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POWER PURCHASE AGREEMENT

PARTIES

The parties to this POWER PURCHASE AGREEMENT (“Agreement”) are the City of Los
Angeles acting by and through its Department of Water and Power (“LADWP”), a department
organized and existing under the Charter of the City of Los Angeles, a municipal corporation of
the State of California and Powerex Corp., a corporation incorporated under the laws of British
Columbia and authorized to do business in the State of California under the name “Powerex
Energy Corp.” (“Powerex”) (individually a “Party” and collectively the “Parties™).

RECITALS

WHEREAS, on June 30, 2004 LADWP issued a request for proposals to acquire renewable
resources;

WHEREAS, Powerex responded to the June 30, 2004 request for proposals and following
negotiation has agreed to sell to LADWP and LADWP has agreed to purchase renewable energy
attributed to small hydroelectric generation and other renewable energy sources;

WHEREAS, on June 29, 2005 LADWP developed and Los Angeles City Council adopted a
renewable portfolio standard;

WHEREAS, the Parties desire to set forth the terms and conditions pursuant to which such sales
and purchases shall be made;

WHEREAS, this Agreement has been executed by Powerex and delivered to LADWP in order
for LADWP to seek necessary approvals from its Board of Commissioners and Los Angeles City
Council; it will become legally binding on Powerex only in accordance with the terms and
subject to the conditions precedent contained herein and only when this Agreement has been
executed and delivered by LADWP in accordance with the processes provided for in Article II;

WHEREAS, this Agreement is subject to completion by inserting the Renewable Energy Price as
determined in accordance with the Pricing Refresh Mechanism;

AGREEMENT

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein set forth,
the Parties agree as follows:
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ARTICLE 1
DEFINITIONS AND INTERPRETATION

Section 1.1  Definitions. In this Agreement, the following capitalized terms
shall have the following meanings:

“Aggregate Contract Quantity” for a period means the quantity of Energy determined by
multiplying the Contract Quantity for that period by the total number of hours during that period,
and, subject to Section 12.5(b), subtracting therefrom the number of MWh not delivered in that
period due to either Force Majeure claimed or invoked by either Party or LADWP’s unexcused
failure to receive Energy.

“Agreement” means this Power Purchase Agreement, DWP No. BP 05-020-A, including the
Appendices and Attachments.

“Agreement Reference Date” means the date on which this Agreement is executed by Powerex
and delivered to LADWP to be submitted to the Board of Commissioners for approval, being
March 1, 2007.

“Authorized Representative” means the person designated by a Party as such pursuant to
Section 12.1.

“Bankruptey” means any case, action or proceeding under any bankruptcy, reorganization, debt
arrangement, insolvency or receivership law or any dissolution or liquidation proceeding
commenced by or against a Person and, if such case, action or proceeding is not commenced by
such Person, such case or proceeding shall be consented to or acquiesced in by such Person or
shall result in an order for relief or shall remain undismissed for thirty (30) days.

“Board of Commissioners” means the Board of Water and Power Commissioners organized
and existing under the Charter of the City, that has the jurisdiction, among other things, to
control, regulate and manage LADWP.

“BPA” means the Bonneville Power Administration.

“Business Day” means any day other than a Saturday or Sunday or a United States or Canadian
holiday. United States holidays shall be holidays observed by Federal Reserve member banks in
New York City. Canadian holidays shall be holidays observed by Canadian chartered banks in
the Province of British Columbia.

“Cash” means lawful currency of the United States of America.
“Charter” means the Charter of the City.

“City” means the City of Los Angeles, California, a municipal corporation of the State of
California.

“Claim” has the meaning set forth in Section 11.1(b).
“Collateral Threshold” has the meaning set forth in Section 7.3.

“Commencement Date” means April 1, 2007, being the commencement date for deliveries of
Energy under this Agreement.

11975.58762.GMG.2726185.15 LA000123
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“Concurrent Agreement” means Power Purchase Agreement DWP No. BP 05-020-B between
the Parties in the form of the agreement executed and delivered by Powerex at the Agreement
Reference Date.

“Confidential Information” means trade secrets, pricing, payment and billing information
(including broker sheets and similar pricing data), generation data, information provided in
connection with audits or disputes, and any other similar information marked as “confidential”,
in each case that is provided by a Party to the other Party in connection with the operation of this
Agreement, and includes information provided by a third party to the providing Party in
confidence.

“Contract Quantity” means the quantity of Energy that Powerex has agreed to sell and that
LADWP has agreed to purchase each hour of the Term at the Point of Delivery, as set forth in
Section 4.1.

“Contract Year” means the 12 month period commencing on the Commencement Date and
each 12 month period commencing on an anniversary of the Commencement Date.

“Control Agreement” means an agreement in substantially the form attached as Appendix D,
where LADWP is the Posting Party and Powerex is the “Counterparty”. In the event that
Powerex is the Posting Party, references in that agreement to “LADWP” shall be to Powerex and
references in that agreement to the “Counterparty” shall be to LADWP.

“Control Area” means (i) any NERC certified control area(s), balancing authority area or
similar area that operates in whole or in part in any one or more of Washington, Oregon, British
Columbia or Alberta, and (ii) any other control area, balancing authority area or similar area that
LADWP agrees in writing pursuant to Section 4.8(¢e) is a “Control Area” for purposes of this
Agreement.

“Controller” means a Qualified Institution that has been designated by a Posting Party pursuant
to Section 7.8(c)(iv) and that has entered into a Control Agreement with each of the Parties, or a
Qualified Institution that is otherwise provided for under an existing Control Agreement.

“Costs” has the meaning set forth in Section 10.4(h)(iii)

“Credit Rating” means, with respect to LADWP, the unenhanced rating then assigned by S&P
or Moody’s to LADWP’s Power System revenue bonds. With respect to Powerex (or its
guarantor), if applicable, the rating then assigned by S&P, or Moody’s, to Powerex’s (or its
Guarantor’s) senior unsecured debt (not supported by third party insurance enhancements) or if
Powerex (or its Guarantor) does not have a rating for its senior unsecured debt, then the rating
then assigned to Powerex (or its Guarantor) as its issuer rating.

“Default” has the meaning set forth in Section 10.1.
“Defaulting Party” has the meaning set forth in Section 10.1.

“Delivered Energy” means the MWh of Energy scheduled and actually delivered and received
under this Agreement at the Point of Delivery.

11975.58762.GMC.2726185.15 LA000124
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“Delivery Month” has the meaning set forth in Section 4.7(b).

“Effective Date” means the date on which this Agreement becomes legally binding on the
Parties, being the date on which each of the conditions precedent in Section 2.1 has been met and
satisfied, or waived by Powerex, and this Agreement is executed and delivered by both Parties.

“Eligible Letter of Credit” means an irrevocable standby letter of credit which has been (A)
duly executed and issued by an Eligible Letter of Credit Issuer, (B) in favor or for the benefit of
the Secured Party, (C) available unconditionally on demand in writing in accordance with the
terms and conditions of such letter of credit, (D) with an expiration date reasonably acceptable to
the Secured Party, and (E) otherwise satisfactory to the Secured Party, acting reasonably, in all
respects.

“Eligible Letter of Credit Issuer” means a U.S. state or federally chartered bank or a non-U.S.
bank acting through a U.S. branch or agency office, which has senior unsecured long-term debt
or deposits which, at the time when the relevant letter of credit is delivered to the Secured Party,
are rated at least “A” by S&P and at least “A2” by Moody’s and which has a minimum asset
base of at least U.S. $10 billion.

“Energy” means electric energy to be sold and purchased hereunder, expressed in MWh.

“Energy Price” means the price in United States (U.S.) dollars per MWh for Delivered Energy
that is not Renewable Energy, if any, being the price set forth in Section 5.1(b).

“Facilities” means

(a) in the case of generating facilities owned by or under contract to BC
Hydro, BC Hydro’s portfolio of hydroelectric generating facilities if designated by Powerex
pursuant to Section 4.8(d) (without necessarily identifying each or any of them individually in
such designation), each having a nameplate capacity not exceeding 30 MW; plus

(b)  any hydroelectric generating facility or facilities specifically designated
by Powerex pursuant to Section 4.8(d) having a nameplate capacity not exceeding 30 MW and
being located within a Control Area; plus

(c) any generating facility or facilities designated by Powerex pursuant to
Section 4.8(d) of the type referred to in Part 1 of Appendix A and located within a Control Area;
plus

(d) any generating facility or facilities designated by Powerex pursuant to
Section 4.8(d) of a type referred to in Part 2 Appendix A and located within a Control Area,
provided that LADWP has agreed, pursuant to Section 4.8(f), to the type of generating facility
being designated.

“FERC” means the Federal Energy Regulatory Commission, or any successor agency thereto.

“Firm Transmission” means transmission that cannot be curtailed within an operating hour for
economic reasons or bumped by higher priority transmission within the operating hour.

4
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“Force Majeure” has the meaning set forth in Section 12.5 hereof.
“Gains” has the meaning set forth in Section 10.4(h)(i).

“Guarantor” of a Party means a third party that guarantees payment of the Party’s obligations
under this Agreement to the other Party under a guarantee that is in full force and effect.

“LADWP Approvals” means the authorizations and approvals required in order for LADWP to
execute and deliver this Agreement, including approval of the Board of Commissioners and Los
Angeles City Council and applicable waiting periods.

“Letter of Credit Failure” has the meaning set forth in Section 7.9.

“Los Angeles City Council” means the City Council of the City, or any successor.
“Losses” has the meaning set forth in Section 10.4(h)(ii).

“Moody’s” means Moody’s Investors Service, Inc., or its successor.

“MW?” means megawatts.

“MWh” means megawatt-hours.

“NERC” means the North American Electric Reliability Council or its successor organization, if
any.

“NOB” means the Nevada-Oregon Border, at the point where LADWP’s and BPA’s electric
systems meet on the Pacific Intertie DC Transmission Line.

“Non-Defaulting Party” has the meaning set forth in Section 10.3.

“Non-Performing Party” means Powerex where used in Section 4.6 with reference to Section
4.4 and means LADWP where used with reference to Section 4.5 (or vice versa if Section 4.7(e)

applies).
“Pacific Prevailing Time” means the time in Los Angeles, California.

“Performance Assurance” means, in respect of a Party, Cash or an Eligible Letter of Credit,
valued as follows:

(a) Cash shall be valued at 100% of its face value;
(b) Eligible Letters of Credit shall be valued at 100% their face value.

“Performing Party” means LADWP where used in Section 4.6 with reference to Section 4.4
and means Powerex where used with reference to Section 4.5 (or vice versa if Section 4.7(e)

applies).
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“Person” means any individual, corporation, partnership, joint venture, limited liability
company, association, joint stock company, trust, unincorporated organization, entity,
government or other political subdivision.

“Point of Delivery” means:

(a) NOB, delivered North to South (or South to North in the case of return
pursuant to Section 4.7); or

(b) such other point of delivery as the Parties may agree from time to time;
or

(c) such other point of delivery as the Parties’ schedulers may agree to on a
temporary basis from time to time.

“Posted Performance Assurance” means Performance Assurance posted for the benefit of the
Secured Party.

“Posting Party” has the meaning set forth in Section 7.5.

“Power Revenue Fund” means the fund in the City’s treasury known as the “Power Revenue
Fund” to which all revenue from every source collected by LADWP in connection with its
possession, management and control of the Power Assets is required to be deposited and
credited.

“Power Assets” means all electric energy rights, lands, rights-of-way, sites, facilities and
property used for the generation, transportation, distribution and delivery of power for the benefit
of the City, its inhabitants and its customers and all other interests of the City related to its
energy business under the possession, management and control of the Board of Commissioners.

“Powerex’s Guarantor” means British Columbia Hydro and Power Authority.

“Present Value Rate” means the sum of 0.50% plus the yield reported on page “USD” of the
Bloomberg Financial Markets Services Screen (or, if not available, any other nationally
recognized trading screen reporting on-line intraday trading in United States government
securities) at 11:00 a.m. (New York City, New York time) for the United States government
securities having a maturity that matches the average remaining Term.

“Pricing Date” means the date, determined in accordance with Section 2.4, on which the Pricing
Refresh Mechanism is applied to determine the Renewable Energy Price.

“Pricing Refresh Mechanism” means the “Pricing Refresh Mechanism” attached as
Appendix E, including its Attachments 1, 2 and 3, to be used to establish the Renewable Energy
Price to be inserted in Section 5.1(a) at the Effective Date.

“Prudent Utility Practices” means those practices, methods, and equipment, as changed from
time to time, that are commonly used in prudent engineering and operations to design and
operate electric equipment lawfully and with safety, dependability, efficiency, and economy,

11975.58762.GMC.2726185.15 LA000127
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including any applicable practices, methods, acts, guidelines, standards and criteria of FERC,
NERC, WECC and all applicable Requirements of Law.

“Qualified Institution” means the United States office of a commercial bank or trust company
organized under the laws of the United States of America or a political subdivision thereof or a
foreign bank with a branch office located in the United States and, in either case, having a Credit
Rating of “A” or higher by S&P or “A2” or higher by Moody’s and having a minimum asset
base of at least U.S. $10 billion.

“Reference Brokers” means Prebon Energy Inc. and ICAP Energy LLC.
“Reference Indices” has the meaning set forth in the Pricing Refresh Mechanism.

“Reference Price” means the price per MWh identified as the “Reference Price” in the Pricing
Refresh Mechanism for purposes of determining the Renewable Energy Price at the Effective
Date by applying the Pricing Refresh Mechanism.

“Reference Price Sheets” has the meaning set forth in the Pricing Refresh Mechanism.

“Renewable Energy” in any hour means Delivered Energy that is attributed to generation from
the Facilities in accordance with Section 5.2(a) (and deemed to be Renewable Energy delivered
under this Agreement in accordance with Section 5.2(d), if the Concurrent Agreement is in
effect) and is accordingly sold and purchased with Renewable Energy Credits.

“Renewable Energy Credits” means all attributes of an environmental nature that are created or
otherwise arise from one MWh of Delivered Energy that is Renewable Energy, including, but not
limited to tags, certificates or similar products or rights that may be associated with the Facilities
as “green” or “renewable” electric generation resources. These attributes include all credits,
allowances, offsets and similar rights issued, recognized, created or otherwise arising and
associated with Delivered Energy that is Renewable Energy which may be used to claim
responsibility for ownership of, any avoidance or reduction of emissions or pollutants, including,
but not limited to mercury, nitrogen oxide, sulfur dioxide, carbon dioxide, carbon monoxide,
particulate matter or similar pollutants or contaminants of air, water or soil, under any
governmental, regulatory or voluntary program, including the United Nations Framework
Convention on Climate Change and related Kyoto Protocol or other program.

“Renewable Energy Price” means the price in U.S. dollars per MWh for Renewable Energy
that is sold and purchased under this Agreement, being the price set forth in Section 5.1(a).

“Renewable Reference Price” means the price per MWh identified as the “Renewable
Reference Price” in the Pricing Refresh Mechanism, which the Parties acknowledge is the price
they would have agreed as the “Renewable Energy Price” if both Parties had executed this
Agreement on the Agreement Reference Date; the Renewable Reference Price will be adjusted in
accordance with the Pricing Refresh Mechanism to establish the Renewable Energy Price for the
Term of this Agreement.

“Replacement Price” means the price at which LADWP, acting in a commercially reasonable
manner, effects a purchase of substitute electric energy in place of Energy not delivered by

7
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Powerex hereunder or, absent such a purchase, the market price for such quantity of electric
energy, as determined by LADWP in a commercially reasonable manner, at the Point of
Delivery; provided that the Replacement Price shall not include any premium or other amount
paid or payable to replace the Energy not delivered by Powerex with electric energy from
renewable sources or paid or payable for Renewable Energy Credits associated with replacement
electric energy.

“Requirement of Law” or “Requirements of Law” means any applicable U.S. or Canadian
federal, provincial, state and local laws, statutes, regulations, rules, codes or ordinances enacted,
adopted, issued or promulgated by any U.S. or Canadian federal, provincial, state, local or other
governmental authority or regulatory body.

“Resale Price” means the price at which Powerex, acting in a commercially reasonable manner,
effects a resale of Energy not received by LADWP hereunder or, absent such a resale, the market
price for such quantity of Energy at the Point of Delivery as determined by Powerex in a

‘commercially reasonable manner; provided that the Resale Price shall not include any premium

or other amount paid or payable on the basis that the Energy is attributed to renewable sources or
is sold with any associated Renewable Energy Credits.

“Returned Energy” has the meaning set forth in Section 4.7(b).

“S&P” means Standard & Poor’s Rating Group (a division of The McGraw-Hill Companies,
Inc.) or its successor.

“Secured Party” has the meaning set forth in Section 7.5.

“Specified Transmission Path” means the transmission path specified by Powerex in
accordance with Section 4.8(d) for delivery of Delivered Energy from the source Control Area of
a Facility to the Point of Delivery and, if applicable, within the source Control Area.

“System Emergency” means,

(a) in the case of LADWP, an emergency condition or situation which
affects the ability of LADWP’s electric system to receive Energy at the Point of Delivery; and

(b) in the case of Powerex, (i) emergency conditions affecting generation
and/or transmission capability in the Control Area in British Columbia that could adversely
affect BC Hydro’s ability to supply its domestic load, to the extent Powerex has designated
Facilities in the Control Area in British Columbia; (ii) emergency conditions in the Control
Area where any Facility is located affecting the ability of the source Control Area to deliver
Energy, to the extent Powerex has designated Facilities in any Control Area other than the
Control Area in British Columbia.

“Term” has the meaning set forth in ARTICLE III.

“Termination Payment” means in the case of a Default, the amount to liquidate this
Agreement, as calculated pursuant to Section 10.4.
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“WECC” means the Western Electricity Coordinating Council, or any successor entity thereto.

Section 1.2 Interpretation. In this Agreement, unless a clear contrary
intention appears:

(a) the singular number includes the plural number and vice versa;

(b) reference to any Person includes such Person’s successors and assigns
but, in case of a Party hereto, only if such successors and assigns are permitted by this
Agreement, and reference to a Person in a particular capacity excludes such Person in any other
capacity or individually;

(c) reference to any gender includes the other;

(d) reference to any agreement (including this Agreement), document,
instrument or tariff means such agreement, document, instrument or tariff as amended or
modified and in effect from time to time in accordance with the terms thereof and, if applicable,
the terms hereof;

(e) capitalized words or capitalized phrases that are not defined herein but
that have common trade or technical meanings in the electricity industry in the WECC region
will have such meanings;

() reference to any Requirement of Law means such Requirement of Law as
amended, modified, codified or reenacted, in whole or in part, and in effect from time to time,
including, if applicable, rules and regulations promulgated thereunder;

(g) reference to any Article, Section, or Appendix means such Article of this
Agreement, Section of this Agreement, or Appendix to this Agreement, as the case may be, and
references in any Article or Section or definition to any clause means such clause of such
Article or Section or definition;

(h) “hereunder”, “hereof”’, “hereto” and words of similar import shall be
deemed references to this Agreement as a whole and not to any particular Article or Section or
other provision hereof or thereof;

(1) “including” (and with correlative meaning “include”) means including
without limiting the generality of any description preceding such term;

) relative to the determination of any period of time, “from” means “from

and including”, “to” means “to but excluding” and “through” means “through and including™;
and

(k) reference to time shall always refer to Pacific Prevailing Time.
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ARTICLE 11
CONDITIONS PRECEDENT AND DETERMINATION OF RENEWABLE ENERGY
PRICE

Section 2.1 Conditions Precedent. This Agreement has been executed and
delivered by Powerex at the Agreement Reference Date subject to each of the following
conditions precedent:

(a) Powerex has obtained all approvals of this Agreement by its senior
management and its Board of Directors, as Powerex determines in its sole discretion are
required, and Powerex has notified LADWP of the satisfaction or waiver of this condition on or
before March 5, 2007,

(b) LADWP submits this Agreement to the Board of Commissioners for
approval at its March 6, 2007 board meeting and this Agreement is approved by the Board of
Commissioners at that meeting without conditions;

(c) LADWP gives Powerex at least 2 Business Days notice of the date and
time that this Agreement will be posted on LADWP’s website or will otherwise be made
available to any member of the public;

(d)  the Renewable Energy Price determined on the Pricing Date in
accordance with the Pricing Refresh Mechanism is not less than US $60.00 per MWh or more
than US $89.50 per MWh;

(e) the Renewable Energy Price, determined in accordance with the Pricing
Refresh Mechanism and strictly in accordance with the process set out in Section 2.4, is
inserted by LADWP in Section 5.1(a) and LADWP executes and delivers this Agreement, on
the day following the Pricing Date and by the time specified in Section 2.4(g);

§3) LADWP executes and delivers this Agreement (with the Renewable
Energy Price inserted pursuant to Section 2.1(e)) on or before March 28, 2007; and

(2) LADWP executes and delivers the Concurrent Agreement, concurrently
with execution and delivery of this Agreement, and upon execution and delivery by LADWP all
conditions precedent under Section 2.1 of the Concurrent Agreement have been met and
satisfied, or waived by Powerex.

Section 2.2 Conditions Precedent for benefit of Powerex. The conditions
precedent in Section 2.1 are for the sole benefit of Powerex and may be waived in writing by
Powerex in whole or in part. LADWP shall provide Powerex with timely information that will
allow Powerex to determine whether and when the conditions precedent in Section 2.1 (except
Section 2.1(a)) are expected to be met and satisfied.

Section 2.3 Failure of Conditions Precedent. If any of the conditions
precedent in Section 2.1 are not met and satisfied, or waived by Powerex in writing, then
Powerex may by notice to LADWP withdraw its delivery of this Agreement and LADWP shall
forthwith return to Powerex each copy of this Agreement executed by Powerex. Upon giving
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1 such notice, this Agreement shall not be capable of becoming effective and neither Party shall
2 have any liability to the other Party in consequence of this Agreement or negotiations leading
3 up to execution thereof by Powerex and/or LADWP.

4 Section 2.4 Process for establishing Renewable Energy Price. The Parties
5 agree that the process and timing for applying the Pricing Refresh Mechanism to establish the
6 Renewable Energy Price and execution and delivery of this Agreement by LADWP shall be as
i3 follows:

8 (a) LADWP shall give Powerex telephone notice (to 604-891-5091 to any
9 one of Anthony Des Lauriers, Dan O’Hearn, Murray Margolis or Miles Federspiel, in each case

10 in person) on a Business Day as soon as the LADWP Approvals have been obtained and
11 LADWP is prepared to execute this Agreement;

12 (b) If the foregoing notice is given before 11:00 a.m. on any day, the ‘Notice
13 Day’ for purposes of Section 2.4(c) shall be deemed to be that day. If given after 11:00 a.m. on
14 any day, the “Notice Day’ shall be deemed to be the following Business Day.

15 (c) The Pricing Date shall be a Monday, Tuesday or Wednesday, determined
16 as follows:

i Notice Day Pricing Date

18 Wednesday, Thursday, Friday the following Monday (or Tuesday if
19 Monday is not a Business Day)

20 Monday Tuesday

21 Tuesday Wednesday

22 provided that if the day following the Pricing Date as determined above is not a Business Day,
23  the Pricing Date shall be the next Business Day that is a Monday, Tuesday or Wednesday and
24 that is followed by a Business Day.

25 (d) The Pricing Refresh Mechanism shall be applied on the Pricing Date,
26 using the Reference Price Sheets and Reference Indices, in each case at close of trading on the
27 Pricing Date.

28 (e) Before 9:00 a.m. on the day following the Pricing Date, Powerex shall
29 determine the Renewable Energy Price in accordance with the Pricing Refresh Mechanism and
30 shall give notice of the Renewable Energy Price to LADWP, together with (i) Reference Price
31 Sheets and Reference Price Indices, and (ii) calculation sheets showing the calculations
32 pursuant to the Pricing Refresh Mechanism to determine the Renewable Energy Price.

33 ® If the Renewable Energy Price determined in accordance with the Pricing

34 Refresh Mechanism is higher than US $89.50 or lower than US $60.00 Powerex shall, at the
35 same time as giving notice of the Renewable Energy Price to LADWP under Section 2.4(e),
36 advise LADWP whether it waives the condition precedent in Section 2.1(d). If Powerex does

11
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not waive the condition precedent in Section 2.1(d), it shall be deemed to have exercised its
right to withdraw delivery of this Agreement as provided for under Section 2.3.

(2) Provided the Renewable Energy Price determined in accordance with the
Pricing Refresh Mechanism is not higher than US $89.50, LADWP shall execute and deliver
this Agreement and as evidence thereof shall return the executed signature page to Powerex (in
accordance with the provisions of Section 12.21) by 2:00 p.m. on the day following the Pricing
Date. If it fails to do so, Powerex may by notice to LADWP withdraw its delivery of this
Agreement and LADWP shall forthwith return to Powerex each copy of this Agreement
executed by Powerex. Upon giving such notice, this Agreement shall not be capable of
becoming effective and neither Party shall have any liability to the other Party in consequence
of this Agreement or negotiations leading up to execution thereof by Powerex and/or LADWP.

(h) If the Renewable Energy Price determined in accordance with the Pricing
Refresh Mechanism is higher than US $89.50, LADWP may either:

(1) execute and deliver this Agreement, with the Renewable Energy
Price inserted, notwithstanding that is higher than US $89.50, and as evidence thereof
shall return the executed signature page to Powerex, in accordance with the provisions of
Section 12.21, by 2:00 p.m. on the day following the Pricing Date, or

(i1) give notice to Powerex that it will not proceed with this
Agreement, in which case Powerex shall be deemed to have withdrawn its delivery of
this Agreement and LADWP shall forthwith return to Powerex each copy of this
Agreement executed by Powerex. Upon giving such notice, this Agreement shall not be
capable of becoming effective and neither Party shall have any liability to the other Party
in consequence of this Agreement or negotiations leading up to execution thereof by
Powerex and/or LADWP.

(1) If LADWP fails to either execute and deliver this Agreement in
accordance with Section 2.4(h)(i) or give notice in accordance with Section 2.4(h)(ii) by
2:00 p.m. on the day following the Pricing Date, LADWP shall be deemed to have given notice
in accordance with Section 2.4(h)(ii).

() For greater certainty, this Agreement is not capable of becoming
effective by execution by LADWP, except strictly in accordance with the process set out in this
Section 2.4. If either Party fails to strictly comply with this Section 2.4, then, unless strict
compliance is waived in writing by the other Party, Powerex may by notice to LADWP
withdraw its delivery of this Agreement and LADWP shall forthwith return to Powerex each
copy of this Agreement executed by Powerex. Upon giving such notice, this Agreement shall
not be capable of becoming effective and neither Party shall have any liability to the other Party
in consequence of this Agreement or negotiations leading up to execution therecof by Powerex
and/or LADWP.

12
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ARTICLE 111
TERM AND EARLY TERMINATION

Section 3.1 Effective Date and Term. This Agreement shall become legally
effective and binding on the Parties on the Effective Date and only provided that each of the
conditions precedent set forth in Section 2.1 is met and satisfied or waived by Powerex. The
sale and purchase of Energy hereunder shall have a term (the “Term”) of four (4) years and nine
(9) months commencing on the Commencement Date.

Section 3.2 Survivability. The provisions of ARTICLE IX, ARTICLE X
and ARTICLE XI shall survive the termination of this Agreement. The provisions of
ARTICLE VII and ARTICLE VIII shall continue in effect after termination to the extent
necessary to provide for final billing and adjustments related to any period prior to termination
of this Agreement, including payment of any money due and owing pursuant to this Agreement.

Section 3.3 Early Termination. This Agreement may be terminated upon
the exercise of the Parties’ rights to terminate pursuant to Section 10.3, Section 10.6 or Section
12.5(e).

Section 3.4 Early Termination by Mutual Agreement. This Agreement
may be terminated upon mutual agreement of the Parties.

ARTICLE IV
PURCHASE OF ENERGY

Section 4.1 Sale and Purchase Obligation. Powerex shall, unless excused
by Force Majeure (including a System Emergency), deliver and sell to LADWP and LADWP
shall, unless excused by Force Majeure (including a System Emergency), receive and purchase
25 MWh of Energy (the “Contract Quantity”) each hour during the Term at the Point of
Delivery. The sole remedy for a failure to deliver or receive Energy to be sold and delivered
hereunder shall be as set forth in Section 4.4 and Section 4.5. )

Section 4.2 Operating Reserves. In connection with the sale and purchase
of Delivered Energy under this Agreement, Powerex shall hold operating reserves in the source
Control Area(s) from which the Delivered Energy is scheduled. The operating reserves
required to be held shall be as required by WECC at the Agreement Reference Date.

Section 4.3 Source Control Area. Delivered Energy shall be scheduled by
Powerex from a Control Area, provided that nothing in this Agreement requires that Delivered
Energy be scheduled or tagged from any one or more specific Facilities located in the source
Control Area.

Section 4.4 Failure to Deliver the Contract Quantity. If Powerex fails to
deliver the Contract Quantity in any hour, unless excused by Force Majeure or LADWP’s
failure to perform, then Powerex shall be liable to LADWP for (i) the product of the amount
(whether positive or negative), if any, by which the Replacement Price differed from the Energy
Price (Replacement Price — Energy Price) and the amount by which the quantity provided by
Powerex was less than the hourly Contract Quantity; plus (ii) the amount of transmission
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charge(s), if any, for firm transmission service incurred to achieve the Replacement Price, less
the reduction, if any, in transmission charge(s) achieved as a result of the reduction in
Powerex's schedule or delivery (based on LADWP’s reasonable commercial effort to achieve
such reduction). If the total amount for any hour calculated under this Section 4.4 is negative,
then Powerex shall not be obligated to pay any amount under this Section 4.4.

Section 4.5 Failure to Receive the Contract Quantity. If LADWP fails to
receive the Contract Quantity in any hour, unless excused by Force Majeure or Powerex’s
failure to perform, LADWP shall be liable to Powerex for (i) the product of the amount
(whether positive or negative), if any, by which the Energy Price differed from the Resale Price
(Energy Price — Resale Price) and the amount by which the quantity received by LADWP was
less than the hourly Contract Quantity; plus (ii) the amount of transmission charge(s), if any, for
firm transmission service which Powerex incurred to achieve the Resale Price, less the
reduction, if any, in transmission charge(s) achieved as a result of the reduction in LADWP's
receipt of Energy (based on Powerex’s reasonable commercial efforts to achieve such
reduction). If the total amount for any hour calculated under this Section 4.5 is negative, then
LADWP shall not be obligated to pay any amount under this Section 4.5.

Section 4.6 Additional Provisions for Non-Delivery/Non-Receipt. The
following provisions shall also apply in the case of an unexcused failure to deliver or receive
the hourly Contract Quantity:

(a) The Non-Performing Party shall pay any amount due from it under this
section within the billing period as specified in Section 8.1.

(b) The Parties agree that the amounts recoverable under Section 4.4 and
Section 4.5 are a reasonable estimate of loss and not a penalty, and represent the sole and
exclusive remedy for the Performing Party. Such amounts are payable for the loss of bargain
and the loss of protection against future risks.

(c) Each Party agrees that it has a duty to mitigate damages in a
commercially reasonable manner to minimize any damages it may incur as a result of the other
Party’s performance or non-performance of this Agreement.

(d) In the event the Non-Performing Party disputes the calculation of the
damages under Section 4.4 or Section 4.5, the Non-Performing Party shall pay the full amount
of the damages as required by Section 8.1 to the Performing Party. After informal dispute
resolution as required by Section 11.1(a), any remaining dispute involving the calculation of the
damages shall be referred to binding dispute resolution as provided by ARTICLE XI. If
resolution or agreement results in a refund, the refund shall be made forthwith together with
interest at the rate provided for in Section 8.1(a).

Section 4.7 Delivery of Non-Renewable Energy.

(a) Powerex expects that, subject to Force Majeure, generation from the
Facilities will be at least equivalent to the Contract Quantity each hour. However, the Parties
acknowledge that at the time of delivering Delivered Energy to LADWP hereunder, Powerex

14
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will not be able to determine whether there is equivalent generation that can be attributed to the
Facilities so that the Delivered Energy is Renewable Energy.

(b) If it is subsequently determined pursuant to Section 5.2 that any
Delivered Energy delivered by Powerex in any hour of a month (the “Delivery Month™) was not
Renewable Energy, then LADWP shall return to Powerex at the Point of Delivery (or such
other point of delivery as the Parties” schedulers may agree), an amount of energy (“Returned
Energy”) equal to the amount of Delivered Energy delivered in the Delivery Month that was not
Renewable Energy. Returned Energy shall be returned to Powerex in accordance with Section
4.7(c).

(c) The Parties shall use commercially reasonable efforts to negotiate
satisfactory arrangements for return of the Returned Energy, including dates, hours and
quantities, by at least 3 Business Days before the beginning of the second calendar month
following the Delivery Month. Failing agreement on satisfactory arrangements for return by 3
Business Days before the beginning of such month, Returned Energy shall be returned on the
same hour and on the same date as the date of delivery but in the second following calendar
month or, if there is no corresponding date in such second following calendar month, on the last
day of the second following calendar month, in the same hours as the hours of delivery;
provided that if LADWP would be obliged to return more than the Contract Quantity of
Returned Energy in any hour, LADWP may, at its election, deliver any excess Returned Energy
in the same hour of the immediately following day, or, if Returned Energy cannot be delivered
in such hour (because the quantity to be returned exceeds the Contract Quantity), the same hour
of the immediately following day, and so on until all Returned Energy is delivered. By way of
example only, Delivered Energy that is not Renewable Energy and is delivered Hour Ending
(HE) 1000 on January 3, 2007, would be returned HE 1000 on March 3, 2007; Delivered
Energy that is not Renewable Energy delivered HE 2300 on December 31, 2006 would be
returned HE 2300 on the last day of February, 2007. Notwithstanding the foregoing provisions
of this Section 4.7(c), the Parties’ schedulers may from time to time agree to other arrangements
for return of Returned Energy.

(d) Powerex shall pay LADWP the Energy Price for each MWh of Returned
Energy returned to Powerex at the Point of Delivery pursuant to this Section 4.7.

(e) If LADWP fails to deliver or Powerex fails to receive Returned Energy
when agreed to be delivered, then the provisions of Section 4.4 and Section 4.5 shall apply with
necessary changes, except that references to “Powerex” in those Sections and in the definitions
of “Replacement Price” and “Resale Price” shall be to “LADWP”, and vice versa.

® LADWP shall schedule delivery of Returned Energy in accordance with
normal pre-scheduling practices, including timelines and procedures, except as the Parties’
schedulers may otherwise agree from time to-time.

(2) LADWP shall be responsible for obtaining the transmission and for the
transmission costs and losses to deliver Returned Energy to the Point of Delivery and Powerex
shall be responsible for obtaining the transmission and for the transmission costs and losses to
deliver Returned Energy from and after the Point of Delivery.

15
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Section 4.8 Guaranteed Percentage of Renewable Energy.

(a) At the Agreement Reference Date, Powerex intends and expects that,
except in unusual or unforeseen circumstances, 100% of Delivered Energy in any hour will be
Renewable Energy and, in accordance with Section 4.7(b), LADWP shall return an amount of
energy equivalent to Delivered Energy that is not Renewable Energy. Notwithstanding the
foregoing intention and expectation, Powerex shall have no liability if less than 100% of
Delivered Energy in any hour is Renewable Energy unless in each of two consecutive rolling
12-month periods during the Term the aggregate quantity of Renewable Energy delivered in
each such 12-month period is less than 90% of the Aggregate Contract Quantity for such
period.

(b) If the aggregate quantity of Renewable Energy delivered in each of two
consecutive rolling 12-month periods during the Term is less than 90% of the Aggregate
Contract Quantity for each such period, then Powerex shall be deemed to be in Default pursuant
to Section 10.1(h) and LADWP may exercise the termination rights provided for in Section
10.3. The right to terminate this Agreement pursuant to Section 10.3 shall be the sole remedy
for such a failure.

(c) To meet the Renewable Energy percentages referred to in Section 4.8(a),
Powerex shall have the right to deliver Energy attributed to any Facility designated by Powerex
pursuant to Section 4.8(d), provided that the Energy is scheduled from the Control Area where
the Facility is located. For greater certainty, Facilities may be located in one or more Control
Areas and Powerex may change its designation of Facilities for each Contract Year under
Section 4.8(d).

(d) Powerex shall by notice to LADWP, given at least ten (10) days before
the commencement of the Term and thereafter at least ninety (90) days before the
commencement of each Contract Year, designate one or more Facilities to which Delivered
Energy may be attributed, the Control Area in which each such Facility is located and the
Specified Transmission Path for delivering Delivered Energy attributed to each such Facility.
A designation shall apply with respect to the Contract Year that commences immediately
following such designation. If Powerex fails to designate Facilities or one or more Control
Areas for any Contract Year by the time specified above in this Section 4.8(d), the designation
for the previous Contract Year shall be deemed to continue.

(e) Powerex may by notice to LADWP from time to time request that
LADWP agree to include one or more control areas in the definition of “Control Area”, in
addition to control areas referred to in clause (i) of that definition. In such case, Powerex shall
consult with LADWP regarding such additional control area(s) and reliability of schedules
therefrom. LADWP shall notify Powerex that it either agrees or does not agree to including
such control area(s) in the definition of “Control Area” within thirty (30) days of receiving
Powerex’s notice, failing which LADWP shall be deemed to agree to include such control area
within such definition. LADWP shall not withhold its agreement unreasonably.

() Powerex may by notice to LADWP from time to time request that

LADWP agree to one or more types of generating facilities referred to in Part 2 of Appendix A
for purposes of clause (d) of the definition of “Facilities”. In such case, Powerex shall consult
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with LADWP regarding such type(s) of generating facilities and shall provide sufficient
information to permit LADWP to make an informed decision. LADWP shall notify Powerex
that it either agrees or does not agree to including such type(s) of generation for purposes of
clause (d) of the definition of “Facilities” within thirty (30) days of receiving Powerex’s notice,
failing which LADWP shall be deemed to agree to include such type(s) within such definition.
LADWP shall not withhold its agreement unreasonably.

(2) Nothing in Section 4.8(d) shall give Powerex the right to change the
Point of Delivery without agreement by LADWP or its schedulers.

ARTICLE V
PRICING FOR DELIVERED ENERGY

Section 5.1 Pricing for Delivered Energy.

(a) Subject to Section 5.1(b), LADWP shall pay Powerex $75.67 per MWh
(the “Renewable Energy Price”) for each MWh of Delivered Energy delivered by Powerex at
the Point of Delivery during the Term.

(b) If Delivered Energy in any hour is not Renewable Energy, then the price
for that Delivered Energy (the “Energy Price”) shall be the Renewable Energy Price reduced by
$4.50 per MWh.

Section 5.2 Renewable Energy.

(a) Delivered Energy shall be attributed to the aggregate generation from the
Facilities for any hour without any action of either Party, as long as the aggregate generation
from the Facilities for that hour, rounded down to the nearest whole MWHh, is equal to or greater
than the quantity of Delivered Energy in that hour scheduled from the Control Area(s) where
the Facilities are located. Delivered Energy may be attributed to generation from one or more
different Facilities located in one or more different Control Areas each hour.

(b) If the quantity of Delivered Energy in an hour exceeds the aggregate
generation from the Facilities for that hour (rounded down to the nearest whole MWh), the
excess Delivered Energy will not be Renewable Energy and shall be returned to Powerex in
accordance with Section 4.7(b).

(c) Attributing Delivered Energy to the aggregate generation from the
Facilities shall in no way require that generation be scheduled or tagged from such Facilities or
actually transmitted from any such Facilities to the Point of Delivery.

(d)  For so long as the Concurrent Agreement is in effect, the following
provisions shall apply for determining the quantity of Renewable Energy delivered each hour
for purposes of Section 4.7 and Section 4.8 of each of this Agreement and the Concurrent
Agreement:

(1) If the aggregate Renewable Energy delivered under this Agreement
and the Concurrent Agreement in any hour is 50 MWh, 25 MWh shall be deemed to be

17
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Renewable Energy delivered under this Agreement and 25 MWh shall be deemed to be
Renewable Energy delivered under the Concurrent Agreement

(i1) If the aggregate Renewable Energy delivered under this Agreement
and the Concurrent Agreement in any hour is less than 50 MWh, then:

(A) Powerex may specify a quantity that is in excess of half
(but not less than half) of that aggregate Renewable Energy that shall be deemed
to be delivered under this Agreement in that hour, up to a maximum of 25 MWh,

(B)  the remaining quantity (if any) of that aggregate Renewable
Energy shall be deemed to be delivered under the Concurrent Agreement,

(ii1))  Powerex shall specify any quantity deemed to be delivered under
Section 5.2(d)(ii)(A) in the bills for that month submitted to LADWP pursuant to Section
8.1 of each of this Agreement and the Concurrent Agreement. If Powerex does not
specify an amount for any hour in those bills, half of that aggregate Renewable Energy
shall be deemed to be delivered under this Agreement and the other half shall be deemed
to be delivered under the Concurrent Agreement.

Section 5.3 Renewable Energy Credits. The Parties agree that the
amounts paid by LADWP pursuant to Section 5.1(a) include compensation for one Renewable
Energy Credit associated with each MWh of Delivered Energy that is Renewable Energy
purchased by LADWP pursuant to this Agreement and that LADWP is entitled to utilize any
and all such Renewable Energy Credits to (i) meet any voluntary, statutory or regulatory
mandate to own, construct or contract for the purchase of renewable energy produced using
small hydroelectric generators (or other types of generation referred to Appendix A); (ii) meet
the requirements of any green pricing program by which LADWP resells the power to retail
customers as green or renewable energy; and (iii) offset, avoid, reduce or obtain credit for any
reduction of pollutants or air emissions created by LADWP’s electric operating facilities.
Powerex makes no representation or warranty whatsoever that Renewable Energy or Renewable
Energy Credits sold hereunder do or will meet any of the foregoing mandates or requirements
referred to in clauses (i) and (ii) above or are or will be effective for the purposes referred to in
clause (iii) above. Powerex represents that (i) any Facilities designated will, (A) if they are not
hydroelectric generating facilities, be other facilities of the type referred to in Part 1 of
Appendix A (or Part 2, with agreement of LADWP); and (B) if they are hydroelectric
generating facilities, have a nameplate capacity not exceeding 30 MW, and (ii) Powerex will
not use, sell or otherwise transfer Renewable Energy Credits associated with Delivered Energy
to third parties. The Parties agree that LADWP is entitled to utilize any and all Renewable
Energy Credits associated with Delivered Energy commencing on the Commencement Date and
for the Term.

Section 5.4 Quantity of Energy delivered. Powerex shall specify the
quantity of Delivered Energy in each hour of a month that is Renewable Energy in the bill for
that month delivered to LADWP pursuant to Section 8.1. Such bill shall be deemed to be an
attestation by Powerex as to the quantity of Renewable Energy delivered. The quantity of

Delivered Energy that is Renewable Energy shall be subject to audit by LADWP pursuant to

Section 8.4.
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Section 5.5 Mobile-Sierra. Both parties agree that the standard of review for
changes to this Agreement proposed by a Party, a non-party or FERC acting sua sponte, shall be
the “public interest” standard of review set forth in United Gas Pipe Line Co. v. Mobile Gas
Service Corp., 350 U.S. 332 (1956) and Federal Power Commission v. Sierra Pacific Power
Co., 350 U.S. 348 (1956) (the "Mobile-Sierra" doctrine).

ARTICLE VI
TAXES, ENVIRONMENTAL CREDITS AND SCHEDULING

Section 6.1 Taxes.

(a) Powerex is liable for and shall pay, or cause to be paid, or reimburse
LADWP for if LADWP has paid, all taxes applicable to the sale and purchase of Delivered
Energy (including any Renewable Energy Credits associated therewith) that arise prior to the
Point of Delivery.

(b) LADWP is liable for and shall pay, cause to be paid, or reimburse
Powerex for if Powerex has paid, all taxes applicable to the sale and purchase of Delivered
Energy (including any Renewable Energy Credits associated therewith) arising at and from the
Point of Delivery, including any taxes imposed or collected by the City or any taxing authority
with jurisdiction over LADWP.

(c) During the Term, as between Powerex and LADWP, Powerex shall pay
or cause to be paid all present or future taxes or fees applicable to the Facilities. Powerex or the
owner thereof shall receive the benefit of any new tax credits, allowances, or other credits
related to the Facilities.

Section 6.2 Environmental Credits. Powerex shall obtain in its own name
and at its own expense or ensure that the owner of the Facilities obtains at its own expense any
and all pollution or environmental credits or offsets necessary to operate the Facilities in
compliance with any Requirements of Law applicable to the operation thereof.

Section 6.3 Scheduling of Energy.

(a) Powerex shall be responsible for reserving and scheduling any
transmission required to deliver Energy to the Point of Delivery. Powerex shall schedule
deliveries of Energy in accordance with normal scheduling practices.

(b) All Energy shall be delivered on Firm Transmission over the Specified
Transmission Path.

(c) Powerex shall be solely responsible for the costs of transmission and all
transmission losses up to the Point of Delivery, and LADWP shall be solely responsible for the
costs of transmission and all transmission losses at, from and after the Point of Delivery.

(d) In the event of a transmission curtailment or interruption (as described in
Section 12.5(d)) on the Specified Transmission Path, Powerex shall immediately notify
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LADWP of the curtailment, and the magnitude of the curtailment. The transmission
curtailment shall be deemed a Force Majeure in accordance with Section 12.5(d).

ARTICLE VII
CREDIT SUPPORT

Section 7.1 Powerex’s Credit Support. Within three (3) Business Days
after the Effective Date, Powerex shall provide LADWP with a guarantee issued by Powerex’s
Guarantor in substantially the form attached as Appendix C, guaranteeing the financial
obligations of Powerex under this Agreement as provided for therein.

Section 7.2 Credit Provisions. The provisions of this ARTICLE VII shall
apply to the purchase and sale of Renewable Energy hereunder.

Section 7.3  Collateral Threshold. The Collateral Threshold of a Party for
purposes of this Agreement at any time shall be the lower of (i) the amount set forth in the table
immediately below opposite the lowest Credit Rating for the Party (Party X) (or Party X’s
Guarantor), if any, as determined by Moody’s or S&P or (ii) the amount of the dollar limit in
the guarantee provided by Party X’s Guarantor at the time.

~Collateral Threshold Credit Rating Credit Rating
(in U.S. dollars) (Moody’s) (S&P)
$12,500,000 Aaa AAA
$10,000,000 Aal, Aa2 or Aa3 AA+, AA or AA-
$7.500,000 Al, A2 or A3 A+, A or A-
$3,500,000 Baal or Baa2 BBB+ or BBB
$2,500,000 Baa3 BBB-
$0 Below Baa3 or not rated Below BBB- or not rated

11975.58762. GMC.2726185.15

Provided, however, that Party X’s Collateral Threshold for this Agreement shall be zero if a
Default with respect to Party X or its Guarantor has occurred and is continuing.

Section 7.4 Powerex Collateral Threshold. Powerex may at any time
and from time to time (including at the time of a request by LADWP for Performance
Assurance) increase the amount of the guarantee provided by Powerex’s Guarantor up to the
amount set forth in the table above opposite the lowest Credit Rating for Powerex’s Guarantor
and Powerex’s Collateral Threshold shall be increased accordingly. No such increase shall
become effective until Powerex has provided LADWP with a new guarantee or an amended
guarantee (in substantially the form of guarantee attached as Appendix C). If the operation of
the foregoing results in the sum of Powerex’s Posted Performance Assurance, if any, plus
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Powerex’s Collateral Threshold being in excess of its Termination Payment (rounding upwards
to the next multiple of $250,000), then Powerex may request that Powerex’s Posted Performance
Assurance be reduced accordingly and LADWP shall comply with such request and return any
excess Posted Performance Assurance within three (3) Business Days. For greater certainty, the
return of excess Posted Performance Assurance shall include any execution and delivery by
LADWP to Powerex, at the request of Powerex, of a written consent to any amendment to an
Eligible Letter of Credit held by LADWP reducing the authorized principal amount thereof by an
amount not exceeding such excess.

Section 7.5 Exceeding Collateral Threshold. At any time after the
Effective Date, and regardless of whether a Default has occurred, if the Termination Payment
that would be payable by a Party (“Party X) upon termination of this Agreement for Party X’s
Default, as computed by the other Party (“Party Y™), exceeds the Collateral Threshold of Party X
plus Party X’s Posted Performance Assurance, if any, Party Y (the “Secured Party”) may request
that Party X (the “Posting Party”) provide Performance Assurance to Party Y in an amount equal
to the amount by which Party X’s Termination Payment at that time would exceed Party X’s
Collateral Threshold plus Party X’s Posted Performance Assurance, if any (rounding upwards to
the next multiple of $250,000). If a Default has occurred with respect to the Secured Party, then
in such case, for so long as the Default continues, the Non-Defaulting Party shall compute the
Termination Payment on behalf of the Secured Party.

Section 7.6 Posting of Performance Assurance. The Posting Party shall
deliver the Performance Assurance by the end of the third Business Day after receipt of such
written request, provided such written request is received by the Posting Party on or before
10:00 a.m. on the date of receipt, otherwise Performance Assurance shall be delivered by the end
of the fourth Business Day, and failure to do so shall constitute a Default pursuant to Section
10.1(e). If at any time the total amount of Posted Performance Assurance provided by the
Posting Party exceeds the amount by which the Posting Party’s Termination Payment exceeds
the Posting Party’s Collateral Threshold, then on any Business Day, the Posting Party, at its sole
cost, may request a reduction of the Posted Performance Assurance to the amount by which the
Posting Party’s Termination Payment, as computed by the Secured Party, exceeds the Posting
Party’s Collateral Threshold (rounding upwards to the next multiple of $250,000). At the request
of the Posting Party from time to time the Secured Party shall compute the Posting Party’s
Termination Payment and give notice thereof to the Posting Party. In such case, the Secured
Party shall redeliver to the Posting Party the requested Performance Assurance within three (3)
Business Days of the request. For greater certainty, the redelivery of Performance Assurance
shall include any execution and delivery by the Secured Party to the Posting Party, at the request
of the Posting Party, of a written consent to any amendment to an Eligible Letter of Credit held
by the Secured Party reducing the authorized principal amount thereof by an amount not
exceeding the amount of the reduction of Performance Assurance requested by the Posting Party
pursuant to this Section 7.6.

Section 7.7  Disputes regarding requested Performance Assurance. If a
Posting Party disputes the amount of Performance Assurance requested by the Secured Party,
then the Posting Party shall notify the Secured Party of the existence and nature of the dispute
not later than 4:00 p.m. on the next Business Day after the Secured Party has requested
Performance Assurance. Notwithstanding this section and the giving of such notice, the Posting
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Party shall provide Performance Assurance to satisfy its collateral requirement as specified in
Section 7.6 pending resolution of the dispute. In all such cases, the Parties thereafter shall
promptly negotiate in good faith in order to reconcile or resolve the dispute. If the Parties fail to
resolve the dispute on or before the second Business Day following the date the notice is given
by the Posting Party contesting the Performance Assurance request, then the Termination
Payment shall be calculated using the average of the quotations obtained by the Secured Party
from three (3) dealers or brokers in electricity and/or forward contracts for electricity.

Section 7.8  Holding Posted Performance Assurance.

(a) If a Posting Party is required to provide Performance Assurance, rather
than providing Cash or an Eligible Letter of Credit to the Secured Party, the Posting Party may
provide Cash to a Controller to be held pursuant to a Control Agreement.

(b) When requested by the Posting Party, the Secured Party shall enter into a
Control Agreement with the Posting Party’s Controller.

(c) If Performance Assurance is held by the Posting Party’s Controller, the
following conditions shall apply:

(1) Posted Performance Assurance in the form of Cash may be held
only in the United States;

(i)  The Controller shall hold the Posted Performance Assurance in a
deposit account within the Controller with the title of such account indicating that the
property contained therein is being held as Posted Performance Assurance for the
ownership of the Posting Party, subject to the security interest of the Secured Party;

(iii)  Such deposit account shall be segregated from the Posting Party’s
funds; and

(iv)  The initial Controller for the Posting Party shall be designated by
the Posting Party in writing prior to providing Performance Assurance in response to the

Secured Party’s first request for Performance Assurance.

(d)  Performance Assurance in the form of Cash may be provided to and held
by the Secured Party (and not by a Controller of the Posting Party) if and for so long as the
following conditions apply:

(1) the Secured Party is not a Defaulting Party;

(i) Posted Performance Assurance in the form of Cash is held only in
the United States;

(iii)  the Secured Party or Secured Party’s Guarantor has a Credit Rating
of at least Baa2 by Moody’s and BBB by S&P;

22

11975.58762.GMC.2726185.15 LA000143




W N =

~N Oy B

o0

10
11
12
13
14
15
16

17

18
19

20
21

22
23
24

25
26
27

28
29

30
31
32
33

34
35
36
37

(e) If and for so long as the conditions in Section 7.8(d)(i) and Section
7.8(d)(iii) apply then, notwithstanding any provision of the California Commercial Code to the
contrary, the Secured Party shall have the right to:

(1) sell, pledge, re-hypothecate, assign, invest, use, commingle or
otherwise dispose of, or otherwise use in its, business any Performance Assurance it
holds, free from any claim or right of any nature whatsoever of the Posting Party,
including any equity or right of redemption by the Posting Party; and

(i)  register any Performance Assurance in the name of the Secured
Party.

(H To the extent the Posting Party requests that Performance Assurance be
substituted, then the Posting Party shall be entitled to substitute one form of Performance
Assurance for the other form of Performance Assurance (which, for greater certainty, shall
include the substitution of Cash held under a Control Agreement for an Eligible Letter of Credit
and vice versa) upon three (3) Business Day’s notice to the Secured Party and the Secured Party
shall take all reasonable steps at the Posting Party’s expense to facilitate the substitution of such
Performance Assurance.

Section 7.9  Letter of Credit Failure.

(a) For the purposes of this transaction, “Letter of Credit Failure” shall
mean, with respect to an Eligible Letter of Credit Issuer:

(1) a failure to renew or substitute an Eligible Letter of Credit by no
later than 30 calendar days prior to expiry thereof;

(ii)  the Eligible Letter of Credit Issuer fails to maintain a Credit Rating
of at least “A” by S&P and at least “A2” by Moody’s or fails to maintain an asset base of
at least U.S.$10 billion;

(iii)  the Eligible Letter of Credit Issuer fails to comply with or perform
its obligations under such Eligible Letter of Credit if such failure continues after the lapse
of any applicable grace period;

(iv)  the Eligible Letter of Credit Issuer disaffirms, disclaims, repudiates
or rejects, in whole or in part, or challenges the validity of, such Eligible Letter of Credit;

(v)  such Eligible Letter of Credit expires or terminates, or fails or
ceases to be in full force and effect for purposes of this Agreement (other than in
accordance with its terms) at any time during the a period in which Posted Performance
Assurance is required;

(vi)  with respect to the Eligible Letter of Credit Issuer, such issuer
becomes bankrupt or such entity consolidates or amalgamates with, or merges with or
into, or transfers all or substantially all of its assets to, another entity and, at the time of
such consolidation, amalgamation, merger or transfer, the resulting, surviving or
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transferee entity fails to assume all the obligations of such Party under this transaction to
which it or its predecessor was a Party by operation of law or pursuant to an agreement
reasonably satisfactory to the other Party.

(b)  No Letter of Credit Failure shall occur with respect to an Eligible Letter
of Credit after the time such Eligible Letter of Credit is required to be cancelled or returned in
accordance with the terms of this Agreement. Unless otherwise agreed in writing by the
Parties, each Eligible Letter of Credit shall be provided in such a manner as is mutually agreed
in writing by the Parties or is customary in the relevant market, and each Eligible Letter of
Credit shall be maintained for the benefit of the Secured Party.

(c) When providing Eligible Letters of Credit, the Posting Party may
increase the amount of an outstanding Eligible Letter of Credit or procure one or more
additional Eligible Letters of Credit. In all cases, the costs and expenses (including but not
limited to the reasonable costs, expenses and attorney’s fees of the Secured Party) of
establishing, renewing, substituting, canceling and increasing the amount of one or more
Eligible Letters of Credit (as the case may be) shall be borne by the Posting Party.

ARTICLE VIII
BILLING and PAYMENT

Section 8.1 Billing and Payment. Billing and payment for the power
purchases by LADWP under this Agreement and for any other amounts due and payable by
either Party hereunder shall be as follows:

(a) Subject to Section 8.1(e) on or before the 10" day of the month following
a month in which deliveries occur hereunder, Powerex shall render one bill to LADWP
showing (i) the Delivered Energy during the preceding month, (ii) the quantity of Delivered
Energy that is Renewable Energy and the quantity of Delivered Energy, if any, that is not
Renewable Energy, (iii) the amount, if any, payable by either Party to the other pursuant to
Section 4.4 or Section 4.5, and (iv) the aggregate amount payable by LADWP for Delivered
Energy (net of amounts, if any, payable for Energy returned by LADWP to Powerex pursuant
to Section 4.7) , at the address set forth in Appendix B or such other address as is provided by
LADWP in writing. LADWP shall pay such bills rendered by Powerex l':g/ wire transfer to the
accounts designated on the bills rendered by Powerex on or before the 20™ day of the month in
which the bill was received or the 10™ day after receipt of the bill, whichever is later; provided
that if the 20" day of the month or the 10" day after receipt falls on a non-Business Day then
the due date shall be the next Business Day. Bills or portions of bills which are not paid by the
due date shall thereafter accrue an interest charge at the rate of one percent (1.0%) per month or
the maximum rate permitted by law, whichever is less, from and including the date payment
was due to but excluding the date such payment is made.

(b) Any amount which, through audit or corrections to metering data or
discovery of inadvertent errors, is determined to have been overpaid shall be repaid as soon as
such correction or discovery is made, together with interest at the rate of one percent (1.0%) per
month or the maximum rate permitted by law, whichever is less, from and including the date
payment was made to but excluding the date such repayment is made. Any amount which,
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through audit or corrections to metering data or discovery of inadvertent errors, is determined to
have been underpaid shall be paid, without interest, as soon as such correction or discovery is
made.

(c) A Party shall have the right to dispute the accuracy of any bill or
payment only for a period of two (2) years from the date on which the bill was initially
delivered. If a Party’s records reveal that a bill was not delivered, then the Party may deliver to
the other Party a bill within two (2) years from the date on which the bill would have been
delivered under Section 8.1(a). The right to payment is waived with respect to any amounts not
billed within such two (2) year period.

(d) In the event any portion of any bill is in dispute, the disputed amount
shall nonetheless be paid under protest when due. The Party disputing a payment shall
promptly notify the other Party in writing of the basis for the dispute. Disputes shall be
discussed and resolved by the Authorized Representatives, who shall use their best efforts to
amicably and promptly resolve the disputes, and any failure to agree shall be subject to
resolution in accordance with ARTICLE XI. Upon resolution of any dispute, the required
amount of payment or refund shall be paid within five (5) Business Days after such
determination, with interest accrued at the rate of one percent (1.0%) per month or the
maximum rate permitted by law, whichever is less, computed from and including the due date
to but excluding the date such payment or refund is paid.

(e) In the event a Party fails to deliver or receive the Contract Quantity in
any hour, the Non-Performing Party shall pay to the Performing Party the amount payable, if
any, pursuant to Section 4.4 or Section 4.5, as applicable, within five (5) Business Days of
demand by the Performing Party, failing which demand, such amount shall be payable in
accordance with Section 8.1(a).

Section 8.2 Annual Accounting. Within sixty (60) days after the end of each
Contract Year, Powerex shall provide LADWP with an accounting for the Contract Year then
ended. Such accounting shall break down deliveries of Delivered Energy during the year by the
type of generating facility (for example, the percentage attributed to small hydro, wind and
other renewable generation types), and by Control Area.

Section 8.3 Records and Audits. Powerex and LADWP shall each keep
complete and accurate records and all other data required by each of them for the purposes of
proper administration of this Agreement, including such records as may be required by
applicable regulatory authorities. To facilitate payment and verification, Powerex and LADWP
shall keep all books and records necessary for billing and payments and grant the other Party
access to those records to the extent required to verify billings and payment. Powerex and
LADWP, at their own expense, shall have the right to audit and to examine the billing and
operating records and data kept by the other Party relating to the administration of this
Agreement at any time during the Term. All such records and data shall be maintained by each
Party throughout the Term and for a period of not less than three (3) years following the
termination hereof. All such audits and examinations shall be conducted upon reasonable
notice and during normal business hours.
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Section 8.4 Audit to confirm Renewable Energy. LADWP shall have the
right at any time upon reasonable notice to Powerex to audit records and other information
within Powerex’s control as may be necessary to verify that Delivered Energy sold and
purchased under this Agreement in any hour is attributable to generation from the Facilities and
is accordingly Renewable Energy. Such records shall include available generation records
and/or meter data. Powerex shall use commercially reasonable efforts to procure access for
LADWP to generation records and meter data with respect to the Facilities that are necessary to
verify that generation from the Facilities in any hour is equal to or exceeds the amount of
Delivered Energy for that hour. If an audit establishes a discrepancy of more than five (5)
percent between the quantity of Delivered Energy billed to LADWP as Renewable Energy and
the quantity of Delivered Energy attributable to generation from the Facilities in any period,
then Powerex will reimburse LADWP for the reasonable cost of its audit as it relates to that
period.

Section 8.5 Power Revenue Fund. Any amounts payable by LADWP under
this Agreement shall be payable solely from the LADWP Power Revenue Fund. LADWP
represents that the financial statements issued by LADWP with respect to the “Power System
(Energy Services)” from time to time reflect the assets, liabilities and financial condition of the
Power Revenue Fund. Other than the Power Revenue Fund, no other fund or account held by
or on behalf of LADWP or the City of Los Angeles (or any other division thereof) may be used
to satisfy any such obligations.

ARTICLE IX
REPRESENTATIONS AND WARRANTIES

Section 9.1 Representations and Warranties by LADWP. LADWP makes
the following representations and warrants to Powerex:

(a) LADWP is a department of the City of Los Angeles duly organized,
validly existing and in good standing under the laws of the State of California and has the legal
power and authority to own its properties, to carry on its business as now being conducted and
to enter into this Agreement and carry out the transactions contemplated hereby and perform
and carry out all covenants and obligations on its part to be performed under and pursuant to
this Agreement.

(b) The Power Revenue Fund is established in and by the Charter and under
the provisions of the Charter, all revenue from every source collected by LADWP in connection
with its possession, management and control of the Power Assets is required to be deposited in
the City Treasury to the credit of the Power Revenue Fund.

(c) All amounts of any kind that may become owing or payable under this
Agreement from time to time are properly payable out of the Power Revenue Fund.

(d) Any and all acts, conditions and things required to exist, to happen and to
be performed, precedent to and in the incurring of LADWP’s obligations under this Agreement
exist, have happened and have been performed in due time, form and manner, as required by
the Constitution and statutes of the State of California and the Charter and all ordinances of the
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City and the obligations under this Agreement, together with all other indebtedness of LADWP
and the City payable out of the Power Revenue Fund, is within every debt and other limit
prescribed by the Constitution and statutes of the State of California and the Charter.

(e) LADWP has complied with all Requirements of Law and all
requirements and practices of the City, in each case relating to procurement of goods or services
and that are applicable to the processes and negotiations leading to the execution of this
Agreement.

) The execution, delivery and performance by LADWP of this Agreement
have been duly authorized by all necessary action, and do not and will not require any consent
or approval of LADWP’s Board of Commissioners or the Los Angeles City Council, other than
that which has been obtained.

(g)  The execution and delivery of this Agreement, the consummation of the
transactions contemplated hereby and the fulfillment of and compliance with the provisions of
this Agreement do not and will not conflict with or constitute a breach of or a default under, any
of the terms, conditions or provisions of any Requirements of Law, or any organizational
documents, agreement, deed of trust, mortgage, loan agreement, other evidence of indebtedness
or any other agreement or instrument to which LADWP is a party or by which it or any of its
property is bound, or result in a breach of or a default under any of the foregoing.

(h) This Agreement constitutes the legal, valid and binding obligation of
LADWP enforceable in accordance with its terms, except as such enforceability may be limited
by bankruptcy, insolvency, reorganization or similar laws relating to or affecting the
enforcement of creditors’ rights generally or by general equitable principles, regardless of
whether such enforceability is considered in a proceeding in equity or at law.

(1) There is no pending, or to the knowledge of LADWP, threatened action
or proceeding affecting LADWP before any governmental authority which purports to affect
the legality, validity or enforceability of this Agreement.

Section 9.2 Representations and Warranties by Powerex. Powerex makes
the following representations and warranties:

(a) Powerex is a corporation, duly organized, validly existing and in good
standing under the laws of the British Columbia, is qualified to do business in the State of
California and has the legal power and authority to own its properties, to carry on its business as
now being conducted and to enter into this Agreement and, subject to the receipt of the
regulatory approvals, carry out the transactions contemplated hereby and perform and carry out
all covenants and obligations on its part to be performed under and pursuant to this Agreement.

(b) Subject to each of the conditions precedent in Section 2.1 being met and
satisfied or waived, Powerex has complied with all Requirements of Law and all of its
requirements and practices, in each case relating to sale of electricity and that are applicable to
the processes and negotiations leading to the execution of this Agreement.
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(c) The execution, delivery and performance by Powerex of this Agreement
(subject to each of the conditions precedent in Section 2.1 being met and satisfied or waived)
have been duly authorized by all necessary action, and do not and will not require any consent
or approval of Powerex’s Board of Directors or equity holders other than that which has been
obtained.

(d) The execution and delivery of this Agreement, the consummation of the
transactions contemplated hereby and the fulfillment of and compliance with the provisions of
this Agreement, do not and will not conflict with or constitute a breach of or a default under,
any of the terms, conditions or provisions of any Requirements of law, or any organizational
documents, agreement, deed of trust, mortgage, loan agreement, other evidence of indebtedness
or any other agreement or instrument to which Powerex is a Party or by which it or any of its
property is bound, or result in a breach of or a default under any of the foregoing, and Powerex
has obtained all permits, licenses, approvals and consents of governmental authorities required
for the lawful performance of its obligations hereunder, except as referred to in Section 12.5(e).

(e) Subject to each of the conditions precedent in Section 2.1 being met and
satisfied or waived, this Agreement will constitute the legal, valid and binding obligation of
Powerex enforceable in accordance with its terms, except as such enforceability may be limited
by bankruptcy, insolvency, reorganization or similar laws relating to or affecting the
enforcement of creditors’ rights generally or by general equitable principles, regardless of
whether such enforceability is considered in a proceeding in equity or at law.

() There is no pending, or to the knowledge of Powerex, threatened action
or proceeding affecting Powerex before any governmental authority which purports to affect the
legality, validity or enforceability of this Agreement.

ARTICLE X
DEFAULT; TERMINATION AND REMEDIES;
AND CALCULATION OF TERMINATION PAYMENT

Section 10.1 Default. Each of the following events or circumstances shall
constitute a “Default” by the responsible Party (the “Defaulting Party”):

(a) Payment Default. Failure to pay any amount when due under this
Agreement, which is not cured within three (3) Business Days after receiving notice thereof
from the other Party .

(b)  Performance Default. Failure to perform any of its duties or obligations
under this Agreement, when and as due (other than the failure to make any payment) which is
not cured within thirty (30) calendar days after receipt of notice thereof from the other Party;
provided that a failure to deliver or receive the Contract Quantity as provided for hereunder
shall not constitute a “Default” as long as the Party failing to deliver or receive such Energy
pays the amount, if any, provided for in Section 4.4 or Section 4.5 as the case may be, within
the time specified in Section 8.1.

(c) Inaccuracy of Representations and Warranties. Inaccuracy of any
representations and warranties made herein at the time made or deemed to be made.

28

11975.58762.GMC.2726185.15 LA000149




(=) W B W N

o o0

11
12

13
14
15
16
17

18
19
20
21

22
23

24
25

26
27

28

29
30
31

32
33
34
33

36
37

(d)  Bankruptcy. Bankruptcy of the Defaulting Party.

(e) Performance Assurance Failure. The failure by the Defaulting Party to
provide Performance Assurance to the other Party in the form, amount and within the time limit
provided for in ARTICLE VII or to redeliver Performance Assurance when required to do so
pursuant to ARTICLE VII.

() Guarantor Defaults. With respect to its Guarantor, if any:

(1) if a material representation or warranty made by the Guarantor in
connection with this Agreement, is false or misleading in any material respect when made
or when deemed made or repeated; or

(i)  the failure of the Guarantor to make any payment required in any
guarantee made in connection with this Agreement, and such failure shall not be
remedied within three (3) Business Days after notice; or

(iii)  the institution, with respect to the Guarantor, by the Guarantor or
by another person or entity of a bankruptcy, reorganization, moratorium, liquidation or
similar insolvency proceeding or other relief under any bankruptcy or insolvency law
affecting creditor's rights or a petition is presented or instituted for its winding-up or
liquidation; or

(iv)  the failure, without written consent of the other Party, of a
Guarantor's guarantee to be in full force and effect for purposes of this Agreement (other
than in accordance with its terms) prior to the satisfaction of all obligations of such Party
under this Agreement; or

(v) the Guarantor shall repudiate, disaffirm, disclaim, or reject, in
whole or in part, or challenge the validity of, any guarantee.

(g) Letter of Credit Failure. A Letter of Credit Failure with respect to the
Defaulting Party.

(h)  Renewable Energy Percentage Default. Default by Powerex pursuant to
Section 4.8(b).

(1) Controller Default. With respect to its Controller:

(i) failure by the Controller to pay any amount when due under a
Control Agreement which is not cured within three (3) Business Days after receiving
notice thereof from the other Party; or

(i))  failure by the Controller to perform any of its duties or obligations
under a Control Agreement, when and as due (other than the failure to make any
payment) which is not cured within thirty (30) calendar days after receipt of notice
thereof from the other Party; or

(iii)  inaccuracy of any representations and warranties made in a Control
Agreement at the time made or deemed to be made.
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Section 10.2  Default Remedy.

If either Party is in Default, the other Party may without further notice exercise any rights and
remedies provided herein or otherwise available at law or in equity, including the right to
terminate this Agreement pursuant to Section 10.3.

Section 10.3 Termination for Default.

(a) If Default occurs, the Party that is not the Defaulting Party (the
“Non-Defaulting Party”) shall possess the right to terminate this Agreement upon notice (by
facsimile or other reasonable means) to the Defaulting Party, such notice of termination to be
effective immediately upon receipt. If the Non-Defaulting Party fails to exercise this right of
termination within thirty (30) days following the time when the Default (other than a Default
referred to in Section 10.1(h)) becomes known (or more than thirty days if the Non-Defaulting
and Defaulting Parties agree to an extension), then such right of termination shall no longer be
available to the Non-Defaulting Party as a remedy for the event(s) of Default; provided,
however, this thirty day requirement for exercising termination rights shall not apply to defaults
pursuant to Section 10.1(d) and Section 10.1(f). If LADWP fails to exercise this right of
termination within thirty (30) days following the time when a Default referred to in Section
10.1(h) first becomes known to LADWP (or more than thirty days if Parties agree to an
extension), then such right of termination shall no longer be available to LADWP as a remedy
for that event of Default and the right of termination for any subsequent Default under Section
10.1(h) that is based on any part of the same delivery period as the previous Default shall not be
available until such time as six (6) months has passed from when the previous Default first
became known to LADWP. LADWP shall notify Powerex upon a Default referred to in
Section 10.1(h) becoming known to it.

(b)  Upon termination, the Non-Defaulting Party shall liquidate this
Agreement as soon as practicable. The Termination Payment shall be calculated in accordance
with Section 10.4. The Termination Payment shall be the sole and exclusive remedy for the
Non-Defaulting Party for termination of this Agreement for the time period beginning at the
time notice of termination under this Section 10.3 is received.

(c) Upon termination, the Non-Defaulting Party may withhold any payments
it owes the Defaulting Party for any obligations incurred prior to termination under this
Agreement until the Defaulting Party pays the Termination Payment to the Non-Defaulting
Party. The Non-Defaulting Party shall possess the right to set-off the amount due it under this
Section 10.3 by any such payments due the Defaulting Party as provided in Section 10.4(d).

Section 10.4  Calculation of Termination Payment. The Non-Defaulting
Party shall calculate the Termination Payment as follows:

(a) The Gains and Losses shall be determined by comparing the value of the
remaining term, Contract Quantity, delivery schedule, Point of Delivery, and Energy Price
under this Agreement had it not been terminated to the equivalent quantities and relevant
market prices (excluding the market price of any renewable energy attributes similar to
Renewable Energy Credits) for the remaining Term either quoted by a bona fide third party
offer or which are reasonably expected to be available in the market under a replacement
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contract for this Agreement. To ascertain the market prices of a replacement contract, the Non-
Defaulting Party may consider, among other valuations, quotations from dealers in energy
contracts and bona fide third party offers, all adjusted for the length of the remaining Term and
differences in transmission. It is expressly agreed that the Non-Defaulting Party shall not be
required to enter into replacement transactions in order to determine the Termination Payment.
If Powerex is the Non-Defaulting Party then, as full compensation for loss of sale of the
Renewable Energy Credits associated with the Contract Quantity, the Losses calculated above
shall be increased by $4.50 per MWh multiplied by the Contract Quantity and further
multiplied by the number of hours in the remaining Term. If LADWP is the Non-Defaulting
Party then, as full compensation for loss of the Renewable Energy Credits associated with the
Contract Quantity, the Losses calculated above shall be increased by $4.50 per MWh multiplied
by the Contract Quantity and further multiplied by the number of hours in the remaining Term.

(b) The Gains and Losses calculated under Section 10.4(a) shall be
discounted to present value using the Present Value Rate as of the time of termination (to take
account to the period between the time notice of termination was effective and when such
amount would have otherwise been due if this Agreement had been performed in full).

(c) The Non-Defaulting Party shall set off or aggregate, as appropriate, its
Gains and Losses (as calculated in Section 10.4(a)) and Costs and notify the Defaulting Party.
If the Non-Defaulting Party's aggregate Losses and Costs exceed its aggregate Gains, after any
aggregation or set-off as provided in Section 10.4(e), the Defaulting Party shall within three (3)
Business Days of receipt of such notice, pay the Termination Payment to the Non-Defaulting
Party, which amount shall bear interest at the Present Value Rate from the time notice of
termination was received until paid. Subject to Section 10.4(d), if the Non-Defaulting Party's
aggregate Gains exceed its aggregate Losses and Costs, the Non-Defaulting Party, after any
aggregation or set-off as provided in Section 10.4(e), shall pay the remaining amount to the
Defaulting Party within three (3) Business Days of the date notice of termination was received
including interest at the Present Value Rate from the time notice of termination was received
until the Defaulting Party receives payment.

(d) In the case of a Default pursuant to Section 10.1(h), if LADWP’s
aggregate Gains exceed its aggregate Losses and Costs, then LADWP shall not be obligated to
pay the remaining amount to Powerex, without prejudice to LADWP’s obligation to pay any
amounts otherwise owing to Powerex under this Agreement.

(e) The Non-Defaulting Party shall aggregate or set off, as appropriate, at its
election, any or all other amounts accruing due or owing between the Parties under this
Agreement (including amounts accruing due or owing for Energy delivered by either Party for
which payment has not then been received) against (i) the amount by which the Non-Defaulting
Party's aggregate Losses and Costs exceed its aggregate Gains, or (ii) the amount by which the
Non-Defaulting Party's aggregate Gains exceed its aggregate Losses and Costs, so that all such
amounts are aggregated and/or netted to a single, liquidated amount. The single, liquidated
amount shall be referred to in this Agreement as the “Termination Payment” to the extent it is
payable by the Defaulting Party to the Non-Defaulting Party.
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® (i) If the Non-Defaulting Party owes the Defaulting Party monies
under this Section 10.4, then notwithstanding the three (3) Business Day payment
requirement detailed above, the Non-Defaulting Party may elect to pay the Defaulting
Party the monies owed under this Section 10.4 over the remaining Term. The
Non-Defaulting Party may make this election by providing notice to the Defaulting
Party within three (3) Business Days of the notice being provided to terminate and
liquidate under this Section 10.4. The Non-Defaulting Party shall provide the
Defaulting Party with the details on the method for recovering the monies owed over the
remaining Term. That method shall ensure that the Defaulting Party receives a payment
each month through the end of the Term which allows it to receive the monies which
would have been due it under Section 10.4(c) and Section 10.4(e) in total (to be
recovered over the Term to replicate as closely as possible the payment streams under
this Agreement) provided that the discounting using the Present Value Rate referenced
in Section 10.4(b) shall not be reflected in determining the amounts to be recovered
under this provision. Any disputes as to the methodology shall be resolved pursuant to
the dispute resolution procedures in ARTICLE XI.

(i)  This Section 10.4(f) and the rights and obligations under it shall
survive termination of this Agreement.

(iii)  The Party owed monies under this Section 10.4(f) shall have the
right to request Performance Assurance consistent with ARTICLE VII even after
termination of this Agreement.

(iv)  If the Party owing money defaults on its payment obligations
consistent with Section 10.1(a) or defaults with regard to providing performance
assurance consistent with Section 10.1(e), then the other Party shall have the right (by
notice) at any time after the Party owing money defaults to require that Party to pay all
monies owed under this Agreement within three (3) Business Days of receipt of the
notice. The monies to be paid under this accelerated payment provision shall be the
remaining amounts to be paid under this Agreement reflecting a discount using the
Present Value Rate from the date of the notice.

(g)  If the Defaulting Party disagrees with the calculation of the Termination
Payment and the Parties cannot otherwise resolve their differences, the calculation issue shall
be submitted to informal dispute resolution as provided in Section 11.1(a) and thereafter
binding dispute resolution as provided for in ARTICLE XI. Pending resolution of the dispute,
the Defaulting Party shall pay the full amount of the Termination Payment calculated by the
Non-Defaulting Party within three (3) Business Days (except if the option under Section 10.4(f)
has been invoked in which case the payment times in that provision would apply) of receipt of
notice of termination as set forth in Section 10.4(c) and Section 10.4(e) subject to the
Non-Defaulting Party refunding, with interest, at the Present Value Rate, any amounts
determined to have been overpaid.
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(h)  For purposes of this Section 10.4:

(i) "Gains" means the economic benefit (exclusive of Costs), if any,
resulting from the termination of this Agreement, determined in a commercially
reasonable manner as calculated in accordance with this Section 10.4;

(i1) "Losses" means the economic loss (exclusive of Costs), if any,
resulting from the termination of this Agreement, determined in a commercially
reasonable manner as calculated in accordance with this Section 10.4;

(iii) "Costs" means brokerage fees, commissions and other similar
transaction costs and expenses reasonably incurred in terminating any specifically related
arrangements or entering into arrangements which replace this Agreement, transmission
and ancillary service costs associated therewith, and excluding attorneys' fees, if any,
incurred in connection with the Non-Defaulting Party enforcing its rights with regard to
this Agreement. The Non-Defaulting Party shall use reasonable efforts to mitigate or
eliminate these Costs.

(iv) In no event, however, shall a Party's Gains, Losses or Costs
include any penalties or similar charges imposed by the Non-Defaulting Party.

Section 10.5 Delivery of Performance Assurance. Upon calculation of the
Termination Payment or the amount payable by the Non-Defaulting Party to the Defaulting
Party pursuant to Section 10.4(c), the Secured Party, to the extent it is owed either such amount,
shall be entitled to require the Controller to deliver up any Performance Assurance and/or shall
be entitled to draw down any necessary amount under any Eligible Letter of Credit and, after
calculation of the Termination Payment or such amount owing by the Non-Defaulting Party,
apply any amounts held by it in satisfaction of any such amount owed to it. Any excess amount
shall be returned to the Posting Party (including any undrawn letters of credit) and the Secured
Party shall instruct any Controller to return any unapplied Cash to the Posting Party.

Section 10.6 Powerex Termination Right.

(a) In addition to all other rights under this Agreement, Powerex shall have
the right, which may be exercised at any time during the Term, to terminate this Agreement if
BC Hydro wishes to retain or acquire for its system requirements a significant part or all of the
Energy (including capacity) that Powerex would otherwise deliver under this Agreement during
the following Contract Year. Powerex shall give LADWP at least six (6) months notice of its
intent to terminate this Agreement, specifying the effective date of the termination. Such notice
shall include written attestation from BC Hydro that BC Hydro wishes to retain or acquire a
significant part or all of such Energy for its system requirements.

(b)  Upon termination in accordance with Section 10.6(a), the provisions of
Section 10.3(b), Section 10.3(c) and Section 10.4 shall apply with necessary changes, provided
that references to “Defaulting Party” shall be deemed to be references to Powerex and
references to “Non-Defaulting Party” shall be references to LADWP, (although the Parties
agree that Powerex shall not be considered to be in default hereunder). Except as may be
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provided for in Section 10.3(b), Section 10.3(c) and Section 10.4, Powerex shall have no
liability to LADWP resulting from termination in accordance with Section 10.6(a).

ARTICLE XI
DISPUTE RESOLUTION

Section 11.1 Dispute Resolution. Disputes under this Agreement between
Powerex and LADWP shall be resolved in accordance with the provisions of this ARTICLE XI.

(a) Any Claim shall, at the request of either Party, be referred to a senior
representative of each of the Parties for resolution on an informal basis as promptly as
practicable. In the event the senior representatives are unable to resolve the dispute within
thirty (30) calendar days of such referral or such other period as the Parties may mutually agree,
either Party may submit the matter to binding arbitration in accordance with Section 11.1(b)
through Section 11.1(d).

(b) Any claim, counterclaim, demand, cause of action, dispute, and
controversy arising out of or relating to this Agreement or the relationship established by this
Agreement, any provision hereof, the alleged breach thereof, or in any way relating to the
interpretation or the subject matter of this Agreement, involving the Parties and/or their
respective representatives (a “Claim”), even though any such Claim allegedly is extra-
contractual in nature, whether such Claim sounds in contract, tort, or otherwise, at law or in
equity, under state or federal law, whether provided by statute or the common law, for damages
or any other relief, shall be resolved exclusively by binding arbitration pursuant to the
Commercial Arbitration Rules of the American Arbitration Association (“AAA”) and may not
be resolved by a law suit. Each Party hereby represents that is has read, understood and agrees
to use the AAA rules in connection herewith. If Powerex initiates arbitration it shall first
comply with the claim filing requirements of California Government Code Section 901 et seq,
to the extent such requirements are applicable.

(c) The place of arbitration shall be Los Angeles, California. The language
of the arbitration shall be English. It is agreed that the arbitrators shall have no jurisdiction or
authority to award treble, exemplary or punitive damages of any type under any circumstances
whether or not such damages may be available under any applicable law, and each of the parties
hereby waive their rights, if any, to recover any such damages. To the fullest extent permitted
by law, the parties shall maintain in confidence the fact that an arbitration has been
commenced, all documents and information exchanged during the course of the arbitration
proceeding, and the arbitrators' award, provided that each of the parties shall be entitled to
disclose such matters to their own officers, directors and employees, their professional advisors
and other representatives as necessary for the purposes of conducting the arbitration, and may
make such disclosures in the course of legal proceedings as may be required to pursue any legal
right arising out of or in connection with the arbitration. The Parties understand and agree,
however, that the LADWP is subject to and must comply with the California Public Records
Act, Government Code Section 6250 ef seq, and the Ralph M. Brown Act, Government Code
Section 54950 et seq, and al other requirements pertaining to open government.
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(d) If any applicable law or statute authorizes any form of court proceeding
in any of the courts of the United States that in any way arises out of or is related to an
arbitration conducted pursuant to this Agreement (“Related Proceedings™), then, to the extent
that any such matter is in whole or in part eligible for resolution by a United States District
Court, whether or not the dispute may in whole or in part also be eligible for resolution in a
state court, each Party irrevocably:

(i) submits to the exclusive jurisdiction of the United States District
Court located in the City of Los Angeles, California for the purposes of such Related
Proceedings; and

(ii) waives any objection which it may have at any time to the laying
of venue of any Related Proceedings brought in any such court, waives any claim that
such Related Proceedings have been brought in an inconvenient forum, and further
waives the right to object, with respect to such Related Proceedings, that such court does
not have any jurisdiction over such Party. Nothing in this Agreement precludes either
Party from bringing a proceeding in any jurisdiction to enforce an arbitration award or
any judgment enforcing an arbitration award, nor shall the bringing of such proceedings
in any one or more jurisdictions preclude the bringing of enforcement proceedings in any
other jurisdiction.

(e) Nothing in this ARTICLE XI shall be construed to delay the exercise of
remedies pursuant to Section 10.2 pending the resolution of any dispute.

ARTICLE XII
MISCELLANEOUS

Section 12.1 Authorized Representative. Each Party shall designate an
Authorized Representative who shall be authorized to act on its behalf with respect to those
matters contained herein (each an “Authorized Representative™), which shall be the functions
and responsibilities of such Authorized Representatives. Each Party may also designate an
alternate who may act for the Authorized Representative. Within thirty (30) calendar days after
execution of this Agreement, each Party shall notify the other Party in writing of the identity of
its Authorized Representative, and alternate if designated, and shall promptly notify the other
Party of any subsequent changes in such designation. The Authorized Representatives shall
have no authority to alter, modify, or delete any of the provisions of this Agreement.

Section 12.2 Notices. Unless otherwise provided, all notices, requests and
demands under this Agreement shall be given in writing. All written notices, requests and
demands under this Agreement shall be deemed properly sent if delivered in person or sent by
facsimile transmission or courier to the persons and addresses specified in Appendix B. A
notice, request or demand shall be deemed given when actually received at the address
specified in Appendix B.

Section 12.3 Regulatory Compliance. Each Party shall at all times comply
with all applicable laws, ordinances, rules and regulations applicable to it. As applicable, each
Party shall give all required notices, shall use best efforts to procure and maintain all necessary
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governmental permits, licenses, and inspections necessary for performance of this Agreement,
and shall pay its respective charges and fees in connection therewith.

Section 12.4 No Dedication of Facilities. Any undertaking by one Party to
the other Party under any provisions of this Agreement shall not constitute the dedication of the
system or any portion thereof of either Party to the public or to the other Party or any other
person or entity, and it is understood and agreed that any such undertaking by either Party shall
cease upon the termination of such Party’s obligations under this Agreement.

Section 12.5 Force Majeure.

(a) Neither Party shall be considered to be in default in the performance of
any of its obligations under this Agreement (other than the obligations of a Party to make
payment of amounts due under this Agreement) when the failure of performance shall be due to
a Force Majeure despite all reasonable efforts of such Party to prevent or mitigate its effects. A
Party which is not able to perform its obligations under this Agreement shall give a written
detailed description of the Force Majeure to the other Party within a reasonable time following
the triggering of the event(s), which notice shall include information with respect to the nature,
cause and date of commencement of such event, and the anticipated scope and duration of the
delay. The Party providing such notice shall be excused from fulfilling its obligations under
this Agreement until such time that the Force Majeure has ceased to prevent performance or
other remedial action is taken, at which time the Party shall promptly notify the other Party of
the resumption of its obligations under this Agreement. If Powerex is unable to deliver Energy
due to a Force Majeure, LADWP shall have no obligation to pay for Energy not delivered under
this Agreement from the start of the Force Majeure until Powerex resumes delivery thereof
under this Agreement. This Section 12.5 does not excuse LADWP from payments for Energy
received up to the time of the Force Majeure. Any Party whose performance under this
Agreement is hindered by a Force Majeure shall make all reasonable efforts to perform its
obligations under this Agreement and to mitigate the effects of the Force Majeure.

(b) For purposes of Section 4.8(b), a Force Majeure claimed or invoked by
Powerex shall not operate to reduce the Aggregate Contract Quantity for the purpose of
determining whether the aggregate quantity of Renewable Energy delivered in any 12-month
period is less than 90% of the Aggregate Contract Quantity for such period, except if it is a
Force Majeure of the kind referred to in Section 12.5(d).

(c) The term “Force Majeure” means any cause beyond the control, and not
the result of negligence of the Party affected or due to removable or remediable causes which it
fails to remove or remedy within a reasonable period of time, which cause the affected Party by
exercise of due diligence is unable to avoid and, when occurred, overcome, including, but not
restricted to, flood, drought, earthquake, storm, fire, lightening, epidemic, war, riot, civil
disturbance or disobedience, labor dispute, labor or material shortage, sabotage, System
Emergency, and action or non-action by, or failure to obtain or maintain the necessary permits,
authorizations or approvals, or renewals thereof from, any governmental agency or authority.
Nothing contained in this Section 12.5 shall be construed so as to require either Party to settle a
strike or labor dispute in which it may be involved. Any Party rendered unable to fulfill any of
its obligations by reason of a Force Majeure shall give prompt notice of such fact and shall

36

11975.58762.GMC.2726185.15 LAO000157




le BN - e S T

—

T e e e T e e )
OO0 NI N AW N

20
21
22
23
24
25
26
27
28
29
30
31

32
33
34
35
36
37
38

39
40
41
42
43

exercise due diligence to remove such inability within a reasonable time period. A Force
Majeure does not include (i) an act of negligence or wrongdoing; (ii) any requirement to meet a
renewable portfolio standard or any change (whether voluntary or mandatory) in any renewable
portfolio standard that may affect the value to LADWP of the Renewable Energy purchased
hereunder; (iii) events arising from the failure by the owner thereof to operate and maintain the
Facilities in accordance with Prudent Utility Practices; (iv) an increase in the variable and fixed
costs of operation and maintenance of the Facilities, unless the increase is caused by a Force
Majeure; (v) failure of third Parties to provide goods or services essential to a Party’s
performance, unless such failure is caused by a Force Majeure; (vi) delays in or an inability of a
Party to obtain financing or (vii) economic hardship.

(d) Notwithstanding the "due diligence" obligations or obligations to remove
or remedy the causes set forth in the foregoing paragraph (which do not apply to this paragraph
except as specified below), where the entity providing transmission services for deliveries
under this Agreement interrupts such transmission service, the interruption in transmission
service shall be considered a Force Majeure under this Section 12.5 provided that Firm
Transmission involving the Specified Transmission Path was obtained pursuant to a
transmission tariff or contract to effectuate the delivery under this Agreement, and the entity
providing transmission service curtailed or interrupted such Firm Transmission pursuant to the
applicable transmission tariff or contract.

(e) If Powerex has designated Facilities located within British Columbia
from time to time it shall be a Powerex event of Force Majeure if the National Energy Board of
Canada does not renew or replace Powerex’s existing Export Permits No. EPE 118 and EPE
119 on terms acceptable to Powerex in its sole discretion, on or before their expiry date of
September 30, 2008 (or any extension of such expiry date granted by the National Energy
Board). From and after the expiry of such existing permits, Section 12.5(a) shall apply to
relieve Powerex of the obligation to deliver energy due to such Force Majeure event. If such
Force Majeure event continues for ninety (90) days after the expiry of such existing permits,
Powerex may by notice to LADWP terminate this Agreement without liability of either Party to
the other Party resulting from such termination. Powerex shall use reasonable efforts to keep
LADWP fully informed as to the status of the renewal or replacement of such existing permits
but shall have no liability for unintentionally failing to do so.

() If an event of Force Majeure substantially prevents a Party from
performing its material obligations under this Agreement for more than one hundred and eighty
(180) consecutive days, either Party may by notice to the other Party terminate this Agreement
without liability of either Party to the other Party resulting from such termination. The Party
affected by the event of Force Majeure shall use reasonable efforts to keep the other Party fully
informed as to the status of the Force Majeure but shall have no liability for unintentionally
failing to do so.

Section 12.6 Confidential Information. All Confidential Information
obtained by either party from the other party shall be used only in connection with such party's
exercise of its rights or performance of its obligations under this Agreement and shall be kept
confidential by the receiving party and its representatives, except as may be required by law
including the California Public Records Act, Cal. Govt. Code §§ 6250 et. seq. and the Ralph M.
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Brown Act, Cal. Govt. Code §§ 54950 et. seq, applicable regulation or judicial process;
provided, however, that if the receiving party is required to disclose such Confidential
Information by applicable law, regulation or legal process, the receiving party shall use best
efforts to notify the disclosing party of such pending disclosure and consult with the disclosing
party prior to such disclosure as to the advisability of seeking a protective order or other means
of preserving the confidentiality of the Confidential Information; provided that the receiving
Party shall have no liability for unintentionally failing to do so. The provisions of this Section
12.6 shall survive for five (5) years after the termination of this Agreement.

Section 12.7 Assignment of Agreement. Neither Party shall assign nor
transfer this Agreement, in whole or in part, or any of its interests hereunder to any other person
or entity without the prior written consent of the other Party hereto. Such consent shall not be
unreasonably withheld by either Party. Any attempt to transfer or assign this Agreement, or any
privilege hereunder, without such prior written consent, except as provided herein, shall be void
and confer no right on any Person that is not a Party to this Agreement.

Section 12.8 Ambiguity. The Parties acknowledge that this Agreement was
jointly prepared by them, by and through their respective legal counsel, and any uncertainty or
ambiguity existing herein shall not be interpreted against either Party on the basis that the Party
drafted the language, but otherwise shall be interpreted according to the application of the rules
on interpretation of contracts.

Section 12.9 Attorney Fees & Costs. Both Parties agree that in any action to
enforce the terms of this Agreement that each Party shall be responsible for its own attorney
fees and costs.

Section 12.10 Voluntary Execution. Each Party acknowledges that it has
read and fully understands the content and effect of this Agreement and that the provisions of
this Agreement have been reviewed and approved by its respective counsel. Each Party further
acknowledges that it is sophisticated, experienced and knowledgeable regarding the electricity
industry and green attributes including ‘renewable energy credits’, that it is able to evaluate the
risks and merits of this Agreement and is not relying in any manner on the other Party for
advice or analysis regarding the risks or merits of this Agreement. Neither Party is a fiduciary
of the other Party. Each Party further acknowledges that it has executed this Agreement
voluntarily, subject only to the advice of its own counsel, and does not rely on any promise,
inducement, representation or warranty that is not expressly stated herein.

Section 12.11 Entire Agreement. This Agreement and the Concurrent
Agreement contain the entire understanding concerning the subject matter hereof and therein
and supersede and replace any prior negotiations, discussions or agreements between the
Parties, or any of them, concerning that subject matter, whether written or oral, except as
expressly provided for herein. This Agreement and the Concurrent Agreement are fully
integrated documents. Each Party acknowledges that no other Party, representative or agent,
has made any promise, representation or warranty, express or implied, that is not expressly
contained in this Agreement or the Concurrent Agreement that induced the other Party to sign
this Agreement or the Concurrent Agreement.
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Section 12.12 Waiver of Immunity. Without limiting the provisions of
Section 11.1, Powerex irrevocably waives, to the fullest extent permitted by applicable law,
with respect to itself and its revenues and assets (irrespective of their use or intended use), all
immunity on the grounds of sovereignty or other similar grounds from (i) suit, (ii) relief by way
of injunction, order for specific performance or for recovery of property, (iii) attachment of its
assets (whether before or after judgment) and (iv) execution or enforcement of any judgment to
which it or its revenues or assets might otherwise be entitled in any proceedings in the courts of
any jurisdiction and irrevocably agrees, to the extent permitted by applicable law, that it will
not claim any such immunity in any proceedings.

Section 12.13 Governing Law. This Agreement shall be interpreted,
governed by, and construed under the laws of the State of California without consideration of
conflicts of law principles.

Section 12.14 Effect of Section Headings. Section headings appearing in this
Agreement are inserted for convenience only and shall not be construed as interpretations of
text.

Section 12.15 Waiver. The failure of either Party to this Agreement to enforce
or insist upon compliance with or strict performance of any of the terms or conditions hereof, or
to take advantage of any of its rights hereunder, shall not constitute a waiver or relinquishment
of any such terms, conditions or rights, but the same shall be and remain at all times in full
force and effect.

Section 12.16 Relationship of the Parties. This Agreement shall not be
interpreted to create an association, joint venture or partnership between the Parties nor to
impose any partnership obligation or liability upon either such Party. Neither Party shall have
any right, power or authority to enter into any agreement or undertaking for, or act on behalf of,
or to act as an agent or representative of, the other Party.

Section 12.17 Third Party Beneficiaries. This Agreement shall not be
construed to create rights in, or to grant remedies to, any third Party as a beneficiary of this
Agreement or any duty, obligation or undertaking established herein.

Section 12.18 Liability and Damages. To the extent permitted by law, neither
Party and neither Party’s directors, members of its governing bodies, officers or employees
shall be liable to the other Party for any loss or damage to property, loss of earnings or
revenues, personal injury, or any other direct, indirect, or consequential damages or injury, or
punitive damages, which may occur or result from the performance or non-performance of this
Agreement, including any negligence arising hereunder.

Section 12.19 Severability. In the event any of the terms, covenants or
conditions of this Agreement, or the application of any such terms, covenants or conditions,
shall be held invalid, illegal or unenforceable by any court having jurisdiction, all other terms,
covenants and conditions of this Agreement and their application not adversely affected thereby
shall remain in force and effect, provided that the remaining valid and enforceable provisions
materially retain the essence of the Parties’ original bargain.
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Section 12.20 Currency. All dollar amounts under this Agreement (including
the Appendices hereof) are specified and payable in United States dollars.

Section 12.21 Counterparts. This Agreement may be executed in
counterparts which together shall constitute a single agreement. A Party may execute and
deliver this Agreement by executing the signature page and deliver