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In re 

PACIFIC GAS AND ELECTRIC 
COMPANY, a California corporation 

Debtor.  

Federal I.D. No. 94-0742640

Case No. 0 1-30923 DM 

Chapter 11 Case

NOTICE OF ENTRY OF ORDER APPROVING 
DEBTOR'S MOTION FOR ORDER AUTHORIZING 

ASSUMPTION OF LONG-TERM GAS TRANSPORTATION SERVICE 
AGREEMENT BETWEEN DEBTOR AND GAYLORD CONTAINER CORP.

NOTICE OF ENTRY OF ORDER.

JAMES L. LOPES (No. 63678) 
JANET A. NEXON (No. 104747) 
WILLIAM J. LAFFERTY (No. 120814) 
CEIDE ZAPPARONI (No. 200708) 
HOWARD, RICE, NEMEROVSKI, CANADY, 

FALK & RABKIN 
A Professional Corporation 
Three Embarcadero Center, 7th Floor 
San Francisco, California 94111-4065 
Telephone: 415/434-1600 
Facsimile: 415/217-5910 

Attorneys for Debtor and Debtor in Possession 
PACIFIC GAS AND ELECTRIC COMPANY 

UNITED STATES BANKRUPTCY COURT 

NORTHERN DISTRICT OF CALIFORNIA 

SAN FRANCISCO DIVISION

Ad



PLEASE TAKE NOTICE that on September 13, 2001, the above-captioned 

Bankruptcy Court filed its "Order Approving Debtor's Motion for Order Authorizing 

Assumption of Long-Term Gas Transportation Service Agreement Between Debtor and 

Gaylord Container Corp.," a copy of which is attached hereto as Exhibit "A."
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Respectfully, 

HOWARD, RICE, NEMEROVSKJ, CANADY, 
FALK & RABKIN 

A ProfessiorW Cormoration

By:

Attorneys for Debtor and Debtor in Possession 
PACIFIC GAS AND ELECTRIC COMPANY
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NOTICE OF ENTRY OF ORDER

HORiD 

S. U<O

DATED: September 18, 2001.
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JAMES L. LOPES (No. 63678) 
WILLIAM J. LAFFERTY (No. 120814) 
CEIDE ZAPPARONI (No. 200708) 
KIMBERLY A. BLISS (No. 207857) 
HOWARD, RICE, NEMEROVSKI, CANADY, 

FALK & RABKIN 
A Professional Corporation FILED 
Three Embarcadero Center, 7th Floor 
San Francisco, California 94111-4065 SEP 1 3 2001 
Telephone: 415/434-1600 
Facsimile: 415/217-5910 UNITED STATES BANKRUPTCY COURT 

SAN FRANCISCO, CA 

Attorneys for Debtor and Debtor in Possession 
PACIFIC GAS AND ELECTRIC COMPANY 

UNITED STATES BANKRUPTCY COURT 

NORTHERN DISTRICT OF CALIFORNIA 

SAN FRANCISCO DIVISION

In re

PACIFIC GAS AND ELECTRIC 
COMPANY, a California corporation, 

Debtor.

Federal I.D. No. 94-0742640

Case No. 0 1-30923 DM 

Chapter 11 Case

Date: 
Time: 
Place:

September 13, 2001 
10:00 a.m.  
235 Pine St., 22nd Floor 
San Francisco, California

ORDER APPROVING DEBTOR'S MOTION FOR ORDER AUTHORIZING 
ASSUMPTION OF LONG-TERM GAS TRANSPORTATION SERVICE 

AGREEMENT BETWEEN DEBTOR AND GAYLORD CONTAINER CORP.  

EXHIBIT A 
WD 091301/1-1419920/944183/v I 
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I The Motion for Order Authorizing Assumption of Long-Term Gas Transportation 

2 Service Agreement between Pacific Gas and Electric Company and Gaylord Container 

3 Corporation (the "Motion"), filed by Pacific Gas and Electric Company the debtor and 

4 debtor in possession in the above-referenced chapter 11 bankruptcy case ("PG&E"), came 

5 for hearing on September 13, 2001, at 10:00 a.m., in the Courtroom of the Honorable Dennis 

6 Montali, located at 235 Pine Street, 22nd Floor, San Francisco, California. The Motion was 

7 heard on shortened time, pursuant to an Order Shortening Time entered by the Court on 

8 September 5, 2001. William J. Lafferty of the law firm Howard, Rice, Nemerovski, Canady, 

9 Falk & Rabkin, a Professional Corporation, appeared for PG&E. Michael Sorochinsky of 

10 the law firm Milbank, Tweed, Hadley & McCloy LLP appeared telephonically for the 

11 Official Committee of Unsecured Creditors. Other appearances, if any, were as noted in the 

12 record.  

13 The Court having considered the Motion and accompanying declarations and' other 
RK1 

v 14 documents filed in connection therewith, and the arguments of counsel at the hearing on the 
rALK 

15 Motion, and the record of this case, and the Court having been apprised that this Motion is 

16 related to PG&E's Notice of Intention to Assume Power Purchase Agreement with Gaylord 

17 Container Corporation, which has been separately noticed to creditors pursuant to the notice 

18 procedures approved by this Court for the assumption of Power Purchase Agreements, and 

19 good cause appearing, the Court hereby ORDERS as follows: 

20 1. Notice of the Motion was appropriate under the circumstances presented by this 

21 matter.  

22 2. The Motion is approved.  

23 3. PG&E is authorized to assume the Long-Term Intrastate Natural Gas 

24 Transportation Service Agreement (the "Gas Transportation Agreement") between PG&E 

25 and Gaylord Container Corporation ("Gaylord"), pursuant to the terms and conditions of that 

26 certain "Agreement" between PG&E and Gaylord, dated as of August 22, 2001, including as 

27 the same may be amended by that certain letter agreement between the parties dated as of 

28 September 12, 2001 (the "Letter Agreement"). True and correct copies of the Gas 

WD 091301/1-1419920/944183/v1 -I1 
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1 Transportation Agreement, the "Agreement" and the Letter Agreement are attached hereto as 

2 Exhibits "A", "B" and "C", respectively.  

3 4. The Court hereby expressly acknowledges the term of paragraph 19 of the 

4 Agreement which, as modified by the Letter Agreement, requires that the California Public 

5 Utilities Commission ("CPUC") approve a "pricing amendment" to the Power Purchase 

6 Agreement ("PPA") between PG&E and Gaylord on or before October 13, 2001, and 

7 provides that if such approval is not obtained by that date, the "Agreement", which provides 

8 for the assumption of the PPA and the Gas Transportation Agreement, is a "nullity". In the 

9 event that the CPUC does not approve the pricing amendment on or before October 13, 

10 2001, then PG&E's assumption of the Gas Transportation Agreement authorized herein, 

11 shall be nullified, and shall be of no force or effect.  

12 IT IS SO ORDERED.  

13 DENNIS M0NTA.  

CAtX 14 DATED: September 13, 2001 
____ arUNITED STATES BANKRUPTCY JUDGE 
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1 LONG-TERM INTRASTATE NATURAL GAS TRANSPORTATION 
SERVICE AGREEMENT 

2 

3 This Agreement is made by and between Pacific Gas and Electric 

4 
Company, a California corporation (PG&E), and Gaylord Container 

5 
Corporation, a Delaware corporation (Customer), who are also 

6 
referred to herein as Parties, or, in the singular, Party. This 

Agreement is for intrastate natural gas transportation service.  

8 

9 
1. EFFECTIVE DATE, COMMENCEMENT OF SERVICE, AND TERM 

10 
1.1 This Agreement is subject to prior approval by the 

11 
California Public Utilities Commission (CPUC), and shall become 

12 
effective on the date it is approved by the CPUC, provided it is 

13 
not modified or conditioned in a manner which is reasonably 

14 
unacceptable to either Party. The Parties shall reasonably 

15 
cooperate in obtaining such approval. Prior to such CPUC 

16 
approval, this Agreement shall be deemed a mutually binding 

17 
declaration of intent between the Parties.  

18 
PG&E shall file an application with the.CPUC requesting 

19 
approval of this Agreement within thirty (30) days after 

20 
execution by both Parties. If PG&E does not file an application 

21 
within such thirty (30) days, Customer may terminate the 

22 
Agreement at any time prior to filing by giving PG&E written 

23 
notice of such termination.  

24 

25 

26 
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1 If the CPUC, in its initial approval of this Agreement, 

2 modifies the terms or conditions of this Agreement or conditions 

3 its approval, including, but not limited to, a condition or 

4 decision that is inconsistent with applicable utility revenue 

5 requirement recovery as currently set forth in CPUC Decision 

6 No. 92-11-052, each Party shall have twenty-one (21) days 

7 following such action in which to notify the other Party in 

8 writing that the CPUC's modification or condition is 

9 unacceptable. Upon a Party providing such notice, the Parties 

10 shall, within fourteen (14) days of the notice, meet and 

11 undertake good faith negotiations to resolve the issues. If the 

12 Parties are unable to resolve the issues within fourteen (14) 

13 days of their first meeting, this Agreement shall terminate.  

14 Any modification to the terms of this Agreement that results 

15 from the operation of this section shall be subject to the 

16 approval of the CPUC.  

17 If either Party fails to give notice within the above 21

18 day period, that Party shall be deemed to have accepted the 

19 modification or condition and to have waived its right to 

20 terminate.  

21 1.2 Service under this Agreement shall commence on the 

22 first of the month following the later of the date of CPUC 

23 approval of the Agreement, or, if the CPUC modifies or 

24 conditions its approval, on the date of acceptance by the 

25 Parties of the CPUC's approval of this Agreement.  

26 
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1 1.3 The term of this Agreement shall be fifteen (is) 

2 years, beginning on the date service commences.  

3 1.4 "Contract Year" shall be twelve (12) consecutive 

4 months following the commencement of service as defined in 

5 Section 1.2 and each twelve (12) months following the 

6 anniversary of such commencement.  

7 

8 2. RATE 

9 2.1 The initial rate shall be made up of the following: 

10 0 A volumetric rate of $0.045 per therm delivered to 

11 Customer; and 

12 U A fuel use and line loss payment of in-kind gas 

13 (shrinkage) equal to the percentage specified in the 

14 then existing otherwise applicable tariff.  

15 This rate shall be subject to the provisions of Sections 

16 2.2 and 2.3.  

17 2.2 The volumetric rate only will be revised annually, on 

18 the anniversary of the date service commences under this 

19 Agreement, by 2.0 percent, compounded annually.  

20 2.3 The rate set forth in Section 2.1 shall not apply to 

21 the intrastate delivery or transportation of gas received by 

22 PG&E at Malin, Oregon, and such transportation shall be under 

23 PG&E's applicable tariffs; provided, however, should the CPUC 

24 /1/ 

25 /II 

26 
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C S 
1- modify Decision D. 92-11-052 or otherwise authorize discounted 

2 rates for firm transportation of gas received by PG&E at Malin, 

3 Oregon, under this EAD agreement, the Parties agree to negotiate 

4 in good faith a rate, terms, and conditions for such service 

5 that are reasonable at the time, all of which will be submitted 

6 to the CPUC for its review and approval.  

7 2.4 Customer shall pay PG&E each month for all amounts 

8 due hereunder within fifteen (15) days from the date each 

9 monthly bill is delivered by PG&E. Failure to pay any bill 

10 within thirty (30) days from the date that bill is delivered by 

11 PG&E shall be cause, at PG&E's election, to suspend service 

12 hereunder until all outstanding bills rendered under this 

13 Agreement have been paid in full; provided, however, service 

14 will not be suspended for nonpayment if the bill is disputed and 

15 a deposit with the CPUC of the amount claimed by PG&E to be due 

16 is made pursuant to Rule 10 or its successor. The Parties agree 

17 that dispersal by the CPUC shall be made in accordance with Rule 

18 10 or its successor or, at either Party's election, as may be 

19 determined by the operation of Section 5 of this Agreement.  

20 2.5 Nothing in this agreement shall preclude PG&E from 

21 prosecuting an action to collect bills rendered and unpaid after 

22 service has been suspended or terminated. Subject to Section 

23 2.4, if Customer fails to make timely payment of bills 

24 hereunder, PG&E shall be entitled to recover cost of collection, 

25 including reasonable attorney's fees and expenses plus interest 

26 // 
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1 6 
1 at the rate as may be then authorized by the CPUC in the gas 

2 rules approved for PG&E. It is understood that there is no 

3 interest authorized by the CPUC for late payment and no such 

4 interest shall be due until authorized by the CPUC under the gas 

5 rules approved for PG&E.  

6 2.6 Customer may elect to take service under, and at the 

7 rates set forth in, any otherwise applicable standard tariff 

8 (excluding, for example, Schedule G-LT) or this Agreement by 

9 notifying PG&E in writing at least thirty (30) days in advance 

10 of each anniversary of the date service commenced under this 

12 Agreement. This election will take effect only upon such 

12 anniversary. If and when the rates under any otherwise 

13 applicable standard tariff (excluding, for example, Schedule 

14 G-LT) change throughout the term of this Agreement, Customer 

15 also may elect to take service under, and at the rates set forth / 

16 in, such tariff or under this Agreement by notifying PG&E in 

17 wtiting within thirty (30) days of the effective date of any 

18 such rate change. This election will-take effect only upon the 

19 first day of the month following Customer's election.  

20 In the event that Customer elects to take service at a 

21 tariff rate, such service shall be provided by PG&E in full 

22 accordance with the terms and conditions of the applicable' 

23 tariff.  

24 2.7 No standby charges, transition costs, or surcharges 

25 of any kind, as may be assessed pursuant to order of the CPUC, 

26 /1/ 
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1 shall be added to the rate set forth in Section 2.1. Customer 

2 shall be responsible for such charges when Customer receives 

3 service under an otherwise applicable standard tariff.  

4 

5 3. CONTRACT QUANTITY AND LEVEL OF SERVICE 

6 3.1 This Agreement is for Customer's full requirements 

7 for intrastate natural gas transportation service to the 

8 facility specified in Section 4.3. Under this Agreement, all of 

9 Customer's intrastate natural gas transportation service will be 

10 provided by PG&E. Customer may only use alternative fuels when 

1I curtailed by PG&E or if given prior written permission by PG&E.  

12 Unauthorized use of alternative fuels will be subject to the 

13 then current tariff or rule approved by the CPUC. Customer may 

14 meet its full requirements hereunder in whole or in part by gas 

15 received by PG&E at Malin, Oregon.  

16 3.2 Exhibit B sets forth the daily Firm Service Level 

17 (FSL) and the Maximum Daily Quantity (MDQ) applicable to service 

28 provided under this Agreement. The FSL is the maximum amount of 

19 firm service (as defined in PG&E's Rule 14) provided hereunder 

20 daily. The MDQ is the maximum amount of service, both firm and 

21 interruptible, provided hereunder daily.  

22 3.3 On any day, usage of.transportation service in excess 

23 of the FSL, up to the MDQ, shall be provided on an interruptible 

24 basis. Usage in excess of the MDQ may be provided only under 

25 the otherwise applicable PG&E tariffs, not under this Agreement.  

26 
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1 3.4 PG&E guarantees a minimum availability of intrastate 

2 gas transportation service under this Agreement of at least 

3 ninety-five percent (95%) of the FSL,' calculated at the end of 

4 each Contract Year using the formula shown in Exhibit A. This 

5 provision is not a guarantee of service through any particular 

6 PG&E receipt point.  

7 If PG&E fails to satisfy such minimum requirement, PG&E 

8 shall reimburse Customer for replacement fuel costs incurred by 

9 Customer as a result of any such failure by crediting such 

10 amount on Customer's first monthly bill of the next Contract 

11 Year (and any successive monthly bills as necessary to 

12 compensate Customer fully, as provided above). -Such 

13 reimbursement shall be the sole and exclusive remedy of customer 

14 for any failure of PG&E to meet PG&E's guarantee obligations set 

15 forth in this section, but shall not limit Customer's rights and 

16 remedies regarding a breach by PG&E, if any, of any other 

17 provision.  

18 This section shall not apply when Customer elects to take 

19 service under its otherwise applicable standard tariff.  

20 3.5 By written notice, Customer may request changes in 

21 the FSL and MDQ owing to significant changes in overall fuel 

22 requirements at Customer's facility; however, the acceptability 

23 of any requested change shall be determined solely by PG&E in 

24 its reasonable discretion.  

25 

26 
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(V 

1 - 4. GAS SERVICE 

2 4.1 Subject to Section 2.3, customer may have gas 

3 delivered on its behalf to PG&E at any receipt point on the PG&E 

4 system, at the California border or within California. Subject 

5 to Section 3.4, service by PG&E under this Agreement shall be 

6 governed by PG&E's ability to accept the gas and by applicable 

7 related transportation tariffs, gas rules, interconnect 

8 agreements, and gas quality specifications in effect at the time 

9 of the receipt.  

10 4.2 During the term of this Agreement, the tariffs and 

11 rules applicable to utilization and operation of PG&E's gas 

12 system may change; such changes may affect Customer's receipt

13 point options provided by Section 4.1. Implementation of any 

14 program that adversely affects Customer's receipt-point options 

15 under this Agreement shall, at Customer's request, require the 

16 Parties to renegotiate this Agreement. If those negotiations 

17 are not successful, either Party may initiate the dispute 

18 resolution procedure set forth in Section 5.  

19 4.3 Under the terms and conditions of this Agreement, 

20 PG&E will deliver gas to Customer's facility located at 

21 2301 Wilbur Avenue, Antioch, California.  

22 4.4 This Agreement may be used by Customer for 

23 transportation of natural gas to and from any storage facility 

24 that is connected to the PG&E system. Customer shall have the 

25 right to use storage in the same manner and under the same terms 

26 /1/ 
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1 and conditions as any other noncore customer of PG&E. This 

2 Agreement does not, however, provide for or otherwise obligate 

3 PG&E to construct or pay for any such interconnection of storage 

4 facilities to the PG&E system.  

5 4.4 Customer shall be deemed to be in control and 

6 possession of the gas to be delivered to PG&E hereunder until 

7 the gas has been received by PG&E at the point(s) of receipt.  

8 PG&E shall be deemed to be in control and possession of the gas 

9 after receiving the gas at the point(s) of receipt until the 

10 Customer takes possession at the point of delivery. Customer 

11 shall be deemed to be in control and possession of the gas at 

12 the outlet of PG&E's meter at the point of delivery. Each Party 

13 shall indemnify, defend, and save harmless the other, its 

14 officers, agents and employees from and against any and all 

15 loss, damage, injury, liability and claims for injury to or 

16 death of persons (including any employee of either Party), or 

17 for loss of or damage to property (including the property of 

18 either Party), which occurs or is based upon acts or omissions, 

19 except for acts or omissions of the other Party, that occur when 

20 the gas is deemed hereunder to be in the control and possession 

21 of that Party, or which results directly or indirectly from that 

22 Party's performance of its obligations under this Agreement.  

23 Notwithstanding the foregoing, neither Party shall be liable 

24 hereunder for consequential or indirect loss or damage.  

25 

26 
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1 5. DISPUTE RESOLUTION 

2 5.1 Except as may otherwise be set forth expressly 

3 herein, all disputes arising under this Agreement shall be 

4 resolved in accordance with this Section S.  

5 5.2 The Parties shall attempt in good faith to resolve 

6 promptly by negotiations between them any controversy or claim 

7 arising out of or relating to this Agreement. If a controversy 

8 or claim should arise, either Party may request the other to 

9 meet within 14 days, at a mutually agreed upon time and place.  

10 5.3 If the matter has not been resolved within (60) days 

11 of the meeting described in Section 5.2, either Party may 

12 initiate binding arbitration in accordance with the following 

13 procedures: 

14 5.3.1 Unless the Parties otherwise agree, the 

15 arbitral tribunal shall be composed of three persons. Each 

16 Party shall nominate an arbitrator, and the two arbitrators 

17 so appointed shall appoint a third, who shall act as the 

18 presiding arbitrator or chair of the arbitral tribunal. If 

19 either Party fails to nominate an arbitrator within thirty 

20 (30) days of receiving notice of the nomination of an 

21 arbitrator by the other Party, such (second) arbitrator 

22 shall be appointed by the American Arbitration Association 

23 (AAA) at the request of the first Party. If the two 

24 arbitrators so selected fail to select a third presiding 

25 arbitrator within twenty (20) days of the appointment of 

26 // 
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1 the second arbitrator, the third arbitrator shall be 

2 appointed by the AAA. Should a vacancy occur on the panel, 

3 it shall be filled by the method by which that arbitrator 

4 was originally appointed.  

5 5.3.2 The arbitration shall be conducted in 

6 accordance with the American Arbitration Association 

7 Commercial Arbitration Rules. Each arbitrator shall agree 

8 to abide by the AAA code of Ethics for Arbitrators in 

9 Commercial Disputes.  

10 5.3.3 The arbitrators shall hold a preliminary 

II meeting with the Parties within thirty (30) days of the 

12 appointment of the third or presiding arbitrator for the 

13 purpose of determining or clarifying the issues to be 

14 decided in the arbitration, the specific procedures to be 

i5 followed, and the schedule for briefing and/or hearings.  

16 The arbitrators shall hold a hearing and, within one

17 hundred and twenty (120) days of the preliminary meeting 

18 (except in extraordinary cases)- shall issue an award and 

19 include findings of fact and conclusions of law. The 

20 United States District Court for the Northern District of 

21 California or a Superior Court of the State of California 

22 may enter judgement upon any such award.  

23 

24 

25 

26 
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1 5.3.4 If one or both of the Parties have a 

2 substantial need for discovery in order to prepare for the 

3 arbitration hearing, the Parties shall attempt in good 

4 faith to agree on a minimum plan for strictly necessary, 

5 expeditious discovery (obtaining documents, taking 

6 deposition, and the like). Should they fail to reach 

7 agreement, either Party may request a joint meeting with 

8 the presiding arbitrator to explain points of agreement and 

9 disagreement. The presiding arbitrator.shall thereafter 

10 promptly determine the scope of discovery and time allowed 

1i therefor.  

12 .5.3.5 Neither Party shall be assessed in 

13 arbitration or otherwise any punitive damages.  

14 5.3.6 As part of the arbitration award, the 

15 arbitrators shall allocate costs and expenses of the 

16 arbitration and determine the extent to which the expenses 

17 (including reasonable fees for in-house and outside 

18 counsel) incurred by the prevailing Party shall be borne by 

19 the other Party. In the event of an action or proceeding 

20 to enforce an arbitral award, the prevailing Party in such 

21 action or proceeding shall recover its costs and expenses 

22 (including the reasonable fees of in-house and outside 

23 counsel).  

24 

25 

26 
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1 5.5 Any modification to the terms of this Agreement that 

2 results from the operation of this section shall be subject tc 

3 the approval of the CPUC. The provisions of Section 1.i shall 

4 apply to any such approval.  

5 

6 6. GOVERNMENTAL AUTHORITY 

7 6.1 Except if the Parties modify this Agreement pursuant to 

8 Section 5 or otherwise, once this Agreement has been approved by 

9 the CPUC, Sections IX and X of General Order 96-A, authorizing 

10 further modification by the CPUC, shall be suspended for the 

11 duration of this Agreement.  

12 

13 7. GENERAL PROVISIONS 

14 7.1 This Agreement shall be interpreted according to the 

15 laws of the state of California.  

16 7.2 Unless otherwise provided, all substances, whether or 

17 not of commercial value, including all liquid hydrocarbons of 

18 whatever nature that PG&E recovers in the normal course of 

19 transporting the volume of natural gas delivered to Customer, 

20 shall be PG&E's sole property, and PG&E shall have no obligation 

21 to account to Customer for any value that may attach or be said 

22 to attach to such substances.  

23 7.3 Unless expressly provided to the contrary herein, any 

24 notice called for in this Agreement shall be in writing and 

25 shall be considered as having been given if delivered by 

26 // 
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1 facsimile or registered mail, with all postage or charges 

2 prepaid, to either Party at the place designated below. Routine 

3 communications,, including monthly statements and payment, shall 

4 be considered as duly delivered when received by ordinary mail 

5 or facsimile. Customer's.daily nominations shall be considered 

6 as duly delivered when received by ordinary mail or facsimile or 

7 electronic data interchange at the address set forth in 

8 Exhibit A. Unless changed by written notice to tIhe other Party, 

9 all other notices shall be delivered to the addresses of the 

10 Parties as follows: 

11 PACIFIC GAS AND ELECTRIC COMPANY 
Marketing Tariffs 

12 123 Mission Street, Room H2645 
San Francisco, California 94106 

13 Attention: Director 

14 CUSTOMER: 
Gaylord Container Corporation 

15 2301 Wilbur Avenue 
Antioch, California 94509 

16 Attention: Resident Manager 

17 
7.4 Neither Party hereto shall be liable for any failure 

18 
of performance, other than the continuing obligation to make 

19 
payments due hereunder for periods prior to the event of force 

20 
majeure, owing to causes beyond its reasonable control and the 

21 
occurrence of which it could not have prevented by the exercise 

22 
of due diligence by such Party. Refusal by either Party to 

23 
accede to demands of laborers or labor unions which it considers 

24 
unreasonable in its sole discretion shall not deny it the 

25 

26 
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1 benefits of this provision. If either Party hereto is unable 

2 for any reason to deliver or receive full or partial quantities 

3 of gas contemplated by this Agreement due to force majeure, the 

4 Party so unable to perform shall promptly advise the other Party 

5 that such condition exists, and the Parties shall suspend 

6 operations under this Agreement to the extent that the force 

7 majeure event dictates, until such time as the event of force 

8 majeure is remedied and both Parties can once again deliver and 

9 receive gas, respectively. Any force majeure event shall be 

10 remedied as far as, possible with all reasonable dispatch. The 

11 term force majeure as employed herein shall include, but not be 

12 limited to,- acts of God, strikes or other industrial 

13 disturbances, acts of a public enemy, the direct or indirect 

14 effect of governmental orders, actions or interferences, civil 

15 disturbances, explosions, landslides, lightning, earthquakes, 

16 fires, storms, floods and washouts. Force majeure shall not 

17 include any economic or financial considerations, maintenance to 

18 lines or pipe or the unavailability of upstream transportation 

19 or supply.  

20 7.5 A waiver by either Party or any one or more defaults 

21 by the other hereunder shall not operate as a waiver of any 

22 future default or defaults, whether of a like or of a different 

23 character.  

24 

25 

26 
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1 7.6 Nothing in this Agreement shall be deemed to create 

2 any rights or obligations between the Parties (a) except as 

3 expressly contemplated herein, or (b) after the termination or 

4 expiration of the term of this Agreement other than as is 

5 specifically provided .for herein. Nothing in this Agreement 

6 shall be deemed to create.any rights or obligations between 

7 either Party and any third party.  

8 7.7 Customer warrants for itself, its successors and 

9 assigns, that it will have, at the time of delivery of gas to 

10 PG&E pursuant to this Agreement, good title to that gas, and 

1I that all gas delivered to PG&E for transportation under this 

12 Agreement is eligible for all requested transportation in 

13 intrastate commerce under applicable rules, regulations or 

14 orders of the CPUC, or other agency having jurisdiction.  

15 Customer shall indemnify PG&E and save and hold PG&E harmless 

16 from all suits, actions, damages, costs, losses, and expenses 

17 (including reasonable attorneys' fees) associated with 

18 regulatory or legal proceedings arising from the breach of this 

19 warranty.  

20 7.8 Exhibits A-D (Rates, Gas Service Profile, Operations 

21 Data, Addresses) are attached hereto and are hereby incorporated 

22 into this Agreement. These Exhibits may be amended or modified 

23 from time to time in accordance with the provisions of this 

24 Agreement and Such modifications shall be subject to CPUC 

25 approval, as may be required, and all such amendments and 

26 modifications shall become part of this Agreement when so made.  

-16-
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1 7.9 Nothing in this Agreement shall obligate PG&E to 

2 construct new facilities or to modify or expand existing 

3 facilities to provide transportation service to Customer. This 

4 Section has no impact on PG&E's obligation under Section 3.4.  

5 7.10 Neither Party may assign this Agreement or any rights 

6 or obligations hereunder without the prior, written consent of 

7 the other (which consent shall not be withheld unreasonably); 

8 provided that, this restriction on assignment shall not apply to 

9 the assignment of the entire interest of the assignor to a 

10 parent, affiliate, or subsidiary corporation, or to an entity 

11 succeeding to all or substantially all of the business, 

12 properties and assets of the assignor. Upon such assignment, 

13 this Agreement shall extend to and be binding on the assignee, 

14 its successors and assigns; provided that, no assignment shall 

15 relieve the assignor of its obligation to pay amounts due 

16 hereunder up to the date of assignment.  

17 7.11 Except as otherwise expressly provided herein, 

18 service provided under this Agreement shall be subject to the 

19 operational requirements of PG&E's gas system and to all 

20 applicable PG&E tariffs and gas rules in effect during the term 

21 of this Agreement. In the event of a conflict between the 

22 express provisions of this Agreement and an otherwise applicable 

23 tariff, the express provisions of this Agreement shall prevail.  

24 

25 

26 

-17-
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7.12 This Agreement may only be amended by an instrument 

in writing, which is executed by both parties hereto and shall 

be subject to CPUC approval according to CPUC rules.
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10 
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20 

21 

22 

23 

24 

25 

26

GAYLORD CONTAINER CORPORATION 

By 

Title: General ManaQer 

Date: 1/10/95

A'\GA•TL0.*IU.2/14ie 3:30 PH
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C EXHIBIT A - RATES AND TERM 6 

CUSTOMER NAME: Gaylord Container Corp. Transportation Id.: 0673599 

CUSTOMER ADDRESS: 2301 Wilbur Avenue 

Antioch, California 94509 

Major Acct. Rep.: Bill Scheiber Phone No.: (510) 874-6558 

Corporate Acct. Rep.: Paul Johnson Phone No.: (415) 973-4757 

i. TERM: 

The term of this agreement shall be 180 months.  

I1. RATES: 

Volumetnc Rate: $0.045 per therm, subject to escalation (see special billing instructions, below).  

Ill. SERVICE OPTION: 

[XK Full Requirements. Customer agrees to utilize PG&E delivered natural gas service for 100 

percent of its entire potential fuel use.  

IV. COGENERATION: 

Pq Check if the facility qualifies for a cogeneration rate schedule.  

Cogeneration Customers also must complete an Exhibit E. Please complete the following: 

Cogeneration Rate Schedule: G-CGS 
Net Electnc Output Meter Information: 
Percentage of FSL used for Cogeneration (used for assigning curtailment blocks): 100% 

V. GAS METER INFORMATION: 

Meter No Submeter No AIS No. Usage Account No.  

35201903 rna 1305 BJC-N2-1002-1 

SPECIAL BILLING INSTRUCTIONS 

The above Volumetric Rate will be escalated on the anniversary of the date service commences 

under this agreement, by 2.0 percent, compounded annually.  

Shrink.age will be equal to the percentage specified in the then existing otherwise applicable tariff.  

Customer may elect service under the rates set forth under the otherwise applicable standard tariff 

as specified in Section 2.6 of the Agreement.  

If, during any Contract Year, PG&E is unable to provide the guaranteed level of firm intrastate 

transportation service to Customer due to a PG&E initiated reduction or discontinuance of 

deliveries to Customer's site (not including receipt point capacity allocations or curtailment of.  

balancing service). PG&E. as specified in Section 3.4 of the Agreement, will reimburse 

Customer. In determining the amount of any such reimbursement. PG&E will oompare (during 

those months Customer took service at the above contract rate in that Contac Year) the volume 

of reduced service below the Agreement Firm Service Level (as specified in Exhibit B to the 

Agreement) with the product of 5%, the Agreement Firm Service Level, and the number of days 

that customer took service at the contract rate in that Contract Year. To the extent the reduction 

exceeds the produc of 5%, the contract Firm Service Level, and the number of days of service 

under the contract rate, PG&E will reimburse the Customer for such difference as specified in 

Secion 3.4 of the Agreement.

1.2- 20
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EXHIBIT B - GAS SERVICE PROFILE AND QUANTITIES

CUSTOMER NAME: Gaylord Container Corp. Transportation Id.: 0673599

I. MAXIMUM DAILY QUANTITY 

Customer must designate a Maximum Daily Quantity (MDQ) for all service served under this contract.  
The MDO must be consistent with the maximum amount of gas that Customer can be expected to use at 
the facilities served under this contract on a given day. The MDC will be the maximum amount of gas 
that Customer will be allowed to deliver into PG&E's service territory on any day.

MAXIMUM DAILY QUANTITY: 22.100 decatherns per day

II. FIRM SERVICE LEVEL 

Customer must designate a Firm Service Level (FSL) for all service under this Agreement. The FSL is 
the maximum amount of gas that Customer can transport using firm intrastate capacity.

FIRM SERVICE LEVEL: 20,000 d€ecatherms per day

Exhibit B 
Page 1 of 2
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CUSTOMER NAME: Gaylord Container Corp. Transportation W. 0 6 73 599 

Column A Column B Column C Column D 
Firm - Interruptible Operating Daily Firm 

Transportation Transportation Days Service 
(th) (Dt) In Month Level 

WINTER SEASON: 

Nov 1995: 600,000 _30 20000 

Dec 1995: 620,000 ..31 20000 

Jan 1995: 620,000 _31 20000 

Feb 1995: 660,000 _28_ 20000 

Mar 1995: 620,000 _31. 20000 

Sub-Total: 3,020,000 

SUMMER SEASON: 

Apr 1995: 600,000 _30 20000 

May 1995: 620,000 _31- 20000 

Jun 1995: 600,000 _30Q_.. 20000 

Jul 1995: 620,000 _31_ 20000 

Aug 1995: 620,000 _31- 20000 

Sep 1995: 600,000 30 20000 

Oct 1995: 620,000 _31_ 20000 

Sub-Total 4,290,000 

Annual Totals 7,300,000" 

"For Full Requirements Customers, monthly and annual totals am for PG&E's planning purposes 

only.  

Exhibit B 
Page 2 of 2
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( EXHIBIT C - OPERATIONS DAC 
CUSTOMER NAME: Gaylord Container Corp. Transp.ID No.: 0673599 

CUSTOMER OPERATING CONTACT 

Nominating Customer ID No'.  
CO. NAME: Gaylord Container Corp.  
ADDRESS/ 2301 Wibur Avenue 
CITYISTATE.ZIP CODE: Antioch, CA 94509 
CONTACT: Bob Sheffield PHONE NO.:(510) 779-3235 
ALTERNATE NO.: (J ___.TELECOPIER NO.:(510) 779-3330 

If Customer is transporting third-party gas, list the supplier(s) of that gas only if the supplier is a 
Nominating Marketer, defined as having the authority to nominate gas deliveries to PG&E on behalf of 
Customer.  

The following information including the addition or removal of a Nominating Marketer from this list, may 
be changed upon receipt of written notification by the Customer.

MARKETER
2

MARKETER ID NUMBER: 101A
CO. NAME: Chevron USA Inc.  
ADDRESS: P.O. Box 5060 
CITY/STATE/COUNTRY: San Ramon, CA ,USA 
CONTACT: Dave Jones PHONE NO.: 
ALTERNATE NO.:( )J - TELECOPIER NO.:

ZIP CODE: 94583-0960

MARKETER2 MARKETER ID NUMBER: 0156 
CO. NAME: DeKalb-Canada 
ADDRESS: 700 9th Avenue S.W.  
CITY/STATE/COUNTRY: Calgary, Alberta ZIP CODE: T2P3V-4 
CONTACT: Bruce Craig PHONE NO.:(403) 261-1331 
ALTERNATE NO.: ( - TELECOPIER NO.: (403) 264-7142

MARKETERz MARKETER ID NUMBER:
CO. NAME: 
ADDRESS: 
CfTY/STATE/COUNTRY: ZIP CODE: 
CONTACT: PHONE NO.:( 
ALTERNATE NO.: (J - TELECOPIER NO.:L.....-_ ___ 

PG&E Gas Control Center 

CO. NAME: Pacific Gas and Electric Co.  
ADDRESS/CITYISTATE. 77 Beale St.. Room 1645 San Francisco, CA 94106 
CONTACT: Transportation Coordinator PHONE NO.: (415) 973-3967 
ALTERNATE NO.: (415) 973-3216 (24 hr.) TELECOPIER NO.: (415) 973-8649

'A Nominating Customer I.D. Number Is required for only customers who will be nominating third party 
supplies in their own name.  
2 Communications by Marketer shall be binding on Customer and shall prevail if there is any conflict with 
information regarding nominations or receipt from Customer. Such person shall be considered a 
Nominating Marketer of the Customer for the term of this Agreement unless a formal written notification 
is received by PG&E that such agency arrangement no longer exists. At least one nomination must be 
made by Customer or a Nominating Marketer for there to be a valid nomination in place.
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E.XHIEC, CUSTOMER CONTACT AND BILLI 6 TRESSES 

CUSTOMER NAME: Gaylord Container Corp. Transp.ID No.: 0673599 

DIRECTIONS: PLEASE CHECK BOX WHERE THE FOLLOWING ADDRESS IS APPLICABLE1 Any 
of the names or addresses listed below may be changed upon receipt of written notification from the 
Cusomer.  

SXFORMAL COMMUNICATION -__BILLING ADDRESS 
_yCURTAILMENT IMBALANCE STATEMENT ADDRESS 

CO. NAME: Gaylord Container Corporation 
ADDRESS: 2301 Wilbur Avenue 
STATE/COUNTRY: Antioch. CA, USA ZIP CODE: 94509 
CONTACT: Bob Sheffield PHONE NO.: (510) 779-3235 
ALTERNATE NO.: (_ _____ TELECOPIER NO.: (510) 779-3330 

FORMAL COMMUNICATION _X_BILLING.ADDRESS 
CURTAILMENT _XIMBALANCE STATEMENT ADDRESS 

CO. NAME: Gaylord Container Corporation 
ADDRESS: P.O. Box 10 
CITY/STATECOUNTRY: Antioch, CA, USA ZIP CODE: 94509 
CONTACT: Accounts Payable PHONE NO.: (510) 779-3213 
ALTERNATE NO.: C _) TELECOPIER NO.: (510) 779-3330 

FORMAL COMMUNICATION BILLING ADDRESS 
CURTAILMENT _XIMBALANCE STATEMENT ADDRESS 

CO. NAME: DeKalb Energy (Canada) 
ADDRESS: 700 9th Avenue S. W.  
CrTY/STATEJCOUNTRY: Calgary, Alberta ZIP CODE: T2P3V-4 
CONTACT: Mike Flaman PHONE NO.:(403) 261-1332 
ALTERNATE NO.: L._.._) TELECOPIER NO.:(403) 264-7142

FORMAL COMMUNICATION 
CURTAILMENT

BILLING ADDRESS 
IMBALANCE STATEMENT ADDRESS

CO. NAME: 
ADDRESS: 
CITY/STATE/COUNTRY: ZIP CODE: 
CONTACT: PHONE NO.:L_).  
ALTERNATE NO.: LJ. ________TELECOPIER NO.:( J...

PG&E FORMAL COMMUNICATIONS:

TO PG&E: 
ADDRESS: 
STATE/ZIPCOODE: 
ATTENTION:

PACIFIC GAS & ELECTRIC COMPANY 
123 Mission Street 
San Francisco, CA 94106 
MARKETING TARIFFS DIRECTOR

An address must be provided for all four categories. Customer is ultimately responsible for payment of 
transportation and Imbalance bills, regardless of who is designated to receive the customer's bill or 
Inbalance statement.

1.2- 24
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AGREEMMT 

This AGREEMENT, dated as of August 22,2001 (the "Efective Date"), by and 
arong Gaylord Container Corporation (".LF") and Pacific Gas and Electric Company 

("PGA"). QF and PG&E arc sometinm referred to herein a the "I~sric." 

WTTNESSETN 

WHEREAS, QF and PG&E arn Partcs to a power purchase agneemz for 

PG&E's purchase of power from QF's project idecnued by PG&E Log No. 01C104 (as 
amended, "PMA"); 

WHMREAS, on July 20,2001, the Parties entered into the FlM Amendment to the 
Power Purchase Agreement between Gaylord Contaimr Corporation and Pafic Gas and 
Electuic Cmapany ("Finrt AmedwMm . Th Apmvai Deat under, and as de-cmed in.  
th First Amembdmnt occurred on July 27, 2001; 

WHEREAS. QF and PG&E are Parties to the Long Tam Intamstatn Namra Oas 
Transportation Service Agrneem executed by Q oan Janumay 0. 1995 and by PG&E on 
December iS, 1994 (-16D ConMa); 

WHVLEAS, stating on February 1. 2001, PG&E failed to pay the fu)l amnount 
due to QF uwder the ?PA for deliveries ofaer and capacity for the period betwomn 
Decembr 1. 2000 and April 6,2001; 

WHEREAS, dhe amnown of payables for QF an set tft in Auachment A herto 
for a total amiunt of six-millio fourshundred eighty-nine thoumad ei•ht- undz ftrty
one dollar; and eleven am (06,489,83 1.11). excluding interest themon (thw 'TsePeidon 

WHPEAS, PG&E asserted that its faishre to make uertain of th PrePetiom 
PayablS was excmed based on m claim of force majeurm and QF protested POE' 
assiero of sueh & Jlore mej~e and QF continues to dispute such UasMetions of PG&E's 

claim of Ar inajeww 

WHEREAS. on April 6, 2001 (the Peition D!), 1!PO&E Commnced a 
voluntary cas (the "Chat3r 11 CIas") by filing a Chapte II bankuptcy petitift 

pursuant to Title I I United States (odes it 101.e ,!q. ("Bim=rL Codq") in on 

United SrMes DBan y Court for the Nouthem District of C Sm Frmnisco 
Division (the "Banirugtcy CMwt") on April 6.2001; 

WHEREAS, on June 13, 2001, the California Public Utilities Commission (Mue 

08r201 8:41 AM EXHIBIT g 
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"- issued Decision No. 01-06-015 whereby Qualifying Facilites under Standard 
Offer Coniacts with PG&E may request that their contracts be modified to replace the 
energy pricing tem with a five-year average fixed price of 5.37 cents/kwh, as proposed in 
the March 23, 2001 comments of fth Independent Enerp Producers referred to in CUC 
Decision No. 01-06-015: 

WHERAS, QF notified PG&E of iu desire to (i) modify the PPA punrsut to 
CPUC Decision No. 01-06-015 aaer the initial July 14. 2001 deaWltne set by the CPTJC, 
which was subsequently extended pursuant to an order ivuied by CPUC Admn iive 

Law Judge John Wong on July 19, 2001. and (i) have the PP and the EAD Contac 
assumed by PG&• pursuant to an order of the Banklruptcy Court uider section 365 ofthe 
Bmnkrupcy Code in the Chapter ICa 

WHEREAS, PG&E is willing to a49 to QF's rMqeM to asuWe the PPA and the 
FAD Conuac and to uiodify its PPA to mplace the mae puicin tem subjoct to 
confirmation by ft CPUC that its deadline for such PPA mod-acmnons being considered 
"-per se renmtable" bas actually ben extended to or beyond he date tis Apectw was 
executed by QF; 

NOW THEREFOE, in consideration of the ponises described aboev and the 

terms and conditions act forth below, the Parties hereby " as follows: 

1. Acceptance of the CPUC Fiv.Ycwr Fized- ery Price ODtOn.  

1.t--- Effective upon *e dae (the "Bsnil-Wtcy Camrt Awovad Dae") 
the Banruptcy Court enten the Approval Ordaer (as defied a specifid in Section 2 of 
this Agreement), unless otwerwise set forth in the PPA. for the period commenc•ag with 
the date on which the Sec•nd Amwerd to the PPA between QF W P••k (PG&E 
Log No. 01C104) (the "P g Amenam," & MW ma correct epy of wtich is sucked 
hrao as Attachmag B hert) has been aeutcd by the PUUi mad eding upoU tie 
commencmM of the Fixed Rase Period (as defined in Seedoa 1.2 below) &e pda for 
energy deliavdre to PG&E by QF shall be determined punsant to the PPA, whouM 
refame to de piang set fo(at in the Picins Am=ndmat 

1.2 Commencing with the date at is the earlie of Sqtember 1, 2001 

or Septembar 16,2001 following the Tem Commenemalt Dow (as dd d below) and 

ending on August 31, 2006 (this period refert'd to heeaftr as tfe '?FjAI" Perio"), 
QF elects to replace the aiergy pi c term specified ian the PPA with d. eppUcable nergy 

prices as specified in the Pricing Ameadmet The "Term Comm eancfEMe Dat" is the 

later of (a) the Bankruptcy Cowt Aprmval Date and (b) the dme on which th CPUC 

issus, a decision findinS power puimhase spems t xmende such as Pin 

AmcadMe entered into afier July 14, 2001 sad up to the date this Agrement was 
execuged by QF as "per se rusonabi wder tSe sam•eS mtaiit gtas etseblibed in D.01 

t142210 1A AN
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06-015 for similar power purchase ageement amendments entered into before July 15, 
2001. No provision of the PPA other ta the encrgy price term is or shall be deemed to 

be modified, amended, waived or othewise affected by this Agreement. The Parties 

agree to reasonably cooperate and contest any challenge iw any Commission proceeding 
that seeks to a&her or modiby the energy pricing terms set forth in the Pricing Amendment, 
including, but nor limited to a-Yn-haleage to the reasoableeass of PG&E having entered 
into this Agreement. I; despite such cooperation and contest, a CPUC decision that 
alter or modifies the pricing terms in the Pricing Amendment becomes final and 
nonappe•lable, the Paroes shall in good faith renegotiate the pricing u=m in the Prinmg 
Amendm 4t, solely on a prospective basis, to preserve a five-year annual avrae fixed 
price of S.37 centw-lwh, as proposed in the March 23, 2Q01 cormmems of the Independent 
Energy Producers referred to in Decision No. 01-06-015. Concurntly with the 
execution of this Apreement the Parties shall execute the Pricig Amendment.  

.1.3- For _.fteen-day period following the Tam C4o inc ewu Date, 
QF shall have the solo right to teiminr, this ApuemMIS Upon t!Vinatioa oM this 
Agreevnnt,.none of te waivers, coventsd, wamnte6s, repnrsntUdonA And ot1he 
provisjons of his Agýro.ment shall survive and the Pricing Am*renv shall be deemed a 
nunlity.  

2. As-Sunton, 

2.1. The effectiveess of the Pricing Amaxhdmai is.contingent Vaon 
_ &E ssuption ofthe PPA in accordanc with thC p!eurs daen'bed below: 

a. Immediately upon execution and delivery of dids Agroemt by the 
Parties, PG&E shall fMe and save a Notice of Intention to Assume 
the PFA and Enter into the Pricing AgreemMt ("goCu") as 
contemplated by the BankMpMry Court's August 3,2001 oral order 

niftrng PG*1 autboity to assm= power purch•e aprtneam• 
and 

b. The P ar, e saldl use deiir beat effowis to obtai fiou die 
Banloutcy Court an order (de "AP &oval Ord-er) pprving this 
Agpemmni, autwizing PMa'Lr assumption of the PPA effective 
as of Augmst 31.2001 A approving fhe Pieing Amumt.  

2.2. In respect of Po&E*'s uum tion of fth AD ConUOact: 

a. Immediately upon execition SIMS dalvery of 1hzsAlpecow by rhO 
Paries, PG&E shall fik with the Bankruptcy Cowt and seve a 
motion scekinS athoty to ssume the EAD Conoawct and 

1ý=4L 1-4 AM
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b. The Parties shall use their ben. efforns to obtain from the 
Bankrupcy Court an order authorizing PG&E's anwrpoo of the 
EAD Contract effective as of August 34,2001.  

3. Full Paymveal In connection with PG&E's assumption ofthe. PPA, PG&E 
agpees t pay o QF the Prepetrion Payabls (as such arneom may be adjusted puruant to 
Section 8 of fts Agreemcnt, including all inerestl thereon at the lntee It te (as defted 
in Section 4), which shall accrue and be added to the ouutanding balance of the 
Prepettion Payables and which shall constitute an admiissntive apdnae (the wC.•e 
Amnount") on the sooner of the following (the Due Date*): (i) the date on which ga order 
converting the PG&.E Chapter I I case to a Chapter 7 case is final and all appeals have 
been concluded (ii) the date on which an order disaissial the PG&E Chapter II case is 
entered and with no stay having been timely; or (iii) the 'Plan Effective Dl " (as such 
term is deined in the plan of reorganization as confirmed in the PO&E Chape 11 case, 
the "Plan%) all as part of its administrative priorinty cm obligadown pwam to aectiom 
365,11'29 and 503 ofthe Bankruiptcy Code. Thran is no CaiiIAkmr-ohor than as 
defned in this Section 3. In the ever that the Plan Effective Dow does nm oc.• n o or 
before Angust 15. 2003, PC&E will commna w o pay OF on Auguat I1, 2003, mad 
thereuafer monthly on the IS* day of each month, a sum equal to We perwe t (2%) of the 
total Cure Amount. excluding any accrued but unpaid intorest h unitil the sooner of 
the occmurce of die Due Dao or Augmt 15, 2005. at which time all nmaining Cum 
Amounts including all aci-roeliu•mn intert wil be paldin MJl under ('ii) aboe, or 
will be payable under (1) and (ii) above. intr Mall continue to acru on the 1hen 
outstanding amno d.  

. --- InterestL -Interest shall accrue on the Ptepeddon Payabim (as such amoimt 
may be adjutmed punuuant to Section I of dii Ageement) fm their spectve due dames 
until paid. at & rae (tde umin•est aM") to be negotiated ian good faith by the Pat. If 
the Parties do not apgee on the Interet Raue prior to the Plan Effdctive Dote, the Interest 
Rae sba be detemined-haroordiee with the term ofthe Fl if my, or by the 
Bankruptcy Camo as pat of the plan confirmton process. If no plan is coaifired or if 
PG&k's btmma~ptey case is dismissed or convend to Ch2Pt . thI aM d r B ucY 
Coon shall etlermine the ntmre atle, If The Bankruptcy Court d nlsiw to 
jurisdmd ovu the deisrminauion of the Imnwrcat Rate. the Parties mes•9 ,11 rllui to 
pursm oter applaopuate remedies. The Partes aPO that intre shall accrue and the 
lntcrest Rue shall be determined a set forth herein but each ofd he Pattieft m1 es all of 
its respective fishts as to the appropoate InteMrt Rae and to the 1 apidtlizdon or 
-~6fdW-ing thereof in-ny-proposed plan or in coneton with any othme detulnaion 
of the Intermst Rate by the Bankrtptcy CouWt SpeCifically, thOUlh-not-20 lusvoly. QF 
reserves the dight to dispute any Interest Rate set forth im a proposed plm and preserves 
th right to assert that ON clim OfQF is mpind t=der tedPia plan 0 A res1 t of 
such propome Inerea t Rute.  

8 l2,1 o AM

- ae tr,- T*;n7 " ', -f 97A ,



J, I~ 'fTD) O9: .1 GAYLORD CONTAINER 1, 1 25 79 3z ~ J

5. Waver of Peci Loss Damages. QF waives its Tight to assse claims 
to recovcr "pccuriary loss" damages in connection with asSWMnion of the PPA pursuant 
to Bankraptcy Code section 365(b)(1 )(B). This waiver shall not diminish or affect QF's 
right to payment of the Prepetition Payables or the Cure Amount. or to recover interest 
thereon; nor shall this waiver afect the detemznieation of the Intcrt Rate.  

6. Waiver of PJ& t to Pre-Assuartion Claim. Q? waives its right to msert 
claims to receive the difference between the mulcet pice sad the coamct price for 
energy and capacity delivered to PG&E from and after April 6, 2001 throulg AuguSt 31, 
2001, the effective date that PG&E assumes the PPA. pursuant to Bankruptcy Code 
sections 365 and 503(b).  

7. Fio .ent of PostPA.O&riou ObUgaton. PG&E shall pay in fuMl any and 
all post-assumption obligations due under the PPA on such dates, st such tdes, and 
under the PPA, pursuant to BDankuptcy Code section 365. Such obligations shall be 
afforded admistntive priority status under mankruptcy Ce d-seition 503. Good faith 

-- disputes- regarding the amounts to be paid to QF under the FPA for post-ausumpion 
deliveries of en*y and capacity shalt •-i---•-- da-brachb of tis Agreemena.  

8. Reservnion of RjWs. Neither this Agreemnt Mor PG&E's assumption of 
the PPA in the anumn contemplated henin shall modif, wave., or otherwise prcjudice 

"(i) either Party's rights and obligations with respect any pmcedinmp before the CPUC.  
the Federal Energy R.egulato-y Commission and the courtt, relating to the rnog price to 
be i pursuant to the PA for the peiod prior to PG&E's asumpton of the PPA 
provided hcreir; (ii) QF's puported rihts toset-offa are or may 
become owing to PG&E and PG&E's right to contest such purpoted rifht of setoffa a, 
reoupment; and (iii) either Party's righ's with respec to amounts owed by PG&E to1 
under the First Amendmen. Howeva, QF hereby waives any cbaim ftr payment from 
PG&E bas-9 -anyQF assertion of economic hardship, other thm ta as set forth in the 
PPA and this Agement or as has oherwise already been appmved for the QF by the 
Banloitcy Cout and saccud before July 31.2001.  

9. FurtherAsnces. QF aWd PG&E shall take i11 neces O action to 
implement the tenns and conditios contemplated herein. including bnt T limied to 
executing the amendment contemplated in Section I of this AumenUAt and pepMng any 
doc•tWOU and Uking any cMio Unesy to implement Section 2 ofthis 
Agregment d appmvi -executing and deli g this Ape•maCL 

10. Descrietive Hesdin. The dcscripdve-headinls of Is Agreement A 

inserted for convenience of refCrM= only and do not consitMt & put of this ApuneMt.  
All rndaen to sections, asc=hm"ts. or exhibits are to dhe sections, attachments or 
exhibits of this Aicement.

8/21MI 1,62AM



11. 9 e_ . Each Party shual pay its own expenses. professional fees and 
other costs connected with or associsaed with the negotiation and execution of this 
Agr-mernL In the event any Pary breaches this Agreemnt. the breaching Party shall 
pay all costs and penses (including atorneys fees and expenses) incurred by the other 
Party or Parties in connection with or arising out of such brteach.  

12. Governing LAw. This Agreement is made an entered into in the State of 
California, and shall in all rcspects be interpreted and governed under the laws of 
California, without regard to principles of contlicts of law.  

.13. Entire AglealmenL This Agrecment, and all astuchmsnw hereto. sets forth 
the entire agreement between the Paries relating to dte acceptance by QF of the CPUC 
five-year fixed energy price option set forth in CPUC Decision No. 01-06-015, 
assumption by ?CO&A of the PPA and the EAD Conma Wand the paryment of the Cure 
Amount and supersedes and _rg•ces any prior undmeandn. respondence 
commitments or apgeemernt, whether oral or writen concerning the subject-matten of dhii 

-AgrV*m a_ Any modification or amendment to ft Apgreime must be in wdri Mid 
must be sipo:d and dated by fte Pardes and must explicitly sr that it. is imnnded to be 
an a=dment to or mnodilicaion of ths AgrcmeiaL 

16. Binding ArMM nt This Agreement shal" be binding upon and inur to 
the b•.mht of the successon and assipa of the Panies hmo-.  

------- 4-._ Conm•rucion of A•rmmeatL Causel for the respective Pwdm have 
-- ewe • dl -participated in the dratig of dis AVhn6M ConeUQnly. th•e Plnipl 
of construction of coum: tht ambiguities shall be resolved against *--daftahILIMt 
be used or applied in the* -iea ofdhis A.ree...  

16. Rercs onuiom Each Pray hereby reCpn gnts w wardmw s to each of the 
other Parties that (a) the execution ofthis Areement and de Pricing Amndmenm has 

been duly a&uorized byas-nscessury coporate, sharholder tad similMu aidO; (b) this 
AgreemeW and the Pricng AVeem t have been duly mccuted d delivered wd 
constimtus dte legal valid and bidingt obligation of such Pary, mnfotedabl against such 
paMy in ac.ordame with it terms; and (c) the executioD ai delivaY of ds Agwmmt 
and the Pricing A sM ad the Wp a m by such Puty of its obliglto 

hereunder do not And wil not confoict with& cmxvg ot breah amy taw, judgr= 

oricr or material conrt't applicable to or binding on such arty or any of ts Properies or 

as e ns. --- 
c u d' e a 17. Executon h Cotem This A ee -- d i separate 

countcrpM, each of which when CXOCUW shall be an origina bt aQl ofwhlch, taken 

together, "ll constitute one and the sine insuuniL 

£42:4 AM
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IS. Unl!quytcy Court AprovaI. This Agreement is subject to Bankruptcy 
Court approval. If such approval has not been giva by September 13, 2001, this 
Agreement shall be deemed a nullity.  

19. CP.UC Approval This Agreemeat is subject to a decision by the CPUC 
finding, without condition unaccptable to FG&E. power puchase areemen 
amendments such as the Pricing Amedment entered into ater July 14, 2001 and up to 
the date this Agreement was cxecuted by QF as "per se nusoanable" under the sume 
standards as established in D.01-06-015 for simnilar power purchase agrnment 
mendmects entered into before July 15, 2001. If the CPUC issues a decision regarding 

the reasonableness of power purchase agrcemera amendmeints such as he uicuig 
Amendment entered into after July 14, 2001, PG&E shall notify QF In writing wighi five 
business days following the issuance of such deciuioim(notie by fix or-emtil, 
subsequently coaufiued by hard copy, to be acceptable) wheea or not he decision 
contain• a-conditioc-imacceptable to PG&E; if PG&E fails to provide timely such notice.  
PG&E shall be deemed to have waived Its ri.hs to asert that th decision contaim a 

--- cnditioa-unacceptable to PG&E and die provision of t0.s Sectin 19 shall have no force 
and effect If such decision is not issued by Sc~Wiuin-bw13;- 20ft-this -Agreeme* shall be 
deemed a nullity.  

IN WTrNESS WHp=E . this Agreement has ber duly e= uted by or on 
bchalfofQF and PO&E as-ofhe-Efulctw Dam 

Gaylord -oniner Coorntion,- -h acikt- rand Elecrle Company, 
._ a DeIware, co~�rporas a Call ifnia--owaos 

By: 

Nae: 1 O C Di10 

Titl: __________'ice______en Title: ,aZ L

%P,3MI X:6 ^M
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SECOND AMENDMIENTr TO THE 

POWER PURCHASE AGREEMENT 

BETWEEN 

GAYLORD CONTAINER CORPORATION 

AND 

PACIFIC GAS AND ELECTRIC COM3PANY 

(PG&E LOG NO. 01JCI 4) 

THIS SECOND AMENDMENT. dated as of Ausust 22 2001, is by and bawtwe 

PACTFC GIAS AND ELECTRIC COMPANY (*PG&W), a California conwrortion and 

Gaylord Container Curpomatian ('SeUlr"), a Delaware corporanon. PG&E and Seller aen 

sometimes Tefarred to heretin individually as 'Puty" and colleewvuty as the "Parnes.' 

RWITALS 

A. On December 29,1982, Seller (or Sella's predeclamocr, as appcleshI) and 

PG&E ented into a power Pumbnkz Apuement (as amauided. the 1'PA"), pwumu to 

which PG&E purchases eleetnei power ftm Seller and Seller saels, ulecic power to PG&E.  

B.--: On Aptil 6, .2001, PG&E filed a voluntary petidon under chapte IlI f the 

United Stan. Banluptey Code in die Son Francisc Division of fth United Stam 

Banmbu y Cowl foa &e NouthArn Disoict of California (uh '1BinkruPtY COuzt' (IN P', 

Pacifi rhu and Mleantr Company, Boft~ Casw No. 01.03w93) 

C. on ;mne 14.2001. the California ?ublie Utilidell CoinnlMW5ioti (th 

-Commiusco"') issued Decision ("D."1 01-06-015, which apprved &a "per st reasonble" 

cr~tain non-standard PPA energy Prie. Modifications if xWch ="dfiCiu**a wer efmtered 

into before July 1S. 2001 (the lnmitiAl Deadline") The Initill IDeidli vlas subs"Mendiy

O8/22Al 11:43 AM
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exiended by the Commission for certain one-year energy price amendments.  

D. On July 20, 2001 the Parties entered into the Fint Amendment to the Power 

Purchase A•recmera between Gaylord Containr Corporation and Pacific Gas and Elecuic 

Company ('"irst Amendmcnt"). changing the original energy pricing provisions in 

accordance with the one-year option set forth in D.01-06--015. The Approval Date under, 

and as defined in., the First Amendment occurred on July 27, 2001.  

E. On July 19, 2001, Commission administr-tive law judge JoMn S. Wong 

issued a ruling extnding the Iitial Deadline for certain five-year energy price amendmenrs 

wuil the Cmrission rmles on a petition submitted by the lndepcndent EnerW Producers 

Association ("'W") to modify D.Ol-06-013.  

F. Seller notified PG&E of its desir to moodify the PPA by electing the five

yer enerrgy pricing option set forth in D.01.06-015 after the Imtial Deadline but bWfore •t.  

Commission has ruled on the TEP pition reerred to above.  

G. PO&E is willing to a&e= to Seller's nrqust to modify Seller's PA to 

replace the ewnwgy png term subjet to the terms set tfrth below 

in consi•datio of atd mutual promises and covenmts contained herein. PO&E and 

SeiIc apge to modify the ??A as follow:.  

1. FIXED EMRGY PRICE 

Comn ciang wish the first day of th fiftee-day billing cycle Immediately 

following the Commencem t Date (ma defined in S ectioln 2 below) and ending o01 Augls 

31, 2Q06 (this period referred to hereaftU as d1e :&Wd R Peod"), the enrgy prit 

terM specified in hie PPA (as set forth in de First Amen"Met) shall be replaced with the 

08122/=1 8:43 AM
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applicable energy prices as specified in Attachment A to this Second Amecnfenfl, which is 

hereby incorporated by reference. No provision of the PPA other then fte energ price 

term~ is or shall be deemed to be modified, amended waived or othewise affected by this 

Socond Amnendment. The Parties agive to cooperate reaonably aw4 contest any challenge 

in any Commission pmeceeding that seeks to alter or modify the enerV pricing tenns set 

forth in Anachmenut A, including, but not limited to, =ny challng, to the reasonableness of 

PG&E baving, tened umt this Second AmendmenL 

2. EFFEMTVENESS 

Section I of this Second Asnendment-shaLl not-b-cmefet unless and until 

both (1) it haa ban approved by Owe Dannauptcy Cowl and (2) die COZ(Misslon issues a 

decision finding power purchase agremaent azzendments such as this Second Amendment 

entered into alfte Muy 14.,2001 and up to the date this Second Amendment was executed by 

Seller as peraeresg=onable" widethessme sandand asestabHibed in D.01.06-01S fo 

siamilar amendisents entered Lrmbfr Jt ~ eat-nube such evena oczaw 

being toe "Counnneremet DaW'"). Innii~ pnexecution of fths Second 

Ametidin"t (A) PG&E "shale I and serve a notice of 1~intinOn tO assume fte ?PA and 

enter into d&i SOCond miwbndent as contemplated by *ae Bazilavptcy Cowt's recent order 

grating pG&3uthry to ifLuMg power purgbas.t agreements, vAn (B) fte Pardes shall 

use thei bmest em to obtain from the BanksupteY Cowlt an order authorizing PG&E': 

asUnipdo of the PPA effective as o AugOus 31. 2001 and apProVisg this Second 

Amendmet and tha esain Agreamnat dated as of Augus 22-2001 bY an~d wn"*n 
Gaylord~~~ :oljnrCopnto amd Paeifc Gas and Electric Company. pwmsan to which 

pG&. shlal asaMWn the IpA and cxW iidcoaurrently-with this Secon AMMue~ndanL If 

both condtidons (1) and (2) on t~he occurrece of the COMznencan"el Date do not ocew by 

September 13,20019 ths Second AMnedmeng shall be deemied a nullity.

08/22/0 8:43 AM
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3. SELLER'S OPTION PERIOD 

For a fifteen-day period following thW Co=nccmetnt Date, Seller shall have the 

sole right in its discretion to terminate this Second AtncndmenL Upon SUer's teimination 

ofrdis Secotd Arn•ndm~rn puruan to this Secdon 3. this Second Amendment sball be 

deemed a nullity.  

0L'OI 8:43 AM
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4. NO WAMIVR 

Noting in this Second Amendment shall conriule an admission. waiver or 

compromise of either Paty's-ightuscaims or obligtions in the U3Wauptcy Cous all of 

which are expressly preserved and r ved, and this Amendment &hall have no 

prccedential value in the Banhc'upty Court 

&. SIGNA. URE 

IN WITNUSS W-EPFORL Seller and PG&E have caused tis Second 

Amendmill to be executed by teir audhorized repreuenatives, effective as of the date of 

the as signaturs set forth below. By sgning ft Second Amenftenm below. the 

rePre3p9mni•ive of h Parties warrant that they have the requisite authority to bind their 

respective principal.  

PACIFIC GAS AND EEC`TRIC COMPANY 
a California cosporafon 

By..  

Name~~.  

Dam Z.3 ,z, I2~ 

Gaylrid ContawnCOrpOration 

a Delawar corpmdotn@ 

By .. A -
Name: C. Dillon 

Title; Executive Vice President 

0LIUI 1:43 AM
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Aftc1setton A 

Pacific Gas and Elect&i Company 

FIXED ENERGY PRICES FOR QUALIfYING FACIUTIES UNDER 0. O1 .06-01 S 
Effectie trough Decerl*r 319,2001

Starting 
Enwrg 
Value

is)

2W0 TOU 3RAC iF 
"HOuf saw

(b)

2w0 iOU 
"Fe~ a

2001 TOU 
Pftrge

(.)aoO
(63

F-IrMlecaTon of Annu15al txedI~~ "..a -rT'.
Peeled A.- suomet 
per"e a - Wfttbr 
Atnnual Avenige

Perled A - Summor 
Peek 
Potlwal.Pei 
09~.P 
SLOWr Off-Pos 

P~rlE S 'Winlte 
Peak 
Per"~.Pm 
Off-Peak 
Supv 0641sk

0.06709 
G0.007 
114=709

O.W4151 
LGI6716 
L9041518 

Use=416 

0.06006

4,417 
4,343, 
6.760

774 
903 

2.00 
737

0.0,18748 
0.023973 
0.021338

0.6"0 
1.123

1.� 

0.001 

0.546 

1.ou 
0-au 
0.550

1A12 
2,00 

723

Wiwu -ko&h Mom k: 
0.047161 

0.063700! 

0.06249 

040164611

I. Thome *avyw prics eam ugvot so~uy 10rtuas ofMI Ot0mpls Vet %*-yew And onagy pete (5.3 WWIWn 

opoon in CPUC Deciskn (D.)01-06416. 1.wprce "MS twI be sMsMud w w .ftlale TOU cawndar Mou" 

2. SNAC 17 Saoe Values I Old Ow 96820naM @NBC~O %iat Cuery SPUacOindW PC-W# SWA Traw~idan F~ 

me aO~pted bV 00 CPUC Ir 0.36-12435. 310400111 v*S I30 re Base SAGUC OI pEi gem" ta 90W i 0.96-12-428.  

Tha trgip Imrp vowu simongwi-eo *gm lwuMV" wuesewoalvalus byYTOU pulld hauls 

3. YOU f ~akaM alloerat e akd a mwa seg e o eun.at ea~ ausII.41pld 
Seasonal YOU bew we dettwe * ftm rMW Ofd OwW 604100101 SOD W- TSa vskhesa msw &v~r~ 54W3 vaiCStO 
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p!lle 9 OWovmbw I - Ao~I 30) 
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peak win)uS- (0.01 " wbib Suiner of~~ 

houmsj I Wei low Off0 lPoh wlt
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-. ~~ ~ ~ D Vi vf~u' ~~

=.. I Z 77-t,-M toll Jl=VL-rq

Mue'd

''A 'N -- MV-1 7výj



SEP-13-2001 08:36 Pfl&E UTIL ELEC PORT NIGMT 41357-3r - S P00/2 

0y16rd Cafthdas Ca moepnuI 

Septanbw 12 20 0 1 

B&. Joe Hemi 
padfic Gan and Electic C=WUaY 
245 Market Street, Rwnm 1240 
Sa= Francimsco CA 94105 

pw: -Amendment to Asustmptiont Agre!eMen and PPA Amendmeat 

Dear Mdr. Hadr: 

The PWVoe of thin lett& in to confrm Own agreeme to emingd fth Agreement, dated as 

ofAmpK ).7,,2001,jY aW== mans ylord ContanrCOrporatin ad Pacfic Gas ad 

BlectsioCtompany C'AaswmPtiOn AVOeeinut)andteScdA fl fl o 

Purahei Agrememetdated asfAnugw 23,2001 betwee GaylordContainer 

Cogrportion and Pacific GAS aMd Elsctzri CoPMan (-PPA Aumndmeatp) as set farth 

in the first inentence of Secton 1.2h. ph .SpC,;9nvbU 1, 2001.or Septembor 16, 

2001" is deleted and replaced with "Otbr12001 or October 16, 200V' and the date 

August 31, 2006 is deleted -and replacd 'withSqteinbu[ 309 2006.  

in the las auM,.u a Sectim 19fth dmt Septmnbi 13, 2001 is deleted and replacd 

with October 13, 2001.  

Ini the fars saieCe Of Section 1, the date Auig*~ 31,2006 is deleted anld r6Placed With 

Septembe 30, 2006.  

in the tlwd sentnceof Section 2,, th date Ssptimber 13, 2001 is deleted And rplaced 
with omber 13, 2001.  

In all other respect the Aswipt~im ANrement mid the FpA Amenedmul shal rumain 

EXHIBT
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w Joe Ifuui 
Sqptember 13, 2001 

plmse irmlicate yom ag nmd .34.ecanoo o treg*~otoIng am misu by aigning a 
cocy of thi law =er .wmfi* it to: m Thank YosL 

Ray C. Wilon 
Executiv Mice Presidmit 

Agree and A=Wced;.  

AN ELECTPRICCW

TOTFL P.03


