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Generator Interconnection Agreement

This Agreement provides for the interconncetion and parallel operations of nonutility-owned generation
connected to the PG&E Electric System at either transmission (60 kV and above) or distribution (below 60
kV) voltage and applies only to those Generating Facilities that are, or intend to become, a Participating
Generator pursuant to the 1SO Tariff.

1 PREAMBLE

THIS AGREEMENT, between FEDERAL POWER AVENAL, LLC (Applicant) and PACIFIC
GAS AND ELECTRIC COMPANY (PG&E), hereinafter sometimes referred to individually as “Party” or
collectively as “Parties”, is as follows:

2 RECITALS

2.1 Whereas, PG&E is a public utility engaged, among other things, in the business of owning
and operating an electric system consisting of transmission and distribution facilities in Northern California;

2.2 Whereas, Applicant has (i) purchased or intends to purchase a Generating Facility from
PG&E; or (ii) owns a Generating Facility that sclls or sold power to PG&E under a Power Purchase
Agreement and intends to convert or has converted the status of such Generating Facility to sell all such
power on the wholesale market; or (iii) has constructed or intends to construct, a new or expanded
Generating Facility. Applicant intends to operate the Generating Facility, which is described in Appendix E,
for the purpose of selling electric power at wholesale and has rcquesled permission from PG&E to
interconnect such Generating Facility in order to operate it in parallel with the PG&E Electric System;

2.3 Whereas, Applicant intends to become a Participating Generator pursuant to the
requirements of the 18O Tari(f;

2.4 Whereas, PG&E is willing to permit such inlerconnection and parallel operation under the
terms and conditions contained in this Agreement;

2.5 Whereas, Applicant understands that this Agrcement does not provide any transmission
service, distribution service, or Anciflary Scrvices as such services, if necessary, will be provided under
separate arrangements with PG&E, the ISQ, or Third Parties;

2.6 Whereas, this Agreement obligates Applicant to design new Generating Facilities or
additions to existing Generating Facilities consistent with Good Utility Practice;

2.7 Whereas, this Agreement obligates Applicant to operate and maintain its Generating Facility
consistent with Good Utility Practice;

2.8 Whereas, this Agreement establishes interconnection and operating responsibilities and
associated procedures for communications between Applicant and PG&E Electric Systern operators. The
Agreement also establishes procedures for safe work practices on the PG&E Electric System and routine test
procedures;

2.9 Whereas Applicant understands that it will be subject to the ISO Tariff and protocols and
operating procedures thereunder and that it is responsible for making any arrangements necessary with the
180.

3 AGREEMENT

Now, therefore, in consideration of the mutual covenants hercin set forth, the Parties agree as
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follows:

4 DEFINITIONS

The fellowing terms, when used in this Agreement with the initial letters capitatized, whether in the
singular, plural or possessive, shall have the meanings indicated below. Unless otherwise noted, italicized
terms are defined by reference to definitions in the currently effective Appendix A, Master Definitions
Supplement, to the 180 Tariff.

4.1 Ayreement

This Generator Interconnection Agreement between PG&E and Applicant and its
Appendices, as it may be amcended.
4.2 Ancillary Services

Regulation, Spinning Reserve, Non-Spinning Reserve, Replacement Reserve, Voltage
Suppurt and Black Start together with such other interconnected operation services as the ISO may develop
to support the transmission of energy from generation resources to loads while maintaining reliable operation
of the 1SO Contrelled Grid in accordance with Good Utility Practice.

4.3 Applicable Reliability Criteria

The rcliability standards established by (1) the WECC or its successor, (2) the Naorth
American Electric Reliability Council, (3) the 1SO, and (4) the Nuciear Regulalory Commission that are
relevant to the PG&E Electric System, as amended from time to time.

4.4 Business Day

A day on which banks are open to conduct general banking business in California.
4.5 Claim
Clalm has the meaning sct forth in Section 15.12.1.
4.6 Claimant
Claimant has the meaning set forth in Scction 15.12.2,

4.7 Clearance Point

The point(s) that electrically isolate PG&E’s cquipment from possible sources of energy
from the Generating Facility, Clearance Points may be requested by PG&E from time to time as provided in
Section 7.7, so that work can be safely performed on the PG&E Electric System. The Clearance Point is
normally located at the Disconnect Device.

4.8 Commencement Date

Commencement Date has the meaning set forth in Section 16.
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4.9 Cost

All just, reasonable, necessary and prudent cxpenses or capital expenditures associated with
PG&L's transmission and interconncction facilities, including operation, maintenance, engineering study,
adverse impact identification, adverse impact mitigation, contract modification, administrative and general
expenses, taxes, depreciation, and costs of capital as determined in accordance with the FERC Uniform
System of Accounts as such may be amended or superseded from time to time. The appropriate components
of the Cost, as defined herein, shall be applicd for the particular transaction performed.
416 CPUC

‘The California Public Utilitics Commaission, or its successor.

4.11 Designated PG&E Electric Control Center
The PG&E location, identified in Section 8.1 of this Agreement, with operational
jurisdiction over the Generating Facility.
4,12 Disconnect Device
A device used to isolate the Generating Facility from the PG&E Llectric System and
normally located adjacent (o the Point of Change-in-Ownership.
4.13 Emergency

An abnormal condition or situation that adversely affects, or potentially may adversely
affect, the PG&E Electric System Integrity. Such an event may result from, but is not limited to, a System
Emergency.

414 FPA

The Federal Power Act as it may be amended or superseded.

415 FERC

The Federal Energy Regulatory Comrmission, or its regulatory successor.

4.16  Force Majeure

Any occurrence beyond the reasonable control of and without the fault or negligence of the
Party claiming Force Majeure which causes the Party to be unable to perform part or all of its obligations,
which by exercise of due foresight such Party could not reasonably have been expected to avoid and which
the Party is unable to overcome by the exercise of due diligence. Such an oecurrence may include, but is not
limited to, act of God, labor disputes, sudden actions of the elements, actions or inactions by federal, state, or
municipal agencies, and actions or inactions of legislative, judicial, or regulatory agencies of competent
jurisdiction.

4.17  Generating Facility

The Generating Unit described in Appendix E and associated facilities.
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4.18  Generator Special Facilities Agreement

A separate agreement between PG&E and Applicant, specifying facilities, owned by PG&F,
that PG&E determines are necessary for Applicant’s Generating Facility (o interconnect with PG&L and
allow the Generating Facility 1o deliver power up to the Interconnection Capacity into the PG&E Electric
System. For new projects, the Generator Special Facilities Agreement also includes certain project
milestones that must be met before this Agreement can be executed. PG&L shall have the right to terminate
this Agreement in the event that the Generator Special Facilities Agreement terminates pursuant to the terms
and conditions of the Generator Special Facilitics Agreement.

419  Good Utility Practice

Any of the practices, methods, and acts engaged in or approved by a significant portion of
the electric utility industry during the relevant time period, or any of the practices, methods, and acts which,
in the exercise of reasonable judgment in light of the facts known at the time the decision was made, could
have been expected to accomplish the desired result at a reasonable cost consistent with good business
practices, reliability, safety, and expedition. Good Utility Practice is not intended to be any one of a number
of the optimum practices, methods, or acts to the exclusion of all others, but rather to be acceptable practices,
methods, or acts generally accepted in the region.

4.20  Governmental Authority

Any federal, state, local or other governmental, regulatory or administrative agency,
governmental commission, department, board, subdivision, court, tribunal, or other governmental arbilrator,
arbitral body or othier authority, but exctuding Applicant and any subsequent owner of the Generating
Facility {if Applicant or any subsequent owner is otherwise a Governmental Authority under this definition).

4.21  Indcmnitees

Indemnitees has the meaning set forth in Section 15.12.2.
4.22  Indemnitor

Indemnitor has the meaning set forth in Section 15.12.2,

4.23  Interconnection Capacity

The contractual electric capacity in kW at the Point of Change-in-Ownership up to which the
Generating Facility may deliver electrical power into the PG&E Electric System. The Interconnection
Capacity for both new and existing projects is specified in Appendix E.2.2.

4,24  Interconnection Facilities

All means required, and apparatus installed as determined hy PG&E, 1o safely interconnect a
Generating Facility, or an Applicant-owned generation tie line with the PG&E Electric System.
Interconnection Facilities may include, but are not limited to, the Disconnect Device, conneclion, step-up
transformers and related equipment, switching, metering, and communications equipment, as well as any
necessary additions, modifications and reinforcements to the PG&E Electric System at the Point of Change-
in-Ownership necessitated as a result of interconnecting the Generating Facility to the PG&E Electric
System. Interconnection Facilities also include contrel and safety equipment to protect (i) the PG&E Electric
System and its customers from faults occurring at the Generating Facility; and (ii) the Generating Facility
from faults oceurring on the PG&E Electric System or on the electric system of others o which the PG&E
Electric System is dircetly or indirectly connected.
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4,25 Interconnection Service

Tiie term “Interconnection Service™ as used in this Agreement shall not refer to any right to
transmit power over PG&E’s transmission and/or distribution system. [nstead, Interconnection Service
refers to the Applicant’s ability to deliver power into the PG&E Electric System at the Point of Change-in-
Ownership under the terms and conditions of this Agreement when the Generating Facility is interconnected
with the PG&E Electric System, subject to Section 6.4.

426 IS0

The California Independent System Operator Corporation or its successor including any
Regional Transmission Organization that cxcreises operational authority over the PG&E transmission
system.
4.27 18O Controlled Grid
The system of transmission lines and associated facilities of the Participating TOs that have been
placed under the IS0’s Operational Control.
428 ISO Tariff

'The currently effective [SO Operating Agreement and Tariff, dated March 31, 1998, ay
approved by FERC and as it may be modilied or superseded from time to time, or any successor tariff of any
Independent System Operator or Regional Ttansmission Organization approved by FERC that has
operational authority over the PG&E transmission system.

429 NRC

The Nuclear Regulatory Commission, or its successor.

430 Non-Test
A procedure used by PG&E in connection with work on a live electric line or near an
energized circuit. In a Non-Test, PG&E will request that Applicant contact the Designated PG&LE Electric
Control Center before re-energizing a circuit following an automatic trip.

4,31  Participating Generator

A Generator or other seller of Energy or Ancillary Services through a Scheduling
Coordinator over the ISO Controlled Grid from a Generating Unit with a rated capacity of | MW or greater,
or from a Generating Unit providing Ancillary Services and/or Immbalance Energy through an aggregation
arrangement approved by the 180, which has undertaken to be bound by the terms of the ISO Tariff, in the
case of a Generator through a Participating Generator Agreement.
432  Participating Gencrator Agreement
An agreemnent hetween Applicant and the ISO pursuant to which Applicant agrees to be
bound by the terms of the ISO Variff.
4.33  Participating TO
A transmission owner that has placed its transmission assets under the [SO's operational
control pursuant to a transmission control agreement.,

4,34  Person

An individual, partnership, joint venture, corporation, limited liability company, trust,
association or unincorporated organization, or any Governmental Authority.
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435 PG&E Electric System

All properties and other assets, now or hereafter existing, which are owned or controlled by
PG&E or its successor(s), and used for or directly associated with the generation, transmission,
transformation, distribution or sale of electric power, including all additions, ¢xtensions, expansions, and
improvements thereto, but excluding the properties and assets of subsidiaries of PG&E.

4.36 PG&E Electric System Integrity

The state of operation of the PG&E Electric System in a manner that is deemed by PG&F in
its sole discretion necessary or desirable to minimize the risk of injury to persons and/or property and enable
PG&E to provide adequate and reliable electric service to its customers.

437 PG&E Interconnection Handbook

A handbock, developed by PG&E pursuant to TCA Section 10.3.1, describing technical
requirements for wholesale gencerators and loads connected to the PG&E Electric System, as it may be
maodified or superseded from time to time, PG&E's standards contained in the handbook shall be deemed
consistent with Good Utility Practice and Applicable Reliability Criteria. Where there is contlict or
inconsistency with the terms in this Agreement and the PG&E Interconnection Harudbook, the terms in this
Agreement shall apply.

438 PG&E Wholesale Distribution Tariff

‘The PGE&LE Wholesale Distribution Tariff, cffcctive March 31, 1998, as it may be modified
or superseded from time 1o time. The PG&E Wholesale Distribution Tariff applies to Generating Facilities
connected to the PG&E Electric System at distribution voltages.

4.39  Point of Change-in-Ownership

The point where the electrical conductors from the Generating Facility contact the PG&E
Electric System. The Point of Change-in-Ownership for the Generating Facility is shown on the diagram in
Appendix D.

4.40 Refund Due Date
Refund Due Date has the meaning set forth in Section 14.5.

441 Reliability Management System Apreement

The Reliability Management System (RMS) Agreement between the WECC and PG&E,
executed on June 18, 1999, as it may be amended or superceded, that requires PG&F Lo include the terms
and conditions of Appendix A of the RMS Agreement in any new interconnection agreement. Appendix A
of the RMS Agreement is included as Appendix G of this Agreement.

4.42  Responsible Mcter Party

The Party having the responsibility for providing, installing, owning, operating, testing,
servicing and maintaining meters and associated recording or telemetering equipment at each Point of
Change-in-Ownership. Currently the Responsible Meter Party is Applicant for transmission interconnections
and PG&E for distribution interconnections,

4.43  Restoration Date
Restoration Date has the meaning, set forth in Section 6.1.5.

4.44  Scheduling Coordinator

An entity certified by the [SO for purposes of undertaking scheduling coordination
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functions.

4.45  Significant Regulatory Change

A Significant Regulatory Change occurs when the FERC, the CPUC, the California Energy
Commission, the California Legislature, the executive of a state or [ederal government, the United States
Congress the U.S. Bankruptey Court for the Northern District of California and any other suceessor
bankruptcy court responsible for the activities of PG&E as a debtor under the United States Bankruptcy
Code, 11 U.S, C. §§ 101 et seq. {2000} issues an order or decision or adopts or modifies a tariff, or cnacts a
law that substantially prevents either Party from performing its functions under this Agreement.

4.46  System Emergency

Conditions beyond the normal controt of PG&E or the [SO that affect the ability of PG&E
and the ISO control area to function normally including any abnormal system condition which requires
immediate manual or autornatic action to prevent loss of Load, equipment damage, or tripping of system
elements which might result in cascading outages or to restore system operation to meet the minimum
operating reliability criteria.

447 TCA

The Transmission Control Agreement, between the 1SO and Participating TOs establishing
the terms and conditions under which each Participating TO will discharge its respective duties and
responsibilities, as may be modified from time to time. PG&E is a Participating IO and has entered into a
TCA with the ISO. To the extent that {unctions assumed by PG&E under the TCA are later assigned to the
IS0, references to such functions being performed pursuant to the TCA shall be deemed to be references to
the [SO Tarift.

4.48  Third Party
A Person other than PG&E or Applicant.
4,49 TO Tariff

PG&E's FERC Elcetric Tariff, as it may be modified from time to time or superseded. To
the extent obligations or tasks performed by PG&E under the PG&E TO Tariff are later assigned or
transferred to, or undertaken with PG&E’s conscnl hy, the ISO, reference to such obligations or tasks being
performed pursuant to the PG&FE TO Tariff shall be deemed references to the 1SO Tariff. To the extent
relevant, this includes PG&L’s Wholesale Distribution TarifT

450 WECC

The Western Electricity Coordinating Council, its predecessor (the Western Systems
Coordinating Council) or its successor.
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5 TERM AND TERMINATION

51 Term

The Parties shall be bound by the terms of this Agreement upon its execution by both
Parties, unless otherwise determined by FERC. This Agreement will remain in effect for an initial term of 20
years from the Commencement Date, unless otherwise determined by FERC.

5.1.1 Successor Agreement

At the request of either Party, the Parties shall, provided, this Agreement has not
otherwise already terminated, meet no later than one (1) year prior to the expected expiration of this
Agreement to discuss rencwal of this Agreement or to negotiate a reasonable successor agreement; provided,
that nothing herein commits either Party to enter into any renewal or successor agreement.

5.2 Termination

52.1 TPG&E shall have the right to terminate this Agreement pursuant to Sections 15.3
and 15.9. In addition, PG&E shall have the right to terminatc this Agreement in the event that (1)
Applicant’s license or other permits regarding the Generating Facility terminate and are not renewed with
Applicant or Applicant’s assignee as the new licensee or permit holder; or {2) the Generator Special
Facilitics Agrecment, i one is required, is terminated as a result of a breach by Applicant. Nothing in this
section shall be deemed to limit PG&E’s right to make changes pursuant to section 15.23.1,

5.2.2  Upon fermination of this Agreement, all rights Applicant shall have under this
Agreement for the Generating Facility to be interconnected to the PG&F. Elcclric System shall cease and
Applicant shall claim no further right 1o have the Generating Facility connected to the PG&LE Electric System
by reason of this Agreement. The provisions of this Section 5.2.2 however shall not be construed as a bar to
assertion by Applicant of any rights it may have apart from this Agreement to remain interconnected with
PG&E following termination of this Agreement, pursuant to any applicable law or regulation, independent
and exclusive of this Agreement.

5.2.3 Notwithstanding the foregoing, no termination shall become effective until the
Parties have complied with all applicable laws and regulations applicable to such termination, including, if
applicable, the filing with FERC of a notice of termination of this Agreement, which notice has been
accepted for filing by FERC.

6 PG&E’S RIGHTS AND OBLIGATIONS

6.1 ILimited Responsibility to Accept Energy Into the PG&E Electric System

6.1.1 The intent and purpose of this Agreement is lo provide enly for the interconnection
and parallel operation of the Generaling Facility with the PG&E Electric System, including the establishment
of the Interconnection Capacity and rules governing the interconnected operations in order 1o promote safety
and reliability.

6.1.2 PG&E shall not be obligated to accept electric encrgy produced by the Generating
Facility into the PG&E Elcetric System unless separate arrangements have been made for the transmission
service needed to transfer that energy from the Peoint of Change-in-Ownership to where it is to be delivered.
In the event that such transmission arrangements have been made, PG&F shall not be obligated to accept
electric energy at the Point of Change-in-Ownership in excess of the Interconnection Capacity specitied in
Appendix E.2.2 and delivered to the PG&L Lilectric System in accordance with this Agreement.
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6.1.3 Nothing in this Agrecement shall be deemed either expressly or implied to obligate
PG&E to provide or make available any electric transmission or distribution service for the transport of
electric energy from the Generating Facility.

6.1.4 Applicant understands that PG&L is subject to the 15O Tarift and teo the TCA which
it has entered into with the ISC and that, as a result, PG&E cannot arrange to provide transmission services
for Applicant. Instead, transmission service must be arranged either by Applicant or a Third Party either
under existing transmission arrangements or under new transmission arrangements with the ISO.

6.1.5 Long Term Shutdown

In the event that the Generating Facility is shut down, or partially shutdown, fora
period of six {6} months or more for any reason, the Partics, at cither Party's request, shall meet to determine
on what date (“Restoration Date”) the Generating Facility may reasonably be expected to resume full power
production if Applicant uses due diligence in curing whatever problems exist. If the Parties cannot agree on
such a Restoration Date, the Restoration Date, at either Party's request, shall be determined by dispute
resolution pursuant to Section 15.10. Applicant must obtain PG&E's approval pursuant to Section 7.3 prior
Lo resurning normal operations.

6.1.5.1 Right to Reduce Interconnection Capacity

If the Restoration Date, determined by either mutual agreement or dispute
resolution pursuant to Section 6.1.5, is greater than eighteen (18) months from the date the Generating
Facility is initially shut down or partially shutdown or if the Restoration Date is less than cightecen (18)
months but restoration has nol eccurred within the eighteen (18) month period, PG&E shall have the right to
reduce the Interconnection Capacity to a capacity value that reflects the then-current generating capability of
the Generating Facility. However if Applicant is making commercially reasonable efforts to resume full
power production as quickly as possible, PG&E shall not reduce the Interconnection Capacity under this
Section 6.1.5.1. Following a reduction of Interconnection Capacity, any subsequent increase of
Interconnection Capacity shall be established pursuant to the applicable provisions of the ISO Tarift and TO
Tariff.

6.2 No Facility Preservation Obligation After Termination

After termination of this Agreement, PG&E shall have ne obligation under this Agreement
1o remain interconnected with Applicant’s Generating Facility. Any subsequent reconnection of the
Generating Facility to the PG&E Electric System shall be governed by the laws and regulations governing
electric utility interconnection at that time.

6.3 Right to Disconnect the Generating Facility
6.3.1 Applicant’s Failure to Meet Standards

PG&E may disconnect the Generating Facility from the PG&E Electric System if
the Generating Facility fails to meet the requirements set forth in this Agreement. Except as described in
Section 6.3.1.1, prior to such disconnection PG&E shall provide written notice to Applicant detailing
Applicant’s failure to adhere to such requirements and provide Applicant thirty (3¢) calendar days to correct
such deficiency, unless a shorter period of time is set forth the PG&E Interconnection Handbook. PG&E
shall not disconneet the Generation Facility if Applicant corrects the deficiencies described in the written
notice within thirty (30) calendar days or the time set forth in the PG&E Interconnection Handbook. PG&E
may, at its discretion, extend the applicable cure period if Applicant is working diligently, or causing others
o work diligently, to achicve a cure thal reasonably takes additional time. During any such cure period,
PG&E shall reconnect the Generating Facility as soon as reasonably possible following the correction of a
failure leading to disconnection hereunder. PG&E reserves the right to terminate this Agreement pursuant to
Section 15.9 if PG&E disconnects the Generating Facility under this Section ¢.3.
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6.3.1.1 Tmmediate Disconnection

PG&E reserves the right to immediately disconnect the Generating Facility
if such deficiencies, as determined by PG&E or the 18O, couid be expected to have a material adverse affect
on the PG&E Electric System Integrity, endanger the health or safety of the public or any PG&E employee,
or cause material damage to the PG&E Electric System or a third party. As set forth in PG&E’s
[nterconnection Handbook (Section G4.4), Applicant acknowledges that if the Gencrating Facility has
transfer trip protection classified as Type A, then the Generating Facility shall separate from the PG&E
Electric System immediately upon loss of the transfer trip protection.

6.3.2 Right to Inspect Applicant’s Facilitics

PG&E shall have the right 1o enter Applicant’s premises at any reasonable times for
inspection ol Applicant's operations logs and control, protective and safety devices associated with the
interconnection of the Generating Facility to the PG&E Electric System; provided, PG&E gives Applicant
reasonable notice prior to commencing such an inspection. Upon receiving notice of an inspection from
PG&E, Applicant shall provide PG&E with Applicant's written safety, security and operating conventions,
protocols and practices. While on Applicant’s premises, PG&E shall comply with Applicant’s written safety,
security and operating conventions, protocols and practices in force on the date of the inspection; provided,
that Applicant has provided PG&E with such wrillen safety, security and operating conventions, protocols
and practices. If PG&E determines that a hazardous condition exists and immediate action is nccessary to
protect persons, PG&L's facilities or other customers' facilities from damage or interference caused by the
Generating Facility, then PG&E may immediately disconnect the Generating Facility from the PG&E
Flectric System.

6.4 Right to Interrupt Interconnection Service
6.4.1 Unscheduled Interruptions

PG&FE may lemporarily interrupt or reduce Interconnection Service to the
Generating Facility, or temporarily separate the PG&E Electric System from the Generating Facility, if
PG&E determines at any time that: (i) an Emcrgency condition exists; or (ii) the action is necessary or
desirable to prevent a hazard to life or property; or (iii) the operation of the PG&E Elcetric System is
suspended, interrupted or interfered with as a result of Force Majeure; or (iv) at the instruction of the 150 in
accordance with the TCA. In the event of such interruption or reduction in Interconnection Service, PG&E
shall restore full Interconnection Service on a basis comparable to the restoration ol other public service and
safety facilities, and, in any event, as dirccted by the authorized emergency response officials. Should PG&E
determine that such interruption or reduction in service will be of a prolonged naturc, PG&E and Applicant
shall confer and attempt to agree on the time by which full service can be restored.

6.4.2 Interrupfion by Protective Devices

PG&E utilizes automatic protective devices in order to assist in maintaining the
integrity and reliability of the PG&FE Electric System and to protect its customers from damage, injury or
prolonged outages. Interconnection Service on the PG&E Electric System is subject to interruption in the
event of operation of such devices. In the event of such interruption, Interconnection Service will be restored
consistent with Good Utility Practice.

6.4.3 Maintenance and Construction Interruptions

6.4.3.1 PG&E may, with authorization of the 150, interrupt Interconncction Service
to the Generating Facility to perform necessary maintenance or censtruction on the PG&E Electric System;
provided, that such interruptions arc consistent with Good Utility Practice. PG&E shall coordinate such
maintienance or construction interruptions with Applicant and shall provide Applicant with as much advance
notice as possible but in no event shall the notice be less than four (4) Business Days except where PG&E
determines an Emergency exists or may cxist which requires quicker action to correct. Applicant will adjust
plant oulput te levels specified by the ISO to preserve local transmission reliability during this maintenance
or construction work. This cutput adjustment will be made on a prescheduled basis.
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6.4.3.2 PG&E normally limits maintenance or construction interruptions to business
hours on a Business Day, between 8:00 AM and 5:00 PM. In the event that Applicant desires the proposed
maintenance or construction interruption to eccur during non-business hours, PG&E reserves the right to
charge Applicant the additional Cost for work performed. PG&E will provide Applicant with an estimate of
the additional Cost and if Applicant still desires the work to be performed during non-normal business hours
and PG&E does perform the work, PG&E shall charge Applicant the aclual additional Costs of the work, the
amount of which shall not exceed the cost estimate.

6.4.3.3 Applicant understands that generation from the Generating Facility may be
subject to curtailment during a construction or maintenance interruption. Furthermore, during such
maintenance or construction interruption, Applicant agrees not to scck compensation with respect to the
Generating Facility: (i) from PG&E for any such interruption; or (ii) through participation in the California
[SO market mechanisms for Congestion Management; provided, however, that for any given hour, to the
extent that Applicant has already successfully participated in the California ISO Congestion Management
market prior to the existence of such interruption, Appticant will be entitled to receive and retain
compensation from the California ISO for the services provided.

6.4.4 Coordination of Construction Interruptions

6.4.4.1 When Applicant submits its quarterly outage reports to the ISQ in
accordance with the ISO Tariff, Applicant shall provide a copy of such reports to PG&E in order 1o facilitate
outage coordination. Such reports shall be treated as Confidential Information under this Agreement. If
Applicant is not required to submit quarterly outage reports to the 18O, then the Parties shall share outage
plans quarterly, or at other inlervals as the Parties may agree, to facilitate outage coordination.

6.4.4.2 When PG&E submits its cquipment and construction outage reports to the
ISO in accordance with the ISO TarifT, PG&E shall provide a copy of such reports regarding outages that
could impact Applicant's facilities to Applicant in order to facilitate outage coordination, 1o the extent
permitted by Section 6.5 of this Agreement regarding communications between affiliates; provided, if
Applicant is interconnected to PG&L's distribution system, PG&E shall provide A pplicant with as much
notice as is reasonably practicable of equipment and construction outages that could impact Applicant’s
facilitics. Such reports shall be treated as Confidential Information under this Agreement. PG&E also shall,
to the extent permitted under Section 6.5, provide Applicant with a copy of any request submitted to the [SO
for authorization to interrupt service that could impact Applicant's facilities at the same time that such
requests are submitted to the 50,

6.4.4.3 Applicant and PG&T shali comply with applicable ISO requirements for
approving equipment and construction outages and coordinating such outages hetween Applicant and PG&L.
Applicant will adjust its plant output to levels specified by the ISO to preserve local transmission reliability
during approved equipment and construction outages; provided, if Applicant is interconnected to PG&E’s
distribution system, then Applicant will adjust its plant output to the levels specified by PG&E during
approved equipment and construction outages. This eutput adjustment will be made on a prescheduled basis.

6.5 Provision Applicable if PG&E and Applicant are Affiliates

Notwithstanding anything to the contrary contained in this Section 6 or otherwise in this
Agrcement, if PG&E and Applicant are affiliates within the scope and terms of FERC Orders No. 888, 888-
A, 889, and 889-A, and regulations thereunder as they may be amended or superseded, PG&E shall not
provide Applicant access to any information about PG&E’s transmission system that is not available to
PG&E's open access transmission customers, nor shall PG&E provide Applicant any wholesale market
information via any shared telecommunications cquipment or services.
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6.6 Establishing Interconnection Capacity

For existing projects, the Interconnection Capacity is normally set equal to the maximum
kW output of the Generating Facility, For new projects or increases in existing projects, the Interconncetion
Capacity is established through technical studies conducted by PG&E pursuant to the ISO Tariff Section 5.7.
In cases where multiple Generating Facilities are connected to a non PG&E-owned generation tie line that is
connected o the PG&E Electric System, a separate Interconnection Capacity is cstablished for each
Generating Facility. Interconnection Capacity shall be specified in Appendix E.2.2.

7 APPLICANT'S RIGHTS AND OBLIGATIONS

7.1 Applicant's Right to Deliver Power to the PG&E Electric System

Applicant shall have the right to deliver power from the Generating Facility into the PG&E
Electric System; provided, at no time shall Applicant 1) deliver power at a rate that exceeds the
Interconnection Capacity specified in Appendix E, 2) deliver power into the PG&E Electric System unless it
has arranged for transmission service as provided in Section 6.1.2, and 3) operate the Generating Facility ina
manner that is inconsistent with Section 5.1 of the ISO Tariff.

7.1.1 Consequences of Exceeding Interconnection Capacity

1t is the intent of the Parties that power deliveries to the PG&E Electric System shall
not exceed the Interconnection Capacity specified in Appendix E at any time. In the event that power
deliveries exceed the Interconnecetion Capacity, the Parties, at either Party’s request, shall meet to determine
the reason that the Interconnection Capacity was exceeded. If the Parties determine that such an event was
not due to Force Majeure or an Emergency and is reasonably likely to occur again in the future then a new
Interconnection Capacity shall be established. PG&E shall have the right to require that a study be
conducted pursuvant to the 150 Tariff and/or the TO TarifY, al Applicant’s expense, to determine if additional
facilitics, including upgrades to the PG&E transmission system, are required to accommedate the increased
Interconnection Capacity. If the Parties fail to agree, within thirty {30) calendar days after the initial
meeting, that the Interconnection Capacity must be increased, the matter, at either Party's request, shall be
resolved through the dispute resolution procedures set forth in Section 15.10. 1f PG&F determines that
additional facilities are required, then the Parties shall work together, in good faith, to develop a Generator
Special Facilities Agreement as described in Section 7.10.2.

7.1.2 Operating Procedures and Limitations
Applicant shall adhere to the operating procedures and limitations as set forth in
Appendix H.
7.2 Gencerator Must Meet Standards
7.2.1 Generating Facility to Meet Applicable Laws and Good Utility Practice

Applicant shall be fully responsible for designing new Generating Facilities or
additions to existing Gengrating Facilities in accordance with Good Utility Practice, Applicant is also fully
responsible for installing, owning, operating and maintaining the Generating Facility in accordance with all
applicable laws, rules and regulations of governmental agencies having jurisdiction and in accordance with
Good Utility Practice.
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7.2.2  Generating Facility to Mcct Requirements of the PG&E Interconnection
Handhook

New Generating Facilities or modifications to existing Generating Facilities shall be
designed and constructed in accordance with the PG&E Interconnection Handbook. The Generating Facility
shall be operated and maintained in accordance with the PG&E Interconnection Handbook cxcept as
provided in Section 7.2.2.1 and Appendix F.

7.2.2.1 Exceptions for Existing Projects

For existing projects that are already intereonnected and operating in
parallel with the PG&E Elcctric System, PG&E may waive, in its sole discretion, specific requirements of
the PG&E Interconnection Handbook; provided, that PG&E, (i) shall not waive any requirements where in
PG&E’s judgment such waiver (a) would be inconsistent with Good Utility Practice or (b) could reduce the
ability of the Generating Facility to operate safely, (ii) shall apply such waiver on a non-discriminatory basis
for all such existing projects, and (iii} shall specify what requirements have been waived in Appendix F. In
the event that such a waiver results, or might result, in PG&E’s sole judgment, in an Emergency, a
degradation of the PG&E Electric System Integrity, a system disturbance, or any other such event, PG&E
shall have the right to rescind such waiver and require the Generating Facility to meet at Applicant’s expense
and within a reasonable amount of time the then-current requirements of the PG&E Interconnection
Handbook as may be necessary to address the problem identified by PG&E. The waivers in Appendix F
shall continue to apply with respect to requirements that are not implicated by the problem identified by
PG&E. At either Party’s request, disputes under this Section 7.2.2.1 shall be resclved through dispute
resolution proceedings pursuant to Section 15.30.

7.2.2.2 Waivers for Modified Generating Facilities

The waivers specified in Appendix F relating to Generating Facilities that
are modified shall continue to apply with respect to those portions of the Generating Facilities that have not
been modified, except as provided under Section 7.2.2.1.

7.2.3  Applicant Shall Provide Transmission Planning Data

Applicant is obligated to provide PG&E with steady state and dynamic data for the
Gencrating Facilily as required by the PG&E Interconnection Handbook and the WECC.

7.2.4  Applicant Shall Operate Protective Devices

Applicant shall operate protective and safety devices as required by Section 7.2.2 for
safe parallel operation of the Generating Facility with the PG&E Electric System.

7.2.5 Duty to Minimize Disturbances

Applicant agrees to plan and operate its Generating Facility in order to minimize
electrical disturbances on the PG&E Electric System caused by the operation of Applicant’s Generating
Facility.

7.2.6  Power Delivery Standard

Power delivered to the PG&E Electric System from the Generating Facility shall be
at what is commaonly designated as three phase alternating current, at 60 Hertz, and at the normal voltage
specified in Appendix E. Normal variations in voltage and frequency shall be permitted pursuant to Good
Utility Practice.
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7.3 No Parallel Operation Without Approval

For new Generating Facilities or for existing Generating Facilities that have shut down
pursuant to Section 6.1.5, Applicant shaill not operate its Generating Facility in parallel with the PG&E
Electric System until the Generating Facility has been inspected by an authorized PG&E representative and
final written approval has been received from PG&E, which approval shall not be unreasonably withheld.
Any such inspection and approval shall no! be deemed or construed as any representation, assurance,
guarantee or warranty by PG&E of the safety, durability, reliability, or compliance as required in Section 7.2,
of the Generating Facility and its control, protective and safety devices or the quality of power produced by
the Generating Facility.

7.4 Applicant Must Implement Operating Guidelines

Applicant shall implement the operating guidelines contained in this Agreement, including
applicable guidelines included in the PG&E Interconnection Handbook to the extent they do not conflict with
FERC or NRC permitting or licensing requirements. Applicant shall ensure that its operating personnel are
familiar with the procedures and guidelines contained in or incorporated by reference into this Agreement.

7.5 Obligation to Maintain Power Factor

Applicant understands that the voltage of PG&E’s electric transmission system is not
automatically regulated and may vary widely. The voltage levels will fluctuate depending on operation and
PGAE Electric System conditions. In accordance with the PG&E Interconnection Handbook, Applicant
shall instali, operate, and maintain the necessary eqguipment to maintain proper power factor and voltage at
the Point of Change-in-Ownership. All voltage regulation equipment shait be operated in an automatic mode
being immediately respensive to changes in voltage, except for voltage regulation equipment with respect to
which the requirement for automatic mode cquipment is waived pursuant to Section 7.2.2.1 of this
Agreement,

7.6 Emergency Disconnection
_ In an Emergency, Applicant agrees to expeditiously open the Disconnect Device upon
notification from the Designated PG&FE Electric Control Center.

7.7 Clearance Point Request by PG&E

Applicant must open its Disconnect Device if PG&L requests a Clearance Point. A qualificd
PG&E employee will obscrve that the Disconnect Device is open, lock it with a PG&E lock, and attach a
filled-out “Man-on-Line™ tag to indicate it is a Clearance Point.

7.8 Routine Tests and Non-Tests

Unless the parties agree otherwise, when conducting a test or a Non-Test, Applicant agrees
to follow the procedures described in Appendix B.

7.9 Obligation to Maintain Insurance

Applicant agrees to acquire and continuously maintain during the term of this Agreement
insurance coverage which mects the requirements of Appendix A.
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7.10 New or Modified Tnterconnections
7.10.1 ISO Tariff and TO Tariif Provisions

Applicant shall follow all applicable provisions of the 1SO Tariff and/or the TO
Tariff regarding new interconnections or modifications to or increases in capacity of its existing
interconnection.

7.10.2 Right to Install Special Facilities

In the event it is necessary, consistent with Good Utility Practice, for PG&E to
install any PG&E-owned facilities in order to accommedate an increase in the Interconnection Capacity, the
Parties shall work together, in good faith, to agree upon the extent and Costs of such facilities. If the Parties
cannot agree on the need or Cost of such facilities, then the dispute shall be resolved through procedures set
forth in Section 15.10; provided, that in the event that PG&E deems it necessary to begin construction of the
facilities prior to the resolution of a dispute, PG&E shall have the right to develop a new or amended
Generator Special Facility Agreement and file such new or amended agreement unilaterally with the FERC
pursuant to Section 15.23. Each new or amended Generator Speciat Facility Agreement shall specify that the
Applicant pay PG&E the Costs of such facilitics and that PG&E has no obligation to begin construction prior
to receipt of such payments.

7.11  Conflicting Instructions
In the event that Applicant receives conflicting operating instructions from PG&E and the
ISO, Applicant shall follow the instructions of the ISO.
7.12  Participating Generator Agreement

Applicant shall enter into and maintain the effeetiveness of a Participating Generator
Agreement with the ISO.

3 OPERATING COMMUNICATIONS AND NOTIFICATIONS

8.1 Designated Representatives

The Parties shall provide for operating communications through their respective designated
representatives as follows:

FEDERAL POWER AVENAL, LLC

PG&E Applicant
Title Name or Title of Operator
Designated PG&E Electric Control Center Telephone Number
Telephone Number Alternate Operator

Telephone Number

8.2 Communication with the Designated PG&E Electric Control Center

8.2.1 Applicant shall maintain eperating communications with the Designated PG&E
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Electric Control Center. The operating communications shall include, but not be limited to, advising the
Designated PG&E Electric Contral Center promptly, and in advance if possible, of any paralleling with or
separation from the PG&E Electric System and any scheduled and unscheduled shutdowns, equipment
clearances, and changes in levels of operating voltage or power factors.

8.2.2  Applicant promptly shall notify the Designated PG&FE Flectric Control Center of,
and any changes in, the following;

(a) The current names and 24-hour phone numbers of the personne] responsible
[or operating and maintaining the Generating Facility.

() Any Emergency situation or any request that PG&E de-cnergive a portion of
the PG&E Electric System under its control.

(c) Any changes in the mechanical or electric condition of the Gencrating
Facility or Interconnection Facilities that may affect the reliability of either the Generating Facility or the
PG&E Electric System.,

(d) Tmmediately upon discovery, any misoperation or inoperable condition of a
PG&E-required interconnection relay or circuit breaker.

(e} Immediately upon discovery, the operation of any circuit breaker that has
operated by a PG&FE-required interconnection relay, along with the relay targeis that caused the circuit
breaker to operate.

() Plans to manually parallel with or separate from the PG&E Eleetric System
and the times of actual manual parallels and separations. Emergency separations shall be reported as soon as
conditions permit.

8.3 Oral Communications

All oral operating communications shall be conducted through the Designated PG&E
Elcetric Control Center. Applicant agrees to maintain 24-hour direct phone scrvice so that PG&E can give
instructions to Applicant or its designated operator,
8.4 Telemetering Requirements

For Generating Facilities 1,000 kW and greater, Applicant must telemeter real-time
information pursuant to the requirements of the PG&E Interconnection Handbook. When telemetered real-
time information is required for PG&E 1o bill Applicant for service taken under separate PG&E tariffs, upon
PG&E’s request, Applicant shall request the ISO to provide PG&E with read-only passwords and other
information necessary for PG&E to access Applicant’s meters.

8.5 Operating Agreements

The Partics may enter into a separate agreement describing specific operating procedures

regarding the Generating Facility.

9 OPERATION AND MAINTENANCE OF GENERATING FACILITY AND
GENERATOR STEP-UP FACILITIES

2.1 Daily Operating Log
Applicant shall keep a written daily operations log for the Generating Facility. The log shall include
information on unit availability, maintenance, outages, circuit breaker trip operations, and any significant

cvents related to operation of the Generating Facility.

9.2 Power Factor and Voltage Instructions

Applicant will reeeive, from time to time, and shall follow output voltage or power factor
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instructions from the Designated PG&E Clectric Control Center or the ISO. The Applicant may also receive
voltage instructions that will exceed the normal cutputl voltage or power factor instructions. These
instruclions will not exceed the normal power factor operating ranges of 0.95 buck (lead) or 0.90 boost (lag).
During certain instances the Generating Facility may be given a voltage order of “full boost™ or “full buck™.
Full boost is not less than 105 % of the Generating Facility nameplate terminal voltage. Full buck is not
mare than 95% of the Generating Facility nameplate terminal voltage. Applicant shall operate the
Generating Facility to maintain the specified output voltage or power factor at the Point of Change-in-
Ownership, unless prevented from doing so as a consequence of conditions on the PG&E Electric System. [f
Applicant is unable to maintain the specified voltage or power factor, it shall promptly notify the Designated
PG&E Electric Control Cenler,

9.3 Daily Operating Report and Telemetering Information

9.3.1 The Applicant agrees to transmit, at a minimum, hourly readings of delivered
capacity in kW by means of teiemetering as described in Scetion 8.4. Readings shall be taken at the end of
each hour.

9,3.2 Upon receiving notice that telemetered data is not being correctly received by
PG&E, Applicant agrees to supply the information set forth in section 9.3.1 in a daily operating rcport by
telephone directly to the Designated PG&E Electric Control Center at the phone number in Section 8.1, The
Applicant shall submit complete daily operating report information for the previous 24-hour period (ending
at 2400 hours) not later than 0033 hours the following day, or as mutually agreed by the Applicant and
PG&E. Such report shall also include the total energy, in kWh, delivered to PG&E since the last report.

9.4 Unattended Operation

[l the Generating Facility is unattended and has the capability for automatic or remotely
initiated paralleling, it is not necessary 1o notify the Designated PG&E Electric Control Center before
paralleting with the PG&E Electric System. However, such Generating Facility must report relay targets
within 72 hours following automatic separation, or immediately upon request of the Designated PG&E
Electric Control Center. A1l unattended facilities must be equipped with an event recorder as described in
the PG&E Interconnection Handbook.
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0.5 Maintenance Notice

Under normal conditions, Applicant shall give as much advance notice as possible (a
minimum of four (4) Business Days) to the Designated PG&E Electric Control Center when planning to
perform work that may affect the PG&E Electric System. At a minimum, the notice shall include:

(a) Nature of the work to be performed.
() Date and time the work will begin.
(c) Date and time the work will be completed.

(d) Apparatus to be cleared and the Clearance Points required.
{e) Name and telephone number of the person in charge of the work.

(H Whether or not protective grounds will be installed.

9.6 Maintenance on Facilities Energized by PG&E

9.6.1 If Applicant wishes to perform work on its own facilities which would normally be
energized by transmitting energy over the PG&E Electric System, Applicant may request that PG&E take a
clearance (see UQ Standard 51403) on PG&L’s associated electric facilities needed to isolate Applicant’s
facilities from the PG&E Electric System. Applicant’s request must be made a minimum of four (4)
Business Days in advance or as otherwisc may be agreed from time to time. PG&E shall notify any users of
PG&E’s Electric Systemn that might be affected by the clearance and shall coordinate such request with the
ISO as appropriate. PG&E shall resetve the right Lo delay the clearance if; (1) the ISO does not have the
responsibility for approving the clearance; and (2) in PG&E’s reasonable judgment, there are PG&E Electric
System users that will be adversely affected by such clearance. In such event, PG&E shall not unduly delay
the requested clearance,

9.6.2 PGE&E is not responsihle for Applicant’s equipment energized by the generator step-
up transformer or by any olher means. Applicant agrees that any work it performs is at its own risk.
Applicant shall take all necessary steps to ensure that work is conducted consistent with Good Utility
Practice and in compliance with all applicable federal, state, and local laws and regulations and in a manner
that does not endanger the safety of persons or equipment.

9.7 PG&E Maintenance on Applicant’s Facilities

If PG&E provides assistance in the operation or maintenance of the Generating Facility
without a written agreement, PG&E assumes no liability for any loss or damage, direct, indirect or
consequential, arising from or related to any services PG&L may provide. PG&E reserves the right to charge
the Applicant for all such services.

10 METERING

10.1  Delivery Meters

All real and reactive power deliveries to the PG&E Electric System from Applicant’s
Generating Facility shall be metered at each Point of Change-in-Ownership with meters meeting the
requirements of: (i) Appendix ] to the ISO Tariff for interconnections at 6¢ kV and above (“transmission
interconnection™); and (i) the PG&E Wholesale Distribution Tariff for inlerconnections below 60 kv
(“distribution interconnection”}. In addition, meters and metering equipment shall meet the requirements of
the PG&E Interconnection Handbook. Any conflicts with regard to metering standards that may arise
between this Apreement, the ISO Tariff, or the PG&E Wholcsale Distribution Tariff shall be resolved
consistent with the applicable tariff. Power deliveries shall be metered at the voltage specified for the Point
of Change-in-Ownership in Appendix E2.1.
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10.2  Power Supply Metering Requirements

The Parties shall cooperate in the installation and provision of access to the melers, as
necessary for each Party to obtain the information needed o perform as contemplated under this Agreement.

10.3  Requirements for Meters and Meter Maintenance

The Responsible Meter Party’s metering equipment located at cach Point of Change-in-
Ownership shall measure and record reat and reactive power flows and shall be capable of recording flows in
both directions. Such "in" and "out” bi-directional meters shall be designed to prevent reverse registration
and shall measure and continuously record such deliveries. Meters, metering transformers and devices shall
be maintained and tested by the Responsible Meter Party in accordance with applicable metering
maintenance and testing standards and guidelines.

10.4  Meter Access

10.4.1 Access to Meter-Related Facilities

The Party that owns meter-related facilities such as metering transformers and
devices shall grant reasonable access to allow the other Party to use such meter-related facilities for the other
Party’s own meters; provided that, the other Party shall compensate the owning Party for actual costs
incurred related to such access.

10.4.2 Reading and Maintaining Meters

tf required, the other Party shall grant the Responsible Meter Party access o the
other Party's facilitics as may be required for meter reading and/or the proper operation and maintenance of
atl revenue metering facilities.

11 MAINTENANCE OF INTERCONNECTION EQUIPMENT OWNED BY THE
APPLICANT

11.1 Modifications to the Interconnection or Protection Devices

Prior to modifying its cxisting interconnection or protection devices, Applicant agrees to
obtain PG&E’s written approval; provided that, PG&E’s approval shall not be unreasonably withheld.
Applicant shall notify PG&E, in writing, at least sixty (60} days prior to such modification.

11.2  Testing of Interconnection Facilities

PG&E-required Interconnection Facilities owned by Applicant shall be periodically tested
and maintained at the manufacturer’s accepted specifications, but no less than every four (4) years, by
qualified personnel. Copies of equipment test reports shall be forwarded to PG&E for review.

11.3  Relay Requnirements

11.3.1 If a PG&L-required interconnection relay is removed or disabled for maintenancc or
repair, Applicant shall notify the Designated PG&E Electric Conirol Center.

11.3.2 Lamicoid or equivalent forms of nameplates or labels shall be installed by Applicant
adjacent to all PG&E-required interconnection relays. Each relay nameplate shall include the device number
and the relay’s function,
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12 REFERENCES

The following reference maicrials, all of which are subject 1o revision or being superseded {rom time
to time, are available for use by Applicant and its operating personnel. Copies may be requested from the
Designated PG&E Electric Control Center:

12.1 PG&E Utility Operations Standard 51466

A document tisting all the standard operating orders followed by PG&FE system operalors.

122 PG&E Utility Operations Standard $1403

A document describing approved PG&E clearance procedures and instructions for obtaining,
clearances.

13 SIGNIFICANT REGULATORY CHANGE

13.1 Automatic Interim Conformance

This Agreement shail be autematically modified, on an interim basis, to conform to any final
order issued by the FERC that directly addresses a provision or provisions of this Agreement. Such
conformance shall be prospective only and shall not affect any rights or obligations of either Parly that have
accrued as of the date of the order requiring conformance under the terms of this Agreement.

13.2 Notification

If, at any time during the term of this Agreement, either Party becomes aware of a
Significant Regulatory Change (whether actual or proposed), including any automatic interim conformance
under Section 13.1 herein, and il such change may reasonably be expected materially to affect either or both
Parties’ obligations or operations under this Agreement, such Party shall provide written notice to the other
Party promptly no later than one (1) month after becoming aware of such Significant Regutatory Change.
The notice shall contain a description of the Significant Regulatory Change, including expected time
schedules and its impact on this Agreement. If the Party giving notice believes that it will be necessary to
amend this Agreement to address the anticipated change, then the notice to the other Party may include a
proposal that the Parties meet as provided in Section 13.4 hereof and shall use reasonable efforts in order to
negotiate an appropriate amendment to this Agreement.

13.3 Change in Funetions or Scope

The Partics recagnize that there may be a change in the lunctions of the ISO or a change in
the scope of the facilities under the operational authority of the [SO or the replacement of the [SO with a
Regional Transmission Organization that may perform different functions or have a different scope than the
ISO. Such a change shall not be deemed ta be a Significant Regulatory Change unless the change may
reasonably be expected materially to affect either or both Parties’ obligations or operations under this
Agreement. Furthermore, a Significant Regulatery Change shall not be deemed to have accurred seolely as a
consequence of any shifting of functions contemplated in this Agreement between PG&E and the 1SO. In
such event, functions assigned to PG&E under this Agreement shall be performed by the ISO and the 1SO
shall have the same rights and obligations as PG&E under this Agreement to obtain information, perform
studies, have access to rights-of-way and facilities, construct facilities, and otherwise perform the functions
described in this Agreement. Only if the ISO refuses to perform the funclions previously performed by
PG&E shall a Significant Regulatory Change be deemed to have occurred as a result of a change in
functions.
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13.4 Amendment of Agreement

13.4.1 Following notification under Scetion 13.2, the Parties shall meet to discuss whether
an amendment to this Agrecement is necessary to address the Significant Regulatory Change. Such
amendment, if any, shall be limited in scope to what is necessary to allow this Agreement to accommodate
the Significant Regulatory Change identificd in the notice issued pursuant to Section 13.2.

13.4.2 [f the Parties agree that such an amendment 1o this Agreement is necessary, the
Parties will proceed to negotiate in good faith such amendment. If the Parties have not reached agreement on
the terms of the amendment within sixty (60) calendar days of the date of the first meeting, any unresolved
issues shall be resolved through dispute resclution procedurcs set forth in Section 15.10. Notwithstanding
the above, if any issues remain unrcsolved as of ninety (90) calendar days before the Significant Regulatory
Change is scheduled to take place then, with respect to the unresolved issucs, PG&E may, but is not required
to, unilaterally file an amendment to this Agreement with FERC pursuant to Section 205 of the FPA, and
Applicant may excreise its rights under the FPA to protest or oppose such filing.

13.4.3 [f'the Parties cannot agree that an amendment to this Agreement is necessary 1o
allow this Agreement to accommodate the Significant Regulatory Change, they shall submit such dispute to
dispute resolution proceedings pursuant to Section 15.10; provided, however, that if such dispute is not
resolved as of ninety (90) calendar days hefore the Significant Regulatory Change is scheduled to take place,
then PG&E may, but is not required to, unilaterally file an amendment o this Agreement with FERC as set
forth in the paragraph above,

13.4.4 Nothing in this Section 13.4 shall be deemed to limit PG&E's right to make changes
pursuant to Section 15.23.1.

14 BILLING AND PAYMENT

141  Maintenance Payments

PG&E shall bill Applicant for the Costs of performing necessary maintenance during non-
working hours at the request of Applicant pursvant to Section 6.4.3.2. Applicant shall pay PG&E for such
Costs at:

Pacific Gas and Electric Company
Payment Processing Center
Research Unit / BSA

P.O. Box 770000

San Francisco, CA 94177

PG&E may change the place where payment is made by giving Applicant notice thereof as provided
in Section 15.21.

14,2  Payment Due Date

PGA&E shall prepare and submit bills to Applicant on or after the first Business Day of each
calendar month. The payment of any bill shall be due and must be received by PG&LE not later than the 30th
calendar day following the day on which Applicant receives the bill or, if that 30th day is a Saturday, Sunday
or legal holiday, the next Business Day. Such dare shall be referred to as the "Payment Due Date”, A bill
shall be deemed delivered and received on the third Business Day after the postmarked date unless a copy of
the bill is sent by electronic facsimile, in which case it shall be deemed delivered on the same day. Tf
Applicant has & question concerning a bill, it may review the back-up dala used in preparation of the bill to
the extent that data is still available.
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14.3 Estimated Bills

If charges under this Agreement cannot be determined accurately for preparing a biil, PG&L
may use its best estimates in preparing the bill and such estimated bill shall be paid by Applicant. Any
estimated charges shall be labeled as such and PG&E shall, upon request, document the basis for the estimate
used. Estimated bills shall be prepared and paid in the same manner as other bills under this Agreement.

144  Disputed Bills

Lf Applicant disputes all or any portion of a bill submitted by PG&E to Applicant, it
nevertheless shatl, not later than the Payment Due Date of that bill, pay the bill in full. A dispute between
either PG&L or Applicant and any Third Party shall not be a proper basis for withholding payment.
Payments to PG&E of Applicant's obligations arising under this Agreement are not subject to any reduction,
whether by offset, payments into escrow, or otherwise, except for routine adjustments or corrections as may
be agreed to by the Parties or as expressly provided in this Agreement.

145  Adjusted Bills

When final and complete billing information becomes available and a charge is determined
accurately or billing errors are identified and corrected, PG&E shall promptly prepare and submit an adjusted
hill to Applicant, and any additional payments by Applicant shall be made in accordance with the provisions
of Section 14.2. Refunds by PG&LE shall be paid to Applicant not later than thirty (30) calendar days atter
the date of the adjusted bill. Such date shall be referred to as the “Refund Due Date”™. All adjustments or
corrections of bifls under this Agreement shall be subject to the interest provisions of Sections 14.6 and 14.7.

14.6  Interest on Adjusted Rills

Interest on an additional payment shall accrue from the Payment Due Date of the applicable
bill and interest on a refund shall accrue from the date payment of the applicable bill was received by PG&E.

14,7  Interest on Unpaid Bills

Any amount due under this Agreement which is not timely paid shall accrue interest from
the dale prescribed in Scetion 14.6 until (he date payment is made. The interest amount shall be determined
using the interest rate applicable to any amount due during a given month and shall be calculated using the
methodology for refunds pursuant to Section 35.19(a) of FERC's Regulations, 18 CFR § 35.19(a). This
interest rate shall not exceed the maximum interest rate permitted under California law, Interest shall be
calculated for the period during which the payment is overdue or the period during which the refund is
accruing interest.

148 Payment on Disputed Bills

As provided in Scction 14.4, il any portion of a bill is disputed, Applicant shall pay the full
amount, without offset or reduction, by the Payment Due Date. In addition, Applicant shall, on or before the
Payment Due Date, notify PG&E, in writing, of the amount in dispute and the specific basis for the dispute.
PG&FE and Applicant shall endeavor to resolve any billing dispute within thirty (30) calendar days of
PG&LD's receipt of Applicant's notice of a dispute (or such extended period as the Parties may establish). If
the Parties cannot agree, either Party may initiate disputc resolution pursuant to Section 15.10.
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14.2 Refunds

If, after Applicant has paid the full amount of a disputed bill directly to PG&E, the results of
dispute resolution pursuant to Section 15.10 include a determination that the amount due was different than
the amount paid by Applicant, a refund by PG&F to Applicant shall include interest for the period from the
date Applicant's overpayment was received by PG&E to the date the refund is paid to Applicant. Likewise,
an additional payment by Applicant to PG&E shall include interest for the period [rom the original Payment
Due Date to the date Applicant's additional payment is received by PG&L. Interest paid pursuvant to this
Section 14.9 shall be at the rate determined pursuant to Section 14.7.

14.1¢ Failure to Make Payment

A Party’s failure to make any payment on or before the applicable Payment Due Date or
Retund Due Date shall constitute a material breach of this Agreement if that failure is not corrected within
seven (7) Business Days after the other Party delivers written notice to the non-paying Party. In such event,
the Party not receiving payment shall be entitled to pursue any legal, equitable and regulatory rights and
remedies it may have under this Agrecment or otherwise.

15 GENERAL PROVISIONS

15.1 Appendices Included

The following Appendices te this Agreement, as they may be revised from time to time by
written agreement of the Parties or by order of FERC, are attached hereto and are incorporated by reference
as if tully set forth herein:

Appendix A - Insurance

Appendix B - Routine Test Guidelines and Non-Test Procedures

Appendix C - Dispute Reselution and Arbitration

Appendix I - Elections Made By Applicant for New Generators

Appendix E - Generating Facility Informalion and Interconnection Capacity

Appendix F - PG&E Intercennection [Tandbook Waivers

Appendix G - Appendix A of the Reliability Management Agreement

Appendix H - Operating Procedures and T.imitations

152 Audit

For good cause and upon reasonable notice each Party shall have the right Lo audit, at its own
expense, the relevant records of the other Party (including the relevant records of Applicant's meters) for the
limited purpose of determining whether the other Party is meeting its obligations under this Agrcement.

Such audits shall be limited to the preceding five (5) year period and to only those records reasonably
required Lo determine compliance with this Agreement, and each Party agrees to disclose the information
obtained in such audit only to those persons, whether employed by such Party or otherwise, that are directly
involved in the administration of this Agreement. Each Party agrees that under no circumstances will it use
any information ebtained in such an audit for any commercial purpose or for any purpose olher than assuring
enforcement of this Agreement. Each Party’s right to audit shall extend for a period of five (5) years from
the last day of the effectiveness of this Agreement. Records and related back-up data shall be maintained for
a periodd of five (5) years from the last day of the effectiveness of this Agreement to facilitate such audits.
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153  Adverse Determination or Expansion of Obligations
15.3.1 Adverse Determination

If, after the Commencement Date of this Agreement, FERC or any other
Governmental Authority of competent jurisdiction determines that all or any part of this Agreement, its
operation or effect is unjust, unreasonable, unfawful, imprudent or otherwise not in the pubtic interest, cach
Party shall be relieved of any obtigations hereunder to the extent necessary to comply with or eliminate such
adverse determination. The Parties shall treat such adverse determination as a Significant Regulatory
Change and proceed in accordance with Sections 13 and 15.3.3 of this Agreement.

153.2 Expansion of Obligations

If, after the Commencement Date of this Agreement, FERC or any other
Governmental Authority of competent jurisdiction orders or determines that this Agreement should be
interpreted, modified, or significantly extended in such a manner thal PG&E or Applicant may be required to
extend its obligations under this Agreement to a Third Party, or to incur significant new or different
obligations to the other Party or to Third Parties not contemplated by this Agreement, then the Parties shall
be relieved of their obligations to the extent lawful and necessary to eliminate the effect of that order or
determination, and the Parties shall attempt to renegotiate in good faith the terms and conditions ot the
Agreement to restore the original balance of benefits and burdens contemplated by the Parties al the time this
Agreement was made.

15.3.3 Renegotiation

If, within three (3) months after an order or decision as described in Sections 15.3.1
and 15.3.2, the Parties either: (i) do not agree that a renegotiation is feasible or necessary; or (ii} the Parties
cannot agree to amend or supersede this Apreement, then: {a) either Party may submit the dispute for
resolution in accordance with procedures set forth in Section 15.10; (b) PG&E may unilaterally file a
replacement interconnection agreement with FERC; or (¢) either Party may give the other Party written
notice of termination, which termination shall be effective thirty (30) calendar days after receipt of the notice
by the other Party. The cffect of such termination, and the rights of the Parties thereunder, shall be as
provided in Section 5.2.

15.4  Assignments
15.4.1 Assignment

The rights under this Agreement shall not be assignable or transferable nor the duties
delegable by either Party without the prior written consent of the other Party, which consent shall not be
unreasonably withheld or delayed_if the assignee, delegatee or transferee. as applicable, meets the
creditworthiness requirements of the other Party and/or provides security to the other Party satisfactory to the
other Party; provided, that PG&E may, without the other Party’s consent, assign this Agreement to a
successor entity owning the transmission system in accordance with a confirmed Plan of Reorganization of
PG&E.

15.5 Captions
All indices, titles, subject headings, section titles and similar items are provided for the
purpose of reference and convenience and are not intended to affect the meaning of the contents or scope of
this Agreement.
156  Construction of the Agreement
Ambiguities or uncertainties in the wording of this Agreement shall not be construed for or
against either Party, but shall be determined by the Agreement taken in its entirety.
5.7  Control and Ownership of Facilities

The PG&E Electric System shall at all times be and remain in the exclusive ownership,
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possession and control of PG&E, and nothing in this Agreement shall be construed to give Applicant any
right of ownership, possession or conirol of all or any portion of the PG&E Eleciric System. Al facilitics
installed hereunder shall, unless otherwise agreed by the Parties, at all times be and remain the property of
PG&E, notwithstanding that they may be affixed to premises owned or feased by or under ficense to
Applicant.

15.8  Cooperation and Right of Access and Inspection

Each Party shall give to the other all necessary permission to enable it to perform its
obligations under this Agreement. Each Party shall give the other Party the right to have its agents,
employees and representatives, when accompanied by the agents, employees and representatives of the other
Party, enter its premniscs at reasonable times and in accordance with reasonable rules and regulations for the
purpose of inspecting the property, equipment and records of the Party in a manner which is reasonahble for
assuring the performance of the Parties under this Agreement,

159  Default
15.9.1 Termination for Default

If either Party breaches its material obligations under this Agreement, such breach
shall constitute an event of default. If either Party defaults under this Agreement, the other Party may
terminate this Agreement; provided, that prior t¢ such termination the other Party must provide the defaulting
Party with written notice stating: 1) the Party's intent to terminate; 2) the date of such intended termination;
3) the specific grounds for termination; and 4) specific actions which the defaulting Party must take to cure
the default, if any and avoid termination, provided, there is any action which can be taken to cure the default.
The pendency of any dispute resolution procedure pursuant to Section 15.10 with regard to any separate
dispute(s), other than the event of default, shall not limit the right to terminate this Agreement under this
Section 15.9. Lxcept as provided in Section 15.9.2, the defaulting Party shall have thirty (30) calendar days
from receipt of such notice within which to cure such Default,

15.9.2 Termination for Default

It a Default is not capable of being cured within the period provided for in Section
15.9.1, or if the Default is not cured during the perind provided for in Section 15.9.1, the non-defaulting
Party shall have the right to terminate this Agreement by written notice at any time, and be relieved of any
further obligation hereunder and, whether or not that Party terminates this Agreement, to recover from the
defaulting Party all amounts due hereunder. The provisions of Section 15.2 and this Section 15.9 will
survive termination of this Agreement.

15.9.2 Other Remedies for Default

The remedy under Section 15.9.1 is not exclusive, and subject to Section 15.10,
either Party also shall be entitled to pursue any other legal, equilable or regulatory rights and remedics it may
have in response to a default by the other Party.

15.10 Dispule Resolution

The Parties shall make best efforts to resolve all disputes arising under this Agreement
expeditiously and by good faith negotiation. Where this Agreement specifically calls for resolution of
disputes pursuant te this Section 15.10, the Partics shall pursuc dispute resclution according to the
procedures set forth in Appendix C. In all other circumstances the procedures in Appendix C may be used to
resolve disputes upon agreement by both Parties. In the event that a matter is submitted to arbitration under
Appendix C, the Parties shall be bound by the determination of the arbitrator(s).

1511 Governing Law

This Agreement shall be interpreted, governed by and construed under the laws of the State
of California, as if executed and to be performed wholly within the State of California.
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1512 Indemnity
15.12.1 Definitions

As used in this Section 15.12, with initial letters capitalized, whether in the singular
or the plural, the following terms shall have the following meanings:

15.12.1.1 Accident — Personal injury, death, property damage, or economic
loss which:

(a) is sustained by a Third Party ("Claimant"};

(b) arises out of delivery of, or curtailment of, or interruption to electric service,
including but not limited to abnormalities in frequency or voltage; and

{c) results from either or both of the following:

() engineering, design, construction, Tepair, supervision, inspection, testing,
prolection, operation, maintenance, replacement, reconstruction, use, or ownership
of either the PG&E Electric System or Applicant's electrie facilities; or

(i) the performance or non-performance of either Party's obligations or the
exercise of either Party’s rights under this Agreement.

15.12.1.2 Indemnitee — A Party defined in Section 15.12.2(b).
15.12.1.3 Indemnitor -— A Party defined in Scetion 15.12.2(h).
15.12.2 Indemnity Duty

If & Claimant makes a claim or brings an action against a Party secking recovery for
loss, damage, costs or expenses resulting from or arising oul of an Accident (a “Claim™), the following shall
apply:

{a) That Party shall, in its reasonable discretion, either (i) defend any such
Claim brought against it, (ii) satisfy any such Claim, (iii) give written notice of such Claim to the other Party
within ten (10) Business Days of knowledge of its existence and request that the other Party undertake the
defense of such Claim, or (iv) in the event the Indemnitor does not accept the obligation to defend such
Claim or does not respond within the period set forth in Section 15.12.2, proceed as set forth in (i} and (ii) in
this Section 15.12.2.

(b) That Party ("Indemnitor") shall hold harmless, defend and indemnify, to the
fullest extent permitted by law, the other Party, its directors or members of its governing board, officers and
employees ("Indemnitees"), upon written request by the Indemuitee, for Claims brought against the
Indemnitee allegedly resulting from Accidents caused by acts or omissions of the Indemnnitor. The
Indemnitor shall respond in writing within twenty (20) Business Days to any written notice of Claim from
the Indemnitees, as provided in Section 15.12.2(a), either accepting the obligation to defend the Claim or
refusing to undertake such Claim,

() No Party shall be obligated to defend, hold harmless or indemnify the other
Party, its directors or members of its governing board, officers and employees for Accidents resulting from
the latter Party's gross negligence or willful misconduct.

{d) If a Party successfully enforces this indemnity, the Party against which
enforcement is required shall pay all costs of satisfying the Claim, including reasonable attorneys’ fees and
other settlement or litigation expenscs, incurred in such enforcement, within sixty (60} days of written notice
thereof.

15.13 Interpretation

This Agreement is not intended to modify any PG&E or ISO tariff or rule filed with the
CPUC or FERC. In case of conflict between this Agreement and any PG&E or 1SO tari[T or rule, the tariff or
rule shall govern. This Agreement and the Generator Special Facilities Agreement represent the entire
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understanding between the Parties hereto relating to the interconnection and parallel operation of the
Generating Facility with the PG&E Electric System, and supersedes any and all prior proposals or
agreements, whether written or oral, that may exist between the Parties. Where there is conflict or
inconsistency with the express terms in this Agreement and any documents referenced by this Agreement
excluding the above referenced PG&E and IS0 tariffs, the terms of this Agreement shall supersede such
conflicting termns.

15.14 Judgments and Determinations

When the terms of this Agreement provide that an action may or must be taken, or that the
existence of a condition may be established based on a judgment or determination of a Party, such judgment
shall be exercised or such determination shall be made reasonably and in good faith, and where applicable in
accordance with Good Utility Practice, and shall not be arbitrary or capricious.

15.15 Liability
15.15.1 Te Third Parties

Nothing in this Agreement shall be construed to create any duty to, any standard of
care with reference to, or any liability to, any Third Party.

15.15.2 Between the Parties

Except for ils willful misconduct, gress negligence, or with respect to breach of this
Agreement, or with respect to the indemnity duty under Section 15.12.2, no Party, nor its directors or
members of its governing board, officers, employces or agents shall be liable 10 another Party for any loss,
damage, claim, cost, charge or expense arising from or related to this Agreement. [n the event of breach of
this Agreement, neither Party, nor its directors or members of its governing board, officers, employees or
agents shall be liable to the other Party for any consequential, special or indirect damages.

15.15.3 Protection of a Party's Own Facilities

Each [arty shall be responsible for protecting its facilities from possible damage by
reason of electrical disturbances or faults caused by the operation, faulty operation, or non-operation of
another Party's facilities, and such other Party shall not be liable for any such damage so caused.

15.15.4 Liability for Interruptions

Neither Party shall be liable to the other, and each Party hereby releases the other
and its directors, officers, employees and agents from and indemnifies them, to the fullest extent permitted by
law, for any claim, demand, liability, loss or damage, whether direct, indircct or consequential, incurred by
either Parfy, which results from the interruption or curtailment in accordance with (i) this Agreement, (ii}
Good Utility Practice, or (iii) as directed by the 150, of power flows through a Point(s) of Interconnection
made available by PG&E under this Agreement, or of power flows made possible by reason of that Peint(s)
of Interconnection.

15.16 Modification

This Agreement may be amended or modified only by a wrillen instrument signed by the
authorized representatives of hoth Parties, except as may otherwise herein be expressly provided.
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15.17 WNo Dedication of Facilities

Any undertaking by either Party under any provision of this Agrecment is rendered strictly
as an accommodation and shall not constitute the dedication by Applicant of any part or all of the Generating
Facility or by PG&E of any part or all of the PG&L Electric System to the other, the public, or any Third
Party. Any such undertaking by any Party under a provision of, or resulting from, this Agreement shall cease
upon the termination of that Party’s obligations under this Agreement.

15.18 No Obligation to Offer Same Service To Others

By entering into this Agreement to interconnect with Applicant and filing it with FERC,
PG&E does not commit itself to furnish any like or similar undertaking to any other Person.

15.19 No Precedent

This Agreement establishes no precedent with regard to any other entity or agreement.
Nothing contained in this Agreement shall establish any rights 1o or precedent for other arrangements as may
exist, now or in the future, between PG&E and Applicant for the provision of any interconnection
arrangemenls or any form of electric service.

15.20 No Transmission, Distribution or Ancillary Services Provided

Under this Agreement, PG&E does not undertake to provide or make available any
transmission service, distribution service, or Ancillary Services using any part of the PG&E Electric System
for Applicant or any Third Party, or to act as a Scheduling Coordinator or in any other capacity as an
intermediary for Applicant with others. Nothing in this Agreement shall be construed to preclude Applicant
from seeking transmission, distribution, and Ancillary Services or other services under a separate
arrangement or a successor interconnection agreement with PG&E, or pursuant to any tariff for such service
which PG&E may have on file with FERC, or on the basis of other rights that may exist in law or regulation.

15.21 Notices

Except as provided in Sections 8 and @ above and in Appendix C, all notices or other
communications herein provided to be given or which may be given by either Party to the other shall he
deemed to have been duly given if delivered by electronic facsimile transmission with confirmed receipt, or
when made in writing and delivered in persen or deposited in the United States mail, postage prepaid,
certified mail, return receipt requested and addressed as follows:

To PG&E: To Applicant:
Director, Interconnection Services FEDERAL POWER AVENAL, LL.C
Pacific Gas and Electric Company
Mail Code B13M

P. 0. Box 770000
San Francisco, CA 94177

Either Party may change any address or location for notices and other communications by
giving notice to the other Party as provided in this Section [5.21.

15.22 Non-waiver

T'ailure by either Party to enforce any right or obligalion with respect to any matter arising in
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connection with this Agreement shall not constitute a waiver as to that matter or any other matter.

15,23 Reservation of Rights
15.23.1 Rate Changes

Nothing contained herein shall be construed as affecting in any way the right of
PG&E to unilaterally make application to the FERC for a change in rates under section 205 of the FPA and
pursuant to the FERC's Rules and Regulations promulgated thereunder, Applicant shall have the right to
protest and object to such change in rates and otherwise to exercise any and all rights it may have with
respect thereto, including its rights under Section 206 of the FPA. The term "rates” as used herein shall mean
all rates, terms and conditions contained in this Agreement. A change in raies may include, but not he
limited to, not only changes in rates and charges but also in the underlying methodology by which such rates
and charges arc developed.

15.23.2 FPA Disputes

The Parties agree that each Party expressly reserves all of its rights under Sections
202(b) and 210 of the FPA, including the right 10 seek resolution by FERC of disputes arising under Scetions
202(b) or 210 of the FPA; provided, however, that the Parties may agree to resolve such dispute through
procedures sel forth in Scetion 15.10.

15.24 Rules and Regulations

PG&E and Applicant may each establish and, from time to time, change such procedures,
rules, or regulations as they shall determine are necessary in order to establish the methods of operation Lo be
followed in the performance of this Agreement; provided, that any such procedure, rule, or regulation shall
nol be inconsistent with the provisions of this Agreement. If a Party objects to a precedure, rule, or
regulation established by the other Party, it will notify the other Party and the Parties will endeavor to modify
the procedure, rule, or regulation in order to resolve the objection. If the Parties cannot reach agreement,
either Party may seek to resolve such dispute through procedures set forth in Section 15.10.

15.25 Severability

If any term, covenant or condition of this Agreement or its application is held to be invalid
as to any person, entity or circumstance, by FERC or any other regulatory bedy, or agency or court of
competent jurisdiction, then such term, covenant or condition shall cease to have force and effect to the
extent of that holding. 1n that event, however, all other terms, covenants and conditions of this Agreement
and their application shall not be affected thereby, but shall remain in full force and effect unless and to the
extent that a regulatory agency or courl of competent jurisdiction finds that a provision is nol separable from
the invalid provisiomn(s) of this Agreement.
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15.26 Confidentiality

LCach Party shall vse any non-public information concerning any other Party that is furnished
to such party by or on behalf of such other Party in connection with this Agreement (collectively,
“Confidential Information™) solely for engineering, planning and operating purposes and for the purpose of
administering and enforcing this Agreement, and shall limit disclosure of Confidential Information to its
employees who need to have the Confidential Information for such purposes. In no event shali Confidential
Information be provided to a Third Party except as provided below or with the written consent of the other
Party. Notwithstanding the foregoing, each Partly may disclose Confidential Information (a) to its directors,
officers, employees, auditors, counsel, advisors, or representatives {collectively, the “Representatives™)
whom it determines need to know such information for the purposes set forth in this Section 15.26; (b) to any
governmental agency or regulatory body having or claiming to have authority to regulate or oversee any
aspect of such party’s business or that of its Representatives in connection with the exercise of such authority
or claimed authority; and (c) pursuant to any subpoena or any similar tegal process; provided that a Party
shall give the other Party prompt notice of any obligation to disclose under paragraphs (b) and (c) above
prior to making the disciosure and shall reasonably cooperate with any effort by that Party 1o oppose the
required disclosure, For purpeses hereof, the term “Confidential Information™ shall not include information
that (x) is in a party’s possession prior to its being provided by or on behalf of any other party, provided that
such information is not known by a Party 1o be subject Lo another confidentiality agreement with, or other
legal or contractual obligation of confidentiality to, another Party, {¥) is or becomes publicly available (other
than through a breach hereof by such Party), or (z) becomes available to such Party on a nonconfidential
basis, provided that the source of such information was not known by such Party to be bound by a
confidentiality agreement or other legal or contractual obligation of contidentiality with respect to such
information.

Notwithstanding anything in this Section 15.26 to the contrary, if the FERC or its staff,
during the course of an investigation or otherwise, requests informtation from one of the Partics that is
otherwise required (o be maintained in confidence pursuant to this Agreement, the Party shall provide the
requested information to the FERC or its staff, within the time provided for in the request for information. In
providing the information to FERC or its staff, the Party may, consistent with 18 C.T.R, § 388.112, request
that the information be treated as confidential and non-public by the FERC and its statf and that the
information be withheld from public disclosure. The Party shall notify the other Party to this Agreement
when it is notified by FERC or its staff that a request for disclosure of, or decision to disclose, confidential
information has been received, at which time either of the Parties may respond before such information
would be made public, pursuant to 18 C.F.R. § 388.12,
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16 EXECUTION

The signatories hereto warrant and represent that they have been appropriately authorized to enter
into this Agreement on behalf of the Party for whom they sign. If Applicant is a Governmental Authority,
complete execution on its part requires that a certified copy of a resolution of its governing council, board or
other controlling body, authorizing Applicant and those signing on its behalf to enter into this Agreement,
must be attached. This Agreement may be executed in one or more counterparts at different times, each of
which shall be regarded as an original and all of which, taken together, shall constitute one and the same

Agreement.

‘The term of this Agreement shall commence on the date that this Agreement has been executed by

all Partics (“Commencement Date™).

Dated this day of

, 20

FEDERAL POWER AVENAL. LLC

Applicant

BY:

{Signature)

Steven F. Gilliland

{'1'ype or Print Name)

TITLE: President & Chief Exccutive Officer

Fage 31

PACIFIC GAS AND ELECTRIC COMPANY

BY:

{Signaure)

Jeffery Butler

{Type or Print Name)

TITLE: Sr. VP, Transmission and Distribution
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APPENDIX A

i
Insurance

Al General Liability Coverage

A.1.1  Applicant shall maintain during the performance hercof Commercial General Liability
[nsurance for bodily injury, personal injury, and property damage in limits, of combined single limit or
equivalent for the results of any one (1) ocewrtence, of not less than $50,000,000. Such insurance shall
provide coverage at least as broad as the Insurance Service QOffice (ISO) Commercial General Liability
Coverage "occurrence" [orm, with no coverage decletions.?

A.1.2 Commercial General Liability Insurance shall include coverage for Premises-Operations,
Owners and Contractors Protective, Product/Completed Operations Hazard, Explosion, Collapse,
Underground, Contractual Liability, and Broad Form Property Damage including Completed Operations.

A.1.3  Such insurance, by endorsement to the policy(ies), shall include PG&E as an additional
insured, shall contain a severability of interest or cross-indemnity clause, shal! provide that PG&E shall not
by reason of its inclusion as an additional insured incur liability to the insurance carrier for payment of
premium [or such insurance, and shall provide for thirty (30) calendar days written notice to PG&E prior to
cancellation, termination, alteration or material change of such insurance.

A2 Additional Insuranee Provisions

A.2.1 LEvidence of coverage described above in Section A.1 shall state that coverage provided is
primary and is nol excess to or contributing with any insurance or self-insurance maintained by PG&E.

A.2.2 PGE&E shali have the right to inspect or obtain a copy of the original policy(ies) of insurance.

A23 Applicant shall furnish the required certificates’ and endorsements 1o PG&E prior to
commencing operation.

A.2.4  All insurance cerlificates, endorsements, cancellations, terminations, alterations, and material
changes of such insurance shall be issued and submitted to the following:

PG&E Corporation

Manager, Insurance Department
Mail Code B24H

P. (. Box 770000

San Francisco, CA 94177

! Governmental Authorities which have an established record of self-insurance may provide the required coverage
through self-insurance.

’ The precise amount of insurance coverage will be negotiated by the partics consistent with the risks associated with
the speciiic interconnection,

* A Governmental Authority qualitying to maintain self-insurance should provide a statement of self-insurance.
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APPENDIX B

Routine Test Guidelines and Nonr-Test Procedures

B.1 Routine Test Guidelines

‘The following routine test guidelines apply to a Generating Facility capable of making deliveries of
40 kW or more to the PG&E Electric System.

B.1.1  Applicant shall secondary bench test individual relays by applying the appropriate currents,
voltages or frequencies. The relays must be tested at their specified settings to verify the following:

B.1.1.1 Minimum operating point at which relay will actualc {minimum pickup).
B.1.1.2 Time delay for at least three (3) separate multiples of minimum pickup.
B.1.1.3 Phase angle characteristic of directional impedance relays.

B.1.1.4 All relays must meet the following tolerances as applicable under test conditions:

Item Range
Current £ 10%
Volage 1 10%
Time + 10%
Frequency +0.51z
Phase Angle + 5 Degrees

B.1.2 Applicant shall check each protective relay to confirm that the appropriate breaker and/or
main breaker is tripped by the relay contact.

B.1.3 Applicant shall check all voltage and frequency relays when energized to confirm that the
proper secondary potential is applied.

B.1.4 When the Generating Facility is energized and picking up generation, all relay current coils
must be checked by Applicant to confirm that the proper secondary generation current is applied to the relay.
B.2 Non-Test Procedures

B.2.1 Applicanl ugrees to the following conditions regarding a Non-Test requested by PG&LE.

B.2.1.1 Applicant shall not re-energize the affected circuits, whether manually or
automaticatly, without first receiving the approval of the Designated PG&E Electric Control Center.

B.2.1.2 Applicant agrees to install and maintain permanent warning signs on the Generating
Facility’s main control panel and at each remote operating tocation where Applicant has remote closing
capability. The warning signs shall instruct personne! to contact PG&E before re-closing the circuit.
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APPENDIX C
Dispute Resolution and Arbitration

C.1 Negotiation and Mediation

A Party shall initiate dispute resoiution by writien notice to the other Party describing the dispute
and any proposed remedy. As provided in Section 15.10, the Parties agree to seek settlement of all disputes
arising under this Agreement by good faith negotiation between officers of the Parties or their delegates
before using the other methods of dispute resolution. Unless otherwise agreed in writing, the Parties shall
continue to honor their obligations under this Agreement during the course of dispute reselution pursuant to
the provisions of this Section C.1 with respect to all matters not subject to such dispute. Within 30 days after
notice of dispute is given, cach Party shall give written notice 1o the other Party of ils representative(s),
including the officer(s) and any delegate(s), and the representatives shall meet and attempt in good faith to
resolve such dispute and shall continue to negotiate in goed faith in an effort to resolve the dispute. Ha
settlement is agreed upon as a result of the negotiation, then such settlernent shall be recorded in writing,
signed by the Parties, and shall be binding on them.

If such representatives fail to resolve a dispute within 30 days after their first meeting, before
initiating arbitration proceedings under this Appendix C, the Parties shall seek resolution of a dispute
through mediation, with a mediator to be selected by the Parties. The Parties shall meet and confer to
establish an appropriate time schedule for mediation, to choose a mediator with at least {0 years’ experience
in mediating complex commercial disputes, and to agree on any other terms and conditions that will govern
the mediation. The mediation shall include the officers of the Parties named in the notice above (even if such
officers sent delegates to any prior negotiation) and any other representatives of the Party who participated in
the prior negotiations. Tf a settlement is agree upoen as a resull of the mediation, then such settlement shall be
recorded in writing, signed by the Parties, and shall be binding on them.

C.2 Technical Arbitration

The Parties agree that it is in the best interest of both Parties to seek expedited resolution of
arbitrable disputes that are technical in nature. Technical disputes may include, without limitation, disputes
centered on engineering issues involving technical planning studies, the need for and Cost of Special
Facilities, and the Interconnection Capacity of a Point of Change-in-Ownership. Such technical issues may
be resolved through expert application of established technical knowledge and by reference to Good Ulility
Practice and industry standards.

The Party initiating arbitration pursuant to Section C.3 below shall indicate in its notice to the other
Party whether it regards the dispute to be technical in nature. If both Parties agree that a dispute is technical
in nature, then the Parties shall meet and confer to develop an appropriate timetable and process for
expedited reselution of the dispute by a neutral expert, or “technical arbitrator”. If the Parties cannot agree
that a dispute is technical in nature, or if they cannot agree on a neutral arbitrator, then the Parties shall
submit the dispute to arbitration under the procedures set forth in Section C.3 below.

C.3 Arbitration

.31 DNotices And Selection Of Arbitrators

In the event that a dispute is subject to arbitration under Section 15.10 and is not scttled by the
Parties within the earlier of 45 days of the first meeting of the Parties with the mediator or 15 days after the
conclusion of mediation under Section .1, the Party that gave notice under Section C.1 shall initiate
arbitration by sending written notice to the other Party describing the dispute and any proposed remedy.
Within ten (10) Business Days after receipt of such notice, the Parties shall select a single arbitrator. If the
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Parties cannot agree on the selection of an arbitrator, the arbitrator shall be selected by the American
Arbitration Association in accordance with its Commercial Arbitration Rules. The arbitrator selected under
these procedures shall be a lawyer or retired judge with at least 10 years’ experience arbitrating complex
commercial disputes.

C.3.2 Procedures

The arbitration shall be governed by the Commereial Arbitration Rules of the American Arbitration
Association, except as modified herein or agreed by the Parties in writing.

C.3.3 Hearing and Decision

After giving the Parties due natice of hearing and a reasonable opportunity to be heard, the arbitrator
shall hear the dispute submitted for arbitration and shall provide a reasoned written decision within 90 days
or such other daie sclected by agreement of the Parties. Except for a technical arbitrator, the decision shall
conform to applicable law, which includes decisions of a regulatory agency of competent jurisdiction. The
decision shall be final and binding upon the Parties; provided, that under no circumstances is the arbitrator
authorized to (i) add or modify any rate, term or condition of the Agreement or (ii) render a decision that
conflicts with FERC jurisdiction under the Federal Power Act. Judgment may be entered on the decision in
any court of competent jurisdiction upon the application of either Party.

C.3.4 Expenses

Each Party shall bear its own costs and the costs and expenses of the arbitrator shall be borne equally
by the Parties.
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APPENDIX D

Diagram Showing Point of Change-in-Ownership
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APPENDIX E

Generating Facility Information and Interconnection Capacity

E.A Generating Facility Information

FE.1.1 Generating Facility is (cheek ong) [ ] New [ ] Existing

E.1.2 Location of Generating Facility , California

F.1.3 Description of Generating Facility:
E.1.3.1 Make
F.1.3.2 Modcl
E.1.3.3 Type
E.1.3.4 Serial No.
E.1.3.5 Nameplate Qutput Rating kW
E.1.3.6 kVA
E.1.3.7 volts, phase, 60 Hertz
E.1.3.8 Number of units _______

E.2 Interconnection with the PG&E Electric System

E.2.1 Voltage of the Interconnection kv

E.2.2 Interconnection Capacity kw*

F.2.3  Sicp-up transformer available taps
high side kv/ kV kV kv
low side kV/ kv _ . kV kv
Step-up Transformer taps in use LV kV
Step-up Transformer impedance kV kV

* Operating procedures and limitations for the Generating Facility are specified in Appendix 11.
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APPENDIX F

PG&E Interconnection Handbook Waivers
{(Applics to Existing Projects Only)
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APPENDIX G
Appendix A of the Reliability Management Agreement

G.1 Definitions
The following definitions apply to this Appendix G:
G.1.1 Member
Any party to the WECC Agreement.
G.1.2 Reliability Management System (RMS)

The contractual reliability management program implemented through the WECC Reliability
Criteria Agreement, this Appendix G of this Agreement, and any similar contractual arrangement,

(i.1.3 Western Interconnection

The area comprising those states and provinces, or portions thereof, in Western Canada,
Northern Mexico and the Western United States in which Members of the WECC operate synchronously
connected {ransmission systems.

G.1.4 WECC Agreement

The Western Systems Coordinating Council Agreement dated March 20, 1967, as such may
be amended from time to time.

G.1.5 WECC Reliability Criteria Agreement

The Western Systems Coordinating Council Reliability Criteria Agreement dated June 18,
1999, among the WECC and certain of its member fransmission operators, as such may he amended from
time to time.

G.1.6 WECC Staff

Those employees of the WECC, including personnel hired by the WECC on a contract basis,
designated as responsible for the administration of the RMS.

G.2 Reliability Management System
G.2.1 Purpose

In order to maintain the reliable operation of the transmission grid, the WECC Reliability
Criteria Agreement sets forth reliability criteria adopted by the WECC to which Applicant and PG&E shall
be required to comply.

(;.2.2 Compliance

Applicant shall comply with the requirements of the WECC Reliability Criteria Agreement,
including the applicable WLCC reliability criteria set forth in Section 1V of Annex A thereof, and, in the
event of failure to comply, agrees to be subject to the sanctions applicable to such failure. Such sanctions
shall be assessed pursuant to the procedures contained in the WECC Relizhility Criteria Agreement. Each
and all of the provisions of the WECC Reliability Criteria Agreement are hereby incorporated by reference
into this Section 2 as though set forth fully herein, and Applicant shall for all purposes be considered a
Participant, and shall be entitled to all ol the rights and privileges and be subject to all of the obligations of a
Participant, under and in connection with the WECC Reliability Criteria Agreement, including but not
limited to the rights, privileges and obligations set forth in Sections 5, 6 and 10 of the WECC Reliability
Criteria Agreement.
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G.2.3 Payment of Sanctions

Applicant shall be responsible for payment of any monetary sanction assessed against
Applicant by WECC pursuant to the WECC Reliability Criteria Agreement. Any such payment shalf be
made pursuant to the procedures specified in the WECC Reliability Criteria Agreement.

G.2.4 Transfer of Control or Sale of Generation Facilities.

In any sale or transfer of control of any generation facilitics subject to this Agreement,
Applicant shall as a condition of such sale or transfer require the acquiring party or transferee with respect to
the transferred facilities either to assume the obligations of the Applicant with respect to this Appendix G or
to enter into an agreement with PG&E imposing on the acquiring party or transferee the same obligations
applicable to Applicant pursuant to this Appendix G.

G.2.5 Publication

Applicant consents to the release by the WECC of information related to Applicant’s
compliance with this Appendix G only in accordance with the WECC Reliability Criteria Agreement.

G.2.6  Third "arties.

Except for the rights and obligations between the WECC and Applicant specified in this
Appendix G, this Appendix G creales contractual rights and obligatiens solely between the Parties. Nothing
in this Appendix G shall create, as between the Parties or with respect to the WECC: (1) any obligation or
liability whatsoever (other than as expressly provided in this Appendix G), or (2) any duty or standard of
care whatsoever. In addition, nothing in this Appendix G shall create any duty, liability, or standard of care
whatsoever as to any other party. Except for the rights as a third-party beneficiary under this Appendix G, of
the WECC against Applicant, no third party shall have any rights whatsoever with respect to enforcement of
any provision of this Agreement. PG&E and Applicant expressly intend that the WECC is a third-party
beneficiary to this Appendix G, and the WECC shall have the right to seck to enforee against Applicant any
provision of this Appendix G, provided, that specific performance shall be the sole remedy available to the
WECC pursuant to Appendix G of this Agreement, and Applicant shall not be liable to the WECC pursuant
to this Agreement for damages of any kind whatsoever (other than the payment of sanctions to the WECC, if
so applicable), whether direct, compensatory, special, indirect. cansequential, or punitive.

G.2.7 Reserved Rights

Nothing in the RMS or the WECC Reliability Criteria Agreement shall affect the right of the
[SO, subject L any necessary regulalory approval, to take such other measures to maintain reliability,
including disconnection, which the ISO may otherwise be entitled to take,

G.2.8 Severability.

If one or more provisions of this Appendix G shall be invalid, illegal or unenforceable in any
respect, it shall be given effect to the extent permitted by applicable law, and such invalidity, illegality or
unenforceability shall not affeet the validity of the other provisions of this Agreement.

G.2.9 Termination

Applicant may terminate its obligations pursuant to this Appendix G: (a) if after the
Commencement Date of this Agreement, the requirements of the WECC Reliability Criteria Agreement
applicable to Applicant are amended so as to adversely affect the Applicant, provided, that Applicant gives
MMeen (15) duys’ notice of such termination to the ISO, PG&E, and the WECC within forty-five (45) days of
the date of issuance of a FERC order accepting such amendment for filing, provided further that the forty-
five (45) day period within which notice of termination is required may be extended hy Applicant for an
additional forty-five (45) days if Applicant gives written notice to the IS0 and PG&E of such requested
extension within the initial forty-five (45) day period; or {b} for any reason on one year’s written notice to
the 15O, PG&E, and the WECC,

G.2.10 Mutual Agreement

‘This Section Appendix G may be terminated at any time by mutual agreement of PG&E and
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Applicant.

(:"4
W
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APPENDIX 11

Special Operating Procedures and Limitations

Applicant shall operate under the confines of the limitations described below:
s [to be completed].

When the conditions described above exist, Applicant agrees not to seek compensation: {1) from PG&E for
any necessary curtailment; or (2) through participation in the California ISO market mechanisms for
Congestion Management; provided, however, that for any given hour, to the extent that Applicant has
already successfully participated in the California ISO Congestion Management market prior to the existence
of any of the above conditions, Applicant will be entitled to receive and retain compensation from the
California ISO for the services provided.
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Pacific Gas and

e Electric Company..

WE DELIVER ENERGY"

Generator Special Facilities Agreement

At the request of FEDERAL POWER AVENAL, LLC {Applicant), PACIFIC GAS AND ELECTRIC COMPANY (PG&E}
hereby agrees to furnish at Applicant's expense certain facilities consisting of certain facilities described in Exhibit 1 to
Appandix A {Special Facilities). Such Specia! Facilities are expected to be necessary on or about June 1, 2009 for the
interconnecticn of Applicant's electric generating project with PG&E's system and/or PG&E's delivery of electrical standby
service to Applicant's premises Avenal Energy Project, located at Avenal Cutoff Road, Avenal, California

1.

This Generator Special Facilities Agreement {Agreement) inciudes Appendix A, Detail of Special Facilities Charges,
and Appendix B, Project Development Milestones, which are attached and incorporated herein by reference,
Appendix A ang B may be revised or superseded by mutual written agreement and without formai amendment of
the remainder of this Agreement. In addition, Appendix B may be revised or superseded pursuant to orders of the
Federal Energy Regulatory Commission (FERC) without formal amendment of the remainder of this Agreement.

Applicant shzll pay PG&E, on written demand prior to commencement of any work by PG&E, an initial charge equal
to the sum of the amounts that are specified in Appendix A. Furtharmore, Applicant shall pay PG&E all of PGAE's
actual costs reasonably incurred in connection with installing the Special Facilities. Within 180 days of completion
of the work, PG&E shall determine the actual cost of installing the Special Facilities and shall provide Applicant a
final accounting. If the actual cost s greater than the total amount that has been paid by Applicant, then PGRE
shall bill Applicant for the remaining amount, including interest determined pursuant to Section 35.19{a) of FERC'’s
Regulations, 18 CFR § 35.19(a). If the actual cost is less than the total amount that has been paid by Applicant,
then PG&E shall pay Applicant the difference, including interest determined pursuant to Section 35.19(a) of FERC's
Regulations, 18 CFR § 35.19(a).

Applicant also shall pay PG&E any applicable monthly rates and charges for service under PG&E's tanff schedules
plus an ownership charge, either {a) or (b) below as specified in Appendix A, namely:

{a) COST-OF-OWNERSHIF CHARGE representing PG&E's continuing monthly cost of financing (if
applicable), awning and maintaining Special Facilities; or

{b) An EQUIVALENT ONE-TIME CHARGE which 1s equal to the present worth of the monthly COST-OF-
OWNERSHIF CHARGE in perpetuity. The COST-OF-OWNERSHIP CHARGE shall commencs on the
date Special Facilities are first available for Applicant's use, as such date 15 established in PGAE's
records. PG&E will notify Applicant, in writing, of such commencement date. The EQUIVALENT ONE-
TIME CHARGE {if applicable) shali be payable by Applicant to PG&E on demand.

The COST-OF-OWNERSHIP CHARGE for FERC jurisdictional Interconnections set forth herein is determined
in accordance with FERC-approved methodolegy. Initially, the ownership charge is determined in accordance
with the applicable percentage rates established in the Special Facilities ssction of PG&E's Electric Rule 2 as
approved by the FERC. Should the CPUC or FERC, as applicable, subsequently authorize higher or lower
percentage rates, the menthly COST-OF-OWNERSHIP CHARGE shall automatically increase or decrease
without formal amendment to Appendix A as of the effective date of the CPUC's or FERC's authorization.

Where it is necessary to install Special Faciliies on Applicant's premises, Applicant hereby grants to PG&E:

(a} the right to make such installation on Applicant's premises along the shortest practical route thereon with
sufficient legal clearance from all structures now or hereafter erected on Applicant's premises. and

{p)} the right of ingress and egress from Applicant's premises at all reasonabla hours for any purposes
reasonably connected with the operation and maintenance of Special Facilties.

Where farmal rights of way or easements are required on or over property of Applicant or the property of cthers
far the instaliation of Special Facilities, Applicant agrees that PG&E shall use all reasonable efforts to obtain
such nghts of way or easements which shall be at Applicant's expense, or if Applicant and PG&E agree
ctherwise, Applicant shall obtain any necessary permmanent rights of way or easements, satisfactory to and
without cost to PG&E.
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10,

11.

PGA&E shall not be responsible for any delay in complation of the nstallation of Special Facilities resulting from
shortage of labor or materials, strike, labor disturbance, war, riot, weather conditions, governmental rule,
regllation or order, including orders or judgments of any court or regulatory agency, delay in obtaning
necessary rights of way and easements, acts of God, delays resulting from PG&E's responsibility to coordinate
certain electric interconnections with the California Independent System Qperator Corporation or any other
cause or condition beyond the control of PGRE, nor shall PG&E be liable for incidental, indirect, special,
punitive, or conseguential damages for any such delay. PGA&E shall have the right, if for one of the above
reasons it is unable to obtain materials or laber for alt of its construction requirements, to allocate materials and
labor to construction projects which it deems, in its sole discretion, most impoertant to serve the needs of its
customers, and any delay in construction, hereunder resulting from such allocation shall be deemed to be a
cause beyond PG&E's control. In any event, PG&E's total liability for any delay in the completion of the
installation of Special Facilities shall not exceed the amount of Special Facilities Charges paid by Applicant.

In the avent that PG&E is prevented from completing the installation of Special Facilitiss for reasons beyond its
controf after twelve (12) months following the date this Agreemeant has been executed by all the parties, PG&E
shall have the right to supersede this Agreament, subject to Applicant's electron as provided below, upon at least
thirty (30) days' written notice to Applicant and adjust any amounts paid or required to be paid by Applicant
hereunder that may be dus based on that portion of the Special Facilities then completed, if any, utilizing the
estimated costs developed by PG&E for this Agreement. Such a superseding agreement, if any, shall be in
substantially the same form as this Agreement, be executed by both parties harsto, and shall provide that costs
be allocated to the portion of the Special Fadilities then completed, if any, consistent with those costs estimated
by PG&E for this Agreement. [If Applicant elects not to execute a superseding agreement, this Agreement shall
be terminated and the provisions of paragraph 11 herein shall be applied to that portion of Special Facilities then
completed, if any. Applicant alsc shall reimburse PGAE for any expenses it may have incurred for engineering,
surveying, right of way acquisition and other work associated with that portion of special facilities not installad

If it becomes necessary for PGAE to alter, rearrange or make addition to Special Facilities in order to maintain
parallal operation of Applicant's generation or electrical standby service to Applicant's premises, Applicant shall
be notified, in writing, of such necessity and shall be given the option to eithar terminate this Agreement upon
thirty (30) days' written notice to PG&E, or to pay to PG&E additional Special Facilities charges consisting of:

(a} a facility termination charge for that portion of Special Facilities which is being removed because of
alteration, rearrangement or addition to Special Facilities. Such charge to be determined in the same
manner as described in paragraph 11 herein; plus,

{b) an additonal ADVANCE and/or REARRANGEMENT CHARGE, if any for any new Special Facilities
which shall be applied in the same manner as prescribed in paragraph 2 herein; plus,

(c) a revised monthly COST-OF-OWNERSHIP CHARGE or EQUIVALENT ONE-TIME CHARGE based on
the estimated installed costs of all new and remaining Spacial Facilities. Such revised monthly COST-
OF-OWNERSHIP CHARGE or EQUIVALENT ONE-TIME CHARGE shall be applied in the same
manner as prescribed in paragraph 3 herein.

This Agreement shall become effactive when executed by the parties hereto and, except as provided for in
paragraphs 8 and 9 herein, shall remain in force until one of the following events occurs:

{a) Applicant fails to meet the project development milestones fisted in Appendix B of this Agreement, or

(k) A Generatgr Interconnection Agreéement or parallel operation agreement {if applicable) no longer exists
between Applicant and PG&E which would cccasion the need for Special Facilities; or

{c} The awnership of Special Facilities or any portion thereof is deeded to a public authority, or

(d) Appll_icaglt fails to pay the monthly COST-OF-QWNERSHIP CHARGE prescribed in this Agreament, if
applicable.

Either party shall provide the other at least thirty (30) days' written notice of termination and an cpportunity to
cure before termination becomes effective pursuant to this paragraph

Upon termination of the Agreement for any reason:

{a} Applicant shall pay to PG&E on written demand {in addition to all other menies to which PG&E may be
legally entitled by virlue of such termination) a facility termination charge defined as the estimated
installed cost, plus the estimated removal cost less the estimated salvage value for any Special
Facilities which can be removed, all as determined by PGAE in accordance with its standard
accounting practices. PG&E shall deduct from the facility termination charge the ADVANCE plus the
unamortized balance of the EQUIVALENT ONE-TIME CHARGE previously paid, if any. If the
ADVANCE paid plus the unamortized batance of the EQUIVALENT ONE-TIME CHARGE, If any, is
greater than the facility termination charge. PG&E shall refund the difference, without interest to
Applicant; and
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13.
14

15,

16.

17.

18.

19.

(b} PG&E shall be entitled to remove and shall have a reasonable tima in which to remove any portion of
the Special Facilities located an the Applicant's premises; and

{c) PG&E may, at its option, alter, rearranga, convey or retain in place any portion of the Special Facilities
located on other property off Applicant's premises. Where all or any portion of the Special Facilities
located off Applicant's premises are retained in place in anticipation of providing permanent service to
customers of PG&E, an equitable adjustment shall be made in the facility termination ¢charge.

In the event any of the Special Facilities are used during the term of this Agreement to provide servics to a party
other than the Applicant, an adjustment shall be made in accordance with then-current regulatery policy.

Special Facilities shall at all times he the property of PGAE.

This Agreement does not give the Applicant any right to build, place, or mamntain any of Applicant’s or third party
facilities on, under or over any PG&E land, easements or property. If Applicant wishes to build, place, or
maintain its facilities (or a third party's facilities) associated with the generation project on, under or over any
PGA&E land, easements or property, Applicant must specifically request the right to make such use and identify
the PG&E property involved, regardless of whether Applicant wants a lease, easement, licanse or other
agreement from PG&E. PGAE will separately consider whether or not it is willing to permit such use. In
addition, PG&E may need to obtain approval from the CPUC through a filing under section 851 of the California
Public Utilities Code, or obtain a waiver of such filing requirements, before PG&E can provide Applicant with any
right to use its land. This CPUC approval could potentially take six to eighteen months or longer to obtain, and
the CPUC may deny such applications. Applicant should notify PG&E as soon as possible of any potential
request for permission to use or cross PG&E land, easements or property. PG&E shall bear na responsibiiity for
any inability to obtain such CPUC approval or for any delays connected with obtaining such CPUC approval.

This Agreement shall be subject to all of PG&E's applicable tariffs on file with and authorized by the CPUC and
FERC, and shall at all times be subject to such changes or modifications as the CPUC and FERC may direct
fram time to time in the exarcise of their jurisdictions.

[ ] {check if applies) Applicant and PG&E agree that the Special Facilites described in this Agreement are
already in place as of the date this Agreement has been executed by all the parties and that paragraphs B, 7,
and 8 of this Agreement and Appendix B of this Agreement are not applicable.

Nothing contained herein shall be construed as affecting in any way the right of PG&E to unilaterally make
application to the FERC for a change in rates under section 205 of the Federal Power Act (FPA) and pursuant to
the FERC's Rules and Regulations promulgated thereundar, Applicant shall have the right to protest and object
to such change in rates and otharwise to exercise any and all rights it may have with respect thereto, including
its rights under Section 208 of the FPA. The term "rates” as used herein shall mean all rates, terms and
conditions contained in this Agreement. A change in rates may include, but not be limited to, not only changes
in rates and charges but also in the underlying methodology by which such rates and charges are devsloped.

No transfer or assignment of either party's rights, benefits or duties under this Agreement shall be effective
without the prior written consent of the other party, which consent shall not be withheld unreasonably; provided,
however, that this Section 18 shall not apply to interasts that arise by reason of any deed of trust, mortgage,
indenture or secunty agreament heretofore granted or executed by either party. No partial assignment of either
party's nghts, benefits or duties shall be permitted under this Agreement uniess otherwise agreed to by the
parties. Any successor to or transferee or assignee of the rights or obligations of a party, whether by voluntary
transfer, judicial sale, foreclosure sale or otherwise, shall be subject to all terms and conditions of this
Agreement 1o the same extent as though such successor, transferee, or assignee were an original party

Taxes Resulting from Applicant's Contribution of Special Facilites

(2) Representations And Cowvenants. In accordance with IRS Notice 2001-82 and IRS Notice 88-129,
Applicant represents and covenants that (i) ownership of the electricity generated at Applicant's electric
generating plant will pass to ancther party prior to the transmission of the electricity on PG&E's system,
{ii) for income tax purposes, the amount of any payments and the cost of any property transferred to
PGA&E for the Special Facilities will be capitalized by Applicant as an intangible asset and recavered
using the straight-line mathad over a useful life of 20 years, and (iii) any portion of tha Special Facilities
that is a "dual-use intertie” within the mezning of IRS Notice 885-129, is reasonably expected to carry
enly a de minimis amount of electricity to the direction of Applicant or parties related to the Applicant
duning the first ten taxable years of PG&E, beginning with the year in which the transferred property is
placed n service. For this purpose, "de minimis amount” means no more than 5% of the total power
flows in both directions, calculated in accordance with the "5% test" set forth in IRS Notice 88-129. At
PG&E's request, Applicant shall provida PGAE with a report from an independent engineer confirming
its representation In clause {1}, above

1)) Indemnification for Taxes Imposed Upon PG&E. Notwithstanding paragraph 19{a), Applicant shall
protect, indemnify and hold harmless PG&E from income taxes imposed against PG&E as the result of
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{c)

{d)

(©)

(it}

(i)

payments or property transfers made by Applicant to PG&E under this Agreement for the construction
of Special Facilities, as well as any interest and penaltiss (other than interest and penalties attributable
salely to failure by PG&E 1o pay taxes in a timely mannar for which Applicant made timely payment to
PG&E). PG&E shall not include a gross-up for income taxes in the amounts it charges Applicant under
this Agreement unless (i) PG&E has determined, in good faith, that the payments ar property transfers
made by Applicant to PG&E for the construction of Special Facilities should be reported as taxable
income, ar {ii) any governmental authority with taxing or rate jurisdiction over PG&E directs PG&E fo
report such payments or property transfers as taxable income. Applicant shall reimburse PG&E for
such taxes on a fully grossed-up basis, calculated in accordance with paragraph 19(c), within 30 days
of receiving written netification from PG&E of the amount due, including detail about how the amount
was calculated.

Tax Gross-Up Amount  Applicant's liability for taxes under this paragraph 19 shall equal the product of
(i} the gross income realzed by PG&E for income tax pumposes, whether attributable to the
circumstances described in paragraph 19(b) or paragraph 18(d}, with respect to the payments or
propenty transfers made by Applicant to PG&E under this Agreement for the construction of Special
Faciliies (but not including any gross income attributable to the payment of tha gross-up calculated
under this paragraph 19(c)) (the "Gross Income Amount”) multiplied by (i) the “Gross-up Percentage”
{as defined beiow). The "Gross-up Percentage” shall equal the gross-up percentage determined in
accordance with "methed 5," as described in CPUC Dacision 87-09-026 for taxable contributions-in-aid-
of-construction paid to PG&E in the year the Gross Income Amount is includable in PG&E's taxable
income. The “Gross-up Percantage” shall be presumed to be the percentage set forth in PG&E's
electric tariffs accepted by the CPUC for taxable contributions in aid of construction. To the extent
FERC requires that an alternative gross-up calculation be used to compute gensrator liability for taxes
covered by this Agreement, such alternative methodology shall ba used, but only if FERC directs that
its order should modify gross-up agreements enterad into prior to the date of the FERC order.

Subsequent Taxable Events If within 10 years from the date on which the Special Facilities are
placed in service, (i) Applicant breaches any of the covenants contained in paragraph 19(a), (i) a
"disqualification event' occurs within the meaning of IRS Notice 88-129, or (iii) this Agresment
terminates and PGA&E retains ownership of the Special Facilities, then Applicant shall pay a tax gross-
up for the taxes imposed on PG&E, calculated using the methodology described 1n paragraph 19(c);
provided, however, that Applicant will also reimburse PG&E for any such taxes imposed more than 10
years after the date the Special Facilities are placed in service, but only to the extent either 1) PG&E is
unable to include such tax costs in its cost of service ar 2) such tax costs are included in PG&E's cost
of service but the FERGC {or other governing regulatery authority) directs that such taxes shouid
nevertheless also be subject to reimbursement.

Security.

Ta ensure payment of any indemnity required by paragraphs 19(b) and (d). not later than sty (60)
days prior to inital energy deliveries, Applicant shall provide security which PG&AE deems
adeguate. PG&E shall deem satisfactory any security pravisions of general applicability which
FERC establishes in docket number RM02-1-000, or any other docket in which FERC resolves the
issue of the need for, and possible form and amount of residual security associated with generator
interconnections.

Unless and until FERC provides such guidanice, Applicant shall either provide a letter of credit or
equivalent security in the amount of the gross-up computed as if tax had been incurred at
inception; or pay PG&E in cash an amount equal to 20% of the amount of the gross-up computed
as if tax had been incurred at inception.

in the alternative, if the equity interest in Applicant is ultimately owned at least 80% by a parent
company which owns multiple generation projects interconnected with PG&E, which all qualify for
the safe harbor in IRS Notice 2001-82, and 1s willing to provide a letter of credit that would apply to
the potential gross-up for any of those projects, then such parent company may provide a letter of
credit equal to the potential ITCC tax liability associated with the generation project for which
PGR&E’s potential ITCC hability is the greatest; provided that the equity ownership interast for such
generaticn project is ultimately owned at least 80% by such parent. A parent providing a letter of
credit under this subsection shall provide PG&E with documentation satisfactory to PG&E that it
satisfies (and continues tc satisfy) the B0% equity ownership condition of the preceding sentence.
To the extent the parent no longar qualihes under this subparagragh 12(e)iil), additional security
may be requred at PG&E's sole discretion in accordance with subparagraphs 18(e)(i) and
19(e)(i). The terms of the letter of credit or other security arrangement shall provide PGAE with
reimbursement for the potential taxes imposed on the reportable gross income described in
paragraph 19(b) or 18{d) on a fully grossed-up basis, calculated in accordance with paragraph
19(c), within 30 days of receiving written notification from PG&E of the amount due, including detail
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about how the amount was calculated. The security option provided in this paragraph 19{(e}i) s
intended to apply only to FERG-jurisdicticnal interconnection arrangements, and shall not apply to
generation projects interconnected under CPUG-jurisdictional arrangements. The fact that the
ultimate owner of a particular generation project interconnacted under FERC-jurisdiction also owns
a project interconnected under CPUC authority shall not disgualify it from eligibility for this security
option for its FERC-jurisdictional projacts.

N No Waiver with Respect to Residual Security Obligations. Nothing in this paragraph 18 shall waive eithar Party's
rights pursuant to sections 205 or 206 of the Federal Power Act or otherwise to support or oppose, in any
proceeding or forum, the need for, the form of, and the amount of any residual ITCC security, if any, which
PG&E may obligate Applicant to maintain.

20. This Agreement may be sxecuted in any number of counterparts, each of which shall be an original, but all of
which together shall constitute one instrument. In the event that any signature is delivered by facsimile
transmission, such signature shall create a valid and binding obligation of the party executing {(or on whose
behalf such signature is executed) the same with the same force and effect as if such facsimile signature page
were an original thereof.

Dated this day of

, 20

FEDERAL POWER AVENAL, LLC

PACIFIC GAS AND ELECTRIC COMPANY

Applicant

BY:

{Signaturs)

Steven F. Gilliland

{Type or Print Name)

BY:

(Signature)

Jeffery Butler

{Type or Print Name)

TITLE: President & Chief Exacutive Officer TITLE: 8r. VP, Transmisslion and Distribution

Mailing Address:

Fedaeral Power Avenal, LLC
Avenal Energy Project
2116 Watts Road

Houston, Texas 77030

Attachments:

Appendix A

Appendix B (if applicable)

Generator Interconnection Agreement (draft)
Exhihit 1 to Appendix A
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Appendix A

Detail of Special Facilities Charges

Applicability

The application of charges specified herein are pursuant to the provisions of this Agreement between FEDERAL
POWER AVENAL, LLC {Applicant) and PACIFIC GAS AND ELECTRIC COMPANY (PG&E) and shall be a part
thersof and in effect until superseded by mutual agreement.

Initial Charge
A Net cost of all Direct Assignment Special Faciities . .. ... ... $_ 1,950,000 !
B. Plus Net cost of ali Network Upgrade Special Facilities . . . . . .. $_ 4,500,000 2

C. Less the cost of “removable and reusable” Special Facilities
which are provided, instalied and furnished by PG&E pursuant
toRule No. 21 .............. . (s )

D. ADVANCE . ... ... % 5879000 8

E. Less PG&E's estimate of the cost of Speciat Facilities provided,
installed and deeded to PG&E by Applicant (includes costs of
design and administration by PG&E) . . . ... ....... ... .. . {5 }

F. Plus the cost of design, administration and inspection by PG&E
of Special Facilities provided, installed and deeded to PGAE
by Applicant . . ........ .. ... . . _. e 3 N/A

G, InitialCharge .. ... ... ... .. $__ 6,879,000

Installed Cost of PGAE's Existing Facilities Allocated for
Applicant's Use . . ... .. ...... ... ... ... .. ... $ NIA

Ths is the portian of costs related to Direct Assignment Work used to calculate the manthly COST OF GWNERSHIP CHARGE or
EQUIVALENT ONE-TIME CHARGE.

This is the portion of costs related to Network Upgrade Work {See breakdown in Exhubit 2). Na monthly COST OF OWNERSHIP
CHARGE or EQUIVALENT ONE-TIME CHARGE is applicable

This is the estimated total cost of Special Facilities including Direct Assignment Work and Network Upgrade Work, and ITCC of
22% (see Interim Crediting Mechanism for Network Upgrades in Exhibit 1),
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IV.  Monthly Cost of Ownership Charge
Special
Facilities Application Current Monthly
financed by: Base Percentage Charge
Rate
A. Applicant | ADVANCE (I1.D above = 1. + 2, below)
1. Cost of distribution facilites . ... . §_ 0
Less allowance for existing facilities (3 _ _N/A )™
Netamount. . ................. =5_0 x_0.48%/mo | =$0/mo
2. Cost of transmission facilities . . . .. $ 1,950,000
Less allowance for existing facilities (3_ N/A ) x 0.31% /mo | = $6,045.00 /mo
Netamount................... =§ 1,950,000
B. PGAE ‘Ramovable and reusable” Special
Facilittes {II.B above = 3. + 4, below)
3. Distribution facilities . . . . ... F_NA Xx_NA _ /mo | =5 _NA /mo
4. Transmission facillities .. . ......... $_NJ/A ¥ _NA /ma | =535 N/A /mo
C. PG&E Existing facilities allocated as Special
Facilities {lll above = 5. + 8 below)
5. Distribution facilites . ... ......... $__NJA Xx__NA /mo | =F NA mo
8. Transmission facilities . . ... . ...... $__N/A x__ N/A /mo | =% NA fmo
D. Total Manthly COST OF OWNERSHIPCHARGE .. .. ........... . ....... ... . $6,045.00 /mo

V. EQUIVALENT ONE-TIME CHARGE (in licu of monthly COST OF QWNERSHIP CHARGE)

_ . Check here if applicable

% 6,045.00/ mo (IV.D above} x 12 mo. x 12.8 {present worth factor) = § 928,512.00

V1. PAYMENT SCHEDULE

Applicant shall pay, in advance within 30 days of receipt of an invoice from PG&E, the estimated cost for the scope of
work to be undertaken by PG&E in the next quarter. PG&E and Applicant shall coordinate on the schedule and scope of
work to be undertaken by PG&E for construction of the Special Facilities by the target date set forth in the introductory
paragraph of thiz Agreement. In the event Applicant fails to make such advance payment, PG&E shall have no obligation
to continue construction or to incur any expenses associated with this Agreement  However, Applicant shall remain
obligated to pay any outstanding amounts incurred by PG&E under this Agreement that have not been previously
reimbursed by Applicant

In no event shall sither party herete be liable under the provisions of this Agreement for any lossas, damages, costs or
expenses for any indirect, special, incidental, consequential or punitive damages, including but not limited to, loss of
profits or revenue, loss of use of the equipment, cost of capital, cost of temporary equipment or services, whether based
in whaole or in part in contract, in tort, including negligence, strict liability, ar any other theary of liability, provided, however,
that damages for which a Parly may be liable to the other Party under ancther agreement will not be considered to be
special, indirect, incidental, or consequential damages hereunder.

4 This percentage rate is set forth in Section | of PG&E’s Electric Rule No. 2 and is subject to change upoen autharization by the
California Public Utilities Commission. The current applicable CPUC-approved monthly Cost of Ownership Rates for Distribution-
level, customer-financed Special Facilities and Transmisslon-level, customer-financed Special Facilities are 0.48% and 0.31%,
respectively, which became effective August §, 1996.

5 Where Special Facilities displace PGE&E's existing facilities, this allowance assures the exclusion of PG&E's existing ownership
costs from Applicant’s monthly COST OF OWNERSHIP CHARGE or EQUIVALENT ONE-TIME CHARGE.
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Appendix A
Exhibit 1

Beiow are the estimated costs of Spacial Facilities for the Direct Assignment Work and Network Upgrade Work for the
FEDERAL POWER AVENAL, LLC.

Direct Assignment Cost

Work Description Cost
Testing (SCADA/EMS and pre-parallel inspection) $250,000
install one new 230 kV breaker, associated relay eguipment, and fiber cable termination $1,700,000

equipment to connect the new 230 kV generation fie lins

Total bafore tax ' $1,950,000
ITCC tax at 22% $420,000
Total $2.379,000

Network Upgrades Cost

Work Description Cost

Transmission line work: PG&E to raise two towers of Gates Arco 230 kV line to allow $300,000
Applicant to bring the tie ling in a flat configuration

Gates Substation work: PGAE to extend 230 kV buses to provide space for a breaker $2,300,000
position, associated protection, and telecommunications equipment. PG&E to also
expand the control building

Gates Substation work: PG&E to replace four overstressed 230 kV breakers $1,800,000

“Total $4,500,000
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Appendix A
Exhiblt 2

Interim Craditing Mechanism For Network Upgrades Funded By
FEDERAL POWER AVENAL, LLC
As Modifled Pursuant to the Commission’s Order Dated October 25, 2002
in FERC Dockat No. ER02-1330-000 and ER02-1330-001

A. Method of Providing Credits

PG&E will pay to the generator that funded network upgrades credits based on the cost of the natwork upgrades
funded by the generator, on the amortization schadula described in paragraph B below, with intarest at tha rate specified
in 18 C.F.R. section 35.19a{a){2).

B. Amortization Schedule for Term Credits

The credit will be paid in guarterly installments, For all projects, regardless of the costs of the network
upgrades, the credits will be amortized over a five-year term that commences with commereal operation of the project.
However, if the project commenced commercial operation prior to January 28, 2003 (the date of the Commission’s
Duke-Hinds !t order (102 FERC 61,068), and if an agreemeant requiring generator funding of upgrades, without any
crediting mechanism, was previously filed with and approved by the Commission, then no credits will be payable for such
prior period of commercial operation. In that case, the total amount of the credit due to the generator will ba reduced
proportronately to account for the period of commercial operation prior o January 28, 2003

C. Duration of This Credit Mechanism and Section 205 Rights.

This credit will be paid untll the entire amount has been refunded or PGAE obtaine FERC permission to
ferminate providing the credit. PG&E anticipates that this will only be an interim credit mechanism, and that it will seek
FERC permission fo revise this mechanism to reflect the policy directions given by FERC in its finat Interconnection
Rulemaking in Docket RM02-1-000. Nothing contained herein shall be construed as affecting in any way the right of
PGA&E to unilaterally make application to the FERC for a change in rates under Section 205 of the Federal Power Act
("FPA") and pursuant to the FERC's Rules and Ragulations promulgated thereunder. Applicant shail have the right to
protest and object to such change in rates and otherwise to exercise any and all rights it may have with respect thereto,
including its rights under Section 2086 of the FPA  The term “rates” as used herein shall mean all ratas, terms and
conditions contained in this mechanism. A change in rates may include, but not be limited to, not only changes in rates
and charges but also in the underlying methedclogy by which such rates and charges are developed.

D. First Payment Date

Payment will commence sixty (60) days after FERC accepts the crediting mechanism for the specific project, or
after it begins commercial operations, whichever occurs later.  PG&E raserves the right to seek bankruptcy court
approvals, if necessary, prior to making such payments.
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Appendix B

Project Development Milestones

This Appendix B describes project milestones to be met by developers of new generation resources. If any of the
following project milestones are missed, the Generator Special Facilities Agreement (GSFA) executed by FEDERAL
POWER AVENAL, LLC on or before {insert date) will terminate pursuant to the terms of Section 10 {a) of
the GSFA,

Milestones

Failure to comply with the applicable milestonas results in the loss of interconnection priority and termination of the
G3FA. Iflost, interconnection priority for a project can be reestablished by submitting a new Application.

The project milestones to be met by Applicant are as follows:

1. Submit a Final Project Development Schedule within 8 months of executing the Generator Special Faciiitias
Agreement. A GSFA for this project was executed on or before {insert date), therefore, a final project development
schedule must be received by (insert date}

2. Provide within 6 months of executing a GSFA: {a) proof of filing and acceptance of the Applicant's Gritical Path
Permit, and (b) the expected date of receipt of such permit.

3. Provide by the date specified by the Applicant in the Final Project Davelopment Schedule either {2 writtan request to
PG&E to begin interconnecticn engineering and material procurement and make payments to PGAE as specified in
the GSFA or (b) the date when the Applicant will start construction of any interconnection facilihes it ptans to build.

4. By the date specified in the Final Project Development Schedule, start construction of the project.

5. If Applicant has complated all previous applicable project milestones and intends to begin parallel operation, it must
execute a Generator Interconnection Agreement prior to parallel operation with PG&E transmission or distribution
facilities but no sooner than & months prior to expected Cperation of the new generating rasource(s).

6. Successfully complete parallel testing and start Operation within three years of executing the GSFA no fater than -
{insert date).

Missed Milestones

The partias have an obligation to meet tha milestone deadlines pursuant to terms of the applicable tariffs and
agreements. Exceptions may be granted by PG&E on a non-discriminatory basis where: (1) no other prospective
generator would be harmed by the exception g.q., if ho other generaters were in the priority queue behind the party which
had missed a milestone, or (2) the milestone was missed for reasons outside of the party's control e.g | due to an
Uncentrollable Force ¥

Definitions

Final Project Development Schadule. A written document which inciudes the following information concerning the
Applicant’s generation projsct.

1. Type of project {technology)

2. Capacity

3 Estimated average annual energy output

4. Location and description of site

5. Project ownership or management

8. Fuel sourge

7. Type of generating and ancillary equipment
8. Method for affirming primary energy source
9. Pemmit application schedule

10. Permi receipt scheduie

This term is used as dafined in PG&E's Transmission Owner's Tariff
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11. Consiruction start date
12, On-line or aperation date

Generator Interconnection Agreement: An agreement between PG&E and the Applicant which describes the
interconnection service to be provided by PG&E, operating and maintenance provisions required by PG&E as the owner
of interconnection and transmission facilities used to deliver facility output, interconnection facility testing rights and
obligations, and miscellaneous legal provisions governing the relationship and obligations of the parties including
provisions for any electric standby service.

Operation: A generating facility is considared to ba in operation: {1) after it has passed paralle testing with the electric
grid, (2) obtained any necessary approvals from the California Independent System Operator Corporation, and (3) when it
can consistently meet its energy delivery abligations pursuant to applicable 1ISC Tariff provisions and/for any bilateral
cantracts io supply power 1o customers.

Critical Path Permit The critical path permit for various IPF and QF technologies are as follows:

For All Non-Thermal Projects and Therma! Projects Exempt from CEC Site Certification”

Geasthermal: County Conditicnal Use Permit or Special Zone Permit
Biomass' County Conditional Use Permit or Special Zone Permit, or Air Quality Permit
Wind: County Conditional Use Permit or Special Zone Permit

Cogeneration:  Air Quality Permit
Hydro: FERC License or Exemption

For Non-Exempt Tharmal Projects Over 50 MW:
California Energy Commission Site Certification

If, far whatever reason, the permit cited above is not applicable to a project, a different cnbical path permit may be
substituted, with PG&E's agreemant.
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