Request for Proposal
To Provide
Southern Tri-Valley Area Transmission Expansion Alternatives
To
California Independent System Operator Corporation

JANUARY 14, 2000

California Independent System Operator Corporation, a California non-profit public benefit corporation (the “ISO”)
is hereby soliciting proposals from all Qualified Resources to provide transmission expansion alternatives in the
form of Peaking Capability and/or Peak Load Management Service to the ISO for the southern Tri-Valley area of
Pacific Gas and Electric Company’s (‘PG&E’s”) Service Area during the period from April 1, 2001 to October 31,
2005. Responses to this Request For Proposals (‘RFP”) must be received at the below address no later than
5:00 PM (PDT) on March 1, 2000. Responses to the RFP must adhere to the specifications herein. Ten (10)
copies of the responses must be submitted to:

California Independent System Operator Corporation
151 Blue Ravine Road
Folsom, CA 95630

Attention: Mr. Brian Theaker
Pilot RFP for Transmission Expansion Alternatives

Any questions concerning the interpretation of this RFP should be submitted in writing to the above address.

The ISO expressly reserves the right to modify, or withdraw from, the process initiated and described herein. No rights
shall be vested in any party, individual or entity by virtue of its preparation to participate in, or its participation in, such
process. The ISO expressly reserves the right to modify, for any reason, the schedule and any provision contained
herein. The ISO reserves to itself the selection of winning respondents, if any, in the exercise of its sole discretion. No
binding commitment shall arise between the ISO and a winning respondent under this Request for Proposals until and
unless the parties sign documents of agreement that become effective in accordance with their terms. Respondents are
advised that this RFP is an ISO Document and hence ISO ADR Procedures apply to any dispute arising hereunder in
accordance with Article 13 of the ISO Tariff.
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Request for Proposals
To Provide
Southern Tri-Valley Area Transmission Expansion Alternatives
To
California Independent System Operator Corporation

January 14, 2000

Introduction

The California Independent System Operator Corporation (the “ISO”) is initiating this Request for
Proposals (“RFP”) as a pilot effort in its evolving grid planning process. Specifically, in the course of preparing its
annual transmission expansion plan required under Section 3.2.2 of the ISO Tariff, Pacific Gas & Electric
Company (“PG&E") has identified a number of future transmission projects that, if not replaced by non-wires
alternatives, will be needed for local reliability purposes. One such project is located in the southern Tri-Valley
area of PG&E'’s Service Area (See the map attached and incorporated into this RFP by reference as Exhibit A)L.
The identified future need for this area is limited to peak periods during the warm months and is expected to occur
for only a small percentage of hours each year.

As an alternative to PG&E’s identified transmission expansion project, the ISO seeks proposals from
Qualified Resources capable of providing peaking capability from generation to be installed in the southern Tri-
Valley area and/or peak load management service from southern Tri-Valley area load management projects. This
is not a solicitation for Reliability Must-Run Generationz or Local Area Reliability Service. Rather, the ISO
seeks to determine whether otherwise competitive generation would agree to locate in the southern Tri-Valley
area and provide peaking capability and/or demand reduction could be encouraged through peak load
management programs in such area as an alternative to the transmission expansion solution that PG&E has
identified for the area’s projected load growth. Generation projects that require subsidies, or fixed cost
contributions, to be viable are not targeted and will not be selected, even if they may be less costly than the
identified transmission expansion project. Respondents proposing generation projects are asked to bid the level
of incentive they would require to locate their otherwise viable project(s) in the specified area. Respondents
proposing load management projects are asked to bid the level of incentive they would require to make area
demand reduction commitments . Both should take into account the service, interconnection, metering, and
performance security requirements set forth in this RFP. Further, the ISO does not intend to procure or pay for

1 PG&E delivers electric power to its customers in the southern Tri-Valley area using four 60 kilovolt (KV) transmission lines which
originate at PG&E’s San Ramon, Newark, and Las Positas substations. The four 60 kV lines are: (i) San Ramon-Radum; (ii) Livermore-
Las Positas; (iii) Vineyard-Vallecitos; and (iv) Newark-Livermore. These lines serve electric loads through PG&E’s Radum, Vineyard and
Livermore substations and several customer-owned substations. Exhibit A shows the locations of the transmission lines and substations,
as well as the distribution areas served from the Vineyard and Radum substations which are shaded on the map.

2 Capitalized terms not otherwise defined herein are defined in the Master Definitions Supplement, 1SO Tariff Appendix A.
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any Energy under any Pilot Agreement for Transmission Expansion Alternative (“Pilot Agreement”) that may be
awarded under this solicitation. While Respondents proposing generating capability will be required to deliver
Energy into the ISO Controlled Grid when dispatched by the ISO in accordance with an awarded Pilot Agreement,
they will be responsible for arranging for the sale and scheduling of that Energy to the full extent required under
the Pilot Agreement. Qualified Resources will be solely responsible for all permitting and construction, as well as
all related costs, in connection with their proposed projects.

The peaking capability and the peak load management service sought through this RFP must be
available for the ISO’s call up to 500 hours per year during the hours of 8:00 a.m. to 1:00 a.m. (“Peak Hours”),
April 1 to October 31 (“Peak Periods”) of calendar years 2001 through 2005. 1SO calls would be for a minimum
period of 4 hours. The service normally would be dispatched no later than two (2) hours before the close of the
PX Day-Ahead Market for the requested period or 5:00 a.m. of the day prior to the requested period, whichever is
earlier. However, the ISO would have the right to increase the service dispatched, both in terms of the MWs
requested and the requested operating period(s), on not less than thirty minutes notice to correct for load
forecasting errors and/or changes in local transmission system conditions. The ISO seeks call rights for
approximately one hundred and seventy five megawatts (175 MW) of such service. In response to this RFP,
Respondents may offer such capability or service in quantities of from one to forty-nine megawatts (1 - 49 MW)
per Qualified Resource, in increments of one megawatt (IMW).

"Qualified Resources" include Grid Generating Facilities (‘GGFs”) and Peak Load Management Projects
(“PLMPs"). Respondents may propose more than one GGF and/or PLMP in responding to this RFP.

A GGF is a locally sited electric generating facility that would provide service by delivering generation into
the I1SO Controlled Grid in the southern Tri-Valley area through a connection with a PG&E transmission or
distribution line. To be eligible for selection, a GGF must be capable, when called upon by the I1SO, of delivering
at least one megawatt (LMW) of Net Generation into the ISO Controlled Grid. The existence of any commitment
that would, or in any manner could, interfere with such capability shall disqualify the GGF from consideration
under this RFP. As used above, “Net Generation” shall mean the GGF’s gross generation less (i) generation
consumed in station service (so-called “station auxiliary load”), (ii) generation used by Respondent to meet its own
load prior to March 1, 2000, other than station auxiliary load, that is separately metered by the local Utility
Distribution Company (so called “self generation”), and/or (iii) generation sold to, or committed for sale to, any
third party prior to March 1, 2000. GGFs may consist of multiple units, provided that all such units are ultimately
interconnected with a PG&E transmission or distribution line and provided, for units connected at the distribution
level, that all units can be aggregated to a single primary distribution substation or, for units connected directly to
a transmission line, that all units can be aggregated to one transmission substation. In addition, all units must be
visible (individually or in aggregation through a mechanism approved by the ISO) to the ISO’s Energy
Management System.

A Peak Load Management Project (‘PLMP”) is a load management project that would provide service
through electric load reductions on PG&E transmission or distribution facilities in the southern Tri-Valley area
directly, or indirectly through curtailment of loads on PG&E’s system in that area. Customers on PG&E's E-19/E-
20 Nonfirm Service Program will be eligible as PLMP bidders if they meet the conditions for eligibility to provide
Curtailable Demand as specified in Section 2.3.2.8.2 of the ISO Tariff. PLMP Respondents will have the option of
proposing fixed or variable amounts of service by reducing demand on the load side of the point where PG&E’s
facilities are connected to the PLMP participant’s facilities, regardless of where the electric revenue meters or
transformers are located. PLMP Respondents proposing Fixed Load Reduction (“FLR”) would commit to reduce
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demand from a pre-determined baseline when called upon by the ISO up to a pre-determined amount (in MW).
The commitment would remain constant over the 2001-2005 period. PLMP Respondents proposing Variable
Load Reduction (“VLR") would reduce demand to no more than a pre-determined level (in MW). While PLMP
participants may temporarily shut down part of a business to reduce load in response to a call by the ISO, load
reductions related to the permanent closure of a business would not be recognized. To be eligible for selection, a
PLMP project must be capable, when called upon by the ISO, of reducing load by at least one megawatt (IMW).
PLMPs may consist of multiple loads, provided that all such loads are ultimately interconnected with a PG&E
transmission or distribution line and provided, for loads connected at the distribution level, that all loads can be
aggregated to a single primary distribution substation or, for loads connected directly to a transmission line, that
all loads can be aggregated to one transmission substation. In addition, all loads must be visible (individually or in
aggregation through a mechanism approved by the ISO) to the ISO’s Energy Management System.

Since the purpose of this RFP is to seek alternative solutions to transmission expansion, proposals
requiring the construction of transmission or distribution facility reinforcements will be considered only if the
Respondent agrees to be responsible for the costs associated with the proposed reinforcements.

Winning Respondents will be required to comply with all the applicable PG&E, ISO and WSCC
interconnection requirements for loads and generation connected to PG&E electrical facilities or the ISO
Controlled Grid. These requirements include technical requirements for protection, controls and operations that
are based on applicable FERC and CPUC rules and tariffs as well as accepted industry practices and standards
contained in applicable reliability criteria (NERC, WSCC, IEEE and PG&E). Further, potential Respondents
should note that there are restrictions on the locations in the southern Tri-Valley area, where projects may
interconnect and provide service. The restrictions are caused by loading characteristics unique to each line
segment and vary by technology and the nature of the service to be provided. PG&E has advised the ISO that (i)
there is an aggregate limit of generation that can be connected to its transmission facilities without creating the
need for additional transmission reinforcements; (ii) the maximum size of a particular project that may be
connected to distribution facilities depends upon the location of the GGF or PLMP; (iii) GGF projects or PLMP
connecting to PG&E transmission facilities must do so at or between the Radum and Vineyard substations; and
(iv) any GGF projects or PLMP connecting to distribution facilities must be located in the shaded areas of the map
contained in Exhibit A which represents the distribution areas supported by the Radum and Vineyard substations.
Potential Respondents should contact PG&E for more information concerning these restrictions. A Respondent
whose proposal is selected under this RFP will be required to seek, obtain and pay for interconnection with
PG&E electrical facilities including interconnection studies and, as indicated above, to accept cost responsibility
for transmission and distribution facility reinforcements. Interconnection to PG&E electrical facilities will be in
accordance with PG&E’s Transmission Owner Tariff, Section 10, and PG&E'’s Generation Interconnection Policy.
Technical details on PG&E’s interconnection can be found in PG&E’s Interconnection Handbook. For further
information, please refer to http://www.pge.com/customer services/businessiwi/. Respondents seeking information
on PG&E distribution interconnection should contact Chris Tufon at (415) 973-4212.

Winning Respondents will be required to comply with the following metering, telemetry, dispatch, and
scheduling and settlement requirements, in addition to any other requirements that may be applicable as a result
of the winning Respondents’ participation in the ISO’s Ancillary Service and/or Supplemental Energy markets:
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Metering:

Each generator must be an ISO Metered Entity.

Each load must comply with ISO metering requirements for Participating Load. The ISO issued draft
technical principles for Participating Loads on December 3, 1999 which provide that Participating Loads
may be either ISO Metered Entities or SC Metered Entities. SC Metered Entities may use any revenue
quality interval meter that meets the standards of, and is approved by, the CPUC or a Local Regulatory
Authority for direct access use. Participating Loads must provide Settlement Quality Meter Data (SQMD)
on a 5-minute interval basis. Each PLMP must comply with the requirements for Participating Loads as
finalized by the ISO.

Projects connecting to PG&E’s distribution system may, additionally, be subject to PG&E requirements.
Potential Respondents considering such projects should contact PG&E for more information concerning
such requirements. Respondents seeking information on PG&E metering requirements should contact

PG&E's Chris Tufon at (415) 973-4212.

Telemetry:

Each GGF must meet the telemetry requirements for generators providing Replacement Reserve to the
ISO. In cases where no ISO telemetry requirements have been developed, each GGF must, at a
minimum, meet the telemetry requirements applicable to Participating Loads providing Replacement
Reserve.

Each PLMP must meet the requirements for Participating Loads providing Replacement Reserve to the
ISO. The ISO issued draft technical principles for Participating Loads on December 3, 1999 which require
that Participating Loads providing Replacement Reserve must be visible to the ISO’s Energy
Management System with data available on no less than a one (1) minute scan-rate. Each PLMP must
comply with the requirements for Participating Load as finalized by the 1SO.

A GGF and a PLMP must be visible to the ISO’s Energy Management System during all Peak Hours in all
Peak Periods in 2001 through 2005 irrespective of whether or not a dispatch instruction has been issued
for the resource.

Dispatch:

A GGF and a PLMP must be ISO certified as capable of responding to dispatch instructions with respect
to the peaking capability or peak load management service provided under its Pilot Agreement within
thirty (30) minutes.

A GGF or a PLMP must be capable of receiving dispatch instructions from the ISO with respect to the
peaking capability or peak load management service provided under its Pilot Agreement via voice
communications. (Projects providing Supplemental Energy or Ancillary Services must in addition be
capable of receiving dispatch instructions via an electronic interface through the ISO’s proposed
electronic dispatch system).
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Scheduling and Settlement:

GGFs and PLMPs must meet all requirements in the 1SO Tariff for scheduling and settlement applicable
for generators and load, respectively. GGFs and PLMPs must be scheduled by an SC. Settlement with
respect to the peaking capability or peak load management service provided under the GGF’s or PLMP’s
Pilot Agreement will be based on SQMD, which may in some cases be validated against telemetered
information that has been certified, and can be audited, by the ISO.

A GGF or a PLMP must schedule the capability requested by the ISO in the available forward energy
market(s). For any hour that the ISO fails to dispatch a GGF or PLMP al least one hour prior to the
deadline for submission of hour ahead schedules to ISO, the GGF or PLMP is not obligated to Schedule
such capability. To the extent that a GGF or PLMP delivers the capability requested by the ISO but has
not directed its Scheduling Coordinator to schedule the capability requested by the ISO, the GGF or
PLMP will be required to refund to the ISO the difference between the price of Energy in the PX Day-
Ahead Market and the Uninstructed Imbalance Energy price ($MW). However, the GGF or PLMP will not
have a refund obligation if the Uninstructed Imbalance Energy price is less than price for Energy in the PX
Day-Ahead Market. In addition, if the ISO issues a dispatch notice less than one hour prior to the
deadline for submission of hour ahead schedules to the ISO and if the GGF or PLMP delivers the
capability requested by the 1SO, the GGF or PLMP will be paid at the price for Instructed Imbalance
Energy under the ISO Tariff.

Respondents should identify in their RFP responses the type and amount of performance security that

they propose to provide the I1SO to secure performance of the obligations set forth in Sections 10.3, 12.5 and 13.5
of the Pilot Agreement if they are selected as a winning Respondent and are awarded such an Agreement under
this RFP. The ISO will take such proposals into account when evaluating the responses to this RFP.

The 1SO intends to select winning Respondents to this RFP, if any, and enter into resulting commitments

on or before March 31, 2000. In order to meet this deadline:

GGFs: the I1SO will work with successful Respondents owning or controlling GGFs and proposing to
provide peaking capability to complete a Participating Generator Agreement (“PGA”) in the form of the
PGA Pro Forma, attached to and incorporated into this RFP by reference as “Exhibit B”, and a Pilot
Agreement in the form of the Pro Forma attached to and incorporated into this RFP by reference as
"Exhibit C". The successful Respondent must file its PGA and Pilot Agreement with FERC on or before
January 30, 2001. If the Respondent is not subject to FERC jurisdiction, the I1SO will file such PGA and
Pilot Agreement with FERC on or before January 30, 2001 and Respondent must file them with the
appropriate jurisdictional authority on or before any applicable filing deadline as necessary to assure their
effectiveness as of April 1, 2001.

PLMPs: the ISO will work with successful Respondents proposing to provide peak load management
service to complete a Participating Load Agreement (“PLA”) in the form of the PLA Pro Forma, attached
to and incorporated into this RFP by reference as “Exhibit D”, and a Pilot Agreement in the form of the
Exhibit C Pro Forma. The successful Respondent must file its PLA and Pilot Agreement with FERC on or
before January 30, 2001. If the Respondent is not subject to FERC jurisdiction, the ISO will file such PLA
and Pilot Agreement with FERC on or before January 30, 2001 and Respondent must file them with the
appropriate jurisdictional authority on or before any applicable filing deadline as necessary to assure their
effectiveness as of April 1, 2001.
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To provide potential Respondents with necessary information to determine whether they should respond,
this document provides Bidding Instructions (Article Il, below), and details the Technical Specifications for
Qualified Resources required to be provided (Attachments Il to this RFP).

The ISO intends that its selection process under this RFP be open and public. Therefore, information
provided by Respondents in their response(s) that is relevant to the selection process will be made publicly
available. The ISO, however, will endeavor to protect the specific identity of each Respondent and to refrain from
providing information that would make such identity easily ascertainable. Further, the ISO will not disclose to the
public information provided by a Respondent under Section 2.2.1 of this RFP, nor will the ISO use the information
provided by a Respondent in response to this RFP for any purpose other than in connection with its evaluation of
Respondent’s proposal in the RFP process described herein.

The ISO reserves to itself the selection of winning respondents, if any, in the exercise of its sole
discretion.

Il. BIDDING INSTRUCTIONS

11 Notice of Intent to Respond

As an initial step to participation in the process, Respondents must notify the ISO on or before January
28, 2000, of their intent to submit a response to this RFP. Such notice should be provided by fax, confirmed by
mail, addressed as provided in Section 1.3, below.

12 Technical Correspondence

All correspondence or written questions concerning the technical aspects of this RFP should be directed
to:

Mail and courier address:
California Independent System Operator Corporation
151 Blue Ravine Road
Folsom, CA 95630

Attention: Mr. Brian Theaker
Pilot RFP for Transmission Expansion Alternatives

Telephone: (916) 351-2144  FAX: (916) 351-2487
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13 Commercial Correspondence

All correspondence and questions concerning the commercial aspects of this RFP shall be directed to:
Mail and courier address:

California Independent System Operator Corporation

151 Blue Ravine Road

Folsom, CA 95630

Attention: Mr. Michael Epstein
Pilot RFP for Transmission Expansion Alternatives

Telephone: (916) 351-2314 FAX: (916) 351-2259

20 PROPOSALS

Respondents may submit proposals only in accordance with the following instructions. Failure to comply with
these instructions may disqualify the Respondent from further consideration.

21 Proposal Submission Dates

The proposal submission date is specified in the ISO cover sheet for this RFP. Only proposals received
on or before the submission date will be considered. The ISO reserves the right to change its requirements prior
to the proposal submission date for Respondents. Any such change will be provided as an addendum to this
RFP. The ISO will consider extension of the submission date if the addendum causes Respondents to require
more preparation time. Any such extension will be granted to all Respondents.

2.2 Proposal Contents

Each proposal shall contain: (1) a Respondent Information Section; (2) a Technical Section; and (3) a
Pricing Section. The Technical and Pricing Sections shall be separately sealed and clearly labeled. The
Respondent shall not include any price quotes in the Technical Section.
2.2.1 The Respondent Information Section Shall Contain the Following Information:

A. General Information: Name of Respondent, principal contact person, title of principal contact person,
street address, mailing address, telephone number, fax number, and e-mail address for each.

A description of Respondent and all relevant affiliated entities and joint ventures. This should include a
statement as to whether Respondent, or any affiliate of each has, in the last six years, been determined in writing
by a court or arbitration panel to have breached or defaulted under any agreement relating to the provision of
goods or services, and the resolution of such breach or default.
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B. Financial Information: Information indicating Respondent’s financial strength and reliability, including
where appropriate, corporate history; date of establishment; initial (if founded within the last ten years) and current
capitalization; certified financial statements, including balance sheet and statements of income and cash flow, with
respect to the two previous fiscal years and the most recent interim period; forms 10-K and 10-Q submitted to the
United States Securities and Exchange Commission for the two previous fiscal years, if applicable; and corporate
affiliates or joint venture partners. If all or any part of the GFF or PLMP is financed, or will be financed, by Tax
Exempt Debt, all relevant information regarding such financing must be provided.

C. References: The name, title, and contact information for five (5) references familiar with
Respondent’s, and any Guarantor’'s, business organization, finances and operational style.

D. Litigation and Penalties: A description of any and all indictments or pending litigation by any foreign
or domestic federal, state or local jurisdiction relating to Respondent, any officer, director, partner or member
thereof, or any affiliate or related entity. A list of all criminal convictions within the last five years relating to
Respondent, any officer, director, partner or member thereof, or any affiliate or related entity. A list of all civil
penalties, judgments, consent decrees and other sanctions within the last five years, as a result of any violation of
any law, rule, regulation or ordinance in connection with its business activities relating to Respondent, any officer,
director, partner or member thereof, or any affiliate or related entity. A list of all actions occurring within the last
five years which have resulted in revocation or suspension of any permit or authority to do business in any
jurisdiction relating to Respondent, any officer, director, partner or member thereof, or any affiliate or related
entity. A list of all actions within the last five years that have resulted in the barring from public bidding relating to
Respondent, any officer, director, partner or member thereof, or any affiliate or related entity. A list of all
bankruptcy and other similar proceedings within the last five years relating to Respondent, any officer, director,
partner or member thereof, or any affiliate or related entity.

E. Defaults: A description, in detalil, of any situation in which Respondent (either alone or as part of a joint
venture), or a subsidiary or affiliate of Respondent, has been determined by a court or arbitration panel to have
breached, defaulted or was deemed to be in noncompliance of its contractual obligations to provide goods or services
to another party, explaining the situation, its outcome and all other relevant facts associated with the event described.
Please also note the name, title and telephone number of the principal manager of the customer/client who asserted
the breach, default or noncompliance. A list of all court or regulatory actions within the last five years brought by
Respondent (either alone or as part of a joint venture), or a subsidiary of Respondent, claiming breach, default or
noncompliance of a contractual obligation by a purchaser of goods or services provided by Respondent.

F. Other Adverse Situations: A description of any present facts known to Respondent that might
reasonably be expected to adversely affect its ability to perform any aspect of an agreement resulting from this
RFP.

G. Authority: Respondent must state (and, if the ISO so requests, demonstrate to the ISO's reasonable
satisfaction) that the execution, delivery, and performance of an agreement with the ISO resulting from this RFP
will be within its lawful powers; that such an agreement when entered into will be duly authorized by all necessary
business entity action and will not violate or conflict with any of the terms or conditions in its governing documents,
any contract or other agreement to which it is a party or any law applicable to it; and that such an agreement when
entered into will constitute its legally valid and binding obligation enforceable against it in accordance with its
terms, subject to any equitable defense.
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2.2.2 The Technical Section Shall Contain the Following Information:

A. A cover letter with an inventory of the contents of the Technical Section. The agent representing
the Respondent shall sign this letter;

B. A complete, detailed, and clear description of the Qualified Resource(s) and its operating
characteristics, as detailed in Attachment | or Il to this RFP. Attachment | should be completed
by Respondents proposing GGF projects. Respondents proposing PLMPs should complete
Attachment II;

C. Documentation supporting Respondent’s capability to commence providing peak capability or
peak load management service to the ISO on April 1, 2001 (the “Availability Date”). Such
documentation should include a project development schedule with target dates for significant
project milestones, and a plan and schedule for obtaining, as applicable to the project being
proposed, all required land rights, all applicable permits, fuel and water arrangements,
interconnection, metering and telemetry arrangements and any necessary contractual
commitments with third parties; and

D. Documentation supporting the proposed locational incentive (i.e. (i) in the case of proposed GGF
projects, Respondent’s estimated incremental cost of locating the Project in the southern Tri-
Valley area over the cost of locating the project elsewhere on the ISO Controlled Grid; and (ii) in
the case of proposed PLMP projects, Respondent’s basis for concluding that the level of
incentive proposed is necessary to achieve the Demand reduction bid in the southern Tri-Valley
area.

2.2.3  The Pricing Section Shall Contain the Following Information:

A. A cover letter with an inventory of the contents in the Price Section. The agent representing the
Respondent shall sign this letter;

B. The number of megawatts (MW) of capability or service proposed;
C. The price, in U.S. dollars per megawatt ($/MW), that Respondent proposes for the capability or
service proposed (please note that this price should be stated as the total price for the five (5)

year term of proposed service); and

D. The kind and amount of performance security that Respondent proposes to secure its
performance of contractual commitments made under an awarded agreement.

2.24  Terms and Conditions of Service:
All Respondents submitting successful proposals to provide service through a GGF must execute a

Participating Generator Agreement in the form of the PGA Pro Forma attached as Exhibit B, and the Pro Forma
Pilot Agreement attached as Exhibit C. All Respondents submitting successful proposals to provide service
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through load management resources must execute a Participating Load Agreement in the form of the PLA Pro
Forma attached as Exhibit D, and the Pro Forma Pilot Agreement, attached as Exhibit C.

2.3 Acceptance of Proposals

The 1SO reserves the right to reject any and all proposals, and any portion of a specific proposal, as well
as the right to waive any informality or irregularity in any proposal received by it. The ISO also reserves the right
to award an agreement to a Respondent based on factors other than price. The ISO assumes no obligation under
this RFP, and is not bound to procure the service from any Respondent to this RFP. The ISO assumes no
obligation to provide a reason for rejection of a Respondent’s proposal. The ISO reserves the right to amend or
withdraw this RFP at any time. Respondents assume the risk that the ISO may reject bids for any reason, may
reject all bids, may make no award, and may withdraw the RFP without incurring any liability.

The ISO reserves the right to accept the proposal that in its sole judgment best serves its interests.

Bidders are advised that the ISO’s acceptance of a proposal, should it decide to accept one, will not be
binding upon the ISO, and the I1SO will incur no obligation by accepting a proposal, until all conditions are
satisfied, including, without limitation, each of the following: (a) approval of the selection by the ISO Board of
Governors; (b) satisfaction by the Respondent of any conditions described in the ISO’s selection and/or the
resolution of the ISO Board approving the selection; (c) execution of all necessary contracts; (c) acceptance or
approval of all contracts by the FERC or by any other regulatory agency having jurisdiction; (d) approval by the
FERC of the ISO’s recovery of all costs incurred under the contracts with the Respondent from PG&E; (e)
approval by the FERC of PG&E’s recovery of the costs charged to it by the ISO under the TRBA of its
Transmission Owner Tariff; (f) posting by the Respondent of all required security; and (g) satisfaction of any other
conditions stated by the ISO in connection with the acceptance of the proposal.

2.4 Evaluation Criteria
The 1SO will evaluate each proposal based on cost efficiency subject to the following constraints:

1) The Qualified Resource’s capability to commence providing peak capability or peak load
management service on the Availability Date;

2) The Qualified Resource’s operating characteristics, including such Resource’s capability to fully
meet the reliability concerns addressed by the transmission expansion alternative;

3) For proposals to provide service through Grid Generation Facilities, Respondent’s agreement to
execute a PGA in the form of the PGA Pro Forma attached as Exhibit B and Pilot Agreement in
the form of the Pro Forma attached as "Exhibit C"; and for proposals to provide service through
Peak Load Management Projects, Respondent’s agreement to execute a PLA in the form of the
PLA Pro Forma attached as Exhibit D and Pilot Agreement in the form of the Pro Forma attached
as "Exhibit C";

4) The adequacy of the type and amount of performance security Respondent proposes to provide
to secure its performance of contractual commitments made under any awarded agreement;

5) The adequacy of Respondent’s cost justification for the locational incentive proposed it its bid;

10
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6) Ability to provide proposed services;
7) Safety;

8) Future impact on all markets;

9) Environmental implications, and

10) Impact, if any, on 1SO’s tax exempt financing.
25 Delivery of Proposals

Proposals shall be submitted in a sealed envelope. Proposals shall be marked on the exterior to identify
the Respondent’s name and the following designation:

California Independent System Operator Corporation
Pilot RFP for Transmission Expansion Alternatives
CONFIDENTIAL - Do not open without prior notification

A total of one unbound signed original and nine (9) signed and sealed copies of the proposal shall be
submitted to:

Mail and Courier Address:
California Independent System Operator Corporation
151 Blue Ravine Road
Folsom, CA 95630

Attention:  Mr. Brian Theaker
Pilot RFP for Transmission Expansion Alternatives

11
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ATTACHMENT 1

CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
REQUEST FOR PROPOSAL

SOUTHERN TRI-VALLEY AREA TRANSMISSION EXPANSION ALTERNATIVES

GRID GENERATING FACILITIES

Description of Units and Performance Requirements

1. Description of Facility:
2. Name of Owner:
3. Description of Units:
GGF GGF GGF
Fuel Type

Maximum Net Capability (MW)

Contracted Capability (MW)

Minimum Load (MW)

Power Factor Range (lead to lag)

Load (MW) at 0.95 leading power factor (MW)

Load (MW) at 0.95 lagaing power factor (MW)

Maximum Reactive Power, Leading (MVAR)

Load at Maximum Leading Reactive Power (MW)

Maximum Reactive Power, Lagging (MVAR)

Load at Maximum Lagaqing Reactive Power (MW)

Black Start Capable (Y/N)

Automatic Start or Ramp (Y/N)*

Time from Cold Start to Contracted Capability
(minutes)

Minimum Run Time (minutes)

Ramp Rate (MW/min)

Minimum Off Time (minutes)

* |f“Y”, describe the conditions under which the GGF will start or ramp automatically.

12



Request for Proposals

List all limitations and their cause, including air emissions limits, limits due to ambient temperature, limits
resulting from special operating requirements, and existing contractual limitations:

Delivery Point:
Unit Interconnection Point* Voltage

*Designate Radum substation, Vineyard substation, Vineyard 60kV line, distribution feeder to Radum
substation or distribution feeder to Vineyard substation.

Metering and Related Arrangements:

Unit Meter Location Meter Type

13



Request for Proposals
ATTACHMENT I

CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
REQUEST FOR PROPOSAL

SOUTHERN TRI-VALLEY AREA TRANSMISSION EXPANSION ALTERNATIVES

PEAK LOAD MANAGEMENT PROJECTS

Describe the load management scheme, including:

the type (industrial, agricultural pumping, commercial, residential, etc.) of load involved,;

the total amount of load represented by the project;

whether the load is committed for reduction as a Fixed Load Reduction or a Variable Load Reduction;

for a Fixed Load Reduction project, the total amount of load committed for reduction (this amount must be at
least 1 MW);

for a Variable Load Reduction project, the pre-determined level to which load will be reduced;

how the project will comply with requirements for receipt of dispatch notices from the 1SO;

the maximum time, in minutes, between notification and full load reduction (not to exceed 30 minutes when
notification is given in real time);

how the load will be reduced;

how the load will be restored;

how the load will be scheduled, metered, and telemetered in accordance with ISO requirements during the
Peak Periods of calendar years 2001 and 2005. Include specific information about the equipment that will be
used;

whether the load management scheme is currently a remedial actions scheme, and if so provide a description
of the remedial action scheme and attach all agreements with the load to be dropped;

the primary distribution substation or transmission substation to which all loads in the project can be
aggregated. Provide a map that identifies the location of each facility included in the project; and
interconnection point designation (Radum substation, Vineyard substation, Vineyard 60kV line, distribution
feeder to Radum substation or distribution feeder to Vineyard substation).

. Describe each individual facility to be included in the project, including:

the name and address of the customer that occupies the facility;

a contact person at the individual facility, and a phone number, fax number, email address for the contact
person;

the building square footage;

the typical load profile for the facility during Peak Periods;

the total amount of load at the facility and the individual load/rating of each major piece of equipment that is
included in the total load;

the amount of load committed for reduction and how the load reduction will be accomplished:;

the meter and any telemetry equipment that is currently installed at the facility.

14



Request for Proposals

3. Ifthe project is to be a Fixed Load Reduction project:

specify the maximum number of MWs by which load will be reduced (not less than IMW);

provide the proposed baseline against which the load reduction will be credited, an explanation of how the
baseline was developed, and any necessary calculations and documentation to support the baseline. Such
baseline should state a projected demand for every Peak Hour in every Peak Period of calendar years 2001
through 2005. The baseline should be based on the historical usage data for the facilities that comprise the
project that was used as a basis for billing during the two most recent calendar years, unless use of such data
would be clearly unreasonable. If less than two years of historical usage data is available, or if use of
available historical usage data would be unreasonable, the proposed baseline should be based on reasonable
estimates that must be explained and justified in detail. All data used to support the proposed baseline must
be made available to the ISO upon request.

If a project is a Variable Load Reduction project:

specify the predetermined level to which load will be reduced;

demonstrate that the reduction to the predetermined level constitutes a reduction of IMW or more during
Peak Hours in Peak Periods and provide documentation to support this conclusion. Such demonstration
should be based on the historical usage data for the facilities that comprise the project that was used as a
basis for billing during the two most recent calendar years, unless use of such data would be clearly
unreasonable. Such demonstration should show that the predetermined level is at least LMW less than the
lowest aggregate demand of the project (the sum of the demand of all facilities included in the project) in any
Peak Hour in any Peak Period during the two most recent calendar years. If less than two years of historical
usage data is available, or if use of available historical usage data would be unreasonable, the demonstration
should be based on reasonable estimates that must be explained and justified in detail. All data used to
support the demonstration must be made available to the ISO upon request.

Please describe all contractual requirements, operating constraints, and other limitations that impact the
operation and/or load profile of the project.

Provide any other relevant information.

15
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EXHIBIT A

Southern Tri-Valley Area
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EXHIBIT B

CALIFORNIA INDEPENDENT SYSTEM
OPERATOR

AND

[PARTICIPATING GENERATOR]

PRO FORMA

PARTICIPATING GENERATOR
AGREEMENT
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PRO FORMA PARTICIPATING GENERATOR AGREEMENT

PGA
THIS AGREEMENT is dated this day of : and is entered into, by and
between:
(2) [Full Legal Name] having its registered and principal place of business located at

[Address] (the "Participating Generator”);
and
2) California Independent System Operator Corporation, a California nonprofit public
benefit corporation having a principal executive office located at such place in the State
of California as the ISO Governing Board may from time to time designate, initially 151

Blue Ravine Road, Folsom, California 95630 (the “ISO”).

The Participating Generator and the 1SO are hereinafter referred to as the “Parties”.

Whereas:

A. The 1SO Tariff provides that the 1SO shall not schedule Energy or Ancillary Services
generated by any Generating Unit interconnected to the 1SO Controlled Grid, or to the
Distribution System of a Participating TO or of a UDC otherwise than through a Scheduling
Coordinator.

B. The I1SO Tariff further provides that the 1ISO shall not be obliged to accept Schedules or
Adjustment Bids or bids for Ancillary Services relating to Generation from any Generating
Unit interconnected to the ISO Controlled Grid unless the relevant Generator undertakes in

writing to the ISO to comply with all applicable provisions of the ISO Tariff.
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C. The Participating Generator wishes to be able to Schedule Energy and to submit Adjustment
Bids, Supplemental Energy bids and bids for Ancillary Services to the ISO through a
Scheduling Coordinator and, therefore, wishes to undertake to the ISO that it will comply
with the applicable provisions of the ISO Tariff.

D. The Parties are entering into this Agreement in order to establish the terms and conditions
on which the 1ISO and the Participating Generator will discharge their respective duties and

responsibilities under the 1SO Tariff.

NOW THEREFORE, in consideration of the mutual covenants set forth herein, THE PARTIES

AGREE as follows:

ARTICLE |

DEFINITIONS AND INTERPRETATION

Master Definitions Supplement. All terms and expressions used in this Agreement shall have the same
meaning as those contained in the Master Definitions Supplement to the ISO Tarriff.
Rules of Interpretation. The following rules of interpretation and conventions shall apply to this

Agreement:

(a) if there is any inconsistency between this Agreement and the 1SO Tariff, the ISO

Tariff will prevail to the extent of the inconsistency;
(b) the singular shall include the plural and vice versa;
(c) the masculine shall include the feminine and neutral and vice versa;

(d) “includes” or “including” shall mean “including without limitation”;
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(e)

(f)

(9)

(h)

(),

(k)

references to a Section, Article or Schedule shall mean a Section, Article or a
Schedule of this Agreement, as the case may be, unless the context otherwise

requires;

a reference to a given agreement or instrument shall be a reference to that
agreement or instrument as modified, amended, supplemented or restated

through the date as of which such reference is made;

unless the context otherwise requires, references to any law shall be deemed
references to such law as it may be amended, replaced or restated from time to

time;

unless the context otherwise requires, any reference to a “person” includes any
individual, partnership, firm, company, corporation, joint venture, trust,
association, organization or other entity, in each case whether or not having

separate legal personality;

unless the context otherwise requires, any reference to a Party includes a

reference to its permitted successors and assigns;

any reference to a day, week, month or year is to a calendar day, week, month or

year; and

the captions and headings in this Agreement are inserted solely to facilitate
reference and shall have no bearing upon the interpretation of any of the terms

and conditions of this Agreement.
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2.2

2.2.1

ARTICLE Il

ACKNOWLEDGEMENTS OF PARTICIPATING GENERATOR AND ISO

ISO Responsibility. The Parties acknowledge that the I1SO is responsible for the efficient use and
reliable operation of the ISO Controlled Grid consistent with achievement of planning and
operating reserve criteria no less stringent than those established by the Western Systems
Coordinating Council and the North American Electric Reliability Council and further acknowledges
that the ISO may not be able to satisfy fully these responsibilities if the Participating Generator fails
to fully comply with all of its obligations under this Agreement and the ISO Tarriff.

Scope of Application to Parties. The Participating Generator and ISO acknowledge that all
Generators, except those specified in Section 2.2.1 of this Agreement, wishing to schedule Energy
and to submit Adjustment Bids, Supplemental Energy bids and bids for Ancillary Services to the
ISO through a Scheduling Coordinator must sign this Agreement in accordance with Section 5 of
the 1SO Tariff.

Exemption for Certain Generators. The Generator with an existing power purchase
agreement with a UDC is not required to sign a Participating Generator Agreement if: (a)
the Generator sells all of its Energy (excluding any Energy consumed by auxiliary load
equipment electrically connected to that Generator at the same point) and Ancillary
Services to the UDC; (b) the Generator sells any Energy through "over the fence”
arrangements as authorized under Section 218(b) of the California Public Utilities Code;
or (c) the Generator employs landfill gas technology for the generation of electricity as
authorized under 218(c) of the California Public Utilities Code. With respect to
subsections (a) and (b), an existing power purchase agreement shall mean an
agreement which has been entered into and is effective as of December 20, 1995. With
respect to subsection (c), an existing power purchase agreement shall mean an

agreement which has been entered into and is effective as of December 31, 1996.
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3.2

3.2.1

3.2.2

ARTICLE 1lI

TERM AND TERMINATION

Effective Date. This Agreement shall be effective as of the later of the date it is executed by the
Parties or the date accepted for filing and made effective by FERC, and shall remain in full force
and effect until terminated pursuant to Section 3.2 of this Agreement.

Termination

Termination by ISO. Subject to Section 5.2, the ISO may terminate this Agreement by
giving written notice of termination in the event that the Participating Generator commits
any material default under this Agreement and/or the 1SO Tariff which, if capable of
being remedied, is not remedied within thirty (30) days after the ISO has given, to the
Participating Generator, written notice of the default, unless excused by reason of
Uncontrollable Forces in accordance with Article X of this Agreement. With respect to
any notice of termination given pursuant to this Section, the ISO must file a timely notice
of termination with FERC. The filing of the notice of termination by the ISO will be
considered timely if: (1) the request to file a notice of termination is made after the
preconditions for termination have been met, and (2) the ISO files the notice of
termination within 30 days of receipt of such request. This Agreement shall terminate

upon acceptance by FERC of such a notice of termination.

Termination by Participating Generator. In the event that the Participating Generator
no longer wishes to schedule Energy or provide Ancillary Services through a Scheduling
Coordinator over the ISO Controlled Grid, it may terminate this Agreement, on giving the
ISO ninety (90) days written notice, provided, however, that in accordance with Section

4.1.3, the Participating Generator may modify Schedule 1 to eliminate Generating Units
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411

4.1.2

4.1.3

which it no longer owns or no longer has contractual entitlement to and such
modification shall be effective upon receipt by the ISO. With respect to any notice of
termination given pursuant to this Section, the ISO must file a timely notice of
termination with FERC. The filing of the notice of termination by the ISO will be
considered timely if: (1) the request to file a notice of termination is made after the
preconditions for termination have been met, and (2) the ISO files the notice of
termination within 30 days of receipt of such request. This Agreement shall terminate

upon acceptance by FERC of such a notice of termination.

ARTICLE IV
GENERAL TERMS AND CONDITIONS

Generating Units
Identification of Generating Units. The Participating Generator has identified the
Generating Units that it owns, operates or has a contractual entitlement to in

Schedule 1, as required by Section 5.3 of the ISO Tariff.

Technical Characteristics. The Participating Generator has provided to the ISO in
Schedule 1 the required information regarding the capacity and operating characteristics
of each of the Generating Units listed in that schedule. Pursuant to Section 2.5.25 of the
ISO Tariff, the ISO may verify, inspect and test the capacity and operating

characteristics provided in Schedule 1.

Notification of Changes. Sixty (60) days prior to changing any technical information in
Schedule 1, the Participating Generator shall notify the 1SO of the proposed changes.
Pursuant to Section 2.5.25 of the ISO Tariff, the ISO may verify, inspect and test the
capacity and operating characteristics provided in the revised Schedule 1. The change

will become effective at the earliest opportunity the ISO has to incorporate the change
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4.2

4.3

43.1

4.3.2

4.3.3

into the ISO’s Master File. Subject to such notification this Agreement shall not apply to
any generating unit identified in Schedule 1 which the Participating Generator no longer

owns or no longer has contractual entitlement to.

Agreement Subject to ISO Tariff. The Parties will comply with all applicable provisions of the
ISO Tariff, including Sections 2.3.2, 2.5.3.4 and 5. This Agreement shall be subject to the ISO
Tariff which shall be deemed to be incorporated herein.

Obligations Relating to Ancillary Services

Submission of Bids. When the Scheduling Coordinator on behalf of the Participating
Generator submits a bid for Ancillary Services, the Participating Generator will, by the
operation of this Section 4.3.1, warrant to the ISO that it has the capability to provide that
service in accordance with the ISO Tariff and that it will comply with ISO Dispatch

instructions for the provision of the service in accordance with the 1SO Tariff.

Certification. Except as provided in Section 4.3.3, the Participating Generator shall not
use a Scheduling Coordinator to submit a bid for the provision of an Ancillary Service or
submit a schedule for the self provision of an Ancillary Service unless the Scheduling
Coordinator serving that Participating Generator is in possession of a current certificate

pursuant to Sections 2.5.6 and 2.5.24 of the ISO Tariff.

Initial Exemption. Not later than November 1, 1998, the ISO shall fully implement its
certification process in accordance with Sections 2.5.6 and 2.5.24 of the ISO Tariff. Until
full implementation of the certification process and notification of the Participating
Generator and its Scheduling Coordinator of the completion of such process, the non-
certified Scheduling Coordinator on behalf of a Participating Generator may submit a bid
for the provision of an Ancillary Service or submit a schedule for the self provision of an

Ancillary Service. Upon timely notification by the ISO, the Participating Generator must
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4.4

441

51

52

complete the certification process prior to November 1, 1998 to continue its participation

in accordance with Section 4.3.2 of this Agreement.

Obligations relating to Major Incidents
Major Incident Reports. The Participating Generator shall promptly provide such
information as the 1ISO may reasonably request in relation to major incidents, in

accordance with Section 5.8.3 of the ISO Tariff.

ARTICLE V

PENALTIES AND SANCTIONS

Penalties. If the Participating Generator fails to comply with any provisions of this Agreement, the
ISO shall be entitled to impose penalties and sanctions on the Participating Generator. No
penalties or sanctions may be imposed under this Agreement unless a Schedule providing for
such penalties or sanctions has first been filed with and made effective by FERC. Nothing in the
Agreement, with the exception of the provisions relating to ADR, shall be construed as waiving the
rights of the Participating Generator to oppose or protest any penalty proposed by the ISO to the
FERC or the specific imposition by the ISO of any FERC-approved penalty on the Participating
Generator.

Corrective Measures. If the Participating Generator fails to meet or maintain the requirements set
forth in this Agreement and/or the ISO Tariff, the ISO shall be permitted to take any of the
measures, contained or referenced in the ISO Tariff, which the ISO deems to be necessary to

correct the situation.
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ARTICLE VI

COSTS

6.1 Operating and Maintenance Costs. The Participating Generator shall be responsible for all its
costs incurred in connection with operating and maintaining the Generating Units identified in

Schedule 1 for the purpose of meeting its obligations under this Agreement.

ARTICLE VII

DISPUTE RESOLUTION

7.1 Dispute Resolution. The Parties shall make reasonable efforts to settle all disputes arising out of
or in connection with this Agreement. In the event any dispute is not settled, the Parties shall
adhere to the ISO ADR Procedures set forth in Section 13 of the ISO Tariff, which is incorporated
by reference, except that any reference in Section 13 of the ISO Tariff to Market Participants shall
be read as a reference to the Participating Generator and references to the ISO Tariff shall be read

as references to this Agreement.

ARTICLE VI

REPRESENTATIONS AND WARRANTIES

8.1 Representation and Warranties. Each Party represents and warrants that the execution,
delivery and performance of this Agreement by it has been duly authorized by all necessary

corporate and/or governmental actions, to the extent authorized by law.



Ea CALFORNIA 150 PRO FormA PARTICIPATING GENERATOR AGREEMENT

8.2 Necessary Approvals. The Participating Generator represents that all necessary leases,
approvals, permits, licenses, easements, rights of way or access to install, own and/or operate its
Generating Units have been or will be obtained by the Participating Generator prior to the effective

date of this Agreement.

ARTICLE IX

LIABILITY

9.1 Liability. The provisions of Section 14 of the ISO Tariff will apply to liability arising under this
Agreement, except that all references in Section 14 of the ISO Tariff to Market Participants shall be
read as references to the Participating Generator and references to the ISO Tariff shall be read as

references to this Agreement.

ARTICLE X

UNCONTROLLABLE FORCES

10.1  Uncontrollable Forces Tariff Provisions. Section 15 of the ISO Tariff shall be incorporated by
reference into this Agreement except that all references in Section 15 of the 1ISO Tarriff to Market
Participants shall be read as a reference to the Participating Generator and references to the 1ISO

Tariff shall be read as references to this Agreement.

10
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11.2

11.3

114

ARTICLE Xl

MISCELLANEOUS
Assignments. Either Party may assign or transfer any or all of its rights and/or
obligations under this Agreement with the other Party’s prior written consent in
accordance with Section 17 of the ISO Tariff. Such consent shall not be unreasonably
withheld. Any such transfer or assignment shall be conditioned upon the successor in
interest accepting the rights and/or obligations under this Agreement as if said successor
in interest was an original Party to this Agreement.
Notices. Any notice, demand or request which may be given to or made upon either
Party regarding this Agreement shall be made in accordance with Section 20.1 of the
ISO Tariff. A Party must update the information in Schedule 3 of this Agreement as
information changes. Such changes shall not constitute an amendment to this
Agreement.
Waivers. Any waivers at any time by either Party of its rights with respect to any default
under this Agreement, or with respect to any other matter arising in connection with this
Agreement, shall not constitute or be deemed a waiver with respect to any subsequent
default or other matter arising in connection with this Agreement. Any delay, short of the
statutory period of limitations, in asserting or enforcing any right under this Agreement
shall not constitute or be deemed a waiver of such right.
Governing Law and Forum. This Agreement shall be deemed to be a contract made
under, and for all purposes shall be governed by and construed in accordance with, the
laws of the State of California, except its conflict of law provisions. The Parties
irrevocably consents that any legal action or proceeding arising under or relating to this
Agreement to which the ISO ADR Procedures do not apply, shall be brought in any of

the following forums, as appropriate: any court of the State of California, any federal

11
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11.6

11.7

11.8

11.9

court of the United States of America located in the State of California, or, where subject
to its jurisdiction, before the Federal Energy Regulatory Commission.

Consistency with Federal Laws and Regulations. This Agreement shall incorporate
by reference Section 20.8 of the ISO Tariff as if the references to the ISO Tariff were
referring to this Agreement.

Merger. This Agreement constitutes the complete and final agreement of the Parties
with respect to the subject matter hereto and supersedes all prior agreements, whether
written or oral, with respect to such subject matter.

Severability. If any term, covenant, or condition of this Agreement 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
Agreement and their application shall not be affected thereby, but shall remain in force
and effect and 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
separable from all other provisions of this Agreement.

Section Headings: Section headings provided in this Agreement are for ease of
reading and are not meant to interpret the text in each Section.

Amendments. This Agreement and the Schedules attached hereto may be amended
from time to time by the mutual agreement of the Parties in writing. Amendments that
require FERC approval shall not take effect until FERC has accepted such amendments
for filing and made them effective. If the amendment does not require FERC approval,

the amendment will be filed with FERC for information.

12
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11.10 Counterparts. This Agreement may be executed in one or more counterparts at
different times, each of which shall be regarded as an original and all of which, taken

together, shall constitute one and the same Agreement.

IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be duly executed

on behalf of each by and through their authorized representatives as of the date hereinabove

written.

California Independent System Operator Corporation

By:

Name:

Title:

Date:

[NAME OF PARTICIPATING GENERATOR]

By:

Name:

Title:

Date:

13
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SCHEDULE 1

Section 1: Technical Characteristics of Participating Generator Units
(Name of Company)

Normal Extended
Minimum M aximum M aximum M aximum
Operating Operating Operating | Normal Ramp
Name of Facility Control Room Capacity Limit 1/ Limit 1/ Limit 1/ 2/ Rate 1/ 2/
(Including Unit Number) Name of Owner Telephone Number 1SO Resource |D Type of Unit (MW) (MW) (MW) (MW) (MW/Min)

Thermal

Hydroelectric

Nuclear

Exempt Units

Curtailable Demand

Synchronous Condensers

1/ Current effective values for purposes of scheduling Energy and bidding to provide Energy and/or Ancillary Servicesin ISO markets may differ from those set forth in this Schedule 1, depending on the
of SO performance testing pursuant to Sections 2.5.24 and 2.5.25 of the ISO Tariff and Section 9 of the ISO Ancillary Services Requirements Protocol.
2/ These values are subject to certification by the SO in accordance with Section 4.3.2 of the Participating Generator Agreement.

14
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SCHEDULE 1

Section 2: Limitations
(Name of Company)

Reference #

Description of Limitation

15
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[Note: Thefollowing Instructionsare for informational purposesonly. They arenot part of the Pro Forma PGA ]

Instructions for Filling Out a Schedule 1

Include the information shown below in the columns of Section 1 of the Schedule 1.

The limitations that will affect the technical characteristics and performance of the facility should be listed in Section 2 of the Schedule 1.
Facilities with multiple units should list each unit separately.

Column Heading

Information to Includein Schedule 1

Name of Facility (Including Unit Number)

Name of Owner

Full name of the facility, as used in scheduling with the 1SO, with each unit listed individually.
The items listed should be broken out among the following categories. Thermal,
Hydroelectric, Nuclear, Exempt Units, Curtailable Demand, and Synchronous Condensers.
Depending on how aresource is operated and bid by the Scheduling Coordinator, a resource
could be included under two of the categories. However, in such circumstances, the resource
should have two distinct ISO Resource IDs.

Full legal name of the owner(s) of the unit.

Control Room Telephone Number

Area code and telephone number that can be used to contact the facility/unit 24 hours a day.

SO Resource ID "Resource ID" for the unit that is used in the ISO Master File.

Type of Unit Type of unit, such as thermal, geothermal, combustion turbine, hydro-impulse, hydro-reaction,
pump-turbine, nuclear.

Capacity (MW) Installed rating of the unit (in megawatts).

Minimum Operating Limit (MW) 1/

Minimum operating limit of the unit (in megawatts).

Norma Maximum Operating Limit (MW) 1/

Normal maximum operating limit of the unit (in megawatts).

16
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Extended Maximum Operating Limit (MW) 1/ |Extended maximum operating limit of the unit (in megawatts).
2/

Maximum Normal Ramp Rate (MW/Min) 1/ Maximum ramp rate that the unit can achieve within normal operating limits, expressed in

2/ megawatts per minute.

Startup-Time (Hrs) 1/ Amount of time, in hours (for example, 0.2 hours), that it takes the unit to be synchronized to
the system from shutdown.

Minimum Run Time (Hrs) 1/ Minimum amount of time, expressed in hours, that the unit must be operated when called upon
by the 1SO out-of-market or under a Reliability Must Run contract.

Limitations (Reference #) Limitations that affect the technical characteristics and performance of the unit (noted by a
reference number in Section 1 of the Schedule 1 and described in detail in Section 2 of the
Schedule 1).

1/ These values may be tested from time to time by the
ISO.

2/ These values are subject to certification by the SO in accordance with Section 4.3.2 of the Participating Generator Agreement.

17



Ea CALFORNIA 150 PRO FormA PARTICIPATING GENERATOR AGREEMENT

SCHEDULE 2

ISO IMPOSED PENALTIES AND SANCTIONS
[Section 5.1]

[TO BE INSERTED UPON FERC APPROVAL]

18
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SCHEDULE 3

NOTICES
(Section 10.2)

Participating Generator

Name of the Primary

Representative:

Address:

City/State/Zip Code

Email Address:

Phone:

Fax No:

Name of Alternative

Representative:

Address:

City/State/Zip Code

Email Address:

Phone:

Fax No:

19
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ISO

Name of the Primary

Representative:
Address:
City/State/Zip Code
Email Address:
Phone:

Fax No:

Name of Alternative

Representative:
Address:
City/State/Zip Code
Email Address:
Phone:

Fax No:

PRO FormA PARTICIPATING GENERATOR AGREEMENT
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EXHIBITC

PRO FORMA

PILOT AGREEMENT FOR TRANSMISSION EXPANSION
ALTERNATIVE

Between

[Owner]

and

CALIFORNIA INDEPENDENT SYSTEM OPERATOR
CORPORATION
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PRO FORMA

PILOT AGREEMENT FOR TRANSMISSION EXPANSION ALTERNATIVE

THIS AGREEMENT is made as of the day of , 20 , between:

D , a [corporation/limited liability

company/municipal corporation] organized under the laws of the State of

(“Owner™);

and
2) CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION, a California
nonprofit public benefit corporation incorporated under the laws of the State of
California having a principal executive office located at 151 Blue Ravine Road, Folsom,

California 95630 (“1SO”).

RECITALS

A. Under Section 345 of the California Public Utilities Code, 1SO is responsible for the efficient use
and reliable operation of the ISO Controlled Grid;

B. On January 14, 2000, ISO issued a Request for Proposals seeking alternatives to a transmission
project proposed by Pacific Gas and Electric Company (“PG&E”) to meet future local reliability
requirements in the southern Tri-Valley area of its Service Area, which could be dispatched under
the terms and conditions of this Agreement to support the reliable operation of the ISO Controlled
Grid;

C. Owner submitted a proposal in response to ISO’s Request for Proposals, is willing to supply
Committed Capability to ISO in accordance with the terms and conditions of this Agreement, and
acknowledges that ISO is relying on the Committed Capability supplied by Owner to support the
reliable operation of the ISO Controlled Grid. Owner is the owner or lessee of, or is otherwise

authorized to dispatch and market the Committed Capability produced from and provided by, the
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Grid Generating Facility or Peak Load Management Project described in Schedule A to this

Agreement.

In consideration of the covenants and agreements contained in this Agreement, the Parties

agree as follows:

ARTICLE 1

DEFINITIONS
Terms, when used with initial capitalization in this Agreement and the attached Schedules shall have
the meanings set out below. Terms used with initial capitalization in this Agreement and the attached
Schedules, but not defined below, shall, if defined in Appendix A to the ISO Tariff, have the meanings
set forth therein. The singular shall include the plural and vice versa. “Includes” or “including” shall
mean “including without limitation.” References to a Section, Article or Schedule shall mean a
Section, Article or Schedule of this Agreement, unless another agreement or instrument is specified.
Unless the context otherwise requires, references to any law shall be deemed references to such law
as amended, replaced or restated from time to time. Unless the context otherwise requires, any
reference to a “person” includes any individual, partnership, firm, company, corporation, joint venture,
trust, association, organization or other entity, in each case whether or not having separate legal
identity. References to “Owner” or “ISO” shall, unless the context otherwise requires, mean Owner
and ISO respectively and their permitted assigns and successors. References to sections or

provisions of the ISO Tariff include any succeeding sections or provisions of the ISO Tariff.

“ADR” means alternative dispute resolution pursuant to Section 12.1.
“Affected Participating Transmission Owner” is an entity which, under the ISO Tariff, is
responsible for paying all or part of the costs incurred by ISO under this Agreement.

“Affected Participating Transmission Owner Invoice” is defined in Section 10.4(b).
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“Agreement” means this Pilot Agreement for Transmission Expansion Alternative, including
Schedules A through F (which are attached to and incorporated by reference into this
Agreement), as amended from time to time.

“Annual Performance Payment” is defined in Section 9.1.

“Availability” means, in relation to a Project, the maximum quantity of Committed Capability
the Project is capable of producing at any given time.

“Billing Month” is defined in Section 10.1(b).

“Business Day” means any of Monday through Friday, excluding any day which is a Federal
bank holiday.

“Committed Capability”  means (i) with respect to a Project involving a Grid Generating
Facility, electric generating capacity that Owner agrees to Deliver in accordance with ISO
Dispatch Notices and Incremental Dispatch Notices by producing associated Energy, (ii) with
respect to a Project involving a Peak Load Management Project providing a Fixed Load
Reduction, the reduction in Demand that Owner agrees to Deliver in accordance with Dispatch
Notices and Incremental Dispatch Notices in a manner that reduces loadings on the ISO
Controlled Grid equivalent to the production of Energy by an electric generating facility, and
(iif) with respect to a Project involving a Peak Load Management Project providing a Variable
Load Reduction, the reduction in Demand that Owner agrees to Deliver to achieve a Demand
of no more than the MW set forth in ISO Dispatch Notices and Incremental Dispatch Notices in
a manner that reduces loadings on the ISO Controlled Grid equivalent to the production of
Energy by an electric generating facility. Committed Capability of a Project shall be expressed
in MWs. Committed Capability does not include the Energy that a Project produces when it
supplies Committed Capability to the ISO in accordance with this Agreement.

“Contracted Capability” means the maximum amount of Committed Capability that Owner

has agreed to provide from the Project. The Contracted Capability is set forth on Schedule A.
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“Deliver” means, (i) with respect to a GGF, to deliver, by producing associated Energy, an
amount of Committed Capability to the ISO Controlled Grid or the Distribution Grid (at the
Delivery Point or such other point as the Parties may otherwise agree) pursuant to a Dispatch
Notice or an Incremental Dispatch Notice, and (ii) with respect to a PLMP, to reduce Demand
by an amount of Committed Capability on the ISO Controlled Grid or the Distribution Grid (at
the Delivery Point or such other point as the Parties may otherwise agree) pursuant to a
Dispatch Notice or Incremental Dispatch Notice, and the terms “Delivered” and “Delivering”
shall be construed accordingly.

“Delivery Point” means the point identified in Section 4 of Schedule A where Committed
Capability is Delivered from a Project.

“Dispatch Notice” means a notice issued for Peak Periods by ISO to Owner’s Scheduling
Coordinator in accordance with Section 4.2 requesting dispatch of the Project to provide
Committed Capability under this Agreement.

“Distribution Grid” means the radial lines, distribution lines and other facilities, other than the
ISO Controlled Grid, used to transmit Energy from the Project to the ISO Controlled Grid, if the
Project is a GGF, or on which Committed Capability is Delivered by the Project, if the Project is
a PLMP.

“Due Date” means the date that is the 30th day after the date on which a Party submits an
Invoice to the other Party. If the 30th day is not a Business Day, the Due Date shall be the
next Business Day.

“Effective Date” means the date this Agreement becomes effective pursuant to Section 2.1.
“Energy” means electrical energy.

“Facility Trust Account” is defined in Section 10.2.

“Failed Dispatch Hour” means an hour in which Owner fails to Deliver at least ninety seven
percent (97%) of the Requested MW requested in a Dispatch Notice and/or an Incremental

Dispatch Notice issued by ISO under this Agreement.
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“FERC” means the Federal Energy Regulatory Commission, any successor agency, or any
other agency to whom authority under the Federal Power Act affecting this Agreement has
been delegated.

“Final Invoice” means the invoice issued by Owner to ISO under Section 10.8(a).

“Fixed Load Reduction” means, with respect to a PLMP, the provision of Committed
Capability through the reduction of Demand of no more than the amount of MW specified in
Schedule A, such amount to remain applicable throughout the term of this Agreement, from
the MW for the applicable Peak Hour as set forth in Schedule A-1.

“Fixed Price Amount” means the price at which Owner has agreed to provide Committed
Capability, up to the amount of Contracted Capability, over the full term of this Agreement,
determined in accordance with Article Il and in accordance with all provisions of this
Agreement, expressed in $MW. The Fixed Price Amount is set forth on Schedule A.

“Force Majeure Event” means any occurrence beyond the reasonable control of a Party
which causes the Party to be unable to perform an obligation under this Agreement in whole or
in part and which could not have been avoided by the exercise of Good Industry Practice.
Force Majeure Event includes an act of God, war, civil disturbance, riot, strike or other labor
dispute, acts or failures to act of Governmental Authority, fire, explosion, flood, earthquake,
storm, lightning and other natural catastrophes. A Force Majeure Event shall not include lack
of finances or the price of fossil fuel or any other input required by a Party to perform an
obligation and, for purposes of Sections 9.2 (Non-Performance Payment Offset), 12.3
(Termination for Default) and 13.5 (Indemnification) of this Agreement, shall not include a
Forced Outage caused by the failure of equipment at the Project or any other circumstance or
event that uniquely affects the Project.

“Good Industry Practice” means any of the practices, methods, and acts engaged in or
approved by a significant portion of the electric power industry during the relevant time period,

or any of the practices, methods, and acts which, in the exercise of reasonable judgment in the
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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 Industry Practice does not require use of the optimum
practice, method, or act, but only requires use of practices, methods, or acts generally
accepted in the region covered by the Western Systems Coordinating Council.
“Governmental Authority”  means the government of any nation, any state or other political
subdivision thereof, including any entity exercising executive, legislative, judicial, regulatory or
administrative functions of or pertaining to a government.

“Grid Generating Facility” or “GGF” means a Generating Unit or Generating Units,
together with all protective and other associated equipment and improvements owned,
maintained and operated by Owner, which are necessary to produce electrical power and
provide Committed Capability, excluding land, land rights and interest in land. A GGF may
consist of the aggregated capability of a number of Generating Units, provided that (i) all such
Generating Units are ultimately interconnected with the ISO Controlled Grid or the Distribution
Grid; and (ii) all such Generating Units can be aggregated to a single transmission or
distribution substation. The GGF or GGFs providing Committed Capability under this
Agreement are identified on Schedule A.

“Incremental Dispatch Notice” means a notice issued by ISO to Owner’s Scheduling
Coordinator in accordance with Section 4.2.

“Interest Rate” means the lesser of the rate of interest per annum calculated in accordance
with 18 C.F.R. 35.19a of the FERC's regulations or the maximum rate permitted by law.
“Invoice” means an invoice issued by Owner to ISO underSection 10.1(b).

“ISO Tariff” means the California Independent System Operator Tariff, including the 1SO

Protocols, on file with FERC and in effect from time to time.
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“Market Transaction” means a delivery of Energy or provision of Ancillary Services from the
Project pursuant to a bilateral contract or a successful bid into markets run by the California
Power Exchange, ISO or any similar entity.

“Month” or “Monthly”  means a calendar month.

“Monthly Availability Payment” is defined in Section 9.1.

“MW” means one megawatt.

“MWh” means one megawatt hour.

“Non-Performance Payment Offset” means an amount computed pursuant to Section 9.2.
“Party” means either ISO or Owner, and “Parties” means ISO and Owner.

“Peak Day” means, during Peak Periods, the consecutive seventeen (17) hour period
commencing at 8:00 a.m. on a calendar day and extending until 1:00 a.m. on the next
following calendar day.

“Peak Hour” means an hour within Peak Hours.

“Peak Hours” mean each of the hours from 8:00 a.m. to 1:00 a.m. during the Peak Periods.
“Peak Periods” mean the periods from April 1 to October 31 of calendar years 2001 through
2005.

“Peak Load Management Project” or “PLMP” means a load management project that
produces Committed Capability by the reduction of electric load through means other than the
permanent closure of a building or other location at which electricity is consumed. A PLMP
may consist of the aggregated capability of a number of consumers to reduce electric load,
provided that (i) all such consumers are ultimately interconnected with the ISO Controlled Grid
or the Distribution Grid; and (ii) all such loads can be aggregated to a single transmission or
distribution substation. The PLMP or PLMPs providing Committed Capability under this
Agreement are identified on Schedule A.

“Project” means a Grid Generating Facility or a Peak Load Management Project.
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“Project Development Schedule”  means the project development schedule of milestone
activities and milestone completion dates set forth in Schedule B to this Agreement.

“PX Day Ahead Market” means the California Power Exchange’s day ahead market or, if
such market no longer exists, a comparable forward energy market designated by 1SO.
“Request for Proposals” means the Request for Proposal To Provide Southern Tri-Valley
Area Transmission Expansion Alternatives To California Independent System Operator
Corporation issued by ISO on January 14, 2000.

“Requested MW” means the MW of Committed Capability ISO requests Owner to Deliver
pursuant to a Dispatch Notice and/or an Incremental Dispatch Notice, which shall not exceed
the Contracted Capability.

“Requested Operation Period(s)” means the consecutive Peak Hours specified in a
Dispatch Notice and/or an Incremental Dispatch Notice during which ISO requests Delivery of
Committed Capability from the Project. A Requested Operation Period shall commence with
the Peak Hour specified by ISO in the Dispatch Notice or Incremental Dispatch Notice, as
applicable, and shall have a duration as so specified, provided that such duration shall not be
less than four (4) consecutive hours. There may be more than one Requested Operation
Period associated with a Dispatch Notice and/or an Incremental Dispatch Notice.
“Scheduling Coordinator”  means an entity certified by ISO for the purposes of undertaking
the functions specified in Section 2.2.6 of the ISO Tariff with respect to a Project.

“Variable Load Reduction” means, with respect to a PLMP Project, the provision of
Committed Capability through the reduction of Demand to the level (in MW) specified in
Schedule A.

“Year” means the twelve month period commencing on April 1 and extending until the

following March 31.
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ARTICLE 2
TERM

Term. This Agreement shall become effective as of the date it is executed by the Parties;
provided, however, that Articles 4 through 10 of this Agreement shall not become effective
until the date this Agreement is accepted for filing and made effective by FERC as a rate
schedule or, if Owner is not subject to FERC jurisdiction, the date that any necessary approval
of this Agreement is received from the Local Regulatory Authority having jurisdiction. This
Agreement shall continue in full force and effect until March 31, 2006 or until terminated in
accordance with the provisions of Section 2.2 of this Agreement.
Termination. This Agreement may be terminated:
® by ISO pursuant to Section 12.3 in the event of default by Owner; or
(i) by Owner pursuant to Section 12.3 in the event of default by ISO.
Effective Date of Expiration or Termination. If FERC authorization is required to give effect
to expiration or termination of this Agreement, the effective date of the expiration or
termination shall be the date FERC permits the expiration or termination to become effective.
Owner shall promptly file for the requisite FERC authorizations to terminate service under this
Agreement as of the proposed effective date of expiration or termination; provided, that
nothing in this Agreement shall prejudice the right of either Party to contest the other Party’s
claim that a termination or expiration has occurred. If FERC authorization is not required to
terminate service under this Agreement, the effective date of expiration or termination shall be
the later of (i) the date specified in ISO or Owner’s notice of termination or (ii) the date that all
conditions to the termination or expiration have been satisfied.
Effect of Expiration or Termination. Expiration or termination of this Agreement shall not
affect the accrued rights and obligations of either Party, including either Party’s obligations to

make all payments to the other Party pursuant to this Agreement.
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3.1

3.2

ARTICLE 3

PROJECT DEVELOPMENT

Project Development Schedule. Prior to Owner’'s demonstration of the Project’'s Contracted
Capability under Section 3.1, each month Owner shall provide ISO with written monthly report
of its Project development activities during the preceding month. Each such monthly report
shall describe Owner’s progress with respect to each milestone activity specified in the Project
Development Schedule and shall identify any event or circumstance that will affect, or may
reasonably be expected to affect, Owner’s ability to successfully complete the activity by the
associated milestone completion date. In addition, Owner shall notify ISO in writing upon its
successful completion of each milestone activity specified in the Project Development
Schedule. If Owner fails to complete a milestone activity specified in the Project Development
Schedule by the associated milestone completion date, and if, in ISO’s reasonable judgment,
such failure compromises Owner’s ability to Deliver Committed Capability commencing on
April 1, 2001, 1SO shall have the right to terminate this Agreement under Section 12.3

(Termination for Default).

Demonstration of Contracted Capability of the Project. On a date to be mutually agreed
upon between Owner and ISO, but in no event later than March 1, 2001, ISO shall issue a test
Dispatch Notice to a Scheduling Coordinator designated by Owner and Owner shall cause the
Project to supply Committed Capability in the amount of the Requested MW specified in the
test Dispatch Notice, which shall not exceed the Contracted Capability, for the Requested

Operation Period designated in the test Dispatch Notice, which shall commence no sooner
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than thirty (30) minutes after the issuance of the test Dispatch Notice and shall be for a
duration of at least four (4) hours. In order for ISO’s obligations under this Agreement to
become effective, the Project must supply at least ninety-seven percent (97%) of the
Requested MW specified in the test Dispatch Notice for the full duration of Requested
Operation Period. If the Project fails to demonstrate its capability to provide Committed
Capability in this manner, ISO and Owner shall repeat the test no more than two times. If such
repeated test(s) fail to demonstrate the Project’s capability to provide Committed Capability,
ISO shall have the right to terminate this Agreement under Section 12.3 (Termination for
Default). Owner shall be responsible for the sale and scheduling of all Energy produced by
the Project in response to a test Dispatch Notice and shall be entitled to retain all associated
revenues. Nothing in this Agreement shall affect settlement between Owner and ISO for any
Energy produced by the Project in response to a test Dispatch Notice for Committed
Capability. Such settlement shall be governed by the terms of Owner’s bilateral contract for
the sale of such Energy to a third party or the applicable provisions of the 1ISO Tariff,

whichever are applicable.

ARTICLE 4

DISPATCH OF PROJECT

ISO’s Right To Dispatch.  Subject to the limitations set forth in this Agreement, ISO shall
have the right to direct the dispatch of Contracted Capability from the Project up to five
hundred (500) hours per Year during Peak Hours of Peak Periods by issuing Dispatch Notices
and/or Incremental Dispatch Notices to Owner’s Scheduling Coordinator. Each Requested

Operation Period under a Dispatch Notice and/or an Incremental Dispatch Notice for a new

11
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4.2

4.3

Requested Operation Period issued under Section 4.2 shall be of a duration of not less than

four (4) consecutive hours.

Timing of Dispatch Notices and Incremental Dispatch Notices. Subject to the limitations

of this Agreement, ISO may issue a Dispatch Notice for any Peak Day during the term of this

Agreement. A Dispatch Notice shall be issued by ISO promptly after it determines that it will

require Committed Capability from the Project during the Peak Day, but in no event later than

the earlier of two hours before the close of the PX Day-Ahead Market for the Peak Day or 5:00

a.m. of the day prior to the Peak Day. If, subsequent to such time, ISO identifies a load

forecasting error or change in local transmission system conditions and determines that it will

require Committed Capability or additional Committed Capability from the Project during the

Peak Day, ISO may issue Incremental Dispatch Notices. Any such Incremental Dispatch

Notice shall be issued not later than thirty (30) minutes prior to the start of the first Requested

Operation Period that is affected by the Incremental Dispatch Notice. The sum of the

Requested MW applicable to a Peak Hour in the Dispatch Notice and all Incremental Dispatch

Notices shall not exceed the Contracted Capability.

Form and Content of Dispatch Notices and Incremental Dispatch Notices.

(a) All Dispatch Notices and Incremental Dispatch Notices shall be in writing if
circumstances permit. If circumstances require that a Dispatch Notice or an
Incremental Dispatch Notice be given or changed orally, the Dispatch Notice or
Incremental Dispatch Notice shall be confirmed in writing within twenty-four (24) hours
after the oral notice or change was given.

(b) Each Dispatch Notice shall specify the Project, Peak Hour for commencement and
conclusion of the Requested Operation Period(s) and, for each hour of the Requested
Operation Period(s), the Requested MW, which shall not exceed the Contracted
Capability. Where a Dispatch Notice has not been previously issued for the Peak Day,

an Incremental Dispatch Notice shall specify the information required in a Dispatch

12
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4.4

4.5

4.6

Notice. Where a Dispatch Notice and/or an Incremental Dispatch Notice has been
previously issued, an Incremental Dispatch Notice shall specify the incremental
Requested MW and/or duration of the Requested Operation Period(s) above that
specified in the previously issued notice(s). Requested Operation Period(s) may be
extended at their beginning or end by issuance of an Incremental Dispatch Notice
provided that each hour within the extended period(s) is a Peak Hour.
Non-Compliant Dispatch Notices and Incremental Dispatch Notices. Owner shall not be
obligated to comply with a Dispatch Notice or an Incremental Dispatch Notice issued under
this Agreement that does not comply with Section 4.3 and Owner shall not be liable, suffer any
penalties, or suffer any reduction in payments under this Agreement for failure to comply with
a Dispatch Notice or an Incremental Dispatch Notice that is not in compliance with Section 4.3,
provided that Owner promptly notifies ISO that the notice does not comply with Section 4.3
and provides the reasons the Dispatch Notice or Incremental Dispatch Notice does not
comply. Owner may provide such notice after the Requested Operation Period if the notice
concerns a Dispatch Notice or an Incremental Dispatch Notice given less than one-half hour
prior to the Requested Operation Period. Compliance with a Dispatch Notice or Incremental
Dispatch Notice shall not be deemed a waiver of objections to the Dispatch Notice or
Incremental Dispatch Notice.
Dispatch Notices and Incremental Dispatch Notices to a Project Scheduled in Market
Transactions. 1SO shall issue Dispatch Notices and Incremental Dispatch Notices for all
Committed Capability that it determines to be required from the Project even if the Project is
scheduled in a Market Transaction to operate at or above the determined level of required
operation.
ISO Tariff Authority and Obligations. Nothing in this Agreement shall limit: (a) the authority
of the ISO under the ISO Tariff to direct the dispatch of the Project or to exercise supervisory

control over the Project in the same manner and under the same circumstances that the ISO

13
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may direct the dispatch of or exercise supervisory control over other Participating Generators
or Participating Loads, or (b) the obligations of the Owner under the 1ISO Tariff to obey any

dispatch instructions issued by the ISO with respect to the Project.

ARTICLE 5

SCHEDULING OF COMMITTED CAPABILITY BY OWNER

Owner’s Scheduling of Committed Capability. Owner shall cause the Schedule of Owner’s
designated Scheduling Coordinator to reflect the Committed Capability associated with the
Requested MWs for the full Requested Operation Period(s) specified in each Dispatch Notice
or Incremental Dispatch Notice(s) issued by ISO under Article 4. Owner shall not have an
obligation to schedule the Committed Capability associated with a Dispatch Notice or
Incremental Dispatch Notice(s) for any hour in the Requested Operation Period for which the
ISO fails to issue the applicable Dispatch Notice or Incremental Dispatch Notice at least one
hour prior to the deadline for submission of Hour-Ahead Schedules to the ISO. Owner shall
deliver such Requested MW for the full Requested Operation Period(s). If Owner fails to
schedule the Committed Capability associated with the Requested MW for the full Requested
Operation Period(s) in accordance with this Section 5.1, Owner shall refund to the ISO, for
each applicable hour, the difference between the price of Energy in the PX Day-Ahead Market
and the Uninstructed Imbalance Energy price ($/MW). Owner shall not have a refund
obligation if the Uninstructed Imbalance Energy price is less than the price for Energy for that
hour in the PX Day-Ahead Market. For any hour of the Requested Operation Period for which
(i) the 1SO fails to issue a Dispatch Notice or Incremental Dispatch Notice at least one hour
prior to the deadline for submission of Hour-Ahead Schedules to the ISO, (i) Owner has not

caused to be submitted to the 1ISO a Day-Ahead or Hour-Ahead Schedule, and (iii) Owner

14
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6.1

6.2

delivers the Requested MW, the Committed Capability will be settled at the Instructed

Imbalance Energy price under the ISO Tariff.

ARTICLE 6

DELIVERY OF COMMITTED CAPABILITY BY OWNER

Owner’s Delivery of Committed Capability

(a) Subiject to the limits in this Agreement, Owner shall provide Committed Capability from
the Project in the amount of the Requested MW and for the full Requested Operating
Period specified in each Dispatch Notice and/or Incremental Dispatch Notice. For
PLMPs, such Committed Capability shall be provided through the Fixed Load
Reduction and/or the Variable Load Reduction specified in Schedule A.

(b) Owner shall Deliver the Requested MW at the Delivery Point or such other point(s)
reasonably acceptable to I1SO.

(©) Owner shall comply with the metering and related arrangements set forth in the 1ISO
Tariff and Schedule A to this Agreement.

(d) Owner shall comply with the telemetry, dispatch, control and scheduling requirements

set forth in Schedule C to this Agreement.

Market Transactions for Dispatch Notices and Incremental Dispatch Notices.

Owner may satisfy, in whole or in part, its obligation to provide Committed Capability during a
Requested Operation Period by delivering Energy (but not Ancillary Services) under a Market
Transaction from the Project identified in a Dispatch Notice and/or Incremental Dispatch
Notice as long as the Project provides Committed Capability at or above the Requested MW

level for the duration of the Requested Operation Period. Settlement of such Market
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6.3

7.1

8.1

Transactions shall be governed by the terms of the applicable bilateral contract or the
applicable provisions of the ISO Tariff, whichever are applicable.

Owner’s Notification of Inability To Deliver Requested MW. Owner shall promptly notify
ISO if Owner will not be able to Deliver all or part of the Requested MW from the Project
identified in the Dispatch Notice and/or Incremental Dispatch Notice for all or any part of the
Requested Operation Period or if the occurrence of a Forced Outage or Force Majeure Event
that would affect Owner’s ability to Deliver all of the Contracted Capability from the Project if a
Dispatch Notice or an Incremental Dispatch Notice is issued. Owner's delivery of such notice
shall not limit the ability of ISO to issue Dispatch Notices and/or Incremental Dispatch Notices,
to assess Non-Performance Payment Offsets, or to exercise any other remedies available

under this Agreement.

ARTICLE 7
MARKET TRANSACTIONS
Right To Engage In Market Transactions. Owner may enter into Market Transactions at any time.
If ISO issues a Dispatch Notice and/or an Incremental Dispatch Notice for Committed Capability,
however, Owner must comply with such Dispatch Notice and/or Incremental Dispatch Notice.
Settlement of Market Transactions shall be governed by the terms of Owner’s bilateral contract or the

applicable provisions of the ISO Tariff, whichever are applicable.

ARTICLE 8

OPERATION AND MAINTENANCE

Owner’s Obligation.  With respect to GGFs, Owner shall, as applicable, fuel, operate and

maintain each GGF, or cause the GGF to be fueled, operated and maintained, in accordance

with applicable law and Good Industry Practice so as to enable the GGF to comply with
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9.1

Dispatch Notices and Incremental Dispatch Notices and with due regard for the reliability
purpose of this Agreement. With respect to Projects that are PLMPs, Owner shall operate and
maintain the facilities and equipment that enable it to reduce Demand to provide Committed
Capability in accordance with applicable law and Good Industry Practice so as to enable the
PLMP to comply with Dispatch Notices and Incremental Dispatch Notices and with due regard

for the reliability purpose of this Agreement.

ARTICLE 9

PAYMENT

Payment. Subject to Section 9.3, commencing as of April 1, 2001 ISO shall pay Owner the

sum of the following payments:

(a) each Month during the term of the Agreement, a Monthly Availability Payment which
shall be equal to 0.0167 times the Fixed Price Amount, times 0.6; and

(b) at the end of each Peak Season during the term of the Agreement, an Annual
Performance Payment, which shall be equal to 0.08 times the Fixed Price Amount, less
the Non-Performance Payment Offset for the Year calculated in accordance with
Section 9.2.

The Annual Performance Payment shall be determined by ISO and provided to Owner by the

ISO for invoicing at the end of each Peak Season. The Payment shall be amortized in equal

monthly amounts over the remainder of the Year and invoiced as provided in Section 10.1(b).

If the Annual Performance Payment is negative, the negative amount shall be reflected as a

credit to the ISO as provided in Section 10.3.
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9.2

9.3

10.1

Non-Performance Payment Offset. The Non-Performance Payment Offset for the Year shall
be the product of (i) the number of Failed Dispatch Hours that occurred during the Peak
Season times (ii) 0.004 times (iii) the Fixed Price Amount.

Payment Condition. In accordance with the provisions of Section 3.7 of the ISO Tariff, ISO’s
obligation to make any payments required under Sections 9.1 is expressly conditioned on the
ISO’s receiving all required regulatory authorizations to bill and receive payment from the
Affected Participating Transmission Owner and in fact receiving such payments. Owner
acknowledges that the Affected Participating Transmission Owner’s obligation to make such
payments is in turn conditioned on the ability of such Affected Participating Transmission
Owner to recover such costs through the mechanism described in Section 3.7.2 of the ISO

Tariff.

ARTICLE 10
STATEMENTS AND PAYMENTS

Invoicing.

(a) The billing, invoicing and payment of charges under this Agreement shall be as
specified in this Article 10 except for refunds due ISO from Owner under the provisions
of Section 5.1 which shall be addressed in the manner specified in Article 11 of the ISO
Tariff.

(b) Commencing with the Month of April, 2001, within ten (10) days after the end of each
Month during the term of this Agreement, or within ten (10) days after the end of the
Month in which this Agreement expires or terminates, Owner shall issue an Invoice to
ISO for the amount due Owner for the Month under clause (a) of Section 9.1. In
addition, the Invoices for the Months of November through March of each Year shall
include the amount owed Owner (or owed to ISO) for the Year under clause (b) of

Section 9.1.
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10.2

10.3

(c) If the day on which an Invoice is due to be issued is not a Business Day, such Invoice
shall be issued on the next succeeding Business Day
(d) Owner shall send a copy of each Invoice to the Affected Participating Transmission

Owner at the time it sends such Invoice to ISO.

Facility Trust Accounts. I1SO shall establish two segregated commercial bank accounts
under the “Facility Trust Account” referred to in Section 3.7 of the ISO Tariff for each Affected
Participating Transmission Owner. One commercial bank account, the “Owner Facility Trust
Account,” shall be held in trust by ISO for Owner. The other commercial bank account, the
“Affected Participating Transmission Owner Facility Trust Account,” shall be held in trust by
ISO for the Affected Participating Transmission Owner. Payments received by ISO from an
Affected Participating Transmission Owner in connection with this Agreement, including
payments following termination of this Agreement, will be deposited into the Owner Facility
Trust Account and payments from 1SO to Owner will be withdrawn from such Owner Facility
Trust Account, all in accordance with Section 3.7 of the ISO Tariff, and this Article 10. Any
payments received by ISO from Owner in connection with this Agreement, including payments
following termination of this Agreement, will be deposited into the Affected Participating
Transmission Owner Facility Trust Account. Any payments to an Affected Participating
Transmission Owner of funds received from Owner under this Agreement will be withdrawn
from the Affected Participating Transmission Owner Facility Trust Account, all in accordance
with Section 3.7 of the ISO Tariff and this Agreement. Neither the Owner Facility Trust
Account nor the Affected Participating Transmission Owner Facility Trust Account shall have
other funds commingled in it at any time.

Payment. Subject to Section 9.3, ISO shall pay Owner all invoiced amounts whether or not
disputed by ISO or the Affected Participating Transmission Owner except to the extent that
ISO (i) is entitled to a credit on an Invoice against such payment under this Section 10.3 or (ii)

is entitled to deduct an amount under this Section 10.3. All payments shall be made from the
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10.4

Owner Facility Trust Account on or before the Due Date by wire transfer in accordance with
instructions from Owner. Owner shall establish and maintain a settlement account at a
commercial bank located in the United States and reasonably acceptable to ISO which can
effect money transfers via Fed-Wire where payments to and from the Facility Trust Accounts
shall be made in accordance with Section 10.2. Owner shall notify ISO of its settlement
account details prior to April 1, 2001. Owner may from time to time change its settlement
account details, provided that, Owner shall give ISO fifteen (15) days notice before making
changes. If, for any Year, the Annual Performance Payment under clause (b) of Section 9.1 is
negative, the negative amount shall be credited to the 1SO on the following Invoices as
provided in Section 9.1. Upon expiration or termination of this Agreement, any credit
remaining unpaid shall, within thirty (30) days after the effective date of such expiration or
termination, be reflected in a final invoice (“Final Invoice”) as provided in Section 10.8 and
shall be paid to ISO on the issuance of such Final Invoice. Payment of any such credit shall
be secured by the security required under Section 13.7 (Performance Security).

Payment Default.

(a) Except as provided in Section 10.4 (b), Owner, in addition to any other remedy it may
have, may pursue all claims against ISO, if ISO fails to pay any Invoice in full by the
Due Date as required under Section 10.3.

(b) If the amounts ISO has not paid have been invoiced by ISO to the Affected
Participating Transmission Owner and the Affected Participating Transmission Owner
has not paid such amounts to ISO, Owner shall cause execution to issue against, and
shall collect solely from the Affected Participating Transmission Owner, and not 1SO, if
all of the following conditions have been satisfied:
® ISO has invoiced the Affected Participating Transmission Owner for costs (net

of any applicable credits, all as shown on the Invoice) after deducting only

amounts permitted to be credited or deducted under Sections 10.3 and 10.6
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(©)

(such invoices to the Affected Participating Transmission Owner are referred to
as the “Affected Participating Transmission Owner Invoices”).
(ii) The 1SO Tariff expressly requires the Affected Participating Transmission
Owner to pay all amounts shown on the Affected Participating Transmission
Owner Invoices without offset, recoupment or deduction (except to the extent
that Section 3.7 of the ISO Tariff permits deduction of amounts that are due the
Affected Participating Transmission Owner after resolution of a dispute) and, to
the extent that the Affected Participating Transmission Owner disputes any
amounts due under the Affected Participating Transmission Owner Invoices, to
pay the disputed amounts under protest and subject to refund with interest; and
(i) the Affected Participating Transmission Owner fails to pay all or a portion of the
amounts due under the Affected Participating Transmission Owner Invoices
and did not have the right to have such amount deducted under Section 3.7.3.2
of the ISO Tariff.
Notwithstanding the provisions of Section 10.4 (b), Owner may cause execution to
issue against, and collect from, ISO or the Affected Participating Transmission Owner,
if notwithstanding the requirement to pay Affected Participating Transmission Owner
Invoices without offset, recoupment or deduction (except to the extent that Section 3.7
of the ISO Tariff permits deduction of amounts that are due the Affected Participating
Transmission Owner after resolution of a dispute), an Affected Participating
Transmission Owner nonetheless offsets amounts unrelated to this Agreement or
withholds amounts based on a breach or default by ISO of any of its obligations to the
Affected Participating Transmission Owner. As a condition for Owner’s agreement not
to seek to recover amounts from ISO under Section 10.4(b), ISO agrees to include and
retain in the ISO Tariff provisions expressly recognizing that Owner is a third party

beneficiary of, and has all rights that ISO has under the ISO Tariff, at law, in equity or
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otherwise, to enforce the Affected Participating Transmission Owner’s obligation to pay
all sums invoiced to it in the Affected Participating Transmission Owner Invoices but
not paid by the Affected Participating Transmission Owner, to the extent that, as a
result of the Affected Participating Transmission Owner’s failure to pay, 1ISO does not
pay Owner on a timely basis amounts due under this Agreement. Owner recognizes
that its rights as a third party beneficiary are (i) no greater than ISO'’s rights against the
Affected Participating Transmission Owner, and (ii) subject to Section 13 of the ISO
Tariff regarding dispute resolution. Either ISO or Owner (but not both) will be entitled
to enforce any claim arising from unpaid Affected Participating Transmission Owner
Invoices, and only one party will be a “disputing party” under Section 13 of the ISO
Tariff with respect to such claim so that the Affected Participating Transmission Owner
will not be subject to duplicate claims or recoveries. Owner shall have the right to
control the disposition of claims against the Affected Participating Transmission Owner
for non-payments which result in payment defaults by ISO under this Agreement. To
that end, ISO agrees that in the event of nonpayment by the Affected Participating
Transmission Owner of amounts due under the Affected Participating Transmission
Owner Invoices, ISO will not take any action to enforce its rights against the Affected
Participating Transmission Owner unless ISO is requested to do so by Owner. 1SO
shall cooperate with Owner in a timely manner as necessary or appropriate to most
fully effectuate Owner’s rights related to such enforcement, including using its best
efforts to enforce the Affected Participating Transmission Owner’s payment obligations
if, as, to the extent, and within the time frame, requested by Owner. I1SO shall
intervene and participate where procedurally necessary to the assertion of a claim by
Owner.

10.5 Interest. If ISO or Owner fails to make any payment by the Due Date, the amount due but not

paid shall accrue interest at the Interest Rate from the Due Date until the amount is paid.
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10.6 Disputed Amounts.

(@)

If ISO or the Affected Participating Transmission Owner disputes an Invoice or part
thereof submitted by Owner under this Agreement, or if the Affected Participating
Transmission Owner disputes a Affected Participating Transmission Owner Invoice or
part thereof that relates to an Invoice submitted by Owner to ISO under this
Agreement, and if such dispute is based in whole or part on an alleged error or breach
or default of Owner’s obligations to ISO under this Agreement, then 1ISO promptly shall
give written notice to Owner of the reasons for the dispute and the amount in dispute.
ISO shall pay Owner the disputed amount without offset, recoupment or reduction of
any kind or nature. Such payment may, however, be made by ISO under protest with
reservation of the right to seek a refund with interest at the Interest Rate from the date
of the disputed payment to the date of repayment. If ISO notifies Owner that ISO or
the Affected Participating Transmission Owner disputes any amount of Owner’s
Invoice, Owner shall at its own cost provide ISO with all information and assistance
ISO reasonably requires to resolve the dispute and shall join with ISO in any
discussions and negotiations with the Affected Participating Transmission Owner to
resolve the dispute. The dispute shall be subject to ADR provided that in such ADR
proceeding only one entity (ISO or Affected Participating Transmission Owner) will be
the disputing party with respect to such claim. Owner shall be obligated to refund to
ISO as a result of resolution of such dispute only if, and to the extent, the resolution
determines the amount invoiced by Owner exceeded the amounts due Owner under
this Agreement for the period covered by the Invoice. Any amount agreed or
determined to be owed by Owner to ISO under this Section 10.6 (a) shall be paid by
Owner to ISO with interest from the date of ISO’s payment of the disputed Invoice
within thirty (30) days; such provision to make payments shall survive the termination

of this Agreement. Interest shall be at the Interest Rate unless it is determined through
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(b)

ADR that the amount invoiced by Owner was submitted without a good faith basis in
fact or law, in which case interest shall be at twice the Interest Rate.

It is expressly understood that the Affected Participating Transmission Owner shall, to
the extent set forth herein, be a third party beneficiary of, and shall have all rights that
ISO has under this Agreement, at law, in equity and otherwise, to dispute an Invoice
submitted to ISO by Owner under this Agreement and to enforce Owner’s obligation to
make any required payment to ISO under this Agreement to the extent ISO does not
make a related deposit into the Affected Participating Transmission Owner Facility
Trust Account as a result of Owner’s failure to make the required payment. The rights
of the Affected Participating Transmission Owner as third party beneficiary shall be no
greater than ISO'’s rights against Owner and shall be subject to the ADR provisions of
this Agreement. Either ISO or the Affected Participating Transmission Owner, but not
both, will be entitled to enforce any claim arising from a related set of facts, and only
one such entity will be a disputing party under Article 12 of this Agreement with respect
to any such claim so that Owner shall not be subject to duplicate claims or recoveries.
If the Affected Participating Transmission Owner is not the Owner, the Affected
Participating Transmission Owner shall control the disposition of all claims against
Owner for non-payment described in this Section 10.6, including the choice of disputing
party. 1SO shall have the right to intervene for the purpose of participating in the
proceeding even if it is not the disputing party. ISO shall cooperate with the Affected
Participating Transmission Owner in a timely manner as necessary or appropriate to
most fully effectuate the Affected Participating Transmission Owner rights related to
such enforcement, including using its best efforts to enforce Owner’s payment
obligations if, as, to the extent, and within the time frame, requested by Affected

Participating Transmission Owner. Subject to the foregoing, 1SO shall intervene and
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10.7

10.8

111

11.2

participate where procedurally necessary to the assertion of a claim by the Affected
Participating Transmission Owner.

Errors. If a Party discovers an error in the amount of an Invoice or payment under this

Agreement and notifies the other Party within sixty (60) days after discovering the error, the

error shall be corrected within thirty (30) days of such notice; provided that a Party shall not be

entitled to have an error corrected unless the Party notifies the other Party within sixty (60)

days after the date of the applicable Invoice or the Final Invoice, or within sixty (60) days after

issuance of the final report with respect to an audit pursuant to Section 13.1(e).

Payment of Final Invoice.

(a) Within thirty (30) days of the effective date of expiration or termination of this
Agreement, Owner shall submit an invoice to ISO and a copy to the Affected
Participating Transmission Owner for all amounts then due to or payable by Owner
under this Agreement (the “Final Invoice”).

(b) ISO shall pay Owner, or Owner shall pay ISO, as appropriate, the amount stated in the

Final Invoice in accordance with Section 10.3 through 10.7.

ARTICLE 11

FORCE MAJEURE EVENTS

Notice Of Force Majeure Event. If either Party is unable to perform its obligations under this
Agreement due to a Force Majeure Event, the Party unable to perform shall notify the other
Party of the Force Majeure Event promptly after the occurrence thereof. The Party’s notice
may be given orally but shall promptly be confirmed in writing or electronically.

Effect of Force Majeure Event. If a Force Majeure Event prevents a Party from performing,
in whole or in part, its obligations under this Agreement, such Party’s obligations, other than

obligations to pay money (unless the means of transferring funds is affected), shall be
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suspended and such Party shall have no liability with respect to such obligations; provided,
that the suspension of the Party’s obligations is of no greater scope and of no longer duration
than is required by the Force Majeure Event.

11.3 Remedial Efforts. The Party that is unable to perform by reason of a Force Majeure Event
shall use commercially reasonable efforts to remedy its inability to perform and to mitigate the
consequences of the Force Majeure Event as soon as reasonably practicable; provided, that
no Party shall be required to obtain replacement power or to settle any strike or other labor
dispute on terms which, in the Party’s sole discretion, are contrary to its interest. The Party
unable to perform shall advise the other Party of its efforts to remedy its inability to perform
and to mitigate the consequences of the Force Majeure Event, and shall advise the other Party
of when it believes it will be able to resume performance of its obligations under this

Agreement.

ARTICLE 12
REMEDIES
12.1 Dispute Resolution. The Parties shall make reasonable efforts to settle all disputes arising
out of or in connection with this Agreement. The Parties shall use the ADR procedures
specified in Section 13 of the 1ISO Tariff to resolve all disputes that are not otherwise settled.
12.2 Waiver of Damages.

(@) Except for the obligations set forth in Section 9.2 (Non-Performance Payment Offset)
Section 12.3 (Termination for Default) and Section 13.5 (Indemnity), neither Party shall
be liable to the other Party for any claim, loss or damage of any nature arising out of or
relating to the performance or breach of this Agreement including replacement power
costs, loss of revenue, loss of anticipated profits or loss of use of, or damage to, plant
or other property, personal injury, or death; provided, however, that this waiver of
liability shall not include or cover any claim, damage or loss arising out of the willful

misconduct of either Party. Amounts that are specifically payable or reimbursable by
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(b)

(©)

12.3

(@)

the other Party under the terms of this Agreement, and offsets to such amounts
provided by the terms of this Agreement, shall not be considered “claims, losses or
damages” for purposes of this Section.

Subiject to Section 12.3(b), neither Party shall be liable to the other for any special,
indirect, incidental or consequential damages suffered by the other Party or by third
parties arising out of, or relating to, this Agreement or the performance of, or breach of
any obligation under, this Agreement, or the negligence of any Party. This limitation
shall apply even if the Party is advised of the possibility of these damages.

Except for the obligations to refunds under Article 5, to make or adjust payments or
payment offsets expressly provided in Article 9 (Payment) and Article 10 (Statements
and Payments), the obligations set forth in Section 12.3 (Termination for Default) and
the indemnification obligation provided in Section 13.5 (Indemnity) of this Agreement,
either Party’s maximum aggregate liability for any and all claims arising out of or
relating to performance or breach of this Agreement during the term of this Agreement,
whether based upon contract, tort (regardless of degree of fault or negligence), strict
liability, warranty, or otherwise, including any liability for Owner’s failure to Deliver

Requested MW, shall not exceed one (1) million dollars.

Termination For Default.

If either Party shall fail to perform any material obligation imposed on it by this
Agreement and that obligation has not been suspended due to a Force Majeure Event
pursuant to Article 11, the other Party, at its option, may terminate this Agreement by
giving the Party in default notice setting out specifically the circumstances constituting
the default and declaring its intention to terminate this Agreement. If the Party
receiving the notice disputes the notice, it shall notify the other Party within seven (7)
days after receipt of the notice setting out specifically the grounds of such dispute.

Time is of the essence in remedying a default. If the Party receiving the notice does
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12.4

12.5

(b)

not, within ten (10) days after receiving the notice, remedy the default or refer the
dispute to ADR, the Party not in default shall be entitled by a further notice to terminate
this Agreement. The Party not in default shall have a duty to mitigate damages.
Material obligations under this Agreement shall include, without limitation, Owner’s
obligations to develop the Project in accordance with the Project Development
Schedule under Article 3, to make refunds under Article 5 and to Deliver Committed
Capability under Article 6.

Termination of this Agreement pursuant to this Section 12.3 shall be without prejudice
to the right of Owner or ISO to collect any amounts due to it prior to the time of
termination. If ISO terminates this Agreement due to Owner’s default, Owner shall
reimburse to ISO the amount, if any, by which costs incurred by ISO as a direct result
of the termination through the end of the term of this Agreement exceed the costs
which ISO would have incurred absent such termination. Such reimbursement
obligation shall be secured by the security required under Section 13.7 (Performance

Security).

Cumulative and Nonexclusive. Each remedy provided for in this Agreement shall be

cumulative and not exclusive.

Beneficiaries. Except as is specifically set forth in this Agreement, nothing in this Agreement,

whether express or implied, confers any rights or remedies under, or by reason of, this

Agreement on any persons other than the Parties and their respective successors and

assigns, nor is anything in this Agreement intended to relieve or discharge the obligations or

liability of any third party, nor give any third person any rights of subrogation or action against

any Party.
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ARTICLE 13

COVENANTS OF THE PARTIES

13.1 Books And Records.

(a) For a period of thirty-six (36) months from creation of the records, Owner shall maintain
and make available for audit by ISO complete operations records for the Project. Such
records shall include, where applicable:

(1) information for each Dispatch Notice and Incremental Dispatch Notice issued
by ISO under this Agreement regarding the Availability of the Project and the
MWs delivered in response to such Dispatch Notice an/or Incremental Dispatch
Notice;

(ii) Project Outages during each Peak Season;

(iir) Project licenses and permits, if a GGF;

(iv) copies of operating and maintenance agreements for the Project, if a GGF;

(V) a list of citations filed against the Project, if a GGF, by any environmental, air
quality, health and safety, or other regulatory agency in the last thirty-six (36)
months;

(vi) a list of any resolved and unresolved WSCC log items from the last thirty-six
(36) months pertaining to the Project, if a GGF,;

(vii)  Project maintenance, overhauls and inspections performed, if a GGF; and

(viii)  books, accounts and all documents required to support Owner’s statements,
invoices, charges and computations made pursuant to this Agreement.

ISO may audit Owner’s books, accounts and documents and operating records

pertaining to the Project relating to Invoices and underlying computations, ho more

frequently than once each Year, and only one time following expiration or termination

of this Agreement.
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(b)

(©)

(d)

(e)

(f)

The Affected Participating Transmission Owner shall have the right to participate jointly
with ISO in auditing books, accounts, documents and operating records of the Project
to the extent required to verify the accuracy and correctness of all Owner’s Invoices
and underlying computations relating to all Owner charges passed through by ISO to
the Affected Participating Transmission Owner in connection with services rendered by
Owner under this Agreement.

For a period of thirty-six (36) months from the creation of the records, ISO shall
maintain and make available for audit by Owner all operations records required to
permit Owner to verify that ISO has complied with its obligations to Owner under this
Agreement.

Any entity exercising its right to audit under this Section 13.1 shall give the audited
entity not less than thirty (30) days prior written notice of the audit. Books or records
requested in any audit shall be available for inspection by the auditing entity at the
offices of the entity being audited between 9:00 a.m. and 5:00 p.m. on Business Days.
Any audit under this Section 13.1 shall be completed not more than thirty-six (36)
months after the records were created. Any audit right herein shall be limited to the
books and accounts of Owner or ISO and shall not extend to the books and accounts
of the parent or any other affiliate of Owner or ISO. The expense of any audit shall be
borne solely by the auditing Party or entity.

No adjustments to payments shall be required as a result of an audit unless, and then
only to the extent that, ISO, Owner, or another entity making such an audit under this
Section 13.1 takes written exception to the books and accounts and makes a claim
upon Owner or ISO for any discrepancies disclosed by such audit within sixty (60) days
following issuance of the final audit report.

All information provided during the course of an audit shall be treated as confidential

information in accordance with Section 13.4.
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(9) Nothing in this Agreement shall override any obligation Owner or ISO may have under
applicable law to maintain books and records for periods longer than thirty-six (36)
months nor shall this Agreement override any obligation Owner or ISO may have to
make books and records available for audit by FERC or any other entity. Nothing in
this Agreement is intended to limit in any manner (i) the authority of FERC to audit the
books and records of Owner or ISO or the manner in which such audit is noticed or
conducted or (ii) ISO’s right to audit market participants (including Owner) under the

ISO Tariff.

13.2 Representations And Warranties.
(a) ISO represents and warrants to Owner as follows:

(1) ISO is a validly existing corporation with full authority to enter into this
Agreement.

(i) ISO has taken all necessary measures to have the execution and delivery of
this Agreement authorized, and upon the date on which this Agreement
becomes effective in accordance with its terms shall be a legally binding
obligation of ISO.

(b) Owner represents and warrants to 1SO as follows:

0] Owner is a validly existing [limited liability company][corporation] [municipal
corporation] with full authority to enter into this Agreement.

(i) Owner has taken all necessary measures to have the execution and delivery of
this Agreement authorized, and upon the date on which this Agreement
becomes effective in accordance with its terms shall be a legally binding
obligation of Owner.

13.3 Responsibilities. Each Party shall be responsible for protecting its facilities from possible

damage by reason of electrical disturbances or faults caused by the operation, faulty
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13.4

135

13.6

13.7

14.1

15.1

operation, or non-operation of the other Party’s facilities. The other Party shall not be liable for
any damages so caused.

Confidentiality. All documents, data and information provided by the Parties to one another
pursuant to this Agreement shall be treated in accordance with the confidentiality provisions
specified in Section 20.3 of the ISO Tariff.

Indemnity. Section 14.3 of the ISO Tariff shall apply to this Agreement. Such indemnity
obligation shall be secured by the security required under Section 13.7 (Performance
Security).

Insurance. Owner shall maintain during the term of this Agreement the insurance required by
Schedule D. Self-insurance may be utilized by mutual agreement.

Performance Security. Owner shall maintain during the term of this Agreement performance
security required by Schedule E to secure the performance of its obligations under Section
10.3 (Payment), Section 12.3 (Termination for Default) and Section 13.5 (Indemnification) of

this Agreement.

ARTICLE 14

ASSIGNMENT

Assignment Rights and Procedures. Neither Party shall assign its rights or delegate its
duties under this Agreement without the prior written consent of the other Party, which shall

not be unreasonably withheld.

ARTICLE 15

MISCELLANEOUS PROVISIONS

Notices. Except as otherwise expressly provided in this Agreement or required by law, all
notices, consents, requests, demands, approvals, authorizations and other communications

provided for in this Agreement shall be in writing and shall be sent by personal delivery,
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15.2

15.3

154

certified mail, return receipt requested, facsimile transmission or by recognized overnight
courier service, to the intended Party at such Party’s address set forth in Schedule F. Any
notices which may be given orally and are given orally shall be confirmed in writing. All such
notices shall be deemed to have been duly given and to have become effective: (a) upon
receipt if delivered in person or by facsimile; (b) two days after having been delivered to an air
courier for overnight delivery; or (c) seven days after having been deposited in the United
States mail as certified or registered mail, return receipt requested, all fees pre-paid,
addressed to the applicable address(es) set forth in Schedule F.

Effect of Invalidation. Each covenant, condition, restriction and other term of this Agreement
is intended to be, and shall be construed as, independent and severable from each other
covenant, condition, restriction and other term. If any covenant, condition, restriction or other
term of this Agreement is held to be invalid by any court or regulatory body having jurisdiction,
the invalidity of such covenant, condition, restriction or other term shall not affect the validity of
the remaining covenants, conditions, restrictions or other terms hereof unless the invalidity has
a material impact upon the rights and obligations of the Parties. If an invalidity has a material
impact on the rights and obligations of the Parties, the Parties shall make a good faith effort to
renegotiate and restore the benefits and burdens of this Agreement as they existed prior to the
determination of an invalidity.

Governing Law. This Agreement shall be interpreted and construed under and pursuant to
the laws of the State of California, without regard to conflicts of laws principles.

Parties’ Representatives.  Both Parties shall ensure that throughout the term of this
Agreement a duly appointed representative (the Party’s “Representative”) is available for
communications between the Parties. The Representatives shall have full authority to deal
with all day-to-day matters arising under this Agreement. If a Party’s Representative becomes

unavailable, the Party shall promptly appoint another Representative. Acts and omissions of
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155

15.6

15.7

158

15.9

Representatives shall be deemed to be acts and omissions of the Party. Owner and ISO shall
be entitled to assume that the Representative of the other Party is at all times acting within the
limits of the authority given by the Representative’s Party. Owner’s Representatives and 1SO’s
Representatives shall be identified on Schedule F.

Independent Contractors. Nothing contained in this Agreement shall create any joint
venture, partnership or principal/agent relationship between the Parties. Neither Party shall
have any right, power or authority to enter into any agreement or commitment, act on behalf
of, or otherwise bind the other Party in any way.

Waiver. Any waiver exercised at any time by either Party shall be governed by Section 20.2
of the ISO Tariff.

Headings. Article and Section headings used in this Agreement are inserted for convenience
only and are not intended to be a part hereof or in any way to define, limit, describe or to
otherwise be used in interpreting the scope and intent of the particular provisions to which they
refer.

Amendments. This Agreement and the Schedules attached hereto may be amended from time to time
by the mutual agreement of the Parties in writing. Amendments that require FERC approval shall not
take effect until FERC has accepted such amendments for filing and made them effective. If the
amendment does not require FERC approval, the amendment will be filed with FERC for information.
Counterparts. This Agreement may be executed in one or more counterparts at different
times, each of which shall be regarded as an original and all of which, taken together, shall

constitute one and the same Agreement.
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IN WITNESS WHEREOF, this Agreement has been executed as of the date first above

written.

[OWNER]

By:
Name:
Title:

CALIFORNIA INDEPENDENT SYSTEM
OPERATOR CORPORATION

By:
Name:
Title:
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Schedule A

Project Characteristics and Owner Commitments

Description of Project:

Contracted Capability:

Fixed Price Amount:

Delivery Point:

Interconnection Point* Voltage

*Designate Radum substation, Vineyard substation, Vineyard 60kV line, distribution feeder to
Radum substation or distribution feeder to Vineyard substation.

Metering and Related Arrangements

Meter Location Meter (Manufacturer & Model
No.)

PLMP commitment (if applicable):

PLMP Option Selected:

Fixed Load Reduction of no more than MW

The Project will reduce load by the number of MWSs specified in an ISO Dispatch
Notice and an ISO Incremental Dispatch Notice from the MW fiqure set forth in
the applicable Peak Hour in baseline attached as Schedule A-1.

Variable Load Reduction to no more than MW

The Project will reduce load to no more than the MW specified in an ISO Dispatch
Notice and an ISO Incremental Dispatch Notice.
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Schedule A-1
(Applicable to Fixed Load Reduction PLMP Projects)

Business Days:

Peak Hour MW

8:00 —9:00 a.m. MW
9:00 — 10:00 a.m. MW
10:00 - 11:00 a.m. MW
11:00 a.m. — 12:00 noon MW
12:00 noon — 1:00 p.m. _ Mw
1.00 — 2:00 p.m. MW
2:00 — 3:00 p.m. ___ Mw
3:00 - 4:.00 p.m. MW
4:00 - 5:00 p.m. ___Mw
5:00 — 6:00 p.m. MW
6:00 — 7:00 p.m. MW
7:00 — 8:00 p.m. ___Mw
8:00 —9:00 p.m. MW
9:00 — 10:00 p.m. MW
10:00 — 11:00 p.m. MW
11:00 p.m. — midnight _ Mw
midnight - 1:00 a.m. _ Mw
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Non-Business Days:

Peak Hour MW

8:00 —9:00 a.m. MW
9:00 — 10:00 a.m. MW
10:00 - 11:00 a.m. MW
11:00 a.m. — 12:00 noon MW
12:00 noon — 1:00 p.m. _ Mw
1.00 — 2:00 p.m. MW
2:00 — 3:00 p.m. ___ Mw
3:00 - 4.00 p.m. MW
4:00 - 5:00 p.m. ___Mw
5:00 — 6:00 p.m. MW
6:00 — 7:00 p.m. MW
7:00 — 8:00 p.m. ___Mw
8:00 —9:00 p.m. MW
9:00 — 10:00 p.m. MW
10:00 — 11:00 p.m. MW
11:00 p.m. — midnight _ Mw
midnight - 1:00 a.m. _ Mw
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Schedule B

Project Development Schedule’

Milestone Activity Milestone Completion Date

‘ To be based on Owner’s response to the Request for Proposals. This Schedule will specify milestone dates for significant
Project development activities, including, without limitation, but only where applicable, milestone dates for the date
construction of the Project is to begin and the date it is to be completed; the date construction of any necessary
interconnection facilities is to begin and the date it is to be completed; and the dates by which Owner is to obtain necessary
land rights, permits, fuel and water arrangements, interconnection and metering and telemetry arrangements, and any
necessary contractual commitments with third parties.
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Schedule C

Telemetry, Dispatch and Control Requirements

Telemetry:

Each GGF must meet the telemetry requirements for a Participating Generator (as defined in the
ISO Tariff) providing Replacement Reserve (as defined in the ISO Tariff) to the ISO at a minimum,
and any greater standards required by the I1SO if applicable. In cases where no ISO telemetry
requirements have been developed by the ISO for a Participating Generator, a GGF must at a
minimum meet the ISO’s telemetry requirements applicable to a Participating Load (as defined in
the ISO Tariff) providing Replacement Reserve to the ISO.

Each PLMP must meet the telemetry requirements for a Participating Load providing Replacement
Reserve to the ISO at a minimum, and any greater standards required by the I1SO if applicable.
The I1SO issued draft technical principles for Participating Loads on December 3, 1999 which
require that a Participating Load providing Replacement Reserve must be visible to the ISO’s
Energy Management System (as defined in the ISO Tariff) with data available on no less than a
one (1) minute scan-rate. Each PLMP must comply with the applicable requirements for telemetry
from a Participating Load as finalized by the ISO.

Each GGF and each PLMP must be visible to the 1ISO’s Energy Management System at all times
between 8:00 a.m. to 1:00 a.m., April 1 to October 31 during calendar years 2001 through 2005
irrespective of whether or not a Dispatch Notice and/or an Incremental Dispatch Notice has been
issued for the resource.

Dispatch, Control and Scheduling:

Each GGF and each PLMP must be ISO certified as capable of responding to Incremental
Dispatch Notices within thirty (30) minutes.

Each GGF and each PLMP must be capable of receiving Dispatch Notices and Incremental
Dispatch Notices in accordance with Article 4 of this Agreement, within one minute from the time
the 1ISO Control Center elects to dispatch the resource in accordance with this Agreement, and
must ensure that its resource can be at the dispatched operating level or condition within thirty
minutes after issue of an Incremental Dispatch Notice.

Each PLMP shall comply with scheduling requirements for a Participating Load. The ISO issued
draft technical principles for Participating Loads on December 3, 1999 which require a
Participating Load to be scheduled separately from other loads. Each PLMP must comply with the
applicable scheduling requirements for a Participating Load as finalized by the 1SO.
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Schedule D

INSURANCE REQUIREMENTS’

Owner shall furnish the ISO a copy of the Insurance policy for the Project. Owner shall name ISO as
an additional insured on its commercial general liability insurance policies.

Commercial General Liability

Commercial general liability insurance covering personal injury and property damage to third parties in
connection with the activities at the Project. The coverage and per occurrence limit must be
reasonably acceptable to ISO given the nature of the Project and the reliability purposes of this
Agreement.

Property

Property insurance for direct physical loss or damage to the Project, in an amount not less than the
probable maximum loss at the Project.

* To be specified on a case by case basis
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Schedule E

PERFORMANCE SECURITY®

* To be based on Owner’s response to the Request for Proposals.
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Schedule F

Notices

Owner

Name:
Title:
Address:
Telephone:
Facsimile:
E-mail:

With a copy to: Owner’s Representative:

Name:
Title:
Address:
Telephone:
Facsimile:
E-mail:

ISO:

Mr. Brian Theaker

California Independent System Operator Corporation
151 Blue Ravine Road

Folsom, CA 95630

Facsimile: (916) 351-2487

With a copy to: ISO’s Representative:

Name:
Title:
Address:
Telephone:
Facsimile:
E-mail:
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PRO FORMA PARTICIPATING LOAD AGREEMENT (PLA)

THIS AGREEMENT is dated this day of , and is entered into, by and
between:
D [Full legal name], having its registered and principal place of business located at [legal

address] (the "Participating Load”);
and
(2) California Independent System Operator Corporation, a California nonprofit public
benefit corporation having a principal executive office located at such place in the State
of California as the ISO Governing Board may from time to time designate, initially 151

Blue Ravine Road, Folsom, California 95630 (the “ISO").

The Participating Load and the ISO are hereinafter referred to as the “Parties”.

Whereas:

A. The ISO Tariff provides that the 1ISO shall not schedule Ancillary Services from a Load
interconnected to the ISO Controlled Grid, or to the Distribution System of a Participating TO
or of a UDC otherwise than through a Scheduling Coordinator.

B. The I1SO Tariff further provides that Curtailable Demand or Dispatchable Load services shall
be provided by Participating Loads.

C. The Participating Load desires to provide Curtailable Demand or Dispatchable Load
services, intends to submit Adjustment Bids, Supplemental Energy bids or Ancillary Services
bids, or self-provided schedules to the ISO through a Scheduling Coordinator and, therefore,

represents to the 1SO that it will comply with the applicable provisions of the ISO Tariff.
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D. The Parties are entering into this Agreement in order to establish the terms and conditions

on which the ISO and the Participating Load will discharge their respective duties and

responsibilities under the 1SO Tariff.

NOW THEREFORE, in consideration of the mutual covenants set forth herein, THE PARTIES

AGREE as follows:

ARTICLE |

DEFINITIONS AND INTERPRETATION

11 Master Definitions Supplement. All terms and expressions used in this Agreement shall have

the same meaning as those contained in the Master Definitions Supplement to the ISO Tariff.

12 Rules of Interpretation. The following rules of interpretation and conventions shall apply to this

Agreement:

(@)

(b)

(€)

(d)

(e)

(f)

if there is any inconsistency between this Agreement and the 1SO Tariff, the ISO

Tariff will prevail to the extent of the inconsistency;

the singular shall include the plural and vice versa;

the masculine shall include the feminine and neutral and vice versa;
“includes” or “including” shall mean “including without limitation”;

references to a Section, Article or Schedule shall mean a Section, Article or a
Schedule of this Agreement, as the case may be, unless the context otherwise

requires;

a reference to a given agreement or instrument shall be a reference to that
agreement or instrument as modified, amended, supplemented or restated

through the date as of which such reference is made;
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2.1

@

(h)

(i)

()

(k)

unless the context otherwise requires, references to any law shall be deemed
references to such law as it may be amended, replaced or restated from time to
time;

unless the context otherwise requires, any reference to a “person” includes any
individual, partnership, firm, company, corporation, joint venture, trust,
association, organization or other entity, in each case whether or not having

separate legal personality;

unless the context otherwise requires, any reference to a Party includes a

reference to its permitted successors and assigns;

any reference to a day, week, month or year is to a calendar day, week, month or

year; and

the captions and headings in this Agreement are inserted solely to facilitate
reference and shall have no bearing upon the interpretation of any of the terms

and conditions of this Agreement.

ARTICLE Il

ACKNOWLEDGEMENTS OF PARTICIPATING LOAD AND ISO

ISO Responsibility. The Parties acknowledge that the 1SO is responsible for the

efficient use and reliable operation of the ISO Controlled Grid consistent with

achievement of planning and operating reserve criteria no less stringent than those

established by the Western Systems Coordinating Council and the North American

Electric Reliability Council and further acknowledge that the ISO may not be able to
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satisfy fully these responsibilities if the Participating Load fails to fully comply with all of
its obligations under this Agreement and the ISO Tarriff.

Scope of Application to Parties. The Participating Load and ISO acknowledge that all Loads
which desire to submit Adjustment Bids, Supplemental Energy bids, or Ancillary Services bids or
self-provided schedules to the ISO through a Scheduling Coordinator must be included in
Schedule 1 to this Agreement. The Participating Load warrants that it owns, operates, or has
sufficient contractual entitlement to provide Curtailable Demand and Dispatchable Load services

from such Loads in accordance with the 1SO Tariff.

ARTICLE 1l

TERM AND TERMINATION

Effective Date. This Agreement shall be effective as of the later of the date it is executed by the
Parties or the date accepted for filing and made effective by FERC, and shall remain in full force

and effect until terminated pursuant to Section 3.2 of this Agreement.

Termination

3.2.1 Termination by ISO. Subject to Section 5.2, the ISO may terminate this
Agreement by giving written notice of termination in the event that the
Participating Load commits any material default under this Agreement and/or the
ISO Tariff which, if capable of being remedied, is not remedied within thirty (30)
days after the ISO has given, to the Participating Load, written notice of the
default, unless excused by reason of Uncontrollable Forces in accordance with
Article X of this Agreement. With respect to any notice of termination given
pursuant to this Section, the ISO must file a timely notice of termination with

FERC. The filing of the notice of termination by the ISO will be considered timely

4
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if: (1) the request to file a notice of termination is made after the preconditions for
termination have been met, and (2) the ISO files the notice of termination within
thirty (30) days of receipt of such request. This Agreement shall terminate upon

acceptance by FERC of such a notice of termination.

3.2.2 Termination by Participating Load. In the event that the Participating Load no
longer wishes to submit Adjustment Bids, Supplemental Energy bids, or Ancillary
Service bids or self-provided schedules over the ISO Controlled Grid, it may
terminate this Agreement, on giving the ISO ninety (90) days written notice,
provided, however, that in accordance with Section 4.4, the Participating Load
may modify Schedule 1 to eliminate Load which it no longer provides for and
such modification shall be effective upon receipt by the ISO. With respect to any
notice of termination given pursuant to this Section, the ISO must file a timely
notice of termination with FERC. The filing of the notice of termination by the
ISO will be considered timely if: (1) the request to file a notice of termination is
made after the preconditions for termination have been met, and (2) the ISO files
the notice of termination within thirty (30) days of receipt of such request. This
Agreement shall terminate upon acceptance by FERC of such a notice of

termination.

ARTICLE IV

GENERAL TERMS AND CONDITIONS

41 Technical Characteristics.
4.1.1 Curtailable Demand. As required by Section 2.5.6.1 of the ISO Tariff, the

Participating Load shall provide the ISO with all technical and operational
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4.2

4.3

information requested in Schedule 1 for each Curtailable Demand that it owns,
operates, or has a contractual entitlement to. For those Loads designated by the
Participating Load as providing Curtailable Demand, Schedule 1 requires the
Participating Load to indicate in Schedule 1 whether the Load can be scheduled
or bid as Non-Spinning Reserve or Replacement Reserve. Pursuant to Section
2.5.25 of the 1SO Tariff, the ISO may verify, inspect and test the capacity and

operating characteristics provided in Schedule 1 for Curtailable Demands.

4.1.2 Dispatchable Load. The Participating Load shall provide the ISO that
information required in Schedule 1 which is relevant to the Dispatchable Load
that it owns, operates, or has a contractual entitlement to for the provision of

Adjustment Bids.

Metering and Communication.

4.2.1 Curtailable Demand. Pursuant to Sections 2.5.6.2 and 2.5.6.3 of the ISO Tariff,
Curtailable Demand that is scheduled or bid as Non-Spinning Reserve or
Replacement Reserve is required to comply with the ISO’s communication and

metering requirements.

4.2.2 Dispatchable Load. The Participating Load shall schedule Dispatchable Load
pursuant to Section 2.2.11.1 of the ISO Tariff. Dispatchable Load shall comply

with the ISO's communication and metering requirements.

UDC Interruptible Load Programs. Due to the ISO’s reliance on interruptible Loads to
relieve System Emergencies and its contractual relationship with each UDC, the ISO wiill
not accept, and the Participating Load shall not submit Adjustment Bids, Supplemental
Energy bids, or Ancillary Services bids or self-provided Ancillary Service Schedules from
interruptible Loads which are subject to curtailment criteria established under existing

retail tariffs, except under such conditions as may be specified in the ISO Tariff.
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4.4
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4.6

Notification of Changes. Sixty (60) days prior to changing any technical information in
Schedule 1, the Participating Load shall notify the ISO of the proposed change(s).
Pursuant to Section 2.5.25 of the ISO Tariff, the ISO may verify, inspect and test the
capacity and operating characteristics provided in the revised Schedule 1. The ISO shall
post on the ISO Home Page a schedule showing, for at least one year in advance: (i) the
proposed dates on which the 1SO’s Master File will be updated; (ii) the dates on which
the information contained in the revised Master File will become effective; and (iii) the
deadlines by which changed technical information must be submitted to the 1SO in order
to be tested and included in the next scheduled update of the 1ISO’s Master File. Unless
the Load fails to test at the values in the proposed change(s), the Participating Load’s
proposed change(s) will become effective upon the effective date for the next scheduled
update of the Master File, provided that the Participating Load submits the changed
information by the applicable deadline and is tested by the deadline. Subject to such
notification this Agreement shall not apply to any Loads identified in Schedule 1 which
the Participating Load no longer owns or no longer has a contractual entitlement to.
Agreement Subject to ISO Tariff. The Parties will comply with all applicable provisions
of the ISO Tariff, including Sections 2.3.2, 2.5 and 10. This Agreement shall be subject
to the ISO Tariff, which shall be deemed to be incorporated herein.

Obligations Relating to Ancillary Services

4.6.1 Submission of Bids and Self-provided Schedules. When the Scheduling
Coordinator on behalf of the Participating Load submits a bid or self-provided schedule
for Ancillary Services, the Participating Load will, by the operation of this Section 4.6.1,
warrant to the ISO that it has the capability to provide that service in accordance with the
ISO Tariff and that it will comply with ISO Dispatch instructions for the provision of the

service in accordance with the ISO Tariff.
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4.7
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4.6.2 Certification. The Participating Load shall not use a Scheduling Coordinator to
submit a bid for the provision of an Ancillary Service or submit a schedule for the
self provision of an Ancillary Service unless the Scheduling Coordinator serving
that Participating Load is in possession of a current Ancillary Service certificate

pursuant to Sections 2.5.6 and 2.5.24 of the ISO Tariff.

Obligations relating to Major Incidents. The Participating Load shall promptly provide
such information as the ISO may reasonably require in relation to the ISO’s
investigations of operating situations or events, or for the ISO’s reporting to the
authorities such as the FERC, California Public Utilities Commission, Western Systems

Coordinating Council, or North American Electric Reliability Council.

ARTICLE V

PENALTIES AND SANCTIONS
Penalties. If the Participating Load fails to comply with any provisions of this
Agreement, the ISO shall be entitled to impose penalties and sanctions on the
Participating Load, including the penalties set forth in Section 2.5.26 of the ISO Tariff.
No penalties or sanctions may be imposed under this Agreement unless a Schedule
providing for such penalties or sanctions has first been filed with and made effective by
FERC. Nothing in this Agreement, with the exception of the provisions relating to ADR,
shall be construed as waiving the rights of the Participating Load to oppose or protest
any penalty proposed by the 1SO to the FERC or the specific imposition by the ISO of

any FERC-approved penalty on the Participating Load.
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6.1

7.1

Corrective Measures. If the Participating Load fails to meet or maintain the requirements set forth
in this Agreement and/or the 1ISO Tariff, the ISO shall be permitted to take any of the measures,
contained or referenced in the ISO Tariff, which the ISO deems to be necessary to correct the

situation.

ARTICLE VI

COSTS

Operating and Maintenance Costs. The Participating Load shall be responsible for all its costs

incurred in meeting its obligations under this Agreement for the Load identified in Schedule 1.

ARTICLE VII

DISPUTE RESOLUTION

Dispute Resolution. The Parties shall make reasonable efforts to settle all disputes arising out of
or in connection with this Agreement. In the event any dispute is not settled, the Parties shall
adhere to the ISO ADR Procedures set forth in Section 13 of the ISO Tariff, which is incorporated
by reference, except that any reference in Section 13 of the ISO Tariff to Market Participants shall
be read as a reference to the Participating Load and references to the ISO Tariff shall be read as

references to this Agreement.
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8.1

8.2

9.1

10.1

ARTICLE VI

REPRESENTATIONS AND WARRANTIES

Representation and Warranties. Each Party represents and warrants that the execution,
delivery and performance of this Agreement by it has been duly authorized by all necessary
corporate and/or governmental actions, to the extent authorized by law.

Necessary Approvals. The Participating Load represents that all necessary leases, approvals,
permits, licenses, easements, rights of way or access to install, own and/or operate its Load have

been or will be obtained by the Participating Load prior to the effective date of this Agreement.

ARTICLE IX

LIABILITY

Liability. The provisions of Section 14 of the ISO Tariff will apply to liability arising under this
Agreement, except that all references in Section 14 of the ISO Tariff to Market Participants shall be
read as references to the Participating Load and references to the ISO Tariff shall be read as

references to this Agreement.

ARTICLE X
UNCONTROLLABLE FORCES
Uncontrollable Forces Tariff Provisions. Section 15 of the ISO Tariff shall be incorporated by
reference into this Agreement except that all references in Section 15 of the ISO Tariff to Market
Participants shall be read as a reference to the Participating Load and references to the ISO Tariff

shall be read as references to this Agreement.

10
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11.2

11.3

11.4

ARTICLE Xl

MISCELLANEOUS
Assignments. Either Party may assign or transfer any or all of its rights and/or
obligations under this Agreement with the other Party’s prior written consent in
accordance with Section 17 of the ISO Tariff. Such consent shall not be unreasonably
withheld. Any such transfer or assignment shall be conditioned upon the successor in
interest accepting the rights and/or obligations under this Agreement as if said successor
in interest was an original Party to this Agreement.
Notices. Any notice, demand, or request which may be given to or made upon either
Party regarding this Agreement shall be made in accordance with Section 20.1 of the
ISO Tariff. A Party must update the information in Schedule 3 of this Agreement as
information changes. Such changes shall not constitute an amendment to this
Agreement.
Waivers. Any waivers at any time by either Party of its rights with respect to any default
under this Agreement, or with respect to any other matter arising in connection with this
Agreement, shall not constitute or be deemed a waiver with respect to any subsequent
default or other matter arising in connection with this Agreement. Any delay, short of the
statutory period of limitations, in asserting or enforcing any right under this Agreement
shall not constitute or be deemed a waiver of such right.
Governing Law and Forum. This Agreement shall be deemed to be a contract made
under, and for all purposes shall be governed by and construed in accordance with, the
laws of the State of California, except its conflict of law provisions. The Parties
irrevocably consent that any legal action or proceeding arising under or relating to this
Agreement to which the ISO ADR Procedures do not apply, shall be brought in any of

the following forums, as appropriate: any court of the State of California, any federal

11
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11.5

11.6

11.7

11.8

11.9

court of the United States of America located in the State of California, or, where subject
to its jurisdiction, before the Federal Energy Regulatory Commission.

Consistency with Federal Laws and Regulations. This Agreement shall incorporate
by reference Section 20.8 of the ISO Tariff as if the references to the ISO Tariff were
referring to this Agreement.

Merger. This Agreement constitutes the complete and final agreement of the Parties
with respect to the subject matter hereto and supersedes all prior agreements, whether
written or oral, with respect to such subject matter.

Severability. If any term, covenant, or condition of this Agreement 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
Agreement and their application shall not be affected thereby, but shall remain in force
and effect and 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
separable from all other provisions of this Agreement.

Section Headings: Section headings provided in this Agreement are for ease of
reading and are not meant to interpret the text in each Section.

Amendments. This Agreement and the Schedules attached hereto may be amended
from time to time by the mutual agreement of the Parties in writing. Amendments that
require FERC approval shall not take effect until FERC has accepted such amendments
for filing and made them effective. If the amendment does not require FERC approval,

the amendment will be filed with FERC for information. Nothing contained herein shall

12
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be construed as affecting in any way the right of the ISO to unilaterally make application
to the Federal Energy Regulatory Commission for a change in the rates, terms and
conditions under section 205 of the Federal Power Act and pursuant to the
Commission’s Rules and Regulations promulgated thereunder.

11.10 Counterparts. This Agreement may be executed in one or more counterparts at
different times, each of which shall be regarded as an original and all of which, taken

together, shall constitute one and the same Agreement.

IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be duly executed

on behalf of each by and through their authorized representatives as of the date herein above

written.

California Independent System Operator Corporation

By:

Name:

Title:

Date:

Participating Load

By:

Name:

Title:

Date:

13
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[This page is a placeholder for Schedule 1]

NOTE TO RFP RESPONDENTS:

THE FORM OF AND TECHNICAL AND OPERATIONAL INFORMATION REQUIRED
FOR THIS SCHEDULE 1 ARE CURRENTLY UNDER REVIEW BY THE ISO AS PART
OF THE ISO'S EFFORT TO DEVELOP TECHNICAL STANDARDS FOR
PARTICIPATING LOADS. IT IS CURRENTLY ANTICIPATED THAT THE
INFORMATION REQUIREMENTS FOR THIS SCHEDULE 1 WILL BE SIMILAR TO
THE INFORMATION REQUIRED TO BE SUBMITTED REGARDING PLMPS IN
RESPONSE TO THE TRI-VALLEY RFP.

HOWEVER, POTENTIAL RESPONDENTS THAT ARE PARTICULARLY CONCERNED
REGARDING THE INFORMATION REQUIREMENTS THAT WILL ULTIMATELY BE
INCORPORATED IN THIS SCHEDULE 1 SHOULD MONITOR THE ISO’'S EFFORTS
TO DEVELOP THE TECHNICAL STANDARDS FOR PARTICIPATING LOADS. TO
RECEIVE ISO COMMUNICATIONS IN THAT REGARD, PLEASE PROVIDE YOUR
CONTACT INFORMATION TO:

JULIE GILL OF THE ISO AT (916) 351-2221 OR jgill@caiso.com

14
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SCHEDULE 2

ISO IMPOSED PENALTIES AND SANCTIONS

[Section 5.1]

[TO BE INSERTED UPON FERC APPROVAL]

15
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Participating Load

Name of the Primary
Representative:
Address:
City/State/Zip Code
Email Address:
Phone:

Fax No:

Name of Alternative
Representative:
Address:
City/State/Zip Code
Email Address:
Phone:

Fax No:

SCHEDULE 3

NOTICES
(Section 10.2)
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ISO

Name of the Primary
Representative:
Address:
City/State/Zip Code
Email Address:
Phone:

Fax No:

Name of Alternative
Representative:
Address:
City/State/Zip Code
Email Address:
Phone:

Fax No:
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