
AMENDMENT TO THE

POWER PURCHASE AGREEMENT

BETWEEN

PACIFIC GAS ANI~ ELECTRIC COMeANY

(T~&ELOGNO. I~ ~7 )

THIS AMENDMENT ("Amendment") is by and b~tween PACIFIC (]AS AND

ELECTRIC COMPANY ("PO&E"), a California corporation, and S

(’*Seller"), a /v[ !(~ t-{- 1~4 ~ C~r{~.. PG&E and Sellor aro sometbnos referred to herein

individual|y as ’*Party" and coll~¢tivdy as

REC1TALS

A. Seller (or Seller’s predecossor(s), as ap~licablO and PG&E antered into a power
purchas~ agre~mant ("PPA") as amended, dated~ pursuant to whichP(]&E

power from S~ller and Seller sells electric power to PO&E.

B.    On April I, 2004, the CPUC Issued an Order Insatuting RulemaM~g To Promote
Policy andProgram Coordination and Integration in Electric Uali(y Resource Planning(R.04-

04-003). In that Rtdemaking, tim CPUC noted that it would issue a separate re|croaking on

avoided cost issue~

C. On September 30, 2004, the assigned Administrative Law Judge (AL.I) in IL04-
04-003 issued a ruling d~tgnatlng that proceeding as the forum for the CPUC’s consldemtion of

long-ten’n policy for new and expiring QF contracts.

D. On April 22, 2004, the CPUC issued an Order Instituting Rulemaklng that

addresses avoided cost |ss~e$ in various elec~e rosomce-related proceerllngs.



FL    On J~ua~ 1, 2005, tl~ Assigned Commissioner in R.04.04.025 issued a ruling

and seeping memo that established a separate phase in lhat rulemaking to a~dress IRAC pricing

issues for QFs including: (1) whether or not file CPUC’s current SRAC energy pricing formula,

including existing tlme-of-delivery and line loss factors should be replaced, and if so, what

changes should be ma~e; and (2) updating eulrent as-delivered capacity prices.

F.    A joint ALJ ruling was is~med January 21, 2005 transiting certain SRAC issues

from 1:L99-11-022 to IL04-04-025, including the deteazninafion of an incremental energy rate
(IER) and an operation and maintenance (O&M) adder, bet excluding issues perlaining to the

remand order of the California Court of Appeal in ~outhern California Edison v. Public Utilities

CommLe~ton, 101 Cal. App. 4~ 982 (2002) regarding SRAC pricing between December 2000 and

March 2001. The resolution of~he Court of Appeal’s remand remains in R.99-11-022.

G.    In Decisinn 99-11-025, the Commissinn alinwed QFs to switch to the Pewee
Exchange Corporation’s (’~PX") zonal day-ahead market clearing price instead of SPAC e~ergy

pricing, subject to the potential for a lair lru~up by the Commission, The true-up issue for QFs
who switched to PX pricing wmains in R.99-11-022.

H.    By an Assigned Commissioner’s raling and scoping memo dated F©braaty 18,
2005,1L04-04-003 and R.04-04-025 were consolidated for the limited poq~ose of joint

evidentiary hearings on policy and pricing related to QF contr~t~ Tho~e hearings were held

between lanuary 18, 2006 and February 2, 2006. Opening b,defs were served on March 3, 2006
and reply briefs were served on March 17, 2006.

I. In Decision 01-01-007, fl~e Commission adopted e Generation Meter Multiplier
(GIvIM)-based formula for reflecting transmission line losses in calculating payment~ to QFs

who switched to PX-based pricing and QFs who continued to receive payments based on the

SRAC-based transition formula adopted in Public Utilities Code section 390. In Decision 01-02-

072, the Commission reveff~d QF8 that switched to PX-besed pricing bnck to CFUC approved

SRAC-b~sed pricing. D~ring the proceeding described in recital H, above, several pro’ties

presented proposals addressing how to ad.iust QF payments for transmission llne losses.



On December 22, 2005, Rio Bravo filed a pelition for modification of D.01-02-

072 in P~ 99-11-022 that requests the Commission to direct PG&E to recaloul~e QF payments

using the GMMqffGMMsys formula adopted in D.01-01-007, retroactive ~o .~aanat~y 19, 2001.

K, On Aprll J2_~2006 Independent Energy Produce~ Association and Pacifio Gas

and Electric Company entered a Settlement Agreement rc~lving certain issues panding in

Rulemakings 99-11-022, 04-04-003, and 044)4-025 for QFs electing to sign an Amendment

(Settlement Agreement). There ar~ two energy price options available under the Settlement

Agreement to QFs electing to execute an Amendment.

L.    Seller and PG&E hereby agree to ame~ Se|lex’s PpA, as ide~tified in Recital A

above, as foilows.

AGREEMENT

In consideration of the mutual promises and covenants COntain~ he~in, PG&E and
Seller agree to modify the PPA and resolve the Settled Issues as follows:

SELECTION OF ENERGY PRICE OPTION

Seller hereby elects the following ~rgy price option (selected option is marked with an

"X" in space provid~l):

[ ] Op~on I - Option I provides a variable energy p~ice that is based upon an

average heat rate of 8,700 Big’kWh adjusted in accor~mce with monthly changes in [xtmertip

naturat gas prices (as defined below), plus a variable O&M adder of $2/MWh. Option 1 is

available only to natural gas- fu’ed ceganemtien QFs.

~ Option - Option provides a energy price for up to five y~ ~qual to2

$64~50/MWh, with escalation ell% begirtniag one year after �ommenc~ement of the Fish Price



Period a~d annually ther~er. Option 2 is available only to Renewable QFa or non-gas-fired

QFa.

DEFINITIONS
When used h~reln, the following definitions shall be used to interpret this Amendment,

Underlined terms not defined herein shall have the meaning a..~dbed to it in the PPA.

CAISO: The California Independent Sya[em Operator as described in section 345 et seq,

of the California Public Utilities Code, or snoce~or organization.

CAISO Day-Ahead Energy Market: "]’he day-ahead roarket that the CAISO’s recent

Market Redesign and Technolog~ Upgrade Tariff (MRTU) shall create, which is pending FERC

approval and currently scheduled to become operational in November 2007.

CPUC: The Public Utilities Comraissinn of the State of California.

CPUC Approval: A final CPUC order or resolution, no longer subject to appeal, without

conditions or modifications unacceptable to a Pa~ in ils sole discretion, which order approves

this Araendment in its entirety, and COntains findings that this Am~achnent is reasonable and

prudent for all purposes, including, trot not limited to, PG&E’s n~overy in rates of all peyraents

made under the Amendment, subject only to ongoing CPUC revinw with respect to the

reasonableness ofPG&E edminis~tion of the Amendments. The Parties agree that if the CPUC

fails to approve the Amendment as reasonable, and adopt it un~nditionally and without

modification, il~lndlng the findings and determinations requested herein, any Party may in its

sole discretion, elect to ~erminato the Amendment upon written notice to the otber Party. If there

is no timely application for rehearing or reconaidemtien of an acceptable CPUC resolution or



d~cision approving this Amendment, that resolution or decision shall be deemed adeqtmte CPUC

approval Unl~,s othev#iso agr~d by th~ Parfiss, tim Amendment shall terminate if tim CPUC

has not issued a decision approving this Amendment by $~ptember l, 2006,

Effective Date: The day of CPUC Approvalofthis Amendmertt.

Fixed Frlce l~erlod: The period, for each individual QF that has oxecuted m~ Option 2

Amendment, that b~ne on the latex of." (l) the Effective Date; or (2) the expiration of the

existing fixed energy pricing amendment to the QF’$ PPA ptusuant to D,01-064)15 currently in

effect. If the Effectivo Dat~ occurs ai~r the expiration of the exisling fixed energy pricing

amendment as set forth in (2) above, then, as of the day following such expiration date, the QF

will be I~id th~ then-current SRAC as detennined by the CPUC for energy deliveries until the

Fixed Price Period b~ns on the Eff~ctlve Date. The Fixod Price Period ¢o~indes on the earlier

o~ (1.) the date that is five years after the commencement of the Fixed Prlcn Period; or (2) the

expiration of the PPA~ During the Fixed Price Period, PG&E shall p~y a fLxed energy price in

llen ofP(}&[Ps SRAC as defined in thePPA.

Option 1: The ~rgy pricing option in the Amendment Containing a variable ©nergy

price, as set forth in Section l,

Option 2: The energy pricing option in the Amendment conmhdng a fixed ~mcrgy pric~

as set forth in Section 2,

PPA: The p<)wex purahas~ ag~ecmeot between PG&E and Seller, as subscqnently

amended in writing by the Patti~.



PURPA: The Public. Utility Regulatory Polic.ies Act of 1978, as modified and amended.

(sections applicable to QFs appear primarily inl 6 U,S,C.A, §§ 796 and 824a-3)

Qualifying Futility or QF: A qualil~ing cogeneration facility or qualifying small power

production fac.flity as defined in PURPA and in 18 C.F.R. § 292.101 (b) (1).

QF Switchers: Those QFs who switched to.fee PXmarket-cleariugpricoat any time

between .lane 2000 and January 2001 pursuant to CPUC Decision 99-11-025.

Renewable QFs: Those QFs who meet the definition of Eligible R~ewable Energy

Resource included in Public Utilities Code Section 398A(hXIXF) as such definition existed as of

the date the I~st party executed this AmendmenL

Settled Issues: The following issues are settled and resolved pursuant to this

Ame~ment:

(1) The issues relating to QFs that are settled in Rulemaklngs 04-04-003 and 04-

04-025 are: (a) the methodology for determining SRAC energy payments

including proposed "adders;" (b) the determination of As Delivered Capacity

Payments; (c) the methodology for dexiving energy Line Loss Factors as

applicable to energy deliveries; and (d) the determination of Time of Delivery

factors;

(2) The CPI./C’s policy regarding expiring QF contracts and new QF contracts as
addressed in Rulelnakings 04-04-003 end 04d~025;

O) The issues settled in R.99-| 1-022 am: (a) PO&E’s claims for a retroactive
adjustment of SRAC energy paymen|s made to QFs from Dceemhcr 1, 2000 to

March 31. 2001 arising from fee Court of Appesl remand in

California Edison v. Public Utll#te~ Commission. 101 Calo App. 4~ 982

(2002).; (b) PG&E’s claims for a retroactive adjaslmem of en~gy payments

made to QF Switebers fi’om June 1, 2000 through January 18, 2001; mtd

QF claims that the Commission should direct PG&E to �~leulate the SRAC

energy paymertt to change the transmission line loss for QF Switchers by



the GMIvlqffGMlvlsys formul~ retroactive f~m ~n~ary 19, 2001 to the

Settlement Rate Erplratlon Date: For QFs electing Option l: the expiration of the

QF’s PPA or September 30, 2009, whichever occurs earlier. For QFs electing Option 2: the

expiration of the QF’s PPA or five years from the fast day of the Fixed Price Period, whichever

oectus ~arlier.

SRAC: PG&E’s full shore-ran avoided 0peratlng q,9~.

1, Option 1 -Variable Energy Pricing
1.1 Heat Rate: The Average Annual Heat Rate shall be 8,700 (BtoikWh).

The sumra~r and winter seasonal factors shall each be 1.0 resulting in a Summer Heat Rate of

8,700 (Bte/kWh) and Winter Heat Rate o1"8,700 (Btu/kWh).

1.2 TOD ]Factors: The Time of Delivery Factors shall be applied to the Heat

ILate in Section 1.1 above and shall ~: (a) 1.20 for lhe P~ ~d P~l~ P~ ~live~ ~,

~d; ~) appmxim~ely 0.88 for ~e OffP~k ~d Su~r OffP~ delive~ ~s. ~e ~1

TOD f~or for OffP~ m3d Su~ OffP~ shall ~ ~culal~ ~n~ly on a ~id~l b~is so

¯ at ~ ~ufly-wei~l~ TOD f~r for ~e enti~ mon~ sMI1 ~ ~u~ to 1,0. ~e fo~ula

deriving ~e mon~ly OffP~ ~d Su~r OffP~ TOD factor is ~ follows: OffP~k ~

Su~r Off P~ TOD Factor ~ [To~l Mon~ly Hou~ min~ (1.20 x (Money On P~ pl~

P~al P~ hour))] divi~ by (Mon~ly OffP~ pl~ 8u~ OffP~ Ho~).

1,3 TOD Ped~s: The T~ of~live~ (TOD) ~do& shall ~ PG&E’s TOD

~d~ in �ff~t ~ of J~ 1, 2~6.

1.4 Variable O&M Adder: ~e e~y pd~ shall l~inde ~ o~tio~ ~d

mainl~ (O&M) a~ of $~. ~e~ will ~ ~ ~lation of ~ ratable O~ Adder.
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1.7 Term: The Variable Energy Price sha!l commence at th~ later of: (a) the

first day after the expiration of fixed energy pricing under the PPA. as amended pumuant to

D.01-06-015; or (b) the Effccriw Date. The Variable Energy Prio¢ shall terminate on the earlier

of the expiration ofSell~’s PPA or Seplember 30, 2009. Commencing on October 1,2009, the

successor pricing methodology de~,~ribed in Section 5, below, shall apply for the remaining term

o_f .t~ PPA.



2. Option 2: Fixed Energy P~le~ng

2.1 Eligibility: Option 2 is available only to Renewable QFs or QFs that a~ non-gas-

2.2 Energy Price: The energy price is equal to $64.50/MWh for the first year of the

Fixed Pdco Period, Starting on the day one year afar commencement of the Fixed Price Pedod,

the f~xed energy pdco shall he escalated I% and annually thereaf~r at eneh annivet’~,y of the

commencement of the Fixed Price P~IO~L

2.3 TOD F*~etorstrOD Periods: The Time of Delivery Factors shall he PG&E’s time of

delivery factors in effect as of lanoary I, 2006. The Time of Delivery Periods shall be PG&E’s

time of delivery periods in effect as of Janoaty 1, 2006.

2.4 RPS Crodlt:. The Parties agree and condition the effectiveness of this Amendment

upon a finding by the Commission at the time of approval of the Amendment that PG&E is

entitled to al~d shall receive full credit for nil energy purchased by PG&E under the Amendment

with Renewable QFs as procurcm~nt for purposes of enmpliance with the Renewable Portfolio

Standard (RPS) requirements. A Seller that is a Renewable QF warrants that it ~ the

requirements ofn Renewable QF and that it wilt continue to meet those requirements for the term

of the Amendment. PG&E will participate in the (~EC’s RPS credit certification, tea�king, and

verification system described in Public Utilities Code Section 399.13 sub. (b) to the extent

required to maintain full RPS credit for its purchases from Renewable QFs.

2.$ Term: Fixed e~,~rgy pricing under Option 2 shell be fur the term of the Fixed’Price

Period.
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3. AS.DELIVERED CAPACITY PRICE
If payment for as-dalivcr~ ca~aciW in the PPA is due to Seller under a Standard Offer

No. 1 PPA, USOI or Interim Standard Offer No. 4 PPA with as-delivered e.anaeitv payment

Option I, Seller shall receive payments for as-delivered eaoaeitv based on tha pric� of $50/kW-

year b~glnning on the Effective Date. The as-delivered cevaciw price shall remain in effect until

the Settlement Rate Expimtlon Date and thereafter shall be subject to prospective modification

and adjustment by the CPUC. The Parties agree and condition the effectiveness of thls

Amendment upon a finding by the CPUC at the th-nv of approvM of the Amendn,~nt that PG&E

is entitle~l to and shall receive Resource Adequ~oy credit based upon the historic delivedes

methodology adopted for QFs in Decision 04-10~035 for ~ ~ purchased by

PG&E pursuant to this Amendment. The ~ ~ payment shall continue to be

time-differentiated in accordance with the then-anrrent method and capacity allocation factors

approved by the CPUC.

4.    LINE LO~SES

The energy line loss factor shall be equal to the QF~s project Generation Meter Multiplier

(GMM) divided by the system average GMM, as defined in D.01-01-007 ("GMMqffGMMsys’).

In a~dition, the hourly line loss factor for Renewable QFs electing Option 2 shall not be less than

0,95, The Potties agree and ¢otxtition the effectiveness of this Amendment upon a finding by the

CPUC approving the 0.95 line loss factor floor for Renewable QFs and a further finding that

PG&E is entitled to and shall receive foil eradit for all energy purcha~ and paid for by PO&E

under the Amendment with Renewable QFs for proposes of ¢ompliaac~ with the Ran~wable

Po~fulio Standard (RPS). ffOMMs arc discontinued by the CAISO, then the annual average of

the ho~ly GMMq~GMMsys for the twelve prior calendar months shall continue in effect until
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there is - transition under Section 5to an electricity market-based $RAC n~chanlsm that reflects

line losses in the energy price.

SUCCESSOR PRICING METHODOLOGY AND TRANSITION TO
MARKET

The Purlieu agree that SRAC pricing for QFs operating und~ PFAs should ~ansition to

an electricity market-based SRAC mechanism on the day the CPUC has made a determination,

that is firm] and is no longer subject to appeal, that ~ho CAISO Day-Ahead Energy Market or an

equivalent maz’ket is functioning properly for the parposes of SRAC pricing. Tbe Parti~ farthw

agro~ that it is reasonable for the CPUC to adopt a rebuttable presamption that the CAISO Day-

Ahead Energy Market, if it is operatioval and functioning properly, sheulriprovid¢ the basis for

such market-based pricing mechanism. The tmnsitinn to a market-based SRAC pricing

mechanism contemplated by this Svctlon shall not occur prior to the S~ttleraant Rate Expiration

Date. A~r tha Settlement Rate Expiration Date, the tranaition to a market-based SRAC pric~

shall occur for the Seller as provided in Sections 5.1 through 5,3.

5.1 CPUC Early Ruling re CAISO Day-Ahead Marke~ 1 f the CPLIC issues an order

finding that the CAiSO Day-Ahead Market or an equivalent market is operational and

fanotionlng properly for the purpose of SRAC pricing prior to the Settlement Rate Expiration

Date, then on the day following the S~ttlement gate Expiration Date, the SRAC pricing for

Sdler shall be equal to the CAISO Day-Ahead Market price for the applicable time periods of

energy de|leery or such other market-besed rate specified by the CPUC for QFs operating under

PPAs.

5.2 No C]PUC Ruling As Of The Settlement Rate Expiration Date: Ifthe CPUC h~s

not issued u an order finding that the CAISO Day-Ahead Market or an equivalent market is

operational and lhnctinning properly for the purpose of SRAC pricing as of the Settlement Rate

1!



Expiration Date then, eff~:tive upon the Settlement Rate Expiration Dale, the SRAC pricing for

such QFs (whether they signed an Amendment under Option I or Option 2) shall be equal to the

vari~le energy price under Option 1, subject to tha following heat rote

The 8,700 Btu~kWh heat rate in Option I shall be adjusted as of the Settlement Rate

Expiration Date, and annually thereafter, up or down by no mora than ’75 BtuikWh in

direction of’the simple average oP,,

(1) "l’be average hrP-15 day-ah~l market heat r~e in tha prior year for tnmsactious at

HP-15, or its equivalent successor. Th~ market h~at rate for the prior 12 months will be equal to

the average of the daily I~IP-15 day-ah¢~l market heat rates for the prior 12 months. The daily

HP-I 5 market heat rote for any particular day shall I~ calculated using: a) ~he day-ahead

electricity market price for that day (equal to the time weighted average of on-peak,and off-peak

prim) from tim InterContinental Exchange and Megawatt Daily, or equivalent suece~sora

thereto; and b) tbe b~rne~tlp gas price for that same day. The bumertip gas price for that day

shall b~ equal to the P~&£ Citygat~ bumertip gas price derived using daily primes from

Daily, (or ~quivalent successor), plus PG&E’s CI~UC rotes for taxiffed tnmsp~rtstion to the

bum~ip, (curl~ntly equal to the sum of G-EG and G-SUR); and,

(2) The annual average of the market heal rates embe~lded in the forw~d electrleRy

prices for the ne×t 12 months for transactions at HP-I 5 or its equivalent sueeass~r. TI~ forward

market heat r~tes will be determined using: a) the forward m~ket electricity prices from

Megawatt Daily, or equivalent successor, averaged for all NYMEX trading days in 8~ptember

for October Henry Hub contracts and modified as descn’l~d b~low to convert the on-peak

forward prices to all-hours forward prices; and b) tbe average of the HYlvlEX Henry Hub

forward gas prices for each month of the next year adjusted to tbe PO&E Citygate delivery

location using the NYMEX CIcarPort basis, (or its equivaient suocassor), averaged for all

12



NYMEX tradlng days in September for the Oc~obor Henry Hub contract, plus PG&E’s ~hen-

currant CPUC tariffrales for transportation to the burn�trip (currently equal [o ~he sl~m of G-EG

and G-SUR).

The forward market electricity prices can~ntly published by M~awatt Daily for the year

ahead am for quarterly I~riod$. Themfar~ the annual average of the market hcat rates embedded

in th~ lombard electricity prices for the next year shall be calculated using the quarterly forward

prices and the monthly PG&E bumertip gas prices averaged for the conesponding qua~er. In

the event that the granularity of th~ published el~lricity market forwa/d prices changes (e.g. �o

monthly) ~hls method will chaage to accommodate ~ cheng~ in published data. Monthly or

quarterly p~ices shall b¢ weighted by the number of days in such month or quarter for purposes

of averaging.

Tim conversion from on.puak forward prices to all-hour forward prices will be ~ on

the annual average of the ratio of i) daily all-hours N~-I5 prices fi’om the prior 12 months and.ii)

the daily on-peak NP-15 prices from the prior 12 months.

The cumulative change in heat rate shall not exceed 225 Btu/kWh.

If the CPUC has not issued a finding that th¢ CAISO Day-Abaci Market or an equivalent

market is 0pemtianal a~d functioning for the puq~oses of SRAC pricing as of ,lanuary 1, 2013,

lifts formula is subject to prosp~ctlv¢ modification by the CPUC.

~.3 ,C. ,P.0"C Rulln~ At2er Sefltement Rate Ex~i~tlon Date: If the CPUC issues an

order, that is final and no [anger subject to appeal, finding that the CAISO Day-Ah¢~:[ Market or

an equivalent market is opuratianal and functioning for the purposes of SRAC pricing al~cr the

Settlement Rate Expiration Date, then, effective as of the date ofsech final CI~UC ruling, the

adjusted pricing described in Seation 5.2 shall terminate and the SRAC pricing for such QF shall

be as ordered by the CPUC for the ~ime period applicable to the energy deliveries.
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6. REDUCTION IN PAYMENTS TO QF SWITCHERS

Checkappropriate

[ ] Seller is a QF Switcher (Switch month: )

~J Seller is not a QF Switcher

[ ]SellerJsaQFSwitcherbutbasalreadyresolvedjssuowithPG&E

For QF Switchers that have not already’ settled and re~olved the issue of potential

contingent liability with PO&E, there shell be a reduction in the net energy price payment to the

affected QF equal to $ 0,9~IVI3VI’~ calculated monthly that shall apply for a t’~.riod of time

ranging from one and one-hell years to four and one-half yeats, depending upon the month Seller

switched from SRAC to PX pric’mg~ The energy price reductions shall commence with the term

of" the Variable Energy Price set forth in Section 1.6 above for Option 1 or the Fixed Price Period

for Option 2. The $0.90/MWh reduction shall be applied to, the Variable O&M Adder for Option

1 or rite fixed energy price for Option 2, The following t~ble defines the period for energy price

reductions:

Switch Month Energy Price Reductlo~Peribd

June 2000 4 ½ years

July 2090 14 years

August2000 3 Vz years

September 200~ 3 years

Oetoher 2000 2 ½ years
November 2000 2 y~trs

December 2000 1 ½years

7. SELLER’S RIGHT TO A SUB.SEQUENT AGREEMENT WITH PG&E

Seller agree~, for itself and all of its successors and assigns, that following the expiration

of its PPA, that Seller shall I~ entitled to exemlse of the mamtatory purchase obligation available
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to QFs under PURPA ~olely by invoking t~ following options: (1) parlieipation in PG&E’s all-

source or r~newable sol~eitations o~ (2) ex~ution of ~ on~y~ ~wer ~h~ ~¢ement wi~

PG&E (mew~le for su~ive one-y~ te~s) uM~ w~ch PG&E s~ll pay for e~rgy

delivefi~ a pfi~ ~1 ~ the C~SO ~y-~d Market Price for ~ ~pli~le delive~

or such oth~ market-b~ m~ism ~ ~ifi~ by ~o CPUC. ~e Pa~i~ ~main ~e to

n~ofiat¢ mut~lly a~p~blo bi-lateml ~cements ind~ndent of the oxe~i~ of

under P~A~ Sdl~ ~aher a~ t~[ it will ~olud¢ ~e P~A d~ timi~fion ~d~ in

~is ~fian m a ~ition of ~y ~% 1~ or other ~fer of ~e ~.

~der tho on~y~ coast shall ~ mu~lly ~ ~tw~n Sdl~ ~d PG&E, p~vi~ tha~ if

agreement ~t~t ~ ~ch~ on a ~i~ payment, ~ller ~i~ ~e d~t to ~11 its ~ei~ to

a ~i~ ~ or in a ~oi~ m~et, Any obli~tion unde~en by P~&E ~u~t to this

Amon~ent to ex~ute or ~new a on~y~r ~n~ct shall expi~ ~ of the ~te ~at ~C i~u~

an o~r su~ding the m~dalo~ purch~ obligation for QFs und~

wi~ Section 210(m) of P~A.

8. RELEASE AND WAIVER OF LIABILITIES

8.1 PG&E (on behalf of itself, its pradecessors, successors, m~d assigns by

operation of law or otherwise) and Seller (on behalf of itself, its predecessors, successors, and

assigns by operation of law or otherwise), hereby ~lease, and forever discharge each other and

each of the other Party’s presenl and fm.~er a~iliates, paren~ guarantor, di~ctors, office~,

shareholders, partners, employees, agen~ repre~antatives, attorneys, insurers, predecessors,

assigns, and suceessors-in-trtterest, from any a~d all claims, actions, causes of action, regulatory

challenges, liabilities, breaches of contract, offsets, defenses, den~mds, losses, and damages of

any kind whalsoever, whether known or unknown, asserled or unassorted, saspee|~d or

unsuspected, arising from Section (3) of the Settled Issues. h~ addition, subject to the last
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paragraph of S~tion 5.2, each Par~y a~knowledge~ and ag~ that the Amendment results in

full, binding re~olution of Section (1) and (2) of the Sealed Issues and that each Pray will not

seek to apply to the PPA, either on a prospective or retroactive basis, or otherwise obtain the

benefit of, any decision by the CPUC that wanld result in a rc~olution of Section (D and (2) of

the Settled Issues other than as provided in the Amcndn~mt.

9. APPROVAL OFAMENDMENT

9. L CPUC Approval is a condition precedent to the effectiveness of this

Amendment. Seller and PG&E agree to actively suppo~, as necessary, prompt approval of the

Amendment. The parties agree that if the ePUC fails to approve the Amendment as reasonable,

and adopt it tmconditlonally and without modification, inolnding the findings and doterminatlons

requested hero’m, any Party may in its sole discretion, elect to terminate the Amendment upon

written notice to the other Party. The Parties father agree that any material change to the

Amendment shall give eneh Party in i~ sole discretion, the option to terminate the Amendment.

9.2 Seller and PG&E shall take all necessary action to implement the terms

and conditions contemplated herein, including by taking any actions necessary to approve,

execute, and d¢live¢ this Amendment to the other Party. Seller and PG&E agree to take all

necessary actions to obtain other ~ approvals of this Amendment in its entirety

including, if applicablo, Bankruptcy Court approval,

10, The Parties agree that this Amendment reflects a compromise, not an agreement

or endorsement of disputed facts and law presented in CPUC P, uinmaking 99d t -022, 04-04~003
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or 044)4-025 and shall not ~stablish binding precedent for any future proceeding. TI~ Parties

have assented to the terms of this Amendment only to teach the compromise emtmdied herein.

1 I. This Amendment embodies Ihe entire understanding and agre~n~nl oftho Parties

with respect to the matters described herein, and, except as described herein, superc~des and

cancels any and all prior oral or written agreements, prkmlples, negotiations, statements,

representstions or understandings among the Parties or their representativas.

12. Tho Amandment may lm amended or changed only by a written agreement signed

by the Parties.

13. The Panics intend the Amendmentto be intc~prete, d and treated as a unified,

interrelated agreement.

14, Each of the Parties hereto and its respectiw counsel and advocates have

contributed to rite preparation of this Atncndment. Accordingly, the Parties agreo that no

provision of this Amendm~mt shall be construed against any Party because that Party or its

representative or counsel draRed the provision,

iS. This Amendment shall be governed by and construed in accordance with the laws

of the State of California, e×eluding any choice of law rules that may speci~ the laws of another

Jurisdiction.

16. This Amendment may be executed in counte~rts, e~ch of which shall be deemed

an original, but air of which together shall constitute the same instrument.
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b~ execut~ by tEeir authorlzed’r~Pr~nmtlv~-~

PAC~IC GAS AND ELECTRIC COM..~I~

Date: ~ g- Z ~6                 ,,
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