional judicial remedy if such action is necessary to prevent
irreparable harm or preserve the status quo, in which case both Parties nonetheless will continue
to pursue resolution of the dispute by means of this procedure and nothing in this Section 10.1
shall restrict the rights of any party to file a complaint with the FERC under relevant provisions
of the Federal Power Act.

Section 10.2 Management Negotiations. The Parties will attempt in good faith to
resolve any controversy or claim arising out of or relating to this DCA or any related agreements
by prompt negotiations between each Party’s authorized representative. If the matter is not
resolved thereby, either Party’s authorized representative may request in writing that the matter
be referred to the designated senior officers of their respective companies that have corporate
authority to settle the dispute. Within five Business Days after such referral date (the “Referral
Date”), each Party shall provide one another Notice confirming the referral and identifying the
name and title of the senior officer who will represent such Party. Within five Business Days
after such Referral Date, the senior officers shall establish a mutually acceptable location and
date to meet which shall not be greater than thirty days after such Referral Date. After the initial
meeting date, the senior officers shall meet, as often as they reasonably deem necessary, to
exchange relevant information and to attempt to resolve the dispute. All communication and
writing exchanged between the Parties in connection with these negotiations shall be confidential
and shall not be used or referred to in any subsequent binding adjudicatory process between the
Parties. If the matter is not resolved within forty-five days of such Referral Date, or if either
Party refuses or does not meet within the thirty Business Day period specified above, either Party
may initiate arbitration of the controversy or claim by providing notice of a demand for binding
arbitration at any time thereafter.

Section 10.3  Arbitration. Any dispute that cannot be resolved by management
negotiations as set forth in Section 10.2 (Management Negotiations) above shall be resolved
through binding arbitration by a retired judge or justice from the American Arbitration
Association panel conducted in San Diego, California, administered by and in accordance with
American Arbitration Association Commercial Arbitration Rules.

(a) The Parties shall cooperate in good faith with one another in
selecting the arbitrator within sixty days after Notice of the
demand for arbitration. Absent mutual agreement on a different
method of selecting an arbitrator within fifteen days of a demand
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(b)

(©

(d)

for arbitration, the Parties shall request a list of potential arbitrators
having the minimum qualifications set forth in this Section 10.3
from the Commercial Roster of the American Arbitration
Association. Each Party shall then strike the potential arbitrators
unacceptable to it, and the Parties shall exchange lists of strikes
until either (i) they have selected a single eligible and available
arbitrator by mutual agreement, or (ii) they have selected a list of
not more than five arbitrators acceptable to each Party. In the
latter case, the Parties (if unable to agree on a single arbitrator)
shall provide the list of five arbitrators to American Arbitration
Association and request the American Arbitration Association to
select the arbitrator. Any arbitrator shall have no affiliation with,
financial or other interest in, or prior employment with either Party
and shall have a minimum of ten years experience in the field of
the dispute.

Each Party shall provide the documents in its possession, custody
or control which it believes to support its position in arbitration to
the other Party within thirty days of the demand, and shall
supplement its provision of such documents in a reasonable
manner as additional documents come to light. Each Party shall be
entitled to make not more than two requests for production of
documents prior to the commencement of the hearing. Depositions
shall be limited to a maximum of three per Party and shall be held
within thirty days of the making of a request. Additional
depositions may be scheduled only with the permission of the
arbitrator, and for good cause shown. Each deposition shall be
limited to a maximum of seven hours duration unless otherwise
permitted by the arbitrator for good cause shown. All objections
are reserved for the arbitration hearing except for objections based
on privilege and proprietary and confidential information. The
arbitrator shall also have discretion to order the Parties to exchange
relevant documents. The arbitrator shall also have discretion to
order the Parties to answer not more than twenty-five
interrogatories (including subparts), upon good cause shown.

The arbitrator’s award shall be made within nine months of the
filing of the notice of intention to arbitrate (demand) and the
arbitrator shall agree to comply with this schedule before accepting
appointment. However, this time limit may be extended for one
period of up to thirty days by agreement of the Parties or by the
arbitrator, if necessary.

The prevailing Party in this dispute resolution process is entitled to
recover its costs, including reasonable attorneys’ fees, as
determined by the arbitrator. Until such award is made, however,
the Parties shall share equally in paying the costs of the arbitration.
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(e) The arbitrator shall have the authority to grant dispositive motions
prior to the commencement of or following the completion of
discovery if the arbitrator concludes that there is no material issue
of fact pending before the arbitrator.

® The existence, content, and results of any arbitration hereunder
shall be confidential information subject to the provisions of
Section 12.3 (Confidentiality).

Section 10.4 Enforcement of Award. By execution and delivery of this DCA, each
Party hereby (a) accepts and consents to the use of binding arbitration pursuant to the American
Arbitration Association’s Commercial Arbitration Rules and other procedures described in this
Article X (Dispute Resolution), and, solely for purposes of the enforcement of an arbitral award
under this Section 10.4 (Enforcement of Award), to the jurisdiction of any court of competent
jurisdiction, for itself and in respect of its property, and (b) waives, solely for purposes of the
enforcement of an arbitral award under this Section 10.4 (Enforcement of Award), in respect of
both itself and its property, all defenses it may have as to or based on jurisdiction, improper
venue or forum non conveniens. Each Party hereby irrevocably consents to the service of
process or other papers by the use of any of the methods and to the addresses set out for the
giving of notices in Section 12.1 (Notices) hereof. Nothing herein shall affect the right of each
Party to serve such process or papers in any other manner permitted by law.

Section 10.5 Performance during Arbitration. While resolution of any dispute is
pending, each Party shall continue to perform its obligations hereunder (unless such Party is
otherwise entitled to suspend its performance hereunder or terminate this DCA in accordance
with the terms hereof), and no Party shall refer or attempt to refer the matter in dispute to a court
or other tribunal in any jurisdiction, except as provided in this Article X (Dispute Resolution).

ARTICLE XI. REPRESENTATIONS AND WARRANTIES
Section 11.1 SDG&E. SDG&E represents and warrants to the other Parties as follows:

Section 11.1.1 Organization and Existence. SDG&E is a duly organized and
validly existing corporation in good standing under the laws of the State of California and
is qualified to transact business in all jurisdictions where the ownership of its properties
or its operations require such qualification, except where the failure to so qualify would
not have a material adverse effect on its financial condition, its ability to own its
properties or transact its business, or to carry out the transactions and activities
contemplated hereby.

Section 11.1.2 Execution, Delivery and Enforceability. SDG&E has full
corporate power and authority to carry on its business as now conducted, enter into, and
to carry out its obligations under this DCA. The execution, delivery and performance by
SDG&E of this DCA, and the consummation of the transactions and activities
contemplated under this DCA, have been duly authorized by all necessary corporate
action required on the part of SDG&E. This DCA has been duly and validly executed
and delivered by SDG&E and constitutes the valid and legally binding obligations of
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SDG&E, enforceable against SDG&E in accordance with its terms, except as such
enforceability may be limited by bankruptcy, insolvency, reorganization, moratorium or
other similar laws of general application relating to or affecting the enforcement of
creditors’ rights and by general equitable principles.

Section 11.1.3 No Violation. Subject to the receipt of all Required SDG&E
Regulatory Approvals and the approvals from the CPUC and FERC described in Section
4.3 (Regulatory Approval for Exercise of Option), none of the execution and delivery of
this DCA, the compliance with any provision hereof, nor the consummation of the
transactions and activities contemplated hereby will: (1) violate or conflict with, or result
in a breach or default under, any provisions of the Articles of Incorporation or Bylaws of
SDG&E; (2) violate or conflict with, or result in a breach or default under, any applicable
law or regulation of any Governmental Authority.

Section 11.2  Citizens. Citizens represents and warrants to the other Parties as follows:

Section 11.2.1 Organization and Existence. Citizens is a duly organized and
validly existing corporation in good standing under the laws of the Commonwealth of
Massachusetts and is qualified to transact business in all jurisdictions where the
ownership of its properties or its operations require such qualification, except where the
failure to so qualify would not have a material adverse effect on its financial condition, its
ability to own its properties or transact its business, or to carry out the transactions and
activities contemplated hereby.

Section 11.2.2 Execution, Delivery and Enforceability. Citizens has full corporate
power and authority to carry out its obligations under this DCA. The execution, delivery
and performance by Citizens of this DCA, and the consummation of the transactions and
activities contemplated under this DCA, have been duly authorized by all necessary
corporate action required on the part of Citizens. This DCA has been duly and validly
executed and delivered by Citizens and constitutes the valid and legally binding
obligations of Citizens, enforceable against Citizens in accordance with its terms, except
as such enforceability may be limited by bankruptcy, insolvency, reorganization,
moratorium or other similar laws of general application relating to or affecting the
enforcement of creditors’ rights and by general equitable principles.

Section 11.2.3 No Violation. Subject to the receipt of all Required Citizens
Regulatory Approvals and the approvals from the CPUC and FERC described in Section
4.3 (Regulatory Approval for Exercise of Option), none of the execution and delivery of
this DCA, the compliance with any provision hereof, nor the consummation of the
transactions and activities contemplated hereby will: (1) violate or conflict with, or result
in a breach or default under, any provisions of the Articles of Incorporation or Bylaws of
Citizens; or (2) violate or conflict with, or result in a breach or default under, any
applicable law or regulation of any Governmental Authority.

Section 11.2.4 No Objection to Current Design. Citizens has reviewed SDG&E’s
CPCN Application, the Final EIR/EIS, and the CPCN Decision, and after due inquiry, it
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accepts the proposed schedule, plans, specifications, and design of the Project to the
extent described therein.

ARTICLE XII. MISCELLANEOUS

Section 12.1 Notices. Unless otherwise specified herein, all notices shall be in writing
and delivered by hand, overnight mail or facsimile (provided a copy is also sent by overnight
mail) to the applicable addresses below. Notice shall be effective on the next Business Day after
itis sent. A Party may change its address for notices by providing notice of the same in
accordance with this Section 12.1 (Notices).

If to SDG&E:

San Diego Gas & Electric

8330 Century Park Court

San Diego, CA 92123

Attention: Vice President — Sunrise Powerlink
Fax: 858-650-6106

With a copy to:

San Diego Gas & Electric

8330 Century Park Court

San Diego, CA 92123

Attention: Vice President and Associate General Counsel
Fax: 619-696-4582

If to Citizens:

Citizens Energy Corporation

88 Black Falcon Ave. Suite 342
Boston, MA 02210

Attention: Chief Operating Officer
Fax: 617-542-4487

With a copy to:

Duncan & Allen

1575 Eye Street, N.-W.

Washington, D.C., 20005

Attention: Counsel to Citizens Energy Corporation
Fax: 202-289-8450

Section 12.2  Assignment.

Section 12.2.1 General. Any time prior to COD, Citizens shall not assign this
DCA, or its rights or obligations hereunder, without the prior written consent of SDG&E which
may be granted or withheld in its sole discretion. At any time after COD with respect to Citizens
and at all times with respect to SDG&E, neither Party shall assign this DCA, or its rights or
obligations hereunder, without the prior written consent of the other Party, such consent not to be
unreasonably withheld or delayed; provided that, no such consent shall be required for (i) a
collateral assignment of, or creation of a security interest in, this DCA in connection with any
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financing or other financial arrangements, or (i1) an assignment in connection with the merger of
a Party with, or the acquisition of substantially all of the transmission assets of a Party by, an
entity with an equal or greater credit rating and with the legal authority and operational ability to
satisfy the obligations of the assigning Party. Any change of control of a Party (or of any parent
entity holding directly or indirectly at least fifty percent of the equity interest in such Party if
such interest constitutes more than thirty percent of the value of such parent entity) whether
voluntary or by operation of law shall be deemed an assignment hereunder. Any assignment in
violation of this Section 12.2 (Assignment) shall be null and void.

Section 12.2.2 Right of First Refusal. Except in connection with (i) a collateral
assignment under clause (i) of Section 12.2.1 above or (ii) any foreclosure sale or deed in lieu of
foreclosure in connection with the exercise of remedies under such collateral assignment,
SDG&E shall have the right of first refusal with respect to any proposed assignment by Citizens
of all or any portion of its interest in this DCA or the Project. In the event Citizens receives a
bona fide offer from an unaffiliated third party to purchase all or any portion of the interest of
Citizens in this DCA (or the Project) that Citizens desires to accept, Citizens shall provide
SDG&E with a copy of the bona fide third party purchase offer within five (5) Business Days
following such receipt. For a period of 90 days following SDG&E’s receipt of the bona fide
third party purchase offer, SDG&E shall have the right to purchase such interest as set forth in
the offer on the same terms and conditions set forth in such offer and to conduct due diligence
regarding the contemplated purchase. In the event that SDG&E elects to exercise its right,
SDG&E and Citizens shall close the purchase and sale of the interest in this DCA (and the
Project) upon the terms and conditions contained in the offer. In the event that SDG&E elects
not to exercise its right and subject to SDG&E’s prior written consent under Section 12.2.1
above, Citizens shall be free to sell such interest to the third party that made the offer on terms
and conditions no less favorable to Citizens than those contained in the offer. In the event that
such sale is not consummated within twelve (12) months following SDG&E’s failure to exercise
this right of first refusal, then SDG&E’s right of first refusal shall be revived with respect to such
sale. In the event that there is a material revision in any offer in favor of any prospective
purchaser, then SDG&E’s right of first refusal shall be revived so that SDG&E again has the
right of first refusal to purchase the interest in this DCA (and the Project) on the revised terms.

Section 12.3  Confidentiality. During the term of this DCA and for a period of three
years after the expiration or termination of this DCA, the Parties shall keep confidential any
confidential information relating to the Project obtained from the other Parties, and shall refrain
from using, publishing or revealing such confidential information without the prior written
consent of the Party whose confidential information the disclosing Party is seeking to disclose,
unless (a) compelled to disclose such document or information to a securities exchange or by
judicial, regulatory or administrative process or other provisions of law; (b) such document or
information is generally available to the public; (c) such document or information was available
to the disclosing Party on a non-confidential basis; (d) such document or information was
available to the disclosing Party on a non-confidential basis from a third-party, provided that the
disclosing Party does not know, and, by reasonable effort, could not know that such third-party is
prohibited from transmitting the document or information to the receiving Party by a contractual,
legal or fiduciary obligation; or (e) such document or information is necessary to support a rate
case or other regulatory filing with a Governmental Authority, provided that, the Party disclosing
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such document or information must make reasonable efforts to maintain confidentiality with
respect to any proprietary information.

Section 12.4 Public Relations. The Parties will cooperate in good faith with each other
and, to the extent reasonable, seek mutual approval with respect to any public announcements
regarding the Project.

Section 12.5 Governing Law. This DCA and the obligations hereunder shall be
governed by the Laws of the State of California, without regard to principles of conflicts of law.

Section 12.6 No Amendments or Modifications. This DCA shall not be amended,
modified, terminated, discharged or supplemented, nor any provision hereof waived, unless
mutually agreed to in writing by all of the Parties. If and to the extent that the CAISO
Agreements are amended or modified such that a Party or the Parties can no longer comply with
the terms of this DCA, the Parties shall negotiate in good faith to amend or modify this DCA to
effectuate the same intent and essential purpose of this DCA as of the Effective Date in light of
the CAISO Agreements amendment or modification.

Section 12.7 Delay and Waiver. Except as otherwise provided in this DCA, no delay or
omission to exercise any right, power or remedy accruing to the respective Parties hereto upon
any breach or default of any other Party under this DCA shall impair any such right, power or
remedy, nor shall it be construed to be a waiver of any such similar breach or default thereafter
occurring; nor shall any waiver of any single breach or default be deemed a waiver of any other
breach or default theretofore or thereafter occurring. Any waiver, permit, consent or approval of
any kind or character of any breach or default under this DCA, or any waiver of any provision or
condition of this DCA, must be in writing and shall be effective only to the extent specifically set
forth in such writing.

Section 12.8 Entirety. This DCA constitutes the entire agreement between the Parties
hereto. There are no prior or contemporaneous agreements or representations affecting the same
subject matter other than those herein expressed. Specifically, this DCA supersedes the MOA in
its entirety.

Section 12.9 Relationship of the Parties. Except as otherwise set forth herein, this DCA
shall not make any of the Parties partners or joint venturers one with the other, nor make any the
agent of the others. Except as otherwise explicitly set forth herein, no Party shall have any right,
power or authority to enter into any agreement or undertaking for, or act on behalf of, or to act as
or be an agent or representative of, or to otherwise bind, the other Party. Notwithstanding
anything to the contrary, no fiduciary duty or fiduciary relationship shall exist between the
Parties.

Section 12.10 Good Faith. In carrying out its obligations and duties under this DCA,
each Party shall have an implied obligation of good faith.

Section 12.11 Successors and Assigns. This DCA shall inure to the benefit of, and be
binding upon, the Parties hereto and their respective successors and permitted assigns.
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Section 12.12 Third Parties. This DCA is intended solely for the benefit of the Parties.
Nothing in this DCA shall be construed to create any duty or liability to, or standard of care with
reference to, any Person other than the Parties.

Section 12.13 Headings. The headings contained in this DCA are solely for the
convenience of the Parties and should not be used or relied upon in any manner in the
construction or interpretation of this DCA.

Section 12.14 Counterparts. This DCA may be executed in one or more counterparts,
each of which shall be deemed an original.

Section 12.15 Time is of the Essence. Each of the Parties acknowledges that timely
achievement of commercial operation of the Project is essential, and therefore time is of the
essence in performing all obligations set forth herein.

[Signature page follows]
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IN WITNESS WHEREQOF, the Parties have signed this Development and Coordination
Agreement as of the Effective Date.
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SCHEDULE 1.1

Project Diagram
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SCHEDULE 2.2

PRINCIPLE TERMS

A. ALLOCATION ASSUMING CLOSE OF OPTION

COST TRANSFER
ELEMENTS OF PROJECTS | RESPONSIBILITY OWNERSHIP CAPABILITY
Imperial Valley Substation 100% SDG&E* 100% SDG&E* 100% SDG&E/CAISO*
Border-East Line 50% Citizens** 100% SDG&E** | 50% Citizens/CAISO**
50% SDG&E** 50% SDG&E/CAISO**
Border-West Facilities 100% SDG&E 100% SDG&E 100% SDG&E/CAISO
* Subject to that certain California Transmission System Participation Agreement, dated May 1, 1983, as amended,

modified, or supplemented from time to time, between SDG&E and IID.

ok Assumes that Citizens closes on its Option and all of the Border-East Line is comprised of 500kV facilities.
The allocation of costs and Transfer Capability interests are subject to future modification as a result of SDG&E
funding upgrades, renewals and replacements to the Project as described herein. Citizens will fund its share of the costs
as prepaid rent for use of the Transfer Capability.

B. Other Material Terms of Transfer Capability Lease and Other Subsequent Agreements

As provided in the Recitals and Section 2.2 (Subsequent Agreements) of this DCA, to the
extent Citizens exercises and closes its Option, the Parties intend to enter into a Transfer
Capability Lease and other subsequent agreements to provide for the interconnection, operation
and maintenance of the Project:

1. Control Area. For the Useful Life of the Project, the Project shall remain in the
Control Area of the CAISO.

2. Operational Control Over Citizens Transfer Capability. Citizens shall assign to the
CAISO Operational Control of its Transfer Capability on the Project. Citizens shall obtain and
maintain status comparable to that of SDG&E in any regional transmission entity in which
SDG&E participates with status comparable to a PTO.

3. Citizens Rates.

3.1.  Regulation of Citizens’ Rates: Citizens shall file or cause to be filed with
FERC, a transmission service tariff for recovery of its costs associated with its Transfer
Capability in the Project. Citizens’ Transfer Capability on the Project shall be provided
for the benefit of and made available to CAISO Eligible Customers at rates, terms and
conditions deemed just and reasonable and not unduly discriminatory by FERC pursuant
to Section 205 of the Federal Power Act.

3.2.  Citizens’ Cost Recovery Methodology: Citizens shall seek from FERC a
cost recovery methodology that provides cost recovery to Citizens limited to the recovery
of the following transmission costs:
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3.2.1. Operating Costs: Citizens shall seek recovery of all reasonably
and prudently incurred costs for operation and maintenance on an annual
formulaic basis, including administrative and general activities (and any sales, use
or excise tax), directly attributable to Citizens’ Transfer Capability on the Project
as recorded in FERC accounts 560-573, and 920-935 under the FERC Uniform
System of Accounts.

3.2.2. Capital Requirements: Citizens shall seek recovery for all other
costs associated with its Transfer Capability on the Project at a fixed rate that is
no higher than the rate SDG&E could recover at the time of COD if SDG&E held
Citizens’ Transfer Capability. This rate is intended to cover all costs associated
with Citizens’ Transfer Capability (other than Operating Costs described above)
including prepaid rent and other costs of Transfer Capability, debt service,
capitalized interest, liquidity reserves, taxes (other than sales, use, or excise taxes
which are addressed in Section 3.2.1 above), charitable contributions, and any and
all other costs. For purposes of determining the rate SDG&E could recover at the
time of COD if SDG&E held Citizens’ Transfer Capability, the Parties agree to
use the model attached hereto as Exhibit 2.2A.

3.2.2.1. The model calculates a theoretical annual rate (for a
fifty-eight-year depreciable life) that SDG&E could recover at the time of
COD if SDG&E held Citizens’ Transfer Capability and then amortized
that rate over a thirty year period on a level basis each year based on fixed
and variable parameters set forth in the model to produce a theoretical
levelized annual amount (the “SDG&E Representative Rate”). The only
variable parameters that shall be entered into the model to determine the
SDG&E Representative Rate are: (1) five-day average Moody’s Aa 30-
year Utility Bond Index as set forth in the Bloomberg LLC system,
mnemonic MOODUAA, (2) the actual Costs of Transfer Capability
(defined below), and (3) the portion of the actual Costs of Transfer
Capability that is actual SDG&E AFUDC. The phrase “Costs of Transfer
Capability” shall mean 101% of the sum of the prepaid rent of Citizens’
Transfer Capability as determined in the DCA plus all reasonably incurred
project costs, development costs, regulatory costs, transactional costs,
sales costs, use or excise tax costs, and Financing Costs (defined below)
incurred by Citizens allocated to its Transfer Capability. The phrase
“Financing Costs” shall mean (a) with respect to any bridge financing that
Citizens may consummate prior to the term financing that Citizens will
consummate for the final acquisition of its Transfer Capability, all
reasonable and customary financing costs, including without limitation,
lenders’ fees, consultants’ fees (for Citizens and its lenders), lawyers’ fees
(for Citizens and its lenders), and interest associated with such bridge
financing, and (b) with respect to the term financing that Citizens will
consummate for the final acquisition of its Transfer Capability, all
reasonable and customary consultants’ fees (for Citizens and its lenders),
lawyers’ fees (for Citizens and its lenders), and capitalized interest
charged prior to commencement of rate recovery, and excluding any
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lenders’ fees and any amounts set aside for reserve accounts. For
purposes of clarity, the extra one percent is intended to account for, among
other costs, the ordinary and customary lenders’ fees that SDG&E would
have incurred if it held Citizens’ Transfer Capability.

3.2.2.2. The following parameters, among others, are
constants in the model and shall not be reset at any time in determining the
SDG&E Representative Rate: (1) SDG&E return on equity fixed at
11.35%, (2) SDG&E capital structure fixed at 50% equity and 50% debt,
(3) SDG&E property tax rate fixed at 1.246%, and (4) SDG&E composite
state and federal income tax rate fixed at 40.75%. For purposes of
explanation, the model also calculates the following parameters, among
others, in determining the SDG&E Representative Rate: (1) SDG&E
estimated debt rate for 30 years which is the five-day average Moody’s Aa
30-year Utility Bond Index less 38 basis points, (2) SDG&E weighted
average cost of capital which is the weighted average (based on the
SDG&E fixed capital structure) of the SDG&E return on equity and the
SDG&E estimated debt rate, and (3) SDG&E discount rate which is equal
to the SDG&E weighted average cost of capital. The example attached
hereto as Exhibit 2.2B sets forth the SDG&E Representative Rate for a
five-day average Moody’s Aa 30-year Utility Bond Index equal to 6.00%
and a Cost of Transfer Capability equal to $1,000,000.

3.2.2.3. At the time Citizens files an application seeking
FERC approval of its annual fixed rate methodology for recovery of the
costs described in this Section 3.2.2, Citizens shall demonstrate that its
proposed rate methodology results in an annual fixed rate that is no greater
than the SDG&E Representative Rate.

3.2.24. For purposes of determining whether Citizens has a
fixed rate that is no higher than the rate SDG&E could recover at the time
of COD if SDG&E held Citizens’ Transfer Capability in compliance with
this Section 3.2.2, the Parties shall compare the SDG&E Representative
Rate against Citizens’ FERC-approved annual fixed rate for recovery of
the costs described in this Section 3.2.2 at such time as Citizens
consummates the debt financing transaction for its Transfer Capability in
the Project and at such time as Citizens’ submits its compliance filing to
FERC showing its actual rates based on the FERC-approved annual fixed
rate methodology.

3.2.2.5. In the event Citizens is able to demonstrate a rate to
the FERC that is higher than the SDG&E Representative Rate, then
Citizens agrees to limit or cap its rate request before the FERC to be the
SDG&E Representative Rate.

3.3.  Waiver of Section 205/206 Rights: Except to the extent a change in law,
rule, or regulation results in any new taxes, income taxes, property taxes, fees or other
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charges being levied by a Governmental Authority, to the fullest extent permitted by
applicable law, Citizens, for itself and its successors and assigns, shall waive any rights it
can or may have, now or in the future, whether under Sections 205 and/or 206 of the
Federal Power Act or otherwise, to seek to obtain from FERC by any means, directly or
indirectly (through complaint, investigation or otherwise), and Citizens covenants and
agrees not at any time to seek to so obtain, an order from FERC changing the FERC-
approved fixed rate for recovery of the costs described in Section 3.2.2 above. For the
avoidance of doubt, to the extent a change in law, rule, or regulation results in any new
taxes, income taxes, property taxes, fees or other charges being levied by a Governmental
Authority, Citizens may seek approval for inclusion in its rates an allowance to recover
any such new taxes, income taxes, property taxes, fees or other charges. SDG&E shall
fully support, through timely intervention and active participation in any proceeding
relating to or affecting Citizens’ rates, Citizens’ recovery and implementation of rates
conforming to the provisions of this DCA in accordance with Section 205 of the Federal
Power Act and orders issued by FERC thereunder in order that Citizens may acquire,
finance, operate and maintain its leasehold interest in the Project. SDG&E acknowledges
that among other things, Citizens will seek recovery of and SDG&E will support Citizens
as a PTO seeking to recover from CAISO Eligible Customers in its transmission revenue
requirement for the Project (a) all prudently incurred pre-commercial operations costs in
current rates, (b) all costs of abandoned facilities, provided such abandonment is due to
factors beyond Citizens’ control, and (c) all capital requirements as described in Section
3.2.2 above. SDG&E’s support shall include providing FERC with assurances that all
costs sought to be recovered by Citizens through its rates that were originally incurred by
SDG&E were prudently incurred.

3.4. Credits. Citizens shall be required to credit to CAISO Eligible Customers
any revenues that are derived from, or associated with, Citizens’ lease of Transfer
Capability on the Project that are in addition to its cost-of-service recovery described
above.

3.5. SDG&E. If SDG&E is no longer part of a regional transmission entity
that has Operational Control over SDG&E’s transmission system during the term in
which Citizens leases Transfer Capability on the Project, SDG&E shall ensure that
Citizens can recover any and all of the costs specified above as if Citizens were still
recovering these costs under its FERC-filed and accepted transmission service tariff.
While SDG&E is part of a regional transmission entity that has Operational Control over
SDG&E’s transmission system, SDG&E shall not be responsible to guarantee or
financially support Citizens’ cost recovery.

4. Low Income Energy Programs: Among any other contributions Citizens may elect to
make, Citizens agrees that it shall make a contribution each year equal to 50% of Citizens’
profits attributable to assets located in Imperial County to programs assisting low income
families of Imperial County.

5. Operation, Maintenance, Upgrades, Interconnection.
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5.1.  Operation and Maintenance. The Parties agree that SDG&E shall be
responsible for operations and maintenance services for the Project. SDG&E shall
charge Citizens the actual costs incurred for the operations and maintenance associated
with Citizens’ proportionate share of the Project, plus applicable overheads, and shall
perform its services in accordance with all regulations and Good Utility Practice,
including CAISO standards.

5.2.  Future Increases in Transfer Capability. To the extent of their
proportionate share of Transfer Capability, SDG&E and Citizens will share pro rata any
increases in the Transfer Capability on the Project resulting from changes to the
configuration of adjoining systems or upgrades to adjoining systems, including the
systems of SDG&E and IID beyond the Project.

5.3.  Future Upgrades in Transfer Capability. SDG&E shall be solely entitled
to develop, design, engineer, procure, construct, commission, own, operate, maintain and
finance any upgrades to the Project after the Commercial Operation Date for purposes of
increasing the Transfer Capability of the Project. SDG&E shall be solely responsible to
pay the costs of such upgrades and will be entitled to all increases in Transfer Capability
resulting from such upgrades. For example, if the Border-East Line were rated at
1000MW and a $10 million upgrade to the Border-East Line would cause the rating to
increase by 200MW, and at the time of the upgrade, Citizens and SDG&E each hold a
50% share of the Transfer Capability on the Border-East Line, then SDG&E would be
responsible for funding the $10 million and Citizens would not have any funding
obligation for such upgrade. As a result of the upgrade, SDG&E’s proportionate share of
Transfer Capability on the Border-East Line would increase from 50% (500 MW) to
58.33% (700 MW), and Citizens proportionate share would be reduced from 50% (500
MW) to 41.67% (500 MW).

5.4.  Future Replacement and Renewal. To the extent that during the Useful
Life of the Project additional capital investment is needed for replacement or renewal of
facilities of the Project, SDG&E shall be responsible for all costs of such replacement or
renewal. As aresult, each Party’s proportionate share of Transfer Capability on that
portion of the Project will be modified to an amount equal to the quotient of (a) the sum
of (1) that Party’s then-current percentage share of Transfer Capability on that portion of
the Project multiplied by the former net book value of the relevant portion of the Project
(excluding all new funding of replacements or renewals from the former net book value)
plus (ii) that Party’s new funding of replacements or renewals as part of the new net book
value, divided by (b) the new net book value of the relevant portion of the Project
(including all new funding of replacements or renewals as part of the new net book
value). For the avoidance of doubt, Citizens rate recovery shall not be affected by any
reduction in its Transfer Capability associated with SDG&E’s funding of renewals and
replacements. For example, assume that the Border-East Line has a net book value of
$300 million prior to replacement or renewals and requires $10 million in replacement or
renewal (and thus would have a net book value of $310 million subsequent to such
replacement or renewal). If Citizens and SDG&E then hold a 50% interest in Transfer
Capability on the Border-East Line and Citizens does not provide any funding for such
replacement or renewal, while SDG&E provides this $10 million, then Citizens’
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proportionate share of Transfer Capability on the Border-East Line would be reduced
from 50% to 48.39%, and SDG&E’s proportionate share of Transfer Capability on the
Border-East Line would be increased from 50% to 51.61%. In the case where both (i)
replacements and renewals and (ii) upgrades occur to the same components of the
Project, the resulting Transfer Capability and cost allocation shall be determined as the
Parties may reasonably agree in the Transfer Capability Lease.

5.5.  Interconnection Facilities. Subject to the CAISO Tariff and rules
governing interconnection, as between SDG&E and Citizens, SDG&E will be the
interconnection agent for the Project. In particular, SDG&E will process all requests for
interconnection to the Project, SDG&E will develop, design, engineer, procure, construct,
commission, own, operate, maintain, and initially fund such interconnection facilities,
including all substations and switchyards connected to the Project, and SDG&E will
retain all ownership and Transfer Capability interests in such interconnection facilities.

6. Section 467 Rental Agreement. It is the intention of the Parties that (i) the Transfer Capacity
Lease constitute a “Section 467 rental agreement” within the meaning of Section 467(d)(1) of
the U.S. Internal Revenue Code and (ii) the prepaid rent accrue for U.S. tax purposes in
accordance with Section 467(b)(1) of the U.S. Internal Revenue Code, and the provisions of
this DCA and the Transfer Capacity Lease shall to the fullest extent feasible be construed
consistent with such intention. The Parties agree to attach a schedule to the Transfer
Capacity Lease developed based on the form attached hereto as Exhibit 2.2C allocating the
prepaid rent over the lease term and shall report the rent as accruing for tax purposes
quarterly in arrears according to the schedule. The Parties shall treat the prepayment to the
extent it exceeds the rent that has accrued as a loan by Citizens to SDG&E that bears interest
at a rate equal to 110% of the “applicable federal rate” as required by Section 467 of the U.S.
Internal Revenue Code.
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Exhibit 2.2A

Model for SDG&E Representative Rate

(See attached CD entitled “Exhibit 2.2A; Development and Coordination Agreement;
May 11, 2009 v.2” containing the model in XLS worksheet file)
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Model Inputs

The Moody's Aa Utility Bond Index
Cost of Transfer Capability
AFUDC

Calculation of Debt Cost as Input to Model

The Moody's Aa Utility Bond Index

Less: 38 basis points

Example of SDG&E Representative Rate

6.00%

1,000,000

100,000

6.00%

Exhibit 2.2B

0.38% remains fixed ''do not change"

Total Debt Cost per Model 5.62%
Calculation of WACC
Capital Ratio Cost WACC

Debt 50.00% 5.62% 2.81%

Preferred Equity 0.00% 0.00% 0.00% remains fixed '"do not change'

Common Equity 50.00% 11.35% 5.68% remains fixed '"do not change'

8.49%
1 2 3 4 5 6 7 8 9 10 11-30

Revenue Requirement Total Year-1 Year-2 Year-3 Year-4 Year-5 Year-6 Year-7 Year-8 Year-9 Year-10 Year-11-58
Depreciation Expense 1,000,000 17,241 17,241 17,241 17,241 17,241 17,241 17,241 17,241 17,241 17,241 827,586
Return on Common Equity 1,160,179 55,927 53,755 51,184 48,804 46,595 44,542 42,601 40,706 38,825 36,957 700,284
Return on Preferred Equity - - - - - - - - - - - -
Return on Debt 574,467 27,692 26,617 25,344 24,165 23,072 22,055 21,094 20,156 19,224 18,299 346,749
Federal Income Taxes 702,238 36,791 29,792 28,696 27,414 26,239 25,146 24,110 23,093 22,081 21,076 437,800
State Income Taxes 235,452 9,937 9,047 8,692 8,337 8,009 7,703 7,415 7,132 6,852 6,573 155,755
Property Taxes 265,754 12,112 11,575 11,078 10,616 10,186 9,784 9,396 9,008 8,620 8,232 165,147
Total Revenue Requirement 3,938,090 159,700 148,028 142,235.0 136,577.3 131,342.0 126,471.8 121,856.6 117,335.9 112,843.1 108,379.0 2,633,321.2
Net Present Value (58 yrs) 1,322,303 153,328 131,006 116,033 102,703 91,042 80,809 71,771 63,703 56,472 49,996 405,441.3
Levelized Annual Amount (30 yrs) $122,872

SDG&E Representative Rate

$122,872
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Exhibit 2.2C

Accrual of Prepaid Rent

Project: Sunrise

Lessor: SDG&E

Lessee: Citizens

Interest Rate: 0.97% 110% LT AFR 10/07

Rent Pre- Allocated Fraction * | Proportional IRC § 467 IRC § 467 IRC § 467 Net IRC § 467
Quarter Allocation Payment Rent (B/A) Rent Interest Rent Loan Balance Income (Loss)
$83,000,000 $83,000,000

1 $1,173,600 - $1,173,600 1.000000 $1,173,600 805,100 ($1,173,600) 82,631,500 ($368,500)
2 $1,173,600 - $1,173,600 1.000000 $1,173,600 801,526 ($1,173,600) 82,259,426 (372,074)
3 $1,173,600 - $1,173,600 1.000000 $1,173,600 797,916 ($1,173,600) 81,883,743 (375,683)
4 $1,173,600 - $1,173,600 1.000000 $1,173,600 794,272 ($1,173,600) 81,504,415 (379,328)
5 $1,173,600 - $1,173,600 1.000000 $1,173,600 790,593 ($1,173,600) 81,121,408 (383,007)
6 $1,173,600 - $1,173,600 1.000000 $1,173,600 786,878 ($1,173,600) 80,734,686 (386,722)
7 $1,173,600 - $1,173,600 1.000000 $1,173,600 783,126 ($1,173,600) 80,344,213 (390,473)
8 $1,173,600 - $1,173,600 1.000000 $1,173,600 779,339 ($1,173,600) 79,949,952 (394,261)
9 $1,173,600 - $1,173,600 1.000000 $1,173,600 775,515 ($1,173,600) 79,551,866 (398,085)
10 $1,173,600 - $1,173,600 1.000000 $1,173,600 771,653 ($1,173,600) 79,149,920 (401,947)
11 $1,173,600 - $1,173,600 1.000000 $1,173,600 767,754 ($1,173,600) 78,744,074 (405,846)
12 $1,173,600 - $1,173,600 1.000000 $1,173,600 763,818 ($1,173,600) 78,334,292 (409,782)
13 $1,173,600 - $1,173,600 1.000000 $1,173,600 759,843 ($1,173,600) 77,920,534 (413,757)
14 $1,173,600 - $1,173,600 1.000000 $1,173,600 755,829 ($1,173,600) 77,502,764 417,771)
15 $1,173,600 - $1,173,600 1.000000 $1,173,600 751,777 ($1,173,600) 77,080,941 (421,823)
16 $1,173,600 - $1,173,600 1.000000 $1,173,600 747,685 ($1,173,600) 76,655,026 (425,915)
17 $1,173,600 - $1,173,600 1.000000 $1,173,600 743,554 ($1,173,600) 76,224,980 (430,046)
18 $1,173,600 - $1,173,600 1.000000 $1,173,600 739,382 ($1,173,600) 75,790,763 (434,218)
19 $1,173,600 - $1,173,600 1.000000 $1,173,600 735,170 ($1,173,600) 75,352,333 (438,429)
20 $1,173,600 - $1,173,600 1.000000 $1,173,600 730,918 ($1,173,600) 74,909,651 (442,682)
21 $1,173,600 - $1,173,600 1.000000 $1,173,600 726,624 ($1,173,600) 74,462,675 (446,976)
22 $1,173,600 - $1,173,600 1.000000 $1,173,600 722,288 ($1,173,600) 74,011,363 (451,312)
23 $1,173,600 - $1,173,600 1.000000 $1,173,600 717,910 ($1,173,600) 73,555,673 (455,690)
24 $1,173,600 - $1,173,600 1.000000 $1,173,600 713,490 ($1,173,600) 73,095,563 (460,110)
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25 $1,173,600 - $1,173,600 1.000000 $1,173,600 709,027 ($1,173,600) 72,630,991 (464,573)
26 $1,173,600 - $1,173,600 1.000000 $1,173,600 704,521 ($1,173,600) 72,161,911 (469,079)
27 $1,173,600 - $1,173,600 1.000000 $1,173,600 699,971 ($1,173,600) 71,688,282 (473,629)
28 $1,173,600 - $1,173,600 1.000000 $1,173,600 695,376 ($1,173,600) 71,210,059 (478,223)
29 $1,173,600 - $1,173,600 1.000000 $1,173,600 690,738 ($1,173,600) 70,727,196 (482,862)
30 $1,173,600 - $1,173,600 1.000000 $1,173,600 686,054 ($1,173,600) 70,239,650 (487,546)
31 $1,173,600 - $1,173,600 1.000000 $1,173,600 681,325 ($1,173,600) 69,747,375 (492,275)
32 $1,173,600 - $1,173,600 1.000000 $1,173,600 676,550 ($1,173,600) 69,250,325 (497,050)
33 $1,173,600 - $1,173,600 1.000000 $1,173,600 671,728 ($1,173,600) 68,748,453 (501,872)
34 $1,173,600 - $1,173,600 1.000000 $1,173,600 666,860 ($1,173,600) 68,241,713 (506,740)
35 $1,173,600 - $1,173,600 1.000000 $1,173,600 661,945 ($1,173,600) 67,730,058 (511,655)
36 $1,173,600 - $1,173,600 1.000000 $1,173,600 656,982 ($1,173,600) 67,213,440 (516,618)
37 $1,173,600 - $1,173,600 1.000000 $1,173,600 651,970 ($1,173,600) 66,691,810 (521,629)
38 $1,173,600 - $1,173,600 1.000000 $1,173,600 646,911 ($1,173,600) 66,165,121 (526,689)
39 $1,173,600 - $1,173,600 1.000000 $1,173,600 641,802 ($1,173,600) 65,633,323 (531,798)
40 $1,173,600 - $1,173,600 1.000000 $1,173,600 636,643 ($1,173,600) 65,096,366 (536,957)
41 $1,173,600 - $1,173,600 1.000000 $1,173,600 631,435 ($1,173,600) 64,554,201 (542,165)
42 $1,173,600 - $1,173,600 1.000000 $1,173,600 626,176 ($1,173,600) 64,006,777 (547,424)
43 $1,173,600 - $1,173,600 1.000000 $1,173,600 620,866 ($1,173,600) 63,454,043 (552,734)
44 $1,173,600 - $1,173,600 1.000000 $1,173,600 615,504 ($1,173,600) 62,895,947 (558,096)
45 $1,173,600 - $1,173,600 1.000000 $1,173,600 610,091 ($1,173,600) 62,332,438 (563,509)
46 $1,173,600 - $1,173,600 1.000000 $1,173,600 604,625 ($1,173,600) 61,763,463 (568,975)
47 $1,173,600 - $1,173,600 1.000000 $1,173,600 599,106 ($1,173,600) 61,188,969 (574,494)
48 $1,173,600 - $1,173,600 1.000000 $1,173,600 593,533 ($1,173,600) 60,608,902 (580,067)
49 $1,173,600 - $1,173,600 1.000000 $1,173,600 587,906 ($1,173,600) 60,023,209 (585,693)
50 $1,173,600 - $1,173,600 1.000000 $1,173,600 582,225 ($1,173,600) 59,431,834 (591,375)
51 $1,173,600 - $1,173,600 1.000000 $1,173,600 576,489 ($1,173,600) 58,834,723 (597,111)
52 $1,173,600 - $1,173,600 1.000000 $1,173,600 570,697 ($1,173,600) 58,231,820 (602,903)
53 $1,173,600 - $1,173,600 1.000000 $1,173,600 564,849 ($1,173,600) 57,623,069 (608,751)
54 $1,173,600 - $1,173,600 1.000000 $1,173,600 558,944 ($1,173,600) 57,008,413 (614,656)
55 $1,173,600 - $1,173,600 1.000000 $1,173,600 552,982 ($1,173,600) 56,387,794 (620,618)
56 $1,173,600 - $1,173,600 1.000000 $1,173,600 546,962 ($1,173,600) 55,761,156 (626,638)
57 $1,173,600 - $1,173,600 1.000000 $1,173,600 540,883 ($1,173,600) 55,128,440 (632,717)
58 $1,173,600 - $1,173,600 1.000000 $1,173,600 534,746 ($1,173,600) 54,489,586 (638,854)
59 $1,173,600 - $1,173,600 1.000000 $1,173,600 528,549 ($1,173,600) 53,844,535 (645,051)
60 $1,173,600 - $1,173,600 1.000000 $1,173,600 522,292 ($1,173,600) 53,193,227 (651,308)
61 $1,173,600 - $1,173,600 1.000000 $1,173,600 515,974 ($1,173,600) 52,535,601 (657,626)
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62 $1,173,600 - $1,173,600 1.000000 $1,173,600 509,595 ($1,173,600) 51,871,597 (664,004)
63 $1,173,600 - $1,173,600 1.000000 $1,173,600 503,154 ($1,173,600) 51,201,152 (670,445)
64 $1,173,600 - $1,173,600 1.000000 $1,173,600 496,651 ($1,173,600) 50,524,203 (676,949)
65 $1,173,600 - $1,173,600 1.000000 $1,173,600 490,085 ($1,173,600) 49,840,688 (683,515)
66 $1,173,600 - $1,173,600 1.000000 $1,173,600 483,455 ($1,173,600) 49,150,543 (690,145)
67 $1,173,600 - $1,173,600 1.000000 $1,173,600 476,760 ($1,173,600) 48,453,703 (696,840)
68 $1,173,600 - $1,173,600 1.000000 $1,173,600 470,001 ($1,173,600) 47,750,104 (703,599)
69 $1,173,600 - $1,173,600 1.000000 $1,173,600 463,176 ($1,173,600) 47,039,680 (710,424)
70 $1,173,600 - $1,173,600 1.000000 $1,173,600 456,285 ($1,173,600) 46,322,366 (717,315)
71 $1,173,600 - $1,173,600 1.000000 $1,173,600 449,327 ($1,173,600) 45,598,093 (724,273)
72 $1,173,600 - $1,173,600 1.000000 $1,173,600 442,301 ($1,173,600) 44,866,794 (731,298)
73 $1,173,600 - $1,173,600 1.000000 $1,173,600 435,208 ($1,173,600) 44,128,402 (738,392)
74 $1,173,600 - $1,173,600 1.000000 $1,173,600 428,046 ($1,173,600) 43,382,848 (745,554)
75 $1,173,600 - $1,173,600 1.000000 $1,173,600 420,814 ($1,173,600) 42,630,062 (752,786)
76 $1,173,600 - $1,173,600 1.000000 $1,173,600 413,512 ($1,173,600) 41,869,974 (760,088)
77 $1,173,600 - $1,173,600 1.000000 $1,173,600 406,139 ($1,173,600) 41,102,513 (767,461)
78 $1,173,600 - $1,173,600 1.000000 $1,173,600 398,694 ($1,173,600) 40,327,607 (774,905)
79 $1,173,600 - $1,173,600 1.000000 $1,173,600 391,178 ($1,173,600) 39,545,185 (782,422)
80 $1,173,600 - $1,173,600 1.000000 $1,173,600 383,588 ($1,173,600) 38,755,174 (790,012)
81 $1,173,600 - $1,173,600 1.000000 $1,173,600 375,925 ($1,173,600) 37,957,499 (797,675)
82 $1,173,600 - $1,173,600 1.000000 $1,173,600 368,188 ($1,173,600) 37,152,087 (805,412)
83 $1,173,600 - $1,173,600 1.000000 $1,173,600 360,375 ($1,173,600) 36,338,862 (813,225)
84 $1,173,600 - $1,173,600 1.000000 $1,173,600 352,487 ($1,173,600) 35,517,749 (821,113)
85 $1,173,600 - $1,173,600 1.000000 $1,173,600 344,522 ($1,173,600) 34,688,672 (829,078)
86 $1,173,600 - $1,173,600 1.000000 $1,173,600 336,480 ($1,173,600) 33,851,552 (837,120)
87 $1,173,600 - $1,173,600 1.000000 $1,173,600 328,360 ($1,173,600) 33,006,312 (845,240)
88 $1,173,600 - $1,173,600 1.000000 $1,173,600 320,161 ($1,173,600) 32,152,874 (853,439)
89 $1,173,600 - $1,173,600 1.000000 $1,173,600 311,883 ($1,173,600) 31,291,157 (861,717)
90 $1,173,600 - $1,173,600 1.000000 $1,173,600 303,524 ($1,173,600) 30,421,081 (870,076)
91 $1,173,600 - $1,173,600 1.000000 $1,173,600 295,084 ($1,173,600) 29,542,566 (878,515)
92 $1,173,600 - $1,173,600 1.000000 $1,173,600 286,563 ($1,173,600) 28,655,529 (887,037)
93 $1,173,600 - $1,173,600 1.000000 $1,173,600 277,959 ($1,173,600) 27,759,888 (895,641)
94 $1,173,600 - $1,173,600 1.000000 $1,173,600 269,271 ($1,173,600) 26,855,559 (904,329)
95 $1,173,600 - $1,173,600 1.000000 $1,173,600 260,499 ($1,173,600) 25,942,458 (913,101)
96 $1,173,600 - $1,173,600 1.000000 $1,173,600 251,642 ($1,173,600) 25,020,500 (921,958)
97 $1,173,600 - $1,173,600 1.000000 $1,173,600 242,699 ($1,173,600) 24,089,599 (930,901)
98 $1,173,600 - $1,173,600 1.000000 $1,173,600 233,669 ($1,173,600) 23,149,668 (939,931)
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99 $1,173,600 - $1,173,600 1.000000 $1,173,600 224,552 ($1,173,600) 22,200,620 (949,048)
100 $1,173,600 - $1,173,600 1.000000 $1,173,600 215,346 ($1,173,600) 21,242,366 (958,254)
101 $1,173,600 - $1,173,600 1.000000 $1,173,600 206,051 ($1,173,600) 20,274,817 (967,549)
102 $1,173,600 - $1,173,600 1.000000 $1,173,600 196,666 ($1,173,600) 19,297,883 (976,934)
103 $1,173,600 - $1,173,600 1.000000 $1,173,600 187,189 ($1,173,600) 18,311,473 (986,410)
104 $1,173,600 - $1,173,600 1.000000 $1,173,600 177,621 ($1,173,600) 17,315,494 (995,979)
105 $1,173,600 - $1,173,600 1.000000 $1,173,600 167,960 ($1,173,600) 16,309,855 (1,005,640)
106 $1,173,600 - $1,173,600 1.000000 $1,173,600 158,206 ($1,173,600) 15,294,461 (1,015,394)
107 $1,173,600 - $1,173,600 1.000000 $1,173,600 148,356 ($1,173,600) 14,269,217 (1,025,244)
108 $1,173,600 - $1,173,600 1.000000 $1,173,600 138,411 ($1,173,600) 13,234,029 (1,035,188)
109 $1,173,600 - $1,173,600 1.000000 $1,173,600 128,370 ($1,173,600) 12,188,799 (1,045,230)
110 $1,173,600 - $1,173,600 1.000000 $1,173,600 118,231 ($1,173,600) 11,133,430 (1,055,368)
111 $1,173,600 - $1,173,600 1.000000 $1,173,600 107,994 ($1,173,600) 10,067,825 (1,065,606)
112 $1,173,600 - $1,173,600 1.000000 $1,173,600 97,658 ($1,173,600) 8,991,883 (1,075,942)
113 $1,173,600 - $1,173,600 1.000000 $1,173,600 87,221 ($1,173,600) 7,905,504 (1,086,379)
114 $1,173,600 - $1,173,600 1.000000 $1,173,600 76,683 ($1,173,600) 6,808,588 (1,096,916)
115 $1,173,600 - $1,173,600 1.000000 $1,173,600 66,043 ($1,173,600) 5,701,032 (1,107,557)
116 $1,173,600 - $1,173,600 1.000000 $1,173,600 55,300 ($1,173,600) 4,582,732 (1,118,300)
117 $1,173,600 - $1,173,600 1.000000 $1,173,600 44,452 ($1,173,600) 3,453,584 (1,129,147)
118 $1,173,600 - $1,173,600 1.000000 $1,173,600 33,500 ($1,173,600) 2,313,484 (1,140,100)
119 $1,173,600 - $1,173,600 1.000000 $1,173,600 22,441 ($1,173,600) 1,162,325 (1,151,159)
120 $1,173,600 - $1,173,600 1.000000 $1,173,600 11,275 ($1,173,600) 0) (1,162,325)
Totals $140,831,979  $83,000,000 $140,831,979 $140,831,979 57,831,979 ($140,831,979) ($83,000,000)
A B

Present Value $83,000,000  $83,000,000

See Fraction

Computation

Above *
Rent Allocation $1,173,600
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Entitleme

B-2
nts/Encumbrances Matrix

Appendix B-2 to Citizens Sunrise Transmission, LLC PTO Application, Dated August 12, 2011

A-Entitlements

Point of Receipt-Delivery

Parties

Direction

Contract Title

FERC No.

Contract Termination

Contract Amount

—_

Imperial Valley
Substation*

SDG&E and
Citizens
Sunrise
Transmission,
LLC

Bidirectional

Development and
Coordination Agreement
of May 9, 2009

NA

2042

NA

N

Suncrest
Substation/Sycamore
Canyon Substations*

SDG&E and
Citizens
Sunrise
Transmission,
LLC

Bidirectional

Development and
Coordination Agreement
of May 9, 2009

NA

2042

NA

* Citizens Sunrise Transmi

ssion's interest

extends eastwar

d from the Imperial Valley

Substation

only to the San Diego Cou

nty/Imperial County Border




B-2

Entitlements/Encumbrances Matrix

Appendix B-2 to Citizens Sunrise Transmission, LLC PTO Application, Dated August 12, 2011

B-Encumbrances

Transmission,
LLC

Encumbrances, Local
Furnishing

Contract | Contract
Point of Receipt-Delivery Parties Direction Contract Title FERC No. | Start Date | Termination| Contract Amount
Imperial Valley Substation* |SDG&E and  |Bidirectional | Transmission Control NA 2012 2042 NA
Citizens Agreement, SDG&E
Sunrise Appendix B, SDG&E'’s
Transmission, Encumbrances, Local
1 LLC Furnishing
Suncrest SDG&E and  Bidirectional | Transmission Control NA 2012 2042 NA
Substation/Sycamore Citizens Agreement, SDG&E
Canyon Substations*® Sunrise Appendix B, SDG&E’s

* Citizens Sunrise Transmis

sion's interest extends eastward

from the Imperial Valley Substation

only to the San Diego County/Imperial Coun

ty Border
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August 9, 2011

Citizens Sunrise Transmission LL.C

Transmission Owner Tariff
(Proposed)

[DATE]
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1.

Preamble. The Participating TO’s revenue requirements and applicable rates and
charges for transmission access over the ISO Controlled Grid and the terms and
conditions for transmission expansion and interconnection are set forth in this TO Tariff
and the ISO Tariff. For purposes of this TO Tariff and the ISO Tariff, Citizens Sunrise
Transmission is a Non-Load-Serving Participating TO and has no End-Use Customers.

1.1 Transmission Access for Participating TOs. Participating TOs are able to
participate in the ISO and utilize the entire ISO Controlled Grid to serve their
End-Use Customers. The applicable High Voltage Access Charges and
Transition Charges shall be paid by Participating TOs to the ISO pursuant to the
ISO Tariff. If a Participating TO utilizes the Low Voltage Transmission
Facilities of another Participating TO, the Participating TO shall also pay the
Low Voltage Access Charge of the other Participating TO.

1.2 Transmission Access for Wheeling Customers. Wheeling allows Scheduling
Coordinators to deliver Energy through or out of the ISO Controlled Grid to
serve a load located outside the transmission or Distribution System of a
Participating TO. Wheeling Access Charges shall be paid by Scheduling
Coordinators to the ISO pursuant to the ISO Tariff.

1.3 Transmission Access for End-Users. End-Users receive transmission service
over the ISO Controlled Grid through the Participating TO to whose
transmission or distribution facilities the End-User is directly connected.
Charges to End-Users for access to the ISO Controlled Grid shall be paid to the
applicable Participating TO to whose transmission or distribution facilities the
End-User is directly connected.

Effective Date. This TO Tariff is effective on the date on which the Project is placed
into service under the Operational Control of the ISO and shall continue to be effective,
as amended from time to time, so long as Citizens Sunrise Transmission is a party to the
Transmission Control Agreement.

2.1 Termination. This TO Tariff may be terminated by Citizens Sunrise
Transmission upon such advance notice and with such authorization as FERC
may require.

TO Definitions. Certain capitalized terms used in this TO Tariff shall have the meanings
set out below unless otherwise stated or the context otherwise requires. Capitalized terms
used in this TO Tariff and not defined below shall have the meanings set out in the ISO
Tariff as it may be amended from time to time.

3.1 Access Charge. A charge paid by all UDCs, MSSs, and, in certain cases,

Scheduling Coordinators delivering Energy to Gross Load, as set forth in
Section 26.1 of the ISO Tariff. The Access Charge includes the High Voltage
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3.2

3.3

34

3.5

3.6

3.7

3.8

3.9

3.10

Access Charge, the Transition Charge, and the Low Voltage Access Charge, as
applicable.

AGC. Generation equipment that automatically responds to signals from the
ISO’s EMS control in real time to control the power output of electric
generators within a prescribed area in response to a change in system frequency,
tieline loading, or the relation of these to each other, so as to maintain the target
system frequency and/or the established interchange with other areas within the
predetermined limits.

Ancillary Services. Regulation, Spinning Reserve, Non-Spinning Reserve,
Voltage Support and Black Start together with such other interconnected
operation services as the ISO may develop in cooperation with Market
Participants to support the transmission of Energy from generation resources to
Loads while maintaining reliable operation of the ISO Controlled Grid in
accordance with Good Ultility Practice.

Applicable Reliability Criteria. The Reliability Standards and reliability
criteria established by NERC and WECC, and Local Reliability Criteria, as
amended from time to time, including any requirement of the Nuclear
Regulatory Commission.

Available Transfer Capacity. The available capacity of a given transmission
path, in MW after allocation of rights associated with Existing Contracts and
Transmission Ownership Rights, to that path’s Operating Transfer Capability
established consistent with ISO and WECC transmission capacity rating
guidelines, as further described in Appendix L to the ISO Tariff.

Base Transmission Revenue Requirement. The Transmission Revenue
Requirement which does not reflect amounts for the TRBAA.

Black Start. The procedure by which a Generating Unit self-starts without an
external source of electricity, thereby restoring power to the ISO Controlled
Grid following system or local area blackouts.

Business Day. Monday through Friday, excluding federal holidays and the day
after Thanksgiving Day.

Citizens Sunrise Transmission LLC (*‘Citizens Sunrise Transmission’).
The Massachusetts limited liability company that is the Participating TO under
this TO Tariff.

Completed Application Date. The date on which a party submits an

Interconnection Application that satisfies the requirements of a Completed
Interconnection Application.
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3.11

3.12

3.13

3.14

3.15

3.16

3.17

3.18

3.19

Completed Interconnection Application. An Interconnection Application that
satisfies all of the information and other requirements of Section 10.3 of this TO
Tariff and, if applicable, the information requirements as specified by the ISO
and posted on the ISO Home Page.

Congestion. A characteristic of the transmission system produced by a binding
Constraint to the optimum economic dispatch to meet Demand such that the
LMP, exclusive of Marginal Cost of Losses, at different Locations of the
transmission system is not equal.

Congestion Management. The alleviation of Congestion in accordance with
applicable ISO Protocols and Good Utility Practice.

Converted Rights. Those transmission service rights determined in accordance
with Section 4.3.1.6 of the ISO Tariff.

CPUC. The California Public Utilities Commission or its successor.

Demand. The rates at which Energy is delivered to Load and Scheduling Points
by Generation, transmission or distribution facilities. It is the product of voltage
and the in-phase component of alternating current measured in units of watts or
standard multiples therefore, e.g. 1000 W = 1 kW, 1000 kW= 1 MW, etc.

Direct Assignment Facilities. Facilities or portions of facilities that are owned
by the Participating TO necessary to physically and electrically interconnect a
particular party requesting interconnection under this TO Tariff to the ISO
Controlled Grid at the point of interconnection. Direct Assignment Facilities
shall be specified in the Interconnection Agreement that governs
Interconnection service to such party and shall be subject to FERC approval.

Dispatch. The operating control of an integrated electric system to: i) assign
specific Generation Units and other sources of supply to effect the supply to
meet the relevant area Demand taken as Load rises or falls; ii) control
operations and maintenance of high voltage lines, substations, and equipment,
including administration of safety procedures; iii) operate Interconnections; iv)
manage Energy transactions with other interconnected Control Areas; and v)
curtail Demand.

Distribution System. The distribution assets of a TO, UDC, or MSS.

Eligible Customer. (i) Any utility (including any Participating TO, Market
Participant or power marketer), Federal power marketing agency, or any person
generating Energy for sale or resale; Energy sold or produced by such entity
may be Energy produced in the United States, Canada or Mexico; however,
such entity is not eligible for transmission service that would be prohibited by
FPA Section 212(h)(2); and (ii) any retail customer taking unbundled
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3.21

3.22

3.23

3.24

3.25

3.26

3.27

3.28

transmission service pursuant to a state retail access program or pursuant to a
voluntary offer of unbundled retail transmissions service by the Participating
TO.

Encumbrance. A legal restriction or covenant binding on the Participating TO
that affects the operation of any transmission lines or associated facilities and
which the ISO needs to take into account in exercising Operational Control over
such transmission lines or associated facilities if the Participating TO is not to
risk incurring significant liability. Encumbrances shall include Existing
Contracts and may include: (1) other local restrictions or covenants meeting the
definition of Encumbrance and arising under other arrangements entered into
before the ISO Operations Date, if any; and (2) legal restrictions or covenants
meeting the definition of Encumbrance and arising under a contract or other
arrangement entered into after the ISO Operations Date.

End-Use Customer or End-User. A purchaser of electric power that purchases
such power to satisfy a Load directly connected to the ISO Controlled Grid or to
a Distribution System and who does not resell the power.

Energy. The electrical energy produced, flowing, or supplied by Generation,
transmission, or distribution facilities, being the integral with respect to time of
the instantaneous power, measured in units of watt-hours or standard multiples
thereof. E.g. 1000 Wh =1 kW, 1000 kWh = 1 MWh, etc.

Entitlement. The right of a Participating TO obtained through contract or other
means to use another entity’s transmission facilities for the transmission of
Energy.

Existing Contracts. Those transmission service agreements or other contracts
which grant transmission service rights in existence on the ISO Operations Date
(including any contracts entered into pursuant to such contracts) as may be
amended in accordance with their terms or by agreement between the parties
thereto from time to time.

Existing Rights. Those transmission service rights defined in Section 16.1 of
the ISO Tariff.

Expedited Interconnection Agreement. A contract between a party which has
submitted a Request for Expedited Interconnection Procedures and the
Participating TO under which the Participating TO agrees to process, on an
expedited basis, the Completed Interconnection Application of such party and
which sets forth the terms, conditions, and cost responsibilities for such
Interconnection.

Facilities Study Agreement. An agreement between a Participating TO and
either a party requesting Interconnection to the ISO Controlled Grid, Market
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3.29

3.30

3.31

3.32

3.33

3.34

3.35

Participants, Project Sponsor, or identified principal beneficiaries pursuant to
which the party requesting such Interconnection, Market Participant, Project
Sponsor or identified principal beneficiaries agrees to reimburse the
Participating TO for the cost of performing or reviewing a Facilities Study.

Facility or Facilities Study. An engineering study conducted to determine
required modifications to the Participating TO’s transmission system, including
the estimated cost and scheduled completion date for such modifications, that
will be required to provide needed services.

FERC. The Federal Energy Regulatory Commission, or its successor.

FPA. The Federal Power Act, 16 U.S.C.§ 791a et seq., as it may be amended
from time to time.

Generating Unit. An individual electric generator and its associated plant and
apparatus whose electrical output is capable of being separately identified and
metered or a Physical Scheduling Plant, that, in either case, is: (a) located within
the ISO Control Area; (b) connected to the ISO Controlled Grid, either directly
or via interconnected transmission or distribution facilities; and (c¢) that is
capable of producing and delivering net Energy (Energy in excess of a
generation stations’ internal power requirements).

Generation. Energy delivered from a Generating Unit.

Good Utility Practice. Any of the practices, methods, and acts engaged in or
approved by a significant portion of the electric utility industry during the
relevant time period, or any of the practices, methods, and acts which, in the
exercise of reasonable judgment in light of the facts known at the time the
decision was made, could have been expected to accomplish the desired result at
a reasonable cost consistent with good business practices, reliability, safety, and
expedition.

Gross Load. For purposes of calculating the transmission Access Charge, Gross
Load is all Energy (adjusted for distribution losses) delivered for the supply of
End-Use Customer Loads directly connected to the transmission facilities or
directly connected to the Distribution System of a Utility Distribution Company
or MSS Operator located in a PTO Service Territory. Gross Load shall exclude
(1) Load with respect to which the Wheeling Access Charge is payable, (2) Lo
ad that is exempt from the Access Charge pursuant to Section 4.1, Appendix |
of the ISO Tariff, and the portion of the load of an individual retail customer of
a Utility Distribution Company, Small Utility Distribution Company or MSS
Operator that is served by a Generating Unit that: (a) is located on the
customer’s site or provides service to the customer’s site through over-the-fence
arrangements as authorized by Section 218 of the California Public Utilities
Code; (b) is a qualifying small power production facility or qualifying
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3.36

3.37

3.38

3.39

3.40

3.41

3.42

3.43

3.44

cogeneration facility, as those terms are defined in the FERC’s regulations
implementing Section 201 of the Public Utility Regulatory Policies Act of 1978;
and (c) secures Standby Service from the Participating TO under terms
approved by a Local Regulatory Authority or FERC, as applicable, or can be
curtailed concurrently with an Outage of the Generating Unit serving the Load.
Gross Load forecasts consistent with filed Transmission Revenue Requirements
will be provided by each Participating TO to the ISO.

High Voltage Access Charge. A component of the Access Charge determined
by the ISO under Section 26.1 of the ISO Tariff.

High Voltage Transmission Facility. A transmission facility under the
Operational Control of the ISO that is owned by the Participating TO or to
which the Participating TO has an Entitlement that may be associated with a
Converted Right, which operates at a voltage at or above 200 kilovolts, and
supporting facilities, and the costs of which are not directly assigned to one or
more specific customers.

High Voltage Transmission Revenue Requirement. The portion of the
Participating TO’s TRR associated with and allocable to the Participating TO’s
High Voltage Transmission Facilities and Rights associated with High Voltage
Transmission Facilities.

High Voltage Utility-Specific Rate. The Participating TO’s High Voltage
Transmission Revenue Requirement divided by the Participating TO’s forecast
of its Gross Load.

High Voltage Wheeling Access Charge. The Wheeling Access Charge
assessed by the ISO associated with the recovery of the Participating TO’s High
Voltage Transmission Revenue Requirement in accordance with Section 26.1 of
the ISO Tariff.

Independent System Operator (‘“ISO”). The California Independent System
Operator Corporation, a state chartered, nonprofit corporation that controls the
transmission facilities of all Participating TOs and dispatches certain Generating
Units and Loads.

ISO ADR Procedures. The procedures for resolution of disputes or differences
set out in Section 13 of the ISO Tariff, as amended from time to time.

ISO Controlled Grid. The system of transmission lines and associated
facilities of the Participating TOs that have been placed under the ISO’s

Operational Control.

ISO Protocols. The rules, protocols, procedures and standards promulgated by
the ISO (as amended from time to time) to be complied with by the ISO
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3.45

3.46

3.47

3.48

3.49

3.50

3.51

3.52

Scheduling Coordinators, Participating TOs and all other Market Participants in
relation to the operation of the ISO Controlled Grid and the participation in the
markets for Energy and Ancillary Services in accordance with the ISO Tariff.

ISO Tariff. The California Independent System Operator Agreement and
Tariff, dated March 31, 1997, as it may be modified from time to time.

Interconnection. Transmission facilities, other than additions or replacements
to existing facilities that: (1) connect one system to another system where the
facilities emerge from one and only one substation of the two systems and are
functionally separate from the ISO Controlled Grid facilities such that the
facilities are, or can be, operated and planned as a single facility; (ii) are
identified as retail transmission lines pursuant to contract; or (iii) produce
Generation at a single point on the ISO Controlled Grid; provided that such
interconnection does not include facilities that, if not owned by the Participating
TO, would result in a reduction in the ISO’s Operational Control of the
Participating TO’s portion of the ISO Controlled Grid.

Interconnection Agreement. A contract between a party requesting
Interconnection and the Participating TO that owns the transmission facility
with which the requesting party wishes to interconnect.

Interconnection Application. An application that requests Interconnection to
the ISO Controlled Grid.

Interest. Interest shall be calculated in accordance with the methodology
specified for interest on refunds in the regulations of FERC at 18 C.F.R.§
35.19(a)(2)(1i1)(2011). Interest on delinquent amounts shall be calculated from
the due date of the bill to the date of payment. When payments are made by
mail, bills shall be considered as having been paid on the date of receipt.

Load. An end-use device of an End-Use Customer that consumes power. Load
should not be confused with Demand, which is the measure of power that a
Load receives or requires.

Local Publicly Owned Electric Utility. A municipality or municipal
corporation operating as a public utility furnishing electric service, a municipal
district furnishing electric services, or a joint powers authority that includes one
or more of these agencies and that owns Generation or transmission facilities, or
furnishes electric services over its own or its members’ electric Distribution
System.

Local Regulatory Authority. The state or local governmental authority
responsible for the regulation or oversight of a utility.
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3.53

3.54

3.55

3.56

3.57

3.58

3.59

3.60

3.61

Local Reliability Criteria. Reliability criteria established by the ISO, unique to
the transmission systems of each of the Participating TOs, as they may be
updated from time to time.

Low Voltage Access Charge. The Access Charge applicable under Section
26.1 of the ISO Tariff to recover the Low Voltage Transmission Revenue
Requirement of the Participating TO.

Low Voltage Transmission Revenue Requirement. The portion of the
Participating TO’s TRR associated with and allocable to the Participating TO’s
Low Voltage Transmission Facilities and Converted Rights associated with Low
Voltage Transmission Facilities.

Low Voltage Wheeling Access Charge. The Wheeling Access Charge
associated with the recovery of the Participating TO’s Low Voltage
Transmission Revenue Requirement in accordance with Section 26.1 of the 1SO
Tariff.

Market Participant. An entity, including a Scheduling Coordinator, who
participates in the Energy marketplace through the buying, selling, transmission,
or distribution of Energy or Ancillary Services into, out of, or through the ISO
Controlled Grid.

Metered Subsystem (“MSS”’). A geographically contiguous system, located
within a single zone which has been operating as an electric utility for a number
of years prior to the ISO Operations Date as a municipal utility, water district,
irrigation district, state agency or federal power marketing authority subsumed
within the ISO Balancing Authority Area and encompassed by ISO certified
revenue quality meters at each interface point with the ISO Controlled Grid and
ISO-certified revenue quality meters on all Generating Units or, if aggregated,
each individual resource and Participating Load internal to the system, which is
operated in accordance with a MSS agreement described in Section 4.9.1 of the
ISO Tariff.

NERC. The North American Electric Reliability Corporation or its successor.

New High Voltage Transmission Facility. A High Voltage Transmission
Facility of the Participating TO that enters service on or after the Transition
Date described in Section 4 of Appendix F, Schedule 3 of the ISO Tariff, or a
capital addition made on or after the Transition Date described in Section 4.1. of
Appendix F, Schedule 3 of the ISO Tariff to a High Voltage Transmission
Facility that existed prior to the Transition Date.

New Participating TO. A Participating TO that is not an Original Participating
TO.
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3.62

3.63

3.64

3.65

3.66

3.67

3.68

3.69

Non-Load-Serving Participating TO. A Participating TO that does not serve
Load.

Non-Participating TO. A TO that is not a party to the TCA or, for the purpose
of Section 16.1 of the ISO Tariff, the holder of transmission service rights under
an Existing Contract that is not a Participating TO.

Non-Spinning Reserve. The portion of off-line generating capacity that is
capable of being synchronized and ramping to a specified load in ten minutes
(or load that is capable of being interrupted in ten minutes) and that is capable
of running (or being interrupted) for at least two hours.

Operational Control. The rights of the ISO under the Transmission Control
Agreement and the ISO Tariff to direct Participating TOs how to operate their
transmission lines and facilities and other electric plant affecting the reliability
of those lines and facilities for the purpose of affording comparable
nondiscriminatory transmission access and meeting Applicable Reliability
Criteria.

Original Participating TO. A Participating TO that was a Participating TO as

of January 1, 2000. The Original Participating TOs are Pacific Gas and Electric
Company, Southern California Edison Company, and San Diego Gas & Electric
Company.

Participating TO (“PTO”). A party to the TCA whose application under
Section 2.2 of the TCA has been accepted and who has placed its transmission
assets and/or Entitlements under the ISO’s Operational Control in accordance
with the TCA. A PTO may be an Original Participating TO or a New
Participating TO. For the purposes of this Tariff, the Participating TO is
Citizens Sunrise Transmission.

Participation Agreement. An agreement between a Participating TO and a
Project Sponsor that specifies the terms and conditions under which the
Participating TO will construct a transmission addition or upgrade on behalf of
the Project Sponsor.

Physical Scheduling Plant. A group of two or more related Generating Units
each of which is individually capable of producing Energy, but which either by
physical necessity or operational design must be operated as if they were a
single Generating Unit and any Generating Unit or Units containing related
multiple generating components which meet one or more of the following
criteria: (i) multiple generating components are related by a common flow of
fuel which cannot be interrupted without substantial loss of efficiency of the
combined output of all components; (ii) the Energy production from one
component necessarily causes Energy production from other components; (iii)
the operational arrangement of related multiple generating components
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3.71

3.72

3.73

3.74

determines the overall physical efficiency of the combined output of all
components; (iv) the level of coordination required to schedule individual
generating components would cause the ISO to incur scheduling costs far in
excess of the benefits of having scheduled such individual components
separately; or (v) metered output is available only for the combined output of
related multiple generation components and separate generating component
metering is either impractical or economically inefficient.

Project. Citizens 50% interest in the segment of San Diego Gas & Electric
Company’s 500 kV Sunrise Powerlink Project transmission line located in
Imperial County, California between the Imperial Valley Substation and the
border between San Diego County and Imperial County (“Border-East Line”) as
that interest is defined in the Development Coordination Agreement dated as of
March 11, 2009 and the Transfer Capability Lease dated as of [Date] attached
hereto as Appendices I and II, respectively. For avoidance of doubt, the Border-
East Line includes only the 500 kV transmission line and not any transmission
facilities that may operate at a lower voltage, or any substation facilities.

Project Proponent. A Market Participant or group of Market Participants that
(i) advocates a transmission addition or upgrade; (ii) is unwilling to pay the full
cost of the proposed transmission addition or upgrade, and thus is not a Project
Sponsor; and (iii) initiates proceedings under the ISO &DR Procedures to
determine the need for the proposed transmission addition or upgrade.

Project Sponsor. A Market Participant or group of Market Participants or a
Participating TO that proposes the construction of a transmission addition or
upgrade in accordance with Section 24 of the ISO Tariff.

Regional Transmission Group (“RTG”). A voluntary organization approved
by FERC and composed of transmission owners, transmission users, and other
entities, organized to efficiently coordinate the planning, expansion, and use of
transmission on a regional and inter-regional basis.

Regulation. The service provided either by Generating Units certified by the
ISO as equipped and capable of responding to the ISO’s direct digital control
(AGC) signals, or by System Resources that have been certified by the ISO as
capable of delivering such service to the ISO Balancing Authority Area, in an
upward and downward direction to match, on a Real Time basis, Demand and
resources, consistent with established NERC and WSCC reliability standards,
including any requirements of the Nuclear Regulatory Commission. Regulation
is used to control the Power output of electric generators within a prescribed
area in response to a change in system frequency, tieline loading, or the relation
of these to each other so as to maintain the target system frequency and/or the
established interchange with other Balancing Authority Areas within the
predetermined Regulation Limits. Regulation includes both the increase of
output by a Generating unit or System Resource (Regulation Up) and the
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3.76

3.77

3.78

3.79

3.80

3.81

3.82

decrease in output by a Generating unit or System Resource (Regulation Down).
Regulation Up and Regulation Down are distinct capacity products, with
separately stated requirements and ASMPs in each Settlement Period.

Regulatory Authority. In the case of Citizens Sunrise Transmission, the
FERC.

Reliability Criteria. Pre-established criteria that are to be followed in order to
maintain desired performance of the ISO Controlled Grid under contingency or
steady state conditions.

Reliability Upgrade. The transmission facilities other than Direct Assignment
Facilities beyond the first point of Interconnection necessary to interconnect a
New Facility or wholesale Load safely and reliably to the ISO Controlled Grid,
which would not have been necessary but for the Interconnection of a New
Facility or wholesale Load, including network upgrades necessary to remedy
short circuit or stability problems resulting from the Interconnection of the new
Facility or wholesale Load to the ISO Controlled Grid. Reliability Upgrades
also include, consistent with WSCC practice, the facilities necessary to mitigate
any adverse impact a New Facility’s or wholesale Load’s Interconnection may
have on a path’s WSCC path rating. Reliability Upgrades shall be specified in
the Interconnection Agreement that governs Interconnection service and shall be
subject to FERC approval.

Requests for Expedited Interconnection Procedures. A written request by
which an applicant for Interconnection can request expedited processing of its
Interconnection Application.

Scheduling Coordinator. An entity certified by the ISO for the purpose of
undertaking the functions specified in Section 4.5 of the ISO Tariff.

Scheduling Point. A location at which the ISO Controlled Grid or a
transmission facility owned by a Transmission Ownership Right holder is
connected, by a group of transmission paths for which a physical, non-
simultaneous transmission capacity rating has been established for Congestion
Management, to transmission facilities that are outside the ISO’s Operational
Control.

Spinning Reserve. The portion of unloaded synchronized generating capacity,
that is immediately responsive to system frequency and that is capable of being
loaded in ten minutes, and that is capable of running for at least two hours.

System Impact Study. An engineering study conducted to determine whether a

request for Interconnection to the ISO Controlled Grid would require new
transmission additions, upgrades, or other mitigation measures.
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3.89

3.90

3.91

System Impact Study Agreement. An agreement between a Participating TO
and an entity that has requested Interconnection to the Participating TO’s
transmission system pursuant to which the entity requesting Interconnection
agrees to reimburse the Participating TO for the cost of performing or reviewing
a System Impact Study.

TO Tariff. This Transmission Owner Tariff, as it may be amended or
superseded.

Transition Charge. A component of the Access Charge determined by the ISO
and assessed by the Participating TO along with the High Voltage Access
Charge in accordance with Section 5.7 of Appendix F, Schedule 3 of the ISO
Tariff.

Transmission Control Agreement (“TCA”). The agreement between the ISO
and Participating TOs establishing the terms and conditions under which TOs
will become Participating TOs and how the ISO and each Participating TO will
discharge its respective duties and responsibilities, as may be modified from
time to time.

Transmission Owner (‘“TO”). An entity owning transmission facilities or
having firm contractual rights to use transmission facilities.

Transmission Revenue Balancing Account Adjustment (“TRBAA”). A
mechanism established by the Participating TO which will ensure that all
Transmission Revenue Credits and other credits specified in Section 6 and 8 of
Appendix F, Schedule 3 of the ISO Tariff, flow through to ISO Tariff and TO
Tariff transmission customers.

Transmission Revenue Credit. The proceeds received from the ISO (other
than for the recovery of the Participating TO’s High Voltage and Low Voltage
Transmission Revenue Requirement through the High Voltage and Low Voltage
Transmission Access Charges) and charges imposed by the ISO that are
received and paid by the Participating TO in its role as Participating TO, as
defined in the ISO Tariff.

Transmission Revenue Requirement (“TRR’). The total annual authorized
revenue requirement associated with transmission facilities and Entitlements
turned over to the Operational Control of the ISO by the Participating TO. The
costs of any transmission facility turned over to the Operational Control of the
ISO shall be fully included in the Participating TO’s TRR. The TRR includes
the costs of transmission facilities and Entitlements and deducts Transmission
Revenue Credits and is shown in Appendix III.

Transmission System Rights (‘“TSRs”). TSRs represent Citizens Sunrise
Transmission’s exclusive transmission entitlement on the Project. Citizens
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3.94

3.95

3.96

3.97

3.98

3.99

Sunrise Transmission, as the holder of the TSRs, is entitled to all associated
rights as are available under the ISO Tariff and Protocols. The use of this
definition does not limit Citizens Sunrise Transmission from seeking any
additional revenues or rights that are authorized by FERC due to a beneficial
increase in the ISO controlled grid capacity resulting from the Project .

Uncontrollable Force. Any act of God, labor disturbance, act of the public
enemy, war, insurrection, riot, fire, storm, flood, earthquake, explosion, any
curtailment, order, regulation or restriction imposed by governmental, military
or lawfully established civilian authorities or any other cause beyond the
reasonable control of the ISO or Market Participant, as the case may be, which
could not be avoided through the exercise of Good Ultility Practice.

Utility Distribution Company (“UDC”). An entity that owns a Distribution
System for the delivery of Energy to and from the ISO Controlled Grid, and/or
that provides regulated retail electric service to End-Users.

Voltage Support. Services provided by Generating Units or other equipment
such- as shunt capacitors, static vat compensators, or synchronous condensers
that are required to maintain established grid voltage criteria. This service is
required under normal or system emergency conditions.

Western Electricity Coordinating Council (‘“WECC”’). The Western
Electricity Coordinating Counsel or its successor.

Wheeling Access Charge. The charge assessed by the ISO that is paid by a
Scheduling Coordinator for Wheeling in accordance with Section 26.1.4.1 of the
ISO Tariff. Wheeling Access Charges shall not apply for Wheeling under a
bundled non-economy Energy coordination agreement of a Participating TO
executed prior to July 9, 1996. The Wheeling Access Charge consists of a High
Voltage Wheeling Access Charge and, if applicable, a Low Voltage Wheeling
Access Charge.

Wheeling Out. Except for Existing Rights exercised under an Existing Contract
in accordance with Section 16.1 of the ISO Tariff, the use of the ISO Controlled
Grid for the transmission of Energy from a Generating Unit located within the
ISO Controlled Grid to serve a Load located outside the transmission and
Distribution System of a Participating TO.

Wheeling Through. Except for Existing Rights exercised under an Existing
Contract in accordance with Section 16.1 of the ISO Tariff, the use of the ISO
Controlled Grid for the transmission of Energy from a resource located outside
the ISO Controlled Grid to serve a Load located outside the transmission and
Distribution System of a Participating TO.

Wheeling. Wheeling Out or Wheeling Through.
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3.100

Wholesale Customer. A person wishing to purchase Energy and Ancillary
Services at a Bulk Supply Point or a Scheduling Point for resale.

Eligibility.. Transmission service over a Participating TO’s system shall be provided
only to Eligible Customers.

Access Charges and Transmission Rates. The applicable Access Charges are provided
in the ISO Tariff.

5.1

5.2

5.3

54

5.5

Low Voltage Access Charge. The Low Voltage Access Charge shall be
determined in accordance with the ISO Tariff. As Citizens Sunrise
Transmission is a Non-Load-Serving Participant TO, the ISO shall charge for
and collect the Low Voltage Access Charge on Citizens Sunrise Transmission’s
behalf pursuant to Section 26.1 and Appendix F, Schedule 3, Section 13 of the
ISO Tariff from the Participating TO to whose facilities Citizens Sunrise
Transmission’s Low Voltage Transmission Facilities are directly connected.
The rate for Citizens Sunrise Transmission’s Low Voltage Access Charge Shall
be Citizens Sunrise Transmission’s Low Voltage Transmission Revenue
Requirement divided by the forecasted Gross Load of the Participating TO that
is the Low Voltage Access Charge customer. The Low Voltage Access Charge
customer shall pay the ISO a Low Voltage Access Charge equal to the product
of Citizens Sunrise Transmission’s Low Voltage Access Charge rate and the
actual Gross Load of the Participating TO that is the Low Voltage Access
Charge Customer.

Wheeling Access Charge. The Wheeling Access Charge shall be determined in
accordance with the ISO Tariff. The Wheeling Access Charge assessed by the
ISO consists of a High Voltage Wheeling Access Charge and, if applicable, a
Low Voltage Wheeling Access Charge. The High Voltage Wheeling Access
Charge is set forth in the ISO Tariff.

Transmission Revenue Requirement. As set forth in the ISO Tariff, the
Transmission Revenue Requirement for each Participating TO is used to
develop the Access Charges set forth in the ISO Tariff and is used by the ISO to
calculate the disbursement of Wheeling revenues among Participating TOs.
Wheeling revenues are disbursed by the ISO to Participating TOs pursuant to
Section 26.1.4.3 of the ISO Tariff. Citizens Sunrise Transmission’s TRR is set
forth in Appendix III.

Transmission System Rights. Citizens Sunrise Transmission owns the TSRs
with respect to the Project.

Transmission Revenue Balancing Account Adjustment. The Participating

TO shall maintain a Transmission Revenue Balancing Account with an annual
Transmission Revenue Balancing Account Adjustment (“TRBAA”) that will
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ensure that all Transmission Revenue Credits and adjustments for any over-or
under-recovery of its annual Transmission Revenue Requirement, if any,
specified in Sections 6, 8 and 13 of Appendix F, Schedule 3 of the ISO Tariff,
flow through to transmission customers. The TRBAA used to calculate the High
Voltage Revenue Requirement shall include other adjustments specified in
Appendix F, Schedule 3, Sections 6, 8 and 13 of the ISO Tariff.

The TRBAA shall be equal to:
TRBAA=Cr+Cf+1
Where:

Cr = The principal balance in the Transmission Revenue Balancing Account
(“TRBA’) recorded in FERC Account No. 254 as of September 30 of the year
prior to commencement of the January billing cycle. This balance represents the
unamortized balance in the TRBA from the previous period and the difference
in the amount of revenues or expenditures from Transmission Revenue Credits
and any over- or under-recovery of its annual Transmission Revenue
Requirement and the amount of such revenues or expenditures that has been
refunded to or collected from customers through operation of the TRBAA;

Cf = The forecast of Transmission Revenue Credits, if any, for the following
calendar year;

I = The interest balance for the TRBA, which shall be calculated using the
interest rate pursuant to Section 35.19(a) of FERC’s regulations under the
Federal Power Act (18 CFR Section 35.19(a)). Interest shall be calculated based
on the average TRBA principal balance each month, compounded quarterly; and

The Citizens Sunrise Transmission TRBAA, calculated in accordance with
the ISO Tariff and approved by the FERC, is stated in Appendix III.

Ancillary Services - Applicability and Charges. Ancillary Services are needed to
maintain reliability within the ISO Controlled Grid. If any Ancillary Services are
required, Citizens Sunrise Transmission will not provide such services directly to the
transmission customer and the transmission customer will be required to meet any such
requirement in accordance with the ISO Tariff.

Billing and Payment.

The ISO, in accordance with the ISO Tariff, shall pay the Participating TO,
among other things, all applicable Access Charge revenues and Wheeling
revenues in connection with the Project.
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7.2 Users of Citizens Sunrise Transmission’s High and Low Voltage Transmission
Facilities and Entitlements placed under the ISO’s Operational Control shall pay
to the ISO all applicable charges in accordance with the ISO Tariff.

8. Obligation to Interconnect or Construct Transmission Expansions and Facility
Upgrades

8.1 Participating TO Obligation to Interconnect. The Participating TO shall, at
the request of a third party, interconnect its system to the wholesale generation
or Load of such third party, or modify an existing wholesale Interconnection.
Interconnections under this TO Tariff shall be available to entities eligible to
request Interconnection consistent with the provisions of Section 210(a) of the
FPA. The procedures for Interconnection of wholesale generation to the ISO
Controlled Grid shall be governed by the ISO Tariff.

8.1.1 Interconnection to Transmission System. Interconnection must be
consistent with Good Utility Practice, in conformance with all
Applicable Reliability Criteria, all applicable statutes, regulations, and
ISO reliability criteria for the ISO Controlled Grid. The Participating TO
will not accommodate the Interconnection if doing so would impair
systems reliability, or would otherwise impair the ability of the
Participating TO to honor its Encumbrances existing as of the time an
entity submits its Interconnection Application. The Participating TO
shall identify any such adverse effect on its Encumbrances in the System
Impact Study performed pursuant to Section 10.7. To the extent the
Participating TO determines that the Interconnection will have an
adverse effect on Encumbrances, the party requesting Interconnection
shall mitigate such adverse effect.

8.1.2 Costs Associated with Interconnection. Each party requesting
Interconnection shall pay the costs of planning, installing, owning,
operating, and maintaining any Direct Assignment Facilities and, if
applicable, any Reliability Upgrades required to provide the requested
Interconnection. In addition, such party shall implement all existing
operating procedures necessary to safely and reliability interconnect
such party’s generation or wholesale load to the facilities of the
Participating TO and to ensure the ISO Controlled Grid’s conformance
with the ISO Grid Planning Criteria, and shall bear all costs of
implementing such operating procedures. Any additional costs
associated with accommodating the Interconnection shall be allocated in
accordance with the cost responsibility methodology set forth in the ISO
Tariff for transmission expansions or upgrades.

8.1.3 Interconnection Agreement. Pursuant to Section 10.4, 10.7.1, or

10.9.1, a party requesting an Interconnection shall request in writing that
the Participating TO tender to such part an Interconnection Agreement

Page 21 of 42



8.14

that will be filed with FERC, or the Local Regulatory Authority, in the
case of a Local Publicly Owned Electric Utility. The Interconnection
Agreement will include, without limitation, cost responsibilities and
payment provisions for any engineering, equipment, and construction,
ownership, operation and maintenance costs for any Direct Assignment
Facilities, any Reliability Upgrades, any Delivery Upgrades, if
applicable, and for any other mitigation measures. For an
Interconnection request to remain a Completed Interconnection
Application, the party requesting the Interconnection shall execute the
Interconnection Agreement and return it to the Participating TO within
thirty (30) Business Days of receipt. Alternatively, if an Eligible
Customer requesting the Interconnection requests the Participating TO
to file an unexecuted Interconnection Agreement and commits to abide
by the terms, conditions, and cost assignments determined to be just and
reasonable under the ISO ADR Procedures, including any determination
by FERC or on appeal of a FERC determination in accordance with that
process, the Participating TO shall promptly file an unexecuted
Interconnection Agreement. Provided, however, that if the ISO ADR
Procedures concerns whether the requesting entity is an Eligible
Customer, the Participating TO shall not be obligated to file an
unexecuted interconnection Agreement or commence construction of the
Interconnection facilities or incur other costs under the Interconnection
Agreement until a final order determining the just and reasonable rates,
terms, and conditions for such Interconnection Agreement has been
issued by the applicable court or regulatory authority. The
Interconnection Agreement will set forth a payment schedule that
enables the Participating TO to recover its costs. If the applicant elects
not to execute the Interconnection Agreement and does not request the
Participating TO to file an unexecuted Interconnection Agreement, its
Completed Interconnection Agreement shall be deemed withdrawn, and
the applicant shall reimburse to the Participating TO all costs reasonably
incurred in processing the application not covered by any System Impact
Study Agreement or Facilities Study Agreement. To maintain its queue
position, the applicant must timely comply with the Interconnection
requirements of Section 5.76 of the ISO Tariff and Sections 8.1 and 10
of this TO Tariff. If the applicant fails to timely comply with such
Interconnection requirements, such applicant shall pay the reasonable
costs of revising the System Impact Studies for other applicants that
have established a new queue position due to the applicant either
withdrawing its Interconnection Application or because its queue
position has been modified pursuant to the queuing provisions in Section
25 of the ISO Tariff.

Due Diligence to Construct. The Participating TO shall use due

diligence to construct, within a reasonable time, any Direct Assignment
Facilities and any Reliability Upgrades that it is obligated to construct
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8.2

8.3

pursuant to this TO Tariff and Section 24 of the ISO Tariff. The
Participating TO’s obligation to build will be subject to: (1) its ability,
after making a good faith effort, to obtain any necessary approvals and
property rights under applicable federal, state, and local laws; (2) the
presence of a cost recovery mechanism with cost responsibility assigned
to accordance with the ISO Tariff or applicable FERC precedent; and (3)
a signed Interconnection Agreement or a signed Expedited
Interconnection Agreement, or, by mutual agreement of the parties,
FERC acceptance for filing of an unexecuted Interconnection
Agreement.

8.1.5 Energization. The Participating TO shall not be obligated to energize,
nor shall the applicant or wholesale load be entitled to have its
interconnection to the ISO Controlled Grid energized, unless and until
an Interconnection Agreement has been executed, or filed at FERC
pursuant to Section 8.1.3, and become effective and such applicant or
wholesale load has demonstrated to the ISO’s reasonable satisfaction
that it has complied with all of the requirements of the ISO Tariff and
the requirements of this TO Tariff.

8.1.6 Coordination with ISO on Interconnection Requests. The
Participating TO shall coordinate with the ISO, pursuant to the
provisions of the TCA, in developing interconnection standards and
guidelines for processing interconnection request under this TO Tariff.

Participating TO Obligation to Construct Transmission Expansions or
Facility Upgrades. The Participating TO shall be obligated to: (1) perform
System Impact or Facility Studies where the Project Sponsor or the ISO agrees
to pay the study cost and specifies the project objectives to be achieved, and (2)
build transmission additions and facility upgrades where the Participating TO is
obligated to construct or expand facilities in accordance with and subject to the
limitations under Section 24 of the ISO Tariff’ and this TO Tariff.

8.2.1 Obligation to Construct. A Participating TO shall not be obligated to
construct or expand transmission facilities or system upgrades unless
and until the conditions stated in Section 9.2.1 hereof have been
satisfied.

Request for FERC Deference Regarding Need Determination. It is intended
that FERC grant substantial deference to the factual determinations of the ISO,
(including the ISO’s ADR Procedures), the CPUC, WECC, or RTG coordinated
planning processes as to the need for or construction of a facility, the need for
full cost recovery, end the allocation of costs.
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Expansion Process

9.1 Determination of Facilities. A Participating TO shall perform a Facilities Study
in accordance with the Section where (1) the Participating TO is obligated to
construct or expand facilities in accordance with Section 24 of the ISO Tariff and
this TO Tariff; (2) a Market Participant agrees to pay the costs of the Facilities
Study and specifies the project objectives to be achieved in terms of increase
capacity or reduce congestion; or (3) the Participating TO is required to perform a
Facilities Study pursuant to the ISO Tariff.

9.1.1 Payment of Facilities Study’s Cost.

9.1.1.1 Market Participant to Pay for Facilities Study. Where a Market
Participant requests a Facilities Study and the need for the
transmission addition or upgrade has not been established in
accordance with the procedures established herein and the ISO
Tariff, the Market Participant shall pay the cost of the Facilities
Study.

9.1.1.2 Project Sponsor or Project Proponent to Pay for Facility
Study. Where the facilities to be added or upgraded have been
determined to be needed in accordance with the procedures
established herein, the Project Sponsor, Project Proponent, or the
ISO requesting the study shall pay in advance the reasonable cost
of the Facilities Study. When the Participating TO is the Project
Sponsor in accordance with the ISO Tariff, the costs of the
Facilities Study shall be recovered through its Access Charges and
transmission rates.

9.1.1.3 Principal Beneficiaries to Pay for Facilities Study. Where the
facilities to be added or upgraded have been determined to be
needed and the principal beneficiaries have been identified by the
ISO or ISO ADR Procedures in accordance with the ISO Tariff the
Project Sponsor and the identified principal beneficiaries shall pay
the reasonable cost of the Facilities Study, in such proportions as
may be agreed, or, failing agreement, as determined in accordance
with the ISO ADR Procedures.

9.1.2 Payment Procedure. Where a Facilities Study is being conducted
pursuant to this TO Tariff, the Participating TO shall, within thirty days of
the receipt of all reasonably required information, tender to the Market
Participant, Project Sponsor, Project Proponent, ISO, or identified
principal beneficiaries, as the case may be, a Facilities Study Agreement
that defines the scope, content, assumptions, and terms of reference for
such study, the estimated time required to complete it, and such other
provisions as the parties may reasonably require and pursuant to which
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such Market Participant, Project Sponsor, Project Proponent, the ISO, or
identified principal beneficiaries agree to reimburse the Participating TO
the reasonable cost of performing the required Facilities Study. If the
Market Participant, Project Sponsor, Project Proponent, the ISO, or
identified principal beneficiaries, as the case may be, agree to the terms of
the Facilities Study Agreement, they shall execute the Facilities Study
Agreement and return it to the Participating TO within ten Business Days.
Alternatively, if the Market Participant, Project Sponsor, Project
Proponent, the ISO, or identified principal beneficiaries, as the case may
be, request the Participating TO to proceed with the Facilities Study and
commit to abide by the terms, conditions, and cost assignments ultimately
determined under the ISO ADR Procedures, including any determination
by FERC or appeal of a FERC determination in accordance with that
process, the Participating TO shall promptly proceed with the Facilities
Study, and the parties shall submit the disputed terms for resolution under
the ISO’s ADR Procedures.

9.1.3 Facilities Study Procedures. Upon receipt of an executed Facilities Study
Agreement or alternative request to proceed as provided for in Section
9.1.2, a copy of which has been provided to the ISO by the party
requesting the Facilities Study, the Participating TO will use due diligence
to complete the required Facilities Study within a sixty (60) day period. If
the Participating TO is unable to complete the Facilities Study in the
allotted time period, the Participating TO shall notify the Market
Participant and provide an estimate of the time needed to reach a final
determination along with an explanation of the reasons that additional time
is required to complete the study. If additional time is required, the
Participating TO will use best efforts to complete the study within 10
months, provided adequate information is provided by all the patties.

9.2 Obligation to Build.

9.2.1 Due Diligence to Construct. Subject to Section 9.3.3 of this TO Tariff,
the Participating TO shall use due diligence to construct, within a
reasonable time, additions or upgrades to its transmission system that it is
obligated to construct pursuant to the ISO Tariff and this TO Tariff.
Alternatively, if a Market Participant requests the Participating TO to file
an unexecuted Participation Agreement and commits to abide by the
terms, conditions, and cost assignments determined to be just and
reasonable under the ISO ADR Procedures, including any determination
by FERC or on appeal of a FERC determination in accordance with that
process, the Participating TO shall promptly file an unexecuted
Participation Agreement. Provided, however, that if the ISO ADR
Procedures concerns whether the requesting entity is an Eligible
Customer, the Participating TO shall not be obligated to file an unexecuted
Participation Agreement or alternatively, if a Market Participant requests
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9.2.2

the Participating TO to file an unexecuted Participation Agreement and
commits to abide by the terms, conditions, and cost assignments
determined to be just and reasonable under the ISO ADR Procedures,
including any determination by FERC or on appeal of a FERC
determination in accordance with that process, the Participating TO shall
promptly file an unexecuted Participation Agreement. Provided, however,
that if the ISO ADR Procedures concerns whether the requesting entity is
an Eligible Customer, the Participating TO shall not be obligated to file an
unexecuted Participation Agreement, commence construction of the
additions or upgrades or incur other costs under the Participation
Agreement until a final order determining the just and reasonable rates,
terms, and conditions for such Participation Agreement has been issued by
the applicable court or regulatory authority. The Participating TO’s
obligation to build will be subject to: 1) its ability, after making a good
faith effort, to obtain the necessary approvals and property rights under
applicable federal, state, and local laws; 2) the presence of a cost recovery
mechanism with cost responsibility assigned in accordance with the ISO
Tariff; and 3) a signed Participation Agreement. The Participating TO will
not construct or expand its existing or planned transmission system, if
doing so would impair system reliability as determined through systems
analysis based on the Applicable Reliability Criteria.

Delay in Construction or Expansion. If any event occurs that will
materially affect the time for completion of new facilities, or the ability to
complete them, the Participating TO shall promptly notify: (1) the Project
Sponsor with regard to facilities determined to be needed; (2) the Parties
to the Participation Agreement with regard to facilities determined to be
needed pursuant to the ISO Tariff where principal beneficiaries were
identified; and (3) the ISO. In such circumstances, the Participating TO
shall, within thirty days of notifying such Project Sponsor, Parties to the
Participation Agreement, and the ISO of such delays, convene a technical
meeting with such Project Sponsor, Parties to the Participation Agreement,
and the ISO to discuss the circumstances which have arisen and evaluate
any options available. The Participating TO also shall make available to
such Project Sponsor, Parties to the Participation Agreement, and the ISO,
as the case may be, studies and work papers related to the cause and extent
of the delay and the Participating TO’s ability to complete the new
facilities, including all information that is in the possession of the
Participating TO that is circumstances which have arisen and evaluate any
options available. The Participating TO also shall make available to such
Project Sponsor, Parties to the Participation Agreement, and the ISO, as
the case may be, studies and work papers related to the cause and extent of
the delay and the Participating TO’s ability to complete the new facilities,
including all information that is in the possession of the Participating TO
that is reasonably needed to evaluate the alternatives.
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9.3

9.2.2.1 Alternatives to the Original Facility Additions. If the review
process of Section 9.2.2 determines that one or more alternatives
exist to the originally planned construction project, the
Participating TO shall present such alternatives for consideration to
the Project Sponsor, Parties to the Participation Agreement, and
the ISO, as the case may be. If upon review of any alternatives,
such Project Sponsor, the ISO, or Parties to the Participation
Agreement wish to evaluate or to proceed with one of the
alternative additions or upgrades, such Project Sponsor, the ISO, or
Parties to the Participation Agreement may request that the
Participating TO prepare a revised Facility Study pursuant to
Sections 9.1.1, 9.1.2, and 9.1.3 of this TO Tariff. In the event the
Participating TO concludes that no reasonable alternative exists to
the originally planned addition or upgrade and the Project Sponsor
or Parties to the Participation Agreement or the ISO disagree, the
dispute shall be resolved pursuant to the ISO ADR Procedure.

9.2.2.2 Refund Obligation for Unfinished Facility Additions. If the
Participating TO and the Project Sponsor, the ISO, or Parties to the
Participation Agreement, as the case may be, mutually agree that
no other reasonable alternatives exist, the obligation to construct
the requested additions or upgrades shall terminate and any deposit
not yet applied toward the expended project costs shall be returned
with interest pursuant to FERC Regulation 35.19(a)(2)(iii).
However, the Project Sponsor and any identified principal
beneficiaries, as the case may be, shall be responsible for all costs
prudently incurred by the Participating TO through the time the
construction was suspended.

Provisions Relating To Transmission Construction On the System Of Other
TOs.

9.3.1 Responsibility for Third Party Additions. A Participating TO shall not
be responsible for making arrangements for any engineering, permitting,
and construction of transmission or distribution facilities on the system(s)
of any other entity or for obtaining any regulatory approval for such
facilities. The Participating TO will undertake reasonable efforts through
the coordinated planning process to assist in making such arrangements,
including, without limitation, providing any information or data required
by such other electric system pursuant to Good Utility Practice.

9.3.2 Coordination of Third-Party System Additions. Where transmission
additions or upgrades being built pursuant to the ISO Tariff require
additions or upgrades on other systems, to the extent consistent with
Section 9.3.3 of this TO Tariff, the Participating TO shall coordinate
construction on its own system with the construction required by others.
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10.

The Participating TO, after consultation with the ISO, the Project Sponsor,
and Parties to the Participation Agreement, as the case may be, may defer
construction if the new transmission facilities on another system cannot be
completed in a timely manner. The Participating TO shall notify such
Project Sponsor, Parties to the Participation Agreement, and the ISO, in
writing of the basis for any decision to defer construction and the specific
problems which must be resolved before it will initiate or resume
construction of the new facilities. Within forty Business Days of receiving
written notification by the Participating TO of its intent to defer
construction pursuant to this section, such Project Sponsor, Parties to the
Participation Agreement, or the ISO may challenge the decision in
accordance with the ISO ADR Procedure.

Interconnection Process

10.1

10.2

10.3

Applicability. All requests for Interconnection directly to the ISO Controlled
Grid from parties eligible to request such Interconnection consistent with Section
210(a) of the FPA shall be processed pursuant to the provisions of this Section 10.
All requests for Interconnection of wholesale generation directly to the ISO
Controlled Grid shall be processed pursuant to the provisions of the ISO Tariff.

Applications. Except as provided in Section 10.2.1, a party requesting
Interconnection shall submit a written Interconnection Application which
provides the information required in Section 10.3 to the Participating TO and
shall send a copy of the application to the ISO. The Participating TO shall
timestamp the application to establish study priority.

Interconnection Application. An Interconnection Application shall provide all
the information listed in 18 CFR § 2.20, including, but not limited to, the
following: (i) the identity, address, telephone number, and facsimile number of
the entity requesting Interconnection; (ii) the Interconnection point(s) to the ISO
Controlled Grid contemplated by the applicant; (iii) the resultant (or new)
maximum amount of Interconnection capacity contemplated by the applicant; (iv)
the proposed date for energizing the Interconnection and the term of the
Interconnection service, and (v) such other information as the Participating TO
reasonably required to process the application. In addition to the information
specified above, the following information may also be provided in order to
properly evaluate system conditions: (vi) If the applicant is a wholesale load, the
electrical location of the source of the power (if known) to be transmitted
pursuant to applicant’s request for Interconnection. If the source of the power is
not known, a system purchase will be assumed. If the location of the load is not
known, a system sale will be assumed; and, in addition, if an applicant proposes
to perform or cause a third party to perform any required System Impact Study or
any required Facilities Study, it shall so indicate in its Interconnection
Application. The results of any study or studies performed by an applicant must
be approved by both the ISO and the Participating TO. Within ten (10) Business

Page 28 of 42



10.4

Days after receipt of an Interconnection Application, the Participating TO and the
ISO if applicable shall determine whether the application is complete
(“Completed Interconnection Agreement”). Whenever possible, the participating
TO will attempt to remedy deficiencies in the Interconnection Application
through informal communications with the applicant. If such efforts are
unsuccessful, the Participating TO shall return the Interconnection Application to
the applicant. The Participating TO will treat the information in the
Interconnection Agreement, including the applicant’s identity, as confidential at
the request of the applicant except to the extent that disclosure of the information
is required by this TO Tariff, by regulatory or judicial order, for reliability
purposes pursuant to Good Utility Practice, or pursuant to RTG or ISO
transmission information sharing agreements. The Participating TO shall treat this
information consistent with the standards of conduct contained in Part 37 of
FERC’s regulations.

10.3.1 Amendment to Completed Interconnection Application. An applicant
shall only be limited to amending its Completed Interconnection
Application once. Such amendment shall occur on or before ten (10)
Business Days following the date the Participating TO tenders any
Facilities Study Agreement. Specifically, an applicant may submit an
amendment to its Completed Interconnection Application to reflect a
revised configuration for its New Facility. The amended Completed
Interconnection Application shall be treated in accordance with Section 25
of the ISO Tariff and Section 10.5 of this TO Tariff; the applicant’s
Completed Interconnection Application shall be deemed withdrawn; and
the applicant shall maintain its existing queue position, if (a) the amended
Completed Interconnection Application is received by the Participating
TO within ten (10) Business Days of the Participating TO’s tender of a
Facilities Study Agreement; and (b) the applicant has not submitted a
previous amendment to the Completed Interconnection Application. In the
event an applicant amends its Completed Interconnection Application, it
will be responsible for any additional study costs that result from that
amendment, including costs associated with revisions to studies for other
applicants holding later queue positions.

Review of Completed Interconnection Application. After receiving a
Completed Interconnection Application, the Participating TO and the ISO, if
applicable, will determine on a non-discriminatory basis whether a System Impact
Study is required. Whenever the Participating TO, and the ISO, if applicable,
determines that a System impact Study is not required and that neither Reliability
Upgrades nor changes in existing operating procedures are required, the
Participating TO shall notify the applicant within fifteen (15) Business Days of
the Completed Application Date. If the Interconnection can be accommodated
without any Direct Assignment Facilities, then within thirty (30) Business Days of
such notice from the Participating TO, the applicant shall request the Participating
TO to tender to the applicant an Interconnection Agreement within thirty (30)
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10.5

Business Days of such request. The Participating TO shall tender to the applicant
an Interconnection Agreement as provide in Section 8.1.3. If the Participating TO
determines upon review of the Completed Interconnection Application, that
Direct Assignment Facilities are required, the Participating TO shall tender to the
applicant a Facilities Study Agreement within twenty (20) Business Days of the
Completed Application Date and continue the Interconnection process pursuant to
Section 10.8.

Notice of Need for System Impact Study. If the Participating TO, and the ISO,
if applicable, determines that a System Impact Study is necessary to accommodate
the requested Interconnection, the Participating TO shall so inform the applicant
as soon as practicable. In such cases, the Participating TO shall within twenty (20)
Business Days of receipt of a Completed Interconnection Application, tender a
System Impact Study Agreement that defines the scope, content, assumptions and
terms of reference for such study to be completed by the Participating TO, the
estimated time required to complete it, and such other provisions as the parties
may reasonably require, and pursuant to which the applicant shall agree to
reimburse the Participating TO for the reasonable actual costs of performing the
required System Impact Study. A description of the Participating TO’s
transmission assessment practices for completing a System Impact Study shall be
provided in the Participating TO’s FERC Form 715. Alternatively, if the applicant
will perform the System Impact Study, the Participating TO shall within twenty
(20) Business Days of receipt of a Completed Interconnection Application, tender
a System Impact Study Agreement that defines the scope, content, assumptions
and terms of reference for such study to be reviewed by the Participating TO; the
estimated time required to complete it; and such other provisions as the parties
may reasonably require, and pursuant to which the applicant shall agree to
reimburse the Participating TO for the reasonable actual costs of reviewing the
required System Impact Study. For an Interconnection request to remain a
Completed Interconnection Application, the applicant shall execute the System
Impact Study Agreement and return it to the Participating TO within ten (10)
Business Days together with payment for the reasonable estimated cost of
performing the System Impact Study or reviewing the applicant’s System Impact
Study. Alternatively, if the applicant request the Participating TO to proceed with
the System Impact Study or review thereof and commits to abide by the terms,
conditions, and cost assignments ultimately determined under the ISO ADR
Procedures, including any determination by FERC or appeal of a FERC
determination in accordance with that process, the Participating TO shall
promptly proceed with the System Impact Study provided that such request is
accompanied by payment of the reasonable estimated cost of the System Impact
Study, and the parties shall submit the disputed terms for resolution under the
ISO’s ADR Procedures. If the applicant elects not to execute a System Impact
Study Agreement, and does not request that the Participating TO proceed with the
System Impact Study or review thereof, its application shall be deemed
withdrawn, and the applicant shall reimburse to the Participating TO all costs
reasonably incurred in processing the application.
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10.6

10.7

Impact Study Cost Reimbursement and Agreement.

10.6.1

10.6.2

Cost Reimbursement. The System Impact Study Agreement shall clearly
specify the charge, based on the Participating TO’s estimate of the cost
and time for completion of the System Impact Study. The charge shall not
exceed the reasonable actual cost of the study. In performing the System
Impact Study, the Participating TO shall rely, to the extent reasonably
practicable, on existing transmission planning studies. The applicant will
not be assessed a charge for such existing studies; however, the applicant
will be responsible for the reasonable charges associated with any
modifications to existing planning studies that are reasonably necessary to
evaluate the impact on the applicant’s request.

Multiple Parties. If multiple parties request Interconnection at the same
location, the participating TO may conduct a single System Impact Study.
The costs of that study shall be pro-rated among the patties requesting
Interconnection.

System Impact Study Procedures. Upon receipt of an executed System Impact
Study Agreement or initiation of the ISO ADR Procedures and receipt of payment
for estimated study costs, the Participating TO will use due diligence to either (a)
complete the required System Impact Study within a sixty (60) calendar day
period or (b) complete its review of an applicant’s System Impact Study within
thirty (30) calendar days of its receipt of the completed study. The System Impact
Study will identify whether any Direct Assignment Facilities or Reliability
Upgrades are necessary to deliver a New Facility’s full output over the ISO
Controlled Grid, or any transmission additions or upgrades are necessary to serve
a wholesale load. The System Impact Study will also identify any adverse impact
on Encumbrances existing as of the applicant’s Completed Application Date. In
the event that the Participating TO is unable to complete the required System
Impact Study within such time period, it shall so notify the applicant, in writing,
and provide an estimated completion date along with an explanation of the
reasons why additional time is required to complete the required studies. A copy
of the completed System Impact Study and related work papers shall be made
available to the applicant and the ISO. The Participating TO shall notify the
applicant and the ISO immediately upon completion of the System Impact Study.

10.7.1

Procedures Upon Completion of System Impact Study. Within fifteen
(15) Business Days of completion of the System Impact Study or review
and approval of an applicant’s System Impact Study, the Participating TO
shall notify the applicant whether the transmission system will be adequate
to accommodate all of a request for Interconnection. If no costs are likely
to be incurred for any Direct Assignment Facilities, any Reliability
Upgrades, or implementing any operating procedures, then within thirty
(30) Business Days of receipt of written approval of the applicant’s
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10.8

System Impact Study from the Participating TO and the ISO the applicant
shall request the Participating TO to tender an Interconnection Agreement
within thirty (30) Business Days of such request. The Participating TO
shall tender to the applicant an Interconnection Agreement as provided in
Section 8.1.3. If costs are likely to be incurred to accommodate a request
for Interconnection, the Participating TO shall tender to the applicant a
Facilities Study Agreement pursuant to Section 10.8.

Notice of Need for Facilities Study. If a System Impact Study indicates that
additions or upgrades to the ISO Controlled Grid are needed to satisfy an
applicant’s request for interconnection, the Participating TO shall, within fifteen
(15) Business Days of the date of the System Impact Study or the completion of
review and approval of the applicant’s System Impact Study by the Participating
TO, tender to the applicant a Facilities Study Agreement that defines the scope,
content, assumptions and terms of reference for such study to be completed by the
Participating TO; the estimated time required to complete the required study; and
such other provisions as the parties may reasonably require, and pursuant to
which the applicant agrees to reimburse the Participating TO for the reasonable
actual costs of performing the required Facilities Study. Alternatively, if the
applicant will perform the Facilities Study, the Participating TO shall within
fifteen (15) Business Days of the completion date of the System Impact Study or
the completion of review and approval of the applicant’s System Impact Study,
tender a Facilities Study Agreement that defines the scope, content, assumptions
and terms of reference for such study to be reviewed by the Participating TO; the
estimated time required to complete the required review; and such other
provisions as the parties may reasonably require, and pursuant to which the
applicant agrees to reimburse the Participating TO for the reasonable actual costs
of reviewing the required Facilities study. For an Interconnection request to
remain a Completed Interconnection Application, the applicant shall execute the
Facility Studies Agreement and return it to the Participating TO within ten (10)
Business Days together with payment for the reasonable estimated costs of
performing the Facilities Study or reviewing the applicant’s Facilities Study.
Alternatively, if the applicant request the Participating TO to proceed with the
Facilities Study to review thereof and commits to abide by terms, conditions, and
cost assignments ultimately determined under the ISO ADR Procedures, including
any determination by FERC or appeal of a FERC determination in accordance
with that process, the Participating TO shall promptly proceed with the Facilities
Study provided that such request is accompanied by payment for the reasonable
estimated cost of the Facilities Study, and the parties shall submit the disputed
terms for resolution under the ISO ADR Procedures. If the applicant elects not to
execute a Facilities Study Agreement and does not request that the Participating
TO proceed with the Facilities Study or review thereof, its application shall be
deemed withdrawn and the applicant shall reimburse to the Participating TO all
costs reasonably incurred in processing the application not covered by the System
Impact Study Agreement.
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10.10

10.11

Facilities Study Procedures. Upon receipt of an executed Facilities Study
Agreement or initiation of the ISO ADR Procedures and receipt of payment for
the estimated study costs, the Participating TO will use due diligence to either (a)
complete the required Facilities Study within a sixty (60) calendar day period or
(b) complete its review of an applicant’s Facilities Study within thirty (30)
calendar days of its receipt of the Completed Study. In the event that
Participating TO is unable to complete the required Facilities Study within such
time period, it shall so notify the applicant, in writing, and provide an estimated
completion date along with an explanation of the reasons why additional time is
required to complete the required studies. A copy of the completed Facilities
Study shall be made available to the applicant.

10.9.1 Execution of Interconnection Agreement. Within thirty (30) Business
Days of receipt of the completed Facilities Study performed by the
Participating TO or receipt of written approval of the applicant’s Facilities
Study from the Participating TO, the applicant shall request the
Participating TO to tender an Interconnection Agreement within thirty
(30) Business Days of such request. The Participating TO shall tender to
the applicant an Interconnection Agreement as provided in Section 8.1.3.

Partial Interim Service. If the Participating TO determines that there will not be
adequate transmission capability to satisfy the full amount requested in a
Completed Interconnection Application, the Participating TO nonetheless shall be
obligated to offer and provide the portion of the requested Interconnection that
can be accommodated without any additional Direct Assignments Facilities or
Reliability Upgrades. However, the Participating TO shall not be obligated to
provide the incremental amount of requested Interconnection that requires such
additional facilities or upgrades until such facilities or upgrades have been placed
in service.

Expedited Interconnection Procedures. In lieu of the procedures set forth
above, the applicant shall have the option to expedite the processing of its
Completed Interconnection Application. In order to exercise this option, the
applicant shall submit in writing a Request for Expedited Interconnection
Procedures to the Participating TO within ten (10) Business Days after receiving a
copy of the System Impact Study for the proposed Interconnection. Within ten
(10) Business Days after receiving a Request for Expedited Procedures, the
Participating TO shall tender an Expedited Interconnection Agreement that
requires the applicant to compensate the Participating TO for all costs reasonably
incurred pursuant to the terms of this To Tariff for processing the Completed
Interconnection Application and providing the requested Interconnection. While
the Participating TO agrees to provide the applicant with its best estimate of the
costs of any needed Direct Assignment Facilities and, if applicable, Reliability
Upgrades, and such other charges that may be incurred, unless otherwise agreed
by the parties, such estimate shall not be binding and the applicant must agree in
writing to compensate the Participating TO for all actual Interconnection costs
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12.

reasonably incurred pursuant to the provisions of this TO Tariff. The applicant
shall execute and return such Expedited Service Agreement within ten (10)
Business Days of its receipt or the applicant’s request for Interconnection will
cease to be a Completed Interconnection Application and will be deemed
terminated and withdrawn, In that event, the applicant shall reimburse the
Participating TO for all costs reasonably incurred in processing the application
not covered by the terms of the System Impact Study Agreement.

Uncontrollable Forces and Indemnification

11.1

11.2

Procedures to Follow of Uncontrollable Force Occurs. In the event of the
occurrence of an Uncontrollable Force which prevents a Party from performing
any of its obligations under this TO Tariff, such Party shall (1) immediately
notify the other Parties in writing of the occurrence of such Uncontrollable
Force, (i) not be entitled to suspend performance in any greater or longer
duration that is required by the Uncontrollable Force, (iii) use its best efforts to
mitigate the effects of such Uncontrollable Force, remedy its inability to
perform, and resume full performance hereunder, (iv) keep the other Parties
apprised of such efforts on a continual basis and (v) provide written notice of
the resumption of performance hereunder. Notwithstanding any of the
foregoing, the settlement of any strike, lockout, or labor dispute constituting an
Uncontrollable Force shall be within the sole discretion of the Party to this TO
Tariff involved in such strike, lockout, or labor dispute, and the requirement that
a Party must use its best efforts to remedy the cause of the Uncontrollable Force
and mitigate its effects and resume full performance hereunder shall not apply
to strikes, lockouts, or labor disputes. No Party will be considered in default as
to any obligation under this TO Tariff if prevented from fulfilling the obligation
due to the occurrence of an Uncontrollable Force.

Indemnification. A Market Participant shall at all times indemnify, defend,
and save the Participating TO harmless from any and all damages, losses,
claims, (including claims and actions relating to injury or to death of any person
or damage to property), demands, suits, recoveries, costs and expenses, court
costs, attorney fees, and all other obligations by or to third parties, arising out of
or resulting from the Participating TO’s performance of its obligations under
this TO Tariff on behalf of a Market Participant, except in cases of negligence
or intentional wrongdoing by the Participating TO.

Regulatory Filings. Nothing contained herein shall be construed as affecting, in any
way, the right of any electric utility (as defined by the Federal Power Act) Participating
TO furnishing services in accordance with this TO Tariff, or any tariff and rate schedule
which results from or incorporates this TO Tariff, unilaterally to make application to
FERC as it deems necessary and appropriate to recover its Transmission Revenue
Requirements, or for a change in its rates, including changes in rate methodology, or for a
change in designation of transmission facilities to be placed under the ISO’s control, in
each case under Section 205 of the FPA and pursuant to the FERC’s Rules and
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14.

15.

16.

Regulations promulgated thereunder. Nothing contained herein shall be construed as
affecting in any way the ability of any Eligible Customer receiving services in
accordance with this TO Tariff to exercise its rights under the Federal Power Act and
pursuant to the FERC’s rules and regulations promulgated thereunder.

12.1 Open Access. For purposes of the Stranded Cost Recovery available under
Order Nos. 888 and 888-A, this Tariff, combined with the ISO Tariff and
wholesale distribution access tariff, if any, shall be considered an open access
tariff under FERC Order Nos. 888 and 888-A.

Creditworthiness

13.1 UDCs, MSSs, and Scheduling Coordinators Using the Participating TO’s
Low Voltage Transmission Facilities. For the purpose of determining the
ability of a UDC, MSS, and Scheduling Coordinator to meet its obligations
related to service using the Participating TO’s Low Voltage Transmission
Facilities hereunder, where the Participating TO is collecting the Low Voltage
Access Charge directly from each UDC, MSS and Scheduling Coordinator, the
Participating TO may require reasonable credit review procedures for the UDC,
MSS, or Scheduling Coordinator. This review shall be made in accordance with
standard commercial practices. In addition, the Participating TO may require
the UDC, MSS, or Scheduling Coordinator to provide and maintain in effect
during the term of the service, an unconditional and irrevocable letter of credit
as security to meet its responsibilities and obligations under this TO Tariff, or
an alternative form of security proposed by the UDC, MSS, or Scheduling
Coordinator and acceptable to the Participating TO, and consistent with
commercial practices established by the Uniform Commercial Code, that protect
the Participating TO against the risk of non-payment.

13.2 End-Users. Creditworthiness rules applicable to End-Users shall be pursuant to
the then-current rules of the applicable Local Regulatory Authority.

Disputes. Except as limited below or as otherwise limited by law, the ISO ADR
procedures shall apply to all disputes between parties which arise under this TO Tariff or
under or in respect of the proposed terms and conditions of a Facilities Study Agreement,
System Impact Study Agreement or Expedited Service Agreement. The ISO ADR
Procedures set forth in Section 13 of the ISO Tariff shall not apply to disputes as to
whether rates and charges set forth in this TO Tariff (other than charges for studies) are
just and reasonable under the FPA.

[Reserved]
Miscellaneous.

16.1 Notices. Any notice, demand, or request in accordance with this TO Tariff,
unless otherwise provided in this TO Tariff, shall be in writing and shall be
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16.2

16.3

deemed properly served, given, or made: (i) upon delivery if delivered in
person, (ii) five days after deposit in the mail if sent by first class United States
mail, postage prepaid, (ii1) upon receipt of confirmation by return electronic
facsimile if sent by facsimile, or (iv) upon Party at the address set forth in
Appendix IV. Any Party may at any time, by notice to the other Parties, change
the designation or address of the person specified in Appendix IV to receive
notice on its behalf. Any notice of a routine character in connection with
service under this TO Tariff or in connection with operation of facilities shall be
given in such a manner as the Parties may determine from time to time, unless
otherwise provided in this TO Tariff.

Waiver. Any waiver at any time by any Party of its rights with respect to any
default under this TO Tariff, or with respect to any other matter arising in
connection with this TO Tariff, shall not constitute or be deemed a waiver with
respect to any subsequent default or other matter arising in connection with this
TO Tariff. Any delay short of the statutory period of limitations in asserting or
enforcing any right shall not constitute or be deemed a waiver.

Confidentiality.

16.3.1 Maintaining Confidentiality If Not for Public Disclosure. The
Participating TO shall maintain the confidentiality of all of the
documents, data, and information provided to it by any other Party that
such Party may designate as confidential, provided, however, that the
information will not be held confidential by the receiving Party if (1) the
designating Party is required to provide such information for public
disclosure pursuant to this TO Tariff or applicable regulatory
requirements, or (2) the information becomes available to the public on a
non-confidential basis (other than from the receiving Party).

16.3.2 Disclosure of Confidential Information. Notwithstanding anything in
this Section 16.3.2 to the contrary, if any Party is required by applicable
laws or regulations, or in the course of administrative or judicial
proceedings, to disclose information that is otherwise required to be
maintained in confidence pursuant to this Section 16.3.2, the Party may
disclose such information; provided, however, that as soon as such Party
learns of the disclosure requirement and prior to making such disclosure,
such Party shall notify the affected Party or Parties of the requirement
and the terms thereof. The affected Party or Parties may, at their sole
discretion and own costs, direct any challenge to or defense against the
disclosure requirement and the disclosing Party shall cooperate with
such affected Party or Parties to the maximum extent practicable to
minimize the disclosure of the information consistent with applicable
law. The disclosing Party shall cooperate with the affected Parties to
obtain proprietary or confidential treatment of confidential information
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by the person to whom such information is disclosed prior to any such
disclosure.

16.4 TO Tariff Supersedes Existing Tariffs. This TO Tariff, together with the ISO
Tariff and wholesale distribution access tariff if any, supersedes any pre-
existing open access transmission tariff of the Participating TO.

16.5 Titles. The captions and headings in this TO Tariff are inserted solely to
facilitate reference and shall have no bearing upon the interpretation of any of
the rates, terms, and conditions of this TO Tariff.

16.6 Severability. If any term, covenant, or condition of this TO Tariff or the
application or effect of any such term, covenant, or condition is held invalid as
to any person, entity, or circumstance, or is determined to be unjust,
unreasonable, unlawful, imprudent, or otherwise not in the public interest, by
any court or government agency of competent jurisdiction, then such term,
covenant, or condition shall remain in force and effect to the maximum extent
permitted by law, and all other terms, covenants, and conditions of this TO
Tariff and their application shall not be affected thereby but shall remain in
force and effect. The Parties shall be relieved of their obligations only to the
extent necessary to eliminate such regulatory or other determination, unless a
court or governmental agency of competent jurisdiction holds that such
provisions are not severable from all other provisions of this TO Tariff.

16.7 Preservation of Obligations. Upon termination of this TO Tariff, all
unsatisfied obligations of each Party shall be preserved until satisfied.

16.8 Governing Law. This TO Tariff shall be interpreted, governed by, and
construed under the laws of the State of California, without regard to the
principles of conflict of laws thereof, or the laws of the United States, as
applicable, as if executed and to be performed wholly within the State of
California.

16.9 Appendices Incorporated. The several appendices to this TO Tariff, as may be
revised from time to time, are attached to this TO Tariff and are incorporated by
reference as if fully set forth herein.

16.10  Conflict With ISO Tariff. If a Market Participant identifies a conflict between
the TO Tariff and the ISO Tariff, the Participating TO and the Market
Participant shall make good-faith efforts to resolve the conflict If the patties are
unable to informally resolve that conflict, the Parties may use the ISO ADR
Procedures to resolve it as set forth in Section 14 of this Tariff.

16.11  Conflicting Operating Instructions. In the event a Market Participant receives

conflicting operating instructions from the ISO and one or more Participating
TO(s), if human safety would not knowingly be neither jeopardized nor electric
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16.12

facilities subject to damage while the Market Participant seeks to reconcile the
conflict with the appropriate ISO and Participating TO employees before acting,
the Market Participant should attempt a reconciliation. Otherwise, the Market
Participant shall adhere to ISO Tariff provision 4.2 and follow the ISO’s
instructions. In no event shall a Market Participant be required to follow
operating instructions from the ISO if following those instructions would
knowingly jeopardize human safety.

Conflict With Transfer Capability Lease. For so long as either the
Development Coordination Agreement dated as of March 11, 2009 or the
Transfer Capability Lease dated as of [Date] (attached hereto as Appendices I
and II, respectively) is in full force and effect, Sections 8, 9, and 10 of this TO
Tariff shall be superseded by the corresponding sections of the TO Tariff of San
Diego Gas & Electric.
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DEVELOPMENT COORDINATION AGREEMENT DATED AS OF MARCH 11, 2009
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DEVELOPMENT AND COORDINATION AGREEMENT

This DEVELOPMENT AND COORDINATION AGREEMENT (“DCA”) is made and
entered into as of May 11, 2009 (the “Effective Date”), by and between San Diego Gas &
Electric Company, a California corporation (“SDG&E”), and Citizens Energy Corporation, a
Massachusetts non-profit corporation (“Citizens”). Each of SDG&E and Citizens shall be
referred to herein individually as a “Party” and collectively as the “Parties.”

RECITALS

WHEREAS, SDG&E has been developing a transmission project known as the Sunrise
Powerlink Project to connect the Imperial Valley Substation to its transmission system at a
central location in its service territory (as more fully defined herein, the “Project”);

WHEREAS, SDG&E, Citizens, and the Imperial Irrigation District, an irrigation district
organized under the laws of the state of California (“IID”), executed a Memorandum of
Agreement on March 16, 2006, as amended by a letter agreement executed on June 20, 2006 (as
amended, supplemented, or restated from time to time, the “MOA”), to provide for the
coordinated development by IID, SDG&E and Citizens of portions of the Project;

WHEREAS, in a letter from Stella Mendoza, President of the IID Board of Directors, to
Michael Niggli, Chief Operating Officer of SDG&E, dated November 14, 2007, and in a letter
from Stella Mendoza, President of the IID Board of Directors, to Joseph Kennedy, Chairman and
President of Citizens, dated November 15, 2007, I1ID informed the Parties that it was terminating
its participation under the MOA;

WHEREAS, subject to certain conditions specified herein, the Parties desire to continue
the coordinated development of the Project in a manner consistent with the original intent of the
MOA but in the absence of IID whereby SDG&E will develop, design, permit, engineer,
procure, construct and own the Project, and Citizens will have an option to lease certain interests
or entitlements in the Project.

NOW THEREFORE, and in consideration of the foregoing, and of the mutual promises,
covenants and conditions set forth herein, and other good and valuable consideration, the Parties
hereto, intending to be legally bound by the terms and conditions set forth in this DCA, hereby
agree, subject to the terms and conditions of this DCA, as follows:

ARTICLE L DEFINITIONS; RULES OF INTERPRETATION

Section 1.1  Definitions. As used in this DCA, the following terms shall have the
following meanings unless otherwise stated or the context otherwise requires:

“Affiliate” means, with respect to any Person, any other Person directly or indirectly
controlling or controlled by or under direct or indirect common control of such Person. For
purposes of this definition, “control”, when used with respect to any Person, means the power to
direct or cause the direction of the management and policies of such Person, directly or
indirectly, whether through the ownership of voting securities, by contract or otherwise.



“AFUDC” refers to an Allowance for Funds Used During Construction, recognizing the
cost to SDG&E of financing the development, design, permitting, engineering, procurement, and
construction of the Project.

“Applicable Reliability Standard” means reliability standards established by the Western
Electricity Coordinating Council and reliability standards approved by FERC under Section 215
of the Federal Power Act to provide for reliable operation of the bulk power system.

“BLM” means the Bureau of Land Management, an agency within the United States
Department of the Interior.

“Border Demarcation” means a demarcation point on the Project where the Transfer
Capability interests of the Parties change, which point shall be the border between San Diego
County and Imperial County, as generally depicted in Schedule 1.1.

“Border-East Line” means the proposed 500 kV transmission line that extends east of the
Border Demarcation up to, but not including, the Imperial Valley Substation, as generally
depicted in Schedule 1.1. For the avoidance of doubt, the Border-East Line shall include only
the 500 kV transmission line and shall not include any transmission facilities that may operate at
a lower voltage, or any substation facilities.

“Border-West Facilities” means the proposed 500kV and 230kV transmission lines and
associated facilities extending west of the Border Demarcation, including without limitation, a
proposed 500/230 kV substation located in the east-central portion of SDG&E’s electrical system
and all down-stream 230 kV improvements to one or more existing SDG&E substations and
related transmission facilities and any transmission facilities that may operate at a lower voltage,
as generally depicted in Schedule 1.1.

“Business Day” means any day except Saturday, Sunday or a weekday on which
commercial banks in New York City, New York or San Diego, California are required or
authorized to be closed.

“CAISO” means the California Independent System Operator Corporation if SDG&E is a
member of the California Independent System Operator Corporation, or the successor regional
transmission entity, if any, that has Operational Control over SDG&E’s transmission system and
provides transmission service under rates, terms and conditions regulated by FERC pursuant to
Section 205 of the Federal Power Act if SDG&E is no longer a member of the California
Independent System Operator Corporation, or SDG&E if SDG&E is no longer a member of the
California Independent System Operator Corporation or any such successor regional
transmission entity.

“CAISO Agreements” means the electric tariff at any time filed with FERC by the
CAISO and any other applicable CAISO agreements, tariffs, manuals, protocols or rules setting
forth the rights and obligations of Persons with respect to the CAISO controlled grid, or any
successor electric tariff at any time filed with FERC setting forth the rights and obligations of
Persons with respect to SDG&E’s transmission system.




“CAISO Eligible Customer” means an “Eligible Customer” as defined in the CAISO
Agreements or any other successor customer who is eligible to obtain transmission service
pursuant to the CAISO Agreements.

“CEQA” means the California Environmental Quality Act.
“Citizens” has the meaning set forth in the introductory paragraph hereto.

“Coastal Commission” means the California Coastal Commission.

“Commercial Operation Date” and “COD” means the date on which the Project begins
commercial operation.

“Control Area” means an electric power system or combination of electric power systems
to which a common automatic generation control scheme is applied in order to: (i) match, at all
times, the power output of the generators within the electric power system(s) and capacity and
energy purchased from entities outside the electric power system(s), with the load within the
electric power system(s); (ii) maintain scheduled interchange with other Control Areas, within
the limits of Good Ultility Practice; (iii) maintain the frequency of the electric power system(s)
within reasonable limits in accordance with Good Utility Practice; and (iv) provide sufficient
generating capacity to maintain operating reserves in accordance with Good Ultility Practice.

“CPCN Application” means the August 4, 2006 amended application to the CPUC for the
certificate of public convenience and necessity for the Project (including the “Proponent’s
Environmental Assessment”) and all schedules, exhibits, attachments and appendices thereto
filed on August 4, 2006.

“CPCN Decision” means the “Decision Granting a Certificate of Public Convenience and
Necessity for the Sunrise Powerlink Transmission Project,” and all attachments thereto, issued
by the CPUC on December 24, 2008.

“CPUC” means the California Public Utilities Commission.
“DCA” has the meaning set forth in the introductory paragraph hereto.
“Effective Date” has the meaning set forth in the introductory paragraph hereto.

“Event of Default” has the meaning set forth in Section 9.1 (Events of Default) hereof.

“FERC” means the Federal Energy Regulatory Commission.

“Final EIR/EIS” means the Final Environmental Impact Report/Environmental Impact
Statement, prepared jointly by the CPUC and the BLM, as certified by the CPUC and defined in
the CPCN Decision.

“Force Majeure” means an event or circumstance that prevents one Party from
performing its obligations hereunder, which event or circumstance was not foreseen as of the
date this DCA is entered into, which is not within the control of or the result of the negligence of



the affected Party, and which, by the exercise of due diligence, the Party is unable to mitigate or
avoid or cause to be avoided, including but not limited to (but only to the extent that the
following examples satisfy such definition) (a) acts of God, such as droughts, floods,
earthquakes, and pestilence, (b) fires, explosions, and accidents, (¢) war (declared or undeclared),
riots, insurrection, rebellion, acts of the public enemy, acts of terrorism and sabotage, blockades,
and embargoes, (d) storms and other climatic and weather conditions that are abnormally severe
for the period of time when, and the area where, such storms or conditions occur, including
typhoons, hurricanes, tornadoes and lightning, (e) strikes or other labor disturbances, (f) changes
in permits from Governmental Authorities or the conditions imposed thereunder or the failure to
renew such permits not due to the failure of the affected Party to timely submit applications, and
(g) the enactment, adoption, promulgation, modification, or repeal after the date hereof of any
applicable law. Notwithstanding the foregoing, under no circumstance shall an event of Force
Majeure be based on: (i) changes in market conditions or the economic health of a Party, (ii) the
failure to timely seek, modify, amend or extend permits, approvals, or other required action from
any Governmental Authority, (ii1) any action or inaction by the board of directors of a Party to
the extent that such Party is seeking to excuse its failure to perform as an event of Force
Majeure; and/or (iv) any failure to make payments.

“Good Utility Practice” means any of the practices, methods and acts engaged in or
approved by a significant portion of the electric utility industry during the relevant time period,
or any of the practices, methods and acts which, in the exercise of reasonable judgment in light
of the facts known at the time the decision was made, could have been expected to accomplish
the desired result at a reasonable cost consistent with good business practices, reliability, safety
and expedition. Good Utility Practice is not limited to the optimum practice, method, or act to
the exclusion of all others, but rather to the acceptable practices, methods, or acts generally
accepted in the region, including those practices required by Section 215(a)(3) of the Federal
Power Act.

“Governmental Authority” means any federal, state, local, territorial or municipal
government and any department, commission, board, bureau, agency, instrumentality, judicial or
administrative body thereof.

“IID” has the meaning set forth in the recitals hereto.

“Imperial Valley Substation” means the 500/230 kV substation, including those
modifications necessary to connect the Border-East Line to the existing 500 kV bus, located
southwest of El Centro, California, as generally depicted in Schedule 1.1, and currently owned
by IID and SDG&E as tenants in common pursuant to, and in proportion to the allocation set out
in, that certain California Transmission System Participation Agreement, dated May 1, 1983, as
amended, modified, or supplemented from time to time, between SDG&E and IID.

“MOA” has the meaning set forth in the recitals hereto.
“NEPA” means the National Environmental Policy Act.

“Operational Control” means the rights of the Control Area operator to direct the
operation of transmission facilities and other electric plant in the Control Area affecting the




reliability of those facilities for the purpose of affording comparable, non-discriminatory
transmission access and meeting Applicable Reliability Standards.

“Option” has the meaning set forth in Section 4.2 (Option) hereof.
“Parties” and “Party” have the meanings set forth in the introductory paragraph hereto.

“Person” means any individual, corporation, partnership, limited liability company, joint
venture, trust, unincorporated organization or Governmental Authority.

“Project” means the Sunrise Powerlink Project and more specifically the
“Environmentally Superior Southern Route” identified in the Final EIR/EIS and modified by the
CPCN Decision, and reasonable alterations thereto, as generally depicted in Schedule 1.1. For
purposes hereof, the Project is divided into the following components: the Border-West
Facilities, the Border-East Line, and the Imperial Valley Substation, as generally depicted in
Schedule 1.1.

“Project Schedule” means the schedule for development and construction of the Project
as developed by SDG&E, subject to modification by SDG&E as provided in Section 6.3 (Project
Schedule Revisions).

“PTO” means a Participating Transmission Owner as defined in the CAISO Agreements.

“Required Citizens Regulatory Approvals” means approvals from each Governmental
Authority with authority over Citizens’ leasehold interests or entitlements in the Project,
including FERC, necessary for Citizens to exercise its Option, or to lease and finance its
leasehold interest in the Project, other than those approvals that would not have a material
adverse effect on the exercise of the Option, leasing or financing of Citizens’ leasehold interest
in the Project if not obtained.

“Required Regulatory Approvals” means the Required Citizens Regulatory Approvals,
and the Required SDG&E Regulatory Approvals.

“Required SDG&E Regulatory Approvals” means approvals from each Governmental
Authority with authority over the Project, including the CPUC, the BLM, FERC and the Coastal
Commission, necessary for SDG&E to consummate the transactions contemplated hereunder, or
to develop, design, engineer, procure, construct, commission, own, operate, maintain and finance
the Project, other than (i) those approvals that are not required prior to the start of construction of
the Project, are not subject to the discretionary action of the applicable agency, and otherwise
can be obtained in the ordinary course of business, and (ii) those approvals that would not have a
material adverse effect on the development, design, engineering, procurement, construction,
commissioning, ownership, operation, maintenance or financing of the Project if not obtained.

“SDG&E” has the meaning set forth in the introductory paragraph hereto.

“Target Closing Date” means, as of the Effective Date, May 30, 2012, subject to
modification by SDG&E as provided in Section 6.3 (Project Schedule Revisions) of this DCA,
but in no event on or after the Commercial Operation Date.




“Target COD” means the target Commercial Operation Date, which as of the Effective
Date is June 2012, subject to modification by SDG&E as provided in Section 6.3 (Project
Schedule Revisions) of this DCA.

“Target Construction Date”” means, as of the Effective Date, June 2010, subject to
modification by SDG&E as provided in Section 6.3 (Project Schedule Revisions) of this DCA.

“Term” has the meaning set forth in Section 2.1 (Term) hereof.

“Transfer Capability” means the amount of power (in mega-watts) that can be transferred
over part, or all, of the Project in a reliable manner while meeting all of a specific set of defined
pre-contingency and post-contingency system conditions in accordance with Western Electricity
Coordinating Council standards. The holder of Transfer Capability under the Operational
Control of the CAISO, for the benefit of and made available to CAISO Eligible Customers, is
entitled to all associated rights and revenues from use of the Transfer Capability of the Project as
may be subsequently defined by the CAISO Agreements.

“Transfer Capability Lease” has the meaning set forth in Section 2.2 (Subsequent
Agreements) hereof.

“Useful Life of the Project” means the period during which the Project can provide or is
capable of providing transmission service.

Section 1.2 Rules of Interpretation. Unless otherwise provided herein or the context
otherwise requires, and to the extent consistent with the Parties’ original intent hereunder:
(a) words denoting the singular include the plural and vice versa; (b) words denoting a gender
include both genders; (c) references to a particular part, clause, section, paragraph, article, party,
exhibit, schedule or other attachment shall be a reference to a part, clause, section, paragraph, or
article of, or a party, exhibit, schedule or other attachment to the document in which the
reference is contained; (d) a reference to any statute or regulation includes all statutes or
regulations varying, consolidating or replacing the same from time to time, and a reference to a
statute includes all regulations issued or otherwise applicable under that statute to the extent
consistent with the Parties’ original intent hereunder; (e) a reference to a particular section,
paragraph or other part of a particular statute shall be deemed to be a reference to any other
section, paragraph or other part substituted therefor from time to time; (f) a definition of or
reference to any document, instrument or agreement includes any amendment or supplement to,
or restatement, replacement, modification or novation of, any such document, instrument or
agreement; (g) a reference to any person includes such person’s successors and permitted assigns
in that designated capacity; (h) any reference to “days” shall mean calendar days unless Business
Days are expressly specified; and (i) examples shall not be construed to limit, expressly or by
implication, the matter they illustrate.

ARTICLE II. TERM; OTHER AGREEMENTS

Section 2.1  Term. The “Term” of this DCA shall commence on the Effective Date
and shall end (i) upon the expiration of the Option if such Option has not been exercised, (ii)
upon the end of the thirty-year term of Citizens’ lease of Transfer Capability if the Option has
been exercised, (iii) in the event of mutual written agreement by all Parties that explicitly



supersedes in its entirety or otherwise terminates this DCA, or (iv) as otherwise provided for
herein.

Section 2.2 Subsequent Agreements. The Parties shall develop and, to the extent
Citizens exercises and closes its Option, execute further agreements as may be reasonably
necessary to effectuate the purpose and intent of this DCA including, without limitation, the
principal terms outlined in Articles III (Responsibility for Development, Construction and
Operation of Project) and IV (Ownership and Option) and Schedule 2.2. The Parties expect that
such agreements shall include, without limitation, a lease of Transfer Capability that also
provides for interconnection, operation and maintenance of the Project (the “Transfer Capability
Lease”), and consents, estoppels and other acknowledgements of the foregoing as a Party’s
lenders may reasonably request. The Parties further expect that since they have addressed so
many details regarding the Project, notwithstanding their still being in the development phases of
the Project, a Party’s lenders may seek clarifications, amendments or modifications of this DCA.
In such event, the Parties will exercise good faith efforts to accommodate such requests provided
that no Party is hereby committing itself to any such clarification, amendment or modification of
this DCA which, in such Party’s sole discretion, would impair or interfere with the benefits that a
Party expects to derive from its participation in the Project. In particular, SDG&E and Citizens
shall negotiate a final form of Transfer Capability Lease that provides for the lease of Transfer
Capability, interconnection, operation and maintenance of the Project reasonably acceptable to
each Party, and as further described in Schedule 2.2, by no later than nine months after the
Effective Date. The Parties acknowledge that negotiation of a final form of the Transfer
Capability Lease no later than nine months after the Effective Date is critical to the timely
completion of development and permitting activities hereunder and a material term hereof.

ARTICLE III. RESPONSIBILITY FOR DEVELOPMENT, CONSTRUCTION
AND OPERATION OF PROJECT

Section 3.1  General Responsibility for Development and Construction of the Project.
SDG&E shall be responsible for the development, design, permitting, engineering, procurement
and construction of the Project. SDG&E shall bear all costs for development and construction of
the Project, until such time as Citizens has exercised and closed its Option. SDG&E’s activities
and responsibilities for the Project shall include the acquisition of permits and land rights
necessary to construct the Project, which shall be done in SDG&E’s name and at SDG&E’s
expense, provided that if Citizens exercises its Option, an interest in such permits and land rights
shall be transferred to Citizens to the extent necessary to lease to Citizens its Transfer Capability
in the Project. SDG&E and Citizens shall cooperate in good faith in all activities reasonably
necessary for SDG&E to complete construction and to achieve commercial operation of the
Project by the Target COD.

Section 3.2 Performance Standards. Each Party shall use commercially reasonable
efforts to promote the following objectives:

(a) to minimize capital costs of the Project;

(b) to minimize operational expenses of the Project;



(©) to maximize the Useful Life of the Project;
(d) to minimize the downtime of the Project;
(e) to meet the Project Schedule for the Project;
) not to exceed the budgets for the Project;

(2) to begin construction of the Project on or before the Target
Construction Date;

(h) to complete construction of the Project on or before the Target
COD;

) to incur only those costs which are prudent in accomplishing their
respective purposes.

Section 3.3  Project Documents. SDG&E shall use reasonable efforts (including its
power of condemnation, if necessary) to ensure that any easements, rights-of-way, and other land
rights, procurement contracts, engineering contracts, construction contracts, and other project
documents associated with the Project will not restrict assignment to Citizens to the extent of its
leasehold interest in the Project so that Citizens’ leasehold interest in the Project shall be
transferred promptly to Citizens upon the close of its Option.

ARTICLE 1V. OWNERSHIP AND OPTION

Section 4.1  SDG&E’s Ownership. Except to the extent that Citizens has exercised
and closed the Option, SDG&E shall own 100% of the ownership interests (along with 100% of
the Transfer Capability) in the Project. To the extent that Citizens has exercised and closed the
Option, SDG&E shall continue to own 100% of the ownership interests in the Project subject to
a thirty-year lease to Citizens of 50% of the Transfer Capability on the Border-East Line.

Section 4.2 Option. Subject to Citizens agreeing to a mutually acceptable Transfer
Capability Lease with SDG&E, Citizens shall have the option to lease Transfer Capability in the
Project as follows (the “Option”):

Section 4.2.1 Option to Lease Transfer Capability for a Term. Citizens shall
have the option to lease from SDG&E and, upon Citizens’ exercise of such option,
SDG&E shall have the obligation to lease to Citizens, 50% of the Transfer Capability on
the Border-East Line for a thirty year term, provided that such Transfer Capability shall
revert to SDG&E at no cost to SDG&E, free and clear of any liens or encumbrances,
upon expiration of such thirty year term or upon earlier termination of Citizens’ lease by
reason of an Event of Default under this DCA or a material breach of its obligations
under any subsequent agreements between Citizens and SDG&E as contemplated in this
DCA that is not cured in accordance with the applicable subsequent agreement.

Section 4.2.2 Exercise of Option. Citizens may exercise the Option by
delivering written notice to SDG&E no later than 90 days prior to the Target Closing




Date. If Citizens fails to exercise its Option by the earlier of (i) no later than 90 days
prior to the Target Closing Date and (ii) the 10" anniversary of the Effective Date, such
unexercised Option shall expire.

Section 4.2.3 Closing of Option. The lease of Transfer Capability pursuant to
the exercised Option shall occur as soon as reasonably practical after exercise of the
Option but no later than the Target Closing Date. SDG&E and Citizens shall execute,
acknowledge and deliver any and all documents reasonably necessary to lease such
Transfer Capability and otherwise carry out the terms and conditions of this DCA. Upon
closing of the lease of the Transfer Capability pursuant to the exercised Option, Citizens
shall pay to SDG&E the prepaid rent amount set forth in Section 4.2.4 (Prepaid Rent for
Close of Option). Closing of the Option may be accomplished through use of an escrow
arrangement as mutually agreed by the Parties.

Section 4.2.4 Prepaid Rent for Close of Option. The prepaid rent to be paid by
Citizens for Transfer Capability leased pursuant to exercise of the Option shall be 50% of
the actual cost incurred by SDG&E to develop, design, permit, engineer and construct the
Border-East Line, including AFUDC and payments still due under pending construction
contracts for work to be completed after closing of the Option (provided that SDG&E
shall provide Citizens a good faith estimate of all such costs in writing no later than 90
days prior to the date of closing on the Option). Citizens shall be responsible for
obtaining its own financing for the prepaid rent, and SDG&E has no obligation to provide
or guarantee financing to Citizens if Citizens is unable to secure any part of its financing.

Section 4.2.5 Final Construction Activities Subsequent to Close of Option. After
closing of the lease of Transfer Capability pursuant to an exercised Option, SDG&E shall
provide construction management services to Citizens in order to assist Citizens in
coordinating construction punch list items and all other final construction activities for
the Border-East Line. Citizens will be responsible for 50% of the costs incurred in
completing final construction work on the Border-East Line incurred after closing of the
lease of Transfer Capability, including payments still due under pending construction
contracts, and such payments shall be deemed to be additional prepaid rent.

Section 4.3  Regulatory Approval for Exercise of Option. The Parties acknowledge
and agree that the lease of Transfer Capability in the Project and as described in Section 4.2
(Option) is expressly contingent upon and subject to SDG&E’s receipt of (i) a final,
nonappealable order by the CPUC approving this lease under Section 851 of the California
Public Utilities Code or otherwise, and (ii) a final, nonappealable order by FERC approving this
transaction under the Federal Power Act and SDG&E’s rate methodologies to account for
Citizens’ lease of Transfer Capability in the Project, in each case, in form and substance
acceptable to the Parties, in each Party’s sole discretion. With respect to clause (i) above,
SDG&E will seek any necessary approvals from the CPUC no later than 90 days after the
Effective Date. In order to augment the information available to the CPUC for the foregoing
application, Citizens agrees that no later than 90 days after the Effective Date, Citizens shall file
a petition with FERC seeking a declaratory order approving its rate methodologies for the
recovery of costs associated with its lease of Transfer Capability in the Project including any
incentive rate treatment Citizens may seek. With respect to clause (ii) above, SDG&E will seek




any necessary approvals from FERC promptly after the Parties have agreed to substantially final
forms of the subsequent transaction documents.

ARTICLE V. REGULATORY APPROVALS

Section 5.1 Mutual Cooperation.

Section 5.1.1 SDG&E Regulatory Approvals. SDG&E shall be responsible for
obtaining the Required SDG&E Regulatory Approvals. Citizens agrees to cooperate in
good faith with and assist SDG&E in obtaining the Required SDG&E Regulatory
Approvals.

Section 5.1.2 Citizens Regulatory Approvals. Citizens shall be responsible for
obtaining the Required Citizens Regulatory Approvals. SDG&E agrees to cooperate in
good faith with and assist Citizens in obtaining the Required Citizens Regulatory
Approvals.

ARTICLE VL MANAGEMENT OVERSIGHT AND COMMITTEE STRUCTURE

Section 6.1  Meetings of the Parties. The Parties shall hold regularly scheduled
meetings (no less frequently than monthly during the period when the Project is under
construction and no less frequently than quarterly at all other times prior to COD) for the purpose
of reviewing each Party’s progress in its development, design, permitting, engineering,
procurement, construction, commissioning, financing, operating, and maintenance activities for
the Project. The Parties shall hold regularly scheduled meetings no less frequently than annually
after COD. Either Party may call a special meeting at any time. Reasonable and sufficient
notice of each meeting shall be given to each Party in order to allow full participation.

Section 6.2  Sharing Information.

Section 6.2.1 SDG&E Information. Upon reasonable notice and during regular
business hours, SDG&E shall allow Citizens access to the Project site and provide other
information related to the Project as may be reasonably requested by Citizens, including
but not limited to:

(a) Costing information to ensure that costs for the Project are
allocated to appropriate portions of the Project and that SDG&E
keeps its accounts and provides sufficient information to Citizens
to allow Citizens to review those allocations and accounts on an
on-going basis;

(b) Permitting information;
(©) Plans, specifications, design, or maps of the Project; and

(d) Material contracts that affect the development, design, permitting,
engineering, procurement and construction of the Project.
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Section 6.2.2 Citizens Information. Upon reasonable notice, Citizens shall
provide information related to the Project as may be reasonably requested by SDG&E.

Section 6.3  Project Schedule Revisions. From time to time, SDG&E shall provide
Citizens with revisions in the Project Schedule as soon as practicable after determining the need
for any such revision.

Section 6.4  Final Decisions. Notwithstanding anything to the contrary in this Article
VI (Management Oversight and Committee Structure), SDG&E shall be solely responsible for
and shall make all final decisions with respect to the development, design, permitting,
engineering, procurement, construction, and commissioning of the Project. Any disputes
regarding whether or not SDG&E has complied with its obligations under this DCA (including
its obligations under Section 3.2 (Performance Standards)) shall be resolved by the dispute
resolution procedures under Article X (Dispute Resolution).

ARTICLE VII. FORCE MAJEURE

Section 7.1  Force Majeure. Notwithstanding anything in this DCA to the contrary, if a
Party’s performance is impacted by Force Majeure, the affected Party shall be excused from
performing its affected obligations under this DCA (other than the obligation to make payments
with respect to obligations arising prior to the event of Force Majeure) and shall not be liable for
damages or other liabilities due to its failure to perform, during any period that such Party is
unable to perform due to an event of Force Majeure; provided, however, that the Party declaring
an event of Force Majeure shall: (i) act expeditiously to resume performance; (ii) exercise all
commercially reasonable efforts to mitigate or limit damages to the other Parties; and (iii) fulfill
the requirements set forth in Section 7.2 (Notification).

Section 7.2 Notification. A Party unable to perform under this DCA due to an event
of Force Majeure shall: (i) provide prompt written notice of such event of Force Majeure to the
other Party, which shall include an estimate of the expected duration of the Party’s inability to
perform due to the event of Force Majeure; and (ii) provide prompt notice to the other Party
when performance resumes.

ARTICLE VIIL WITHDRAWAL

Section 8.1  Withdrawal. SDG&E shall have the right to withdraw from and terminate
this DCA immediately and be under no obligation to pursue additional development activities if:
(a) any of the applications for the Required Regulatory Approvals is denied, or is approved with
conditions that are unacceptable to SDG&E or otherwise materially inconsistent with the Project
as described herein; (b) the receipt of any Required Regulatory Approval is delayed such that
SDG&E will not be able to reasonably complete construction activities until twelve months after
the Target COD; (c) FERC issues a final and binding order that would preclude SDG&E from
recovering, in SDG&E’s reasonable estimation, a return of and on any portion of its investment
in the Project; or (d) it is no longer reasonably feasible for SDG&E to continue development,
design, permitting, engineering, procurement and construction activities for the Project.

Section 8.2  Notice. SDG&E must provide notice to Citizens within thirty days of its
determination that it is withdrawing pursuant to this Article VIII (Withdrawal).
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Section 8.3  Reinstatement. If at any time within five years of the Effective Date,
SDG&E resumes development of the Project after it has withdrawn from the Project and
terminated this DCA under Section 8.1 (Withdrawal) (“Project Recommencement”), then such
termination shall no longer be effective and this DCA shall be automatically reinstated with
reasonable extensions to the dated terms of this DCA. The effect of such Project
Recommencement and reinstatement of this DCA is intended to provide Citizens with a renewed
opportunity to hold the Option to lease Transfer Capability in the Project in the manner provided
for in this DCA.

ARTICLE IX. EVENTS OF DEFAULT; REMEDIES

Section 9.1  Events of Default. The occurrence of any one of the following shall
constitute an “Event of Default”:

(a) A Party shall fail to make payments for amounts due under this
DCA within thirty days after notice that such payment is past due;

(b) A Party shall fail to comply with any other material provision of
this DCA, and any such failure shall continue uncured for thirty
days after notice thereof, provided that if such failure is not
capable of being cured within such period of thirty days with the
exercise of reasonable diligence, then such cure period shall be
extended for an additional reasonable period of time so long as the
defaulting Party is exercising commercially reasonable efforts to
cure such failure;

(©) Any representation made by a Party hereunder shall fail to be true
in any material respect at the time such representation is given and
such failure shall not be cured within thirty days after notice
thereof by a non-defaulting Party;

(d) Any of Citizens’ Transfer Capability in the Project shall fail to be:

(1) provided for the benefit of and made available to CAISO
Eligible Customers at rates, terms and conditions deemed
just and reasonable and not unduly discriminatory by FERC
pursuant to Section 205 of the Federal Power Act, or

(i1) in the Control Area and under the Operational Control of
the CAISO;

and any such failure shall continue uncured for ninety days after
notice thereof from SDG&E to Citizens.

Section 9.2 Limitation on Damages. No Party shall be liable under this DCA for
consequential, incidental, punitive, exemplary or indirect damages, lost profits or other business
interruption damages, by statute, in tort or contract, under any indemnity provision or otherwise.
The provisions of this Section 9.2 (Limitation on Damages) shall not be construed to relieve any
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insurer of its obligation to pay any insurance proceeds in accordance with the terms and
conditions of valid and enforceable insurance policies.

Section 9.3  Remedies. Subject to Article X (Dispute Resolution), if an Event of
Default occurs and is continuing, the non-defaulting Parties shall have the right to pursue all
remedies available at law or in equity, including without limitation, the right to institute an
action, suit or proceeding in equity for specific performance of the obligations under this DCA.

ARTICLE X. DISPUTE RESOLUTION

Section 10.1 Intent of the Parties. The sole procedure to resolve any claim arising out
of or relating to this DCA or any related agreement is the dispute resolution procedure set forth
in this Article X (Dispute Resolution); provided, however, that either Party may seek a
preliminary injunction or other provisional judicial remedy if such action is necessary to prevent
irreparable harm or preserve the status quo, in which case both Parties nonetheless will continue
to pursue resolution of the dispute by means of this procedure and nothing in this Section 10.1
shall restrict the rights of any party to file a complaint with the FERC under relevant provisions
of the Federal Power Act.

Section 10.2 Management Negotiations. The Parties will attempt in good faith to
resolve any controversy or claim arising out of or relating to this DCA or any related agreements
by prompt negotiations between each Party’s authorized representative. If the matter is not
resolved thereby, either Party’s authorized representative may request in writing that the matter
be referred to the designated senior officers of their respective companies that have corporate
authority to settle the dispute. Within five Business Days after such referral date (the “Referral
Date”), each Party shall provide one another Notice confirming the referral and identifying the
name and title of the senior officer who will represent such Party. Within five Business Days
after such Referral Date, the senior officers shall establish a mutually acceptable location and
date to meet which shall not be greater than thirty days after such Referral Date. After the initial
meeting date, the senior officers shall meet, as often as they reasonably deem necessary, to
exchange relevant information and to attempt to resolve the dispute. All communication and
writing exchanged between the Parties in connection with these negotiations shall be confidential
and shall not be used or referred to in any subsequent binding adjudicatory process between the
Parties. If the matter is not resolved within forty-five days of such Referral Date, or if either
Party refuses or does not meet within the thirty Business Day period specified above, either Party
may initiate arbitration of the controversy or claim by providing notice of a demand for binding
arbitration at any time thereafter.

Section 10.3  Arbitration. Any dispute that cannot be resolved by management
negotiations as set forth in Section 10.2 (Management Negotiations) above shall be resolved
through binding arbitration by a retired judge or justice from the American Arbitration
Association panel conducted in San Diego, California, administered by and in accordance with
American Arbitration Association Commercial Arbitration Rules.

(a) The Parties shall cooperate in good faith with one another in
selecting the arbitrator within sixty days after Notice of the
demand for arbitration. Absent mutual agreement on a different
method of selecting an arbitrator within fifteen days of a demand
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(b)

(©

(d)

for arbitration, the Parties shall request a list of potential arbitrators
having the minimum qualifications set forth in this Section 10.3
from the Commercial Roster of the American Arbitration
Association. Each Party shall then strike the potential arbitrators
unacceptable to it, and the Parties shall exchange lists of strikes
until either (i) they have selected a single eligible and available
arbitrator by mutual agreement, or (ii) they have selected a list of
not more than five arbitrators acceptable to each Party. In the
latter case, the Parties (if unable to agree on a single arbitrator)
shall provide the list of five arbitrators to American Arbitration
Association and request the American Arbitration Association to
select the arbitrator. Any arbitrator shall have no affiliation with,
financial or other interest in, or prior employment with either Party
and shall have a minimum of ten years experience in the field of
the dispute.

Each Party shall provide the documents in its possession, custody
or control which it believes to support its position in arbitration to
the other Party within thirty days of the demand, and shall
supplement its provision of such documents in a reasonable
manner as additional documents come to light. Each Party shall be
entitled to make not more than two requests for production of
documents prior to the commencement of the hearing. Depositions
shall be limited to a maximum of three per Party and shall be held
within thirty days of the making of a request. Additional
depositions may be scheduled only with the permission of the
arbitrator, and for good cause shown. Each deposition shall be
limited to a maximum of seven hours duration unless otherwise
permitted by the arbitrator for good cause shown. All objections
are reserved for the arbitration hearing except for objections based
on privilege and proprietary and confidential information. The
arbitrator shall also have discretion to order the Parties to exchange
relevant documents. The arbitrator shall also have discretion to
order the Parties to answer not more than twenty-five
interrogatories (including subparts), upon good cause shown.

The arbitrator’s award shall be made within nine months of the
filing of the notice of intention to arbitrate (demand) and the
arbitrator shall agree to comply with this schedule before accepting
appointment. However, this time limit may be extended for one
period of up to thirty days by agreement of the Parties or by the
arbitrator, if necessary.

The prevailing Party in this dispute resolution process is entitled to
recover its costs, including reasonable attorneys’ fees, as
determined by the arbitrator. Until such award is made, however,
the Parties shall share equally in paying the costs of the arbitration.
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(e) The arbitrator shall have the authority to grant dispositive motions
prior to the commencement of or following the completion of
discovery if the arbitrator concludes that there is no material issue
of fact pending before the arbitrator.

® The existence, content, and results of any arbitration hereunder
shall be confidential information subject to the provisions of
Section 12.3 (Confidentiality).

Section 10.4 Enforcement of Award. By execution and delivery of this DCA, each
Party hereby (a) accepts and consents to the use of binding arbitration pursuant to the American
Arbitration Association’s Commercial Arbitration Rules and other procedures described in this
Article X (Dispute Resolution), and, solely for purposes of the enforcement of an arbitral award
under this Section 10.4 (Enforcement of Award), to the jurisdiction of any court of competent
jurisdiction, for itself and in respect of its property, and (b) waives, solely for purposes of the
enforcement of an arbitral award under this Section 10.4 (Enforcement of Award), in respect of
both itself and its property, all defenses it may have as to or based on jurisdiction, improper
venue or forum non conveniens. Each Party hereby irrevocably consents to the service of
process or other papers by the use of any of the methods and to the addresses set out for the
giving of notices in Section 12.1 (Notices) hereof. Nothing herein shall affect the right of each
Party to serve such process or papers in any other manner permitted by law.

Section 10.5 Performance during Arbitration. While resolution of any dispute is
pending, each Party shall continue to perform its obligations hereunder (unless such Party is
otherwise entitled to suspend its performance hereunder or terminate this DCA in accordance
with the terms hereof), and no Party shall refer or attempt to refer the matter in dispute to a court
or other tribunal in any jurisdiction, except as provided in this Article X (Dispute Resolution).

ARTICLE XI. REPRESENTATIONS AND WARRANTIES
Section 11.1 SDG&E. SDG&E represents and warrants to the other Parties as follows:

Section 11.1.1 Organization and Existence. SDG&E is a duly organized and
validly existing corporation in good standing under the laws of the State of California and
is qualified to transact business in all jurisdictions where the ownership of its properties
or its operations require such qualification, except where the failure to so qualify would
not have a material adverse effect on its financial condition, its ability to own its
properties or transact its business, or to carry out the transactions and activities
contemplated hereby.

Section 11.1.2 Execution, Delivery and Enforceability. SDG&E has full
corporate power and authority to carry on its business as now conducted, enter into, and
to carry out its obligations under this DCA. The execution, delivery and performance by
SDG&E of this DCA, and the consummation of the transactions and activities
contemplated under this DCA, have been duly authorized by all necessary corporate
action required on the part of SDG&E. This DCA has been duly and validly executed
and delivered by SDG&E and constitutes the valid and legally binding obligations of
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SDG&E, enforceable against SDG&E in accordance with its terms, except as such
enforceability may be limited by bankruptcy, insolvency, reorganization, moratorium or
other similar laws of general application relating to or affecting the enforcement of
creditors’ rights and by general equitable principles.

Section 11.1.3 No Violation. Subject to the receipt of all Required SDG&E
Regulatory Approvals and the approvals from the CPUC and FERC described in Section
4.3 (Regulatory Approval for Exercise of Option), none of the execution and delivery of
this DCA, the compliance with any provision hereof, nor the consummation of the
transactions and activities contemplated hereby will: (1) violate or conflict with, or result
in a breach or default under, any provisions of the Articles of Incorporation or Bylaws of
SDG&E; (2) violate or conflict with, or result in a breach or default under, any applicable
law or regulation of any Governmental Authority.

Section 11.2  Citizens. Citizens represents and warrants to the other Parties as follows:

Section 11.2.1 Organization and Existence. Citizens is a duly organized and
validly existing corporation in good standing under the laws of the Commonwealth of
Massachusetts and is qualified to transact business in all jurisdictions where the
ownership of its properties or its operations require such qualification, except where the
failure to so qualify would not have a material adverse effect on its financial condition, its
ability to own its properties or transact its business, or to carry out the transactions and
activities contemplated hereby.

Section 11.2.2 Execution, Delivery and Enforceability. Citizens has full corporate
power and authority to carry out its obligations under this DCA. The execution, delivery
and performance by Citizens of this DCA, and the consummation of the transactions and
activities contemplated under this DCA, have been duly authorized by all necessary
corporate action required on the part of Citizens. This DCA has been duly and validly
executed and delivered by Citizens and constitutes the valid and legally binding
obligations of Citizens, enforceable against Citizens in accordance with its terms, except
as such enforceability may be limited by bankruptcy, insolvency, reorganization,
moratorium or other similar laws of general application relating to or affecting the
enforcement of creditors’ rights and by general equitable principles.

Section 11.2.3 No Violation. Subject to the receipt of all Required Citizens
Regulatory Approvals and the approvals from the CPUC and FERC described in Section
4.3 (Regulatory Approval for Exercise of Option), none of the execution and delivery of
this DCA, the compliance with any provision hereof, nor the consummation of the
transactions and activities contemplated hereby will: (1) violate or conflict with, or result
in a breach or default under, any provisions of the Articles of Incorporation or Bylaws of
Citizens; or (2) violate or conflict with, or result in a breach or default under, any
applicable law or regulation of any Governmental Authority.

Section 11.2.4 No Objection to Current Design. Citizens has reviewed SDG&E’s
CPCN Application, the Final EIR/EIS, and the CPCN Decision, and after due inquiry, it
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accepts the proposed schedule, plans, specifications, and design of the Project to the
extent described therein.

ARTICLE XII. MISCELLANEOUS

Section 12.1 Notices. Unless otherwise specified herein, all notices shall be in writing
and delivered by hand, overnight mail or facsimile (provided a copy is also sent by overnight
mail) to the applicable addresses below. Notice shall be effective on the next Business Day after
itis sent. A Party may change its address for notices by providing notice of the same in
accordance with this Section 12.1 (Notices).

If to SDG&E:

San Diego Gas & Electric

8330 Century Park Court

San Diego, CA 92123

Attention: Vice President — Sunrise Powerlink
Fax: 858-650-6106

With a copy to:

San Diego Gas & Electric

8330 Century Park Court

San Diego, CA 92123

Attention: Vice President and Associate General Counsel
Fax: 619-696-4582

If to Citizens:

Citizens Energy Corporation

88 Black Falcon Ave. Suite 342
Boston, MA 02210

Attention: Chief Operating Officer
Fax: 617-542-4487

With a copy to:

Duncan & Allen

1575 Eye Street, N.-W.

Washington, D.C., 20005

Attention: Counsel to Citizens Energy Corporation
Fax: 202-289-8450

Section 12.2  Assignment.

Section 12.2.1 General. Any time prior to COD, Citizens shall not assign this
DCA, or its rights or obligations hereunder, without the prior written consent of SDG&E which
may be granted or withheld in its sole discretion. At any time after COD with respect to Citizens
and at all times with respect to SDG&E, neither Party shall assign this DCA, or its rights or
obligations hereunder, without the prior written consent of the other Party, such consent not to be
unreasonably withheld or delayed; provided that, no such consent shall be required for (i) a
collateral assignment of, or creation of a security interest in, this DCA in connection with any
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financing or other financial arrangements, or (i1) an assignment in connection with the merger of
a Party with, or the acquisition of substantially all of the transmission assets of a Party by, an
entity with an equal or greater credit rating and with the legal authority and operational ability to
satisfy the obligations of the assigning Party. Any change of control of a Party (or of any parent
entity holding directly or indirectly at least fifty percent of the equity interest in such Party if
such interest constitutes more than thirty percent of the value of such parent entity) whether
voluntary or by operation of law shall be deemed an assignment hereunder. Any assignment in
violation of this Section 12.2 (Assignment) shall be null and void.

Section 12.2.2 Right of First Refusal. Except in connection with (i) a collateral
assignment under clause (i) of Section 12.2.1 above or (ii) any foreclosure sale or deed in lieu of
foreclosure in connection with the exercise of remedies under such collateral assignment,
SDG&E shall have the right of first refusal with respect to any proposed assignment by Citizens
of all or any portion of its interest in this DCA or the Project. In the event Citizens receives a
bona fide offer from an unaffiliated third party to purchase all or any portion of the interest of
Citizens in this DCA (or the Project) that Citizens desires to accept, Citizens shall provide
SDG&E with a copy of the bona fide third party purchase offer within five (5) Business Days
following such receipt. For a period of 90 days following SDG&E’s receipt of the bona fide
third party purchase offer, SDG&E shall have the right to purchase such interest as set forth in
the offer on the same terms and conditions set forth in such offer and to conduct due diligence
regarding the contemplated purchase. In the event that SDG&E elects to exercise its right,
SDG&E and Citizens shall close the purchase and sale of the interest in this DCA (and the
Project) upon the terms and conditions contained in the offer. In the event that SDG&E elects
not to exercise its right and subject to SDG&E’s prior written consent under Section 12.2.1
above, Citizens shall be free to sell such interest to the third party that made the offer on terms
and conditions no less favorable to Citizens than those contained in the offer. In the event that
such sale is not consummated within twelve (12) months following SDG&E’s failure to exercise
this right of first refusal, then SDG&E’s right of first refusal shall be revived with respect to such
sale. In the event that there is a material revision in any offer in favor of any prospective
purchaser, then SDG&E’s right of first refusal shall be revived so that SDG&E again has the
right of first refusal to purchase the interest in this DCA (and the Project) on the revised terms.

Section 12.3  Confidentiality. During the term of this DCA and for a period of three
years after the expiration or termination of this DCA, the Parties shall keep confidential any
confidential information relating to the Project obtained from the other Parties, and shall refrain
from using, publishing or revealing such confidential information without the prior written
consent of the Party whose confidential information the disclosing Party is seeking to disclose,
unless (a) compelled to disclose such document or information to a securities exchange or by
judicial, regulatory or administrative process or other provisions of law; (b) such document or
information is generally available to the public; (c) such document or information was available
to the disclosing Party on a non-confidential basis; (d) such document or information was
available to the disclosing Party on a non-confidential basis from a third-party, provided that the
disclosing Party does not know, and, by reasonable effort, could not know that such third-party is
prohibited from transmitting the document or information to the receiving Party by a contractual,
legal or fiduciary obligation; or (e) such document or information is necessary to support a rate
case or other regulatory filing with a Governmental Authority, provided that, the Party disclosing
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such document or information must make reasonable efforts to maintain confidentiality with
respect to any proprietary information.

Section 12.4 Public Relations. The Parties will cooperate in good faith with each other
and, to the extent reasonable, seek mutual approval with respect to any public announcements
regarding the Project.

Section 12.5 Governing Law. This DCA and the obligations hereunder shall be
governed by the Laws of the State of California, without regard to principles of conflicts of law.

Section 12.6 No Amendments or Modifications. This DCA shall not be amended,
modified, terminated, discharged or supplemented, nor any provision hereof waived, unless
mutually agreed to in writing by all of the Parties. If and to the extent that the CAISO
Agreements are amended or modified such that a Party or the Parties can no longer comply with
the terms of this DCA, the Parties shall negotiate in good faith to amend or modify this DCA to
effectuate the same intent and essential purpose of this DCA as of the Effective Date in light of
the CAISO Agreements amendment or modification.

Section 12.7 Delay and Waiver. Except as otherwise provided in this DCA, no delay or
omission to exercise any right, power or remedy accruing to the respective Parties hereto upon
any breach or default of any other Party under this DCA shall impair any such right, power or
remedy, nor shall it be construed to be a waiver of any such similar breach or default thereafter
occurring; nor shall any waiver of any single breach or default be deemed a waiver of any other
breach or default theretofore or thereafter occurring. Any waiver, permit, consent or approval of
any kind or character of any breach or default under this DCA, or any waiver of any provision or
condition of this DCA, must be in writing and shall be effective only to the extent specifically set
forth in such writing.

Section 12.8 Entirety. This DCA constitutes the entire agreement between the Parties
hereto. There are no prior or contemporaneous agreements or representations affecting the same
subject matter other than those herein expressed. Specifically, this DCA supersedes the MOA in
its entirety.

Section 12.9 Relationship of the Parties. Except as otherwise set forth herein, this DCA
shall not make any of the Parties partners or joint venturers one with the other, nor make any the
agent of the others. Except as otherwise explicitly set forth herein, no Party shall have any right,
power or authority to enter into any agreement or undertaking for, or act on behalf of, or to act as
or be an agent or representative of, or to otherwise bind, the other Party. Notwithstanding
anything to the contrary, no fiduciary duty or fiduciary relationship shall exist between the
Parties.

Section 12.10 Good Faith. In carrying out its obligations and duties under this DCA,
each Party shall have an implied obligation of good faith.

Section 12.11 Successors and Assigns. This DCA shall inure to the benefit of, and be
binding upon, the Parties hereto and their respective successors and permitted assigns.
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Section 12.12 Third Parties. This DCA is intended solely for the benefit of the Parties.
Nothing in this DCA shall be construed to create any duty or liability to, or standard of care with
reference to, any Person other than the Parties.

Section 12.13 Headings. The headings contained in this DCA are solely for the
convenience of the Parties and should not be used or relied upon in any manner in the
construction or interpretation of this DCA.

Section 12.14 Counterparts. This DCA may be executed in one or more counterparts,
each of which shall be deemed an original.

Section 12.15 Time is of the Essence. Each of the Parties acknowledges that timely
achievement of commercial operation of the Project is essential, and therefore time is of the
essence in performing all obligations set forth herein.

[Signature page follows]
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IN WITNESS WHEREQOF, the Parties have signed this Development and Coordination
Agreement as of the Effective Date.
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SCHEDULE 1.1

Project Diagram
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SCHEDULE 2.2

PRINCIPLE TERMS

A. ALLOCATION ASSUMING CLOSE OF OPTION

COST TRANSFER
ELEMENTS OF PROJECTS | RESPONSIBILITY OWNERSHIP CAPABILITY
Imperial Valley Substation 100% SDG&E* 100% SDG&E* 100% SDG&E/CAISO*
Border-East Line 50% Citizens** 100% SDG&E** | 50% Citizens/CAISO**
50% SDG&E** 50% SDG&E/CAISO**
Border-West Facilities 100% SDG&E 100% SDG&E 100% SDG&E/CAISO
* Subject to that certain California Transmission System Participation Agreement, dated May 1, 1983, as amended,

modified, or supplemented from time to time, between SDG&E and IID.

ok Assumes that Citizens closes on its Option and all of the Border-East Line is comprised of 500kV facilities.
The allocation of costs and Transfer Capability interests are subject to future modification as a result of SDG&E
funding upgrades, renewals and replacements to the Project as described herein. Citizens will fund its share of the costs
as prepaid rent for use of the Transfer Capability.

B. Other Material Terms of Transfer Capability Lease and Other Subsequent Agreements

As provided in the Recitals and Section 2.2 (Subsequent Agreements) of this DCA, to the
extent Citizens exercises and closes its Option, the Parties intend to enter into a Transfer
Capability Lease and other subsequent agreements to provide for the interconnection, operation
and maintenance of the Project:

1. Control Area. For the Useful Life of the Project, the Project shall remain in the
Control Area of the CAISO.

2. Operational Control Over Citizens Transfer Capability. Citizens shall assign to the
CAISO Operational Control of its Transfer Capability on the Project. Citizens shall obtain and
maintain status comparable to that of SDG&E in any regional transmission entity in which
SDG&E participates with status comparable to a PTO.

3. Citizens Rates.

3.1.  Regulation of Citizens’ Rates: Citizens shall file or cause to be filed with
FERC, a transmission service tariff for recovery of its costs associated with its Transfer
Capability in the Project. Citizens’ Transfer Capability on the Project shall be provided
for the benefit of and made available to CAISO Eligible Customers at rates, terms and
conditions deemed just and reasonable and not unduly discriminatory by FERC pursuant
to Section 205 of the Federal Power Act.

3.2.  Citizens’ Cost Recovery Methodology: Citizens shall seek from FERC a
cost recovery methodology that provides cost recovery to Citizens limited to the recovery
of the following transmission costs:
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3.2.1. Operating Costs: Citizens shall seek recovery of all reasonably
and prudently incurred costs for operation and maintenance on an annual
formulaic basis, including administrative and general activities (and any sales, use
or excise tax), directly attributable to Citizens’ Transfer Capability on the Project
as recorded in FERC accounts 560-573, and 920-935 under the FERC Uniform
System of Accounts.

3.2.2. Capital Requirements: Citizens shall seek recovery for all other
costs associated with its Transfer Capability on the Project at a fixed rate that is
no higher than the rate SDG&E could recover at the time of COD if SDG&E held
Citizens’ Transfer Capability. This rate is intended to cover all costs associated
with Citizens’ Transfer Capability (other than Operating Costs described above)
including prepaid rent and other costs of Transfer Capability, debt service,
capitalized interest, liquidity reserves, taxes (other than sales, use, or excise taxes
which are addressed in Section 3.2.1 above), charitable contributions, and any and
all other costs. For purposes of determining the rate SDG&E could recover at the
time of COD if SDG&E held Citizens’ Transfer Capability, the Parties agree to
use the model attached hereto as Exhibit 2.2A.

3.2.2.1. The model calculates a theoretical annual rate (for a
fifty-eight-year depreciable life) that SDG&E could recover at the time of
COD if SDG&E held Citizens’ Transfer Capability and then amortized
that rate over a thirty year period on a level basis each year based on fixed
and variable parameters set forth in the model to produce a theoretical
levelized annual amount (the “SDG&E Representative Rate”). The only
variable parameters that shall be entered into the model to determine the
SDG&E Representative Rate are: (1) five-day average Moody’s Aa 30-
year Utility Bond Index as set forth in the Bloomberg LLC system,
mnemonic MOODUAA, (2) the actual Costs of Transfer Capability
(defined below), and (3) the portion of the actual Costs of Transfer
Capability that is actual SDG&E AFUDC. The phrase “Costs of Transfer
Capability” shall mean 101% of the sum of the prepaid rent of Citizens’
Transfer Capability as determined in the DCA plus all reasonably incurred
project costs, development costs, regulatory costs, transactional costs,
sales costs, use or excise tax costs, and Financing Costs (defined below)
incurred by Citizens allocated to its Transfer Capability. The phrase
“Financing Costs” shall mean (a) with respect to any bridge financing that
Citizens may consummate prior to the term financing that Citizens will
consummate for the final acquisition of its Transfer Capability, all
reasonable and customary financing costs, including without limitation,
lenders’ fees, consultants’ fees (for Citizens and its lenders), lawyers’ fees
(for Citizens and its lenders), and interest associated with such bridge
financing, and (b) with respect to the term financing that Citizens will
consummate for the final acquisition of its Transfer Capability, all
reasonable and customary consultants’ fees (for Citizens and its lenders),
lawyers’ fees (for Citizens and its lenders), and capitalized interest
charged prior to commencement of rate recovery, and excluding any
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lenders’ fees and any amounts set aside for reserve accounts. For
purposes of clarity, the extra one percent is intended to account for, among
other costs, the ordinary and customary lenders’ fees that SDG&E would
have incurred if it held Citizens’ Transfer Capability.

3.2.2.2. The following parameters, among others, are
constants in the model and shall not be reset at any time in determining the
SDG&E Representative Rate: (1) SDG&E return on equity fixed at
11.35%, (2) SDG&E capital structure fixed at 50% equity and 50% debt,
(3) SDG&E property tax rate fixed at 1.246%, and (4) SDG&E composite
state and federal income tax rate fixed at 40.75%. For purposes of
explanation, the model also calculates the following parameters, among
others, in determining the SDG&E Representative Rate: (1) SDG&E
estimated debt rate for 30 years which is the five-day average Moody’s Aa
30-year Utility Bond Index less 38 basis points, (2) SDG&E weighted
average cost of capital which is the weighted average (based on the
SDG&E fixed capital structure) of the SDG&E return on equity and the
SDG&E estimated debt rate, and (3) SDG&E discount rate which is equal
to the SDG&E weighted average cost of capital. The example attached
hereto as Exhibit 2.2B sets forth the SDG&E Representative Rate for a
five-day average Moody’s Aa 30-year Utility Bond Index equal to 6.00%
and a Cost of Transfer Capability equal to $1,000,000.

3.2.2.3. At the time Citizens files an application seeking
FERC approval of its annual fixed rate methodology for recovery of the
costs described in this Section 3.2.2, Citizens shall demonstrate that its
proposed rate methodology results in an annual fixed rate that is no greater
than the SDG&E Representative Rate.

3.2.24. For purposes of determining whether Citizens has a
fixed rate that is no higher than the rate SDG&E could recover at the time
of COD if SDG&E held Citizens’ Transfer Capability in compliance with
this Section 3.2.2, the Parties shall compare the SDG&E Representative
Rate against Citizens’ FERC-approved annual fixed rate for recovery of
the costs described in this Section 3.2.2 at such time as Citizens
consummates the debt financing transaction for its Transfer Capability in
the Project and at such time as Citizens’ submits its compliance filing to
FERC showing its actual rates based on the FERC-approved annual fixed
rate methodology.

3.2.2.5. In the event Citizens is able to demonstrate a rate to
the FERC that is higher than the SDG&E Representative Rate, then
Citizens agrees to limit or cap its rate request before the FERC to be the
SDG&E Representative Rate.

3.3.  Waiver of Section 205/206 Rights: Except to the extent a change in law,
rule, or regulation results in any new taxes, income taxes, property taxes, fees or other
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charges being levied by a Governmental Authority, to the fullest extent permitted by
applicable law, Citizens, for itself and its successors and assigns, shall waive any rights it
can or may have, now or in the future, whether under Sections 205 and/or 206 of the
Federal Power Act or otherwise, to seek to obtain from FERC by any means, directly or
indirectly (through complaint, investigation or otherwise), and Citizens covenants and
agrees not at any time to seek to so obtain, an order from FERC changing the FERC-
approved fixed rate for recovery of the costs described in Section 3.2.2 above. For the
avoidance of doubt, to the extent a change in law, rule, or regulation results in any new
taxes, income taxes, property taxes, fees or other charges being levied by a Governmental
Authority, Citizens may seek approval for inclusion in its rates an allowance to recover
any such new taxes, income taxes, property taxes, fees or other charges. SDG&E shall
fully support, through timely intervention and active participation in any proceeding
relating to or affecting Citizens’ rates, Citizens’ recovery and implementation of rates
conforming to the provisions of this DCA in accordance with Section 205 of the Federal
Power Act and orders issued by FERC thereunder in order that Citizens may acquire,
finance, operate and maintain its leasehold interest in the Project. SDG&E acknowledges
that among other things, Citizens will seek recovery of and SDG&E will support Citizens
as a PTO seeking to recover from CAISO Eligible Customers in its transmission revenue
requirement for the Project (a) all prudently incurred pre-commercial operations costs in
current rates, (b) all costs of abandoned facilities, provided such abandonment is due to
factors beyond Citizens’ control, and (c) all capital requirements as described in Section
3.2.2 above. SDG&E’s support shall include providing FERC with assurances that all
costs sought to be recovered by Citizens through its rates that were originally incurred by
SDG&E were prudently incurred.

3.4. Credits. Citizens shall be required to credit to CAISO Eligible Customers
any revenues that are derived from, or associated with, Citizens’ lease of Transfer
Capability on the Project that are in addition to its cost-of-service recovery described
above.

3.5. SDG&E. If SDG&E is no longer part of a regional transmission entity
that has Operational Control over SDG&E’s transmission system during the term in
which Citizens leases Transfer Capability on the Project, SDG&E shall ensure that
Citizens can recover any and all of the costs specified above as if Citizens were still
recovering these costs under its FERC-filed and accepted transmission service tariff.
While SDG&E is part of a regional transmission entity that has Operational Control over
SDG&E’s transmission system, SDG&E shall not be responsible to guarantee or
financially support Citizens’ cost recovery.

4. Low Income Energy Programs: Among any other contributions Citizens may elect to
make, Citizens agrees that it shall make a contribution each year equal to 50% of Citizens’
profits attributable to assets located in Imperial County to programs assisting low income
families of Imperial County.

5. Operation, Maintenance, Upgrades, Interconnection.
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5.1.  Operation and Maintenance. The Parties agree that SDG&E shall be
responsible for operations and maintenance services for the Project. SDG&E shall
charge Citizens the actual costs incurred for the operations and maintenance associated
with Citizens’ proportionate share of the Project, plus applicable overheads, and shall
perform its services in accordance with all regulations and Good Utility Practice,
including CAISO standards.

5.2.  Future Increases in Transfer Capability. To the extent of their
proportionate share of Transfer Capability, SDG&E and Citizens will share pro rata any
increases in the Transfer Capability on the Project resulting from changes to the
configuration of adjoining systems or upgrades to adjoining systems, including the
systems of SDG&E and IID beyond the Project.

5.3.  Future Upgrades in Transfer Capability. SDG&E shall be solely entitled
to develop, design, engineer, procure, construct, commission, own, operate, maintain and
finance any upgrades to the Project after the Commercial Operation Date for purposes of
increasing the Transfer Capability of the Project. SDG&E shall be solely responsible to
pay the costs of such upgrades and will be entitled to all increases in Transfer Capability
resulting from such upgrades. For example, if the Border-East Line were rated at
1000MW and a $10 million upgrade to the Border-East Line would cause the rating to
increase by 200MW, and at the time of the upgrade, Citizens and SDG&E each hold a
50% share of the Transfer Capability on the Border-East Line, then SDG&E would be
responsible for funding the $10 million and Citizens would not have any funding
obligation for such upgrade. As a result of the upgrade, SDG&E’s proportionate share of
Transfer Capability on the Border-East Line would increase from 50% (500 MW) to
58.33% (700 MW), and Citizens proportionate share would be reduced from 50% (500
MW) to 41.67% (500 MW).

5.4.  Future Replacement and Renewal. To the extent that during the Useful
Life of the Project additional capital investment is needed for replacement or renewal of
facilities of the Project, SDG&E shall be responsible for all costs of such replacement or
renewal. As aresult, each Party’s proportionate share of Transfer Capability on that
portion of the Project will be modified to an amount equal to the quotient of (a) the sum
of (1) that Party’s then-current percentage share of Transfer Capability on that portion of
the Project multiplied by the former net book value of the relevant portion of the Project
(excluding all new funding of replacements or renewals from the former net book value)
plus (ii) that Party’s new funding of replacements or renewals as part of the new net book
value, divided by (b) the new net book value of the relevant portion of the Project
(including all new funding of replacements or renewals as part of the new net book
value). For the avoidance of doubt, Citizens rate recovery shall not be affected by any
reduction in its Transfer Capability associated with SDG&E’s funding of renewals and
replacements. For example, assume that the Border-East Line has a net book value of
$300 million prior to replacement or renewals and requires $10 million in replacement or
renewal (and thus would have a net book value of $310 million subsequent to such
replacement or renewal). If Citizens and SDG&E then hold a 50% interest in Transfer
Capability on the Border-East Line and Citizens does not provide any funding for such
replacement or renewal, while SDG&E provides this $10 million, then Citizens’
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proportionate share of Transfer Capability on the Border-East Line would be reduced
from 50% to 48.39%, and SDG&E’s proportionate share of Transfer Capability on the
Border-East Line would be increased from 50% to 51.61%. In the case where both (i)
replacements and renewals and (ii) upgrades occur to the same components of the
Project, the resulting Transfer Capability and cost allocation shall be determined as the
Parties may reasonably agree in the Transfer Capability Lease.

5.5.  Interconnection Facilities. Subject to the CAISO Tariff and rules
governing interconnection, as between SDG&E and Citizens, SDG&E will be the
interconnection agent for the Project. In particular, SDG&E will process all requests for
interconnection to the Project, SDG&E will develop, design, engineer, procure, construct,
commission, own, operate, maintain, and initially fund such interconnection facilities,
including all substations and switchyards connected to the Project, and SDG&E will
retain all ownership and Transfer Capability interests in such interconnection facilities.

6. Section 467 Rental Agreement. It is the intention of the Parties that (i) the Transfer Capacity
Lease constitute a “Section 467 rental agreement” within the meaning of Section 467(d)(1) of
the U.S. Internal Revenue Code and (ii) the prepaid rent accrue for U.S. tax purposes in
accordance with Section 467(b)(1) of the U.S. Internal Revenue Code, and the provisions of
this DCA and the Transfer Capacity Lease shall to the fullest extent feasible be construed
consistent with such intention. The Parties agree to attach a schedule to the Transfer
Capacity Lease developed based on the form attached hereto as Exhibit 2.2C allocating the
prepaid rent over the lease term and shall report the rent as accruing for tax purposes
quarterly in arrears according to the schedule. The Parties shall treat the prepayment to the
extent it exceeds the rent that has accrued as a loan by Citizens to SDG&E that bears interest
at a rate equal to 110% of the “applicable federal rate” as required by Section 467 of the U.S.
Internal Revenue Code.
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Exhibit 2.2A

Model for SDG&E Representative Rate

(See attached CD entitled “Exhibit 2.2A; Development and Coordination Agreement;
May 11, 2009 v.2” containing the model in XLS worksheet file)
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Model Inputs

The Moody's Aa Utility Bond Index
Cost of Transfer Capability
AFUDC

Calculation of Debt Cost as Input to Model

The Moody's Aa Utility Bond Index

Less: 38 basis points

Example of SDG&E Representative Rate

6.00%

1,000,000

100,000

6.00%

Exhibit 2.2B

0.38% remains fixed ''do not change"

Total Debt Cost per Model 5.62%
Calculation of WACC
Capital Ratio Cost WACC

Debt 50.00% 5.62% 2.81%

Preferred Equity 0.00% 0.00% 0.00% remains fixed '"do not change'

Common Equity 50.00% 11.35% 5.68% remains fixed '"do not change'

8.49%
1 2 3 4 5 6 7 8 9 10 11-30

Revenue Requirement Total Year-1 Year-2 Year-3 Year-4 Year-5 Year-6 Year-7 Year-8 Year-9 Year-10 Year-11-58
Depreciation Expense 1,000,000 17,241 17,241 17,241 17,241 17,241 17,241 17,241 17,241 17,241 17,241 827,586
Return on Common Equity 1,160,179 55,927 53,755 51,184 48,804 46,595 44,542 42,601 40,706 38,825 36,957 700,284
Return on Preferred Equity - - - - - - - - - - - -
Return on Debt 574,467 27,692 26,617 25,344 24,165 23,072 22,055 21,094 20,156 19,224 18,299 346,749
Federal Income Taxes 702,238 36,791 29,792 28,696 27,414 26,239 25,146 24,110 23,093 22,081 21,076 437,800
State Income Taxes 235,452 9,937 9,047 8,692 8,337 8,009 7,703 7,415 7,132 6,852 6,573 155,755
Property Taxes 265,754 12,112 11,575 11,078 10,616 10,186 9,784 9,396 9,008 8,620 8,232 165,147
Total Revenue Requirement 3,938,090 159,700 148,028 142,235.0 136,577.3 131,342.0 126,471.8 121,856.6 117,335.9 112,843.1 108,379.0 2,633,321.2
Net Present Value (58 yrs) 1,322,303 153,328 131,006 116,033 102,703 91,042 80,809 71,771 63,703 56,472 49,996 405,441.3
Levelized Annual Amount (30 yrs) $122,872

SDG&E Representative Rate

$122,872
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Exhibit 2.2C

Accrual of Prepaid Rent

Project: Sunrise

Lessor: SDG&E

Lessee: Citizens

Interest Rate: 0.97% 110% LT AFR 10/07

Rent Pre- Allocated Fraction * | Proportional IRC § 467 IRC § 467 IRC § 467 Net IRC § 467
Quarter Allocation Payment Rent (B/A) Rent Interest Rent Loan Balance Income (Loss)
$83,000,000 $83,000,000

1 $1,173,600 - $1,173,600 1.000000 $1,173,600 805,100 ($1,173,600) 82,631,500 ($368,500)
2 $1,173,600 - $1,173,600 1.000000 $1,173,600 801,526 ($1,173,600) 82,259,426 (372,074)
3 $1,173,600 - $1,173,600 1.000000 $1,173,600 797,916 ($1,173,600) 81,883,743 (375,683)
4 $1,173,600 - $1,173,600 1.000000 $1,173,600 794,272 ($1,173,600) 81,504,415 (379,328)
5 $1,173,600 - $1,173,600 1.000000 $1,173,600 790,593 ($1,173,600) 81,121,408 (383,007)
6 $1,173,600 - $1,173,600 1.000000 $1,173,600 786,878 ($1,173,600) 80,734,686 (386,722)
7 $1,173,600 - $1,173,600 1.000000 $1,173,600 783,126 ($1,173,600) 80,344,213 (390,473)
8 $1,173,600 - $1,173,600 1.000000 $1,173,600 779,339 ($1,173,600) 79,949,952 (394,261)
9 $1,173,600 - $1,173,600 1.000000 $1,173,600 775,515 ($1,173,600) 79,551,866 (398,085)
10 $1,173,600 - $1,173,600 1.000000 $1,173,600 771,653 ($1,173,600) 79,149,920 (401,947)
11 $1,173,600 - $1,173,600 1.000000 $1,173,600 767,754 ($1,173,600) 78,744,074 (405,846)
12 $1,173,600 - $1,173,600 1.000000 $1,173,600 763,818 ($1,173,600) 78,334,292 (409,782)
13 $1,173,600 - $1,173,600 1.000000 $1,173,600 759,843 ($1,173,600) 77,920,534 (413,757)
14 $1,173,600 - $1,173,600 1.000000 $1,173,600 755,829 ($1,173,600) 77,502,764 417,771)
15 $1,173,600 - $1,173,600 1.000000 $1,173,600 751,777 ($1,173,600) 77,080,941 (421,823)
16 $1,173,600 - $1,173,600 1.000000 $1,173,600 747,685 ($1,173,600) 76,655,026 (425,915)
17 $1,173,600 - $1,173,600 1.000000 $1,173,600 743,554 ($1,173,600) 76,224,980 (430,046)
18 $1,173,600 - $1,173,600 1.000000 $1,173,600 739,382 ($1,173,600) 75,790,763 (434,218)
19 $1,173,600 - $1,173,600 1.000000 $1,173,600 735,170 ($1,173,600) 75,352,333 (438,429)
20 $1,173,600 - $1,173,600 1.000000 $1,173,600 730,918 ($1,173,600) 74,909,651 (442,682)
21 $1,173,600 - $1,173,600 1.000000 $1,173,600 726,624 ($1,173,600) 74,462,675 (446,976)
22 $1,173,600 - $1,173,600 1.000000 $1,173,600 722,288 ($1,173,600) 74,011,363 (451,312)
23 $1,173,600 - $1,173,600 1.000000 $1,173,600 717,910 ($1,173,600) 73,555,673 (455,690)
24 $1,173,600 - $1,173,600 1.000000 $1,173,600 713,490 ($1,173,600) 73,095,563 (460,110)

Exhibit 2.2C - 1



Rent Pre- Allocated Fraction * | Proportional IRC § 467 IRC § 467 IRC § 467 Net IRC § 467
Quarter Allocation Payment Rent (B/A) Rent Interest Rent Loan Balance Income (Loss)
25 $1,173,600 - $1,173,600 1.000000 $1,173,600 709,027 ($1,173,600) 72,630,991 (464,573)
26 $1,173,600 - $1,173,600 1.000000 $1,173,600 704,521 ($1,173,600) 72,161,911 (469,079)
27 $1,173,600 - $1,173,600 1.000000 $1,173,600 699,971 ($1,173,600) 71,688,282 (473,629)
28 $1,173,600 - $1,173,600 1.000000 $1,173,600 695,376 ($1,173,600) 71,210,059 (478,223)
29 $1,173,600 - $1,173,600 1.000000 $1,173,600 690,738 ($1,173,600) 70,727,196 (482,862)
30 $1,173,600 - $1,173,600 1.000000 $1,173,600 686,054 ($1,173,600) 70,239,650 (487,546)
31 $1,173,600 - $1,173,600 1.000000 $1,173,600 681,325 ($1,173,600) 69,747,375 (492,275)
32 $1,173,600 - $1,173,600 1.000000 $1,173,600 676,550 ($1,173,600) 69,250,325 (497,050)
33 $1,173,600 - $1,173,600 1.000000 $1,173,600 671,728 ($1,173,600) 68,748,453 (501,872)
34 $1,173,600 - $1,173,600 1.000000 $1,173,600 666,860 ($1,173,600) 68,241,713 (506,740)
35 $1,173,600 - $1,173,600 1.000000 $1,173,600 661,945 ($1,173,600) 67,730,058 (511,655)
36 $1,173,600 - $1,173,600 1.000000 $1,173,600 656,982 ($1,173,600) 67,213,440 (516,618)
37 $1,173,600 - $1,173,600 1.000000 $1,173,600 651,970 ($1,173,600) 66,691,810 (521,629)
38 $1,173,600 - $1,173,600 1.000000 $1,173,600 646,911 ($1,173,600) 66,165,121 (526,689)
39 $1,173,600 - $1,173,600 1.000000 $1,173,600 641,802 ($1,173,600) 65,633,323 (531,798)
40 $1,173,600 - $1,173,600 1.000000 $1,173,600 636,643 ($1,173,600) 65,096,366 (536,957)
41 $1,173,600 - $1,173,600 1.000000 $1,173,600 631,435 ($1,173,600) 64,554,201 (542,165)
42 $1,173,600 - $1,173,600 1.000000 $1,173,600 626,176 ($1,173,600) 64,006,777 (547,424)
43 $1,173,600 - $1,173,600 1.000000 $1,173,600 620,866 ($1,173,600) 63,454,043 (552,734)
44 $1,173,600 - $1,173,600 1.000000 $1,173,600 615,504 ($1,173,600) 62,895,947 (558,096)
45 $1,173,600 - $1,173,600 1.000000 $1,173,600 610,091 ($1,173,600) 62,332,438 (563,509)
46 $1,173,600 - $1,173,600 1.000000 $1,173,600 604,625 ($1,173,600) 61,763,463 (568,975)
47 $1,173,600 - $1,173,600 1.000000 $1,173,600 599,106 ($1,173,600) 61,188,969 (574,494)
48 $1,173,600 - $1,173,600 1.000000 $1,173,600 593,533 ($1,173,600) 60,608,902 (580,067)
49 $1,173,600 - $1,173,600 1.000000 $1,173,600 587,906 ($1,173,600) 60,023,209 (585,693)
50 $1,173,600 - $1,173,600 1.000000 $1,173,600 582,225 ($1,173,600) 59,431,834 (591,375)
51 $1,173,600 - $1,173,600 1.000000 $1,173,600 576,489 ($1,173,600) 58,834,723 (597,111)
52 $1,173,600 - $1,173,600 1.000000 $1,173,600 570,697 ($1,173,600) 58,231,820 (602,903)
53 $1,173,600 - $1,173,600 1.000000 $1,173,600 564,849 ($1,173,600) 57,623,069 (608,751)
54 $1,173,600 - $1,173,600 1.000000 $1,173,600 558,944 ($1,173,600) 57,008,413 (614,656)
55 $1,173,600 - $1,173,600 1.000000 $1,173,600 552,982 ($1,173,600) 56,387,794 (620,618)
56 $1,173,600 - $1,173,600 1.000000 $1,173,600 546,962 ($1,173,600) 55,761,156 (626,638)
57 $1,173,600 - $1,173,600 1.000000 $1,173,600 540,883 ($1,173,600) 55,128,440 (632,717)
58 $1,173,600 - $1,173,600 1.000000 $1,173,600 534,746 ($1,173,600) 54,489,586 (638,854)
59 $1,173,600 - $1,173,600 1.000000 $1,173,600 528,549 ($1,173,600) 53,844,535 (645,051)
60 $1,173,600 - $1,173,600 1.000000 $1,173,600 522,292 ($1,173,600) 53,193,227 (651,308)
61 $1,173,600 - $1,173,600 1.000000 $1,173,600 515,974 ($1,173,600) 52,535,601 (657,626)
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Rent Pre- Allocated Fraction * | Proportional IRC § 467 IRC § 467 IRC § 467 Net IRC § 467
Quarter Allocation Payment Rent (B/A) Rent Interest Rent Loan Balance Income (Loss)
62 $1,173,600 - $1,173,600 1.000000 $1,173,600 509,595 ($1,173,600) 51,871,597 (664,004)
63 $1,173,600 - $1,173,600 1.000000 $1,173,600 503,154 ($1,173,600) 51,201,152 (670,445)
64 $1,173,600 - $1,173,600 1.000000 $1,173,600 496,651 ($1,173,600) 50,524,203 (676,949)
65 $1,173,600 - $1,173,600 1.000000 $1,173,600 490,085 ($1,173,600) 49,840,688 (683,515)
66 $1,173,600 - $1,173,600 1.000000 $1,173,600 483,455 ($1,173,600) 49,150,543 (690,145)
67 $1,173,600 - $1,173,600 1.000000 $1,173,600 476,760 ($1,173,600) 48,453,703 (696,840)
68 $1,173,600 - $1,173,600 1.000000 $1,173,600 470,001 ($1,173,600) 47,750,104 (703,599)
69 $1,173,600 - $1,173,600 1.000000 $1,173,600 463,176 ($1,173,600) 47,039,680 (710,424)
70 $1,173,600 - $1,173,600 1.000000 $1,173,600 456,285 ($1,173,600) 46,322,366 (717,315)
71 $1,173,600 - $1,173,600 1.000000 $1,173,600 449,327 ($1,173,600) 45,598,093 (724,273)
72 $1,173,600 - $1,173,600 1.000000 $1,173,600 442,301 ($1,173,600) 44,866,794 (731,298)
73 $1,173,600 - $1,173,600 1.000000 $1,173,600 435,208 ($1,173,600) 44,128,402 (738,392)
74 $1,173,600 - $1,173,600 1.000000 $1,173,600 428,046 ($1,173,600) 43,382,848 (745,554)
75 $1,173,600 - $1,173,600 1.000000 $1,173,600 420,814 ($1,173,600) 42,630,062 (752,786)
76 $1,173,600 - $1,173,600 1.000000 $1,173,600 413,512 ($1,173,600) 41,869,974 (760,088)
77 $1,173,600 - $1,173,600 1.000000 $1,173,600 406,139 ($1,173,600) 41,102,513 (767,461)
78 $1,173,600 - $1,173,600 1.000000 $1,173,600 398,694 ($1,173,600) 40,327,607 (774,905)
79 $1,173,600 - $1,173,600 1.000000 $1,173,600 391,178 ($1,173,600) 39,545,185 (782,422)
80 $1,173,600 - $1,173,600 1.000000 $1,173,600 383,588 ($1,173,600) 38,755,174 (790,012)
81 $1,173,600 - $1,173,600 1.000000 $1,173,600 375,925 ($1,173,600) 37,957,499 (797,675)
82 $1,173,600 - $1,173,600 1.000000 $1,173,600 368,188 ($1,173,600) 37,152,087 (805,412)
83 $1,173,600 - $1,173,600 1.000000 $1,173,600 360,375 ($1,173,600) 36,338,862 (813,225)
84 $1,173,600 - $1,173,600 1.000000 $1,173,600 352,487 ($1,173,600) 35,517,749 (821,113)
85 $1,173,600 - $1,173,600 1.000000 $1,173,600 344,522 ($1,173,600) 34,688,672 (829,078)
86 $1,173,600 - $1,173,600 1.000000 $1,173,600 336,480 ($1,173,600) 33,851,552 (837,120)
87 $1,173,600 - $1,173,600 1.000000 $1,173,600 328,360 ($1,173,600) 33,006,312 (845,240)
88 $1,173,600 - $1,173,600 1.000000 $1,173,600 320,161 ($1,173,600) 32,152,874 (853,439)
89 $1,173,600 - $1,173,600 1.000000 $1,173,600 311,883 ($1,173,600) 31,291,157 (861,717)
90 $1,173,600 - $1,173,600 1.000000 $1,173,600 303,524 ($1,173,600) 30,421,081 (870,076)
91 $1,173,600 - $1,173,600 1.000000 $1,173,600 295,084 ($1,173,600) 29,542,566 (878,515)
92 $1,173,600 - $1,173,600 1.000000 $1,173,600 286,563 ($1,173,600) 28,655,529 (887,037)
93 $1,173,600 - $1,173,600 1.000000 $1,173,600 277,959 ($1,173,600) 27,759,888 (895,641)
94 $1,173,600 - $1,173,600 1.000000 $1,173,600 269,271 ($1,173,600) 26,855,559 (904,329)
95 $1,173,600 - $1,173,600 1.000000 $1,173,600 260,499 ($1,173,600) 25,942,458 (913,101)
96 $1,173,600 - $1,173,600 1.000000 $1,173,600 251,642 ($1,173,600) 25,020,500 (921,958)
97 $1,173,600 - $1,173,600 1.000000 $1,173,600 242,699 ($1,173,600) 24,089,599 (930,901)
98 $1,173,600 - $1,173,600 1.000000 $1,173,600 233,669 ($1,173,600) 23,149,668 (939,931)
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Rent Pre- Allocated Fraction * | Proportional IRC § 467 IRC § 467 IRC § 467 Net IRC § 467
Quarter Allocation Payment Rent (B/A) Rent Interest Rent Loan Balance Income (Loss)
99 $1,173,600 - $1,173,600 1.000000 $1,173,600 224,552 ($1,173,600) 22,200,620 (949,048)
100 $1,173,600 - $1,173,600 1.000000 $1,173,600 215,346 ($1,173,600) 21,242,366 (958,254)
101 $1,173,600 - $1,173,600 1.000000 $1,173,600 206,051 ($1,173,600) 20,274,817 (967,549)
102 $1,173,600 - $1,173,600 1.000000 $1,173,600 196,666 ($1,173,600) 19,297,883 (976,934)
103 $1,173,600 - $1,173,600 1.000000 $1,173,600 187,189 ($1,173,600) 18,311,473 (986,410)
104 $1,173,600 - $1,173,600 1.000000 $1,173,600 177,621 ($1,173,600) 17,315,494 (995,979)
105 $1,173,600 - $1,173,600 1.000000 $1,173,600 167,960 ($1,173,600) 16,309,855 (1,005,640)
106 $1,173,600 - $1,173,600 1.000000 $1,173,600 158,206 ($1,173,600) 15,294,461 (1,015,394)
107 $1,173,600 - $1,173,600 1.000000 $1,173,600 148,356 ($1,173,600) 14,269,217 (1,025,244)
108 $1,173,600 - $1,173,600 1.000000 $1,173,600 138,411 ($1,173,600) 13,234,029 (1,035,188)
109 $1,173,600 - $1,173,600 1.000000 $1,173,600 128,370 ($1,173,600) 12,188,799 (1,045,230)
110 $1,173,600 - $1,173,600 1.000000 $1,173,600 118,231 ($1,173,600) 11,133,430 (1,055,368)
111 $1,173,600 - $1,173,600 1.000000 $1,173,600 107,994 ($1,173,600) 10,067,825 (1,065,606)
112 $1,173,600 - $1,173,600 1.000000 $1,173,600 97,658 ($1,173,600) 8,991,883 (1,075,942)
113 $1,173,600 - $1,173,600 1.000000 $1,173,600 87,221 ($1,173,600) 7,905,504 (1,086,379)
114 $1,173,600 - $1,173,600 1.000000 $1,173,600 76,683 ($1,173,600) 6,808,588 (1,096,916)
115 $1,173,600 - $1,173,600 1.000000 $1,173,600 66,043 ($1,173,600) 5,701,032 (1,107,557)
116 $1,173,600 - $1,173,600 1.000000 $1,173,600 55,300 ($1,173,600) 4,582,732 (1,118,300)
117 $1,173,600 - $1,173,600 1.000000 $1,173,600 44,452 ($1,173,600) 3,453,584 (1,129,147)
118 $1,173,600 - $1,173,600 1.000000 $1,173,600 33,500 ($1,173,600) 2,313,484 (1,140,100)
119 $1,173,600 - $1,173,600 1.000000 $1,173,600 22,441 ($1,173,600) 1,162,325 (1,151,159)
120 $1,173,600 - $1,173,600 1.000000 $1,173,600 11,275 ($1,173,600) 0) (1,162,325)
Totals $140,831,979  $83,000,000 $140,831,979 $140,831,979 57,831,979 ($140,831,979) ($83,000,000)
A B

Present Value $83,000,000  $83,000,000

See Fraction

Computation

Above *
Rent Allocation $1,173,600
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APPENDIX II
TRANSFER CAPABILITY LEASE DATED AS OF [DATE]
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APPENDIX III
TRANSMISSION REVENUE REQUIREMENT AND TRBAA

The Participating TO’s Transmission Revenue Requirement (herein also referred to as
Citizens Sunrise Transmission) shall be $ , which is composed of a Base
Transmission Revenue Requirement of $ and an initial TRBAA of zero.

The Base Transmission Revenue Requirement consists of a Transmission Capital Cost
Revenue Requirement associated with Citizens Sunrise Transmission’s share of the
Sunrise Powerlink Project of $ , and a Transmission Operating Cost Revenue
Requirement associated with Citizens Sunrise Transmission’s share of the Sunrise
Powerlink Project of $___

Except to the extent a change in law, rule, or regulation results in any new taxes, income
taxes, property taxes, fees or other charges being levied by a governmental authority, the
Transmission Capital Cost Revenue Requirement associated with Citizens Sunrise
Transmission’s share of the Sunrise Powerlink Project will remain fixed for the thirty
year term of Citizens Sunrise Transmission’s lease of Transfer Capability in the Sunrise
Powerlink Project. To the extent a change in law, rule, or regulation results in any new
taxes, income taxes, property taxes, fees or other charges being levied by a Governmental
Authority, Citizens Sunrise Transmission’s may seek approval for inclusion in its rates of
an allowance to recover any such new taxes, income taxes, property taxes, fees or other
charges.

The operating costs included in the Transmission Operating Cost Revenue Requirement
associated with Citizens Sunrise Transmission’s share of the Sunrise Powerlink Project
are those directly attributable to Citizens Sunrise Transmission’s Transfer Capability on
the Project as recorded in FERC accounts 560-573, and 920-935 under the FERC
Uniform System of Accounts. The operating costs are in two parts; (1) those operating
costs (including applicable overheads) billed to Citizens Sunrise Transmission by
SDG&E, the operator of the Project, and (2) those operating costs incurred directly by
Citizens Sunrise Transmission in managing and administering its Transfer Capability.
The Transmission Operating Cost Revenue Requirement is the sum of those two parts,
and is established each year based on estimated amounts. As of November 30 of each
year, there will be a true-up to the actual amount of such operating costs for the prior
twelve months, and the following year’s Transmission Operating Cost Revenue
Requirement will include the difference (either positive or negative), with interest,
between the actual and estimated amounts. Interest will be calculated in accordance with
FERC Regulation 35.19(a)(2)(ii1).

All of Citizens Sunrise Transmission’s Entitlements placed under the CAISO’s
Operational Control are related to High Voltage Facilities as defined in the CAISO Tariff.
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APPENDIX IV
NOTICES

Designated Representative:

Peter F. Smith

Chief Financial Officer

Citizens Energy Corporation

88 Black Falcon Avenue, Suite 342
Boston, Massachusetts 02210
Peter_Smith @CitizensEnergy.com
Number: (617) 338-6300

Fax: (617) 542-4487

Alternative Representative:

Donald R. Allen

Paul M. Breakman

Duncan & Allen

1575 I Street, N.W., Suite 300
Washington, DC 20005
dra@duncanallen.com
Number: (202) 289-8400

Fax: (202) 289-8450
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