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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
Inre - Case No. 01-30923 DM
PACIFIC GAS AND ELECTRIC Chapter 11 Case
COMPANY, a California corporation

Debtor.

Federal 1.D. No. 94—0742640

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.

W COds e W] lenb pod

NOTICE OF ENTRY OF ORDER.



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_”

DATED: September 18, 2001. :
Respectfully,

HOWARD, RICE, NEMEROVSKI, CANADY,

FALK & RABKIN
A meZjim o?n
By: ! V/M
WILLIAMﬁ.AAFHERTY »

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

WD 091801/1-1419920/944976/v 1
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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,

I;ALK &I RABKIN

A Professional Corporation

Three Embarcadero Center, 7th Floor F l L E D
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
Inre ’ Case No. 01-30923 DM
PACIFIC GAS AND ELECTRIC Chapter 11 Case

COMPANY, a California corporation,
Date:  September 13, 2001

Debtor. Time: 10:00 a.m.
Place: 235 Pine St., 22nd Floor
San Francisco, California

Federal 1.D. No. 94-0742640

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/v1 '

ORDER APPROVING MOTION RE ASSUMPTION OF LONG-TERM GAS AGREEMENT
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The Motion for Order Authorizing Assumption of Long-Term Gas Transportation
Service Agreement between Pacific Gas and Electric Company and Gaylord Container
Corporation (the “Motion”), filed by Pacific Gas and Electric Company the debtor and
debtor in possession in the above-referenced chapter 11 bankruptcy case (“PG&E”), came
forAhearing on September 13, 2001, at 10:00 a.m., in the Courtroom of the Honorable Dennis
Montali, located at 235 Pine Street, 22nd Floor, San Francisco, California. The Motion was
heard on shortened time, pursuant to an Order Shortening Time entered by the Court on
September 5, 2001. William J. Lafferty of the law firm Howard, Rice, Nemerovski, Canady,
Falk & Rabkin, a Professional Corporation, appeared for PG&E. Michael Sorochinsky of
the law firm Milbank, Tweed, Hadley & McCloy LLP appeared telephonically for the
Official Committee of Unsecured Creditors. Other appearances, if any, were as noted in the
record.

The Court having considered the Motion and accompanying declarations and other
documents filed in connection therewith, and the arguments of counsel at the hearing on the
Motion, and the record of this case, and the Court having been apprised that this Motion is
related to PG&E’s Notice of Intention to Assume Power Purchase Agreement with Gaylord
Container Corporation, which has been separately noticed to creditors pursuant to the notice
procedures approved by this Court for the assumption of Power Purchase Agreements, and
good cause appearing, the Court hereby ORDERS as follows:

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

2. The Motion is approved.

3. PG&E is authorized to assume the Long-Term Intrastate Natural Gas
Transportation Service Agreement (the “Gas Transportation Agreement”) between PG&E
and Gaylord Container Corporation (“Gaylord”), pursuant to the terms and conditions of that
certain “Agreement” between PG&E and Gaylord, dated as of August 22,2001, including as
the same may be amended by that certain letter agreement between the parties dated as of

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

WD 091301/1-1419920/944183/v1 -1-
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Transportation Agreement, the “Agreement” and the Letter Agreement are attached hereto as |

Exhibits “A”, “B” and “C”, respectively.

4.  The Court hereby expressly acknowledges the term of paragraph 19 of the
Agreement which, as modified by the Letter Agreement, requires that the California Public
Utilities Commission (“CPUC”) approve a “pricing amendment” to the Power Purchase
Agreement (“PPA”) between PG&E and Gaylord on or before October 13, 2001, and
provides that if such approval is not obtained by that date, the “Agreement”, which provides
for the assumption of the PPA and the Gas Transportation Agreement, is a “nullity”. In the
event that the CPUC does not approve the pricing amendment on or before October 13,
2001, then PG&E’s assumption of the Gas Transportation Agreement authorized herein,
shall be nul]iﬁed3 and shall be of no force or effect.

IT IS SO ORDERED.

' DENNIS MONTALY

DATED: September 13, 2001

UNITED STATES BANKRUPTCY JUDGE

WD 091301/1-1419920/944183/v1 -2-
ORDER APPROVING MOTION RE ASSUMPTION OF LONG-TERM GAS AGREEMENT
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LONG-TERM INTRASTATE NATURAL GAS TRANSPORTATION
SERVICE AGREEMENT

This Agreement is made by and between Pacific Gas and Electric
Cbmpany, a California corporation (PG&E), and Géyiafé Container
Corporation, a Delawafe corporation (Customer), who are also
referred to herein as Parties, or, in the singular, Party. This

Agreement is for intrastate natural gas transportation service.

1. EFFECTIVE DATE, COMMENCEMENT OF SERVICE, AND TERM

1.1 This Agreement is subject to prior approval by the
California Public Utilitiles Commission (CPUC), and shall become
effective on the date it 1is approved by the CPUC, provided it is
not>modified or conditioned in a manner which is reasonably
unacceptable to either Party. The Parties shall reasonably
cooperate in obtaining such approval. Prior to such CPUC
approval, this Agreement shall be deemed a mutually binding'
declaration of intent between the Parties.

PG&E shall file an application with the.CPUC regquesting
approval of this Agreement within thirty (30) days after
execution by both Parties. 1f PG&E does not file an application
within such thirty (30) days, Customer may terminate the
Agreement at any time prior to filing by giving PG&E written

notice of such termination.

EXHIBIT A 1.2- 2
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If the CPUC, in its initial approval of this Agreement,
modifies the terms or conditions of this Agreement or conditions
its approval, including, but not limited to, a condition or
decision that is inconsistent with applicable utility revenue
requirement recovery as currently set forth in CPUC Decision
No. 92-11-052, each Party shall have twenty-one (21) days
following such action in which to notify the other Party in
writing that the CPUC’'s modification or condition is
unacceptabie. Upon a Party providing such notice, the Parties
shall, within fourteen (14) days of the notice, meet and
undertake good faith negotiations to resolve the issues. If the
Parties are unable to resolve the issues within fourteen (14)
days of their first meeting, this Agreement shall terminate.

Any modification to the terms of this Agreement that results
from the operation of this section shall be subject to the
approval of the CPUC.

If either Party fails to give notice within the above 21-
day period, that Party shall be deemed to have accepted the
modification or condition and to haye waived its right to
terminate.

1.2 Service under this Agreement shall commence on the
first of the moéth following the later of the date of CPUC
approval of the Agreement, or, if the CPUC modifies or
conditions its approval, on the date of acceptance by the

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

1723
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1.3 The term of this Agreement shall be fifteen (15)
years, beginning on the date service commences.

1.4 "Contract Year" shall be twelve (12) consecutive
months following the commencement of service as defined in
Section 1.2 and each twelve (12) months following the

anniversary of such commencement.

2 RATE
2.1 The initial rate shall be made up of the following:
] A volumetric rate of $0.045 per therm delivered to
Customer; and
] A fuel use and line loss payment of in-kind gas

(shrinkage) eqﬁal to the percentage specified in the
then existing otherwise applicable tariff.

This rate shall be subject to the provisions of Sections
2.2 and 2.3.

2.2 The volumetfic rate only will be revised annually, on
the anniversary of the date service commences under this
Agreement, by 2.0 percent, compounded annually.

2.3 The rate set forth in Section 2.1 shall not apply to
the intrastate delivery or transportation of gas réceived by
PG&E at Malin, Oregon, and such transportation shall be under
PG&E's applicable tariffs; provided, however, should the CPUC
/17
/77
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modify Decision D. 92-11-052 or otherwise authorize discounted
rates for firm transportation of gas received by PG&E at Malin,
Oregon, undér.this EAD agreement, the Parties agree to negotiate
in good faith a rate, terms, and conditions for such service
that are reasonable at the time, all of thch will be submitted
to the CPUC for its review and approval.

2.4 Customer shall pay PG&E each month for all amounts
due hereunder within fifteen (15) days from the date each
monthly bill is delivered by PG&E. Failure to pay any bill
within thirty (30) days from the date that bill is delivered by
PG&E shall be cause, at PG&E's election, to suspend service
hereunder until all outstanding bills rendered under this
Agreement have been paid in full; provided, however, service
will not be suspended for nonpayment if the bill is dispuﬁed and
a deposit'with the CPUC of the amount claimed by PG&E to be due
is made pursuant to Rule 10 or its successor. The Parties agree
that dispersal by the CPUC shall be made in accordance with Rule
10 or its successor or, at either Party’s election, as may be
determined by the operation of Section 5 of this Agreement.

2.5 Nothing in this agreement shall preclude PG&E from
prosecuting an action to collect bills rendered and unpaid after
service has been suspended or terminated. Subject to Section
2.4, if Customer fails to make timely payment of bills
hereunder, PG&E shall be entitled to recover cost of collection,

including reasonable attorney’'s fees and expenses plus interest

/17
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at the rate as may be then authorized by the CPUC in the gas
rules approved for PG&E. It is understood thaE there is no
interest authorized by the CPUC for late payment and no such
interest shall be due until authorized by the CPUC under the gas
rules approved for PG&E.

i 2.6 Customer may elect to take service under, and at the
rates set forth in, any otherwise applicable standard tariff
(excluding, for example, Schedule G-LT) or this Agreement by
notifying PG&E .in writing at least thirty (30) days in advance
of each anniversary of the date service commenced under this
Agreement. This election will take effect only upon such
anniversary. If and when the rates under any otherwise
applicable standard tariff (excluding; for example, Schedule
G-LT) change throughout the term of this Agreement, Customer
also may elect to take service under, and at the rates set forth;/
in, such tariff or under this Agreement by notifying PG&E in
writing within thirty (30) days of the effective date of any
such rate change. This election will take effect only upon the
first day of the month following Customer’s election.

In the event that Customer eleéts to take service at a
tariff rate, such service shall be provided by PG&E in full
accordance with:the terms and conditions of the applicable:
tariff.

2.7 ﬁo standby charges, transition costs, or surcharges

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

/17
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shall be responsible for such charges when Customer receives

service under an otherwise applicable standard tariff.

3. CONTRACT QUANTITY AND LEVEL OF SERVICE

3.1 This Agreement is for Customer's full regquirements
for intrastate natural gas transportation service to the
facility specified in Section 4.3. Under this Agreement, all of
Customer’'s intrastate natural gas transportation service will be
provided by PG&E. Customer may only use alternative fuels when
curtailed by PG&E or if given prior written permission by PG&E.
Unauthorized use of alternative fuels will be subject to the
then current tariff or rule approved by the CPUC. Customer may
meét its full requirements hereunder in whole or in part by gas
received by PG&E at Malin, Oregon.

3.2 Exhibit B sets forth the daily Firm Service Level
(FSL) and the Maximum Daily Quantity (MDQ) applicable to service
provided under this Agreement. The FSL is the maximum amount of
firm service (as defined in PG&E's Rule 14) provided hereunder
daily. The MDQ is the maximum amount of service, both firm and
interruptible, provided hereunder daily.

3.3 On ény day, usage of . transportation service in excess
of the FSL, up to the MDQ, shall be ﬁrovided on an interruptible
basis. Usage in excess of the MDQ may be provided only under

the otherwise applicable PG&E tariffs, not under this Agreement.
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3.4 PG&E guarantees a minimum availability of intrastate
gas transportation service under this Agreement of at least
ninety-five‘percent (95%) of the FSL, calculated at the end of
each Contract Year using the formula shown in Exhibit A. This
provision is not a guarantee of service through any particular
PG&E receipt point.

If PG&E fails to satisfy such minimum requirement, PG&E
shall reimburse Customer for replacement fuel costs incurred by
Customer as a result of any such failure by crediting such
amount on Customer’s first monthly bill of the next Contract
Year (and any successive monthly bills as necessary to
compensate Customer fully, as provided above) . Such
reimbursement shall be the sole and exclusive remedy of customer
for any failure of PG&E to meet PG&E’'s guarantee obligations set
forth in this section, but shall not limit Customer'’s rights and
remedies regarding a breach by PG&E, if any, of any other
provision.

This section shall not apply when Customer elects to take
cservice under its otherwise applicable standard tariff.

3.8 By written notice, Customer may request changes in
the FSL and MDQ owing to significant changes in overall fuel
requirements at Customer’'s facility; however, the acceptability
of any requested change shall be determined solely by PG&E in

its reasonable discretion.
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4. GAS SERVICE

4.1 Subject to Section 2.3, Customer may have gas
delivered on its behalf to PG&E at any receipt point on the PG&E
system, at the California border or within California. Subject
to Section 3.4, service by PG&E under this Agreement shall be
governed by PG&E’s ability to accept the gas and by applicable
related transportation tariffs, gas rules, interconnect
agreements, and gas quality specifications in effect at the time
of the receipt.

4.2 During the term of this Agreeﬁent, the tariffs and
rules applicable to utilization and operation of PG&E'’'s gas
system may change; such changes may affect Customer’s receipt-
point options provided by Section 4.1. Implementation of any
program that adversely affects Customer‘’s receipt-point options
under this Agreement shall, at Customer’s regquest, réquire the

Parties to renegotiate this Agreement. If those negotiations

‘are not successful, either Party may initiate the dispute

resolution procedure set forth in Section 5.

4.3 Under the terms and conditions of this Agreement,
PG&E will deliver gas to Customer’s facil;ty located at
2301 Wilbur Avenue, Antioch, California.

4.4 This Agreement may be used by Customer for
transportation of natural gas to and from any storage facility
that is conﬁected to the PG&E system. Customer shall have the

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

/17
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and conditions as any other noncore customer of PG&E. This
Agreement does not, however, provide for or otherwise obligate
PG&E to construct or pay for any such interconnection of storage
facilities to the PG&E system.

4.4 Customer shall be deemed to . be in control and
possession of the gas to be delivered to PG&E hereunder until
the gas has been received by PG&E at the point(s) of receipt.
PG&E shall be deemed to be in control and possession of the gas
after receiving the gas at the point(s) of receipt until the
Customer takes possession at the point of delivery. Customer
shall be deemed to be in control and possession of the gas at
the outlet of PG&E’s meter at the point of delivery. Each Party
shall indemnify, defend, and save harmless the other, its
officers, agents and employees from and against any and all
loss, damage, injury, liability and claims for injury to or
death of persons (including any employee of either Party), or
for loss of or damage to property (including the property of
either Party), which occurs or is based upon acté or omissions,
except for acts or omissions of the other Party, that occur when
the gas is deemed hereunder to be in the control and possession
of that Party, or which results directly or indirectly ffom that
Party’s perforﬁance of its obligations under this Agreement.
Notwithstanding the foregoing, neither Party shall be liable

hereunder for consequential or indirect loss or damage.

1.2- 10
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T 5. DISPUTE RESOLUTION

5.1 Except as may otherwise be set forth expressly
herein, all disputes arising under this Agreement shall be
resolved in accordance with this Section S.

5.2 The Parties shall attempt in good faith to resolve:
promptly by negotiations between them any controversy or claim
arising out of or relating to this Agreement. If a controversy
or claim should arise, either Party may request the other to
meet within 14 days, at a mutually agreed upon time and place.

5.3 If the matter has not been resoclved within (60) days
of the meeting described in Section 5.2, either Party may
initiate binding arbitration in accordance with the following
procedures:

5.3.1 Unless the Parties otherwise agree, the
arbitral tribunal shall be composed of three persons. Each
Party shall nominate an arbitratof, and the two arbitrators
so appointed shall appoint a third, who shall act as the
presiding arbitrator or chéir-of the arbitral tribunal. 1If
either Party fails to nominate an arbitrator within thirty
(30) days of receiving notice of the nomination of an
arbitrator by the other Party, such (second) arbitrator
shall be éppointed by the American Arbitration Association
(AAA) at the request of the first Party. If the two
arbitrators so selected fail to select a third presiding

arbitrator within twenty (20) days of the appointment of

/17
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the second arbitrator, the third arbitrator shall be
appointed by the AAA. Should .a vacancy occur on the panel,
it shall be filled by the method by which that arbitrator
was originally appointed.

5.3.2 The arbitration shall be conducted in
accordance with the American Arbitration Association
Commercial Arbitration Rules. Each arbitrator shall agree
to abide by the AAA code of Ethics for Arbitrators in
Commercial Disputes. A . |

5.3.3 The arbitrators shall hold a preliminary
meeting with the Parties within thirty (30) days of the
appointment of the third or'presiding arbitrator for the
purpose of determining or clarifying the issues to be
decided in the arbitration, the specific procedures to be
followed, and the schedule for briefing and/or hearings.
The arbitrators shall hold a hearing and, within one-
hundred and twenty (120) days of the preliminary meeting
(except in extraordinary cases)-shall issue an award and
include findings of fact and conclusions of law. The
United States District Court for the Northern District of
California or a Superior Court of the State of California

may enter judgement upon any such award.

-11-
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5.3.4 If one or both of the Parties have a
substantial need for discovery in order to prepare for the
arbitration hearing, the Parties shall attempt in good
faith to agree on a minimum plan for strictly necessary,
expeditious discovery (obtaining documents, taking
deposition, and the like). Should they fail to reach
agreement, either Party may request a joint meeting with
the presiding arbitrator to explain points of agreement and
disagreement. The presiding arbitrator. shall thereafter
promptly determine the scope of discovery and time allowed
therefor.

5.3.5 Neither Party shall be assessed in
arbitration or otherwise any punitive damages.

5.3.6 As part of the arbitration award, the
arbitrators shall allocate costs and expenses of the
arbitration and determine the extent to which the expenses
(including reasonable fees for in-house and outside
counsel) incurred by the prevailing Party shail be borne by
the other Party." In the event of an action or proceeding
to enforce an arbitral award, the prevailing Party in such
action or proceeding shall recover its costs and expenses
(including the reasonable fees of in-house and outside

counsel) .

-12-
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5.5 Any modification to the terms of this Agreement that
results from the operation of this section shall be subject tc
the approval of the CPUC. The provisions of Section 1.1 shall

apply to any such approval.

6. GOVERNMENTAL AUTHORITY

6.1 Except if the Parties modify this Agreement pursuant to

Section S5 or otherwise, once this Agreement has been approved by

the CPUC, Sections IX and X of General Order 96-A, authorizing
further modification by the CPUC, shall be suspended for the

duration of this Agreement.

7. GENERAI, PROVISIONS

7.1 This Agreement shall be interpreted according to the
laws of the state of California.

7.2 Unless otherwise provided, all substances, whether or
not of commercial value, including all liguid hydrocarbons of
whatever nature that PG&E recovers in the normal course of
transporting the volume of natural gas delivered to Customer,
shall be PG&E’'s sole property, and PG&E shall have no obligation
to account to Customer for any value that may attach or be said
to attach to sﬁch substances.

7.3 Unless expressly provided to the contrary herein, any
notice called for in this Agreement shall be in writing and

shall be considered as having been given if delivered by

/17
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" facsimile or registered mail, with all postage or charges

prepaid, to either Party at the place designated below. Routine
communications, including monthly statements and payment, shall
be considered as duly delivered when received by ordinary mail
or facsimile. Customer’s.daily nominations shall be considered
as duly delivered when received by ordinary mail or facsimile or
electronic data interchange at the address set forth in
Exhibit A. Unless changed by written notice to the other Party,
all other notices shall be delivered to the addresses of the
Parties as follows:

PACIFIC GAS AND ELECTRIC COMPANY

Marketing Tariffs

123 Mission Street, Room H2645

San Francisco, California 94106

Attention: Director

CUSTOMER:

Gaylord Container Corporaticn

2301 Wilbur Avenue

Antioch, California 94509

Attention: Resident Manager

7.4 Neither Party hereto shall be liable for any failure

of performance, other than the continuing obligation to make
payments due hereunder for periods prior to the event of force
majeure, owing to causes beyond its reasonable control and the
occurrence of which it could not have prevented by the exercise
of due diligence by such Party. Refusal by either Party to

accede to demands of laborers or labor unions which it considers

unreasonahle in its sole discretion shall not deny it the

/17

-14-




10

11

13
14
15
16
17
18
lé
20
21
22
23
24
25

26

¢ o

benefits of this provision. 1If either Party hereto is unahie
for any reason to deliver or receive full or partial quantities
of gas contemplated by this Agreement due to force majeure, the
Party so unable to perform shall promptly advise the other Party
that such condition exists, and the Parties shall suspend
operations under this Agreement to the extent that the force
majeure event dictates, until such time as the event of force
majeure is remedied and both Parties can once again deliver and
receive gas, reépeccively. Any force majeure event shall be
remedied as far as possible with all reasénable dispatch. The
term force majeure as employed herein shall include, but not be
limited to,- acts of God, strikes or other industrial
disturbances, acts of a public enemy, the direct or indirect
effect of governmental orders, actions or interferences, civil
disturbances, explqsions, landslides, lightning, earthquakes,
fires, storms, floods and washouts. Force majeure shall not
include any economic or financial considerations, maintenance to
lines or pipe or the ﬁnavailability of upstream transportation
or supply.

7.5 A waiver by either Party or any one or more defaults
by the other hereunder shall not operate as a waiver of any
future default or defaults, whether of a like or of a different

character.

-15-
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7.6 Nothing in this Agreement shall be deemed to create
any rights or obligations between the Parties (a) except as
expressly contemplated herein, or (b) after the termination or

expiration of the term of this Agreement other than as is

' specifically provided for -herein. Nothing in this Agreement

shall be deemed to create-any rights or obligations between
either Party and any third party.

7.7 Customer warrants for itself, its successors and
assigns, that it will have, at the time of delivery of gas to
PG&E pursuant to this Agreement, good title to that gas, and
that all gas delivered to PG&E for transportation under this
Agreement is eligible for all requested transportation in
intrastate commerce under applicable rules, regulations or
orders of the CPUC, or.other agency having jurisdiction.
Customer shall indemnify PG&E and save and hold PG&E harmless
from all suits, actions, damages, costs, losses, and expenses
(including reasonable attorneys’ fees) associated with
regulatory or legal proceedings arising from the breach of this
warranty.

7.8 Exhibits A-D (Rates, Gas Service Profile, Operations
Data, Addresses) are attached hereto and are hereby incorporated
into this Agreement. These Exhibits may be amended or modified
from time to time in accordance with the provisions of this
Agreement and such modifications shall be subject to CPUC
approval, as may be regquired, and all such amendments and

modifications shall become part of this Agreement when SO made.

-16-
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7.9 Nothing in this Agreement shall obligate PG&E to
construct new facilities or to modify or expand existing
facilities to provide transportation service to Customer. This
Section has no impact on PG&E's obligation under Section 3.4.

7.10 Neither Party may assign this Agreement or any rights
or obligations hereunder without the prior, written consent of
the other (which consent shall not be withheld unreasonably);
provided that, this restriction on assignment shall not apply to
the assignhent of the entire interest of the assignor to a
parent, affiliate, or subsidiary corporation, or to an entity
succeeding to all or substantially all of the business,
properties and assets of the assignor. Upon such assignment,
this Agreement shall extend to and be binding on the assignee,
its successors and assigns; provided that, no assignment shall
relieve the assignor of its obligation to pay amounts due
hereunder up to the date of assignment.

7.11 Except as otherwise expressly provided herein,
service provided under this Agreement shall be subject to the
operational requirements of PG&E’'s gas system and to all
applicable PG&E tariffs and gas ruies in effect during the term
of this Agreement. In the event of a conflict between the
express provisions of this Agreement and an otherwise applicable

tariff, the express provisions of this Agreement shall prevail.

-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.

PACIFIC GAS AND ELECTRIC COMPANY GAYLORD CONTAINER CORPORATION

By: 7%{47«4@ / 57;//&_ Bx4

/ \ N
Title: VA Kb, Title: General Manager
Date: ,Qe( 75 /99«{ Date: 1/10/95
A \GATLORD .Ml -12/14/94: 3:30 M .
-18-
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‘ EXHIBIT A - RATES AND 'rsm‘

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

CUSTOMER ADDRESS: 2301 Wilbur Avenue
Antioch, Califomnia 84509

Major Acct. Rep.: Bill Scheiber Phone No.: (510) 6748558
Corporate Acct. Rep.: Paul Johnson Phone No.: (415) 873-4757
I. JERM:

The term of this egreement shall be 180 months.
{l. RATES:
Volumetric Rate: $0.045 per therm, subject to escalation (see special billing instructions, below).

Nl. SERVICE OPTION:

[X] Full Requirements. Customer agrees to utilize PGAE delivered natural gas service for 100
percent of its entire potential fuel use.

IV. COGENERATION:

X} Check if the facility qualifies for a cogeneration rate schedule.
Cogeneration Customers also must compiete an Exhibit E. Please compiete the following:
Cogeneration Rate Schedule: G-CGS
Net Electric Output Meter Information:
Percentage of FSL used for Cogeneration (used for assigning curtailment blocks): 100%

V. GAS METER INFORMATION:

Meter No Submeter No AlIS No. Usage Account No.
35201903 na 1305 BJC-N2-1002-1

SPECIAL BILLING INSTRUCTIONS

The sbove Volumetric Rate will be escalated on the anniversary of the date service commences
under this agreement, by 2.0 percent, compounded annually.

Shrinkage wil! 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 applicabie standard tariff
as specified in Seclion 2.6 of the Agreement.

H. during any Contract Year, PGAE is unable to provide the guaranteed level of firm intrastate
transportation service to Customer due to a PGAE initiated reduction or discontinuance of
deliveries to Customer's site (not including receipt point capacity allocations of 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 compare (during
those months Customner took service at the above contract rate in that Contact Year) the volume
of reduced service below the Agreement Firm Service Level (8s specified in Exhibit B to the
Agreement) with the product of 5%, the Agreement Firm Service Level, and the number of days
that cusiomer took service at the contract rate in that Contract Year. To the extent the reduction
exceeds the produd of 5%, the contract Firm Service Level, and the number of days of service
under the contrac rate, PG&E will reimburse the Customer for such ditference as specified in
Section 3.4 of the Agreement.

1.2- 20



EXHIBIT B - GAS SERVICE PROFILE AND QUANTITIES

CUSTOMER NAME: Gayiord Comtainer Corp. Transportation id.: 0673559

. MAXIMUM DAILY QUANTITY
Customer must designate a Maximum Dlally Quantily (MDQ) for all service served under this contract.
The MDQ 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 MDQ 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 QUANTTTY: 22,100 decatherms pe‘r day

il. FIRM SERVICE LEVEL

Customer must designate a Firm Service Lavel (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 decatherms per day

Exhibit B
Page 10f 2
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:AHID‘ DA SERVICE PROFILE AND QUAT

CUSTOMER NAME: Gayiord Container Corp.

WINTER SEASON:
Nov 1995

Dec 15995

Jan 1985

Feb 19895:

Mar 1995
Sub-Total:
SUMMER SEASON
Apr 1995:

May 1995:

Jun 1989S§:

Jul 198§:

Aug 1995:

Sep 199S:

Oct 1995:

Sub-Total

Annual Totals

Column A
Firm -
Transportation

{Oth)

600,000
620,000
620,000
660,000
620,000

3,020,000

600,000
620,000
600,000
620,000
620,000
600,000
620,000

4,280,000

7,300,000°

Column B
Interruptibie
Transpontation

(oth)

T

Transportation &% 0673589

Column C
Openrating
Days
in Month

_30

31
_3t
_28

31

[IF D, GUMNG,

Column D
Daily Firm
Service

Leve!

20000
20000
20000
20000

20000

20000
20000
20000
20000
20000
20000

20000

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

only.

Exhibit B
Page 2012



EXHIBIT C - OPERATIONS DA‘
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
CITY/STATE/ZIP CODE: Antioch, CA 84509
CONTACT: Bob Sheffield PHONE NO.:(510) 778-3235
ALTERNATE NO.: () - TELECOPIER NO.:(510) 779-3330

i Customner 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 8 Nominating Marketer from this list, may
be changed upon receipt of written notification by the Customer.

MARKETER? MARKETER ID NUMBER: 101A
CO. NAME: Chevron USA Inc.
ADDRESS: P.O. Box 5060

CITY/STATE/COUNTRY: San Ramon, CA ,USA ZIP CODE: 84583-0960
CONTACT: Dave Jones PHONE NO.:
ALTERNATE NO.:(. ) - TELECOPIER NO.:

MARKETER2 MARKETER ID NUMBER: 0156

CO. NAME: DeKalb-Canads

ADDRESS: 700 9th Avenue S.W.
CITY/STATE/COUNTRY: Calgary, Alberta
CONTACT: Bruce Craig ‘

: ZiP CODE: T2P3V-4
PHONE NO.:(403) 261-1331

ALTERNATE NO.: ( ) - TELECOPIER NO.: (403) 264-7142
MARKE'I'ER2 MARKETER ID NUMBER:
CO. NAME:
ADDRESS: :
- CITY/STATE/COUNTRY: ZIPCODE:___
CONTACT: PHONE NO.:(___ ) .
ALTERNATE NOQ.: ( ) - TELECOPIER NO.:(___) -

PG&E Gas Control Center

CO. NAME: Pacific Gas and Electric Co.
ADDRESS/CITY/STATE, 77 Beale St. - Room 1645 San Francisco, CA 64106
CONTACT: Transportation Coordinator PHONE NO.: (415) §73-3867

ALTERNATE NO.: (415) 973-3216 (24 hr.) TELECOPIER NO.: (415) 973-0649

'A Nominating Customer 1.D. Number ts required for only customers who will be nominating third party
supplies in their own name. '

: 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
ks received by PGAE that such agency amangement no longer exists. At least one nomination must be
made by Customer or 8 Nominating Marketer for there to be a vaiid nomination in place.

1.2- 23



EXHIB CUSTOMER CONTACT AND BILLI' TRESSES

Ct}STOMER NAME: Gaylord Container Corp. Transp.lD No.: 0673599

DIRECTIONS: PLEASE CHECK BOX WHERE THE FOLLOWING ADDRESS IS APPLICABLE‘1 Any

of the names or addresses listed befow may be changed upon receipt of written notification from the

" Customer:

X_FORMAL COMMUNICATION -

_X_CURTAILMENT

CO. NAME: Gaylord Container Corporation
ADDRESS: 2301 Wilbur Avenue
STATE/COUNTRY: Antioch, CA, USA
CONTACT: Bob Sheffield

ALTERNATE NO.: ( ) -

__BILLING ADDRESS
—_IMBALANCE STATEMENT ADDRESS

ZIP CODE: 84509
PHONE NO.: (510) 779-3235
TELECOPIER NO.: (510) 7798-3330

—_FORMAL COMMUNICATION
— CURTAILMENT

CO. NAME: Gaylord Container Corporation
ADDRESS: P.O. Box 10
CITY/STATE/COUNTRY: Antioch, CA, USA
CONTACT: Accounts Payable

ALTERNATE NO.: ( ) -

_X_BILLING_ADDRESS
_X_IMBALANCE STATEMENT ADDRESS

ZIP CODE: 84509
PHONE NO.: (510) 779-3213

TELECOPIER NO.: (510) 778-3330 -

- FORMAL COMMUNICATION
—_CURTAILMENT

CO. NAME: DeKalb Energy (Canada)
ADDRESS: 700 8th Avenue S. W.
CITY/STATE/COUNTRY: Caigary, Alberta
CONTACT: Mike Flaman

ALTERNATE NO.: (___) -

__ BILLING ADDRESS
_X_IMBALANCE STATEMENT ADDRESS

ZIP CODE: T2P3V-4
PHONE NO.:(403) 261-1332
TELECOPIER NO.:(403) 264-7142

—_FORMAL COMMUNICATION

___BILLING ADDRESS

. CURTAILMENT _—_IMBALANCE STATEMENT ADDRESS
CO. NAME:

ADDRESS:

CITY/STATE/COUNTRY: ZIP CODE:
CONTACT: PHONE NO.i( ) -

ALTERNATE NO.: (___) -

TELECOPIER NO..(__) -

PG&E FORMAL COMMUNICATIONS:

TO PGA&E: PACIFIC GAS & ELECTRIC COMPANY
ADDRESS: 123 Mission Street

STATEZIPCODE: 8an Francisco, CA 94106

ATTENTION: MARKETING TARIFFS DIRECTOR

k| :
An address must be provided for all four categories. Customer is ultimately responsible for payment of
transportation and imbaiance bills, regardiess of who is designated 1o receive the customer's bill or

imbalance statement.

—
[39]
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- AGREEMENT

This AGREEMENT, dated as of August 22, 2001 (the "Effective Dace™), by and
arpong Gaylord Container Corporation (“QF™) and Pacific Gas and Electric Company
(“PG&E™. QF and PG&E are sometimes referred to herein as the ‘Parties.”

WITNESSETH

WHEREAS, QF and PG&E are Partics to a power purchase agreement for
PG&E's purchase of power from QF s project identified by PG&E Log No. 01C104 (as

amended, “PPA™);

WHEREAS, on July 20, 2001, the Parties entered into the First Ameadment to the
Power Purchase Agreement between Gaylord Contziner Corporation and Pacific Gas and
Elestric Company (“First Amendment™). The Approval Date under, mnd as defined in,
the First Amendment occurred on July 27, 2001,

WHEREAS, QF and PGAE are Parties to the Long Term Intrastate Naturs! Gas
Transportation Service Agreemem executed by QF oo Januxry 10, 1995 and by PG&E on
December 15, 1994 (“EAD Contract™;

WHEREAS, starting on February 1, 2001, PG&E failed to pay the full amount
due to QF undexr the PPA for deliveries of energy and capacity for the period between
December 1, 2000 and April 6, 2001;

WHEREAS, the amount of payables for QF are set forth in Atachment A hereto
for a total amoum of six-million fous-hundred eighty-nine thousand eight-hundred thirty-
one dollars and eleven cents ($6,489,831.11), excluding interest thercon (the *Prepetition
Payables™);

WHEREAS, PGAE asserted that its failure to make certain of the Prepetition
Payables was excused based on a claim of force majeure and QF prowned PG&E's
assertion of such a force majeure and QF continues to dispute such asssrtions of PG&E's

clsim of force majeurs;
WHEREAS, on April 6, 2001 (the “Petition Date™), PG&E eommcnead s
11 Case™) by filing a Chspter 11 bankruptey petition

voluntary case (the “Chapter
pursuant to Title 1] United States Codes §§ 101 ¢f soq. (“Baniguptcy Cods™) inthe
United States Bankruptey Coust for the Northern Distriet of California, San Francisco

Division (the “Banirupicy Court™) on April 6, 2001;
WHEREAS, on June 13, 2001, the California Public Urilities Commission (the

08/22/01 8:41 AM EXHigiT B
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“CPUC™) issued Decision No. 01-06-015 whereby Qualifying Facilities under Standard
Offer Contracts with PG&E may request that their contracts be medified to replace the
cnergy pricing term with 3 five-year average fixed price of $.37 cents/kwh, as proposed in
the March 23, 2001 comments of the Independent Energy Producers referred to in CPUC
Decision No. 01-06-01S;

WHEREAS, QF notified PG&E of its desire to (i) modify the PPA pursuant 10
CPUC Decisien No. 01-06-015 afier the initial July 14, 2001 deadline set by the CPUC,
which was subsequently extended pursuant to an order issued by CPUC Administrative
Law Judge John Wong on July 19, 2001, and (ii) have the PPA and the EAD Contract
assumed by PG&E pursuant to an order of the Bankruptey Court under section 365 of the
Bankruptey Code in the Chapter 11 Case;

WHEREAS, PG&E {s willing to sgree to QF s request to assume the PPA and the
EAD Contract snd to modify its PPA to replace the snergy pricing term subject wo
confirmation by the CPUC that its deadline for such PPA modifications being considered
“per se reasonable” bas actually been extended to or beyond the date this Agrecmem was
exccuted by QF; '

NOW THEREFORE, in consideration of the premises described above and the
terms and conditions set fosth below, the Parties hereby agree as follows: ‘

1. Acceptance of the CPUC F ive-Year Fixed Energy Price Opticn.

I.t—— Effective upon the date (the '"Banicuptey Court Approval Date™)
the Bankrupicy Court enters the Approval Order (as defined and specifisd in Section 2 of
this Agreement), unless otherwise set forth in the PPA. for the period commencing with
the date on which the Second Amendment w the PPA between QF and PGEE (PG&E
Log Ne. 01C104) (the “Pricing Afpendment,” & mnndmmyof:»ﬁchil sstached
hmnAmMmBm)mmmmeuﬁsmdmwm
commencement of the Fixed Rate Period (as defined in Section lzbcbw)&e.pueefot
enmdeiivuedeG&EbyQFshauud«eminedpmmmchPA.m
refersnce 10 the pricing sct forth in the Pricing Amendment. .

1.2 Commencing with the date that is the earlier of Septamber 1, 2001
or September 16, 2001 following the Term Commencement Date (as defined bdov{) sod
ending on August 31, 2006 (this period referred to hereafier as the “Fixed Rate Period™),
QF clects 1o replace the eniergy price term specified in the PPA with the appﬁubie_mgy
prices as specified in the Pricing Amendment. The W is the
later of (a) the Bankruptcy Court Approval Date and (b)d\edmmwmhmeC.PFJC
issues.a decision Anding power purchase agreement unndmem'swh us the Pricing
Amendment entered into afier July 14, 2001 and up to the date this Agresment was o
executed by QF as “per se reasonable™ under the same sandards as established in D.01-

2122/01 3:42 AM
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06-015 for similar power purchise agreement amendments eatered isto before July 18,
2001, No provision of the PPA other than the energy price term is of shall be deemed to
be modified, amended, waived or otherwise affected by this Agreement. The Parties
agree 10 reasonably cooperate and contest any challenge ip any Commission proceeding
that seeks to siter or modify the energy pricing terms set forth in the Pricing Amendment,

. including, but not limited to aAy Thallenge (o the reasonableness of PG&E having entered

into this Agreement. If, despite such cooperstion and contest, s CPUC decision that
alters or modifies the pricing terms in the Pricing Amendment becomes final and

nonappeslsble, the Parties shall in good faith rencgotiate the pricing tevms in the Pricing .

Amendment, solely on a prospective basis, to preserve a five-year annual average fixed
price of §.37 cents/kwh, as proposed in the March 23, 2001 comments of the Independent
Energy Producers referred to in Decision No. 01-06-015. Concwrrently with the
execution of this Agreement the Parties shall execute the Pricing Amendment.

1.3 .. Fora fifteen-day period following the Term Commencement Date,

QF shall have the sole right to terminate this Agreement. Upon termination of this

Agreement, none of the waivers, covenants, waranties, representations and other
provisions of this Agreement shall survive and the Pricing Amendment shall be deemed 2

nujlity.

2. Assumption,
2.1.  The effectiveness of the Pricing Amendment is.contingent upon

Mggm of the PPA in accordance with the procedures described below:

m——

s Immediately upon executiop and delivery of this Agreement by the
Parties, PG&E shall file and serve a Notice of Intention 1o Assume
the PPA and Enter into the Pricing Agresment (“Notice™) as
conternplated by the Bankruptey Court’s August 3, 2001 oral order
granting PG&E autherity to sssumne power purchase agrecments;
and

-b. The Parties shal} use their best efforts to obtain from the _ .
Bankyuptcy Court an order (the “Approval Order™) spproving thu
Agreement, authorizing PGRE's mumpﬁop of the PPA effective
as of August 31, 200! and approving the Pricing Amendment.

22. Inrespect of PGRE's sssumption of the EAD Contract:

Immediately upon execuiion and delivery of this Agreement by
Puties.PG&EshanﬁkwiththeBmkmpuyCMuﬂma
motion seeking authority 1o assume the EAD Contract; and

&
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b The Parties shall usc their best efforts to obtain Som the
Bankruptcy Court an order suthorizing PGRE's assumption of the
EAD Contract effective as of August 31, 2001.

3. Full Payment. In connection with PG&E's assumption of the PPA , PG&E
agrees 10 pay 10 QF the Prepetition Payables (as such amount may be adjusted pursuant to
Section § of this Agreement), inciuding all interest thereon at the Interest Rate (as defined
in Section 4), which shall accrue and be added to the cutsanding balance of the
Prepetition Payables and which shall constitute an administrative expense (the "Cure
Amount®) on the soaner of the following (the "Due Date”): (i) the dat or which m order
converting the PG&E Cheprer 11 case to 8 Chapier 7 case is final and all appesls have
been conciuded; (ii) the date on which an order dismissing the PG&E Chapter 11 case is
entered and with 0o stay having been timely; ot (iii) the "Plan Effective Date” (as such
term is defined in the plan of reorganization as confirmed in the PG&E Chapter 11 case,
the "Plan"), all as pavt-of its sdministrative priority cure obligations pursuant te sections
365, 1129 and 503 of the Bankruptey Cods. There is no "Clite Aount” otber than as
defined in this Section 3. In the event that the Plan Effective Date does not oecur on or
before Angust 15, 2003, PGLE will commence to pay QF on August 15, 2003, and
thereafier monthly on the 15* day of each month, 2 sum equal 10 two percent (2%) of the
total Cure Amount, excluding any accrued but unpaid interest thereon, until the sooner of
the occurrence of the Due Date or August 15, 2005, at which time all remaining Cure
Amounts including all accnied bBunimpaid isterest will be paid in fuall under (iii) sbove, or
will be payable under (i) and (ii) above. Interest shall continue to accrue on the then

ouisianding amounisuntlipaid.
T 47 Injerest. Interest shall accrue on the Prepetition Payables (as such amount
may be adjusted pursuant 1o Section § of this Agreement) from their respective due datss
until paid, at a rate (the “Interest Rats™) to be negotiaied in good faith by the Pasties. If
the Partiss do not agree on the Interest Rate prior to the Plan Effective Date, the Interest
Rate shall be detérmined in-accordance with the terms of the Plan, if any, or by the
Baniruptcy Court as past of the plan confirmstion process. If no plan is coafirmed or if
PG&R's banksupicy case is dismissed or converted 1o Chapter 7, then the Bankruptey
Court shall determine the Interest Rate, If the Bankruptcy Court declines to exercise
jurisdiction over the determination of the Interest Rate, the Pasties reserve all rights to
pursue their sppropriate remedies. The Pasties agree that intsrest shall accrue and the
Interest Rate shall be determined umfonhhminbnteuhofdn?pﬁam;ﬂof
its Tespective rights as o the appropriste Interest Rate and to the capitalizationor
~zompounding thereof in-sny.proposed plan or in connection with any other determination
of the Interest Rate by the Bankruptey Court. Specifically, though-pot-exclusively, QF
reserves the right to dispute any Interest Rate set forthm 2 proposed pian and preserves
the right 1 assert that the ciaim of QF is impaired under the proposed plan as 8 result of

such proposed Intercst Rate.

V1201 §:43AM
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s. Wa;ivet of Pecuniary Loss Damages. QF waives its right to assert claims
to recover “pecuniary loss” damages in connection with assumption of the PPA pursuant
to Bankruptey Code section 365(b)(1 XB). This waiver shall not diminish or affect QF's
right to payment of the Prepetition Payables or the Cure Amount, or to recover interes:
thereon; nor shall this waiver affect the determination of the Interest Rate.

6. Waiver of Right 1o Pre-Assumption Claim. QF waives its right to assert

claims to receive the difference between the market price and the contract price for
energy and capacity delivered to PG&E from and after April §, 2001 through Angust 31,
2001, the effective date that PG&E assumes the PPA, pursuant 1o Bankruptey Code
sections 365 and S03(b). '

7. Payment of Post-Assumptiop Obligations. PG&E shall pay in ful) any and
al} post-assumption obligations due under the PPA on such dates, &1 such times, and
under the PPA, pursuant lo Bankruptey Code section 365. Such obligations shall be
afforded administrative priority status under Bankruptcy Code sestion 503. Good faith

“"disputes regarding the zmounts to be paid to QF under the PPA for post-sssumption

deliveries of energy and capacity shall not be deemed a breach of this Agresment.

8. Reservation of Riphts. Neither this Agrecment nor PGAE's assumption of

the PPA in the manner contemplated herein shall modify, waive, or otherwise prejudice
(i) either Party's rights and obligarions with respect o any proceedings before the CPUC,
the Federa! Energy Regulatory Commission and the courts, relating 1o the epergy price to

~be paid pursuant to the PPA for the period prior to PG&E's sssumption of the PPA
provided herein; (i) QF's purported rights to-set-off ar-recoup amounts that are of may
become owing 1o PG&E and PG&E's right io contest such purported rights of setoff
recoupment; and (iii) either Party’s right’s with respect to amounts owed by PG&E to
under the First Amendment. However, QF hercby waives any claim for psymeat from
PG&E bns’a'i?z/ny_QF sssertion of economic hardship, other than that as set forth in the
PPA and this Agreemeat or as has otherwise already been approved for the QF by the
Baniruptcy Court and scerued before July 31, 2001.

9. Further Assurances. QF and PG&E shall take alf necessary action to
jmplement the terms and conditions contemplated herein. including bot not limited to
executing the amendment contempiated in Section | of this Agreement and preparing any
documentation and taking any actions necessary to implement Section 2 of this
Agreement and approving, exesuting and delivering this Agreement.

10.  Descriptive Headings. The descriptive hud::np of this Agreement are
inserted for convenience of reference only and do not coasutite 8 part of this Agreement.
All references 1o sections, atiachments, or exhibits are to the sections, sttachments o

exhibits of this Agreement.

872201 142 AM
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11.  Expenses. Each Party shall pay its own expenses, professional fees and
other costs connected with or associsted with the negotiation and execution of this
Agreement. Inthe event any Party breaches this Agreement, the breaching Party shall
pay il costs and cxpenses (including atomeys’ fees and sxpenses) incurred by the other
Party or Parnies in connection with or arising out of such bresch.

12.  Governing Law. This Agreement is made and entered into in the State of
California, and shall in all respects be interpreted and govermned under the laws of
California, without regard to principles of conflicts of Jaw.

13.  Entire Agreement. This Agreement, and all attschments hereto, sets forth
the entire agreement between the Parties relating to the acceptance by QF of the CPUC
five-year fixed energy price oprion set forth in CPUC Decision No, 01-06-015,
assumption by PG&E of the PPA and the EAD Contract and the payment of the Cure
Amount and supersedes and replaces any prior undersianding, correspondence, .
commitments or agreement, whether oral of wrilten concerning the subject matters of this

_Agreement. Any modification or amendment to this Agreement must be in writing and
must be signed and dated by the Parties, and must explicitly state that it is intended to be
an arnendment to or modification of this Agreement.

14.  Binding Agreement. This Agreemsnt shall be binding upon and inure to
the beoefit of the successors and assigus of the Parties hereto,

———— 18 Construction of Agresment. Counsel for the respective Parties have
" reviewed and participated in the drafting of this Agreement. Consequenty, the principle
of constructon of conmracts that ambiguities shall be resoived against the drafier shall not

16.  Representations. Each Party hereby represents and wasranis to each of the
other Parties that (a) the execution of this Agreement and the Pricing Amendment has
been duly authorized by ail necessary corporate, sharcholder and similar sctions; (b) this
Agreemeant and the Pricing Agreement have been duly exceuted o delivered and
constitutes the legal valid and binding cbligation of such Pasty, e.nfomublz agsinst such
Party in accordance with its terms; and (¢) the execution and dclive_ry of thn Agroement
and the Pricing Amendment and the performance by such Pasty of its obhgpm
hereundsr do not and will not conflict with, contravene orbrewb.mth.._mdmecz..
ordet or material contract applicable to or binding on such Party or any of its peoperies or

ASSCLS.

i i ' may b¢ executed in
17.  Execytion by Counterparts. This Agreement ms scparate
counterpans, each of which when executed shall be an MM but all of which, taken

together, shall constitute onc and the same instrument.

sy R0
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18.  Banlruptcy Court Approval. This Agreement is subject te Bankruptey
Court approval. 1f such approval has not been given by September 13, 2001, this
Agreement shall be deemed a nullity.

19.  CPUC Approval. This Agreemeat is subject to a decision by the CPUC
fmdmg, without condition unacceptable to PG&E, power purchase agreement
amendments such as the Pricing Amendment entered into after July 14, 2001 and up to
the date this Agreement was ¢xecuted by QF as “per se reasonable™ under the same
standards as established in D.01-06-015 for similar power purchase agreement
emendments entersd into before July 15, 2001. If the CPUC issues 2 decision regarding
the reasonableness of power purchase agreement amendments such as the Pricing
Amendment entered into after July 14, 2001, PG&E shall notify QF in writing within fve
business days following the issuance of such decision (notics by fax or-email,
subsequently coafifmed by hard copy, 1o be acceptable) whether or not the decision
conlains a-condition-unacceptable o PG&E; if PG&E fails 10 provide timely such notice.
PG&E shall be deemed to have waived its right to assert that the decision contains »

--—condition unacceptable 10 PG&E and the provision of this Section 19 shall have no force
and cffect. If such decision is not issued by Septémbser 13; 2001;this-Agreement shall be

deemed o nullity.

4 IN WITNESS WHEREOF, this Agreement has been duly executed by or on
behalf of QF and PG&E asof the-Effective Dats.

.

deﬁn«‘arpomjonr —— - - Pacific Gas and Electrie Company,
- 8 Delaware corporation a Californis corperation

/‘.,_c A,ﬁ_

Name: Ray C. D:.llon

o gt P
ame: Joseon £ Hoae)

- Name:
dent Title: m,m——

Title:
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SECOND AMENDMENT TO THE
POWER PURCHASE AGREEMENT
‘ BETWEEN
GAYLORD CONTAINER CORPORATION
| AND
PACIFIC GAS AND ELECTRIC COMPANY

(PG&E LOG NO. 01C104)

TH!S SECOND AMENDMENT, dated as of August 22, 2001, is by and berween
PACIFIC GAS AND ELECTRIC COMPANY (“PG&E™), a California corporstion and
Gaylord Contsiner Corperation (“Seller™), & Delaware corporation. PG&E and Scller are
sometimes referved o berein individually as “Party” and collectively as the “Parties.”

RECITALS

A.  OnDecember 29, 1982, Seller (or Seller’s predecessor, as applicable) and
PG&E entered into a Power Purchase Agreement (as amended, the “PPA™), pursuant to
which PG&E purchases elecwric power from Seller and Seller seils electric power 1o PG&E.

B_. On Apeil 6, 2001, PG&E filed a voluntary petition under chapter 11 of the
United States Bankruptcy Code in tlic San Francisco Division of the United States
Bankruptcy Court for the Northem District of Califomia (the “Bankrupicy Court™) (/n re
Pacific Gas and Elsctric Company, Banks. Case No, 01-03923).

C.  OnJune 14, 2001, the Californis Public Utilities Commission (the
“Commission™) issued Decision (“D.”) 01-06-015, which approved as “per se reasongble”
certain non-standard PPA energy price modifications if such modifications were entered
into before July 15, 2001 (the “Initial Deadline™). The Initial Deadline was subsequently

08/22/01 8:43 AM

[BRAT .Y p}

cemmmnr o PRET5TTEIRA, "0 oyt



21 OLINED) 09038 GAYLuab CONTAINER 23 e 3530

extended by the Commission for cenain one-year energy price amendments.

D. On July 20, 2001 the Parties entered into the First Amendment to the Power
Purchase Agreement berween Gaylord Container Corporation and Pacific Gas and Flectric
Company (“First Asmendment”), changing the original enetgy 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 administrative law judge John S. Wong
issued a suling extending the Initial Deadline for cerain five-ycar energy price amendments
until the Commission nules on a petition submitied by the Independent Energy Producers
Association (“[EP™) 1o modify D.01-06-01S5.

F. Seller notified PGRE of its desire o modify the PPA by electing the five-
year energy pricing option sst forth in D.01-06-015 after the Initial Deadline but before the
Commission has ruled on the IEP petition referred to above.

G.  PG&E is willing to agree to Seller’s request 1o modify Seller’s PPA 1o
replace the energy pricing term subject to the terms set forth below

- AMENDMENT

In consideration of the mutual promises and covenants contained herein, PG&E and
Selicr agree to modify the PPA as follows:

1. FIXED ENERGY PRICE

Commencing with the first day of the fificen-day billin; cycle immediately
following the Commencement Dste (a8 defined in Section 2 below) and ending on August
31, 2006 (ﬁxis period referred 1o hereafier as the “Fixed Rate Period™), the energy price |
term specified in the PPA (as set forth in the First Amendment) shall be replaced with the

08/22/01 8:43 AM
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applicable energy prices as specified in Attachment A to this Second Amendment, which is
hereby incorporated by reference. No provision of the PPA other than the energy price
tenm is or shall be deemed to be modified, amended, waived or otherwise affected by this
Second Amendment. The Parties agree 1o cooperate reasonably and contest any challenge
in any Commission procéeding that seeks to alter or modify the energy pricing tenns set
forth in Anachment A, including, but not jimited 1o, any challenge o the reasonableness of
PG&E having entered into this Second Amendment.
3.  EFFECTIVENESS

Secuon 1 of this Second Amendment-shsll not becoms effecnve unless and until
both (1) it has been approved by the Bankrupicy Cotwt 10d (2) the Commission issuca 3
dgcision finding power purchsse agresment amendments such as this Second Amendment
entered into afier July 14, 2001 and up o the date this Second Amendment was executed by

Seller as “per se reasonabie™ under the same standards as estsblished in D.01-06-015 for
similsr amendments entered into before July 15,200 [thecdsts-on which such events occur

being the “Commencement Date™). Immediazely upn execution of this Second
Amendment, (A) PG&E shall file and serve a notice of intention to assume the PPA and
enter into this Second Amendment as contemplated by the Banknupicy Court's recent order
granting PGLE audmny {o assume power purchase sgreements, and (B) the Parties shall
use their best efforts to cbtain from the Baniguptey Court an order suthorizing PG&E's
assumption of the PPA effective as of August 31, 200} and approving this Second
Amendment and that cm Agreement dated as of August 22, 2001 by and among
Gaylord Container Corponnon and Pacific Gas and Electric Company, pursusnt to which
PG&E shall assume the FPA and execuied concurrently-with this Second Amendment. If
both conditions (1) and (2) on the occurrence of the Commencement Date do not oceur by

September 13, 2001, this Second Amendment shall be deemad 8 nullity.

08/22/01 8:43 AM
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3,  SELLER'S OPTION PERIOD

For a fifteen-day period foliowing the Commencement Date, Seller shall have the
sole right in its discretion to terminate this Second Amendment. Upon Seller's termination
of this Second Amsndment pursuant to this Section 3, this Second Amendment shall be

deemed » nuility.

 ————— e o

08/22/01 8:43 AM
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4. NO WAIVER

Nothing in this Second Amendment shall constitute an admission, waiver or
compromise of cither Party's-rights. claims or obligations in the Bankruptcy Coust, all of
which are expressly preserved and reserved, and this Amendment shall have no
precedential value in the Bankrupicy Court.

5. SIGNATURES

IN WITNESS WEERE?OR.E. Seller and PG&E have caused this Second
Amendment 1o be executed by their authorized representatives, effective as of the date of .
the last signature set forth below. By signing this Second Amendment below, the
represeniatives of the Parties warrant that they have the requisite authority o bind their

respective principals.

PACIFIC GAS AND ELECTRIC COMPANY
a Californis corporation

Gaylord Container Corporation
a Delaware corporation

By: /é c. /‘M_
Name: 3:7 C. Dillon
Title: Executive Vice President

08/22/01 8:43 AM
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Anacnment A
Pacific Gas and Electric Company

FIX NERGY PRICES FOR QUALIFYING FACILITIES UNDER D. 01-06-015°*
Effective through December 31, 2001

Starting 2001 TOU

Energy 2001 TOU SRAC TP 2001 TOU Energy

Velue Houry Base ? Faclor? Pries ¢

$/cesh $ewh

(o) ®) ® )] (9)=e°g

H WEOW Time-ofLlea Metering:

Pericd A - Bumms? 0.083700 4,417 0.018748 "0.679 0.047189
Pericd B - Winter 0.083700 4,343 0.023973 1123 0.060330

- Afhusl Averege 9.063700 4,780 0.621338 0.063700!

Aliacation of Sessonal Prices to TOU Perlode:

Period A - Summer W Tinect-Use Mewring:
Pesk 0.047199 774 1.088 0.080248
Peartak-Peak 0.047181 903 -1.022 0.04821¢
Of-Peak 0.047181 2008 . 0.008 . 0.548468
Super Of-Peait .0.047481 %7 0.948 . 0.044632

Period B - Winter
Posk - - - , -
Pariel-Peak 0.000330 1612 .02 0.062261
Of-Peak 0.080330 2,008 0.9%2 0.0s3688
Super Of-Pesk 0.0803%0 T 0.850 ' 0.087314

e

1. Thess snargy pricas se Senved solely fof PUIPO18E of mpRmentng the fve-year fxad energy prce (5.37 Cents/wh)
option in CPUC Decision (D.) 01-08-01S. These prices will be resilocated snnuelly using approprists TOU calendar houra.

2. smwmummnmmmwwmunmammnmzou
ss sdaptad by the CPUC in D.96-12-028. wmsmmhumcmmmndhnm— -028.

NQMWWMWMWNMMWTWWM

imrassasonal TOU fectors ae e adoptad in 0.96-12-028 (ms corvectad In CPUC D.9701.027
Mwmmmmmma&nvmw-mnnm

Period A gat-oaowaq P 8 1 30
[Total Sumyner hours « (1.005 * Summer
Po-umm}-ﬁ.ﬁ&'wm.l’::h ;T:‘ﬂml;rm-.(‘IM’mw
- . m [ | » e
hours) - (0.948 * Summer Super hours " m‘mm

nours)] / Sumwner Off-Fesk howrs

4, TOU energy prics is the munmmmmnmm.
Energy prices shown 00 not include spplicable Mne ioas adiusTNONS.
umbuodmmmwunmmmwmcpucumm-ow.
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847 405 5500 : el
September 12, 2001
Mr. Joo Henri
Pacific Gas and Electric Company
245 Market Street, Room 1240

San Francisco, CA 94105

Re: Amwdmummmpuonw;mand_rlmwm L Y

Thepmpmeoftlﬁsmhtownﬁrmcwamm'mmmdmmwdu '
of August 22, zml.byuﬂunonsenylox'dcminercapomudhciﬁoeumd s
Elestric- Company (*Assumption Agresment”) and the Second Amendment to Power j;
rochase Agreemen, dated 8s of August 23, 2001 between Gaylord Container SONE
Cmpoution.andl’wiﬁcGnlndElemic Company ("PI'AAmendmcnt")usetfmh ‘

Agumption Agreemient

In the first sentence of Section 1.2, the phrasé “Segtember 1, 2001 or September 16,
2001" is deleted and replaced with “October 1, 2001 ar October 16, 2001, and the date
August 31, 2006 is deleted and replaced with September 30, 2006.

hﬁ!hﬂs@uuofSocﬁon 19 the date September 13, 2001 is deleted and replaced
with October 13, 2001. ' '

PPA Amendment

Intheﬁmmofsml,medmmwn.zwﬁisddétedmdnpmﬁwhh
September 30, 2006. ' .

Lo the third sentance of Section 2, the date Septamber 13, 2001 is delcted sod replaced
with October 13, 2001. » | :

mauomammthcAmmpmw'mdmruW-MI@'
unchanged. . '

EXHIB!T G
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Mr. Joe Henri

September 12, 2001
Pago 2

mmwmmmmo{mmwwdmu
copy of this letter andireturning it to me. Thank you

Sincerely,

@ e DU

L

Agreed and Accepted: ‘ | %

Mb{ﬁoﬂ’\

TOTAL P.@3



