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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )

San Diego Gas and Electric Company ) -

and Bonneville Pacific Corporation ) Application 90-03-050
for approval of Standard Offer 2, } (Filed March 30, 1990)
)

as modified.

OPINTION

I. Summary

On March 30, 19%0, San Diego Gas & Electric Company
(SDG&E) and Bonneville Pacific Corporation (BPC) filed a joint
application for the approval of Standard Offer 2, as modified in
their filing (Joint Application). We find the Standard Offer 2, as
modified by SDG&E and BPC, to be reasonable in this case. The
terms of the modified Standard Offer 2 Purchase Power Agreement

(Agreement) are attached to this order (Attachment 2).l In
addition, we permit the parties to enter into the Agreement after
the deadline established in Decision (D.) 89-08-031. We also find
that SDG&E and BPC’s treatment of the project fee was reasonable
and prudent under the circumstances.

II. Background

BPC is the developer of a 50 MW cogeneration qualifying
facility (QF) located outside of SDG&E’s service area. By

1 SDG&E and BPC originally requested confidential treatment of
the actual contract under Public Utflities Section 583. By letter
dated April 24, 1990, SDG&E and BPC withdrew its claim to
confidentiality for the purpose of appending the Agreement to this

order.
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D.89-02-017 in Application (A.) 82-04-44 et al., we determined that
BPC was eligible for a Standard Offer 2 (502) with SDG&E. We
reiterated our policy that S02 should contain an appropriate
economic curtailment provision if interconnection with an out-of-
service area QF could result in economic harm to the ratepayer,
e.g., by displacing economy energy purchases off an intertie.

In D.89-02-017, we provided SDG&E and BPC until August 8, 1989 to
execute the appropriate SO02. By D.89-08-031, we extended the time
to execute S02 until November 16, 1989. The extension was granted
in order to afford BPC and other out-of-service area QFs sufficient
time to respond to SDG&E‘s economic harm studies, ancillary

agreements and proposed curtailment provisions.,
In their Joint Petition, SDG&E and BPC describe the

events following the issuance of D.89-08-031¢

*In accordance with Decisions 88-04-090 and
89-02-017, SDG&E determined that BPC’s project
had the potential for economic harm to SDG&E’s
customers because of potential displacement of
economic energy over the Southwest Powerlink.
On July 11, 1989, SDG4E supplied BPC with an
economic curtailment provision to address and
resolve the potential for economic harm. This
economic curtailment provision was the subject
of extensive negotiation between SDG&E and BPC.
By mid-November, 1989, it appeared as if SDG&E
and BPC would be unable to reach agreement on
an economic curtailment provision and the
parties terminated discussions. Although SDG&E
and BPC began to prepare for an expeditious
approach for dispute resolution before the
CPUC, they made one last attempt at negotiating
an economic curtailment provision acceptable to
both. These discussions immediately appeared
promising, but carried on well after the
November 16, 1989 deadline established by the
CPUC. SDG&E determined that under the

2 See D.88-04-070 in A.82-04-44 et al. for our policy
determinations on this issue.
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circumstances, and because negotiations were
continuing in good fafith on both sides, it
would not make an immediate claim to BPC’s

Project Fee.*

At SDG&E and BPC’s request, the Executiveée Director
temporarily suspended the November 16, 1989 deadline, pending
receipt of a formal pleading seeking extension of the deadline.

By petition dated December 19, 1983, SPG&E and BPC formally
requested a modification of D.89-08-031 to extend the November 16,
1989 deadline and address the treatment of BPC's project fee.

Discussions on the Agreement concluded in March, 1990,
with BPC and SDG&E’s execution of the Agreement on March 9 and
March 14, 1990, respectively. In addition, BPC, SDG&E and Arizona
Public Service, the host utility, executed their three-party
interconnection facilities agreement on March 9, March 14, and
March 22, 1990, respectively.

BPC and SDG&E filed their Joint Application on March 30,
1990. In their Joint Application, SDG&E and BPC request the
commission to find thatt {1) the modifications to the S02, as
contained in the Agreement, are reasonable; (2) SDG&E’'s payments
under the Agreement are recoverable by SDG&E through SDG&E’s Energy
Cost Adjustment Clause, subject only to a review of the
reasonableness of SDG&E’s performance under the Agreement}

(3) entering into the Agreement after the deadline established in
D.89-08-031 was reasonable and (4) SDG&KE and BPC’s treatment of the

3 Letter dated November 17, 1990 to SDG&E and BPC from Wes
Franklin, Acting Executive Director.
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Project Fee was reasonable, under the circumstances.4 On May 17,
1990, the Division of Ratepayer Advocates (DRA) filed comments
supporting approval of the Agreement.

I11I. Modifications to the S02

Under the SO2 adopted by this Commission, a utility can
physically curtail a QF (i.e., refuse to purchase) only under
negative avoided cost conditions. Negative avoided costs exist
when, due to operational circumstances, purchases from QFs would
result in costs greater than those which the utility would incur if
it did not make such purchases, but instead generated an equivalent
amount of energy itself.5 Curtailment under these circumstances
can occur without limitations in terms of frequency or duration.

The S02 provisions do not, however, provide for
curtailment under circumstances where avoided costs are positive,
but the utility can replace QF energy with cheaper sources {e.g.,
econony energy). Nor do they provide for curtailment under
circumstances where purchases from a QF would physically displace
cheaper economy energy power off an intertie. We refer to
curtailment under these circumstances as "economic curtailment®.

4 The Joint Application supercedes SDG&E and BPC’s December 19,
1989 petition for modification of D.89-08-031. Hence, today'’s
order resolves all of the issues raised in that petition.

5 For example, a baseload or large oil-fired intermediate load
plant is shut down at night due to an excess of QF electricity but
then cannot be restarted and brought up to its rated output for the
next day’s peak load. In this situation, the utility must start up
a plant with very high operating costs (e.g., a gas turbine peaker)
or purchase expensive emergency capacity to meet demand. See

Dc83"09"054f mimeo. p- 38.
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the s

02.6

The Agreement adds an economic curtailment provision to

{See Section 16.6 of the Agreement.)

key parameters of this provision aret

O

Curtailment is limited to a specified number
of hours and number of curtailments per
year. Curtailments are divided into two
typess Block Curtailments and Flexible
Curtailments. :

Block curtailments consist of one, 400-hour
block or two 200-hour blocks annually of
continuous curtailment prescheduled by

SDG&E.

Flexible curtailments are scheduled by SDG&E
with two hours’ notice and a minimum eight-~
hour duration. In years 1-9, SDG&E is
permitted to curtail up to 900 hours per
year with a maximum of 125 separate
curtailments per year. . In years 10-15, the
annual limitations are 1,400 hours and 125
curtailments, and in years 16 and
thereafter, the annual limitations are 2,200
hours and 150 curtailments.

SDG&E may invoke economic curtailment at its
discretion, without regard to whether the
Southwest Powerlink is fully loaded.

BPC may elect to curtail or to continue to
sell enerqgy, up to a specified level.
Deliveries during curtailment hours up to
the permitted level are purchased at the
lowest estimated expense per mw-hr which
SDG&E would otherwise have incurred
(currently SDG&E'’s system decremental
value), or SDG&E’s published avoided cost,
whichever is lower,

In summary, the

6 The final terms and conditions of the S02 adopted by this
commission were filed by SDG&E in compliance with D.8%-02-017. Our
referéences to the language and sections of the S02 refer to that

filin
Compl

g-
anc

Seet

Filing of San Dieqo Gas & Electric Company in

e with Decision 89-02-017, Ordering Paraqraph 5,

March 10, 198% in A.82-04-44 et al.

filed on
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BPC must notify SDG&E of the level of its
deliveries during the curtailment period and
will only be paid for deliveries up to this

level.

Because BPC is on the dispatchable capacity
option, curtailment hours do not count
toward the computation of the minimum
performance requirement.

In addition, BPC and SDG&E negotiated minor modifications
to the S02 performance milestones. Under the 502, the QF has
basically two operation milestones to fulfill. The first is to
commence energy deliveries to the SDG&E system by the Initial
Operation Date. The second is to establish reliable operation by
the Scheduled Firm Capacity Operation Date. In oxder to establish
reliable operation, the QF must pass a firm capacity demonstration
test defined in Section 3.14 of the S02. (Section 3.19 of the
Agreenent.,)

In D.89-02-017, we established that BPC must achieve each
of these milestones by no later than becember 31, 1993. However,
under the provisions of S02, the QF has one additional year from
the Scheduled Firm Capacity Operation Date to establish reliable
operation, provided that it fulfills certain reporting
requirements. Hence, under the S02 adopted by the Commission, BPC
would be required to achieve reliable operation by no later than
December 31, 1994.

The Agreement modifies this timing by deleting the
initial operation requirement, while still requiring BPC to meet
the Scheduled Firm Capacity Operation Date by December 31, 1993.
The Agreement retains the one-year extension described above,
Hence, under the Agreement, BPC must still achieve reliable ’
operation no later than December 31, 1994, BPC and SDG4E consider
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this modification to be reasonable, because of the passage of time

due to negotiations.7
In addition, SDG&E and BPC agreed to a day-for-day

extension of the Scheduled Firm Capacity Operation pDate if
Commission approval does not occur by June 30, 1990. In no event
can reliable operation be delayed beyond June 1, 1995, Because of
delays and uncertainty surrounding the timing of the execution of
the contract, SDG&E and BPC also agreed to give BPC until March 31,
1990 to complete the paperwork necessary to provide SDG&E with
proof of site control.

1V. Discussion

The primary difference between the Agreement and our
adopted S02 is the economic curtailment provision. As defined in
D.88-04-070, the objective of that provision is to adequately
protect SDG&E’s ratepayers from a situation where deliveries from
BPC would prevent SDG&E from purchasing cheaper economy energy over
the Southwest Powerlink.

poes Section 16.6 of the Agreement achieve this
objective? To address this gquestion, we use the economic
curtailment provision recently adopted for final Standard Offer 4
(FS04) as our frame of reference. The FSO4 provision is designed
to provide the utility with some operational flexibility to curtail
OF deliveries (or pay reduced prices) during periods when the
utility’s marginal cost is lower than the averaged energy prices
payable under the contract. This provision was not, however,
designed to address the potential ratepayer harm resulting from
economic energy displacements over an intertie. Hence, our
threshold criteria for reasonableness is that the curtailment

7 Joint Petition, page 6.
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provision under the Agreement be, on balance, at least as stringent

as its counterpart under FS04.
Attachment 1 compares the curtailment provision

negotiated by SDG&E and BPC with the one adopted for FSO04. As
Attachment 1 illustrates, the curtailment provisions under FS04
{Option 1I) and the Agreement share some similarities. They both
allow the utility full discretion to invoke economic curtailment,
that is, they do not prespecify operating conditions. At the same
time, they both provide QFs with limits on their exposure to
potential economic curtailments. 1In addition, both provisions base
QF payments during curtailable hours on the utility’s marginal cost
{either actual or projected).

However, there are notable differences in two areas.
First, the PS04 and Agreement provide for different curtailment
restrictions, Under FS04, the annual limit on curtailable hours is
1,500, and the utility may not schedule more than one period of
curtailment in a single day. Moreover, the utility may curtail
only during off-peak and super off-peak hours. The annual limit
starts slightly lower under the Agreement (i.e., 1,300 hours
including flexible and block curtailment), but increases to 1,800
hours by year 10 and 2,600 hours by year 16. While the Agreement
does not limit the number of curtailments per day, it does set
annual limits. ({See Attachment 1.) However, under the Agreement,
SDG&E may curtail during all time periods.

On balance, the tradeoffs between annual and frequency
curtailment limits, as negotiated by SDG&E and BPC, are comparable
to the overall curtailment restrictions adopted for rS04. These
differences do not appear to disadvantage (or advantage)
ratepayers, relative to FS04, in any significant way.

The second difference between FS04 and the Agreement is
in the payment provisions during non-curtailable hours. Under
F504, the utility pays an energy price "adder® during non-
curtailable hours, to compensate QFs for periods of reduced
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paynents. The adder is calculated as the difference between the
QF‘'s energy price and the utility’s lower narginal cost, summed
over a forecast of all curtailable (or reduced price) hours, This
difference is then spread over the non-curtailed off-peak hours, in
the form of an energy price adder. The curtailment provision under
the Agreement does not provide for any energy price adders.

As we explained in D.87-08-047, an adder adjustment is
appropriate because of the way we currently compute energy payments
under our standard offers:

"Our standard offers compute energy payments to
QFs based on the purchasing utility’s fuel and
fuel-burning efficiency (including expected
hydro generation and purchases of economy
energy) at the margin. We determine an average
avoided operating cost and then time-
differentiate this cost to reflect the
utility’s different operating costs depending
on the magnitude of demand at the different
times of day and seasons of the year. The time
differentiation is such that a QF operating at
random over all hours will receive the average
avoided operating cost...." (D.87-08-047,
mimeo., p. 9.}

Curtailment provisions effectively remove a number of the
low-cost hours {(or reduced prices paid during those hours) that
were averaged into the approved energy prices. Therefore, without
any adders to prices paid during non-curtailable hours, the
curtailable QF would receive, on average, less than avoided costs.

By excluding adder payments, the Agreement is clearly
advantageous to ratepayers, relative to the FS04 curtailment
provisions. 1In essence, BPC has agreed to accept less than avoided
costs up to prespecified 1limits in order to protect ratepayers from
the potential displacement of economy energy over the intertie.
And, as noted above, the prespecified limits agreed to by SDG&E and
BPC are comparable to the overall restrictions adopted for FS04.
Moreover, SDG&E can invoke economic curtailment under a wide range
of operating circumstances to benefit ratepayers, and not just when
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the Southwest Powerlink is fully loaded. Hence, in exchange for
curtailment limits comparable to FS04, BPC must accept less than
avoided costs under a broader range of economic curtailment
conditions than anticipated under Db.83%-02-017., In sum, the
curtailment provision contained in the Agreement is clearly
designed to protect ratepayers’ interests.

Does the provision adequately protect ratepayers from
potential economic harm? Absent specific facts on (1) how
frequently the Southwest Powerlink would be fully loaded and
(2) the price and amount of economy energy *bumped" by purchases
from BPC, we can only infer that it does. As described in
Section II above, both SDG&E and BPC actively negotiated the
Agreement instead of pursuing their dispute before this Commission.
Litigating that dispute would have required us to determine the
specific facts described above. Obviously, SDG&E and BPC had their
differences regarding these issues. It is not our intent, in
reviewing the Agreement, to resolve all of the factual issues that
would have been raised in litigation. To do so would defeat the
purpose of a negotiated settlement. We need only be satisfied
that, in the give-and-take over disputed issues, SDG&E aggressively
negotiated on behalf of its ratepayers. Absent any evidence to the
contrary, we are satisfied that SDG&E did just that. Moreover, as
described above, we are convinced that the design of the negotiated
curtailment provision is one that protects ratepayers’ interests.
We also note that DRA, who filed comments on behalf of the long-
term interests of ratepayers, also found the curtailment provision

under the Agreement to be reasonable.8

8 As DRA notes in its comments, the reasonableness of SDG&E’s
administration of the curtailment provision is subject to review in
future Energy Cost Adjustment Clause proceedings.
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We now turn to the milestone modifications contained in
the Agreement. As described in Section III above, the Agreement
provides BPC with some additional flexibility in demonstrating
initial and reliable operations, by relaxing the initial operation
date. The Agreement also provides BPC with a modest extension to
complete the paperwork necessary to provide SDG&E with proof of
site control. However, as SDG&E and BPC point out, these changes
do not alter the latest date for reliable operation authorized by
D.89-02-017. HNor do they have a material impact on SDG&E’s system.
Even under the S02, SDG&E would not have been assured of BPC’s firm
capacity for summer needs until the summer of 1995. Moreover, the
modifications were made in recognition of the fact that
negotiations significantly delayed final contract execution. In
light of these circumstances, we consider the milestone
modifications contained in the Agreement to be reasonable.

We also find that SDG&E was reasonable in deferring a
claim on BPC’s project fee pending completion of negotiations. We
agree with SDG&E and BPC that, given the unique circumstances of
this case, BPC would have been unable to make a final determination
of its project feasibility until (1) negotiations were completed
and (2) and the joint application was addressed. By notifying us
of the potential delay and pursuing negotiations in good faith,
SDG&E was also reasonable in entering into the Agreement after the
November 16, 1989 deadline.

Findings of Fact
1. BPC is the developer of a 50 MW cogeneration qualifying

facility located outside of SDG&E’s service territory.

9

9 Since this order will be issued before June 30, 1990, the
provision for a day-for-day extension of the firm capacity date

becomes moot.
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2. BPC proposes to deliver power to SDG&E over the Southwest
pPowerlink intertie.

3. By D.89-02-017 in A.82-04-44 et al., we determined that
BPC was eligible for a Standard Offer 2 with SDG&E. .

4., 1In D,89-02-017 we stated that S02 should contain an
appropriate economic curtailment provision if interconnection with
an out-of-service area QF could result in econonic harm to the
ratepayer, e.g., by bumping economy energy purchases off an

intertie,.
5. 1In D.89-02-017, we provided SDG&E and BPC until August 8,

1989 to execute the appropriate 502.

6. By D.89-08-031, we extended the time to execute S02 until
November 16, 1989.

7. From July 11, 1989 until March 1990, SDG&E and BPC
conducted extensive negotiations over an economic curtailment
provision to address potential economic harm. ‘

8. By letter dated November 17, 1389 from the Executive
Director, the November 16 deadline was suspended pending receipt of
a formal pleading seeking extension.

9. By petition dated December 19, 1989, SDG&E and BPC
requested a modification of D.89-08-031 to extend the November 16,
1989 deadline and to address the treatment of BPC’s project fee.

10, SDG&E and BPC executed a modified Standard Offer 2
Agreement on March 9 and March 14, 1990, respectively.

11. The Agreement settles the disputes between SDG4E and BPC
over economic curtailment.

12. On March 30, 1990, SPG&E and BPC filed a joint
application for approval of the Agreement.

13. On May 7, DRA filed comments supporting approval of the

Agreement,
14. The Agreement adds an economic curtailment provision to

the S02.
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15. By D.89-04-047, the Commission adopted an economic
curtailment provision for final Standard Offer 4 (FSO4).

16. The FS04 curtailment provision allows the utility to pay
reduced prices during periods when the utility’s maréinal cost is
lower than the averaged energy prices payable under the contract.

17. Under the FS04 curtailment provision, the utility pays an
enexgy price "adder” during non-curtailable hours to compensate the
QF for reduced prices during curtailment.

18. wWithout any adders to prices paid during non-curtailable
hours, a QF would receive, on average, less than full avoided costs
whenever the utility invokes economic curtailment.

19. Under the Agreement, SDG&E may invoke economic
curtailment at its discretion, without regard to whether the
Southwest Powerlink is fully loaded.

20. Under the Agreement, curtailment is limited to a
specified number of hours and number of curtailments per year.

21. Under the Agreement, SDG&E pays for deliveries during
curtailment at the systém decremental value or published avoided
costs, whichever is lower.

22, Under the Agreement, BPC would receive no compensating
payment, or energy price adder during non-curtailable hours.

23. The Agreement is structured to compensate ratepayers for
potential economic harm by paying less than avoided costs whenever
economic curtajlment is invoked.

24, The Agreement limits BPC’s exposure to economic
curtailment by establishing curtallment restrictions.

25. The curtailment restrictions contained in the Agreement
are comparable, on balance, to the overall curtailment restrictions
contained in final Standard Offer 4.

26. The Agreement provides BPC with some additional
flexibility in demonstrating initial and reliable operations, by
relaxing the initial operation date,
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27. The Agreement provides BPC with an extension until
March 31, 1990 to provide SDG&E with proof of site control.

28. HNone of the milestone modifications alter the latest date
for reliable operation authorized by D.89-02-017. )

29, Pending completion of negotiations and the Commission’s
action on the joint application, BPC could not make a final
determination of its project feasibility.

Conclusions of Law
1. SDG&E and BPC have negotiated an economic curtailment

provision which adequately protects ratepayers from economic harm,

under the circumstances specific to BPC.
2. The Standard Offer 2 Power Purchase Agreement, as

modified by SDG&E and BPC and contained in Attachment 2 to this

order, is reasonable.
3. SDGSE should be authorized to recover all payments

properly made under the Agreement.

4. Given the specific circumstances of this case, it was
reasonable for SDG&E and BPC to enter into the Agreement after the
deadline established in D.89-08-031.

5. SDGLE’s treatment of the Project Fee was reasonable and
prudent under the circumstances.

6. Because BPC needs Commission action to move forward with
project development, this decision should be effective on the date

signed.
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IT IS ORDERED thatt

1. The Standard Offer 2 Power Purchase Agreement, as

modified by San Diego Gas & Electric Company (SDG&E} and Bonneville

Pacific Corporation is reasonable and is approved.

2. SDG&E is authorized to récover in rates all payments

properly made under the Agreement.
This order is effective today.

Dated JUN 06 1391)___, at San Francisco, California.

Q. MITCHELL WK
Presidont
FREDERICK R. DUDA
STANLEY W. HULETT
JOHN B. OHANAN
PATRICIA M. ECKERT
Commigsioners

| CERTIFY THAT THIS DECISION
WAS APPROVED BY YTHE AGOVE
COMMISSIONERS TODAY

P
nas._ .
N /.t J. L , Exoculive Ditecior

AAN
M3
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Page 1

Camparison of Qurtailnend Provisions under
FOs ad the Agreenent

SDGEE/BEG
Agreement

D.89-04-047
Adopted FSO

Chayacteristics
Selection
Ortall/alt

Price
Condition

Option I

Option 11

QF selects at contract exec.

Keg. avolded
oosts or
hydrospint.l/

QF antails to
30% of effective

capacity.

Utllity sole
discretion.
Designates
Type A
(Econamfc)

or Type B
(Neg. avoided
oost).

QF selects,
except for
reg. avolided
oost where QF
artalls to 30X

1,500 max.
arrually

3 hours min.
drmation. Only
1 perlod of
curtallrert per

day.

Bot appliczble

Utility sole discretion.
Designates meg. avoided cost or
econcmic (flexible or block
oxtallment).

QF selects, except for
reg. avolded cost where QF can

be oxtailed to zero.

Unlimited for reg. avolded costs.

Flexible: 8 hours min. duration.
Arrual limits:

Mxx. §
Years Hoos of Ootal
1-g 900 125
10-15 1400 125
16+ 220 150

Block: ore 400 hour block or
two 200 hour blocks In @y
contract year.

All
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Frequency of
Adjustents

Resaarce Inputs

3

Mote: FROG (Erergy-related Capital Gosts) apply only to FSO4 payments.

ATTACHENT )
Page 2

X' and 1504 Ootallwent Provisions

D.83-04-047

Option 1

Energy:

Hore during
ourtaitment for
either hydro-
spill or reg.
avolded costs.

FROC and Capacity:

Based on 12-
wonth rolling
average of his-
torical operation

Yot applicable

Yot applicadble

Option 11

Frergy:

QF receives

lesser of actual
incremental cost
or avrg. s-r
avolded op. cost
(SRAC) forecast.
Price during ron-
anrtailmént hours
adjusted based on
production costing
s .2/ Yo erergy
price for reg.
avoided cost cur-

tailments even when

QF operates at
authorized level

below 30A.

EROC ard Capacity:
Same as Option I.

Energy

For ecorvraic ontailment, QF
Teceives the lowest estimted
expernse per Mi-hr. which SDGE
would otherwise have fncuared in
gererating or purchasing 100 MY of
energy from alt, sources (Altermative
Erergy Gost).—j Mot to exceed
published SRAOC.  Fo adjustments
i{n prices dring non-ourtailoent
boxs. ¥o erergy price for neg.
awided cost ourtailments.

Capacity:

Fim capacity payments continue
during hours of awtailment. Hours
of curtailment and erergy deliveries
during curtallnent excluded from
caloulations.

ot applicable

Mot applicable
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ATTACHENT 1
Page 3

F3) and 1SV Qurtalileent Provisions

D.89-04-047
Adopted FSO4
Option I Option 11

Utility gives Utility publishes Flexible: SDGEE rotiffes QF mo later
reasorcble preliminary than 2 hours prior to curtailment of
notice when schedule armually. hoxs, dration, and Altermative Erergy
possible. QF rotifies of Cost. OQF responds within 1/2 bour or
1 week prior to else is amtailed to level at which
artailment hour., QF was delivering to SDGEE at the time
Utility may charge motice was de.
schedule of cur-
tailments up to 4 Block: Each year SDEE rotifies QF of
hours prior to aur- schedule, with mo less than 3 weeks
tailment. yotice of starting time, duration, and
Altermative Erergy Cost. GQF respords
within 7 days with operation level.

—_—

Y

Ferative avolded cost conditions ocour when due to operatiomal cirounstances, the acceptance of QF power
would cost the utility mre than gererating an equivalent amunt of erergy itself. Exaple: A baseload
or large ofl-fired intermediate load plant is shut down at night due to an excess of QF electricity but
then canmot be restarted and brought up to its rated output for the rext day's peak load. In this
situation, the utility mist start up a plant with very high generating costs (e.g., a gas turbine peaker)
or purchase expersive emergency capacity to meet demand. Hydrospill conditions oocur when systen demand
would require that hydro-energy be spilled to reduce geveration.

The procedure for adjusting erergy prices based on SPANG s described in July 1987 Joint Testimoay
(Bhdbit 447, Appendix A) in A.82-04-%4 et al. The reduction in energy payments during the 1,500 hours
of antailment is added to the remaining hours of non-autailment in the super off-peak and off-peak
hours. The adder is pafd under both Type A and Type B artallment.

The Altermative Frergy Cost is determined by SDGSE s Energy Control Center and recorded hourly on the
California Power Pool Econamy Energy Tramsactions log as the system decremental value.

(RD OF ATTACH/ENT 1)
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APPENDIX A

STANDARD OFFER 2, A8 MODIFIED BETWEEN
S8DG&E AND BONNEVILLE PACIFIC CORPORATION

(Confideéential)
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1 ATTACHMENT 2

STANDARD OFFER NO. 2
STANDARD OFFER FOR POWER PURCHASE
WITH

A FIRM CAPACITY QUALIFYING FACILITY

(BONNEVILLE PACIFIC CORPORATION)

Flle No. QFE 200.416

Revised March 7, 1990
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ATTACHMENT 2

1. PARTIES

The Parties to this Agreement are Bonneville Pacific

Ccorporaticn (Seller), a pelaware Corporation and San

pieqgo Gas & Electric Company (SDGSE), a california
corporation (individually "Party”, collectively "Par-
ties"), who agree as follows:

2. PROJECT SUMMARY

Seller represénts that the statements made below are
true and selects the options to this Agreement specified
below, which options are described in more detail in the
sections referenced below!

2.1 Seller's Generating Facility:

Nameplate Rating (Net of Station

Load) 52,890 kw

Interconnéction Voltage Level

at the Generating Facility

boundary/69_kV

For out-of-service area Sellers only!

(a) The Point of pelivery North Gila
Substation and

(b) The Designated point of

Interconnection Miquel Substa-

tion
tocation (out of service area)!

Yuma, AZ

(See Exhibit A)

(if address not avallable, append

metes and bounds description)

-1~
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(Exhibit A)

2.1.4 Typs of Faclility:
X Cogeneration Facility

T —————————

small Powser Production

Facility
2.1.5 Scheduled Fimm Capacity Operation
pate (Saction 5.9) _January 1, 1%93 .
2.1.6 Tern as measured from the Scheduled

rPirm capacity Operation Date (Séction
§.1) 30 years.

purchase Price of Capacity.

2.2.1 Amount of Firm Capacity {séction 9.3)
50,000 kW
2.2.2 gellar shall provide Firm Capacity

according to (check one) (ggction

9.:3)1
X optioen 1 - Dispatchable
option 2 - Actually Deli-
versd
2.2.3 Seller chooseés to have Firm Capacity

payménts based on (check ona) (Sec-
tion 9.4)!
X option 1 - Schedule¢ in
effect at time of execution

(attached as Exhibit C).
option 2 - Schedule in

affect on the Scheduled
Firn capacity Operation

.2.
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Date.

i
. : If Seller chooses Option 1:

Price per kw of Firm
Capacity will be
$140 /kw-yr -
Method of Purchasé and Sale {check one)
(Section 8.1)¢
N/A Simultaneous Purchase and Sale
N/A Sale of Surplus Enérgy
X Off System Sales
Project Development Material Milestones:
2.4.1 Provide inform- Not later than
ation for and pay three (3) months
costs of Prelimi- after the date of
nary Interconnec- execution of this
tion/Operating Agreement or such
study pursuant to other date as
Section 5.4. agreed to by the

Parties.
See Section 5.4.

(For out-of-ser- Not later than six
vice area Generat- (6) months fron
ing Facilities the date of ekecut-
only) Provide ion of this agree-
acceptable proof nent.
that Seller has
obtained rights
for transmission
of powér to the
designated SDGELE
point of delivery

{section 5.5).
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provide informat-
fon and pay cost
for SDGLE to con-
duct a Line Loss
and Transmission
Impact Study
(Section 5.6).

Provide informat-
ion for and pay
costs of Detailed
Interconnection/
Operating Study
pursuant to
Section 5.7.

Commence construc-
tion of the
Generating Faci-
lity pursuant to
Section 5.8:

Establish Reliable
Operation of the
Generating Faci-
1ity pursuant to
Section 5.9.

Not later than the
date specified in
2.4.4.

See Section 5.6.

Not later than 6

- months following

the date of exécu-
tion of this agree-
ment. '

Not later than 18
months prior to the
date specified in
2.4.6

Not later than
pecembeér 31, 19%4.

2.5 Séller selects the folloving metering locations

section 15.1}!
(a) For Sellers located within SDG&E Operating
systen!

N/A Metering on SDGSE's side of

Interconnection Facillities.

Metering on Selleér's side

N/A

of Interconnection

Facilities.

Transformér Loss Compensation Factor N/AY
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For out-of-service area Generating Facili-
ties metering location to be as specified
in the Three Party Operating Agree-
ment.

2.6 HOTICES .

Any formal communication or notice in connection
with the Agreement shall be in writing and shall be
deemed properly given if delivered in person or sent by
first class mail, postage prepaid, to the person spéci-

fied below:

san Diego Gas & Electric Company
c/o Secretary

P.0. Box 1831

san Diego, CA 92112

Bonneville Pacific Corporation

c/o Secretary
257 East 200 South, sSuite 800
salt Lake city, Utah 84111

3. DEFINITIONS

3.1 Agreement! This Standard Offer for Power
purchase and Interconnéction with a Firm capacity Quali-
fying Facility between SDGLE and Seller, and exhibits, as

amended from time to time.
3.2, Alternative Enerqgy cost

The lowest estimated éxpense per Mw-hr which SDG&E
would otherwise have incurred in genérating or purchasing
100 Mw of energy from alternative sourcés. The valueé is
currently determined by SDGLE's Energy Control Center and
recorded hourly on the california Power Pool Economy En-

ergy Transactions Log as the system decremeéntal value.

g T AL (i p e o I D e v w01 o A S WSS e b
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3.3 As-Avalilable capacity: That capacity lev-

el, up to the Nameplate Rating of the Generating Facili-
ty, Seller makes available to SDGSE from Initial Opera-
tion to the time Generating Facility -achieves Reliable
operation per the terms of this Agreement..

3.4 As-Available Capacity Payment Schedule:

SDG&E's schedule of time-differentiated payments and con-
ditions for the purchase of As-Available Capacity fron
Qualifying Facilities as updated from time-to-time.

3.5 Bfll: A written statement setting forth
charges and requiring payment for electrical service, gas

service, or both, as more fully discussed in SDG&E's

Rules of Service.
3.6 Block Curtailment: A curtailment perlod

scheduled by SDG&E consisting of one 400 consecutiveé hour

period or two 200 consecutive hour periods.
3.7 capacity Factor: Thé net kilowatt-hours

produced by the Generating Facility after Station Load
and delivered to the besignated Point of Interconnection,
for a period of tinme, divided by the product of the Firm

capacity and the number of hours in the périod of time.
3.8 Capacity Payment schedule for Firm Capaci-

ty Qualifyinqgracilities: SDGSE's schedule of prices and

conditions for purchase of capacity from Firm Capacity
Qualifying Facilities. The capacity prices contained
therein are derived from SDGLE's full avoided cost as ap-
proved by the CPUC. SDGLE's currént Firm Capacity Pay-

ment Schedule is attached as part of Exhibit C. The

-6-
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schedule effective for the term of this Agreement will be
as specified in Sections 2.2.3 and 9.4.
4.9 cogqeneration Facility: A facility which

produces electric énergy and steam or forms of useful
thermal energy (such as heat), which are used for indus-
trial, commercial, heating, or cooling purposes, as de-
fined in Title 18 Code of Fedeéral Requlations (CFR), Part
292, as of the effective date of this Agreement.

3.10 contract Year: Theé twelve month period

commencing with the Firm capacity Availability Date and
each twelve month period commencing with the anniversary

of thé Firm Capacity Availability Date.
3.11 cpuyc: The cCalifornia public Utilities

commission or any successor agency having regulatory con-

trol ovér SDGSE or its successors. <

3.12 current Capacity Payment: The $/kW-Year

capacity Payment Schédule, publishéd by SDGLE, at the
time of termination or reduction of Firm Capacity, assum-
ing a term equal to the balance of the term of the Agree-

ment.
3.13 petailed Interconnection/Opératinq Study:

SDGLE's determination of the Interconnection Facilities

required to interconnect the Generating Facility with the
SDGLE system for both on and off-system purchases for the
delivery, metering and scheduling of power, and the prop-
er and safe operation of the Generating Facility in par-
allel with the SDG&E electric systenm, including an esti-

mate of costs and construction lead time.

-7
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3.14 pesignated Point of Interconnectiont (ap-

plicable to out-of-service areéa Sellers only) The desig-
nated point on the SDG4E system at which power purchased
under this Agreenment shall be deemed received into the
SDG&E service area.

3.15 Energy: Electric energy expressed in ki-
lowatt-hours generated by the Generating Facility less
Station Load , delivered to the pesignated Point of In-

terconnection and s¢ld to SDGA4E.
3.16 Energy Payment Schedule: SDG&E's schedule

of time-differentiated payments and conditions for pur-
chase of Fnergy from Firm capacity Qualifying Facilities
as updated from time-to-time. Thé Energy prices con-
tained therein will be derived from SDG&E's full ‘avoided
opérating costs, as approved by the CPUC, throughout the
1ife of thé Agreement.

3.17 FERC: The Federal Energy Regulatory Con-
mission or any successor agency having a similar func-

tion.
3.18 Firm capacity: The amount of kilowatts

specified in section 2.2.1.
3.19 Firm Capacity Availability Date: The day

following the day Seller passés a capacity demonstration
test in which Seller demonstrates the ability of the Gen-
erating Facility to deliver Firm Capacity continuously
into SDG4E's system. The capacity demonstration test
will require the Seller to operate the Generating Facili-

ty at an average capacity factor, based on Firm Capacity,

-8-
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of 80% or greater during the on-peak and semi-peak hours
in a thirty (30) consecutive day period or such shorter
period as the parties agree is satisfactory. Calculation
of the average capacity factor shall exclude any energy
associated with generation levels greater than the Firm
Capacity.

3.20 Flexible Curtailment: A curtailment peri-

od of varying length as more fully described in Section

16,
3.21 Forced Outage: Any Generating Faclility

outage resulting from a design defect, inadequate con-
struction, operator error or a breakdown of thée mechani-
cal or electrical equipmént that fully or partially cur-
tails the electrical output of the Generating Facility.

3.22 Generating Facility: All of Seller's gen-

erating units, together with all protective and other as-
socfated equipment and improvements ownéd, maintained,
and operated by Seller, which are nécéssary to produce
electrical pover, excluding associated land, land rights,

and interests in land.

3.23 Initial Operation: The day upon which the

Generating Facility commences energy deliveries to the

SDG&E systen.
3.24 intérconnection Facilitiest Facilities

and devices which are either (1) required for the proper
and safe operation of the Generating Facility in parallel
with SDG&E's electric system, or (2) required for the de-

livery, metering and scheduling of power from an out-of-

-g-
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service area Generating Facility; and which are either

owned by Seller or are SDG&E Facilities and which are as

described in Section 12.

3.25 Interconnéction Facilities Agreément:

That Agreement which must be executed prior to Initial
operation of the Generating Facility, which sets forth
the interconnection terms and conditions for interconnéc-
tion of in-service area Generating Facilities in parallel

with the SDG4LE system.
3.26 Line Extension Facilities! All facili-

ties, excluding the Inteérconnection Facilities, as gener-
ally described in section 12, which are determined by

SDGSE to be neceéssary to connect SDGSE's existing systenm
to the Point of Delivery in order to accépt the output of

the Génerating Facility.
3,27 Line Loss/Transmission Impact Study: For

out-of-service area Generating Facilities, that study re-
quired in addition to the operating Study, which will
fdentify (a) Line Losses associated with delivery .of pow-
er from the Point of Delivery to the Désignated Point of
Interconnection and (b) the extent to which capacity on

SDGLE's intertie transmission facilities will be affected

by the acceptance of power from the Generating Facility.

3.28 Meters: Any meter installed as part of
the Interconnection racilities to measure the amount of
Energy and Firm Capacity delivered to SDGLE.

3,29 Minimum Load condition: A situation when

SDG&4E's electric systenm load minus the margin required

-10~
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for regulation of its generation resources is equal to or
less than the sum of (1) the minimum eléctrical output of
generating units committed for system security: (2) the
electrical output associated with firm purchases which
SDGSE is obligated to accept due to contractual terms or
penalties; and (3) the output of Qualifying Facilities
providing electricity to SDG&E.

3.30 Nameplate Rating: The gross genérating

capacity of the Generating Facility less Station Use.
For purposes of this Agreement, Nameéplate Rating is that
rating specified in Section 2.1.1 of the Agreemént.

3.31 O&M Chargé: An amount paid monthly by
seller to SDGLE to cover the operation and maintenance of
the Line Extension and SDG&E Facilities.

3.32 point of Delivery: The point wheré: (1)

tor Generating Facilities located within the SDG4E sys-
tem, Seller's electrical conductors contact SDGEE's sys-
tem as it shall exist whenever the deliveéries Aré being
made or at such other point as the parties agrée in writ-
ing or (2) for out-of-service area Génerating Facilities,
the point at which power delivered to SDGLE is accepted.

3.3 Preliminary Interconnection/Opérating

Study: SDG&E's preliminary estimate of the costs and
equipment necessary for the interconnection and/or deliv-
ery of power from the Generating Facility to the SDG4E
systen. This Study may also establish the date by which
seller must request and pay for a Detailed Interconnec-

tion/Operating sStudy under Section 5.7.1.

~-11-
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i 3.34 Project Fee: The fee more fully de-

1
. scribed in Section 4, which Seller posts and SDGSE shall

hold as security for Sellers maintaining adequate
progress in the developnent of the Generating Facility.

3.35 Qualifying Facility: A Cogeneration Fa-

cility or a Small Power production Facility as defined in

Section 3.9 and 3.41, respectively.

3.36 Reliable Operation: That level of opera-

tion established as of the Firm capacity Availability
pate. Reliable operation must occur no later than one
(1) year from the Scheduled Firm Capacity Operation Date.

3.37 Scheduled Firm Capacity operation Date:

The date specified in Section 2.1.5 as the day upon which
the Generating Facility will be capable of reliably sup-

plying Firm capacity to the SDG&E systeén.
3.38 SDGLE's Electric Department Rule 21: SDG4E's

interconnection standards for cogenerators and small pow-
er producers intérconnected with the SDGLE system, in ef-
fect on the daté of execution of this Agreemént, fncorpo-
rated as Exhibit F. (Some portions not applicable to

out-of-service area generating facilities).

3.39 SDGLE Facilitlies: Facilities owned by

SDG&E which are required for scheduling, metering and op-
eration and for the proper parallel operation of the Gen-
erating Facility with SDGLE's system. These facilities
will include, but not be linited to: connection, trans-

formation, communication, switching, metering, safety
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equipment and any necessary additions and/or reinforce-
ments required and added by SDG&E to SDGLE's system, ex-
cluding any Line Extension Facilities.

3.40 small Power Production Facility: A facil-

ity which produces electric energy solely by the use, as
a primary energy source, of biomass, waste, renewable re-
sources, or any combination thereof, as defineéd in Title
18 Code of Federal Reégulations, Part 292, as of the date

of execution of this Agreement.

3.41 Station Load: Load specifically related

to the operation of the genération auxiliary equipment.
such auxiliary equipment includes, but is not necessarily
limited to, forced and induced draft fans, cooling tow-
ers, boiler feed pumps, lubricating oil systeéms, geénerat-
ing facility lighting, fuel handling systenms, control
systems, and sump pumps.

3.42 Statementz A written statenment setting
forth amounts of Eneérgy and Firm capacity delivered and
sold to SDG&E and amounts due to seller for such Energy
and Firm Capacity, as more fully described in Section 15.

3.43 Surplus Energy! The total output of the
Generating Facility, less station Load and other load re-
quirements of the seller, that the seller actually deliv-
ers to the Point of Delivery from the Generating Facili-

ty.
3,44 System Emergencys A condition on SDGSE's

system which is 1ikely to result in imminent significant

-13-




A.90-03+

ATTACHMENT 2
disruption of service to customers, or is likely to en-

danger life or property.
3.45 Three Party Opérating Agreement:? That

Agreement which must be executed prior to Initial Opera-
tion, which will set forth the terms and conditions for
the metering, scheduling and billing, and owneérship and
maintenance of facilities, necessary for delivery of pow-
er from an out-of-service area Generating Facility to the

SDG&E systen.
3.46 willful Action:

3.46.1 Action taken or not taken by a Party
at the direction of its directors, officers or superviso-
ry employées affecting its peérformance under this Agree-
mént, which action is knowingly or intentionally directed
by such directors, of ficers or supervisory employees with
conscious indifferénce to the injurious consequences
thereof, or vitﬁ intent that injury or damage would re-
sult or would probably result therefron. Hiliful Action
does not include any act or tailure to act which is mere-
ly involuntary, accidental, or negligent.

3.46.2 Action taken or not taken by a Party
at the direction of its directors, officérs or superviso-
ry employees affecting its performance under this Agreée-
ment, which action has béen determined by arbitration
award or final judgment or judicial decree to be a con-
tract breach under this Agreement and which occurs or
continues beyond the time specitied in such arbitration

award or judgment or judicial decree for curing such

-14-
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default, or, if no time to cure is specified therein, oc-

curs or continues thereafter beyond a reasonable time to
cure such default.

3.46.3 Action taken or not taken by a Party
at the direction of its directors, officers of superviso-
ry employees affecting its performance under this Agree-
ment, which action is knowingly or intentionally directed
by such directors, officers or supervisory employees with
the knowledge that such action taken or not taken is a
contract breach under this Agreement.

4. PROJECT FEE

4.1 No later than the date seller executes this
Agreement, seller shall post and thereafter maintain a
Project Fee equal to five dollars ($5) for each kilowatt
of Naméplate Rating of the Generating Facility specified
in Section 2.1.1. Seéller may not increase the Nameéplate
Rating of the Generating Facility after the date of exe-
cution of this Agreement. The Project Fee shall be held
as security for Seller maintaining adequate progress in
the development of the Generating Facility. The Project
Fee shall be established by aither an éscrow account or
by an irrevocable letter of credit with terms and condi-
tions agreed to‘by the Parties., Such escrow account or
jrrevocable letter of credit shall provide for the dis-

pursement of the Project Fee in accordance with Section

4.2.




Hh.90-03-0590

ATTACHMENT 2

4.2 The Project Fee shall be disbursed in the fol-
iowing manner on notice provided to the holding agent by
SDG&E.

4.2.1 The Project Fee, including any inter-
est earned, shall be returned to Seller (a) - if the Gener-
ating Facility achieves Reliable operation prior to the
date specified in Section 2.4.6: (b) if seller terminates
this Agreemeént as a result of an Uncontrollable Force
prior to Reliable operation of the Generating Facility:
(c) if Seller determines as a result of either the Line
Loss and Transmission Impact Study or the petajiled Inter-
connection/operating study that the project is no longér
feasible or that transmission capacity is not available,
(Seller must apply for a refund within ninety {90) calen-
dar days atter receiving written notification of the re-
sults of such study.)! (d) if seller determines that the
cost or conditioﬁs of obtaining transmission rights from
the Generating Facility to SDG&E's systenm renders the
project non-economic, and so notifies SDGSE no later than
30 days after the date such transmission rights must be
secured under section 5.5¢ (e) if the conditions of sec-
tion 28 are not fulfilled and this Agreement is terminat-
ed; or (f) if sSeller terminates this Agreement as a re-
sult of the CPUC approval described in Section 28 not
having been obtained by November 30, 1990, and Seller no-
tifies SDG&E in writing no later than 30 days after the

actual date of said cpuc decision.
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4.2.2 The Project Fee, including any inter-

est earned, shall be paid to SDGSLE in the event Seller

fails to complete each and every project development

nilestone set forth in Section 5, whether or not SDGSE

pursues any other remedy at law or under this Agreement.

5. PROJECT DEVELOPMENT MILESTONES

5.1.1 The following events shall constitute

project Developnent Milestones:

(a)
(b)
(c}

Submit Quarterly Status Reports (Section 5.2)
Maintain site control (Section 5.3)

provide information for and pay costs of the
preliminary Interconnection/operating study
(section 5.4).

(For out-of-service area Generating Facilities
only) Provide évidence that seller has secured
acceptable transmission rights for delivery of
Energy and Firm capacity from the Generating
Facility to the SDGLE Point of Delivery (Sec-
tion 5.5).

(For out-of-service area Generating Facilities
only) Provide information and pay costs for
SOGLE to conduct a Line Loss/Transmission Im-
pact Study {section 5.6}.

provide information for and pay costs of the
petailed Interconnection/oOperating study (Sec-
tion 5.7).

comnence construction of the Generating Facili-

ty (Section 5.8)
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5.1.2 If seller fails to complete each
project Development Milestone in the time and manner pro-
vided in Sections 5.2 through 5.9, SDGSE may terminate
this Agreement and Seller shall be liable for liquidated
damages, if any, pursuant to section 17 of this Agreement
and such other damages as SDGLE may pe entitled to. If
SDGLE terminates this Agreement the provision of Sections
5,1.3 and 5.1.4 shall also apply.

5.1.3 If SDG&E terminates this Agreement
pursuant to 5.1.2, Seller may exécute another contract
with SDG4E only under one of the other altérnativé meth-
ods described in Section 5.1.4 and only if the following
conditions are satisfied.

(a) Seller provides SDG&E with a new project
definition and provides SDG&E a new
project fee in the amount of $5/kw: and
seller has paid to SDGSE all outstanding
obligations arising under this Agreement
including any damages which SDG&E may have
{ncurred as a result of Seller's fajlure
to perform under this Agreement.

Nothing in this section 5.1.3 shall limit
SDGLE's remedies at law under this Agree-

ment.

5.1.4 If Seller satisfies the requirements

of Section 5.1.3, Seller may execute a new contract with
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SDGLE, to sell power from the Generating Faclility, by any

of the following alternative methods:!

(a)

By fulfilling all the prerequisites for eligi-
pility to execute and by executing a firm ca-
pacity standard offer contract, if one is
available. 1If Seller elects to sign a then
current firm capacity standard of fer contract
within two years of the date of términation of
this Agreement by SDGEE, the pricé for the firm
capacity provided under such contract shall be
the lesser of the then current flim capacity
prices specified in the contract or the Firm
capacity price seller would have reéceived undeér
this Agreenment.

By .fulfilling all the prérequisites for eligi-
bility to execute and by executing an available
long-run standard offer contract if one is
available. However, Seller may not participate
in the next long run standard offer update cy-
cle if such cycle occurs within two years after
the date of termination of this Agreement by
SDG&E.

By fulfilling all the preréquisites for eligi-
bility to execute and by executing an as-
available standard offer contract, if one is
available. If Seller signs an as-available
standard offer because no other standard offer

agreement is then currently available, Seller

-19-
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may switch to another standard offer agreement

when one becomes available subject to the con-
ditions of such standard offer and this Section
5.1.4.

A non-standard agréement subject to the negoti-
ations between Seller and SDG&E.

5.2 Submit Quarterly Status Reports

5.2,1 Beginning on the first day of the
calendar quarter following the date of eéxecution of this
Agreement, and continuing on the first day of each calen-
dar quarter thereafter until the Scheduled Firm capacity
operation Date, Seller shall submit to SDG4E a complete
and accurate Quarterly Status Report in the form attached
as Exhibit D. The Quarterly status Report shall describe
the progress of project development and shall include
without limitation (a) the current status of and schedule
for project development; (b) Seller's progress since the
last submitted Quarterly Status Report: and (c) an expla-
nation of any changes to the project development schedule
since Seller's last submitted Quarterly Status Report.
1f, in SDGLE's judgment, the scheduled déevelopment of the
Generating Facility places seller in jeopardy of missing
a project development milestone under this Section 5,
seller shall, upon request, provide a summary of the

steps which Seller has taken and proposes to take to én-

sure timely Reliable operation of the Generating Facili

ty.
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5.2.2 If Seller fails to provide a Quarter-

1y Status Report in a timely manner or>1f Seller fails to

submit a complete and accurate Quarterly Status Report,
SDG4E will so notify Seller and Seller shall promptly
provide a complete and accurate Quarterly Status Report.
I1f seller fails to provide two consecutive Quarterly Sta-
tus Reports as provided in Section 5.2.1, SDG&E shall no-
tify Seller in writing that Seller has failed to complete
this project development nilestone. Unless Seller pro-
vides SDG&E with a complete and accurate Quarterly Status
Report within thirty (30) calendar days after sellér reé-
ceives such notice from SDG&E, the provisions of Séction

5.1.2 shall apply.
5.3 Maintain site control

5.3.1 Sellér warrants that it will sécure,
and provide evidence to SDGLE that it possesses, Site
control of the site described in section 2.1.3 and Exhib-
{t A before March 31, 1990 and that Seller shall maintain
continuous Site Control for the term of this Agreement.
If SDG&LE does not receive evidence sufficient to clearly
démonstrate that Selléer possesses site Control consistént
with Section 5.3.2 prior to said date, this Agreement
shall terminate and the provisions of Sections 4.2.2 and
5.1.2 shall apply. Seller shall not have additional time
to cure this default.

5.3.2 Site control shall consist of the

following, or other form of Site control acceptable to

SDG4E!
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The ownership of the location of Generating Fa-

cility specified in Section 2.1.3:

The leasehold interest in the location speci-

gied in Section 2.1.3 which leasehold interest.

shall specifically include the right to con-
struct and operate the Generating Facility at
such location:

Seller's exclusive and irrevocable contractual

right to construct and operate the Generating

Facility at the location specified in Section

2.1.33 or

seller's exclusive and irrevocable option to

obtain any of the rights described in Section

5.3.2 {a) through (c) above. This alternative

shall only constitute site Control prior to the

comméncemént of construction of the Generating

Facility.

5.3.3 seller shall provide SDGSE with
prompt notice of any change in the status of fts site
control. If, at any time, SDGLE has reason to believe
that Seller has lost Site control, SDGLE may request from
seller evidencé that seller continues to posséss Site
control. If seller fails to provide such evidence within
thirty (30) calendar days after Seller receives SDG&E's
request, the provisions of section 5.1.2 shall apply.

5.3.4 Wheére the term of Seller's Site Con-
trol does not extend for the full term of this Agreéement,

Seller shall advise SDGSE of the date sSite control is
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scheduled to expire. Seller shall provide to SDG&E, no

later than the date Seller's Site control is scheduled to
expire, evidence that Seller’s Site Control has been re-
newed or extended. If Seller fails to provide such evi-
dence, SDGA4E shall notify Seller in writing that Seller
is not in compliance with this Section 5.3.4. Unless
Seller provides SDG&E with evidence that Site Control has
been renewed or extended within thirty (30) calendar days
after SDG&E's notification, the provisions of section
5.1.2 shall apply.

5.3.5 This Agreement is project and site
specific; however, with SDGLE's prior consent, Seller may
pe permitted to adjust the location of the Generating Fa-
cility within the proximity of the site specified in Sec-
tion 2.1.3 if necessary tor project deveélopment.

5.4 Provide information for and pay costs of Pre-

liminary Interconnection/Operatinq study

S.4.1 To the extent that seller will be in-
terconnected with the electrical system of Arizona Public
service Company ("APS") and APS will deliver Seller's
generation to the Morth Gila substation, this milestone
is complete. otherwise not later than three (3) months
after the effective date of this Agreement or such other
date as the Parties may agree, seller shall provide SDG&E
with the information necessary for SDGLE to perform a
preliminary Interconnection/Operating study. The Parties
shall cooperate to ensuré'that Seller provided SDG&E with

sufficient information no later than said date.
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5.4.2 seller shall pay any cost associated

with the Preliminary Interconnection/oberating Study by
the date specified in Section 5.4.1 or within thirty (30)
calendar days of billing by SDGLE, whichever is later.
5.4.3 Excépt for Generating Facilities lo-
cated out of SDG&E's Service Area, priority for transmis-
sion capacity on the SDG&E system shall be established on
the date Seller has completed the requirements specified

in Section 5.4.1 and 5.4.2.
5.4.4 The results of the Preliminary Inter-

connection/Operating Study are for information purposes
only, except that in the event the date determined for
providing information for and paying the cost of theé De-
tailed Intérconnection/Operating study pursuant to Sec-
tion 5.5 is earlier than the date specified in Section
2.4.3, then such earlier date shall establish theé mile-

stone date for this project development milestone pursu-

ant to section 5.7.1.
5.4.5 SDG&E may, at its discretion, waive

the requirements of this gsection 5.4 Lf SDGLE deems that
a Preliminary Interconnéction/oOpéerating study is unnéces-
sary.

5.4.6 If Seller fails to either (a) provide
the information necessary for SDGLE to conduct the Pre-
liminary Interconnection/Operating study or (b) pay the
costs of such study by the date required, SDG&E shall no-

tify Seller in writing that Seller has not completed this

project development pilestone. If Seller fails to
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+

i provide such information or pay such costs, as the case

‘ ‘ may be, within thirty (30) calendar days after SDGEE's

notification, the provisions of Section 5.1.2 shall ap-
ply.

5.5 (For out-of-service area Generating Facilities
only). Provide evidence that Seller has obtained accept-
able transmission rights for delivery of Energy and Firm
capacity from the Genérating Facility to the point Of De-
livery.

5.5.1 Not later than six (6) months from
the date of execution of this Agreement, Seller shall
provide to SDG&E satisfactory evidence that sSeller has
obtained rights for firm transmission service from the
Generating Facility to the point of Delivery.

5.5.2 Such firm transmission rights must be
acceptable to SDG&E in its sole discretion, so as to al-
low for the proper and safe delivery of power from the
Generating Facility to SDG&E consistent with tﬁe obliga-
tions of Seller to provide SDGSE with Firm capacity under
this Agreement. SDG&E'S right to approve the firm trans-
mission rights hereunder shall not entitle it to require
terms or conditions morée purdensome than those normally
contained in the standard practices in the utility indus-
try with respect to {nterutility firm capacity transac-
tions.

5.5.3 Such firm transmission rights must
ce no later than Initial Operation and must remain

commen
{n effect for the remaining term of this Agreement.
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5.5.4 If Seller fails to obtain transmis-

sion rights acceptable to SDGLE by the date specified in
section 5.5.1, SDG&E shall notify Seller in writing that
Seller has not completed this project development mile-~
stone. If Seller fails to provide SDG4E with evidence
that acceptable transmission rights haveé been secured
within thirty (30) caléndar days after SDG&E's notifica-
tion: the provisions of section 5.1.2 shall apply.

5.6 (For out-of-service area Generating Facilities
only). Provide information and pay cost for SDGLE to
conduct a Line Loss/Transnission Impact Study.

5.6.1 To the extent that Seller will be in-
terconnected with the electrical system of Arizona Public
service company ("APS") and APS will deéliver séller's
generation to the North Gila substation, this miléstone
{s completé. Othervise not later than the date specified
in Section 2.4.4 for conducting the Detailed Interconnéc-
tion/Operating Study, Seller shall provide to SDG&E all
information necessary for SDGLE to perform a Line Loss
and Transmission Impact study. The Parties shall cooper-
ate to ensure that Seller provides SDG&E with sufficient

information no later than said date.

5.6,2 seller shall pay any costs assoclated

the Line Loss and Transmission Impact Study by the date

specified in Section 5.6.1 or within thirty (30) calendar

days of billing by SDGLE, whichever is later.

5.6.3 Priority for transmission capacity on

the SDGLE system shall be established on the date séller
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completes the requirements specified in Sections 5.6.1

and 5.6.2. (not applicable to out-of-service area Gener-
ating Facilities).

5.6.4 SDGLE shall conmplete the Line Loss/
Transmission Impact Study within thirty (30) days after
Seller has requested, paid for and provided all informa-
tion necessary for SDG&E to conduct such study. The Line
Loss and Transmission Impact study shall, among other
items, identify any line losses associated with delivery
of Energy and Firm capacity from the Point of Delivery to
the Designated Point of Interconnection, as well as iden-
tify any impacts of operation of the Generation Facility
on SDG&E's intertie transmission system including those
which would restrict SDG&E's ability to economically ac-
cept power along the designating intertie path.

5.6.5 The results of theé Line Loss/Trans-
mission Impact Study pertaining to rates for transmission
losses are for informational purposes only. Actual rates
tor losses from the Point of pelivery to the Designated
point of Interconnection shall be SDGLE's FERC filed
rates, subject to changeé from time to timé and filing

with the appropriate Regulatory Agencles.

5.6.6 If Seller fails either (a) to provide

the information necessary for SDGLE to perform the Line
Loss/Transmission Impact Study or (b) to timely pay the
costs assocliated with the Line Loss/Transmission Impact
study, SDG&E shall notify Seller in writing that seller

has not completed this project development milestone. If
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seller fails to provide such information or pay such
costs, as the case may be, within thirty (30) calendar
days after SDG&LE's notification, the provisions of Sec-

tion 5.1.2 shall apply.

5.7 provide information for and pay costs of

Detailed Interconnection/Opérating Study

5.7.1 Not later than the date specified in
section 2.4.4, or such earlier date as may be determined
by the Preliminary Interconnection/Operating Study, Sell-
er shall provide SDG&E with all information necessary for
SDG4E to perform a Detailed Intérconnection/Operating

study. The Parties shall cooperate to ensure that seller

provides SDGAE with sufficient information no later than

said date.
5.7.2 seller shall pay any costs assocliated

with the Detailed Interconnection/Operating Study by the
date specified in section 5.7.1 or within thigty (30)
calendar days of billing by SDGGE, whichever is later.
5.7:3 Subject to Section 5.6. If priority
for transmission capacity on the SDGLE system has not
been previously established in section 5.4, such priority
shall be established on the date Seller completes the re-

quirements specified in section 5.7.1 and 5.7.2.
5.7.4 I1f Seller fails either (a) to provide

the information necessary for SDGEE to perforn the De-
tailed Interconnection/Operatinq study or (b) to timely
pay the costs associated with the petailed Interconnec-

tion/Operating study, SDGSLE shall notify Seller in
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writing that Seller has not corpleted this project devel-
opment milestone. If Seller fails to provide such infor-
mation or pay such costs, as the case may be, within
thirty (30) calendar days after SDGS&E's notification, the
provisions of Section 5.1.2 shall apply.

5.8 commence construction of the Generating

Facility

5.8.1 seller shall comménce construction of
the Generating Facility and shall provide to SDGLE writ-
ten notice that construction has commenced not later than
the date specified in Section 2.4.5. Construction of the
Genérating Facility shall be deemed to have commenced in
accordancé with Section 5.8.2. If Seller fails to com-
mencé construction or fails to provide SDG&E written no-
tice that construction has commenced by the date speci-
fied, SDGLE shall notify Seller in writing that seller
has not completed this Project Development Mileéstone.
Unless Seller commenceés construction and provides SDGLE
with written notice of commencenment of construction with-
in thirty (30) calendar days after SDGEE's notification,
the provisions of section 5.1.2 shall apply.

5.8.2 commencement of construction shall be
defined as the date on which seller initiates continuous
work to install major Generating Facility components such
as penstocks, diversion works, production welis and steanm
gathering systems, or the placement of concrete founda-
tions for structures and equipment at the location of The

Generating Facility specified in Section 2.1.3.
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5.9 Establish Reliable Operation of the Gen-

erating Facility
5.9.1 Seller nust establish Reliable Opera-

tion of thée Generating Facility by the Scheduled Firm Ca-
pacity operation Date, specified in Section 2.1.5, sub-
ject to the provisions of Section 5.9.2.

5.9.2 If Seller does not establish Reliable
Ooperation of the Generating Facility by the Scheduled
Firm Capacity Operation Date specified in Section 2.1.5,
Seller shall have until the date specified in Section
2.4.6 to éstablish Reliable Ooperation, subject to the

following provisions.

(a) Seller shall submpit to SDG&E an updated Status
Reéport for the Generating Facility, in the form
as described in Section 5.2 within 10 days af-
ter the Scheduled Firm Capacity Operation Date.
Seller shall submit an updated réport every 30
days thereafter until Seller establishes Reli-
able Operation of the Generating Facility.
seller shall include in each report: (i) an
update of the current status of and schedule
for project development and (i1) a summary of
the steps which Seller has taken and proposes
to take to ensure that it will be able to es-
tablish Reliable Operation of the Genérating
Facility by the date required in this Section
5.9.2. In addition, Seller shall include in
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the initial report an explanation of why Reli-

able Operation did not occur by the Scheduled
Firm Capacity Operation Date.

The price for Firm capacity shall be that price
seller would have received undar-this Agree-~
ment, had Seller established Reliablé Operation
as of thé Scheduled Firm Capacity Operation
pate, according to the options selection in
Sections 9.3 and 9.4.

The date specified in Section 2.4.6 shall be
delayed one additional day for each day after
June 30, 1990 elapsing until the CPUC approves
this Agreement consistent with section 28. In
no event shall the date in Section 2.4.6 be de-
layed beyond June 1, 1995.

5.9.3, The provisions of section 5.1.2 shall

apply if seller fails tot

(a) provide Status Reports in a timely manner or to
submit‘compléte and accurate Quarterly Status
Reports as prescribed in section 5.9.2 or;
establish Reliable Operation of the Geénerating
Facility within the time required by Sections
5.9.1 and 5.9.2.

6. EFFECTIVE DATE AND TERM

6.1 This Agreement shall be binding upon exe-

cution and shall remain in effect for the number of years

specified in Section 2.1.6 from the later of the
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1! Scheduled Firm ¢capacity Operation Date or the Firn Capac-

_ ity Availabllity Date.
‘ . 6.2 This Agreement shall terninate if Reli-

able operation does not occur on or before the date spec-

$fied in Section 2.4.6.
7. PURCHASE OF ENERGY

eURLVIARSY o s

7.1 payment of Energy shall be based on time
of dslivery. The tice pariods currently in effect are

shown in Exhibit B and may be revised fron time to tize.

7.2 Beginning with gnitial operation and con-
tinuing for the term of this Agreément, Seller shall sell
and deliver and SDGLE shall purchaseé and Accept, Energy
producéd from the Génerating Facility up to the Nameplaté
rating specified in section 2.1.1, according to SDG4E'Ss
Enérgy Payment Schedule as updated from tize-to-time. For
out-of-service area Generating Facilities all energy pur-
chased shall be adjustad to reflect losses fronm the Point
of Dalivery to the Cesignated PoOint of Interconnection
and losses incurred in delivéring energy to the point of
Delivery. Additionally, Seller shall receive no line
loss adjustments or credits for line losseés deéned avoid-
ed by on-systen Generating Facillities.

8. ‘METHOD OF PURCHASE AND SALE

—

8.1 All Energy delivered to SDG4E at the Point

/f
//
//
//
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of Delivery and registered by the Meters located thereat
shall be provided according to the option described below
and selected in Section 2.3.

8.1.1 simultaneous Purchase and Sale!
Seller shall sell and deliver to SDG&E the total Generat-
ing Facility output, minus Station Load, to the Point of
pelivery. Seller shall purchase from SDG&E all energy
used by Seller for its own consumption.

8.1.2 Sale of Surplus Energy:
Seller shall sell and deliver to SDG&LE at the Point of
Delivery any Surplus Energy generated by the Generating
Facility. Seller shall purchase from SDG&E any addition-
al energy required for Seller's own consumption.

8.1.3 Off-Systen Sales: ‘
seller shall ‘sell to SDG&E at the Point of Delivery Ener-
gy delivered from the Generating Facility less any losses
associated with such delivery of power fronm the Genérat-
ing Facility to the Point of Delivery and from the Point
of Delivery to the Designated point of Interconnection.

8,2 All Energy delivered to SDG&E by Seller
shall be metered according to time-of-use metering at
Seller's expense.

8,3 Seller (except an out-of-sérvice area
seller) shall have the ability to convert between the op-
tions specified in section 8.1 provided that the Seller
gives SDGLE a pinimum of sixty (60) days advance written
notice prior to the desired date of such conversion.

Seller may not convert more than once in any 12 month
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period. Any and all costs incurred by SDGLE as a result
of any such conversion shall be paid by the Seller within
thirty (30) days of receipt of notice from SDG&E of the
amount of such costs. 1In addition, the cost of SDG4E Fa-
cilities and Line Extension Facilities upon which the
monthly O&M charge is based shall be adjusted to reflect
the costs of such conversion. SODGSE shall not be re-
quired to remove or reserve capacity of the Interconnec-
tion Facilities or Line Extension Facilities made idle by
Seller's energy sale conversion except as provided in
SDGLE'S Electric Department Rule 21 and may use such fa-
cilities at any time to sérve other customers or to in-
terconnéct with other électric power sources as provided
in SDG&E's Electric Department Rule 21.

8.4 It the option described in Section 8.3 is
exercised, then termination provision (as deéscribed in

Section 17) shall apply to the amount by which the Firm

capacity is reduced as a result of such conversion.

8.5 SDGLE shall process a request by Seller to
convert between the Options specified in Section 8.1 and
institute any changes made necéssary by such request as
expeditiously as possible given SDGLE's other resource
commitments. The conversion shall be effective on the
date SDGLE notifies Seller that all changes necessary to
accommodate such conversion have been completed.

9. PURCHASE OF CAPACITY

9.1 payment for capacity shall be based on
time of delivery. The time perlods currently in eéffect
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are shown in Exhibit B and may be revised from time to

time.

9.2 Beginning on Initial Operation and con-
tinuing until the Scheduled Firm capacity Operation Date
or the Firm Capacity Availability Date of the Generating
Facility, whichever occurs later subject to the provi-
sions of this Agréement, Seller shall sell and deliver
and SDGEE shall purchase and accept, as available capaci-
ty produced from the Geneérating Facility up to the Name-
plate Rating of the Generating Facility specified in Sec-
tion 2.1.1, according to SDGSE's As Available capacity
Payment Schedule as updated from time to time.

9.2.1 For an out-of-area Generating Facili-

ty, capacity payments to Seller shall be adjusted to re-

flect additional losseés from the Geneérating Facility to

the Point of Delivery and from the Point of Delivery to

the Designated Point of Intérconnection. Additionally,

seller shall receive no liné loss adjustments or credits
for any line losses deemed avoided by on-system Generat-
ing Facilities.

9.3 Beginning on the Scheduled Firm Capacity Opera-
tion Date or the Firm capacity Availability Date of the
Generating Facility, whichever occurs latér subject to
the provisions of this Agreément, and continuing for the
remaining term of this Agreement, Seller shall provide
and SDGLE shall purchase Firm capacity from the Generat-
ing Facility to the SDGLE system at the Point of Delivery

in an amount and for a period as specified in Sections
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2,2.1 and 2.1,6 respectively, according to one of the
following options as selected in Section 2.2.2:
option 1 - Dispatchable
option 2 - Actually Delivered

9.4 SDGLE shall purchase Firm Capacity based upon
one of the following options as selected by Seller in
Section 2.2.3!

Option 1: The Capacity Payment Schedule for Firm
capacity Qualifying Facilities in effect
at the time of execution of this Agreenment
attached as Exhibit C; and

option 2: The Capacity Payment Schedule for Firm
capacity Qualifying Facilities in effect
as of the Scheduled Firm capacity Opera-
tion Date of the Generating Facility.

9.5 If Selleér has electéd to provide SDGLE Firm Cca-
pacity according to the Dispatchable Option (option 1},
payments for Firm Capacity under this Agreeément shall be
calculated as follows:

The monthly payment for Firm capacity will be
one-twelfth of the product of the Firm Capacity Price

(CP) taken from the Firm Capacity Payment schedule in ef-

fect at the time of execution, multiplied by the Firm Ca-
pacity (FC) and the Capacity Bonus Factor (CBF) . Hours

of curtailment and energy deliveries during curtailments
shall be specifically excluded from the capacity calcula-

tions.
cp Firm Capacity Price
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Firm Capacity (for out-of-service

area Generating Facilities, minus any ad-
justments for line losses from the Point
of Delivery to the Deésignated Point of
Interconnection)

CBF capacity Bonus Factor (see 9.7)

($) (1/12) CP x FC x CPBF

9.6 If Sellér has elected to provide SDGS4E
with the Firm capacity according to the Actually peliv-
ered option (oOption 2), payments for Firm Capacity under
this Agreement shall be calculated as follows:

The monthly payment for Firm capacity will be the
product of the period Price Factor (PPF), the Monthly Pe-
livered Capacity (MDC) and the capacity Bonus Factor
(CBF), plus any allowablé paymeént for outages due to
scheduled maintenance.

($) = PPF X MDC x CBF

The PPF is deteérmined by pultiplying the Firm Capac-
ity Price, taken from the Firm capacity Payment Schedule
in effect on the date of execution, by the following Al-

location Factor (AF):
AF(yr/month) x Firm Capacity price($/kw-yr)=PPF({$/kw-mo)

Summer 0.,13801 X

Winter 0.04428 X
AF = The factor that allocates the Firm Capacity

Price between summer and winter months. These
factors may be changed upon one year notice

from SDG&E.
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The MDC is deéetermined as follows:

. i (1) Determine the Performance Factor (P), which is de-

fined as follows:!

A {(1-L) (P is léss than or equal to 1)

C ¥ (B-S) % E

Total kilowatt-hours delivered during all
on-peak and semi-peéak hours during the month
excluding any Energy associated with

generation levels greater than the Firm

capacity.

(for an out-of-service area seller) The
losses, expressed as a decimal fraction,
associated with delivery of capacity purchased
by SDG&E from the point of Delivery to the
pesignated Point of Interconnéction as

specified in the section 2.1.2.

Firm Capacity.

Total on-peak and semi-peak hours during the

month.

Total on-peak and semi-peak hours during the
month the Generating Facility is out of

service on scheduled maintenance.
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£ = 0.8 to reflect a 20% allowance for forced out-

a-qe.

Determine the Monthly Capacity Factor (MCF), which

is computed using the tollowing expression:

MCF = P x (1.0 - M)
, D

The number of hours during the month the
Generating Facility is out of service on
scheduled mainteénance.

The number of hours in the month.

petermine thée MDC by multiplying the MCF by C¢

MDC (kilowatts) = MCF x C

The monthly payment for Firm Capacity is then deter-

mined by multiplying the proper PPF determinéd above

by MDC and CBF.

($) = PPF X MDC ¥ CBF
CBF = Capacity Bonus Factor (see Section 9.7)

9.6.1 Furthermore, the payment for a nonth
in which thére is an outage for scheduled maintenance
shall also include an amount equal to the product of the
average hourly capacity payment and the number of hours
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of outage for scheduled maintenance in the month
calculated according to the following formula:

payment = (s) XS

B -5
where ($) is the monthly payment from the
second paragraph of Section 9.6, line 6 and B
and S are from paragraph %.6(1).

9.7 Capacity Bonus Factor

A Seller who actually delivers Firm capacity during
the on-peak hours of the peak months at a Capacity Factor

of 85%, as defined by the CPUC, is entitled to an incen-

tive payment. The capacity Bonus Factor (CBF) will be

calculated as follows:
CBF = ED (1 - L) (CBF is greater

Cc %X (PP ~ SP) % .85 than or equal
to 1)
ED = Energy delivered during on-peakX hours of

the peak months.

I, = (for an out-of-service area Seller) The
losses, expressed as a decimal fraction,
associated with delivery of capacity
purchased by SDG4E, from the Point of
pelivery to the Designated point of

Interconnection as specified in Section

2.1.2.

¢ = Firm Capacity
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on-peéak hours in the peak months

Total on-peak hours during the peak months
that the Generating Facility is out of
service on Scheduled Maintenance.
conditions
(1) Agreemeént must be in effect and Generating Facility
nmust be operable for all of the peak months in order
that CBF be calculated.
The CBF for the period October 1 to Septeéember 30
will be determined by the Generating Faclility's per--
formanceé in the precéeding peak months.
CBF will be équal to 1.0 until Seller's peak months
data is available.
puring probationary periods CBF will be limited to
1.0.
Hours of cﬁrtailment and energy deliveries during
curtailments shall be specifically excluded from the
capacity calculations.

9.8 Minimum Performance Réquirements:

To receive capacity payments, the Generating Facili-
ty nust meet the following requirements:

9.8.1 The amount of Firm Capacity shall be
dfspatchable by SDGEE throughout the year (option 1) or
actually delivered to SDGLE for all of the on-peak hours
of the peak months (option 2). These months areé current-
ly defined as the months of June, July, August and Sep-

témber, and may be changed upon one year notice by SDGS&E.
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All Energy genérated by the Generating Facility at levels

greater than the amount of Firm Capacity will be specifi-
cally excluded from the Firm Capacity payment calcula-
tions. Hours of curtailment and energy deliveries during

curtailments shall be specifically excluded from the ca-

pacity calculations,

9.8.2 I1f Seller chooses Option 1, the Firm
capacity shall be dispatchable by SDG&E throughout the
year, subject to a maximum 20 pércent monthly allowance
tor Forced Outages and scheduled maintenance, and alse
subject to an allowancé for up to 45 days for a major
overhaul. Except during the péak months on the SDGSE
system, Seller may accumulate and apply thé 20 percent
allowance for Forced Outages for any consecutive three
(3) month period. pispatchable means that the Génerating
Facility is operable and {s capable of delivering capaci-
ty, and, when called upon, must deliver at 1e$st the
amount of capacity requested by SDGLE up to the full
amount of Firm Capacity. curtailment rights are as de-
fined elsewhere in this Agreement.

9.8.3 If Seller choosés Option 2, the Firm
capacity must actually be delivered to SDG4E for all the
on-peak hours of all the peak months, excluding scheduled
naintenance and subject to a 20 percent monthly allowance

for Forced Outages.

9.9 Failure to meet minimum performance require-

mentsi
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If Seller fails to méet the minimum performance re-

quirements, on a monthly basis, then the Seller will be
placed on a probationary period not to exceed 15 months,
and will be subject to the following!

9.9.1 Under Option 1 (Dispatchable):

During the probationary period, the Seller will con-
tinue to receive capacity payments for the amount of
dispatchablé capacity available during said period. Dur-
ing the probationary period, the Seller's monthly payment
for capacity shall be determined by substituting for the
Firm Capacity, the capacity at which seller would have
met the minimum performance requirements. 1In any month
during the probationary period that Seller does not meet
the minimum performance requirements at whatéver capacity
was determined for the previous month, Seller's monthly
payment for capacity shall be determined by substituting
the capacity at which seller would haveé mét thé minimum
performancée requirements. If after the expiration of
this period, the Seller has not demonstrated an ability
to provide its amount of Firm Capacity to SDG4E, that ca-
pacity shall be derated and subsequent monthly payments
limited to the new amount of capacity. The anount by
which the Seller's capacity is reduced shall be subject

to Section 17 of the Agreement.
9.9.2 Under Option 2 Actually Delivered:

puring the probationary period, the Seller shall
earn capacity payments for the amount of capacity actual-

1y delivered. It the Seller fails to deliver the full

-43-




7. 90-03-

ATTACHMENT 2

contract capacity during each of the following year's
peak months, the amount of Firm Capacity shall be derated
to the greater of the Firm Capacity actually delivered
when the minimum requirements are not met, or the amount
of Firm Capacity which would be reasonably likely to be
met. Theé amount by which theé Firm Capacity is reduced
shall be subject to Section 17 of thé Agreement.

9.9.3 Hours of curtailment and energy de-
liveries during curtailments shall be specifically ex-
cluded from the capacity calculations.

9,10 Scheduled Mainténance!

Scheduled Maintenance for thée Genérating Facility shall

be allowed according to the following conditions:

9.10.1 Outage periods for scheduled mainte-
nance shall not exceed 840 hours (35 days) in any 12

nonth period. ‘
9.10.2 Sellér may accumulateé unused sched-

uled maintenance hours on a year-to-yéar basis up to a
maximum of 1,080 hours (45 days). This accrued time must

be used consecutively and only for major overhauls.

9.10.3 Major overhauls shall not bé sched-
uled during the peak months and shall be limited to once

every thrée years.
9,10.4 scheduled maintenance shall not ex-

ceed 30 peak hours during the peak months.
$.10.5 Seller shall notify SDG&E 24 hours

prior to a scheduled outage of less than one day, one

week prior to a scheduled outage of one day or more
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(except for major overhauls), and six months prior to a
major overhaul during periods acceptable to both parties.
Agreed upon dates shall not be changed without formal
written notice to SDG&E in accordance with Section 2.6 of
this Agreement. )

9,10.6 Capacity payments will continue dur-
ing allowed outages for scheduled mainteéenance.

6.11 Adjustment to Firm Capacity!:

Firm capacity as specified in Section 2.2.1 may be ad-

justed only under the following conditions!

9.11.1 Seller may increase the amount of
Firm Capacity with the approval of SDG&E and receive pay-
ment for the additional capacity thereafter. A new over-
all capacity price will be established based on the orig-
inal capacity price for the original Firm Capacity and
the applicable capacity price for the rémaining term of
this agreement published by SDG&LE at the time the in-
crease is first delivered to SDG&E. This new overall ca-
pacity price will be prorated in proportion to the origi-
nal Flrm capacity and the increase in Firm capacity.

9.11.2 Either Party may request, when it
reasonably appears that the capacity of the Generating
Facility may have changed for any reason, that a new'Firm
Capacity be determined., If a decrease occurs that de-
crease will be subject to section 17 of the Agreement.

10. SELLER'S GENERAL OBLIGATIONS

Seller shall:
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10.1 Design, own, construct, operate and main-

tain the Generating Facility provided that SDG&4E shall
have the right to require pmodifications to such design as
provided in section 11.2.

10.2 Operate and maintain the Generatinq Facil-
ity in accordance with prudeént electrical practices. If
a condition is created by Seller which may unreasonably
interfere with the reliability or safety of operation of
the Generating Facility or the SDG&E system, the Seller
shall correct or eliminate such condition with reasonable
diligence.

10.3 Notify SDG&E!: (a) by January 1, May 1 and
September 1 of each year, of the éstimated scheduled
maintenance and estimated daily Energy and Firm capacity
for the succeeding four months and (b) by Septeémber 1 of
each year, of the estimated scheduled maintenance and es-
timated daily Energy and Firm capacity for the following
year.

10.4 If an in-service area Generating Facili-
ty, place its main disconnéct switch under the control of
both SDGLE and Seller by (a) allowing SDG4E to add its
lock to Seller's lock on the switch door, (b) allowing
SDGLE to stencil its markings on the switch door and (c)
allowing SDG&E 24-hour access to the switch. Switch op-
eration shall be reserved exclusively for SDGLE and Sell-
er personnel, and each party will be able to lock out the

switch. Switch maintenance shall be performed by Sell-

er's personnel.
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10.5 providé SDG&E by means of a separate,

written instrument, any rights-of-way and access required
for construction, operation, maintenance, inspection and
testing of Interconnection Facilities and testing, read-
ing of Meters and operating of Seller’s main disconnect
switch. _

10.6 Maintain proper daily Generating Facility
operating records, fncluding, but not limited to fuel
consumption, ccgeneration fuel efficiency, kilowatts,
xilovars and kilowatt-hours generated and mainteénance
performed, and nake such récords as are reasonably needed
by SDG4E to implement this Agreement available to SDG&E
during normal busineéss hours.upon request.

10.7 provide to SDG&E Generating Facility eélec-
trical design and Interconnection Facilities design draw-
ings for its review prior to finalizing Generating Facil-
ity design and before béginning construction work baséd
on such drawings. SDG&E may require modification of such
design as provided in section 11.2.

10.8 provide to SDGLE reasonable advance writ-
ten notice of any changes in the Generating Facility or
Interconnection Facilities and provide to SDG4E design
drawings of any such changes for its review and approval
as provided in Section 11.2.

10.9 1t an in-service area Generating Facili-
ty, test its Intérconnection Facilities at least every 12

months, by qualified personnel, notify SDG&E at least 72
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hours in advance of such tests and permit SDG4E to have a
representative present at such tests.

10.10 If an in-service area Generating Facili-
ty, design and operate the Generating Facility to limit
the adverse effects of reactive power flow on the utility
system. Seller shall operate the Generating Facility in
a manner to satisfy the reactive power requirement of
Seller's load within the limit of the Generating Facili-
ty's capability as set forth in SDG&E's Electric Depart-
ment Rule 21.

10.11 Notify SDGLE of Initial operation at least
forty-five (45) days prior to such date. SODG&E shall in-
spect theé interconnection Facilities within thirty (30)
days of receipt of such notice. If SDG4E concludés in
good faith that the Interconnection Faciliities are for
any reéason unacceptable, SDG&E will notify Seller in
writing within five (5) days of completion of the inspec-
tion, stating the reasons for its determination. Seller
shall correct any deficiencies noted by SDG4LE and shall
providé SDG&E with the further right to inspéct in accor-
dance with thé guidelines set forth above.

10.12 Notify SDGS&E at least fourteen (14) calen-
dar days prior to: (a) the fnitial energizing of the
point of Interconnection: (b) the initial operation of
each of Seller's generators; and (c) the initial testing
of Seller's protective apparatus. SDGLE shall have the

right to have a représentative present at such times.
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10.13 Reimburse SDG&E for the cost of acquiring
any property rights which are determined by SDG&4E to be
required pursuant to this Agreement.

10.14 Be liable to SDGLE for any loss of what-
ever kind which SDG&E incurs as a result of (a) Seller's
failuré to obtain or maintain any necessary permit or ap-
proval, including conpletion of required environmental
studies, nécessary for the construction, operation and
maintenance of the Generating Facilities, and (b) Sell-
er's failure to comply with necessary permits and approv-
als or with any applicable lav.

10.15 As of Initial operation and throughout the
term of this Agreement, maintain and operate the Genérat-
ing Facility to assure that the Generating Facility meets
the requirements of a Qualifying Facility established as
of the date of execution of this Agreemént. Seller war-
rants that the Generating Facility will meet the require-
ments of a Qualifying Facility as defined herein from
initial operation throughout the term of this Agreement.

10.16 Comply with the requirements of and de-
sign the Generating Facility consistently with SDGLE
Electric Department Rule 21, to the extent thatlzg clear
by the context of a particular provision of Rule 21 that
such provision should apply to off-system Generating Fa-
cilities, provided, however that the charge for operation
and maintenance of Line Extension and Interconnection Fa-
cilities specified in Rule 21 is subject to revision from

time-to-time as authorized by the CPUC.
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11. SDG4E'S GENERAL OBLIGATIONS

SDG&E shall:
11.1 operate and maintain its electrical facil-

jties in accordance with applicable generally accepted
practices in thé electric utility industry.

11.2 Have the right to review all Generating
Facilities and Interconnection Facilities specifications
and designs submitted by séller. SDG&E may require nodi-
fications to such specifications and designs as it deems
necessary to allow SDGLE to operate its system safely and
reliably. SDG&E shall notify Seller in writing of the
results of the review of the specifications and designs
submitted by Seller, within thirty (30) days of receipt
of such specifications and designs by SDG&E. SDG&E shall
include in its notification to seller any flaws or design
errors, perceived by the utility in its review of the ma-
terial submitted by the seller. SDGGE's review of Sell-
er's specifications and designs shall not be construed as
confirming or endorsing the design or as any warranty of
safety, durability or reliability of the Generating Fa-
cility or any of the equipnent or the téechnical or eco-
nomic feasibility of the Generating Facility. SDG&E
shall not, by reason of such review or failure to review,
be résponsible for strength, details of design, adequacy
or capacity of the Generating Facility or equipment, nor

shall SDG&LE's acceptance of such specifications or de-

signs be deemed to be an endorsement of any facility or

equipment. Notwithstanding anything in this Agreement to
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the contrary, SOG&E shall not be liable to Selleéer and
seller shall indemnify and hold SDG&E harmless fron any
claim, cost, loss, damage or 1iability, including attor-
ney's fees and interest, in connection with SDG&E's exer-
cise of its rights under this Section 11.2.

11.3 Makeé SDGALE Facilities' records available
to Seller upon reguest as are needed by Seller to imple-

ment this Agréement.
11.4 Make available to Seller any data filed in

accordance with CPUC Decision No. 83-10-093, Ordering
paragraph 5f, as specifically requested by Seller.

11.5 Make available SDG4E Electric Department
rulées and other existing publications governing intercon-
nection, at Seller's request.

12. INTERCONNECTION FACILITIES

12.1 The Parties shall exécute a séparate In-
terconnection Facilities Agreement. The Interconnéction
Facilities Agreement shall provide.for ownership, con-
struction, operation and maintenance of the Interconnec-
tion Facilities pursuant to SDGEE's Electric Department
Rule 21. For an out-of service area Generating Facility,
SDG4E and Seller shall execute a Three Party Operating
Agreement, in lieu of an Interconnection Facilities
Agreement, covering design, purchase, installation, own-

ership operation and maintenance of Interconnection Fa-

cilities.
12,2 If an in-service area Generating Facili-

ty, SDG&E shall own and shall be solely responsible for
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the design, purchase, installation, operation and mainte-

nance of those Interconnection Facilities necessary to
protect SDGSE's systenm, employees and customers from dam-
age or injury arising out of or connécted with the opera-
tion of the Generating Facility.

12.3 If an in-service area Generating Facili-
ty, SDG&E shall design, own, operate and maintain the
SDGLE Facilities and Line Extension Facilities required
to connect the Generating Facility to SDGLE's electric
systen as set forth in the Interconnection Facilities
Agreement and the Threé Party operating Agreement.

12.4 If an in-service area Generating Facili-
ty, Seller shall beé allocated existing line capacity in
accordance with SDG&E's Eléctric Départment Rule 21.

12.5 The Parties recognize that from time-to
time certain improvements, additions or other changes in
the Interconnection Facilities may be reéequired for the
proper and safe operation of the Generating Facility in
parallel with SDGSE’s system. SDGLE shall have the right
to makeé such changes or require Seller to make such
changes, whichever is appropriate, upon reasonable ad-
vance written notice to seller. seller shall reimburse
SDG&LE for all costs incurred by SDGLE for any additions
or changes in the SDG&E Facilities to the extent required

by SDGSE's Electric Department Rule 21 and the cost of

SDGLE Facilities upon which the OtM charge is based shall

be adjusted to reflect the cost of such changes.
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12.6 If an in-service area Genérating Facili-
ty, Seller shall pay for operation and maintenance of
Line Extension and SDG&LE Facilities in accordance with
SDGLE's Electric Department Rule 21 and Section 14.2 of
this Agreement. Seller shall be solely responsible for
maintaining in good operating condition all Interconnec-
tion Facilities owned by séller. When the Generating Fa-
cility is génerating electrical energy whether or not it
is operating in parallel with SDG&E's systen, all Inter-
connection Facilities shall be in good repair and proper
operating condition.

12.7 For an out-of-service area Seller, Séller
shall be responsible for securing all rights for trans-
mission to the Point of Delivery. Seller shall also be
responsible for securing all interconnection arrangements
with its host utility necessary for the deélivery of power
to the Point of Delivery consistent with Seller's obliga-
tions under this Agreement.

13. CANCELLATION CHARGES

seller shall be responsible for the reimbursement to
SDGLE of any and all cancellation charges incurred as a
result of SDGLE cancelling order(s) for equipment nec-
essary for the interconnection between SDG&E and seller,
provided that said charges be due to Seller's cancell-
ation or modification of the Generating Facility. sSell-
er shall pay SDGLE within thirty (30) days after receipt

of notice for sald charges.
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14. BILLING AND PAYMENT

14.1 SDG&E shall read all Meter(s) monthly ac-
cording to its regular meter reading schedule beginning
no more than thirty (30} days after Initial oOperation.
SDG&E shall mail to Seller not later than thirty (30)
days after the end of each monthly billing period (a) a
Statement showing Enérgy and capacity delivered to SDG&E
during each of the then currently effective Time-of-Use
periods during the monthly billing period, (b) SDG&E'Ss
computation of the amount due Seller, and (c) SDG&E's
check in payment of said amount. I1f within thirty (30)
days of receipt of the Statement Séller does not make a
report in writing to SDGLE of an error, Seller shall be

deemed to have waived any error in SDG&E's Statement,

computation, and payment, and they shall be considered

correct and complete. SDGLE reserves the right to pro-
vide such Statement concurrently with any Bill to Seller
for electric or gas service provided by SDG&E to Seller
in accordance with applicable Rules of Service., For
off-system QFs, the determination of the amount of Energy
and Capacity delivered shall be as specified in the Three
party Operating Agreement.

14.2 Seller shall pay SDGSE (a) the installed
cost of SDGLE Facilitles (to the extent appropriate) and
the installed cost of any Line Extension Facilities, (b)
a monthly payment for specified SDGGE Faclilities, if ap-

propriate, (c) a monthly O&M Charge for Line Extension

Facilities and SDG&E Facilities, and (d) a monthly charge
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to reimburse SDGSE for leased communication facilities
when required by SDG&E for telemetering the Generating
Facility output all in accordance with SDG&E's Electric
pepartment Rule 21 and Interconnection/Three Party Oper-
ating Agreement. Seller shall pay SDG&E for such charges
within fifteen (15) days of the receipt of a bill for any
such charge.

14.3 If either party disputés a Statement, pay-
ment shall be made as if no dispute existed, pending re-
solution of the dispute. If the Statement is determined
to be in error, thé amount determined to be in error
shall be refunded by the Party owing, with monthly inter-
est at a rate equal to that applied to SDG&E's Energy
Ccost Adjustment Clause pursuant to Section 9.(j).f4) of
SDG&E's Electric Department preliminary Statement, or
successor CPUC approved interest rate.

14.4 If either Party disputes a Bill, such dis-
pute shall be résolved in accordancé with SDG&E's appli-
cable Rules of Service.

15. METERING OF ENERGY DELIVERIES

15.1 Metering for electric service to Seller
and for Energy purchases by SDG4E shall be at the Point
of Delivery or as specified in the Three Party Operating
Agreement. Metering will be installed which will measure
and record flows in each direction. All the meters and
equipment used for measuring power delivered to SDGLE
shall be located on the side of the Interconneqtion Fa-

cilities selected by Seller and selected in section 2.5
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or as otherwise specified in the Three Party Operating
Agreement. If Seller selects a metering location on
seller's side of the Interconnection Facilities the power
recorded as delivered to SDGSE shall be adjusted by ap-
plying the transformér loss compensation factor specified
in Section 2.5 to derivé the amount of energy and capaci-
ty deemed delivered. The transformer loss compensation
factor shall be as agreed to by the parties or at Sell-
er's election, shall be calculated based on the measured
value of transformer losses from the transformer to be
used. If Seller chooses this latter option, Sellér shall
pay SDG&E for the cost of determining this measured val-
ue.

15.2 All Méters shall be sealed and the seal
shall be broken only by SPG&E, upon occasions when the
Meters are to be inspected, tested or adjusted.

15.3 SODGLE shall inspect and test all Meters
upon their installation and on its regular festinq sched-
ule. If requested to do so by seller, SDGLE shall in-
spect or test a Meter, but the expensé of such inspection
or test shall be paid by Seller unless thé Meter is found
not to comply with the accuracy specifications found in
SDGLE's Electric Department Rule 18, or any superseding
standard.

15.4 - 1f a Meter is in error, Section B of

SDGSE's Electric Department Rule 18, or any superseding

standard, shall be applied.
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15.5 seller shall report the hourly and daily

Energy recordings to SDG&E pericdically as agreed upon by
the Authorized Representatives. Where the Generating Fa-
cility's rated capacity is greater than 2 Mw, the Gener-
ating Facility‘s output shall be telemetered to SDG4E's
Mission Control Center as specified in SDG&E's Electric
Department Rule 21.

-

16. CONTINUITY OF SERVICE

16.1 SDGLE shall not be obligated to accept or
pay for, and SDGSE may require seller to temporarily cur-
tail, interrupt or reduce deliveries of Energy upon ad-
vance notice to seller, in order for SDG&E to construct,
install, maintain, repair, replace, remove, investigate
or inspect any of its equipment or any part of its sys-
tem, or if SDG4E determines that such curtailnment, inter-
ruption or reduction is necessary because of a Systen
Emergency, forced outageés on the SDGLE system or its in-
terconnected tieblines, operating conditions ¢on its sys-
tem, or compliance with prudent electrical practices,
provided that SDGEE shall not interrupt deliveries pursu-
ant to this this Seéction solély in order to take advan-

tage, or to make purchases, of less expensive energy

elsewhere.
16.2 SDGLE shall not be obligated to accept or

pay for, and may require Seller, with a Qualifying Facil-
fty with Nameplate Rating of one megawatt or greater, to
temporarily curtail, interrupt or reduce deliveries of

Energy during periods of Minimum Load Condition where

-H57=
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13 such purchase results in "negative avoided cost" to SDGAE

ﬂ
. 2 as such term is defined by the CPUC.

3 | 16.3 Notwithstanding any other provision of
this Agreement, if at any time SDGSE determines that ei-
ther (a) the Generating Facility may endanger SDGLE per-
sonnel, or (b) the continued operation of the Ggenerating
Facility may endanger the integrity of SDG&E's électric
system, SDG&E shall have the right upon notice to Seller,
to disconnect the Generating Facility from SDPGLE's sys-
tem. The Generating Facility shall remain disconnected
until such time as SDG4E is satisfied that the condi-
tion(s) referenced in (a) or (b} of this Section 16.3

have been corrécted.

16.4 whénever possible, SDGSE shall giQé Seller

reasonablée advance notice of its intent to refuse to pur-

chase Energy under this Section 16.

16.5 The Parties will coordinate temporary cur-

tailment and interruption or reduction of deliveries of
Energy required for either party to construct, install,
maintain, repair, reéplace, remove, invéstigate or inspect
équipment in its respective électric systenm.

16.6 curtajilment of out-of-service area Gener-

ating Facility
16.6.1 SDGLE may curtail deliveries of Ener-

gy from the Generating Facility , subject to the condi-

tions set forth in this Section.
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16.6.2 For purposes of this Section 16.6,

each day shall be considered to begin at midnight (0001
nrs) and end at midnight (2400 hrs).

16.6.3 In the event an hour of curtailment
scheduled pursuant to this Section 16.6. coincides with
scheduled naintenanceé, such hour shall be counted as
scheduled maintenance for thé purposes of this Agreement.

16.6.4 SDG4LE shall designate the type of
curtailment as either Fléxible Curtailment or Block Cur-
tajlment. SDG&E shall continue to make Firm Capacity
payments for each curtailment hour subject to the provi-
sions of this Section 16.6. At the time SDG&E gives no-
tice of a curtailment period, SDG&E shall also provide a
non-binding estimate of its axpected Alteérnative Energy
Cost during the curtailment period. sSeller shall be pro-
vided a copy of SDGLE's california Power Pool Economy En-
ergy Transactions log fndicating SDG&E's system decremen-
tal value to verify the Alternative Enérgy Cost offers.
This information is confidential to SDGEE and Seller

shall not provide this information to anyone without

SDGLE's written consent.
16.6.5 To schedule a Flexible Curtallment,

SDGLE shall notify Seller, no jater than two (2) hours
prior to the start of the curtailment pericd, of the
hours, duration, and Alternative Energy Cost for the cur-
tailment period. No later than one-half (1/2) hour after
SDG&E notifies Seller of such curtailment period, Seller

shall notify SDGSE of the level at which Seller will
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] operate during the curtailment period. 1If Seller fails

. 2 to provide SDG&E such notice within the tinme required,
.

SDGSLE shall limit Seller's schedule of deliveries during
the curtailment period to the level at which Seller was
delivering to SDG&E at the time notice was due. The
price for Energy delivered and accepted by SDG4E during
these periods shall be as described in Section
16.6.8.(b). Each Flexible Curtailment period shall have
a duration of no less than eight (8) consecutive hours.
16.6.6 The maximum amount of Flexible Cur-
taflment in any calendar year shall be as follows:
Fleéxible Makimum
Contract Curtailment Number of

Years Hours Curtailments

1 through 9 400 125

10 through 15 1400 125

16 thereafter 2200 150

16.6.7 Each year SDG&E shall notify Seller
of SDGLE's intent to schedule a Block Curtailment within
a six month time periocd. When SDG4E better évaluates the
timing of the Block Curtailment, SDG&E shall give seller
not less than three weeks notice of the starting time,
duration, and Alfernative Energy Cost for the Block Cur-
tailméﬁt. No later than seven (7) days after SDG4E noti-
fies Seller of such curtailment period, Seller shall no-
tify SDGLE of the level at which Seller will operate dur-

ing the curtailment pericd. If Seller fails to provide

SDG&E such notice within the time required, SDG&E shall
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linit Seller's schedule of deliveries during the curtail-

ment period to the level at which Seller was delivering
to SDG&E at the time notice was due. The price for Ener-
gy delivered and accepted by SDG&E during these periods
shall be as describéd in Section 16.6.8.(b). The amount
of Block Curtailment in any Contract Year shall not ex-

ceéd oné 400 hour block or two 200 hour blocks.

16.6.8 puring each hour of Flexible or Block
Ccurtailment, paynents shall be made based on the follow-
ing:

a) Firm Capacity payments shall be made in accor-
danceée with Section 16.6.11.

b) Payments for Energy which Seller has opted to
continue to deliver and provided proper notice
of -such election in accordance with Sections
16.6.5 and 16.6.7 shall be purchased by SDG&E
at the Alternative Energy Cost.

In the event that the output of the Géneérating
Facility during any curtailment hour exceeds
the level of scheduled deliveries, pursuant to
sections 16.6.5 and 16.6.7, Seller shall not
be paid by SDGSLE for any Energy in excess of
such scheéduled amount during such curtailment
hour(s).
16.6.9 Nothing in this Section 16.6 is in-
tended to provide Seller the right, either expressed or
implied, to deliver energy to SDG&E in amounts greater

than that designated in Section 2.2.1.
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16.6.10 The maximum Energy price paid under

this Section 16.6 may not exceed the applicable time dif-
ferentiated price for a non-curtailment hour as provided
in Sections 7 and 8.

16.6.11 puring hours of curtailment designat-
ed under this Section 16.6, SDG&E shall continue to make
Firm capacity payments. Undér option 1, hours of cur-
tailment and energy deliveries during curtailments shall
be specifically excluded from the capacity calculations.
Under Option 2, for each curtailment hour, payments shall
be made pursuant to the following: (i) payments to Sell-
er for firm capacity during each on-peak or semi-peak
curtailment hour shall be calculated using Assumed Pro-
duction Factors derived from seller's historical perfor-
mance pursuant to Section 16.6.12, provided, that pay-
ments for firm capacity calculated using the Assumed Pro-
duction Factors shall not éxceed the maximum payments
provided under section 9, (ii) nothing in this Section
16.6 shall be construed to entitle Seller to payments for
Firm capacity prior to the Firm Capacity Availability

pate, (iii) no firm capacity payment adjustments aré ap-

plicable for curtailments during off-peéak and super off-

peak hours since no firm capacity payments are earned

during those periocds.
16.6.12 Assumed Production Factors

a) Subject to the provisions of sections 16.6.4,
16.6.5 and 16.6.6, during periods of curtail-

ment SDG&E shall pay Seller firm capacity
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payments, as appropriate, calculated using As-

sumed Production Factors derived from Seller's
historical performance during the on-peak and
semi-peak time periods during the previous cal-
endar year. The Assumed Production Factors

shall be calculated as follows:

sumnéer kwhp #+ summer kwhsp
C X (summer Hp + Summer Hsp)

summer kwhp
C ¥ summér Hp

Assumed Production Factor for the summer
months for the combined on-peak and

semi-peak periods.

Assumed Production Factor for the

summer on-peak period

Summer Kwhp, summer kwhsp = the respéctive
on-peak and sémi-peak Energy {xwh) purchased by
SDGLE during the previous calendar year's
summer billing pericd excluding any energy

purchased during periods of Curtailment.

Summer Hp, summer Hsp = the respective on-peak
and semi-peak hours during the previous calen-
dar year's sunmmer pilling period excluding
scheduléed maintenance hours and curtailment

hours under Section 16.
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APFw = winter kwhp + winter kwhsp
C x (winter Hp + winter Hsp)

APFW = Assumed Production Factor for the winter
months for the combined on-peak and
semi-peak periods

Hinter kwhp, winter kwhsp = the réspective

on-peak and semi-peak Energy purchaséd by SDGSE

during the previous calendar year's winter

billing period, excluding any Energy purchased

during periods of curtailment.
¢ = Firm Capacity

winter Hp, winter Hsp = the respective on-peak
and semi-peak hours during the previous calen-
dar year's winter billing period excluding
scheduled maintenance and any curtaiiment hours
under Section 16.

puring the first twelve (12) monthly billing
cycles following Initial Operation, tﬁe Assumed
production Factors shall be calculated based on
cumulative available monthly biliing data.
After the first twelve (12) months and until a
full calendar year's billing data is gvailable,
the Assumed Production Factors shall be calcu-
lated using the most recent twelve (12) nonthly
billing cyclés available.

puring any billing month {n which a curtailment
periocd has occurred during the peak or seni-
peak time periocds under section 16.6, Firm
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capacity payments and Bonus payments made by

SDGLE to Seller shall be made as follows:

The formula for calculation of Performance
Factor (P) as defined in section 9.6 shall be

revised as follows!

Aasn(1l-L) P is less than or
C % (B-S) X E equal to 1

where Aasm replaces A

and where:

Aasnm = the sum of the total kilowatt-hours delivered
during all on-peak and semi-peak hours excluding any
kilowatt-hours delivered during hours of curtailzent
and excluding any Energy associated with geénerating
‘Jevels greater than the Firm Capacity, plus the
kilowatt-hours associated with the applicable
Assumed Production Factor for the combined time
period(s) in which curtailment hours(s) occurred.
The kilowatt-hours associated with the Assumed
production Factor shall be calculated by multiplying
the appropriate APF times the Firm Capacity times
the hours in the on-peak and semi-peak hours in
which curtailment was invoked during the monthly
billing cycle.

The formula for calculation of the capacity Bonus
Factor (CBF) as defined in section 9.7 shall be

revised as follows:
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] CBF is grea-
CBF = EDasm (1-L) ter than or
C % (PP-SP) X .85 equal to 1

where EDasm replaces ED
and where!
EDasn = the sum of the Energy delivered during the
on-peak hours of the peak months excluding any
Energy delivered during hours of Curtailment, plus
the kilowatt-hours associated with theée Assumed
production Factor calculated for the on-peak hours
of the summer months. The kxilowatt-hours associated
with the Assumed Production Factor shall be calcu-
lated by multiplying the APFp times the Firm Capaci-
ty times the number of summer on-péak hours in which
curtailment was invoked during the billing cycle.
16.6.13 puring hours of curtailment designed under
this section 16.6, Seller shall have the right to sell such

curtailed energy to a third party. It is Séller's obligation

not to sell the curtailed energy on a ¢irm basis. If Seller
has elected to sell energy to a third party during curtailrment
period, SDG&LE shall have the right to recall such energy for
delivery to SDG&E during such curtailment period upon giving
seller one (1) hour prior notice of its desire to suspend
curtailment. SODG&E will only suspend curtailment if circun-
stances changé the assumptions underlying the scheduling of
the curtailment. Seller shall use its best efforts to recom-

nence deliveries to SDGEE should SDG&E suspend curtailment

prior to the time such curtailment period was scheduled to

end.
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17. DEFAULT AND REMEDIES

17.1 If either Party defaults in the due performance

or observance of any term or condition of this Agreément, said
party shall be in default. Upon the occurrence of any default
and at any time thereafter so long as the same shall be
continuing, the non-defaulting Party may, by notice to the
defaulting Party specifying the nature of such default,
declare this Agreemeént to beé in default., The defaulting Party
nust remedy such default within the time specified in this
Agreenent, or, if no time is specified, within thirty (390)
days after receiving written notice from the non-defaulting
Party. In the event that the defaulting Party fails to cure

its default within such period of time, the non-defaulting

party may at any time thereafter exercise, at its.election,

any rights or remedies {t may have under this Agreement, at
law or in equity to enforce the terns hereof, including, but
not limited to, monetary éanages, fnjunctive relief, specific
performance and termination of this Agreement.

17.2 Nothing in this Agreement is intended to limit
SDGLE's right to demand and seller's obligation to provide
adequate assurance in the circumstances deséribed in the
Uniform Commercial Code. The parties specifically inténd that
such rights and obligations shall exist whether or not the
Uniform Commercial Code otherwise applies.

17.3 " Liquidated Damages:

Seller agrees to pay SDGELE in event of Seller's default, as

tiquidated bamages and not as a penalty, the amount calculated

pursuant to this Section 17. The parties agree that said
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calculations represent a reasonable endeavor to estimate fair
compensation for SDG&E's foreseeable losses associated with
seller's failure to deliver Firm Capacity that might result

trom Seller's default or from a reduction in Firm Capacity

under this Agreement. The amount of Seller's Liquidated

pamages payment shall be reduced by the Project Fee, if any,
paid to SDG&E pursuant to Section 4 of this Agreenmént; provid-
ed, however, if the amount of Seller's Liquidated Damages
payment is less than the Project Fee paid to SDG&E pursuant to
Section 4 of this Agreement, Seller shall not be¢ entitled to a
refund of the Project Fee or any portion thereof., This
Section 17 shall not preclude or limit SDG&4E's entitlement to
monetary damages for losses other than for failure to deliver
Firm Capacity or resulting from other events of seller's
default.

17.4 In the event of default, SDGELE shall bill
Seller for all amounts due under this Agreement including the
amounts calculated in Section 17. selleéer shall pay interest
on all amounts due from the date of notice of default, con-
pounded monthly, at an interest rate equal to the lower of (a)
the maximum rate allowed by law, or (b) one-twelfth of the
most recent month's interest rate on commercial Papér (prime,
three months) published in the Feéderal Reserve statistical
Release, G.13, (or if such publication is no longér being
issued, the closest similar publication}, plus 50 basis points
(See Exhibit E}. Seller shall pay SDG&E within thirty (30)

calendar days of receipt of SDG&E's bill.




ATTACHMENT- 2

17.5 The non-defaulting party shall have the right
to offset any amounts due it from the defaulting party against
any present or future payments it owes to the defaulting party
and may at all times pursue any other remedies available .to
it.

17.6 For purposes of this Section 17, "Termination
payment A" shall mean an amount equal to the difference
petween paynents for Firm capacity to date based on the
original Agreement length and payments that would have been
nade, based upon the period of Seller's actual performance, up

to the date of reduction or termination, plus intereéest as set

forth in Section 17.4.
17.6.1 If Seller terminatés this Agreemént,

or all or part of the Firm capacity stated in Section 2.2.1
with the following prescribed written notice!

Amount of Capacity
Terminated Length of Notice

Under 5,000 kw 12 months

5,000 kw to 10,000 kv 36 months

10,000 kw to 20,000 kv 48 months

20,001 kw and over 60 months
seller shall refund to SDG&E Termination Payment A as
described in Section 17.6. SDG&E shall then make capacity
payments to Seller for the remainder of Seller's perfor-
mance, if any, at an adjusted capacity price.

17.6.2 If Seller terminates this Agreement,
or all or part of the Firm Capacity stated in section
2.2.1, without the notice prescribed in Section 17.6.1,
Seller shall pay SDG&E nTarmination Payment B". Termina-

tion Payment B shall consist of the sum of (a) Termination
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payment A and (b) a one-time payment., The one-time
payment shall be equal to the amount of Firm Capacity
peing terminated times the difference between the Current
capacity Price on the date of termination for a term equal
to the balance of the term of the Agreement and the Firnm
capacity price. This product shall be pro-rated for the
length of notice given, if any, by taking the difference
petween the amount of months of notice prescribed minus
the amount of months of notice given and dividing by
twelve (See Exhibit E, Example 2). In the event that the
Current cCapacity Price is less than the Firm capacity
pricé or the termination or reduction is a result of an
uncontrollable force on the part of the seller, then only
Termination Payment A shall apply. '

18. ABANDONMENT
18.1 1f, in any six (6) month period after the

Firm Capacity Availability Date, seller fails to deliver
to SDGLE at least the number of kilowatt hours derived
from the product of four hundred and thirty-eight (438)
hours timeés the Firm capacity rating neasured in kilo-
watts, Seller shall provide to SDGLE all of>the following:

18.1(a) a written description of the reason
for Seller's low level of performance!

18.1(b) a summary of the action seller is
taking to improve its performance; and

18.1{c) a schedule for bringing Seller's

deliveries up to the Firm capacity rating.
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18.2 In any fifteen (15) month period after the Firm
capacity Availability Date, Seller shall deliver to SDGAE
not less than the number of kilowatt hours derived fron
the product of one thousand and ninety-five (1,095) hours
tines the Firm Capacity rating measured in kilowatts. If,
for any reason, Seller fails to deliver this minimum
amount, SDGLE may terminate this Agreemént on written
notice. Unless excused as a result of an Uncontrollable
Force, such failure shall constitute a default, entitling
SDGLE to its remedies at law and under Section 17 of this
Agreement.

19, NONDEDICATION OF FACILITIES

seller does not hereby dedicate any part of the
Generating Facility to serve SDG4E, its customers, or the
public. SDG&E does not hereby dedicate any part of its
system or facilities to serve or accept Enérgy and Firm
capacity from Seller to any greateér extent than may be
provided by law.

20. LIABILITY
20.1 Except in the case of willful Action or

sole neglligence, neither Party shall hold the other Pparty,

its officers, agents or employeés liable for any loss,

damage, claim, cost, or expense for loss of or danage to
property, or injury or death of persons, which arises out
of the other Party's ownership, opération or maintenance
of facilities on its own side of the Point of Delivery.
20.2 Except as set forth in Section 20.1, each

Party agrees to defend, indemnify and save harmless the
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other Party, its officers, agents, and employees against
all losses, clainms, demands, costs, or expenses for loss
of or damage to property, or injury or death of persons,
which directly or indirectly arise out of the indemnifying
party's performance pursuant to this Agreement: provided,
however, that a Party shall be solely responsible for any
such losses, clains, demands, costs or expenses which
result from its solé negligence or Willful Action.
21, INSURANCE

21.1 seller, at its own expense, shall secure
and maintain in effect during the life of this Agreement
the following insurance as will protect sSeller and SDGALE
during the performance of operation hereunder!

21.1.1 General Liability Insurance with a
combined single limit for pbodily injury and property
damage of not leéss than (a) $1,000,000 each occurrence if
the Generating facility is 100 kw or greater; (b) $500,000
each occurrénce if the Génerating Facility is between 20
xw and 100 kxw; and (c) $160,000 each occurrence ff the
Generating Facility is 20 kw or léss. Such General
Liability Insurance shall include coverage for Premis-
es-Operations, Owners and Contractors Protective, Prod-
ucts/Conmpleted Operations Hazard, Explosion, collapse,
tUnderground, contractual Liability, and Broad Form Proper-
ty Damage including Completed Operations.

21.1.2 The liability insurance specified in
section 21.1.1 shall name SDG&E as additional finsured and

shall contain a severability of interest or cross-
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1iability clause. The requirement to nanme SDG&E as
additional insured shall be waived if such requirement
prevents Seller fronm obtaining insurance as specified
herein.

21.2 certificates of Insurance evidencing the
coverages and provision as required in Sections 21.1.1 and
21.1.2 above shall be furnished to SDG&4E prior to inter-
connected operation of theé Generating Facility and shall
provide that written notice be given to SDG4E at least
thirty (30) days prior to cancellation or reduction of any
coverage. SDG4E shall have the right, but not the obliga-
tion, to inspect the original policies of such insurance.
séller will not be alloweéd to commence interconnected
operations unless evidence of satisfactory insurance has
been provided to SDGL(E in a timely manner.

21.3 SDGLE will allow Seller to self-insure in
lieu of compliance with the requirements of Section 22.1
under the following conditions:

21.3.1 Seller must be a governmental agency
with an established record of self-insurance.

21,3.2 Seller must provide to SDGLE at least
thirty (30) days prior to the operation Date evidence of
an acceptable plan to self-insure to a level of coverage
equivalent to that required under Section 22.1

21.3.3 If Seller ceases to self-insure to the

level required hereunder, or jf Seller is unable to

provide continuing evidence of Seller's ability to
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self-insure, Seller shall immediately obtain the coverage
required under Sections 21.1.

22, UNCONTROLLABLE FORCE

Neither Party shall be considered to be in default
with respect to any obligation hereunder, other than the
obligations to pay money, if prevented from fulfilling
such obligation by reason of an uncontrollable force. The
term "uncontrollable force" means unforeseéeable causes,
other than Forced Outages, beyond the reasonable control
of and without the fault or negligence of the Party
claiming uncontrollable torce, including but not limited
to, acts of God, labor disputes, sudden actions of the
elements, actions by any legislative, judicial or regula-
tory agency which conflict with the terms of this Agree-
ment, and actions by federal, state, municipal, or any
other government agency. whichever Party is reéendered
unable to fulfill any obligation by reasons of uncontrol-
lable forces shall give prompt writtén noticé of such fact
to the othér Party and shall exercise due diligence to
remove such inability with all reasonable dispatch.
Nothing in this Agreement shall require a party to settle
any strike or labor dispute in which it is involved.

23, NON—HAIVER-

None of the provisions of this Agree¢ment shall be
considered walved by either party except when such waiver
is given in writing. The failure of either Party to
insist in any one or more instances upon strict perfor-

mance of any of the provisions of this Agreément or to
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take advantage of any or its rights hereundér shall not be
construed as a waiver of any such provisions or the
relinquishment of any such rights for the future, but the
samé shall continué and remain in full force and éffect.

24. SUCCESSORS & ASSIGNS

24.1 This Agreement shall be binding upon and
inure to the benefit of thé respective successors and
assigns of the Parties.

24.2 Neithér Party shall voluntarily assign its
rights nor delegate its duties under this Agreement, or
any part of such rights or duties, without the written
consént of the other Party, except in connection with the
sale or merger of a substantial portion of its properties.
Any such assignment or delégation madeé without such
written consent shall be null and void. Consent for
assignment will not be withheld unreasonably. Such
assignment shall include, unless otherwise specified
theréin, all of Seller's rights to any refunds which might
become due under this Agreéement.

25, EFFECT OF SECTION HEADINGS

section headings appearing in this Agreement are
inserted for convenience only, and shall not be construed
as interpretations of text.

26. GOVERNING LAW
This Agreement shall be interpreted, governed, and

construed under the laws of the State of california as if

executed and to be performed wholly within the State of

california.
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57. SEVERAL OBLIGATIONS

Except where specifically stated in this Agreement to
be otherwise, the duties, obligations and liabilities of
the Parties are intended to be several and not joint or
collective. Nothing contained in this Agreement shall
ever be construed to create an association, trust, part-
nership, or joint venture or impose a trust or partnership
duty, obligation or liability on or with régard to either
party. Each Party shall be individually and severally
liable for its own obligations under this Agreement.

28. CONDITIONS

28.1 This Agréement, other than Section 28, and
sections 4.1, 4.2.1, 4.2.2, and 5.3, is contingent on
SDGSE obtaining an ordeér fronm the CPUC that (i) SDG&E's
payments made to Seller under this Agréement are recover-
able, through SDG&E's Energy Cost Adjustmeént Clause,
subject to review of the réasonablenéss of SDG4E's perfor-
mance under the Agreéeement, and (11) this Agreement is
reasonablé and SDG&E's entering into this Agreement is
prudent. SDG4E will use best efforts and Seller shall
provide such reasonable assistance as SDGLE may request in
order to expedite obtaining such approval, Both Parties
shall evaluate whether the CPUC has approved this Agree-
ment based upon the above criteria, To the extent that
the CPUC imposes conditions in i{ts decision which increase

either Party's risk in any respéct beyond that which would

be present, in the reasonable judgement of such Party, had

the CPUC merely made the order specified in (i) and (if)

-76-




l\o 90"'03"‘.

ATTACHMENT 2

above, such Party may notify the other that the Agreement
has not been Approved by the CPUC. »

" Within ten (10) days of both Parties!' recelpt of the
CPUC decision, each Party shall notify the other in
writing of its détermination that the decision (a) ap-
proves this Agreeément, or {b) does not approve this
Agreement, based on the criteria above. If éither Party
determines that the CPUC decision doés not approve this
Agreement, the Parties shall meet forthwith to modify the
Agreement in a manneér to preserve its econonmic integrity,
and resubmit it to the CPUC, unléss the Partieés deeém it
unnecessary and provide written notice to each other
consistent with this Section 28.1.

28.2 Upon both Parties' providing notice to the other
that this Agreement has been approved by the CPUC, the

condition set forth in Séction 28.1 shall be déemed

fulfilled.
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IN WITNESS WHEREOF, the Parties have caused Agreement to
be executed in their respective names, in duplicate by

their respective official representatives as of the day

and year last written below.

. 5 .
R ol
(Dated) Rovert A. Keegan
vice President - Dévelopment
Bonneville Pacific Corporation

‘Eﬁ%% E% \
Donalda E. Fel

vice President - Marketing
and Resource Development
san Diego Gas & Electric Company
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SXHIBIT A

STTE LOCATICH YETES AND BOUNDS CESCPIPTION

A parcsl of property located within the South One~Half of the
south ona-Half (3 1/2, 8 173) ot Section Twenty~Eight (28) and
the North One-Half of the NHorth one-Halt (N 1/2, X 1/3) ot Sec-
tion Thirty-Thres (33}, Township Slxteen south (T168)}, Range
Twenty-Tw> East (R12E), dan Bernardino dase and Meridian (SBBX),
Yuma County, Arizona, Said parcel teing more particularly das=
cribed as follovs:

Commencing at the Southwest corner of the torthweat Quartsr of
the Northeast Quarter (NW 1/4, NE 1/4), of Sectlon Thirty-Three
(33): Thence N0 147197"E a distance of 417.42 feat to a point,
sald point teing the TRUZ POINT O0Y BEGINNING) Thnance NOO 14'3I7"E
a distance of 338,56 faet to 2 point: Thencs S89 SE8'S{"H a
distance of 464.64 feat to & point: Thencs HOO 041'31"E a distancs
of 854.69 feet to a point: Thence 580 13'33"E a distance of
471.47 (feset to a point; Thence S00 00'30"H a distance of 5.07
fest to & point; Thence 880 13'33"E a distancs of 1038.46 fesat O
a point: Thence 300 07'26%¥ & distance of 562.89 feet to a point,
galda point being the peginning ot a curve to the left with a
radius of 60,00 feet, a csntral angle of 230 J31'44%, a chérd
bearing of 834 31'34"W and a chord length of 97.98 feet) Thence
263.3% teet along tha arc of gald curve to a point, said point
being the beginning of a curve to the right with a radius of
70,00 teet and a central angle of 70 31'44"1 Thence 36.9) teet
along the arc of said curve to & point; Thance $400 07'26"W a
dlstance of 653.11 feet to a point, said point being the degin-
ning of a curve to the right with a radius ot 170.00 feet and &
central angle of 11 28'43%; Thencs 34.06 feat along the arc of
sald curve to a point; Thence S11 16'06"W a distance of 60.J1)
teot to a point, said point being the beginning of a curve td thse
1eft «ith & radius of 230,00 feec and a central angls of 11
28043 Thence 46,07 feet along the arc of said curve to a
pointt Thence S00 07'26"W a distance of 35,50 feet to a point,
said point being the Lbeginning of a curve to ths right with 2
radius of 25.00 feect and a central angle ot 89 51'28"; Thence
39.21 fest along the arc ot said curve to a point! Thence 989
s8'54"W & distance of 711.9% fast to a point; thence NOO 14%37%E
a dlstance of 367.42 feet to 2 point; Thence 389 58'54"™H 2
distance of 208,71 feet to a point, eaid point baing the TRUE
POINT OF BEGINNING.




A.90-03-050

]
.

ATTACHMENT 2

EXHIBIT B

TIME PERIODS

The Time Periods currently in effect for San Diego
Electric are defined in accordance with the following table!

summer Winter
May 1 - September 30 All Other

on-Peak 11 a.n. ~ 6 p.0. weekdays 5 p.m. - 8 p.0. weekdays

Semi-Peak 6 a.®. ~ 11 a.m. Weekdays 6 a.m, - 5 p.m. weekdays
6 p.m. ~- 10 p.m. weekdays 8 p.m. - 10 p.D. Weekdays

off-Peak 10 p.R.< Hidnight Weekdays Midnight Weekdays
5 a.m., - 6 a.m. wWeekdays s a,m. - 6 a.m. weekdays
s a.m. - Midnight Weekends 5 a.m., - Midnight Weekends
5 &.B. - Midnight Holidays 5 a.m. - Midnight Holidays

super
off-Peak Midnight - 5 a.m® All days Midnight - 5 a.=. All days

All time periods 1isted are clock tine.

The holidays specified are! New Year's Day., president's Day,
Menmorial Day, independence Day, labor Day, Veteran's Day, Thanksgiving
pay and Christmas Day as designated by california Law.

The time period definitions may be revised to comply with CPUC
orders regarding pilling hours.

The energy payrents currently are calculated and published four
times a year in accordance with the following table:

Applicable period

Effective Date

February 1 - aprii 30
May 1 - July 31

August 1 - October 31
November 1 - January 31

February 1
May 1}
August 1
Novenber 1




DATE 09-Har-89

SCHEDULED FIRH
CAPACITY OPERATING

1990
1991
1992
1993

SCIHEDULED FIRH
CAPACITY OPERATING

TABLE 1

SAN DIEGO GAS & ELECTRIC COHPANY
CAPACITY PAYHENT SCIEDULE
FOR
FIRH CAPACITY QUALIFYING FACILITIES

182 HW BLOCK OF S0-2 QFS
DOLLARS/K¥-¥R

DURATION OF CONTRACT [YEARS)

050-c0-06"V

>
13
3
>
0O
I
=
t3
Z
H
[ 84
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. QUARTERLY STATUS REPORT

QFID No.
Nane of Seller
Date

pDirections: A complete and accurateé reésponse is required éach
time this report is filed with SDG&E. Responseés of "not appli-
cable" or "N/A" must be supported by a detailed factual explana-
tion for clarification purposés. If Forecast Completion Date
has not been éstablished, so state and explain.,

Forecast Check 1if

(or Actual) Schedule

Conmpletion cCheck if Changéd from
Milestone pate (1) Completed Previous Report

Site control

(a) Proof provided to
SDG&E

curreént site control

status:i .
Project has site control
Project does not have sité control

Ccritical Path Permit (2)

(a) Permit application
filed

(b) Permit application
accepted

(c) Permit issued
Fuel Supply Statust

(e.g., contract signed, resource evaluation studies complete,
etc.)

Financing Secured

(a) Construction (short-
term)

(b) Permanent (long-
term) N —
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Milestone

Final Method of Service
study Requested

Equipment Contract Award

(a)
(b)

Geénerator

Turbine/prime mover

Equipnent Ordered

(a)
(b)

Generator

FTurbine/prime mover

Engineering/Design

(a)

(b)

Preliminary
Engineering

Final Engineering

construction Contract
Awarded

EXHIBIT O

Forecast Check {f

(or Actual) Schedule
Compléetion Check if Changéd from
pDate (1) Completed Previous Report

$ Complete

3 Complete

Interconnéction construction

(a)

(b)

Seller construction
started

SDG&4E construction
requested

Project Construction

(a)
(b)

(c)

(d)
(e)

site grading started

Major foundations
started

Turbine/prime mover
on site

Generator on site

construction status

e ———————
e ——————————
JEESSSE————— e

N N N N

e e——

% Complete
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Forécast Check if

{or Actual) Schedule
. Completion cCheck if Changed fronm

Milestone Date {1) Completed Previous Report

Initial Parallel
operation

L/
L/

{_/
Start-up testing begun - L/

{(a) Testing status % Complete

Firm (or As-Avalilable)
Capacity Availability
Date

Describe progress of project development since theé last submit-
ted Quarterly Status Report (attach additional pages, if need-

ed):
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Explain any changes to the project development schedule since

. last submitted Quarterly Status Report (attach additional pages,

if needed):

I certify that the foregoing information is trué and complete.

Date
Signature
Name

Title

Contact Person
Telephone Number

Noteés!

(1) Should reflect project's current schedule for Milestones
not yet completed or actual completion date for Milestone
completed.

(2) The Critical Path Permits for all non-thérmal projects and
thermal projects exempt from CEC Site Certification are
(1) for Geothermal, County cConditional Use Peérmit or
special Zone Permit; (ii) for Biomass, County Conditional
Use Permit or Special Zone Permit, or Alr Quality Permit;
(1ii) for Wind, County Conditional Use Permit or Special
Zone Permit; (liv) for Cogéneration, Alr Quality Permit:
(v) for Hydro, FERC License or Exemption. california
Energy Commission Site Certification is required for
non-exempt thermal projects over 50 MW.
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EXHIBIT E

REDUCTION AND TERMINATIOR
PAYMENT EXAMPLE

These examples are for demonstration purposes only and

should not be construed as a projection of SDG&E Actual Termina-

tion Payments.

Example 1t

Termination with 36 months written notice given 12 years

after the Operation Date for termination 15 years after the

Operation Date or on Decémber 31, 1999.

Assumptions for this examples

contract Capacity - 10 megawatts (10,000 kilowatts)

contract Term - 25 years
operation Date - January 1, 1985

contract capacity Price - %115 per kilowatt

per year
Monthly Interest Rate - 1% per month

(assumed to be constant)
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(a) Total Capacity Payment made = $115/kW-yr % 10,000

L K

= $1,150,000 per year

Total Capacity Payménts which would have beén made for a 15
year contract Term = $100/kW-yr X 10,000 kw

= $1,000,000 peér year.

The differencé between (a) and (b) of annual overpayments =

$1,150,000 - $1,000,000/yr = $150,000/yr
Termination Payment A is then the value at the énd of the 12th
year of theé sum of the annual overpayments multiplied by a one

(1%) percent per month interest charge.

Termination Payment A!

$150,000/yr % 1 yr/i2 months X (Compound Amount Factor at 1% per

month for 12 years) = $3,988,269.

SDGLE would then pay QF $100/kW-yr for the remaining 36 months

of revised contract term.
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Example 2:

Termination without prescribéd notice 12 years after the

Operation Daté or on Decémber 31, 1397.

Assunption for this Example:

Contract Capacity 10 mégawatts
(10,000 kilowatts)
Contract Tern 25 years
Operation Date January 1, 1985
Contract Capacity Price $115 per kilowatt per year

Monthly Interest Rate 1% per month
(Assumed to be constant)

Length of Notice Given 3 months

Termination Payment B is equal in the sum of Termination
payment A (using theé same methodology as in Example 1
abové), and a one-time payment, as follows!

Termination Payment A

(a) Total capacity Payment made = $115/kW-yr x 10,000 kv
= $1,150,000/yr

Total Capacity Payment which would have been made using
the same Capacity Payment Schedule in effect at the
time of execution for a 12 year contract term

= $93/kW-yr X 10,000 kw = $930,000/yr

(c) The difference betwéen (a) and (b), of overpayment
$1,150,000 - $930,000 = $220,000/yr

Termination Payment A is then the value at theée end of the
12th year of the sum of the annual overpayments multiplied
by one (1%) percent per month interest charge.

Termination Payment At

= $220,000/year x 1 year/12 months X (Compound Amount
Factor at 1% month for 12 years) = §5,849,460

one Time Payment
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The paymént can bé formulated as followss

. (Amount of Firm Capacity Terminated) x (Current
Capacity price - Firm Capacity Price) x.
otice Prescribéd - Amount of Notice Given)

(Amount of N
12 months/year

(10,000 kW) (200 $/kW-yr - 115 $/kW-yr) {36=3 mos)
(12 mos/yr)

$2,337,500
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EXHIBIT E

Termination Payment B

Termination Payment B = Termination Payment A + One
Time Payment
= §5,849,460 + $2,337,500
= $8,186,960

{END OF ATTACHMENT 2)




