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90 08 046 Decision __________ __ AUG 8 1990 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Investigation of the COff@ission's ) 
own motion into the desirability of ) 
power purchases from cogenerators ) 

1. 85-11-008 and small power producers located ) 
outside of the purchaser's service ) (Filed November 6, 1985) 
area or outside of California and ) 
the terms and conditions which ) 
should be applied to such purchases. ) 
----------------------------------) 

OPINION 

I • Summary of Decision 

This decision approves and adopts a settlement between 
Yankee Caithness Joint Venture (Yankee or YCJV) and Southern 
California Edison Company (Edison) with respect to the petitions 
filed previously by Yankee in this proceeding. This decision also 
dismisses with prejudice the petitions filed by Yankee. 

The settlement is expressly conditioned upon the 
Commission's agreement that the expenses incurred by Edison under 
the settlement are reasonable and shall be recovered by in full by 
Edison in rates. We have found that the settlement is reasonable 
and in the public interest. While we expect that future 
Commissions will uphold and implement it, we cannot bind future 
Commissions regarding future recovery of these costs in rates. 

II. Background 

On November 1, 1984, Yankee submitted to Edison an 
executed Interim standard Offer 14 (IS04) contract for a 16.5 
megawatt (MW) geothermal project located in Steamboat Springs, 
Nevada. The project site is located outside of Edison's service 
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territory (OST). Edison refused to execute the proffered 1S04 
contract because Yankee had not demonstrated to Edison's 
satisfaction that Yankee could deliver power from the project to 
Edison*s system. On April 17, 1985 the Commission suspended IS04. 

On February 12, 1986, Yankee submitted to Edison 
executed Standard Offer 2 (S02) contracts for six 25 IDi projects. 
Three of the projects were to be located in Steamboat Springs, 
Nevada, and three were to be located in Dixie Valley, Nevada. As 
with the IS04 contract, Edison refused to execute the six S02 
contracts because Yankee had not demonstrated to Edison's 
satisfaction that Yankee could deliver power from these projects to 
Edison's system. On March 19, 1986, the Commission suspended S02. 

III. Pre-settlement positions of the Parties 

A. The Yankee Petitions 
On November 7, 1985 Yankee filed a petition with the 

Commission requesting that Edison be ordered to execute the IS04 
contract submitted by Yankee for the Steamboat Springs project. 
The petition was assigned by the Corr~ission to Order Instituting 
Investigation (011) 85-11-00B. 

On April 17, 1989, Yankee filed a second petition with 
the Commission, requesting that the six S02 contracts also be 
considered in 1.85-11-008 and that Edison be ordered to execute 
these six contracts also. In Decision (D.) 89-08-035 we granted 
Yankee's request to have the six S02 contracts heard in this 
proceeding. 

Yankees' contention in this proceeding: 
ft ••• is that there is no requirement in 
applicable law that it demonstrate an ability 
to deliver the power to be generated by its OST 
projects to Edison. YCJV has further contended 
that tho information it submitted to Edison 
concerning its ability to deliver power was 
sufficient when compared to other QF projects 
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B. Edison 

that received executed QF contracts from 
Edison.· (Joint Motion, pp. 3-4.) 

Edison's position on the Yankee petitions is that it was 
a reasonable business practice, as a precondition to Edison's 
execution of a tendered standard offer, for it to require an out-
of-service territory qualifying facility to make a reasonable 
showing of its ability to deliver power to Edison's system: 

~Such a requirement is a common sense predicate 
for rational resource planning. Edison has not 
been and is not now opposed to signing power 
purchase agreements with OST QFs. However, 
Edison contends that it was acting prudently in 
requiring some showing that an OST QF, located 
in a remote site distant from Edison's nearest 
point of interconnection, had a feasible plan 
for transmitting its power to Edison. ~he 
effect of concluding to the contrary is that 
Edison would be forced to accept all offers 
timely submitted, whether or not they are 
feasible. If Edison is forced to execute 
Standard Offer contracts with OST QFs without 
regard to their ability to deliver power, 
Edison's resource plan would then reflect 
potentially much greater amounts of QF power 
than could reasonably be expected to 
materialize." (Response of Southern Edison 
Company to Motion of Yankee Caithness Joint 
Venture to Compel Discovery, May 15, 1989, 
p. 5.) 

IV. The Proposed Settlement 

Edison and Yankee initiated settlement discussions in the 
fall of 1989. On February 16, 1990, after providing notice as 
required by Rule 51.1(b), Yankee and Edison conducted a settlement 
conference. ~he conference was attended by Edison, Yankee, 
Division of R~tepayer Advocates (DRA) and Steam Reserve Company. 

The settlement was filed May 8, 1990, together with a 
"Joint Motion of Yankee Caithness Joint Venture and Southern 
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California Edison Company" (Joint Motion). The Joint Motion 
requests an order approving the settlement and dismissing Yankee's 
petitions with prejudice. The Joint Motion states that ORA 
supports the settlement and that all other parties, except San 
Diego Gas & Electric Company (SDG&E), have no position on the 
settlement. 

Pursuant to Rule 51.4, all parties were allowed 30 days 
following the filing of the settlement in which to submit comments 
on the agreement. Only SDG&E filed comments. SDG&E's comments are 
discussed below. 

Under the terms of the settlement, Edison agrees to 
execute seven power purchase agreements (PPAs) for the purchase by 
Edison of capacity and energy as follows: 

Four S02-based contracts of 26 ID~ each; 

Two S02-based contracts of 13 MW each; and 

One IS04-based contract of 16.5 W~. 

The settlement results in a total of 146.5 IDi, a reduction in 
capacity of 20 MW from Yankee's original requests. 

The PPAs embodied in the settlement (the proposed 
contracts) are based upon the standard offers which Yankee 
originally tendered in 1985 and 1986 (the original contracts). 
However, the proposed contracts differ from the original contracts 
in several significant respects. These differences are summarized 
in a side-by-side comparison included in the Joint Motion. These 
summaries, which are a clear and accurate description of the 
differences, are set forth in Appendix A and Appendix B to this 
opinion. The more significant terms are summarized below. 

The proposed contracts use a different formula for the 
calculation of energy payments. The energy rate for the proposed 
contracts based on S02 shall start with Edison's posted avoided 
cost at the time of firm operation, but shall be adjusted quarterly 
by a new price index. According to the Joint Motionl 
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~The energy rate, after the initial payment, 
will not be precisely at avoided cost, but will 
likely approximate that amount, because the 
indices on which the energy rate is based track 
costs which are reasonably related to costs 
which enter into Edison's avoided cost, 
although these indices are likely to be subject 
to less short-term change then (sic) Edison's 
avoided cost. Although Edison ratepayers are 
subject to unpredictable rises in costs under 
this energy rate, these risks are no greater 
than those associated with changes in Edison's 
avoided costs and are thus reasonable risks for 
the ratepayers to assume." (Joint Motion, 
pp. 5-6.) 

For the proposed contract based on IS04, Yankee shall 
receive 8S% of the ten-year fixed payment energy stream of IS04, to 
be paid over a IS-year period. The energy payments between years 
16 and 30 will be at Edison's avoided cost. 

The original contracts would have required Yankee to 
specify the size and location of each project at the time of 
execution. The proposed contracts reduce the amount of S02-based 
capacity as proposed in the original contracts from 150 to 130 MW. 
However, the proposed contracts allow Yankee to allocate the 16.5 
MW of 1S04 capacity and the 130 MW of S02 capacity among any of 
various locations in Steamboat Springs and Dixie Valley, Nevada, as 
specified in the project proposals submitted by Yankee with the 
original contracts. Pursuant to the settlement, this election may 
be made up to 12 months after a decision by the Commission 
approving the settlement. 

The term of each contract shall be 30 years commencing on 
the date of firm operation. The settlement agreement specifies 
various time frames for commencement of firm operation. For the 
proposed S02 contracts, firm operation may not begin earlier than 3 
1/2 to 4 1/2 years after Commission approval of the settlement. 

The settlement also specifies how and when 
interconnection points for each project will be identified. The 
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settlement provides specific milestones for project and 
transmission development. Yankee further agrees to pay all 
transmission, interconnection, and Edison system upgrade costs 
attendant with the seven proposed contracts. 

Under the terms of the settlement neither party admits 
liability. Each party pays its own attorney costs and fees. The 
settlement is expressly conditioned upon the Corr~issionts approval, 
and the Commission must find that the settlement and Edison's entry 
into the settlement are reasonable and prudent, and that expenses . 
incurred by Edison are reasonable and shall be recovered in full by 
Edison in rates. 

v. Analysis of the Settlement 

Rule Sl.1(e) of the Commission's Rules of Practice and 
Procedure state! 

"The Commission will not approve stipulations or 
settlements, whether contested or uncontested, 
unless the stipulation or settlement is 
reasonable in light of the whole record, 
consistent with law, and in the public 
interest," 

0.88-12-083 identifies some of the various facto~s 
typically used by courts and regulatory cOIT~issions to determine 
whether a settlement is fair, adequate, and reasonablet 

"In order to determine whether the settlement is 
fair, adequate, and reasonable, the court will 
balance various factors which may include some 
or all of the followingt the strength of the 
applicant's case; the risk, expense, 
complexity, and likely duration of further 
litigation; the amount offered in settlement; 
the extent to which discovery has been 
completed 50 that the opposing parties can 
gauqe the strength and weakness of all parties; 
the stage of the proceedings; the experience 
and views of counsel; the presence of a 
governmental participant; and the reaction of 
the class members to the proposed settlement. 
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(Officers for Justice v. Civil Service 
Commission of the City and County of San 
Francisco, supra, 688 F 2d at p. 625.) 

~In addition, other factors to consider are 
whether the settlement negotiations were at 
arm's length and without collusion; whether the 
major issues are addressed in the settlement; 
whether segments of the class are treated 
differently in the settlement; and the adequacy 
of representation. {Parker v. Anderson, supra l 
667 F 2d at p. 1209; Armstrong v. Board of 
School Directors, supra, 616 F 2d at p. 314; M. 
Berenson Company v. Faneuil Hall Marketplace 
(D. Mass. 1987) 671 F Supp. 819, 823.)~ 
(0.88-12-083, mimeo. p. 55.) 

The parties to the settlement contend that the settlement 
between Yankee and Edison is a reasonable disposition of the 
parties' respective claims in this proceeding. The terms of the 
IS04 and S02 contracts have been modified to represent a middle 
ground between the parties' positions. The power purchase prices 
specified by the settlement are below those that would be in effect 
had Edison signed the contracts when they originally were tendered 
by Yankee. The power purchase prices are also higher than Yankee 
would have received had Edison been upheld in its refusal to 
execute the contracts originally tendered by Yankee. 

Yankee1s ability to allocate the PPAs among various 
project sites after execution of the agreement is a benefit to 
Yankee not contained in the original contracts. On the other hand, 
the proposed contracts also impose upon Yankee new requirements 
regarding transmission milestones not contained in the original 
contracts. We find that between Edison and Yankee, the settlement 
is a fair and reasonable compromise. 

In finding that the settlement is a fair compromise 
between these two parties, we expressly state that neither the 
settlement nor its approval implies that the position of either 
party is correct or incorrect . 
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The parties contend that the settlement is manifestly in 
the public interest. They contend that Nthe compromise reflected 
by the settlement yields substantial tangible benefits to the 
ratepayers as compared with the contracts originally tendered by 
Yankee.- (Joint Motion, p. 11.) Edison estimates that the 20 MW 
capacity reduction will save the ratepayers approximately $19 
million. The energy payments specified by the settlement are said 
to generate savings to the ratepayers of approximately $44 million. 
Finally, the new milestones for interconnection and transmission 
are cited as substantial ratepayer benefits. 

While we find that the settlement is a fair resolution of 
the dispute between Edison and Yankee, the reasonableness of the 
settlement from the ratepayers perspective is less apparent. The 
total savings which ratepayers are alleged to receive from the 
settlement will be realized only under very specific and uncertain 
assumptions. For example, the alleged savings from the proposed 20 
MW reduction will be realized only if we assume that all seven 
projects were viable and would have been constructed but for 
Edison's refusal to execute the original contracts. Yet, it was 
Edisonis position prior to the settlement that these projects 
" .•. were not sufficiently viable to warrant Edison acceptance as a 
reliable system resource." (Joint Motion, p. 4.) 

Under different assumptions, the settlement could be 
found to impose additional costs on ratepayers. If we assume, for 
example, that the projects were not viable prior to 1990 but will 
be made viable by the terms of the settlement which allow until 
1991 to allocate the contracts to specific sites, then· we would 
conclude that the settlement will actually impose additional costs 
on ratepayers which they would not otherwise incur. 

We find the estimated savings in energy payments to be 
equally speculative and uncertain. The estimated $44 million in 
savings, which is based upon a comparison of the original 
contracts, assumes that Edison should have executed the original 
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contracts when tendered. On the other hand, if \.;e assume that 
Edison properly refused to execute the original contracts, the 
settlement then would result in added costs to the ratepayers. 

We are not comfortable relying upon an estimate of the 
costs or benefits of a settlement which which assumes a particular 
outcome. A settlement is possible precisely because the outcome of 
a fully litigated proceeding is uncertain. Given this uncertainty, 
no single estimate of costs or benefits can properly reflect the 
value of the settlement to a particular party. 

The economic analysis of the settlement would have been 
more useful if it had captured a range of possible outcomes. While 
it is reasonable to assume that the Comnlission might find that 
Edison wrongfully refused to execute the contract and to calculate 
benefits based on such an assumption, the parties should have also 
calculated the costs or benefits to ratepayers if the Commission 
had found that Edison properly refused to execute these agreements. 
A settlement, from the ratepayers perspective is reasonable only if 
it falls within the range of possible outcomes. 

We make no judgment as to the probability of any of these 
outcomes. We cite these examples simply to demonstrate the scope 
of analysis which will be necessary in future cases to support a 
settlement which is conditional upon our express approval. In this 
particular instance, DRA concurs with the settlement despite the 
absence of a more fully developed comparison of its economic 
effects. Therefore, given DRA's support and the absence of 
opposition from any other party we will find this settlement to be 
in the public interest. 

As noted earlier, the settlement is expressly 
conditioned: 

R ••• on the unconditional approval of the CPUC as 
followss 

" ••• The CPUC must find this Agreement and 
Edison's entry into this Agreement to be 
reasonable and prudent and must find that the 
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expenses incurred by Edison under this 
Agreement and the PPAs are reasonable and shall 
be recovered in full by Edison in rates. n 

(Settlement Agreement, pp. 21-22.) 

We do find, based upon the information presented in the 
Joint Motion, that the expenses incurred by Edison under the settl-
ement are reasonable. However, we cannot guarantee that such 
expenses shall be recovered in full by Edison in rates. Because 
these expenses will be recovered over a period of 30 years, such a 
guarantee would require us to bind future Co~~issions. This we 
cannot do. As we explained in 0.88-12-083: 

"The Public Utilities Code strengthens the 
proposition that we cannot bind future 
Commissions. Section 1708 provides: 'The 
commission may at any time •.. rescind, alter, or 
amend any order or decision made by it.' 
Section 457 permits utilities to enter into an 
agree~ent for a fixed period for the automatic 
adjustment of charges for electricity with the 
caveat 'Nothing in this section shall prevent 
the con®ission from revoking its approval at 
any time and fixing other rates and 
charges •••• ' Finally, Section 451 provides 
that 'All charges demanded or received by any 
public utility ... shall be just and reasonable' 
and Section 728 provides that if the Commission 
finds rates are unreasonable, 'the commission 
shall •.. fix ••. the just, reasonable ••• rates ••• 
to be thereafter observed and in force.' We 
have reviewed these statutes, which are 
familiar to all practitioners of public utility 
law in California, to impress upon the 
proponents of the settlement the limitations 
under which we act today. (cf. FPC v. Sierra 
Pac. Power Co. (1956) 350 US 348, 100 L. Ed. 
388.) And we deliberately refrain from 
commenting on the consequences of a future 
Commission's changing of the terms of the 
settlement." (0.88-12-083 , mimeo. p. 60.) 

As in 0.88-12-083, all we can state is our present 
determination that, taken as a whole, the settlements' terms 
produce a just and reasonable result, and thatl 
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" ... this Commission intends that all future 
Commissions should recognize and qive all 
possible consideration and ~eight to the fact 
that this settlement has been approved based 
upon the expectations and reasonable reliance 
of the parties and this Corr@ission that all of 
its terms and conditions will remain in effect 
for the full term of the agreement and be 
implemented by futuro Commissions." 
(D.88-12-083, mimeo. p. 61.) 

Finally, we turn to the corr~ents of SDG&E. SDG&E statest 
"SDG&E regards the proposed settlement as a 
bargained-for resolution 'of a dispute between 
Yankee Caithness and Edison, not as a matter to 
set precedent in other disputes between QFs and 
purchasing utilities. If the CPUC agrees with 
this understanding. SDG&E hould not object to 
the proposed settlement. If the CPUC intends 
that the proposed settlement might be used as a 
precedent for other disputes between QFs and 
purchasing utilities, then SDG&E would request 
a hearing and a specific description of the 
issues on which the CPUC would be considering 
establishing precedent." [Emphasis in 
original.) (CoIT@ents of SOG&E on Joint Motion 
Regarding Settlement, June 4, 1990, pp. 1-2.) 

5DG&E's qualified objection is unnecessary. Rule 51.8 
provides as follows: 

"Commission adoption of a stipulation or 
settlement is binding on all parties to the 
proceeding in which the stipulation or 
settlement is proposed. Unless the Commission 
expressly provides othorwise, such adoption 
does not constitute approval of, or precedent 
regarding, any principle or issue in the 
proceeding or in any future proceeding. H 

We establish no exception to rule 51.8 in this decision. 
Findings of Fact 

1. Yankee has petitioned for an order directing Euison to 
execute one 1504 and six S02 PPAs. 

2. Edison asserts that it was justified in refusing to 
execute the contracts until Yankee demonstrated to Edison's 
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satisfaction that Yankee could deliver power from these projects to 
Edison's system. 

3. Yankee and Edison have agreed to settle the dispute by 
recorr~ending to the Commission a settlement agreement between 
Edison and Yankee Caithness Joint Venture, L.P. and Caithness 
Resources, Inc. 

4. ORA supports the settlement. 
5. SDG&E does not oppose the settlement, provided that the 

settlement does not constitute a precedent for other disputes 
between qualifying facilities (QFS) and purchasing utilities. 

6. The terms of the IS04 and S02 contracts as originally 
tendered by Yankee have been modified by the settlement to 
represent a middle ground between the parties' positions. The 
power purchase prices specified by the settlement are below those 
that would be in effect had Edison signed the contracts when they 
originally were tendered by Yankee. The power purchase prices are 
higher than Yankee would have received had Edison been upheld in 
its refusal to execute the contracts originally tendered by Yankee. 

7. The parties to the settlement complied with the 
COID~ission's settlement procedures as set forth in the Commission's 
Rules of Practice and Procedure. 

S. The settlement agreement is reasonable in light of the 
whole record, consistent with law and in the public interest. 
Conclusions of Law 

1. The settlement agreement, as interpreted by this 
decision, should be approved and adopted. 

2. This Commission cannot bind future Commissions in fixing 
just and reasonable rates for Edison. Nevertheless, in approving 
this settlement, based on our determination that taken as a whole 
its terms produce a just and reasonable result, this Commission 
intends that all future CowIDissions should recognize and give all 
possible consideration and weight to the fact that this settlement 
has been approved based upon the expectations and reasonable 
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reliance of the parties and this Commission that all of its terms 
and conditions will remain in effect for the full term of the 
agreement and be implemented by future Commissions. 

3. The petitions filed by Yankee in this proceeding should 
be dismissed with prejudice. 

4. This order should be effective today. 

ORDER 

IT IS ORDERED that: 
1. The settlement agreement (Appendix e), as interpreted by 

this decision, is approved and adopted. 
2. The petitions filed by Yankee in this proceeding are 

dismissed with prejudice. 
This order is effective today. 
Dated ~UG 8 1990 , at San Francisco, California. 
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'{eJi! S02-aASEO "OWER PURCHASE AGREE."'IE~S ("FAs) 

The YCJV SOl-based PPAs shall be identical to Edison's standard form of S02 
',..t.ich "'as in effect from february 14. 1983 through March 19, 1986. except for 
the specific ~difications identified in the side-by-side comparison below: 

?rooosed S02-3ased PFAs 

Amount of i'ower 
(Settlement Agree~ent j4.1.1) 

1. the amount of S02-based capacity shall be 
reduted frOID 150 :or,o/ to 130 :1''''. 

fir.n Allocation of Power 
(Settle~ent Agreezent S4.1.3 and 14.1.4) 

1. The power shall be supplied frOID projects 
developed on land leased. held, and 
controlled by YCJV and Caithness at 
Steamboat Springs and Dixie Valley. 
~evada as specified in the project 
proposals submitted on or about the time 
the 1504 ~nd S02 contracts vere submitted 
to Edison • ~i thin 12 :nont hs of the final 
order of the CP~C unconditionally 
approving the Settlement Agreement. YCJV 
and Caithness shall irrevocably allocate 
the "PAs to either the Steamboat Springs 
or DiXie-Valley locations. Said 
allocation shall include entire ~ontract$ 
and not portions thereof. If such 
allocation d~es not occur. then each such 
unallocated PPA shall terminate. Four of 
the S02-based contracts shall be 
allocated 26 ~~ of fir.D capacity each. 
Two of the S02-based contracts shall be 
allocated 13 ~,., of fiern capacity each. 

Energy Payments 
(Settlement Agree~ent S4.1.S.1) 

1. (a) The initial payment for ener~y shall 
be the [nitial Energy Rate. 1 and 

502 

1. No provision in S02. 

1. The project site is 
specified at the tirue or 
contract execution 

1. 

(S2.1). 

Energy pay~ents ~ill be 
paid at Edison"s 
published avoided cost 
of energy for the 
contract term. 

1 The lnltial Energy Rate shall be Edison'S published avoided cost of energy 
as approved by tne CPUC and in effect on the date of Firm Operation. 
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Procosed S02-aased PPAs S02 

Energy Vayments 
(Settl~ment Agree~ent ~4.1.3.t) 
(Continued) 

(b) 

shall re~4in in effect during the 
first quarter of Firm Operation. 

aeginning the second quarter of rir~ 
Operation. the Price [ndeX 2 shall be 
used to adjust the [nitial Energy 
Rate. For each successive quarter 
thereafter. but not longer than the 
Finance Period J or 13 years from the 
date of Firm Operation. ~bichever is' 
the lesser. the Price Index shall be 
used to adjust the previous 
quarter's Energy Rate4 to determine 
a new Energy Rate for the follo~ing 
quarter. 

(c) for the remainder of the contract 
term. payment for ener~y delivered 
shall be at Edison's published 
avoided cost of energy as approved 
by the C?UC and as updated 
periodically. 

2 The price index shall be determined quarterly and ~ill be based on the 
average of~ 

• 
• 

The percentage change of the ~ational ?rcducer Price (ndex during the 
preceding quarl!r; and 
The gercentage change during the preceding quarter of the Southern -
California Gas Company's non-core utility electric generation gas 
procure~ent ch~rges as specified currently as G~-60NJ under the Southern 
California Gas Company"s Schedule No. G~-50. If G~-oON is no longer in 
effect under successor tariff~. the parties sha11 agree to an aporopriate 
substitute oasis to calculate the percentage change for this component of 
the ~rice Index. Such substitute shall, as closely as possibl~, 
approxi~~te the gas purchases under G~-oOU. 

3 the period beginning on the date of Fir~ Operation and continuing until the 
amount of the project loan(s) outstanding on the date of firo Operation is 
paid. 

4 the Initial Ener~y Rate during the first ~uarter of firm Operation, and for 
subsequent quarters, the prevlous qu~rter s energy rate multiplied by the 
follo~ing quantity: (1 + the ~rice Index). 
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Prooosed S02-Based ?PAs 

Capacity ?a~ents 
(Settle~ent Agree~ent S4.1.5.2) 

1. 

Tens 

The firm Capacity Rate for the S02-based 
PPAs is ~187/kW-yr. 

(Settle~ent Agree~ent 14.1.]) 

1. Firm Operation under any S02-based ~PA 
shall not comroence prior to three years 
and si~ ~nths following final order of 
the CPUC. un~onditionally approving this 
Agreement. Further. the Parties agree 
that at least one 13 ~~ ~ontract and ~ne 
26 ~~ contra~t shall not begin Fir~ 
Operation sooner than four years and t~ur 
years and six months, respectively, 
following said unconditional approval of 
this Agreement by. the CPUC. Ii YCJV and 
Caithness begin power delivery under any 
of the S02 contracts before the ti~es 
·agreed to in paragraph 4:1.7 of the 
Settlement Agreexent. Edison will 
purchase any energy deliv~red under such 
~ontracts at its then current ~ublished 
avoided cost. 

Transmission 
(Settle~ent Agreement i4.1.8) 

1. firm transmission shall be arranged by 
YCJV and Caithness to one or ~Ore 
interconnection points in the Edison 
system. Said lnter~onnection points 
shall be specified by Edison. froo the 
interconnection points specified by 
Edison, ¥CJV and Caithness shall identify 
their anticipated interconnection point 
for the ?PA within 12 months following 
approval of the Settleroent Agree~ent. (f 
¥CJV and Caithness fail to designate it3 
interconnection point within 12 ~nths of 
Settlement Agree~ent approval. the ?PA 
shall immediately terminate. 

S02 

1. Sa.pte. 

t. Firm Operation shall 
begin no later than 
ftve years following 
contract execution. 

t. So provision in $02. 
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Proposed S02-aased ??As 

Transmission Development ~ilestones 
(Settle~ent Agr!e~ent )4.1.10) 

2. 

3. 

~ithin li months, YCrl and Caithness 
shall identify the transoission path 
(Path) of electricity from each project 
to an Edison-approved interconnection 
point on the Edison electric system. 

For those pOrtions of the path, over 
~hich paver ~ill be transmitted (wheeled) 
by another utility. YCJV and Caithness 
shall provide proof of all necessary 
interconnection and transmission ser"/i~e 
agreecents for each such portion of the 
path. If Edison dete~ines that such 
agree~ents do not ~eet the criteria set 
forth. YCJV and Caithness shall have six 
months from the date they are notified by 
Edison of such a deficiency to correct 
said deficlency. 

For each portion of the Path where YCJV 
and Caithness intend to construct or have 
constructed a nev transmission line. or 
rely on lines to be con$~ructed by other 
entities. ¥CJV and Caithness or the 
entities on which YCJV and Caithness rely 
to construct the lines shall meet the 
following milestones: 

i) File for all necessary permits 
within 24 months; 

ii) Acquire all rights-of-way within 
36 IDOnths; and 

iii) Commence construction within 
36 ~nths evidenced by installation 
of footings and erection of the 
transmission structures. 

Should any ot the milestones (i-tit) not 
be ~et by YCJV and Caithness, the 1~A 
shall terminate without any further 
action by Edison. 

S02 

1. So provision in S02. 

2. So provision in S02. 

3. ~o provision in S02. 



I. 85-11-008 EXHIBIT A 

• 

• 

• 

Proposed S02-aased ?PAs 

Project Development ~ilestones 
(Settle~ent Agree~ent j4.2) 

1. YCJV and Caithness agree to cooply ~itn 
the provisions or the Project Development 
~ilestones as approved by the Commission 
in UnifonD Standard otfer ~o. 1 adopted 
in 0.39-02.06$ on February 24, 1989 
(February Milestones). 

CPUC Approval 
(Settle~ent Agreement )9) 

to The PPA is subject to unconditional 
approval of the Settle~ent Agree~ent by 
the CPUC. The PPA shall ter~inate if 
unconditional approval is not obtained. 

All other COntract prOVisions are the same as S02. 

(END OF EXHIBIT A) 

S02 

1. S02 incorporates the 
Qualifying Facility 
~ilestone Procedure. 

1. No provi$ion in S02. 
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YCJV 16.5 ~~ S04-BASED ~CWER ~VRCaAS£ ACREEMEsr (?PA) 

• 

• 
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YCJV 16.5 ~~ POWER ?vRC~SE AGRE~~E~ (PPA) 

The one 16.5 ~~ ~PA is identical to Edison's standard for~ of IS04 ~hich ~as 
in defect p~ior to April 11, 1985, except for the spe~ific modifi~ations 
identified in the side-oy-side comparison celow: 

lroposed YCJV 16.5 ~~ Contract 

Fir~ Allocation of ~over 
(Settlement Agree~ent 14.1.4): 

1. The pover shall be supplied from projects 
de~eloped on land leased, held and 
controlled by YCJV and Caithness at 
Steamboat Springs and Dixie Valley, 
~evada as specified in the project 
~roposals submitted on or about the tize 
the [504 and S02 contracts ~ere $ub~itted 
to Edison. ~ithin 12 months of the final 
order of the CPUC unconditionally 
approving the Settle~ent Agreement, 
Seller shall irrevocably allocate the ?PA 
to either the Steamboat Springs or 
Dixie Valley locations. It such 
allocation does not occur, then the ?PA 
shall te~inate. 

?a)~ent (Settle~ent Agreement 14.1.5.1 (ii): 

1. Fixed energy payments will be extended 
. over the first fifteen years of Firm 

Operation and shall not exceed, in the 
aggregate. 85~ of the paym~nts which 
would have been received by YCJV and 
Caithness if the energy payments were 
ba$~d on the t:.04 Foreca~t of ~rginal 
Cost of energy-

2. The energy payments will be paid at 
Edison's published avoided cost of energy 
for contract years ~16-30. 

[504 

1. The p~oject site is 
specified at the time of 
contract execution 
(il.2). 

1. Energy payments for all 
energy during the first 
?eriod (10 years) shall 
be paid at the tS04 
forecast of XarJinal 
Cost of EnerJY (S~.2.l, 
Option 1). 

2. Energy payments ~ill be 
paid at Edison'S 
published avoided cost 
for the remainder of the 
contract term, years 
;111-30. 
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Prooosed YCJV 16.5 ~~ Contract 

Capacity ?a~ent3 
(Settle~ent A§reexent $4.1.5.2) 

1. The Fi~ Capacity Rate is St98/~~-yr. 
from the table in effect at the ti~e YCJV 
sub~itted their signed [504 on 
November 1, 1984. 

Transmission (Settlement Agreement $4.1.3) 

1. Fir.D transmission shall be arranged by 
YCJV and Caithness to one or more 
interconnection points in the Edison 
system. Said interconnection points 
shall be specified by Edison. From the 
interconnection points specified by 
Edison, YCJV and Caithness shall identify 
their anticipated interconnection point 
for the ?PA within 12 months followinJ 
approval of the Settl~ment Agreement. If 
YCJV and Caithness fail to designate its 
interconnection point within 12 months of 
Settlement Agreement approval, the PPA 
shall i~ediate1y terminate. 

Transmission Development ~ilestones 
(Settlement Agreement $4.1.10) 

to 

2. 

Within 12 .:t:-onths 'iCJV and Caithness shall 
identify the transmission path (Path) ~f 
electricity from each project to an 
Edison-approved interconnection point on 
the Edison electric syste~. 

For those portions of the path, over 
whi~h power vill be transmitted (~heel!d) 
by another l-ltilitYt 'iCJV and Caithness 
shall provide proof of all necessary 
Intec~onnection and transmission serYi~e 
agreements (or each such portion of the 
path. If Edison determines that such 
agreements do not meet the criteria set 
forth, YCJV and Caithness shall have 
six months feom the date they are 
notified by Edison of such a deficiency 
to correct 3aid deficiency. 

rSQ4 

L Same. 

1. ~o provision in 1504. 

1. ~o provisIon in IS04. 

2. ~o provision in (S04. 
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Proposed '{CJV 16.; ~r..l Contract 

Transmission Ceveloprnent ~ilestones 
(Settle~ent Agr~~-ent §4.1.10) 
(Continued) 

3. For each portion of th~ ~ath ~here YCJV 
and Caithness intend to contract or have 
constructed a nev transmission line, or 
r~ly on lines to be constructed by other 
entities, 1CJ'! and Caithness or the 
entitles on ~hich 1CJV and Caithness rely 
to construct the lines shall meet the 
follo~ing ~ilestones: (i) file for all 
necessary per.nits ~ithin 24 months; 
(ii) acquire ~ll rights of Yay ~ithin 
36 months; (iii) commence construction 
within 36 nonths evidenced by 
installation of footings and erection of 
the transDission structures. Should any 
of the milestones (i-iii) not be met by 
YCJV and Caithness, the ~PA shall 
te~inate without any further action by 
Edison. 

Project Develop~ent ~llestones 
(Settlement Agree~ent §4.2) 

1. 'YCJV and Caithness agree to co~ply ~ith 
the provisions of the Project Development 
~ilestones as approved by the Commission 
in Unifo~ Standard Offer So. 1 adopted 
in 0.89-02.065 on February 24, 1989 
(February :ii h3 tones). 

cpce Approval 
(Settlement Agr~e=ent §9) 

1. The PPA is subject to unconditional 
approval of the Settlement Agreement by 
the CPUC. The PPA shall terminate if 
unconditional approval is not obtalned. 

{S04 

1. So provision in [504. 

1. So provision in [504. 

1. So provision in (S04. 

All other contract provisions are the same as tS04. 

• 
(END OF EXHIBIT B) 
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SETTLEMENT AGREEMENT 

parties 
'rhis Set i: 1 e:r.ent Agreement ( "Agreement') is en':ered into by 

Southern Cal i fornia Edison Company ("Edison"), Yan~ee 

Caithness Joint Venture ("YCJ1J"), and Caithness ~esources. 

Inc. ("caithness"), individually referred to as "party" and 

collectively as "parties." 

Edison is a corporation organized under the la~s of 

California. 
YCJV is related to other entities as follows: 

YC~I is a Nevada General partnership in which the 

three limited partnerships listed below are general 

partners: 
~est coast Geothermal, Ltd. 

Pacific Geothermal L.P. . 
Mt, Whitney Geothermal Limited partnership 

The above three limited partnerships each have as 

their respective general partner caithness 

Corporation, a Delaware corporation. 

YCJV is the general partner in YCJV L,P., a Nevada 

limited partnership. YCJV L.P, also has a limited 

partner, Sequa capital Corporation, which is a 

Delaware corporation, 

caithness is a New Jersey corporation. 

-1-
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Recitals 
2.1 The Standard Offer Contracts 

On November 1 # 1984 YCJV suomi tted an e:<ecuted 

Interim Standard Offer :14 ( .. IS04") contract for 

16.5 mega~atts (~N) to Edison for a geothermal 

project located in steamboat Springs. Nevada. 

Edison refused to execute said contract because YCJV 

had not demonstrated to Edison's satisfaction t~3t 

YCJV had the ability to deliver power from that 

project to Edison's system. 

On April 11, 1985 the california Public Utilities 

conwission ("CPUC") suspended the ISO"' contract. 

On February 2"', 1986. YCJV submitted six executed 

Standard Of fer )12 ("S02 It) contracts for 25 ~N each 

to Edison. The contracts related to geothermal 

projects. three located in Steamboat springs. 

Nevada. and three located in Dixie valley, Nevada. 

Edison refused to execute said contracts because 

YCJV had not demonstrated to Edison's satisfaction 

that YC~I had the ability to deliver the power 

generated by these projects to Edison's system. 

On March 19. 1986 the CPUC suspended the S02 

contract. 

2.2 Litigation 
On Nove~ber 7, 1985. YCJV filed a petition with the 

CPUC ceque$tinq that Edison be ordered to execute 

-2-
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the 1S04 contract it had submitted on November 1. 

1984. this Petition ~as assigned to the CPUC's 

investigation proceeding. t. 85-t1-008. On 

August J. 1989 the CPUC. in response to a 

supplemental petition filed by YCJV in the same 

proceeding, granted "!CJV' s request that the si:-: S02 

contracts be considered therein. 3y said 

supplemental petition, ·{CJ1/ requested that Edison be 

ordered to execute the S02 contracts it had 

submitted on February 24. 1986. 

Edison answered both petitions filed by YCJV and 

contended that it ~as not required to execute any of 

the contracts because YCJV had not demonstrated that 

it had the ability to deliver power generated by any 

of the projects to the Edison system. 

Definitions 
When used ~ith initial capitalizations, whether in the 

singular or the plural, the following terms shall have the 

following meanings: 
3.1 Agre~ent: This document. including the exhibits 

3.2 

3.3 

attached hereto. 
Commission or CPUC: The public Utilities commission 

of the State of California. 
Energy Rate: The Initial Energy Rate during the 

first quarter of Firm Operation, and for subsequent 

quarters. the previous quarter's energy rate 

-3-
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multiplied by the follo~ing quantity: (l ~ the 

Price :ncex). 
3.4 Finance ?ericd: The peried beginning on the date ot 

Firm Operation and continuing until the amount of 

the proj~ct loan(s) outstanding on the date of Firm 

operation is paid. 

3.5 Firm Oceration: The date agreed on by the parties 

on ~hich the first generating unites) of the 

generating facility defined in each contract 

described in paragraph 4.1.3 herein is determined to 

be a reliable source of generation and on ~hich such 

unites) can be reasonably expected to op~rate 

continuously at its (their) effective rating 

(expressed in kW). 

3.6 Initial Energy Rate: The Initial Energy Rate shall 

be Edison's published avoided cost of energy as 

approved by the CPUC and in effect on the date of 

Firm Operation. 

3.1 Price Index: The price index shall be determined 

quarterly and will be based on the average of: 

3.7.1 ~he percentage chang$ of the National 

Producer Price Index during the preceding 

quarter: and 

3.1.2 The percentage change during the preceding 

quarter of the Southern California Gas 

Company's non-core utility electric 

-4-
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generation gas procurement charges as 

s~ecified currently as GN-60N. under the 

Southern California Gas ccmpany's Schedule 

No. GN-60 (Attached hereto as Exhibi~ 1). 

If GN-60N is no longer in effect under 

successor tariffs. the parties shall agree 

to an appropriate substitute basis to 

calculate the percentage change for this 

ccmponent of the Price Index. Such 

sUbstitute shall. as closely as possible. 

approximate the gas purchases under GN-60N. 

Terms and conditions of Settlement 

Edison, VCJV and Caithness ~ish to settle and to resolve 

their disputes and to terminate the litigation now pending 

between them. Accordingly, Edison and YC~I in 

consideration of the mutual promises hereinafter set forth 

agree as follows: 
4.1 Edison will execute seven power purchase Agreements 

(PPAs) with 1CJV and Caithness for the purchase by 

Edison of firm capacity and energy on the terms and 

conditions hereinafter set forth. one 16.5 MW PPA 

shall be identical to Edison's standard form of 1504 

which was in effect prior to April 17, 1985, 

attached as Exhibit 2 hereto, except for the 

specific mcdifications identified in this 

-5-
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Agreement. The six remaining PPAs shall be 

identical to the Edison standard form of 502 ~hich 

~as in ef:ect from February 14. 1983 through 

March 19. 1986. attached as Exhibit 3 hereto. except 

for the specific modifications identified in this 

Agreement. The PPAs '",ill be effective as of the 

date of the final order of the CPUC unconditionaliy 

approving this Agreement. 

4.1.1 ~mount of Power 

4.1.2 

" .1.3 

The aggregate quantity of power for the 

seven PPAs shall be 146.5 ~. 

Location 

The power shall be supplied from projects 

developed on land leased, held and 

controlled by YCJV and caithness at 

Steamboat Springs and Dixie Valley. Nevada 

as specified in the project proposals 

submitted by YCJV and Caithness on or about 

the time the IS04 and 502 contracts were 

submitted to Edison. Said proposals are 

attached hereto as Exhibit ,. 

Allocation of power 

~he 146.5 ~~ shall be allocated among the 

seven contracts as follows: 

4.1.3.1 Four S02 contracts as modified 

herein shall be allocated 26 MW of 

firm capacity each; 

-6-
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-\.1.3.2 

4.1.3.3 

T~o S02 contracts as modified 

herein shall be allocated 13 ~N of 

firm capacity each; and 

One ISO" contract as modified 

herein shall be allocated 16.5 ~d 

of firm capacity. 

Firm Allocation of Power 

Within 12 months of the final order of the 

CPUC unconditionally approving this 

Agreement, 'lCuV and Caithness shall 

irrevocably allocate each of the seven 

contracts to either the steamboat springs or 

Dixie Valley locations. said allocation 

shall include entire contracts and not 

portions thereof. Each PPA that is not so 

allocated as required by this paragraph 4.1.4 

shall terminate at the expiration of the 

aforementioned 12 months. 

payment 

The rates for electricity purchased under 

each PPA following Firm Operation shall be 

as follows: 

4.1.5.1 Energy Payments: 
(1) For the four 26 MW and t~o 

13 MW contracts 

-7-
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(a) Ener~J payments shall 

be determined on a 

basis that reflects 

Edison's seasonality 

and time-of-use 

factors as approved by 

the CPUC and subject 

to change by Edison 

~ith CPUC approval. 

(b) The initial payment 

for energy shall be 

the Initial Energy 

Rate# and shall remain 

in effect during the 

first quarter of Fir~ 

operation. 

(c) Beginning the second 

quarter of Firm 

operation, the Price 

Index shall be used to 

adjust the Initial 

Energy Rate. For each 

successive quarter 

thereafter, but not 

longer than the 

Finance Period or 
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15 years frem t~e da:e 

of Firm Operation, 

~hichever is the 

lesser. the Price 

Index shall be used to 

~djust the previous 

qu3rter's Energy Rate 

to determine a ne~ 

Energy Rate for the 

following quarter, 

(d) For the rem3inder of 

the contract term, 

p~yment for energy 

delivered shall be at 

Edison's published 

avoided cost of enerTI 

as 3pproved by the 

CPUC 3nd as updated 

periodically, 

(ii) For the 16.5 ~A contract 

-9-

(a) Energy payments shall 

be determined on a 

basis that reflects 

Edison's seasonality 

and time-of-use 

factors as approved by 
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• the CPUC and subject 

to change by Edison 
,.,i th CPtJC approva 1. 

(b) The energy payments 

for the first 

ten years of Firm 

Operation ~ill be 

fixed based on the 

appropriate Ener~1 

Payment Schedule. 

attached as Exhibit 5 

(Tables 1-6) hereto. 

for the year of Firm 

• Operation. 

• -10-

(c) The energy payments 

for years eleven 

through fifteen ~ill 

be equal to Edison's 

published avoided cost 

of energy plus a 

'payment as listed in 

the appropriate Energy 

Payment Schedule under 

the title "Years 

1I11-15--Energy 

Payments," attached as 
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Exhibi: 5 (Tables 1-6) 

hereto. 

(d) ~ot~ithstanding the 

other provisions of t~i5 

Section 4.1.5.1(ii). 

the ener~, payments 

under the Contract 

based on the 

appropriate Ener~1 

payment Schedule in 

Exhibit 5 shall not 

exceed. in the 

aggregate, 85\ of the 

payments ~hich would 

have been received by 

VCJV and Caithness if 

the energy payments 

for kWh actually 

delivered ~ere based 

on the payrr.ent 
. schedule in Table 1, 

attached as Exhibit 6 

hereto. 
(e) For the remainder of 

the contract term. 
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4.1.5.2 

payment for energy 

delivered shall be a~ 

~dison's publi5hed 

avoided coSt of energy 

as approved by the 

CPUC and as updtt.:'<i 

periodically. 

Firm Capacity Rate: 

Contract based on 1504 -

$198/kW-yr 

Contracts based on 502 -

$181/kW-yr 

The contract capacity payments 

shall be determined in each PPA on 

a basis that reflects Edison's 

seasonality and time-oi-use 

factors as approved by the CPUC 

and subject to change periodically 

by Edison with CPUC approval. The 

contract firm capacity rate shall 

not be adjusted but shall remain 

constant for the contract term of 

each PPA. 

Effective Date 

This Agreement shall be effective upon 

execution by the Parties subject to the 

-12-
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unconditional approval of :his ~greeocent ~y 

the CPUC as provided in Section 9 of this 

Agreement. 

Term 
This Agreement shall autc~atically termi~ate 

if ~PUC unconditional aootoval as orovided -.. .. 
in Section 9 is not obtained. 

The term of each PPA shall be thirty years 

from the date of Firm Operation. 

Firm Operation under any PPA ~hich is based 

on the Edison standard form of S02 attached 

as Exhibit 3 hereto, shall not commence 

prior to three years and six months 

following final order of the CPUC, 

unconditionally approving this Agreereent. 

Further, the Parties agree that at least one 

13 MW contract and one 26 ~~ contract shall 

not begin Firm Operation sooner than 

tour years and four years and six months. 

respectively, following said unconditional 

approval of this Agreement by the CPUC. .~ 

YCJV and Caithness begin po~er delivery 

under any of the S02 contracts before the 

times agreed to in this paragraph 4.1.7, 

Edison will purchase any energy delivered 

under such contracts at its then current 

-13-
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published avoided cost u~til the date of 

Firm Oceration and at the orice scecif~ed in . ~-

this Agreement thereafter. 

Each PPA shall be subject to termination by 

Edison if the date of Firm Operation for the 

first generating unit does not occur ~ithin 

five years of the date of the final order of 

the CPUC unconditionally approving this 

Agreement. In the cases ~herein the 

designated 13 MW and 26 MW contracts 

described in this paragraph 4.1.7 shall not 

begin Firm Operation sooner than ~our years 

and four years and six months folloWing 

unconditional approval of this Agreement by 

the CPUC. those contracts shall terminate if 

Firm Operation does not occur ~ithin 

five years and six months and six years. 

respectively, following unconditional 

approval by the CPUC of this Agreement. 

Moreover, the Firm capacity of each PPA 

shall be the lower ot the amount specified 

in the PPA or the amount of Firm Capacity 

demonstrated at the time YCJV"and Caithness 

declare Firm Operation. 

-14-
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Transmission 

Firm transmission shall be arranged by YC;V 

and Caithness to one or more interconnection 

points in the Edison system. Said 

interconnection points shall be specified by 

Edison, in the exercise of its sole 

discretion. From among the interconnecticn 

points so specified by Edison, YCJV and 

Caithness shall identify their anticipated 

interconnection point for each project 

~ithin t~elve months following the final 

order of the CPUC unconditionally approving 

this Agreement. Edison agrees to consider 

including a determination of whether Lugo. 

~ira Lorna. and Control Substations may be 

appropriate points of interconnection. 

If YCJV or caithness fails to designate its 

anticipated interconnection point for a PPA 

within the time specified in this 

paragraph '.l.a, said PPA shall immediately 

terminate. without further action by Edison. 

The firm transmission arranged by t{CJV and 

Caithness shall. in Edison's sole judgment. 

based on prudent utility operating practices 

in California, be of a type and quality 

compatible with delivery of a firm capacity 

resource to the Edison system. 

-15-
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Costs of Transmission. Interconnection 

and/or Upgrades 

YCJV and Caithness shall p~y the entir~ 

cost, if any, of: (~)transrnitting their 

po~er to Edison's electric system; 

(b) interconnecting ~ith Edison's electric 

system; and (e) upgrading ~ithin the Edison 

electric system to the point or points of 

interconnection for each PPA. 

4.1. to ·Transmission Development ~i lestones 

YCJV and Caithness shall meet each of the 

milestones hereinafter listed ~ithin the 

time periods designated below following the 

final order of the CPUC unconditionally 

approving this Agreement. 

4;1.10.1 Within 12 months, YCJV and 

Caithness shall identify the 

transmission path (Path) of 

electricity from each project to 

an Edison-approved interconnection 

point on the Edison electric 

system. 

4.1.10.2 For those portions of the Path 

over which power will be 

transmitted (~heeled) by another 

utility, YC~I and Caithness shall 

-16-
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~ithin 18 months provide proof of 

completion of all necessary 

interconnection and transmission 

sarvice agree~ents for each such 

portion of the path. If Edison 

determines such agreements do not 

meet the criteria set forth in 

paragraph 4.1.8 herein, YCJVand 

Caithness shall have six months 

frem the date Edison notifies YCJV 

and caithness of any such 

daficiency to correct said 

deficiency. 

4.1.10.3 For each portion of the path ~here 

YCJV and Caithness intend to 

construct or have constructed a 

new transmission 11ne, or rely on 

lines to be constructed by other 

entities, YCJV and Caithness or 

the entities on which YCJV and 

caithness rely to construct the 

lines shall meet the following 

milestones: 
(i) within 24 months, file for 

all necessary permits for 

the Path; 
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:ii) ~ithin 3~ months. ac~~ire 

all rights of ~ay; 

(iii) ~ithin 36 months. corrmence 

construction of the 

projects under each PPA by 

commencing installation of 

the footings and erection 

of the transmission 

structures. 

Each PPA executed by YC~I and 

Caithness shall have the above 

milestones s~ecifically 

incorporated therein. Should YCJV 

and caithness fail to meet any of 

the milestones set forth in this 

paragraph 4.1.10.3 respecting any 

PPA, such PPA shall terminate 

without any further ac~ion by 

Edison. 

4.2 Regarding each PPA, YCJV and Caithness agree to 

comply with the provisions of the project 

Devel~pment Milestones as approved by the Commission 

in Uniform Standard offer No. 1 adopted in 

0.89-02.065 on February 24, 1989 (February 1989 

Milestones). Said provision shall be incorporated 

into each PPA referenced in Section 4.1 herein. 
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excep~ insofar as the :ebruary 1989 Milestones ~a'l 

be inconsistenc ~ith the milestones set forth in 

paragraph l.t.lO herein. In such case of 

inconsistency, the milestones in paragraph 4.1.10 

shall prevail. 

4.3 Edison, YeJV and Caithness shall consult -..lith "and 

see~ the support of the Commission's Division of 

Ratepayer Advocates as to the terms of this 

Agree~ent prior to filing this Agreement -..lith the 

CPUC. 

5. Assignment 

• 

• 

None of the parties hereto shall assign its rightt title or 

interest in any of the PPAs to any entity ~ithout the prior 

~ritten consent of the other Party ~hich consent shall not 

be unreasonably withheld, except that Edison agrees to 

consent to the as·signment by Caithness of its interest in 

one or more of the PPAs to any of caithness' affiliates. A 

caithness affiliate is defined as an entity in ~hich 

Caithness is the general partner. Caithness shall provide 

notification to Edison of such assignment and shall provide 

evidence of the affiliation. Edison' shall provide ~ritten 

consent of such assignment upon determination that it meets 

the conditions specified. No assignment of a PPA shall 

relieve the assigning party of any of its obligations 

thereunder until such obligations have been assumed by the 

assignee. In addition, any assignment by Caithness shall 
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not increase Edison's obligacions nor diminish its :ights 

unde~ any PPA. ~en duly assigned in accordance ~i~h :~e 

foregoing, the ?PA shall be binding upon and shall inure to 

the cenefit Ot the assignee. 

6. Release 

Edison. its parents, subsidiaries, partners, partnerships. 

limited partnerships, limited partners. affiliates. rela~ed 

entities; agents, or employees on the one side and YCJVand 

Caithness, respectively, their parents, subsidiaries. 

par~ners, limited partners. partnerships, limited 

partnerships, affiliates, related entities. agents. or 

employees on the other side hereby fully release and 

discharge the other of all rights, claims. causes of 

action, damages, liabilities, losses, and costs that each 

party(iesr or its successors now have or may have after the 

execution of this Agreement against the other party(ies) 

and its successors arising out of or in any way related to 

the facts recited in Section 2 herein, The parties agree 

that this release applies to all injuries, damages. losses. 

complaints or causas of action whether before regulatory 

bodies or the courts. claims or liabilities, whether kno~ 

or unknown, foreseen or unforeseen, present or future. and 

the Parties waiy~ the application of Civil Code 

-Section 1542 which reads as follows: 

"A general release does not extend to claims which the 

creditor does not know or suspect to exist in his favor at 
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• 

• 

• 

the time of executing the release6 · ... hich if ~no·..m by him 

must have ~aterially affected his settlement ~ith the 

debtor" . 

7. ~o Ad~issicn of Liability 

The parties acknowledge that this Agreement constitutes the 

settlement of disputed claims and that entering into this 

Agreement shall not constitute an admission of fault6 

wrongdoing6 liability or responsibility by a Party theret~. 

S. Costs and Fees 

9. 

Each Party hereto shall pay its own costs and attorneys' 

fees in connection with the litigation described above and 

the preparation and execution of this Agreement, the PPAs 6 

and any related documents. 

Conditions. of Agreement 
This Agreerr.ent is conditioned on the unconditional approval 

of this Agreement by the CPUC as follows: 

9.1 The CPUC must find this Agreement and Edison's entry 

into this Agreement to be reasonable and prudent and 

must find that the expenses incurred by Edison under 

this Agreement and the PPAs are reasonable and shall 

be recovered in full by Edison in rates. 

9.2 The CPUC must dismiss the Petition and Amended 

petition heretofore filed by YCJV with prejudice. 

9.3 The CPUC must take no position on the validity or 

lack of validity of a Party's claims with respect to 

any claims, defenses or related issues settled by 
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this Agreement and must find that neither this 

Agreement nor i~s approval implies that any such 

claims are either correct or incorrect. 

10. ~onDrecedent 

This Agreement is not intended by the Parties to be bind:ng 

precedent in any future proceeding or litigation not 

involving the matters covered by this Agreement. 

11. Previous COlm\unications 
This Agreement contains the entire agreement and 

understanding bet~een the Parties as to the subject matter 

of the Agreement, and merges and supersedes all prior 

agreements, representations, and discussions bet~een the 

Parties. 

12. Non· ... aiver 
None of the provisions of this Agreement shall be 
considered ~aived by a party unless such ~aiver is given in 

~riting. The failure of a Party to insist in anyone or 

more instances upon strict performance of any of the 

provisions of this Agreement or to take advantage of any of 

its rights hereunder shall not be construed as a waiver of 

any such provisions or the relinquishment of any such 

rights for the future, but the same shall continue and 

remain in full force and effect. 

13. Effect ot Subject Headings 
Subject headings in this Agreement are inserted for 

convenience only, and shall not be construed as 

interpretations of text. 
-22-
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14. Governing La~ 

This Agreement shall be interpreted, governed and construed 

under the la~s of the State of California as if executed 

and to be performed ~holly ~ithin the state of Californil. 

15, Duolicate Original 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

This Agreement is executed in five counterparts, each of 

~hich shall be deemed an original. 
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16. Signature Clause 

YCJ1J and Cai thness, eespec~ i 'Ie 1 1', represent and · .... ae ran: 

that the officers ~ho sign below have authority to execute 

this Agreement on behalf of '/CJV and Caithness, 

respectively, and that. together. "(CJV and Caithness have 

complete and exclusive authority to ma~e commitments and 

contracts relating to the projects ~hich are located in 

Ste~boat Springs and Dixie valley, Nevada and ~hich are 

mentioned in Section 2 herein. 

Executed this S"ft. day of Ho,,-cJ. 

APPRGVEDAS TO fORM: 
OAVIO N. QAA:lV. m 

VIC! frt~i!tn~b"'t.~II;!";':':~; 
81' J. ~ ~ J 

" I \ c}~"'/1 ) s= . II? 'It> 

SOUTHERN CALIFORNIA EDISON COMPANY 

YANKEE CAI'THNESS JOINT VENTURE. L.P. 

by Yan~ee caithness Joint Venture 

by West Coast Geothermal, Ltd. 

by Caithness corporation 

by Pacific Geothermal L.P. 

by Caithness corporation 

by 
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by Mt. Whitney Geothermal Limited 
Partnership 

by Caithness Corporation 

by .' . ->. ,,: 
~~L£ .... ---- a &t..-r-"'-~-

President 7 

CAITHNESS RESOURCES. I~C. 

by 
. 

;yt'~£ ~_ (2, &.-,' L--
President / 

(END or EXHIBIT C) 
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