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DIABLO CANYON FACILITY LEASE

THIS DIABLO CANYON FACILITY LEASE (this “Facility Lease”) is made and
entered into as of R by and between Diablo Canyon LLC, a
California limited liability company (“Lessor”), and Electric Generation LLC, a California
limited liability company and the sole member of Lessor (“Lessee”). Lessor and Lessee are
individually, together with their successors and permitted assigns, referred to herein as a “Party”
and, collectively, as the “Parties.”

RECITALS

A. Lessor has acquired all right, title, estate and interest in and to Units One and Two
of the Diablo Canyon Power Plant and all assets related thereto (individually, a “Unit,” and
collectively, the “Diablo Canyon Power Plant”), all as more particularly described on Exhibit A.

B. The United States Nuclear Regulatory Commission (the “NRC”) has issued
facilities operating licenses for the Diablo Canyon Power Plant (DPR-80 for Unit 1 and DPR-82
for Unit 2) pursuant to which Lessor has been issued a license to own, and Lessee has been
issued a license to possess, use and operate, the Diablo Canyon Power Plant.

C. Pursuant to this Facility Lease, Lessor will lease the Diablo Canyon Power Plant
to Lessee for the Lease Term (as defined in Section 2.02 below).

In consideration of the premises and mutual covenants set forth herein, and other good
and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the
Parties agree as follows:

ARTICLE I

DEFINITIONS AND INTERPRETATION

Section 1.01. Defined Terms. Capitalized terms used herein without definition have the
meanings set forth in the Glossary of Terms attached hereto as Appendix A.

Section 1.02. References. Unless a clear contrary intention appears, in this Facility
Lease,

(a) reference to the singular includes the plural and vice versa;

(b)  reference to any agreement (including this Facility Lease), document or
instrument means that agreement, document or instrument as amended or modified and in effect
from time to time in accordance with the terms thereof;
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(c) reference to any Article, Section, Appendix, Schedule or Exhibit means
Articles and Sections of, and Appendices, Schedules and Exhibits to, this Facility Lease;

(d “hereof,” “hereby” and “herein” and words of similar meaning refer to this
Facility Lease as a whole and not to any particular Article, Section or provision of this Facility
Lease;

(e) “include,” “includes” and “including” mean including without limiting the
generality of any description preceding that term;

® any provision in this Facility Lease referring to an action to be taken by
any Person or that such Person is prohibited from taking, shall apply whether such action is taken
directly or indirectly by such Person; and

(g) any reference to a Person includes such Person’s successors and permitted
assigns.

Section 1.03. Titles and Headings. Titles and headings to Articles and Sections of this
Facility Lease and to Appendices and Exhibits are inserted for the convenience of reference only
and are not intended to be part of or to affect the meaning or interpretation of this Facility Lease.

Any capitalized term used in any Appendix or Exhibit, but not defined in that Appendix or
Exhibit, has the meaning assigned to that term elsewhere in this Facility Lease.

Section 1.04. No Strict Construction. The Parties have participated jointly in the
negotiation and drafting of this Facility Lease. In the event an ambiguity or question of intent or
interpretation arises with respect to this Facility Lease or any of the documents delivered
pursuant hereto, this Facility Lease and such documents shall be construed as if drafted jointly by
the Parties, and no presumption or burden of proof shall arise favoring or disfavoring either Party
by virtue of the authorship of any of the provisions of this Facility Lease or such documents.

ARTICLE 11

LEASE OF DIABLO CANYON POWER PLANT

Section 2.01. Lease of the Facility. Lessor hereby leases the Diablo Canyon Power
Plant, upon the terms and conditions set forth herein, to Lessee for the Lease Term, and Lessee
hereby leases the Diablo Canyon Power Plant, upon the terms and conditions set forth herein,
from Lessor.

Section 2.02. Lease Term. The term of this Facility Lease (the “Lease Term”) shall
commence on the Transfer Date and shall terminate, with respect to each Unit, on the date that
Lessee is no longer licensed by the NRC to possess, use or operate that Unit and, with respect to
Common Facilities (as described in Exhibit A), on the date that Lessee is no longer licensed by
the NRC to possess, use or operate either Unit or the Common Facilities; provided that, if
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Decommissioning Activities (as defined in Section 3.02(i) below) are still underway with respect
to any Unit or the Common Facilities, this Facility Lease shall not terminate until all
Decommissioning Activities have been completed.

Section 2.03. Rent. Lessee agrees to pay Lessor rent during the Lease Term in an
amount equal to one dollar ($1.00) per year.

Section 2.04. Quiet Enjoyment. Lessor agrees that it shall not interfere with or
interrupt the quiet enjoyment of the use, operation and possession by Lessee of the interest in the
Diablo Canyon Power Plant conveyed by this Facility Lease.

Section 2.05. Return of Facility. Upon the expiration of the Lease Term, Lessee, at its
own cost and expense, shall return the Diablo Canyon Power Plant to Lessor by surrendering the
Diablo Canyon Power Plant into the possession of Lessor. In connection with such return,
Lessee shall (a) assign or transfer, to the extent permitted by applicable Law, to Lessor, any and
all licenses, permits, approvals and consents of any Governmental Authorities or other Persons
that are held in the name of Lessee and are or will be required to be obtained by Lessor in
connection with the possession, use, operation or maintenance of the Diablo Canyon Power
Plant; and (b)provide Lessor with copies of all documents, instruments, plans, maps,
specifications, manuals, drawings and other documentary materials relating to the installation,
maintenance, operation, construction, design, modification and repair of the Diablo Canyon
Power Plant, or any portion thereof, as shall be in Lessee’s possession or under its control and
shall be reasonably appropriate or necessary for the ownership, possession, use, operation or
maintenance of the Diablo Canyon Power Plant or any component thereof.

ARTICLE 111

OBLIGATIONS AND AUTHORITIES OF LESSEE

Section 3.01. Operation of the Diablo Canyon Power Plant. Lessee shall have sole
and complete authority and responsibility to possess, use and operate the Diablo Canyon Power
Plant, including the exclusive right to all of the net electrical output and capacity from the Diablo
Canyon Power Plant. Lessee agrees to possess, use and operate the Diablo Canyon Power Plant
in accordance with (i) NRC Requirements'; (ii) other Legal Requirements in effect from time to

' The term “NRC Requirements” is defined in the Glossary of Terms to mean all rules,
regulations and licensing requirements of the NRC applicable to the Diablo Canyon Power Plant,
including the requirements of the NRC facilities operating licenses for the Diablo Canyon Power
Plant and any NRC licenses for any of the Common Facilities, the appendices to the NRC
licenses, the Diablo Canyon Power Plant Technical Specifications, the Final Safety Analysis
Report submitted to the NRC for the Diablo Canyon Power Plant, any Safety Analysis Report
submitted to the NRC with respect to the Common Facilities, and all other documented licensing
commitments to the NRC associated with Diablo Canyon Power Plant or Common Facilities, all
as maintained, updated and/or amended or modified from time to time in accordance with NRC
regulations. |
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time during the Lease Term; and (iii) the terms and conditions of this Facility Lease to the extent
such terms do not conflict with NRC Requirements or other Legal Requirements.

Section 3.02. Lessee’s Obligations. Without limiting the generality of Section 3.01,
Lessee agrees to comply with the following obligations:

(a) Compliance with Laws and Regulations. Lessee shall, at its own cost and
expense, be solely responsible for its own compliance and the compliance of the Diablo Canyon
Power Plant with all NRC Requirements and other applicable Legal Requirements. In the event
that the NRC or any other Government Authority imposes any fine, penalty or monetary sanction
on Lessor on account of any act or omission relating to the Diablo Canyon Power Plant, Lessee
shall promptly pay such fine, penalty or monetary sanction on Lessor’s behalf without any right
of reimbursement from Lessor, unless Lessee is in good faith and by appropriate proceedings
diligently contesting the validity or appropriateness of any such fine, penalty or monetary
sanction.

(b) General Operation, Maintenance, Management and Administration.
Lessee shall, at its own cost and expense, be solely responsible for the day-to-day and long-term
operation, maintenance, management, shutdown, retirement, decommissioning and
administration of the Diablo Canyon Power Plant, including any planning, design, licensing,
construction, improvement, engineering, labor, procurement of materials and supplies, materials
management, supplying and managing nuclear fuel, quality assurance, training, security,
environmental remediation, handling, storing and transportation of spent nuclear fuel and other
hazardous materials, managing governmental affairs, public and community relations and any
other activities that are required for the operation, maintenance, management, shutdown,
retirement, decommissioning and administration of the Diablo Canyon Power Plant or that may
be required to comply with NRC Requirements or other applicable Legal Requirements.

(©) Safety. Lessee shall, at its own cost and expense, be solely responsible for
the safe possession, use, operation and maintenance of the Diablo Canyon Power Plant, including
taking such actions in connection with the use, operation and maintenance of the Diablo Canyon
Power Plant as Lessee, in its sole discretion and in compliance with NRC Requirements, deems
necessary to protect the health and safety of the public, including the personnel engaged in the
operation and maintenance of the Diablo Canyon Power Plant, and to protect the property at the
Diablo Canyon Power Plant.

(d) Modifications. Lessee shall, at its own cost and expense, make or cause or
permit to be made all modifications to the Diablo Canyon Power Plant as are required by NRC
Requirements, any other applicable Law or any Governmental Authority having jurisdiction
unless Lessee is in good faith and by appropriate proceedings diligently contesting the validity or
application of such Law or ruling of any such Governmental Authority (each, a “Required
Modification™). In addition, Lessee at any time may, at its own cost and expense, make or cause
or permit to be made any modification to the Diablo Canyon Power Plant as Lessee considers
desirable in the proper conduct of its business (any such non-Required Modification being
referred to as an “Optional Modification” and, together with Required Modifications, are referred
to herein as “Modifications™). Title to all Modifications shall immediately vest in Lessor.
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(e) Documentation. Lessee shall, at its own cost and expense, prepare and
submit on behalf of Lessor all necessary documentation, certifications, reports, budgets,
estimates, tax returns, notices and other information required by the NRC or any other
Governmental Authority, Law, permit or license to be submitted in connection with the operation
of the Diablo Canyon Power Plant.

® Insurance. Lessee shall, at its own cost and expense, provide all financial
protection required by NRC Requirements and all site insurance coverage required by the Price-
Anderson Act and NRC Requirements. Lessee shall, at its own cost and expense, maintain (or
cause to be maintained) any other risk property insurance customarily carried by prudent
operators of nuclear generating facilities of comparable size and risk to the Diablo Canyon Power
Plant, and against loss or damage from such causes as are customarily insured against, subject to
availability on commercially reasonable terms. In addition, Lessee will maintain (or cause to be
maintained) commercial general liability insurance, including sudden and accidental pollution
liability coverage, contractual liability coverage and commercial automobile liability insurance,
insuring against claims for bodily injury (including death) and property damage to third parties
arising out of the ownership, operation, maintenance, condition and use of the Diablo Canyon
Power Plant in amounts customarily maintained by prudent operators of nuclear generating
facilities of comparable size and risk to the Diablo Canyon Power Plant. Lessee will periodically
review the liability insurance maintained by it or on its behalf and will, if necessary, revise such
coverage and limits (including deductibles) in order that the liability insurance maintained by it
or on its behalf is consistent with that maintained by prudent operators of similar facilities of
comparable size and risk to the Diablo Canyon Power Plant.

(2) Licenses and Permits. Lessee shall, at its own cost and expense, monitor
and maintain compliance with all permits, licenses and governmental approvals required in
connection with the possession, use, operation, maintenance and decommissioning of the Diablo
Canyon Power Plant (collectively, the “Required Permits”). Lessee shall be solely responsible, at
its own cost and expense, for implementing the onsite emergency plan for the Diablo Canyon
Power Plant and for coordination activities with the appropriate Governmental Authorities in
accordance with their respective offsite emergency plans. Lessee shall (i) prepare any application,
filing or notice related to the Required Permits, (ii) cause such materials to be submitted to and
represent Lessor in contacts with, the appropriate Governmental Authority, and (iii) perform all
ministerial or administrative acts necessary for timely issuance and the continued effectiveness
thereof.

(h) Contract and Claims Administration. Except for limited liability company
organizational matters and other such internal matters which are within the control of Lessor,
Lessee shall, at its own cost and expense, represent Lessor and shall administer and perform
Lessor’s obligations and responsibilities under all agreements and contracts entered into by
Lessor with respect to the Diablo Canyon Power Plant (including agreements and contracts
entered into prior to the date of this Facility Lease that are still in effect), and Lessor hereby
authorizes Lessee to act, as Lessee deems necessary or appropriate in Lessee’s sole discretion, on
Lessor’s behalf with respect to all matters related to or associated with all such contracts and
agreements, including pursuing litigation in Lessor’s name or taking such other action as Lessee
may deem necessary or appropriate in its sole discretion to protect Lessor’s rights or to collect
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damages as a result of a breach by a third party under any such contract or agreement. Without
limiting the generality of the foregoing, Lessee shall monitor the performance of the contractors
under such agreements and contracts and shall perform on behalf of Lessor all of Lessor’s
supervisory responsibilities thereunder, including the authorizing of payments by Lessor, the
review of contractor submissions and requests for approval and the giving of any notices required
from Lessor under such agreements and contracts.

1) Decommissioning. Lessee shall be solely responsible for the
decommissioning of the Diablo Canyon Power Plant in accordance with NRC Requirements and
any other Legal Requirements. Lessee’s responsibilities shall include all necessary planning,
engineering, permitting, reporting and carrying out or overseeing of such decommissioning (all
of which together are referred to as “Decommissioning Activities”). Notwithstanding Section
3.02(j) below, Lessor shall reimburse Lessee for the cost of all Decommissioning Activities to
the extent that such costs are payable out of the Diablo Canyon Decommissioning Master Trust
Agreements. Lessee shall be solely responsible for all costs of Decommissioning Activities not
paid out of the Diablo Canyon Nuclear Decommissioning Trust.

)] Costs and Expenses. Lessee shall be solely responsible for all costs and
expenses associated with the possession, use, operation and maintenance of the Diablo Canyon
Power Plant, including all property and other taxes, lease payments, utilities, salaries, permit and
license fees, insurance premiums, environmental and regulatory compliance costs, professional
fees and expenses, capital expenditures and fuel costs.

(k) Access to and Control of the Exclusion Area. Without limiting the
generality of Section 3.01 above, Lessee shall have the sole authority to determine all activities
within the exclusion area boundary for the Diablo Canyon Power Plant, as that boundary is
defined in the Diablo Canyon Final Safety Analysis Report, to the extent required to satisfy
applicable NRC Requirements, including 10 C.F.R. Part 100. Such authority shall include
authority to control ingress and egress by employees, representatives and contractors of Lessor.

ARTICLE IV

LIABILITIES OF THE PARTIES

Section 4.01. Limitations of Liability. Notwithstanding any provision in this Facility
Lease to the contrary, neither Party hereto, nor their Affiliates, constituent members or their
constituent members’ Affiliates, nor any of their respective officers, directors, employees, agents,
shareholders, members, partners or representatives shall be liable in connection with this Facility
Lease or the performance of its obligations hereunder for any consequential or indirect loss or
damage, including loss of revenues, cost of capital, loss of goodwill, increased operating costs or
any other special or incidental damages. The Parties further agree that the waivers and
disclaimers of liability, indemnities, releases from liability, and limitations on liability expressed
in this Facility Lease shall survive termination or expiration of this Facility Lease, and shall apply
whether in contract, equity, tort or otherwise, even in the event of the fault, negligence, including
sole negligence, strict liability or breach of the party indemnified, released or whose liabilities are
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limited, and shall extend to the partners, principals, shareholders, members, directors, officers,
employees and agents of each Party and their respective Affiliates.

Section 4.02. No Warranties or Guarantees. EXCEPT AS EXPRESSLY PROVIDED
IN THIS FACILITY LEASE, NEITHER PARTY MAKES ANY WARRANTIES OR
GUARANTEES TO THE OTHER, EITHER EXPRESS OR IMPLIED, WITH RESPECT TO
THE DIABLO CANYON POWER PLANT, OR ANY OTHER SUBJECT MATTER OF THIS
FACILITY LEASE, AND BOTH PARTIES DISCLAIM AND WAIVE ANY IMPLIED
WARRANTIES OR WARRANTIES IMPOSED BY LAW.

ARTICLE V

GENERAL PROVISIONS

Section 5.01. Complete Agreement. This Facility Lease constitutes the entire
agreement between the Parties with respect to the subject matter hereof and supersedes all prior
agreements, both written and oral, with respect to such subject matter. In the event of any
inconsistency between this Facility Lease and any Appendix, Schedule or Exhibit, the Appendix,
Schedule or Exhibit, as the case may be, shall prevail.

Section 5.02. Counterparts. This Facility Lease may be executed in counterparts, each
of which shall be deemed to be an original copy of this Facility Lease, but all of which, when
taken together, shall be deemed to constitute one and the same agreement.

Section 5.03. Notices. All notices, consents, requests, waivers, claims or other
communications required or permitted under this Facility Lease shall be in writing and shall be
deemed effectively given the earliest of (a) when received, (b) when delivered personally (with
written confirmation of receipt), (c) when delivered by facsimile (with receipt of confirmation by
voice or otherwise), (d) one Business Day after being deposited with a nationally recognized
overnight courier service (receipt requested) or (€) four Business Days after being deposited with
the U.S. mail, registered or certified, postage prepaid, and in each case addressed as follows:

To Lessor:

Attention:
Facsimile No.

with a copy (not constituting notice) to:

Attention:
Facsimile No.
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To Lessee:

Attention:
Facsimile No.

with a copy (not constituting notice) to:

Attention:
Facsimile No.

Either Party may, by written notice to the other Party, change the address or facsimile number to
which notices are to be given.

Section 5.04. Waivers. No failure to exercise and no delay in exercising, on the part of
any Party, any right, remedy, power or privilege hereunder shall operate as a waiver thereof; nor
shall any single or partial exercise of any right, remedy, power or privilege hereunder preclude
any other or further exercise thereof or the exercise of any other right, remedy, power or
privilege. The rights, remedies, powers and privileges herein provided are cumulative and not
exclusive of any rights, remedies, powers and privileges provided by law. To the maximum
extent permitted by applicable Law, (a) no claim or right arising out of this Facility Lease or the
documents referred to in this Facility Lease shall be discharged by a Party, in whole or in part, by
a waiver or renunciation of the claim or right unless in writing signed by such Party; (b) no
waiver that may be given by a Party shall be applicable except in the specific instance for which
it is given; and (c) no notice to or demand on one Party shall be deemed to be a waiver of any
obligation of such Party or of the right of the Party giving such notice or demand to take further
action without notice or demand as provided in this Facility Lease or the documents referred to in
this Facility Lease.

Section 5.05. Amendments. Neither this Facility Lease nor any terms, covenants,
agreements, conditions or provisions hereof may be amended, supplemented or modified except
in accordance with this Section 5.06. The Parties may, from time to time, (a) enter into written
amendments, supplements or modifications hereto for the purpose of adding or modifying any
provisions to this Facility Lease or changing in any manner the rights of the Parties hereunder or
(b) waive, on such terms and conditions as may be specified in writing, any of the requirements
of this Facility Lease.

Section 5.06. Assignment. The rights of the Parties under this Facility Lease shall not
be assignable or transferable (whether by operation of law or otherwise) without the prior written
consent of the non-assigning Party, which consent may be granted or withheld in such Party’s
sole discretion.
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Section 5.07. Successors and Assigns. This Facility Lease shall be binding in all
respects upon, inure to the benefit of and be enforceable by the successors and permitted assigns
of the Parties.

Section 5.08. Third Party Beneficiaries. This Facility Lease and all of its provisions
and conditions are solely for the benefit of the Parties and shall not be deemed to confer upon
third parties any remedy, claim, liability, right of reimbursement, cause of action or other right in
excess of those existing without reference to this Facility Lease.

Section 5.09. Governing Law. This Facility Lease shall be governed by, and construed
and enforced in accordance with, the Laws of the State of California without regard to the
principles of conflicts of Laws thereunder, except to the extent that certain matters are preempted
by federal Law or by the Law of the jurisdiction of organization of the applicable Party. Except
as expressly provided in this Section 5.09, the scope of the foregoing governing law provision is
intended to be all-encompassing of any and all disputes that may be brought in any court or any
mediation or arbitration proceeding and that relate to the subject matter of this Facility Lease,
including, without limitation, contract claims.

Section 5.10. Severability. Any provision of this Facility Lease which is prohibited or
unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such
prohibition or unenforceability ~without invalidating the remaining provisions hereof, and any
such prohibition or unenforceability in any jurisdiction shall not invalidate or render
unenforceable such provision in any other jurisdiction. Furthermore, if any provision of this
Facility Lease or the application thereof to any Person or circumstance is determined by a
nonappealable decision by a court, administrative agency or arbitrator with jurisdiction of the
matter to be invalid, void or unenforceable in any respect, the remaining provisions of this
Facility Lease, or the application of such provision to Persons or circumstances other than those
as to which it has been held invalid, void or unenforceable, shall remain in full force and effect
and in no way be affected, impaired or invalidated thereby, so long as the economic or legal
substance of the transactions contemplated hereby is not affected in any manner materially
adverse to any Party. Upon such a determination, the Parties shall negotiate in good faith to
modify this Facility Lease so as to effect the original intent of the Parties as closely as possible in
an acceptable manner to the end that the transactions contemplated hereby are fulfilled to the
fullest extent possible, provided any such amendments, supplements or modifications are
consistent with the Plan of Reorganization and the Confirmation Order.

Section 5.11. Compliance with Laws. This Facility Lease and all rights, obligations
and performances of the Parties hereunder, are subject to all applicable federal and state Laws
and to all duly promulgated orders and other duly authorized action of all Governmental
Authority having jurisdiction.

Section 5.12. No Joint Venture. Nothing in this Facility Lease, creates or is intended to
create an association, trust, partnership or joint venture or impose a trust or partnership duty,
obligation or liability on or with regard to any Party.
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Section 5.13. Further Assurances. The Parties agree to (a) furnish upon request to
each other such further information, (b) execute and deliver to each other such other documents,
and (c) do such other acts and things, all as the other Party may reasonably request for the
purpose of carrying out the intent of this Facility Lease and the documents referred to in this

Facility Lease.

[Signature Page Follows]
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IN WITNESS WHEREOF, the Parties have executed this Facility Lease through their
duly authorized officers or representatives as of the date first set forth in the Preamble to this

Facility Lease.

ELECTRIC GENERATION LLC

Name:
Title:

DIABLO CANYONLLC

By:

Name:
Title:
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EXHIBIT A

Description of Diablo Canyon Power Plant

1. [Legal description of land to follow.]

2. [Description of all offsite facilities or equipment that Diablo Canyon LLC will acquire,
such as the sirens, to follow.]

3. [Description of Common Facilities to follow. Among other things, the term “Common
Facilities” will include any independent spent fuel storage installation at the Diablo Canyon

Power Plant.]
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UNITED STATES
- NUCLEAR REGULATORY COMMISSION
WASHINGTON, D. C. 20555

DABRLD CANYON LLC

ElecTnic (GENERATIOV
e

e TRANS LLC
DIABLO CANYON NUCLEAR POWER PLANT, UNIT 1

PACIFIC GAS AND ELECTRIC COMPANY

DOCKET NO. 50-275

FACILITY OPERATING LICENSE

License No. DPR-80

E.

G.

ele.dru. (:ehe.rcdwu LLL dad Diaklo Canyor LLE haNe

d . - o6 y
complies with the standards and requirements of the Atomic Energy Act
of 1954, as amended (the Act), and the Commission's regulations set
forth ir 10 CFR Chapter I, and all required notifications to other
agencies or bodies have been duly made;

Construction of the Diablo Canyon Nuclear Power Plant, Unit 1 (the
facility), has been substantially completed in conformity with
Provisional Construction Permit No. CPPR-39 and the application, as
amended, the provisions of the Act, and the regulations of the

Commission;

The facility will operate in conformity with the application, as
amended, the provisions of the Act, and the regulations of the
Commission, except as exempted from compliance in Section 2.D

below;

There is reasonable assurance (i) that the activities authorized by
this operating license can be conducted without endangering the
health and safety of the public, and (ii) that such activities will
be conducted in compliance with the regulations of the Commission
set forth in 10 CFR Chapter I, except as exempted from compliance
2. W3
Electnc dereration LLC

is technically qualified to
engage in the activities authorized by this operating license in
accordance with the Commission’s regulations set forth in 10 CFR

he—iaiidtnfilr e e—Corp s Sat1sT 1ed the applicable
prov1svons of 10 CFR Part 140, "Financial Protection Requirements
and Indemnity Agreements", of the Commission's regu]at1ons,

The issuance of this amendment will not be inimical to the common
defense and security or to the health and safety of the public;



INSERT A

Electric Generation LLC, acting on its own behalf and as agent for Diablo Canyon
LLC, ETrans LLC, and Pacific Gas and Electric Company (collectively, the
licensees),”

Electric Generation LLC succeeds Pacific Gas and Electric Company as the
operator of Diablo Canyon Nuclear Power Plant, Unit 1, and is authorized to
act on behalf of the facility owner, Diablo Canyon LLC, and has exclusive
authority, responsibility and control over physical construction, operation
and maintenance of the facility. ETrans LLC and Pacific Gas and Electric
Company are licensees only with respect to the Antitrust Conditions in
Section 2.F of this License.



H. After weighing the environmental, economic, technical, and other
benefits of the facility against environmental and other costs and
considering available alternatives, the issuance of Facility Operating
License No. DPR-80, subject to the conditions for protection of the
environment set forth herein, is in accordance with applicable
Commission requlations governing environmental reviews (10 CFR Part
50, Apperdix D and 10 CFR Part 51) and all applicable requirements

have been satisfied; and

The receipt, possession, and use of source, byproduct, and special
nuclear material as authorized by this license will be in accordance
with the Commission's regulations in 10 CFR Parts 30, 40 and 70.

-t
.

Purcuant to Commission's Memorandum and Order CLI-84-13, dated August 10,
1984, Facility Operating License No. DPR-76 jssued September 22, 1981, as

subsequently amended, is superseded by Facility Operating License No.
£ i y to read as

DPR-80, hereby issued to
follows: Ao TVERVYYNVE XY Siak\o Camyon LE
This Licenke applies to the Diablo Canyon jkfClear Power Plant, Unit

A.
1, 2 pressukized water nuclear reactor
facility), owqed by 4
facility is loxated in San Luis Obispo County, California, and s
described in s Final Safety Analysis Report as supplemented an
amended, and the-bkryironmentZ Repers.a upp-lement . ame
ant optraed by Elecinc
B. Subject to the condi 3 oy ne
Commi ic .ses:the-Rae#£%a4ku;4uuk£4eetnie—cempany,
Clednc Genercdioh ¢
(n 10 of the Act and 10 CFR Part 50,
"Licensing of Production and Utilization Facilities", to
possess, use, and operate the facility at the designated
Jocation in San Luis Obispo County, California, in accordance
epnrecedures-—and. limitations set forth in this license;

Elecine
pursUa ; 3 @ CFR Part 70, to receive, possess,
and use at any time special nuclear material as reactor fuel,
3 in accordance with the limitations for storage and amounts
required for reactor operation, as described in the Final

' o is-Re (‘supp1emented and amended;

PUTsSter : and-10"CFR Parts 30, 40, and 70, to receive,
possess, and use at any time any byproduct, source and special
7 nuclear material as sealed neutron sources for reactor startup,
sealed sources for reactor instrumentation and radiation
monitoring equipment calibration, and as fission detectors in
amounts as required; .

Zleddnc Genevclion LU




INSERT B

(2) Diablo Canyon LLC, pursuant to the Act and 10 CFR Part 50, to possess the
facility at the designated location in San Luis Obispo County, California, in
accordance with the procedures and limitations set forth in this license;



N .
~——

arts 30, 40, and 70, to receive, possess, and
use in amourks as required any byproduct, source or special nuclear material
without restricjon tu chemical or phksical form, for sample analysis or instrument
calibration or agsociated with radioachye apparatus or components; and

This License shall be deemed to contain and is subjedt to the condlitions specified in the
Commission's regulatiors set forth in 10 CFR Chapter\ and is st bject to all applicable
provisions of the Act ang to the rules, regulations, and dyders of the Commission now or
hereafter in effect; and i itions sp zcified or incorporated
below:

(1) Maximum Power Level

y is authorized\to operate the facility at
reactor core power levels not in excess of 3411 megawatts thermal (100% rated
power) in accordance with the conditions specified hgrein.

(2) Technical Specifications

The Technical Specifications contained in Appendix Al and the Environmental
Protection Plan contained in Appendix B, as revised t hrough Amendment No.

I- *, are hereby incorporated in the license. ReelCas-S-Elestie-Comps Ry
shall operate the facility in accordance with the Technical Specifications and the
Environmental Protection Plan, except where otherwise stated in specific license
conditions.

(3) Initial Test Program

The Pacific Gas and Electric Company shall conduct the post-fuel-loading initial
test program (set forth in Section 14 of Pacific Gas and Electric Company's Final
Safety Analysis Report, as amended), without making any major modifications of
this program unless modifications have been identified and have received prior
NRC approval. Major modifications are defined as:

a. Elimination of any test identified in Section 14 of PG&E's Final Safety
Analysis Report as amended as being essential:

¥ Amendment No. 143
THESERY LTl T
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* References to Pacific Gas and Electric Company, the initial licensed
operator, are retained on certain historical license conditions.



W/—\

Eleed e Generation

s, methods, or acceptance
d in section 14 or rG&E's
amended, as being

to complete any test included in She described
rgm {planned or scheduled for pow
thorized power level).

perform steam generator moisture ,
and turbine performance tests at\the Didblo
Canyon Nuriear Power Plant, Unit 1. These studies |involvel the
#n| aquegus tracer solution of three (3) curies of
4 s personnel shall be in charge of|conduc ing
ies and be knowledgeable in the procedupes.

shall imgose personnel exposure limits, posting, /and survey
requiremdnty in conformance with those in 10 CF¥ Part 20 to
minimize perdonnel exposure and contamination uring the

studies lished in the
areas of the ch feedwater, steam, condensate and
sampling sytems here the presence of th radioactive tracer
is expected warkant such controls. shall take special

precautions to\miniize radiation exposure and contamination
during both the\hand\ing of the radioactive tracer prior to
injection and the\ tak\ing of system samples following injection
hall ensure that all regulatory requirements
for liquid discharge gre met during disposal of all sampling
effluents and when r establishing continuous blowdown from

the steam generators/after completion of the studies.

: shall implement and maintain in effect al] prQvisions of
the approved fire protection plan as discussed in Final
Safety Analysis Report Update, in PGAE’s December 6, 1984,
Appendix R Report, and in the NRC staff’s Fire Protection
Evaluation in Suppliements 8, 9, 13, 23, and 27 to the Diablo
Ca?yon Safety Evaluation Report, subject to provision b

elow.

may make changes to the approved fire protection program
without prior approval of the Commission only if those
changes would not adversely affect the ability to achieve and
maintain safe shutdown in the event of a fire.

c. Deleted.



/(6) NUREG-0737 Conditions

Cach of -he fellowing conditions shall be completed to the
satisfaction of the MRC as indicated below. Each of the
following conditions references the appropriate Section in SER
Supplements No. 10 and/or No. 12.

a.

E\ ed Yil
éC’wQJ“o;\tQh \-LC

Shift Technical Advisor (Section I.A.1.1)

shall provide a fully-trained, on-shift technical
adviser to the Shift Foreman.

Shift Staffing (Section 1.A.1.3)

Until the plant has completed its startup test program,
licensed personnel who are not regularly assigned
members of the shift staff, including but not limited to
the Operaticns Supervicor, shall not be assigned shift
duties to satisfy the minimum staffinc requirements for
operation in Modes 1, 2, 3 and 4 except for cases of
emergencies such as unexpected illness. Exceptions to
this requirement may be made only after prior consultation .
with and approval by the NRC.

Management of Operations (Section I.B.1)

The Parific Gas and Electric Company shall augment the
plart statf to provide on each shift an individual
experienced in comparable size pressurized water reactor
operation. These individuals shall have at least one
year of experience in operation of large pressurized



) water reactors or shall have participated in the startup of at least
three pressurized water reactors. At least one such experienced
individual shall be on duty on each shift through the startup test
program whenever the reactor is not in a cold shutdown condition
for at least the first year of operation or until the plant has attained
a nominal 100% power ievel, whichever occurs first.

d. Procedures for Verifying Correct Performance of Operating
Activities (Section 1.C .6)

Procedures shall be available to verify the adequacy of the
operating activities.

. Deleted

f. Relief and Safety Valve Test Requirements (Section H.D.1)

PG&E shall implement the results of the EPRI test program.

g. Containment Isolation Dependability (Section ILE 4.2)

shall limit the 12-inch vacuum/overpressure relief valve
pening to less than or equal to 50 degrees.

Eledne (senmeretionm

h. Calculations for Small-Break LOCAs (Sections I1.K.3.30 and
IL.K.3.31)

PG&E is participating in the Westinghouse Owners Group effort
for this item and shall conform to the results of this effort. Within
one year of staff approval of the Westinghouse generic
methodology for calculating small break LOCAs (11.K.3.30), PG&E
shall submit a plant specific calculation (11.K.3.31) for staff review
and approval.

i. Long-Term Emergency Preparedness (Section HL.A.2)

(1) PG&E shall submit a detailed control room design review
summary report by December 31, 1884,

(2) PG&E shall complete operator training on the Safety
Parameter Display System and emergency operating
procedures by March 28, 1985.

Amendment No. 149
JUL 13 xy



(3) PG3E shall implement emergency operating procedures
based upon Westinghcuse Owners Group guidelines by
March 28, 1985.

Seismic Design Bases Reevaluation Program (SSER 27 Section IV.5)

PG&E shall develop and implement a program to reevaluate
the seismic design bases used for the Diablo Canyon Nuclear
Power Plant.

The program shall include the following Elements:

(1) PG&E shall identify, examine, and evaluate all relevant
geclogic and seismic data, information, and interpretations
that have become available since the 1979 ASLB hearing in
order to update the geology, seismology and tectonics in
the region of the Diable Canyon Nuclear Power Plant. If
needed to define the earthquake potential of the region as
it affects the Diablo Canyon Plant, PG&E will also reevaluate
the earlier information and acquire additional new data.

(2) PG&E shall reevaluate the magnitude of the earthquake
used to determine the seismic basis of the Diablo
Canyon Nuclear Plant using the information from
Element 1.

(3) PGEE shall reevaluate the ground motion at the site
based on the results obtained from Element 2 with
full consideration of site and other relevant
effects.

(4) PG&E shall assess the significance of conclusions
drawn from the seismic reevaluation studies in
Elements 1, 2 and 3, utilizing a probabilistic
risk analysis and deterministic studies, as necessary,
to assure adequacy of seismic margins.

PGE&E shall submit for NRC staff review and approval a proposed
program plan and proposed schedule for implementation by
January 30, 1985. The program shall be completed and a final
report submitted to the NRC three years following the approval
of the program by the NRC staff.

PGRE shall keep the staff informed on the progress of the
reevaluation program as necessary, but as a minimum will submit
quarterly progress reports and arrange for semi-annual meetings
with the staff. PG&E will also keep the ACRS informed on the
progress of the reevaluation program as necessary, but not less
frequently than once a year. .
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- (8) Control of Heavy Loads (SSER 27, Section IV.6)

Prior to startup following the first refueling outage. the
Ticensee shall submit commitments necessary to implement changes
and modifications as required to satisfy the guidelines of Section
5.1.2 through 5.1.6 of NUREG-0612 (Phase II: 9-month responses to
the NRC Generic Letter dated December 22. 1980).

(9) Emergency Preparedness (SSER 27. Section IV.3)

In the event that the NRC finds that the lack of progress in
completion of the procedures in the Federal Emergency Management
Agency's final rule, 44 CFR Part 350, is an indication that a
major substantive problem exists in achieving or maintaining an
adequate state of preparedness. the provisions of 10 CFR Section

50.54(5)(2) will apply.

(10) Masonry Walls (SSER - 4 Sa 2luation of
November 2, 1984)

Prior to start-ug)fb?lcwin-

=fueling outage. ™=

: e shall (1) evalyafe the differences in margins between the
VAN staff criteria as set forth in the Standard Review Plan and the
CPGLAE criteria used by the-Adcensee. and (2) provide justification
: acceptable to the staff for those cases where differences exist
between the staff's and ¢ icenseg-s criteria.

(11) Spent Fuel Pool Modification

he opsee 1S authorized to modify the spent fuel pool as
dgscribed in the application dated October 30, 1985 (LAR 85-13) as
supplemented. Amendment No. 8 issued on May 30, 1986 and stayed
by the U.S. Court of Appeals for the Ninth Circuit pending
compietion of NRC hearings is hereby reinstated.

Prior to final conversion to the modified rack design, fuel may be
stored. as needed. in either the modified storage racks described
in Technical Specification 5.6.1.1 or in the unmodified storage

racks (or both) which are designed and shall be maintained with a
nominal 21-inch center-to-center distance between fuel assemblies

placed in the storage racks.

electvic Genevrolion wC

(12) Additional Conditiens

The Additional Conditions £ontained in Appendix D. as revised

through Amendment No. 120{ are hereby incorporated into this
3 ae-Elacted ay shall operate the

license. pPaciric-has—and =Eloctric —CommS
facility in accordance with the Additional Conditions.
0. Exemption

Exemption from certain re$uirements of Appendix J to 10 CFR Part 50 is
described in the Office of Nuclear Reactor Regulation’s Safety
Evaluation Report, Supplement No. 9. This exemption is authorized by
law and will not endanger life or property or the common defense and
security and is otherwise in the public interest. Therefore. this
exemption, previously granted in Facility Operating License No. DPR-76.
is hereby reaffirmed. The facility will operate. to the extent
authorized herein, in conformity with the application. as amended. the
provisions of the Act. and the regulations of the Commission.

Amendment No. 22,120



Commnssnon-approved physical security, guard training and qualification, and
safeguards contingency plans including amendments made pursuant to provisions of
the Miscellaneous Amendments and Search Requirements revisions to 10 CFR 73.55
(51 FR 27817 and 27822) and to the authority of 10 CFR 50.80 and 10 CFR 50.54(p).
The plans, which contain Safeguards Information protected under 10 CFR 73.21, are
entitled: "Diablo Canyon Power Plant, Units 1 and 2 Phsyical Security Plan," with
revisions submitted through March 4, 1988; “Diablo Canyon Power Plant, Units 1 and 2
Security Force Training and Qualification Plan," with revisions submitted through
August 16, 1985; and "Diablo Canyon Power Plant, Units 1 and 2 Safeguards
Contingency Plan," with revisions submitted through November 9, 1987. Changes
made in accordance with 10 CFR 73.55 shall be impiemented in accordance with the
schedule set forth therein. S
Elecine Generadion LL C and
ETrans LLE

e antitrust conditions in Appendix

F.  Antitrust

Pacific Gas and Electric Company shall comply wi
C to this license.

. . r
G. Reporting Elecinic Genevodion L

shall report any violations of the requirements contained in Sections 2.C(3) and
2.C(4), 2.C(6) through 2.C(10), 2.E and 2.F, of this License within 24 hour§. Initial
notification shall be made in accordance with the provisions of 10 CFR 50.72 with
written follow-up in accordance with the procedures described in 10 CFR 50.73(b), (c),

(d) and (e).

H.  Einancial Protection pf°tedi°"/(/€/;-l~r}c Generation LLC

Reél;all have and maintain financial protection of such type and in such amounts as
the Commission shall require in accordance with Section 170 of the Atomic Energy Act
of 1954, as amended, to cover public liability claims.

1. Term of License

This License is effective as of the date of issuance and shall expire at midnight on
September 22, 2021.

FOR THE NUCLEAR REGULATORY COMMISSION

Originat Signed by:
Edson G. Case for

Harold R. Denton, Director
Office of Nuclear Reactor Regulation

Attachments:

1. Appendix A - Technical Specifications

2. Appendix B - Environmental Protection Plan
3. Appendix C - Antitrust Conditions

4. Appendix D - Additional Conditions

Date of Issuance: November 2, 1984 Amendment No. 327587120



APPENDIX B

TO FACILITY OPERATING LICENSES NOS. DPR-80 AND DPR-82

DIABLO CANYON NUCLEAR GENERATING STATION,
UNITS 1 AND 2

clecriC GenerAT o LLC

DOCKET NOS. 50-275 and 50-323

ENVIRONMENTAL PROTECTION PLAN
(NON-RADIOLOGICAL) ~

AUGUST 1985
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(1) Definitions

Ce

Nov 184

APPENDIX C

ANTITRUST CONDITIONS

FACILITY OPERATING LICENSE NO. DPR-80

Electnc Genevalion LLC
damd E_Tfa..nvsv‘ L )'o(‘

U 1)
Licensees

and Electric Company,\any successor

corporation, or ary assignee\of this Ticense.

"Service Area® mean) that are within: the exterior geographic
boundaries of the sekeral areds electrically served at retail,
now or in the future,\Dy- e, ‘and.those areas in Northern
and Central Californidqdjacent theretos e LIl

"Neighboring Entity” meansh\g financially responsible privaze or .
public entity or lawful.ass {ation thersof: owning, contractually
controlling or operating, or. in ood faith groposingato own,

t0 contractually control or to. opecate fact {ties for the genera-
tion, or transmisison at 60 kilovolls or sbove, of electric power
which meets each of the following cri {a:. (1) 1ts existing

or proposed facilities are or will be tetfinically feasible of
direct interconnection with those of Appteent; (2) all or part

of {ts existing or proposed facilities are or will be located
within the Service Area; (3) its primary purpose for owning,
contractually controliing, or operating generation facilities

{s to sell in the Service Area the power generated; and (4) it

is, or upon commencement of operations will be, & public utility
regulated under applicable state Jaw or the Federal Power Act,

or exempted from regulation by virtue of the fact that it {s

a federal, state, municipal or other public entity.

“Neighboring Distribytion System" means a financially
responsible private or public entity which engages, or
in good faith proooses to engage, in the distribution of
slectric power at retail and which meets eazh .of the
criteria rumbered (17, (2) and (4) in subparagraph “c"

above.



(2)

Licen sees

e. "Costs” means all capt expenditures, administrative,
general, operation and mayntenance expenses,. taxes,
depreciation and costs of \capital including a-fair and
reascnable return on Appiieentis {nvestment, which are
properly allocable to the.particular service or: trans-
action as determined by the regulatory authority having
Jurisdiction over the particular service or.transaction.

SN . Sy . i ",;‘_’«4)5'...

f. “Good Utility Practice” means those practices, methods
and equipment, including -level-~of resaerves and provisions
for contingencies, as modif ™ . from time to time, that
are commonly used in. the Service Area to operats, reliably
and safely, electric power facilities to serve a utility's
own customers dependably and economically,. with due regard
for the conservation of natural resources and: the protection’
of the environment of the Service Area, provided such practices,
methods and equipment are not unreasonably:restrictive.

g. “Firm Power" means that power which 13 {ntended to be
availabie to the customer at all times and for which,
in order to achieve that degree of availability, adeguately
installed and spinning reserves and sufficient transmission
to move such power and reserves to the load center are
provided. '

Interconnection

Interconnection agreements negotiated pursuant to thesa license
conditions shall be subject to the following paragraphs "a*
through "g": ,

t shall not unreasonably refuse to interconnect and
opera®e normally in parallel with any Neighboring Entity,

or to iNterconnect with any Neighboring~“Distribution System.
Such inthrconnections shall be consistent with Good Utility

b. Intercaohnection shall be at one point unless otherwise
agreed/by the parties to an interconnection agreement.

Licenseg, s




d.

Interconnec
when highe
of Good

111ty Practice and 2 available from t.
ppitoarit- may include in_any
provisions that a Neig

with fts loag at a comparable level to that maintained
pligant- in the same geographic area and use compargble
ol methods to achieve this objective.

contr

Interconnection agreements shall not provide for m
extensive facilities or control equipment at the goint
of interconnection than are required by Good Ug¥lity

Practice unless the parties mutually agree that particylar
circumstances warrant special facilities or A£quipmen

The Costs of additional facilities required to pro¥ide

service at the point of interconnectigd shall be/allocated
on the basis of the projected economic benefi{
party from the interconnection aftpr considerdtion of the
various transactions for which
facilities are to be used, unle agreed by
the parties.

upon the use or resale of capacity angd energy so0ld or
exchanged under the agreemefit except/as may be required
by Good Utility Practice.

An interconnection agreemgnt shall/not prohibit any party
from entering into other fnterconfiecticn agreements, but
may provide that (1) nt rfceive adequate notice

of any additional interconnecti arrangement with others,
{2) the parties jointly consicey and agree upon additfonal
contractual provisions, measuref, or equipment, which miy
be required by Good Utility Praftice as a result of the

new arrangement, and (3) Apphécent may terminate the inter-
connection agreement if the reliadility of - system or
service to customers would be adversely Jffected by
such additional connection arrangement




- may 1nc1ude provisions in an>
agreement reouiring a Neighboring Entity
Distribution System to:develop with & coordinated '
program for underfrequency load shedding.and-tie separation.
Under such programs the parties shall. equitab share the
interruption or curta ey LT

Intercdrpecticn agreements’ Aiegotiated pursuant. to. these 'If&nse L
ondition shal1 be: subject “toithe following paragraphs “2" e

? Entity which
30 ish and: separately-: naintain
g ' srto beé installed or:otherwise: provided

under an intérconneStion: agreement.  Unless“otherwise ™ - - -
mutually agreediupon\ reserves shall be:expressed as &~
percentage of:estimated . firm peak load. and _the-. ninumun
reserve percentage ‘shal} beat least equalito:
planned reserve: percenta e without the.interconnection.
A Neighboring. £ntity shal{<not be: required. to provide
reserves for that portionof {ts 1oad which {t:meets :
through purchases of Firmm: ouer. Wnhile: differant rlser -
percentages may be specif‘l d..in oTmECction -
agreements, no parw "an, nterconnaction agraenent
shall be reg mtowwu awuurnuwenmmun-
than Ap 's planned rederve percentage,:except that ) o
if ™~ total reserves App At must provide to maintain .
system reliability equal to-that existing.without a
iven interconnection arrangement are i{ncreased by reason
the new arrangement,. then the other party or parties -
be required to install or provide. additional reserves o
e full amount of sucn 1ncreasa. ‘ vl o
b. Appidesnt and Neishborinq Entities utth whic ntpfe L

connectd shall jointly establish and separately maifitain : L

the minimum spinning reserves to be provided ung an

interconnection agreement. Unless otherwise mytually

agreed upon, spinning reserves shall be expredsed-as a

percentage of peak 1oad and the minumum spiphing reserve

percentage shall be at least equal to AppNmmt's spinning

’ z,;e; ceed
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.

reserve percentage without the {nterconnection. A Neighboring
Entity shall not be required to provide spinning reserves
for that portion of its 1oad which 1t meets through
purchases of Firm Power. While different spinning reserve
percentages may be specified in various interconnection
agreements, no party to an interconnection agreement

shall be required to provide a greater spinning reserve
percentage than that which App at providef, except that
{f the total spinning reserves Appiieant must provide to
maintain systam reliability edqual po that existing without
a given interconnection arrangement are increased by .
reason of the new arrangemeny, the¢n the other party or
parties may be required to pfovide additional spinning
reserves in the full amount Jof sych increase.

o
| Licensees.
shall offer to sfll, ¢n reasoradt® terms and .
Tonditions, including a sgectified-period, capacity to a
Neighboring Entity for u eserves if such capacity is
neither needed for Aps y own system nor contractually
committed to others and/{f the Neighooring Entity will
offer to sell, on reasghable/ terms. and conditionsg, its

own such capacity to § R, - . '."."’L"ibe,\nset‘q
' Ztion agreement

sions requirjhg a N~.g poringtntit compensate
p t mafe ajiable as

such NeignkoriAg Entity to
the reserves 1t has agreed -

#ighboring Antitfes interconnectad with

§ exchange/or sefl maintenance capacity and/energy -
such capp€ity apgtt energy are avajlable and At is

4 do so/in accordance with Good UtHlity

o1 emergency power $a”any interconnected
y which maintain e level of minimum

. agrees to use due
srigncy and agrees to sell




emergency noto1 no
such transactions {if And:when’ nou- *nk.

, such transactions-a ~<~‘-vd
: . resources, or may
sources, but only’
{mpairing servide. 0 Ap
o1 *av.A

pnmcun_. 5
“provi aing:for. the uuaoanaawmeqozua.we .
capac and:ehe ...m_‘a‘nu -term: capacityzand energy, ﬂoano
termALapacity {nd energy:or economy:energy; . Apy shall,
on A fair and gquitable basis,. enter-into ike.of similar -
agfeements wyf} any Neighboring Entity en such forms

of capacity/ang energy are availabdle, 1onoa=.nA g .that

past expediencqd, different economic conditionsand; mooa
Utility Practig auu ‘Justify differentirites;i/ qau and :
condityons. 4 _shall: respond promptly/to. {nquiries o
of Nefghboring [Entitidg concerning: the availgh *“,ne o*

such oqsu.ow. oo-o‘nw :a .aoan«.wwoa,

e (6) wholesale Powed Sa)

Upo ‘ ua_ oa*oa o sefl #4 vmc or
paftial requirpmenys. power for & specifi .»uow*oa.no an
interconnected Neighbori n -Entity..or Neyghboring: Distri- -
bytion System/under]-a:cogtract: with- reagonable: terms "and _ IR
cdnditions influding proyisions:which-germits T
rdcover . : mcn: tso..ando_.. .u
cqdnsistent
nqt be requ
dt have av
Q supply
service to
prijor comm

[icensee $ - , e
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_ v . licgensee s an
{7) Transmission Serv{ces<_,,//’—’

a. Appiﬁ.(ﬁf’ggzi;—:;;nsmit’powe' pursbiagt to

agreements,

requested transaction and which are onsis
license conditions. Excepf as 1igtgd belg
shall be provided (1) betwgen twof Of 2

Neijghboring

pfinection
sty to the
€ with these
, Sugh service
nofif morg than two
eighborfing Entity's

with provisfons Ahich Ard apprgp

Entities or se¢tions jof|3

system which are geographidally gepfrateq, wi which,
eont

now or in the future, Apj
between a Neighboring Entity with wilich, Jnow or 1n the

future,

Neighboring
outside the
areas then
other Neigh

ru
Neighbdring
sha

facflities

pArposes, 1

Lt censees

sution Systems with which{ nowlor {n the future,
£4s interconnected and (3) beftween Bny Wefghboring E
of Neighboring Distribution Sygtem(s)|and\ghe
point of direct interconnectio with dny other
system engaging in bulk power qupply d tside The area t
electrically served at retail by Applicant. App .

not be required by this Section \fo transmit power (1) from
a hydroelectric facility the own ship of which has been
{nvoluntarily transferred from Apps or (2) from 2

schedule and requirements. A
requifed by tnis Section to provide
if tfe proposed transaction would

Good/ Utility Practice or {f the ifecessary ir

y-loaded during the
or/ nave been previous)

tility Practic

78 Stats 756, A
approppfations Act, 1965 A78 Stat. 682, August 30, 1964).

nter¢onng¢cted, (2)

{nterconnected and one\or gorg Neighboring

. Y
ey Licensees

(]

shall

Entity for sale to any electric system locased
exterior geographic boundaries of the s gral

electrically served at retail by App t if any
boring Entity, Neighboring Distribution System,

t w152gl to purchase such power at an equivalent
sa within set areas. Any Neighboring Entity or
Distribution System(s) requesting transmission
11 give reasonable advance notice to A t
t shall /not be

are committed at time of

oop flowg~or other

st 31, J964) and the Public Works




(8)

ing and constructfon
transihgsion capacity or
{ssion facilities™ys may be required
ed to in paragkaph {3) of this

programs. sugh
such additigna

section, pyovilded any Neigh
pistributfon Skstem gives

to accommodate its requirements
from & fegula and technical standpoint apd provided
furtherf that thé entity requesting transmissjon services

t for the Costs incurred|as a result
request. Where transmission capacity will de
incredsed or additional transmission faciligies will be
{nstajled to provide or maintain the reque ed service to
a Neipghboring Entity or Neighboring pistrijution System,
Applésent may require, in addition to a ryte for use of
other facilities, that payment of Costs ssociated with the
increased capacity or additional faciliyies shall be made
by the parties {in accordance with and fn advance of their
respective use of the new capacity op/facilities.

othing herein shall require Applkeent {1) to construct -
Nditional transmission facilities it the construction of
facilities is inconsistent with Good Utility Practice
such facilities could be constructed without duplicating
jon of s transmission system, (2) to provide

retail by Ap

d. Rate schedules and agreements for transmiss services
provided under this Section shall be filed by A t with
the regulatory agency having Jurisdiction over such pétes
and agreements. -

Access to Nuclear Generztion

a. If a Netghboring Entity or Nefghboring D
System makes a timely request to
ship participation in the stanislaus Nuclear Projec .
Unit No. 1 or any future nuclear generatin or which

ermit during the
immediately following the date of the

construction pgrmit for Stanislaus Unit 1, A

shall offer thq requesting party an opportunity to parti-

cipate in suchfunits, up to an amount reascnable in 1ight

20-year perio




of the relative loads of the papticipangs. With respect

to Stanislaus Unit No..l or apf future clear generatin )

unit, a request for particip ' he deemgd timelyg el Liensees
if. received within 90 days/after the mailing Dy

to Neighboring Entities and Neighboring Dystribution Systems

of an announcement of intent to constfuct the unit

and a request for an expression of interedt in participa-

tion. Participation shall be on a basfs ghich compensates

t for a reasonable share of all 4¥s Costs, {ncurred
and thbe incurred, in planning, selecting 2 site for,
construc and operating the fac111ty.

b. Any Neighboring Entity or any Neighboring Distribution
System making a timely request for participation 1n 2
nuclear unit must enter into 2 legally binding and sree-
able agreement to assume financial respo - ty for its

share of the costs associated wi pd cipation in the
unit ana associated transmi off facilities. Unles

se agreed by ¢ #Snt, a Neighboring E y or

g Neighboripg Distribution System desiring pa cipation
hen must have gigned such an agreement within-One year after

provided to that Neighboring Entity or

{ghboring Distribution System per nent financial 3

chnical data bearing on the feasfbility of the préject
which are then available to Appdbcant. AP efit shall
provide additional pertinent data as they become available
during the year. The requesting party shall pay to
forthwitn the additional expenses incurred by
in making such financial and technical data
2 In any participation agreement subject to
bection, Apg may require provisions requiring
paymeft by each pardicipant of its share of al1 costs
incurded up to the date of the agreement, requiring each
partid r to pay its pro rata share of funds
as thely are expended for the planning and construction
of unifts and related facilities, and requiring each
partidipant to make/ such financial arrangements as may be
necesgary to ensurg the ability of the participant to

hue to make guch payments.

3 terms and practices are and shall
the acceptance and approval of any regula-
or courts having jurisdiction over them.
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Nothing contained herein shall enlarge any rights of a
Neighboring Entity or Meignhboring Distridbuiion System
to provide services to retail customers of App .
peyond the rights they have under state or federal law.

Notning in these license conditions shall be consyrued
as a waiver by Ape nt of rights to contest/ the
application of any <o {tmeny herein to a partichlar

factual situation.

dd not preclude APpiweg
e forum to seek syCh c\anges
at the time be appropiiate 1in
isting Yaw and fGood Ut ity

These license conditions
applying to any approprig
in these conditions as M@
accordance with the thgn-e
Practice.

These license congftions doinot requirg Aj to

become a common garrier.



Pacific Gas & Electric Comps

given below.

Amendment
Number

120

135

Appendix D

ADDITIONAL CONDITIONS

FACILITY OPERATING LICENSE NO DPR-80

Presitssnsee is authorized to relocate
certain technical specifications
requirements to the equipment control
guidelines (ECCs) as referenced in the
Updated Final Safety Analysis Report.
impiementation of these amendments shall
include relocation of these technical
specification requirements to the ECGs as
described in the licensee’s application dated
October 4. 1995. as supplemented by letters
dated July 17, 1996, August 20, 1986, and

June 2, 1997, and evaluated in the staffs safety

evaluation dated February 3, 19988.

This amendment authorizes the relocation
of certain Technical Specification
requirements to licensee-controlled
documents. Impiementation of this
amendment shall include the relocation

of thess Technical Specification
requirements to the appropriate
documents, as described in Table LG

of Details Relocated from Current Technical
Specifications, Table R of Relocated
Current Technical Specifications, Table LS
of Less Restrictive Changes to Current
Technical Specifications, and Table A

of Administrative Changes to Current
Technicsl Specifications that are attached

o the NRC siaff's Safety Evaluation enclosed

with this amendment.

ny shall comply with the following conditions on the schedules

Impilementation
Date

The amendment shall
be implemented
within 90 days of its
issuance.

The amendment shall
be implemented by
June 30, 2000.

Amendment No. 435,141



Amendment
Number

135

Additional Conditions

The schedule for the performance of new
and revised Surveillance Requirements
(SRs) shall be as follows:

For SRs that are new in this amendment,
the first performance is due at the end of
the first surveillance interval that begins
on the date of implementation of this
amendment.

For SRs that existed prior to this amendment
whose intervals of performance are being
reduced, the first reduced surveillance

interval begins upon completion of the first
surveillance performed after implementation of
this amendment.

For SRs that existed prior to this amendment
that have modified acceptance criteria, the first
performance is due at the end of the first
surveillance interval that began on the date the
surveillance was last performed prior to the
impiementation of this amendment.

For SRs that existed prior to this amendment
whose intervals of perforrance are being
extended, the first extended surveillance
interval begins upon compietion of the last
surveillance performed prior to implementation
of this amendment.

implementation
Date

The amendment shall
be implemented by
June 30, 2000.

-

Amendment No. 495,141



Enclosure 5
PG&E Letter DCL-01-119

Marked-up Pages of Operating License for Proposed Conforming Changes
Related to DCPP Unit 2




UNITED STATES
NUCLZAR REGULATORY COMMISSION
'WASHINGTON. D. C. 20555 e — ~

DIABLY CAnYow LiC
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Ve

ETRANS L

PACIFIC GAS AND ELECTRIC COMPANY
DIABLO CANYON NUCLEAR POWER PLANT, UNIT 2
DOCKET NO. 50-323
FACILITY OPERATING LICENSE

License No. DPR-82

The Nuclear Regulatory Commission (the Commission has found that:

A.

Tw
The application for licenses b{ E)
complies with the standards and requirements of the Atomic Energy Act
of 1954, as amended (the Act), and the Commission's regulations set
forth in 10 CFR Chapter I, and all required notifications to other

agencies or bodies have been duly made;

Construction of the Diablo Canyon Nuclear Power Plant, Unit 2 (the
facility), has been substantially completed in conformity with
Provisional Construction Permit No. CPPR-69 and the applicatien, as
amended, the provisions of the Act, and the regulations of the

Commission;

The facility will operate in conformity with the application, as
amended, the provisions of the Act, and the regulations of the
Commission, except as exempted from compHat_tce in Section 2.D

below;

There {s reasonable assurance (i) that the activities authorized by
this operating license can be conducted without endangering the
health and safety of the public, and (41) that such activities will
be conducted in compliance with the requlatiors of the Commission
set forth in 10 CFR Chapter I, except as exempted from compliance

1} D@

on oW
JectnC Generation O
he—Racificbiz—and—fFlaemieuCompdny 15 technically qualified to
enqage in the activities authorized by this operating license in
accordance with the Commission's regulations set forth in 10 CFR
ter 13— —~ :

Electnc (,g\nercu\mh LLl ed Dublo Gunyon L have
- satistie a (3
provisions of 10 CFR Part 140, “Financial Protection Requirements
and Indemnity Agreements®”, of the Commission's regulations;
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Electric Generation LLC, acting on its own behalf and as agent for Diablo Canyon
LLC, ETrans LLC, and Pacific Gas and Electric Company (collectively, the
licensees),”

Electric Generation LLC succeeds Pacific Gas and Electric Company as the
operator of Diablo Canyon Nuclear Power Plant, Unit 2, and is authorized to
act on behalf of the facility owner, Diablo Canyon LLC, and has exclusive
authority, responsibility and control over physical construction, operation
and maintenance of the facility. ETrans LLC and Pacific Gas and Electric
Company are licensees only with respect to the Antitrust Conditions in
Section 2.F of this License.



G. The issuance of this license will not be inimical to the common
defense and security or to the health and safety of the pudblic;

H. After weighing the environmental, economic, technical, and other
benefits of the facility against environmental and other costs and
considering available alternatives, the issuance of Facility Operating
License No. DPR-82, subject to the conditions for protection of the
environment set forth herein, is in accordance with applicable
Commission regulations governing environmental reviews (10 CFR Part
50, Appendix D and 10 CFR Part 51) and all applicable requirements

have been satisfied; and

1. The receipt, possession, and use of source, byproduct, and special
nuclear material as authorized by this license will be in accordance
with the Commission's regulations in 10 CFR Parts 30, 40 and 70.

Pursuant to aporoval by the Nuclear Requliatory Commission in its Memorandum
and Order (CLI-85-14) dated August 1, 1985, the license for fuel loading
and low power testing, Facility Operating License Nc. DPR-81, issued on
April 26, 1985, is superseded by Faci?igy Operating License No. DPR-82,

; read as follows:
hereby issued to to ; ~+h€L§w

Plant, Unit 2,
ipment (the

.....

A. This License applies to the DiabTo Canyon Nuclear P
a pressurized water nuclear reactor and associated e

facility), owned by
,» and is described in Final Safety

Obispo County, Californi
Analysis Report as suppiemented and amended, and the Environmental

to the conditions and Tequir

03 *1 -

: ]
"Licensing of Production and Utilization Facilities”, to’
possess, use, and operate. the facility at the designated
location in San Luis Obispo County, Califernia, in accordance

with the procedures and limitations set forth in this license;
Teseer (B) 7 '

,!Lrsuant to the Act and 10 CFR Part 70, to receive, possess,
and use at any time special nuclear material as reactor fuel,
in accordance with the 1imitations for storage and amounts
required for reactor operation, as described in the Final
Safety Analysis Report, as supplemented and amended;

ursuant to the Act and 10 CFR Parts 30, 40, and 70, to receive,
possess, and use at any time any byproduct, source and special
nuclear material as sealed neutron sources for reactor startup,
sealed sources for reactor instrumentation and radiation
monitoring equipment calibration, and as fission detectors in
amounts as required;
e : ;
EIQC‘tnL éehQM‘} 1178 LLC )
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(2) Diablo Canyon LLC, pursuant to the Act and 10 CFR Part 50, to possess the
facility at the designated location in San Luis Obispo County, California, in
accordance with the procedures and limitations set forth in this license;



< .
gledtric (peneradion LLC 4

to the Act and 10 CFR Parts 30, 40, and 70, to receive,

(A pUrsyant
5 poséess, and use in amounts as required any byproduct, source
special nuclear material without restriction to chemical or

hysical form, for sample analysis or instrument calibration
or associated with radioactive apparatus or components; and

FPursuant to the Act and 10 CFR Parts 30, 40, and 70, to possess,
G but not separate, such byproduct and special nuclear materials
as may be produced by the operation of the facility.

C. This License shall be deemed to contain and is subject to the conditions
specified in the Commission's regulations set forth in 10 CFR Chapter 1
and is subject to all applicable provisions of the Act and to the
rules, regulations, and orders of the Commission ‘now or hereafter in
effect; and is subject to the additional conditions specified or incor-

porated below:

(1) Maximum Power Level

is authorized to operate
the facility at reactor core power levels not in excess of

3411 megawatts thermal (100% rated power) in accordance with
the conditions cifiied herein

Elechnc (emeration LLC

(2) Techrfical Specifications (SSER 32, Section 8)* and Environmental”
rgtection Plan .
ThHe Technical Specifications contained in Abpendix A, as revised
through Amendment No. °, and the Environmental Protection Plan
cdntained in Appendix B are hereby-incorporated in this license.

shall operate the facility in accordance with the Technical
Specifications and the Environmental Protection Plan.:

v//(3) - Initial Test Program (SSER 31, Section 4.4.1)

Any changes to.the Initial Test Program described in Section 14
of the FSAR made in accordance with the provisions of 10 CFR '
50.59 shall be reported in accordance with 50.59(b) within one
month of-such change.-. - . . . : . i

TThe parenthetical notation following the title of many license conditions
denotes the section of the Safety Evaluation Report and/or its supplements
wherein the license condition is discussed. :



provisions of the @

a.
approved fire protection program discussed in Final
Safety Analysis Report, in PGSE's Recember 6, 1984 Appendix R

, anfl in the NRC staff's Fire\ Protection Evaluation
, 13, 23, 27 and\31 to the Diable
Safety Evalpation Report, sutiject to provisions
b. change to featureg of the approved fire
which would decredse the level of fire
plant without prion approval of the
Commi must submit an
apol
c. may make/changes to features of the approved fire

protection pfogram which do not decrease the level of
fire protecfion without prior Commission approval, provided:

(1) such/changes do not otherwise involve a change in a
licgnse condition or technical specification or result
an unreviewed safety question (see 10 CFR 50.59);

such changes do not result in failure to carry out
the fire protection program approved by the Commissinn
prior to license issuance.

shall maintain, in an auditable form, a current record

of all such changes including an analysis of the effects of the
change on the fire protection program and shall make such
records available to NRC inspectors upon request. A1l changes
to the approved program made without prior Commission approval
shall be reported annually to the Director of the Office of
Nuclear Reactor Regulation, together with supporting analvses.

{5) NUREG-0737 Items
Each of the following conditions shall be completed to the

satisfaction of the NRC as indicated below. _Each condition
references the appropriate Section in SER Supplements.
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a. 1.D.1 Detailed Control Room Design Review (SSER 31,
ection 4.

PG&éaghaII comply with the requirements of Supplement 1
to NUREG-0737 for the conduct of a Detailed Control Room
Design Review (DCRDR) in accordance with 2 schedule
acceptable to the NRC staff,

b. I1.E.4.2 Containment Isolation Dependability (SSER 31,

Section 1.21)

/—\(\ .
”q——ijciii shall limit the 12-inch vacuum/overpressure relfef

Electac éé"\t"“'\“’"‘ LLL alve opening to less than or equal to 50 degrees.

(6)

(7)

(8)

(9)

Emergency Preparedness (SSER 31, Section 4.23.2 and SSER 32,
Section /) ' . ‘

In the event that the NRC finds that the lack of progress in
completion of the procedures in the Feder2] Emergency Managcment
Agency's final rule, 44 CFR Part 350, is an indication that a
major substantive problem exists in achieving or maintaining an
adequate state of preparedness, the provisions of 10 CFR Section

50.54(s)(2) will apply.
Masonry Walls (SSER 31, Section 4.7)

Prior to start-up following the fi refuel ing outage, PGSE
shall (1) evaluate the differen in marains between the staff
criteria as set forth in the Standard Review Plan and the
criteria used by preee, and (2) provide justification
acceptable to the staff for those cases where differences exist

between the staff's and PGEE's criteria.

Reactor Trip System Reliability - Generic Letter 83-28 (SSER 31,
Section 6.§[

PGSE shall submit responses to and implement the requirements
of Generic Letter 83-28 on a schedule which is consistent with
that given in the PG3E letters dated January 24, and March 13,

1988,
Steam Generator Tube Rupture Analysis.(SSER 31, Section 4.25)

Prior to restart following the first refuelina outage, PGE
shall submit for NRC review and approval an analysis which
demonstrates that the steam generator tube rupture (SGTR)
analysis presented in the FSAR is the most severe case with
respect to the release of fission products and calculated
doses. Consistent with the analytical assumpticns, PGSE shall
propose all necessary changes to the Technical Specifications
(Appendix A) to this license.
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* References to Pacific Gas and Electric Company, the initial licensed
operator, are retained on certain historical license conditions.
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(10) Pipeway Structure DE and DDE Analysis (SSER 32, Section 4)

Prior to start-up following the first refueling outage PG&E shall complete a
confirmatory analysis for the pipeway structure to further demonstrate the
adequacy of the pipeway structure for load combinations that include the design
earthquake (DE) and double design earthquake (DDE).

(11)  Soent Fuel Pool Modification

t is authorized to modify the spent fuel pool as described in the
application dated October 30, 1985 (LAR 85-13) as supplemented. Amendment
No. 6 issued on May 30, 1986 and stayed by the U.S. Court of Appeals for the
Ninth Circuit pending completion of NRC hearings is reinstated.

Prior to final conversion to the modified rack design, fuel may be stored, as
needed, in either the modified storage racks described in Technical Specification
5.6.1.1 or in the unmodified storage racks (or both) which are designed and shall
be maintained with a nominal 21-inch center-to-center distance between fuel
assemblies placed in the storage racks.

(12)  Additional Conditions

The Additional Conditions contained in Appendix D, as revised through

Elecdric Generoion LLC

Amendment No. 118, are hereby incorporated into this license. Peeific-Gas ind
Electric-Cempany shall operate the facility in accordance with the Additional
Conditions. '

£ tion (SSER 31. Section 6.2.6)

An exemption from certain requirements of Appendix J to 10 CFR Part 50 is descpibed
in the Office of Nuclear Reactor Regulation’s Safety Evaluation Report, Supplerpént No.
9. This exemption is authorized by law and will not endanger life or property o the
common defense and security and is otherwise in the public interest. Thesefore, this
exemption previously granted in Facility Operating License No. DPR-8tpursuant to 10
CFR 50.12 is hereby reaffirmed. Fhe facility will operate, with the-€xemption authorized,
in conformity with the application, as amended, the provisieris of the Act, and the
regulations of the Commission.
Physical Protgetion

Jedheee shall fully implement and maintain in effect all provisions of the
Commission-approved physical security, guard training and qualification, and
safeguards contingency plans including amendments made pursuant to provisions of the
Miscellaneous Amendments and Search Requirements revisions to 10 CFR 73.55 (51
FR 27817 and 27822) and to the authority of 10 CFR 50.90 and 10 CFR 50.54(p). The
plans, which contain Safeguards Information protected under 10 CFR 73.21, are
entitied: “Diablo Canyon Power Plant, Units 1 and 2 Physical Security Plan,” with
revisions submitted through March 4, 1988; “Diablo Canyon Power Plant, Units 1 and 2
Security Force Training and Qualification Plan,” with revisions submitted through August
16, 1985; and “Diablo Canyon Power Plant, Units 1 and 2 Safeguards Contingency
Plan,” with revisions submitted through November 9, 1987. Changes made in
accordance with 10 CFR 73.55 shall be implemented in accordance with the scheduie
set forth therein.

Amendment No. 234,118
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P4E, Electne brenevadion LeC amd Elvans LLC cral .

. Re(aonmp\\’ with Hu andbidvwdd hcem_( conditiony un Appendix !
C 4o ths license

Except as otherwise provided in the Technical Specifications or Environmental
Protection Plan, the licensee shall report any violations of the requirements contained in
Sections 2.C(3), 2.C(5) through 2.C(10), 2.Eand 2.F'of this license in the following
manner- initial notification shall be made within 24 hours to the NRC Operations Center
via the Emergency Notification System with written followup within thirty days in
accordance with the procedures described in 10 CFR 50.73(b), (c), and (e).

H. Financial Protection

shall have and maintain financial protection of such type and in such amounts as
mmission shall require in accordance with Section 170 of the Atomic Energy Act

. as amended, to cover public liability claims.

is License is effective as of the date of issuance and shall expire at midnight on
April 26, 2025.

Zlecdn e Geveradiown LLC FOR THE NUCLEAR REGULATORY COMMISSION

Qriginal Signed by:
Haroid R. Denton

Harold R. Denton, Director
Office of Nuclear Reactor Regulation

Attachments: ,
1. Appendix A - Technical Specifications (NUREG-11581)

2. Appendix B - Environmental Protection Plan
3. Appendix C - Antitrust Conditions
4. Appendix D - Additional Conditions

Date of Issuance: August 26, 1985

Amendment No. 96;118



APPENDIX B

TO FACILITY OPERATING LICENSES NOS. DPR-80 AND DPR-82

DIABLO CANYON NUCLEAR GENERATING STATION,
UNITS 1 AND 2

ZleeRil (,e:uw-rm

DOCKET NOS. 50-275 and 50-323 -

<

ENVIRONMENTAL PROTECTION PLAN
(NON-RADIOLOGICAL) ~

AUGUST 1985
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APPENDIX C

ANTITRUST CONDITIONS

FACILITY OPERATING LICENSE NC. DPR-82

" ) Al
Licensees

El&c-]—nc, Genﬁ\fctAt o LLC
amd ETrans it (C,or

ea within the extarior geographic

s electrically served at retail,
ac4 or in the future, Ry Apedkd z, and those areegs in Northern
and Central California Rdjacaent thereto.

c. “Neighboring- Entity® meand a financially responsible private or
public entity or lawful assQciation thereof owning, contractually
controlling or operating, or Yn good faith proposing to own,
to contractually control or to\gperate facilities for the genera-
tion, or transmisison at 60 kiloyolts or above, of electric power
which meets each of the following qriteria: (1) its existing
or proposad facilities are or will technically feasible of
direct interconnection with those of i ; (2) all or part
of its existing or proposed facilities are or %will be located
within the Service Area; (3) its primary purpose for owning,
contractually controlling, or operating generation facilities
is to sell in the Service Area the power generated; and (4) it
is, or upon commencement of operations will be, a public utility
requlated under applicable state law or the Federal Power AcCt,
or exempted from regulation by virtue of the fact that it is

a federal, state, municipal or other public entizty.

4. "Neighboring Oistribution System" means a financially
responsible private or public entity which engages, or
in good faith proposes Lo engage, in the distribution of
electric power at retail and which meets each of the
criteria numoered (1), (2) and {4) in subparagrapn e
apove.

P Yo

1563



e. "Costs" means all capital exp
general, operation and maintgnance expenses, taxes,
depreciation and costs of cagital including a fair and
reasonable return on AppiiTEme investment, which are
oroperly allocable to tne particular .service or trans-
acticn as determined by the requlatory autherity having
jurisdiction over the particular service or transaction.

enditures, administrative,

f. “Good Utility Practice" means those practices, methods
and equipment, including levels of reserves and provisions
for contingencies, as modified from time to time, that
are commonly used in the Service Area to operate, reliably
and safely, electric power facilities to serve a utility's
own customers dependably and economically, with due regard
for the conservation of natural resources and the protection
of the environment of the Service Area, provided such practices,
methods and equipment are not unrzasonably restrictive.

g. "Firm Power’ means that power wnich is intended to be
available to the custcmer at all times and for wnich,
in order to achieve tnat degree of availability, adequately
installed and spinning reserves and sufficient transmission
to move such power and reserves to the load center are
provided. :

Interconnection

Interconnection agreements negotiatad pursuant to thesa license
" [

conditions shall be subject to the following paragraphs "a
through “g":

shall not unreasonably refuse to interconnect and
operatp normally in parallel with any Neighboring Entity,

or to i{nterconnect with any Neighboring Distribution System.
Such idterconnections shall be consistent with Good Utility
Practi

b. Interconpection shall be at one point un1ess otherwise
agreed by the parties to an interconnection agreement.



in any interconnection agreement
Neighboring Entity or Neighboring
ys;em maintain the power factor associated
oad at a comparable level to that maintained

in the same geographic area and use comparable
control methods to achieve this objective.

Interconnection agreements shall not provide for more
extensive facilities or control equipment at the pgint

of interconnection than are requirad dy Good Utility
Practice unless the parties mutually agree that particular
circums+tances warrant special facilities qr equipment.

The Costs of additional facilities required to provide
service at the point of interconnection snall be aliocated
on the basis of tne projected economic benefits for each
party from the interconnection after consideration of the
various transactions for whicn the interconnectian
facilities are to be used, unless otherwise agreed by

the parties.

An intarconnection agreement shall not impose limitations
upon the use or resale of capacity and energy saold or
exchanged uncer tne agreement except as may De required
Dy Good Utility Practice.

An interconnection agreement shall not prohibit any party
from entering into ather 1nterconnect1on agreements, but
may provide that (1) receive adegquate notice

of any additional interconnestion arrangement with others,
(2) the parties jointly consider and agree upon additional
contractual provisions, measure or equipment, which may
be required by Good Utility Practig¢e as a result of the

new arrangement, and (3} ipply ay terminate ehe inter-
connection agreement if the re i

service to 4 customers woul
such additional nnecti




g. JppidmaRs may include provisighs inf an interconnection
agreement requiring a Neighogring gntity pr Neighboring
Distribution System to deve}op with % a coordinated
program for underfrequency/load shedding and tie separation.
Under such programs the parties sHall equitably share the
interruption or curtailment of cugtomer load.

Reserve Coordination

Interconnection "agreamenty negotiated|oursuant to these license
1 1t

conditions snall be subject to the rfojlowing paragrapns "a
through "e" regarding reervg/ggg_cdm tion:
which &€ Tnter-

a. Aspkiea#t and any Yeighboring Entity wit
connecty shall joifitly establish gnd separasely maintain
the minimum reseryes to be instal]ed or otherwi rovided
under an interconnection agreement. Unless otherwi
mutually agreed fipon, reserves shpll be expressed as a
percentage of egtimated firm peakf load and the minunum
reserve percentage shall be at lgast equal to :
planned reservg percentage withoyt the interconnection
A Neighboring /Entity shall not bp required to provide
reserves for fhat portion of ity load which it meets
through purcfases of Firm Power{ While different resarve
percentages /may be specified in/various interconnection
agreements/ no par®y to an intgrconnection dgree
shall be requifed to provide afgreater reserve percentage
than Apetisgnels planned reserje percentage, except that
if the tgtal reserves Apeiiewmr must provide to maintain
system rgliability equal to that existing without a
given inftarconnection arrangement are increased by reason
of the flew arrangement, then the other party or parties
may be fequired to install or provide additignal reser
in the [full amount of such increase. 4hey

b. Afplidme—and Neighboring Entities with which fiter-
connecty shall jointly establish and separately pgaintain
the minimum spinning reserves to be provided under an
interconnection agreement. Unless otherwise matually
agreed upon, spinning reserves shall be expr
percentage of peak load and the minumum spi
percentage shall be at least 2qual o :

ing researve
spinning
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reserve percentage without the interconnection. A Neighboring

Entity shall not be required to provide spinning reserves ,
for that portion of its load which it meets through

purchases of Firm Power. While different spinning reserve

percentages may be specified in various interconnection

agreements, no party to an interconnection agreement

shall be required to provide a greater spinning resarve

percentage than that which AFpdid providef, except that
if the total spinning resarves Aspiekeant must provide to
maintain system relizbility egl to that existing without

a given interconnection arragfgement are increasad by
reason of the new arrangemgfit, then the other party or
parties may be required $4 provide additional spinning
reserves in the full ameunt of such increase.

shall o%fer to sell, on reasonable terms~§nd

conditiens, includifg a spegifi Tod, capacity to a
Neighboring &ntity/for use as-reserves if such capacity is
neither needed fo own system nor contractually

committed to othgrs and if the Neighboring Entity will
offar to sell, ¢n reasonable terms and conditions, its
own such capacifty to the Apddedegen<t,

'~

AppticE®e may [include in any intagconnection agreement
provisions_requiring a Neighboring\Entity compensate
Apprbeant fOX( any reserves Agpisteend makﬁz:;vai1able as
the fesult o e failure of sych Neitghbseing Entity to
maigtain allf or ahy part of the reseryes it has agreed -

to provide ¥n said\interconneg¢tion agneement.

Sfcame shall offdar to coofdinate maintenance schedu?es

with Na 1ghbnr1ng En-1t1es i

whgn suchs3pacity apd ene
redsonable tQ do so in acgordance with Good Uti

Pragtice.

shall gell &mergency power to [any int r;oqnected

Neighbor¥tqg Entitly whichima 1nta1ns the




Wy

Apgitaat- shall enyage in

acity and energy/ for
e from Wee own gepérating

emergency power to
such transactions

AT om other
e extent that ” an do so 'without
ol o 14 or wholesale
power Cust T impairing ™ep ab to discharge

Exchanges &

have on file, or hereafter file, with the
Federal/ Energy Regulatory Commission, dgreements or rate
schedules [providing for the sale and pirchase of short-term
i nd energy, limited-term capacity and energy, long-
ity and energy or economy anergy, APPTFEant shall,
and equitable basis, enter ijnto like g¢r similar

s with any Meighboring Entity, when such forms

ty and energy are available, recogniztng that
rience, different economic c¢gnditiong and Good.
ractica may justify different ratagj terms and

s. Asmkwegnt shall respond prompiAy to inquiries
oring Entitids concerning thg avgilability of

s of capacity \and energy from b _System.

Power Sales w

sell firm, full or
fied pericd to an

Whalesal
; I

Upon request, Appieree dnall offer
partial rlequirements powar for a spAc
interconngcted Neilghboring Entity Ar eighboring Distri-
butidqn System undgdr a contract wj easonable terms and
condi'tions includilng proyisions mhich permit ‘eptsanrt tO
& costs; Suchiwholesa Jower sales musft be
consistent!™th Gpod Utility Practife. Fppbieas shall
ot bel requirdg td sell Firm Power/jat wholgsale if i
t have availanle suffigienf generation gr trapsmis
td supply the redyested [seryice g if tpé saleswoul
sekvicel to s redd! cystgmers Or g ability to

on
impair
scharge
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(7) Transmission Service;,,f””///—27;:;?;”/‘——-

a.

snall transmit ‘cwer pursuan? to/intergonnection
agreements, with provisions\which arg approp jate to the
requested transaction and which arg/consistgnt yith these
Jicense conditions. Except ag 1igted bgloy, suth service
shall be provided (1) between (w0 Or apong/morg than two
Neighboring Entities or sectionf of a/Neighborjing Entity's
system wnich are geographically keparated, with which,
now or in the future, Ap-eigent ¥e jnterfonnedted, (2}
Neighboring Entity with which,/ now gr in the
future, fe=Fs interconnected and ghe or/more Neighboring
Distribution Systems with which, fow orfin thd future,

__—é?b4‘ interconnected and (3) betfeen afy Neighporing Entity
. :

Neighboring Distribution System(s) and the fpriresr
point of direct interconnection|with ahy other electric
system engaging in bulk power sypply qutside thg area
electrically served at retail by\Apad4a . cpeemearel shall
not be required by this Section 8 transmit power (1) from
a hydrcelectric facility the ownekship of which has been
involuntarily transferred from Appeekeaat or (2) from a
Neighboring Entity for sale to any electric system located
outside the exterior geograpnic boundaries of the several
areas then electrically served at retail by AsgEssant 1T any
other Neighboring Entity, Neighboring Distribdticn Systam,
or ; wishéy to purchase such power at an equivalent
price for use within set areas. Any Néighboring Entity or
Neighbojring Oistribution System( requesting transmission
service| snall give reasonable advanca notice tO ‘pfkhgas
of its ischedule and requiresents. Apseewe shall npt be
requirdd by tnis Section X0 provide ®ransmission ser ice
if the/proposad transagfion would-de inconsistent with
Good UEility Practics/Qr if ph€ necessary transmissign
facilikies are commjfted ax”the time of the request fo be
fully-joaded during the gé€riod of which service is requesfed,
or nhavé been prevAously reserved by Appseet for emprgehcy
purposgs, loop flow, Or other uses consisteqnt with Gpod
Utility Practicg; provided, that with respedt to thg Pacific
Northwest-Southwe intertie, Asphtsanessnall not b4 required
by thik Sectiofi g0 provide the requested tra smissign service
if it would ifipdir AppeEPeees own uge of umik facility
consisfent w Bonneville Mroject ALt (50 Stat. 731,
August\20, ¥927), Pacific Norlhwe Power Mapketing]Ac
(78 Stat. 756, August 31, 1964) and the Pub)ic Wor
Approprijatfods Act, 1965 (78 Stags 682, Audust 30, [l1964).

ZL,;(:gﬂsé?y




Access to Nuclear Generation

anning and construction
ipcregses transmission capacity or
such addigio transmisshon facilities as may be required
ackions Yeferred to in paragraph (a} of this
Section,/proyided any Weighb ring Entity or Neighboring
Distribytion|System gives A 3 sufficient advance

ry to accommodate its requirements
hnical standpoint and provided
entity rRquesting transmission services
e he Costs incurred as a result
t. Where transmission capacity will be
additional trandmission facilities will be
provide or maintain the requested service to
Entity or Neighbyring Distribution System,
require, in addifjon to a rate for use of
jes, that payment §f Costs associated with the
acity or additional facilities shall be made
s in accordance with and ia advance of their
e of the new capacity or facilities. :

other facili
increased ca
by the parti
respective u

Nothing herain shall require # ant (1) to construct
additicnal trignsmission facilities'if the construction of

such facilitiks is inconsistent with Good Utility Practice

or if such fakilities could be constructed without duplicating
any portion of - s-¢ transmission system, (2) vo provide
transmission Yervice to Agetail customer of (3) to construct
transmission dqutside the ar@a.then elec ically served at
retail by -

Rate schedules and agreements for transmission services
proevided under this Section shall be filed by ;
tne regulatory agency having jurisdiction over such
and agreements.

a.

If a Neighboring Entity or Neighboring Oistribution
System makes a timely request to for an cowner- .
ship participation in the Stanislaus Nucl roject,
Unit No. 1 or any future nuclear generating unit
-a ; for a construction permit during the
20-yeqr period immediately following the date of the
consthuction pprmit for Stanislaus unit 1,

shall affer the requesting party an opportunity
i units, up to an amount reasonable




of the relative loads of the papficipangs. With respect

. to Stanislaus Unit No. 1 or apy future fuclear generating
unit, a request for participdtion shall {pe deemed tim Ty
if received within 90 days/after the maijing by

to Neighboring Entities and Neighboring Qd ibution Systcms

of an anncuncgmeat © intent to constyuct tha

and a request for an expression of intereqt in participa-

tion. MParticipation shall be on a basis which compensatas
SRasasaat For a reasonable share of all i%e Costs, incurped

and tgd be incurrad, in planning, selecting a sita for

constructing and operating the facility.

b. Any Neighboring Entity or any Neighboring Digs2f bution
System making a timely request for participdtion in a
nuclear unit must enter into a legally binding and enforce-
able agreement to assume financial rdspensibility for its
share of the costs asscciatad wi participaticn A the

nd associated transmission facilities. Unyess

agreed by Aeheshedmf, a Neighboring EpXity or

Distribution System desiring partiipatio

Neighboring Jistributicn Systam per;ine “ finangial
technical data bearing on the feas1b ity of
which are then available to Apsd—iean
provide additional pertinent data as they become available
ing the year. The requesting party shall pay to
mgaad forthwith the additional expenses incurred by
in making such financial and technical data
In any part1c19at1on _agreement. subject to

S ed yp to i€ date of the agreement, requiring each
participant thereafter to pay its pro rata share of funds
as they are expended for the planning and construction
of units and related facilities, and requiring each
participant to make such financial arrangements as may be
necessary to ensure the ability of the participant to
continue to make such payments.

(3) Implementation

a. All rates, charges, terms and practices are and shaill
be subject to the acceptance and approval of any regula-
tory agencies or courts having jurisdiction over them.
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Nothing contained herein shall enlarge any rights of a
Neighboring Entity or Neighboring Distribution System
to provide sarvices to retail customers of Appesieant
beyond the rights they have under state or federal law.

Nothing in these license conditions shall be constiued
as a waiver by Appdimgat of 3 rights to contest tRe
aoplication of any comnitment MDerein to a particular
factual situaticn.

These license conditions Wo nof preclude Appri=hee: fro
applying to any appropriate fdrum to seek such chgnges
in these conditions as may a) the time b approprigte in
accordance with the then-ex¥stigg law and Good Util gy
Practice. .

These license conditiond do not reqiire AgprBfdt 0
become a common carrigf.

e



Appendix D

ADDITIONAL CONDITIONS

FACILITY OPERATING LICENSE NO. DPR-82

Pacific Gas & Electric Company shall comply with the following conditions on the schedules
given beiow. A

Amendment Implementation
Number —Date
118 Sansee is authorized to relocate The amendment shail
' cenam technical specifications be impiemented
requirements 10 the equipment control withun 90 days of its
guidelines (ECGs) as referenced in the ssuance.
Updated Final Safety Analysis Report
Implementation of these amendments shall
inciude relocation of these technical
specification requirements to the ECGs as
described in the liconsee's application dated
October 4, 1995, ss suppiemented by letters
dated July 17, 1996, August 20, 1996, and
June 2, 1897, and evaluated in the staffs safety
evaluation dated February 3, 1968.
135 This amendment authorizes the relocation The amendment shall
of certain Technical Specification be impiemented by
requirements to licensee-controlied June 30, 2000.

documents. Implementation of this
amendment shall include the relocation

of these Technical Speaﬁeubon
requirements to the

documents, as described in Table LG

of Details Relocated from Current Technical
Specifications, Table R of Relocated
Current Technical Spedifications, Table LS
of Less Restrictive Changes to Current
Technical Specifications. and Table A

of Administrative Changes to Curent
Technica! Specifications that are attached
io the NRC staff's Safety Evaluation enclosed
with this amendment.

Amendment No. 436,141



Amendment
Number

135

Additional Conditions

The schedule for the performance of new
and revised Surveillance Requirements
(SRs) shall be as follows:

For SRs that are new in this amendment,
the first performance is due at the end of
the first surveillance interval that begins
on the date of impiementation of thig
amendment.

For SRs that existed prior to this amendment
whose intervais of performance are being
reduced, the first reduced surveillance

interval begins upon completion of the firat
surveillance performed after impiementation of
this amendment.

For SRs that existed prior to this amendment
that have modified acceptance criteria, the first
performance is due at the end of the first
surveiliance interval that began on the date the
surveillance was last performed prior to the
implementation of this amendment.

For SRs that existed prior to this amendment
whose intervals of performance are being
extended, the first extended surveillance
interval begins upon completion of the last
surveillance performed prior to impiementation
of this amendment.

implementation
Date

The amendment shall
be implemented by
June 30, 2000.

Amendment No. 435,141
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No Significant Hazards Considerations Determination

Description of the Change

The transfers of ownership of and operating responsibility for Diablo Canyon Power
Plant, Units 1 and 2, involve a number of conforming changes to the operating licenses
for the units to reflect the new generating company, Electric Generation LLC (Gen), as
the operator of the two units, and to reflect that the ownership of the assets will be
assigned to Diablo Canyon LLC (Nuclear), a wholly-owned subsidiary of Gen. In
addition, these conforming changes to the licenses include changes that are necessary
to reflect additional entities responsible for compliance with the existing antitrust
licenses conditions. Consistent with the generic determination in

10 CFR Part 2.1315(a), which became effective December 3, 1998, these
administrative license amendments involve no significant hazards considerations.

Basis for Proposed No Significant Hazards Considerations Determination

1. The conforming amendments do not involve a significant increase in the
probability or consequences of an accident previously evaluated.

The proposed amendments do not involve a significant increase in the probability
or consequences of an accident previously evaluated because of the following:

¢ The amendments do not involve any change in the design, configuration, or
operation of the nuclear plant. All Limiting Conditions for Operation, Limiting
Safety System Settings and Safety Limits specified in the Technical
Specifications remain unchanged. Also, the Physical Security Plan, the
Operator Training and Requalification Program, the Quality Assurance
Program, and the Emergency Plan are not being substantively changed by
the proposed transfer and amendment.

¢ The technical qualifications of Gen to carry out its responsibilities under the
operating licenses, as amended, will be equivalent to the present technical
qualifications of PG&E. Upon the effective date of the transfer of the
licenses, Gen will operate, manage, and maintain the nuclear plant in
accordance with the conditions and requirements established by the NRC as
defined in the current operating licenses. The organization and the
qualifications of the personnel engaged in the operation, maintenance,
engineering, assessment, training, and other related services will be
essentially unchanged as a result of the transfer. The key executives
currently responsible for the overall safe operation of the nuclear plant as
designated in plant Technical Specifications will continue to be responsible,
although their titles may change.

Therefore, the proposed amendments do not involve an increase in the
probability or consequences of an accident previously analyzed.
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The conforming amendments do not create the possibility of a new or different
kind of accident from any accident previously evaluated.

The proposed amendments do not create the possibility of a new or different
kind of accident from any accident previously evaluated because of the following:

e The amendments do not involve any change in the design, configuration, or
operation of the nuclear plant. The current plant design and design bases will
remain the same. The current plant safety analyses, therefore, remain
complete and accurate in addressing the design basis events and in
analyzing plant response and consequences.

e The Limiting Conditions for Operations, Limiting Safety System Settings and
Safety Limits specified in the Technical Specifications are not affected by the
change. As such, the plant conditions for which the design basis accident
analyses were performed remain valid.

e The amendments do not introduce a new mode of plant operation or new
accident precursors, does not involve any physical alterations to plant
configurations, or make changes to system set points that could initiate a new
or different kind of accident.

Therefore, the proposed amendments do not create the possibility of a new or
different kind of accident from any accident previously evaluated.

The conforming amendments do not involve a significant reduction in a margin of
safety.

The proposed amendments do not involve a significant reduction in a margin of
safety because of the following:

e The amendments do not involve a change in the design, configuration, or
operation of the nuclear plant. The change does not affect either the way in
which the plant structures, systems, and components perform their safety
function or their design and licensing bases.

» Plant safety margins are established through Limiting Conditions for
Operation, Limiting Safety System Settings and Safety Limits specified in the
Technical Specifications. Because there is no change to the physical design
of the plant, there is no change to any of these margins.

Therefore, the proposed amendments do not involve a significant reduction in a
margin of safety.
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Form of Bilateral Power Sales Agreement
By and Between Electric Generation LLC and Reorganized PG&E
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Issued By: Bruce R. Worthington Effective Date: Effective Date of Plan of
President Reorganization
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MASTER POWER PURCHASE AND SALE AGREEMENT

President
Issued on: November 30, 2001

COVER SHEET
This Master Power Purchase and Sale Agreement (“Master Agreement” ) is made as of the following date:
November 30, 2001 but shall not become effective until the Effective Date. The Master Agreement, together with
the exhibits, schedules and any written supplements hereto, the Party A Tariff, if any, the Party B Tariff, if any, any
designated collateral, credit support or margin agreement or similar arrangement between the Parties and all
Transactions (including any confirmations accepted in accordance with Section 2.3 hereto) shall be referred to as the
“Agreement.” The Parties to this Master Agreement are the following:
Name (“Electric Generation LLC” or “Party A”) Name (“Pacific Gas and Electric Company” or “Party
B,?)
All Notices: All Notices:
Street: Street:
City: Zip: City: Zip:
Attn: Contract Administration Attn: Contract Administration
Phone: Phone:
Facsimile: Facsimile:
Duns: Duns:
Federal Tax ID Number: Federal Tax ID Number:
Invoices: Invoices:
~ Attn: Attn:
Phone: Phone:
Facsimile: Facsimile:
Scheduling: Scheduling:
Attn: Attn:
Phone: Phone:
Facsimile: Facsimile:
Payments: Payments:
Attn: Attn:
Phone: Phone:
Facsimile: Facsimile:
Wire Transfer: Wire Transfer:
BNK: BNK:
ABA: ABA:
ACCT: ACCT:
Credit and Collections: Credit and Collections:
Attn: Attn:
Phone: Phone:
Facsimile: Facsimile:
Issued By: Bruce R. Worthington Effective Date: Effective Date of Plan of

Reorganization
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With additional Notices of an Event of Default or With additional Notices of an Event of Default or
Potential Event of Default to: Potential Event of Default to:

Attn: Attn:

Phone: Phone:

Facsimile: Facsimile:

[NOTE: THE FOREGOING INFORMATION WILL BE PROVIDED ON OR BEFORE THE EFFECTIVE
DATE.]

[Balance of Page Intentionally Blank]

Issued By: Bruce R. Worthington Effective Date: Effective Date of Plan of
President Reorganization
Issued on: November 30, 2001
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The Parties hereby agree that the General Terms and Conditions are incorporated herein, and to the following
provisions as provided for in the General Terms and Conditions:

Party A Tariff  Agreement, including the confirm and addenda, that will be filed at FERC for acceptance or
approval
Party B Tariff Tariff: Not Applicable Dated Docket Number
Article Two
Transaction Terms and Conditions [X] Optional provision in Section 2.4. If not checked, inapplicable.
Article Four
Remedies for Failure [1 Accelerated Payment of Damages. If not checked, inapplicable.
to Deliver or Receive
Article Five [1 Cross Default for Party A:
Events of Default; Remedies [] Party A: Cross Default Amount $
[] Other Entity: Cross Default Amount $
[1 Cross Default for Party B:
[] Party B: Cross Default Amount $
[] Other Entity: Cross Default Amount $
e 5.6 Closeout Setoff
[] Option A (Applicable if no other selection is made.)
[1 Option B — Affiliates shall have the meaning set forth in the
Agreement unless otherwise specified as follows:
[X] Option C (No Setoff)
Article 8 8.1 Party A Credit Protection:
Credit and Collateral Requirements (a) Financial Information:
[l Option A
[X] Option B Specify: Pacific Gas and Electric Company
[1 OptionC Specify:
(b) Credit Assurances:
[X] Not Applicable
[1 Applicable
(c) Collateral Threshold:
“—_
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[X] Not Applicable
{1 Applicable

If applicable, complete the following:

Party B Collateral Threshold: $ ; provided, however, that
Party B’s Collateral Threshold shall be zero if an Event of Default or
Potential Event of Default with respect to Party B has occurred and is
continuing.

Party B Independent Amount: $

Party B Rounding Amount: $

(d) Downgrade Event:

[X] Not Applicable
[1 Applicable

If applicable, complete the following:

[1 K shall be a Downgrade Event for Party B if Party B’s Credit
Rating falls below from S&P or from
Moody’s or if Party B is not rated by either S&P or Moody’s

[l Other:
Specify:

(e) Guarantor for Party B:

Guarantee Amount:

8.2 Party B Credit Protection:

(a) Financial Information:

[l Option A
[X] Option B Specify: Electric Generation LLC
[ Option C Specify:

(b) Credit Assurances:
[X] Not Applicable
[1 Applicable
(c) Collateral Threshold:
[X] Not Applicable
[1 Applicable
If applicable, complete the following:

Party A Collateral Threshold: $ ; provided, however, that
Party A’s Collateral Threshold shall be zero if an Event of Default or
Potential Event of Default with respect to Party A has occurred and is
continuing.
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Party A Independent Amount: $

Party A Rounding Amount: $

(d) Downgrade Event:

[X] Not Applicable
[1 Applicable

If applicable, complete the following:

[1 It shall be a Downgrade Event for Party A if Party A’s Credit
Rating falls below from S&P or from
Moody’s or if Party A is not rated by either S&P or Moody’s

[] Other:
Specify:

(e) Guarantor for Party A:

Guarantee Amount:

Article 10
Confidentiality

[] Confidentiality Applicable If not checked, inapplicable.

Schedule M

] Party A is a Governmental Entity or Public Power System
] Party B is a Governmental Entity or Public Power System
] Add Section 3.6. If not checked, inapplicable
] Add Section 8.6. If not checked, inapplicable
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Other Changes

Section 1.23 is deleted and the following substituted in its place:
“Force Majeure” means any occurrence beyond the reasonable control
of a party which causes the party to be unable to perform an
obligation under this Agreement in whole or in part and which could
not have been avoided by the exercise of due diligence. Force
Majeure includes an act of God; actual or threatened civil disturbance,
terrorism, war, or riot; strike or other labor dispute; emergencies
declared by the California Independent System Operator or any other
authorized successor or regional transmission organization or any
state or federal regulator or legislature; explosion; tsunami, fire, ice,
flood, earthquake, earth movement (including mud shides or rock
slides), storm, effect of storm, drought, lightning and other natural
catastrophes; regulatory requirements of generic applicability or
regulatory requirements not related directly to actions of the Party
claiming Force Majeure requiring a shut-down or curtailment of
Diablo Canyon; or system transients or voltage reduction requiring a
shut-down or curtailment of Diablo Canyon. Force Majeure shall not
be based on (i) Buyer’s inability economically to use or resell the
Product purchased hereunder, or (ii) Seller’s ability to sell the Product
at a price greater than the Contract Price. Neither Party may raise a
claim of Force Majeure based in whole or in part on curtailment by a
Transmission Provider unless (i) the Party claiming Force Majeure
contracts for firm transmission service with a Transmission Provider
for the Product to be delivered to or received at the Delivery Point and
(1) such curtailment is due to “force majeure” or “uncontrollable
force” or a similar term as defined under the Transmission Provider’s
tariff; provided, however, that existence of the foregoing events shall
not be sufficient to conclusively or presumptively prove the existence
of a Force Majeure absent a showing of other facts and circumstances
which in the aggregate with such events establish that a Force
Majeure as defined in the first sentence hereof has occurred.
Applicability of Force Majeure to the Transaction is governed by the
terms of the Products and Related Definitions contained in Schedule P
and as set forth in any Confirmations for any Transactions.

A new Section 1.62 is added to read: "Good Industry Practice” means
any of the practices, methods, and acts engaged in or approved by a
significant portion of the electric power industry for the applicable
type of electric generation facilities (e.g., conventional hydro, pumped
storage, or nuclear,) during the relevant time period, or any of the
practices, methods, and acts which, in the exercise of reasonable
Jjudgment in the light of the facts known at the time the decision was
made, could have been expected to accomplish the desired result at a
reasonable cost consistent with good business practices, reliability,
safety, and expedition. Good Industry Practice does not require use of
the optimum practice, method, or act, but only requires use of
practices, methods, or acts generally accepted in the region covered
by the Western Systems Coordinating Council or any other successor
or similar organization.

Section 1.19 is deleted and the following substituted in its place:
“Effective Date” means the Effective Date of the Proposed Plan of
Reorganization Under Chapter 11 of the Bankruptcy Code for Pacific
Gas and Electric Company, Chapter 11 Case No. 01-30923-DM.

The first sentence of Section 2.3 is deleted and the following
substituted in its place: Seller may confirm a Transaction by

Issued By: Bruce R. Worthington
President
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IN WITNESS WHEREOF, the Parties have caused this Master Agreement to be duly executed as of the date first
above written.

Electric Generation LLC Pacific Gas and Electric Company

By: By:

Name: Bruce R. Worthington Name: Gordon R. Smith

Title: President Title: President and Chief Executive Officer

DISCLAIMER: This Master Power Purchase and Sale Agreement was prepared by a
committee of representatives of Edison Electric Institute (“EEI”) and National Energy
Marketers Association (“NEM”) member companies to facilitate orderly trading in and
development of wholesale power markets. Neither EEI nor NEM nor any member
company nor any of their agents, representatives or attorneys shall be responsible for its
use, or any damages resulting therefrom. By providing this Agreement EEI and NEM do
not offer legal advice and all users are urged to consult their own legal counsel to ensure
that their commercial objectives will be achieved and their legal interests are adequately
protected.
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GENERAL TERMS AND CONDITIONS

ARTICLE ONE: GENERAL DEFINITIONS

1.1 “Affiliate” means, with respect to any person, any other person (other than an
individual) that, directly or indirectly, through one or more intermediaries, controls, or is
controlled by, or is under common control with, such person. For this purpose, “control” means
the direct or indirect ownership of fifty percent (50%) or more of the outstanding capital stock or
other equity interests having ordinary voting power.

1.2 “Agreement” has the meaning set forth in the Cover Sheet.

1.3 “Bankrupt” means with respect to any entity, such entity (i) files a petition or
otherwise commences, authorizes or acquiesces in the commencement of a proceeding or cause
of action under any bankruptcy, insolvency, reorganization or similar law, or has any such
petition filed or commenced against it, (ii) makes an assignment or any general arrangement for
the benefit of creditors, (ii1) otherwise becomes bankrupt or insolvent (however evidenced), (iv)
has a liquidator, administrator, receiver, trustee, conservator or similar official appointed with
respect to it or any substantial portion of its property or assets, or (v) is generally unable to pay
its debts as they fall due.

1.4 “Business Day” means any day except a Saturday, Sunday, or a Federal Reserve
Bank holiday. A Business Day shall open at 8:00 a.m. and close at 5:00 p.m. local time for the
relevant Party’s principal place of business. The relevant Party, in each instance unless
otherwise specified, shall be the Party from whom the notice, payment or delivery is being sent
and by whom the notice or payment or delivery is to be received.

1.5 “Buyer” means the Party to a Transaction that is obligated to purchase and receive, or
cause to be received, the Product, as specified in the Transaction.

1.6 “Call Option” means an Option entitling, but not obligating, the Option Buyer to
purchase and receive the Product from the Option Seller at a price equal to the Strike Price for
the Delivery Period for which the Option may be exercised, all as specified in the Transaction.
Upon proper exercise of the Option by the Option Buyer, the Option Seller will be obligated to
sell and deliver the Product for the Delivery Period for which the Option has been exercised.

1.7 “Claiming Party” has the meaning set forth in Section 3.3.

1.8 “Claims” means all third party claims or actions, threatened or filed and, whether
groundless, false, fraudulent or otherwise, that directly or indirectly relate to the subject matter of
an indemnity, and the resulting losses, damages, expenses, attorneys’ fees and court costs,
whether incurred by settlement or otherwise, and whether such claims or actions are threatened
or filed prior to or after the termination of this Agreement.

1.9 “Confirmation” has the meaning set forth in Section 2.3.

Issued By: Bruce R. Worthington Effective Date: Effective Date of Plan of
President Reorganization
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1.10  “Contract Price” means the price in $U.S. (unless otherwise provided for) to be
paid by Buyer to Seller for the purchase of the Product, as specified in the Transaction.

1.11  “Costs” means, with respect to the Non-Defaulting Party, brokerage fees,
commissions and other similar third party transaction costs and expenses reasonably incurred by
such Party either in terminating any arrangement pursuant to which it has hedged its obligations
or entering into new arrangements which replace a Terminated Transaction; and all reasonable
attorneys’ fees and expenses incurred by the Non-Defaulting Party in connection with the
termination of a Transaction.

1.12  “Credit Rating” means, with respect to any entity, the rating then assigned to such
entity’s unsecured, senior long-term debt obligations (not supported by third party credit
enhancements) or if such entity does not have a rating for its senior unsecured long-term debt,
then the rating then assigned to such entity as an issues rating by S&P, Moody’s or any other
rating agency agreed by the Parties as set forth in the Cover Sheet.

1.13  “Cross Default Amount” means the cross default amount, if any, set forth in the
Cover Sheet for a Party.

1.14  “Defaulting Party” has the meaning set forth in Section 5.1.

1.15  “Delivery Period” means the period of delivery for a Transaction, as specified in
the Transaction.

1.16  “Delivery Point” means the point at which the Product will be delivered and
received, as specified in the Transaction.

1.17  “Downgrade Event” has the meaning set forth on the Cover Sheet.
1.18  “Early Termination Date” has the meaning set forth in Section 5.2.
1.19  “Effective Date” has the meaning set forth on the Cover Sheet.

1.20  “Equitable Defenses” means any bankruptcy, insolvency, reorganization and other
laws affecting creditors’ rights generally, and with regard to equitable remedies, the discretion of
the court before which proceedings to obtain same may be pending.

1.21  “Event of Default” has the meaning set forth in Section 5.1.

1.22  “FERC” means the Federal Energy Regulatory Commission or any successor
government agency.

1.23  “Force Majeure” means an event or circumstance which prevents one Party from
performing its obligations under one or more Transactions, which event or circumstance was not
anticipated as of the date the Transaction was agreed to, which is not within the reasonable
control of, or the result of the negligence of, the Claiming Party, and which, by the exercise of
due diligence, the Claiming Party is unable to overcome or avoid or cause to be avoided. Force
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Majeure shall not be based on (i) the loss of Buyer’s markets; (i1) Buyer’s inability economically
to use or resell the Product purchased hereunder; (iii) the loss or failure of Seller’s supply; or (iv)
Seller’s ability to sell the Product at a price greater than the Contract Price. Neither Party may
raise a claim of Force Majeure based in whole or in part on curtailment by a Transmission
Provider unless (1) such Party has contracted for firm transmission with a Transmission Provider
for the Product to be delivered to or received at the Delivery Point and (ii) such curtailment is
due to “force majeure” or “uncontrollable force” or a similar term as defined under the
Transmission Provider’s tariff, provided, however, that existence of the foregoing factors shall
not be sufficient to conclusively or presumptively prove the existence of a Force Majeure absent
a showing of other facts and circumstances which in the aggregate with such factors establish
that a Force Majeure as defined in the first sentence hereof has occurred. The applicability of
Force Majeure to the Transaction is governed by the terms of the Products and Related
Definitions contained in Schedule P.

1.24  “Gains” means, with respect to any Party, an amount equal to the present value of
the economic benefit to it, if any (exclusive of Costs), resulting from the termination of a
Terminated Transaction, determined in a commercially reasonable manner.

1.25 “Guarantor” means, with respect to a Party, the guarantor, if any, specified for
such Party on the Cover Sheet.

1.26  “Interest Rate” means, for any date, the lesser of (a) the per annum rate of interest
equal to the prime lending rate as may from time to time be published in The Wall Street Journal
under “Money Rates™ on such day (or if not published on such day on the most recent preceding
day on which published), plus two percent (2%) and (b) the maximum rate permitted by
applicable law.

1.27  “Letter(s) of Credit” means one or more irrevocable, transferable standby letters
of credit issued by a U.S. commercial bank or a foreign bank with a U.S. branch with such bank
having a credit rating of at least A- from S&P or A3 from Moody’s, in a form acceptable to the
Party in whose favor the letter of credit is issued. Costs of a Letter of Credit shall be borne by
the applicant for such Letter of Credit.

1.28 “Losses” means, with respect to any Party, an amount equal to the present value
of the economic loss to it, if any (exclusive of Costs), resulting from termination of a Terminated
Transaction, determined in a commercially reasonable manner.

1.29  “Master Agreement” has the meaning set forth on the Cover Sheet.
1.30  “Moody’s” means Moody’s Investor Services, Inc. or its successor.

1.31 “NERC Business Day” means any day except a Saturday, Sunday or a holiday as
defined by the North American Electric Reliability Council or any successor organization
thereto. A NERC Business Day shall open at 8:00 a.m. and close at 5:00 p.m. local time for the
relevant Party’s principal place of business. The relevant Party, in each instance unless
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otherwise specified, shall be the Party from whom the notice, payment or delivery is being sent
and by whom the notice or payment or delivery is to be received.

1.32  “Non-Defaulting Party” has the meaning set forth in Section 5.2.

1.33  “Offsetting Transactions” mean any two or more outstanding Transactions,
having the same or overlapping Delivery Period(s), Delivery Point and payment date, where
under one or more of such Transactions, one Party is the Seller, and under the other such
Transaction(s), the same Party is the Buyer.

1.34  “Option” means the right but not the obligation to purchase or sell a Product as
specified in a Transaction.

1.35 “Option Buyer” means the Party specified in a Transaction as the purchaser of an
option, as defined in Schedule P.

1.36  “Option Seller” means the Party specified in a Transaction as the seller of an
option , as defined in Schedule P.

1.37 “Party A Collateral Threshold” means the collateral threshold, if any, set forth in
the Cover Sheet for Party A.

1.38  “Party B Collateral Threshold” means the collateral threshold, if any, set forth in
the Cover Sheet for Party B.

1.39 “Party A Independent Amount” means the amount , if any, set forth in the Cover
Sheet for Party A.

1.40 “Party B Independent Amount” means the amount , if any, set forth in the Cover
Sheet for Party B.

1.41 “Party A Rounding Amount” means the amount, if any, set forth in the Cover
Sheet for Party A.

1.42 “Party B Rounding Amount” means the amount, if any, set forth in the Cover
Sheet for Party B.

1.43  “Party A Tariff” means the tariff, if any, specified in the Cover Sheet for Party A.
1.44 “Party B Tariff” means the tariff, if any, specified in the Cover Sheet for Party B.

1.45 “Performance Assurance” means collateral in the form of either cash, Letter(s) of
Credit, or other security acceptable to the Requesting Party.

1.46  “Potential Event of Default” means an event which, with notice or passage of time
or both, would constitute an Event of Default.

Issued By: Bruce R. Worthington Effective Date: Effective Date of Plan of
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1.47 “Product” means electric capacity, energy or other product(s) related thereto as
specified in a Transaction by reference to a Product listed in Schedule P hereto or as otherwise
specified by the Parties in the Transaction.

1.48 “Put Option” means an Option entitling, but not obligating, the Option Buyer to
sell and deliver the Product to the Option Seller at a price equal to the Strike Price for the
Delivery Period for which the option may be exercised, all as specified in a Transaction. Upon
proper exercise of the Option by the Option Buyer, the Option Seller will be obligated to
purchase and receive the Product.

1.49  “Quantity” means that quantity of the Product that Seller agrees to make available
or sell and deliver, or cause to be delivered, to Buyer, and that Buyer agrees to purchase and
receive, or cause to be received, from Seller as specified in the Transaction.

1.50 “Recording” has the meaning set forth in Section 2.4.

1.51 “Replacement Price” means the price at which Buyer, acting in a commercially
reasonable manner, purchases at the Delivery Point a replacement for any Product specified in a
Transaction but not delivered by Seller, plus (i) costs reasonably incurred by Buyer in purchasing
such substitute Product and (ii) additional transmission charges, if any, reasonably incurred by
Buyer to the Delivery Point, or at Buyer’s option, the market price at the Delivery Point for such
Product not delivered as determined by Buyer in a commercially reasonable manner; provided,
however, in no event shall such price include any penalties, ratcheted demand or similar charges,
nor shall Buyer be required to utilize or change its utilization of its owned or controlled assets or
market positions to minimize Seller’s liability. For the purposes of this definition, Buyer shall be
considered to have purchased replacement Product to the extent Buyer shall have entered into
one or more arrangements in a commercially reasonable manner whereby Buyer repurchases its
obligation to sell and deliver the Product to another party at the Delivery Point.

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

1.53 “Sales Price” means the price at which Seller, acting in a commercially
reasonable manner, resells at the Delivery Point any Product not received by Buyer, deducting
from such proceeds any (1) costs reasonably incurred by Seller in reselling such Product and (i)
additional transmission charges, if any, reasonably incurred by Seller in delivering such Product
to the third party purchasers, or at Seller’s option, the market price at the Delivery Point for such
Product not received as determined by Seller in a commercially reasonable manner; provided,
however, in no event shall such price include any penalties, ratcheted demand or similar charges,
nor shall Seller be required to utilize or change its utilization of its owned or controlled assets,
including contractual assets, or market positions to minimize Buyer’s liability. For purposes of
this definition, Seller shall be considered to have resold such Product to the extent Seller shall
have entered into one or more arrangements in a commercially reasonable manner whereby
Seller repurchases its obligation to purchase and receive the Product from another party at the
Delivery Point.

Issued By: Bruce R. Worthington Effective Date: Effective Date of Plan of
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1.54  “Schedule” or “Scheduling” means the actions of Seller, Buyer and/or their
designated representatives, including each Party’s Transmission Providers, if applicable, of
notifying, requesting and confirming to each other the quantity and type of Product to be
delivered on any given day or days during the Delivery Period at a specified Delivery Point.

1.55 “Seller” means the Party to a Transaction that is obligated to sell and deliver, or
cause to be delivered, the Product, as specified in the Transaction.

1.56  “Settlement Amount” means, with respect to a Transaction and the Non-
Defaulting Party, the Losses or Gains, and Costs, expressed in U.S. Dollars, which such party
incurs as a result of the liquidation of a Terminated Transaction pursuant to Section 5.2.

1.57  “Strike Price” means the price to be paid for the purchase of the Product pursuant
to an Option.

1.58 “Terminated Transaction” has the meaning set forth in Section 5.2.
1.59 “Termination Payment” has the meaning set forth in Section 5.3.

1.60 “Transaction” means a particular transaction agreed to by the Parties relating to
the sale and purchase of a Product pursuant to this Master Agreement.

1.61 “Transmission Provider” means any entity or entities transmitting or transporting
the Product on behalf of Seller or Buyer to or from the Delivery Point in a particular Transaction.

ARTICLE TWO: TRANSACTION TERMS AND CONDITIONS

2.1 Transactions. A Transaction shall be entered into upon agreement of the Parties
orally or, if expressly required by either Party with respect to a particular Transaction, in writing,
including an electronic means of communication. Each Party agrees not to contest, or assert any
defense to, the validity or enforceability of the Transaction entered into in accordance with this
Master Agreement (1) based on any law requiring agreements to be in writing or to be signed by
the parties, or (i1) based on any lack of authority of the Party or any lack of authority of any
employee of the Party to enter into a Transaction.

2.2 Governing Terms. Unless otherwise specifically agreed, each Transaction between
the Parties shall be governed by this Master Agreement. This Master Agreement (including all
exhibits, schedules and any written supplements hereto), the Party A Tariff, if any, and the Party
B Tariff, if any, any designated collateral, credit support or margin agreement or similar
arrangement between the Parties and all Transactions (including any Confirmations accepted in
accordance with Section 2.3) shall form a single integrated agreement between the Parties. Any
inconsistency between any terms of this Master Agreement and any terms of the Transaction
shall be resolved in favor of the terms of such Transaction.

2.3 Confirmation. Seller may confirm a Transaction by forwarding to Buyer by facsimile
within three (3) Business Days after the Transaction is entered into a confirmation

Issued By: Bruce R. Worthington Effective Date: Effective Date of Plan of
President Reorganization
Issued on: November 30, 2001



Electric Generation LLC Original Sheet No. 18
Rate Schedule FERC No. 1

(“Confirmation”) substantially in the form of Exhibit A. If Buyer objects to any term(s) of such
Confirmation, Buyer shall notify Seller in writing of such objections within two (2) Business
Days of Buyer’s receipt thereof, failing which Buyer shall be deemed to have accepted the terms
as sent. If Seller fails to send a Confirmation within three (3) Business Days after the
Transaction is entered into, a Confirmation substantially in the form of Exhibit A, may be
forwarded by Buyer to Seller. If Seller objects to any term(s) of such Confirmation, Seller shall
notify Buyer of such objections within two (2) Business Days of Seller’s receipt thereof, failing
which Seller shall be deemed to have accepted the terms as sent. If Seller and Buyer each send a
Confirmation and neither Party objects to the other Party’s Confirmation within two (2) Business
Days of receipt, Seller’s Confirmation shall be deemed to be accepted and shall be the
controlling Confirmation, unless (i) Seller’s Confirmation was sent more than three (3) Business
Days after the Transaction was entered into and (11) Buyer’s Confirmation was sent prior to
Seller’s Confirmation, in which case Buyer’s Confirmation shall be deemed to be accepted and
shall be the controlling Confirmation. Failure by either Party to send or either Party to return an
executed Confirmation or any objection by either Party shall not invalidate the Transaction
agreed to by the Parties.

2.4 Additional Confirmation Terms. If the Parties have elected on the Cover Sheet to
make this Section 2.4 applicable to this Master Agreement, when a Confirmation contains
provisions, other than those provisions relating to the commercial terms of the Transaction (e.g.,
price or special transmission conditions), which modify or supplement the general terms and
conditions of this Master Agreement (e.g., arbitration provisions or additional representations
and warranties), such provisions shall not be deemed to be accepted pursuant to Section 2.3
unless agreed to either orally or in writing by the Parties; provided that the foregoing shall not
invalidate any Transaction agreed to by the Parties.

2.5 Recording. Unless a Party expressly objects to a Recording (defined below) at the
beginning of a telephone conversation, each Party consents to the creation of a tape or electronic
recording (“Recording”) of all telephone conversations between the Parties to this Master
Agreement, and that any such Recordings will be retained in confidence, secured from improper
access, and may be submitted in evidence in any proceeding or action relating to this Agreement.
Each Party waives any further notice of such monitoring or recording, and agrees to notify its
officers and employees of such monitoring or recording and to obtain any necessary consent of
such officers and employees. The Recording, and the terms and conditions described therein, if
admissible, shall be the controlling evidence for the Parties’ agreement with respect to a
particular Transaction in the event a Confirmation is not fully executed (or deemed accepted) by
both Parties. Upon full execution (or deemed acceptance) of a Confirmation, such Confirmation
shall control in the event of any conflict with the terms of a Recording, or in the event of any
conflict with the terms of this Master Agreement.

ARTICLE THREE: OBLIGATIONS AND DELIVERIES

3.1 Seller’s and Buyer’s Obligations. With respect to each Transaction, Seller shall sell
and deliver, or cause to be delivered, and Buyer shall purchase and receive, or cause to be
received, the Quantity of the Product at the Delivery Point, and Buyer shall pay Seller the
Contract Price; provided, however, with respect to Options, the obligations set forth in the
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preceding sentence shall only arise if the Option Buyer exercises its Option in accordance with
its terms. Seller shall be responsible for any costs or charges imposed on or associated with the
Product or its delivery of the Product up to the Delivery Point. Buyer shall be responsible for
any costs or charges imposed on or associated with the Product or its receipt at and from the
Delivery Point.

3.2 Transmission and Scheduling.  Seller shall arrange and be responsible for
transmission service to the Delivery Point and shall Schedule or arrange for Scheduling services
with its Transmission Providers, as specified by the Parties in the Transaction, or in the absence
thereof, in accordance with the practice of the Transmission Providers, to deliver the Product to
the Delivery Point. Buyer shall arrange and be responsible for transmission service at and from
the Delivery Point and shall Schedule or arrange for Scheduling services with its Transmission
Providers to receive the Product at the Delivery Point.

3.3 Force Majeure. To the extent either Party is prevented by Force Majeure from
carrying out, in whole or part, its obligations under the Transaction and such Party (the
“Claiming Party”) gives notice and details of the Force Majeure to the other Party as soon as
practicable, then, unless the terms of the Product specify otherwise, the Claiming Party shall be
excused from the performance of its obligations with respect to such Transaction (other than the
obligation to make payments then due or becoming due with respect to performance prior to the
Force Majeure). The Claiming Party shall remedy the Force Majeure with all reasonable
dispatch. The non-Claiming Party shall not be required to perform or resume performance of its
obligations to the Claiming Party corresponding to the obligations of the Claiming Party excused
by Force Majeure.

ARTICLE FOUR: REMEDIES FOR FAILURE TO DELIVER/RECEIVE

4.1 Seller Failure. If Seller fails to schedule and/or deliver all or part of the Product
pursuant to a Transaction, and such failure is not excused under the terms of the Product or by
Buyer’s failure to perform, then Seller shall pay Buyer, on the date payment would otherwise be
due in respect of the month in which the failure occurred or, if “Accelerated Payment of
Damages” 1s specified on the Cover Sheet, within five (5) Business Days of invoice receipt, an
amount for such deficiency equal to the positive difference, if any, obtained by subtracting the
Contract Price from the Replacement Price. The invoice for such amount shall include a written
statement explaining in reasonable detail the calculation of such amount.

4.2 Buyer Failure. If Buyer fails to schedule and/or receive all or part of the Product
pursuant to a Transaction and such failure is not excused under the terms of the Product or by
Seller’s failure to perform, then Buyer shall pay Seller, on the date payment would otherwise be
due in respect of the month in which the failure occurred or, if “Accelerated Payment of
Damages” is specified on the Cover Sheet, within five (5) Business Days of invoice receipt, an
amount for such deficiency equal to the positive difference, if any, obtained by subtracting the
Sales Price from the Contract Price. The invoice for such amount shall include a written
statement explaining in reasonable detail the calculation of such amount.

ARTICLE FIVE: EVENTS OF DEFAULT; REMEDIES
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5.1 Events of Default. An “Event of Default” shall mean, with respect to a Party (a

“Defaulting Party”), the occurrence of any of the following:

(a)

(b)

(©)

(d)
(e)

&)

4]

(h)

the failure to make, when due, any payment required pursuant to this
Agreement if such failure is not remedied within three (3) Business Days
after written notice;

any representation or warranty made by such Party herein is false or
misleading in any material respect when made or when deemed made or
repeated;

the failure to perform any material covenant or obligation set forth in this
Agreement (except to the extent constituting a separate Event of Default,
and except for such Party’s obligations to deliver or receive the Product,
the exclusive remedy for which is provided in Article Four) if such failure
is not remedied within three (3) Business Days after written notice;

such Party becomes Bankrupt;

the failure of such Party to satisfy the creditworthiness/collateral
requirements agreed to pursuant to Article Eight hereof;

such Party consolidates or amalgamates with, or merges with or into, or
transfers all or substantially all of its assets to, another entity and, at the
time of such consolidation, amalgamation, merger or transfer, the
resulting, surviving or transferee entity fails to assume all the obligations
of such Party under this Agreement to which it or its predecessor was a
party by operation of law or pursuant to an agreement reasonably
satisfactory to the other Party;

if the applicable cross default section in the Cover Sheet is indicated for
such Party, the occurrence and continuation of (1) a default, event of
default or other similar condition or event in respect of such Party or any
other party specified in the Cover Sheet for such Party under one or more
agreements or instruments, individually or collectively, relating to
indebtedness for borrowed money in an aggregate amount of not less than
the applicable Cross Default Amount (as specified in the Cover Sheet),
which results in such indebtedness becoming, or becoming capable at such
time of being declared, immediately due and payable or (i1) a default by
such Party or any other party specified in the Cover Sheet for such Party in
making on the due date therefor one or more payments, individually or
collectively, in an aggregate amount of not less than the applicable Cross
Default Amount (as specified in the Cover Sheet);

with respect to such Party’s Guarantor, if any:
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(1) if any representation or warranty made by a Guarantor in
connection with this Agreement is false or misleading in any
material respect when made or when deemed made or repeated;

(1)  the failure of a Guarantor to make any payment required or to
perform any other material covenant or obligation in any guaranty
made in connection with this Agreement and such failure shall not
be remedied within three (3) Business Days after written notice;

(1)  a Guarantor becomes Bankrupt;

(iv)  the failure of a Guarantor’s guaranty to be in full force and effect
for purposes of this Agreement (other than in accordance with its
terms) prior to the satisfaction of all obligations of such Party
under each Transaction to which such guaranty shall relate without
the written consent of the other Party; or

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

5.2 Declaration of an Early Termination Date and Calculation of Settlement Amounts. If
an Event of Default with respect to a Defaulting Party shall have occurred and be continuing, the
other Party (the “Non-Defaulting Party”) shall have the right (i) to designate a day, no earlier
than the day such notice is effective and no later than 20 days after such notice is effective, as an
early termination date (“Early Termination Date”) to accelerate all amounts owing between the
Parties and to liquidate and terminate all, but not less than all, Transactions (each referred to as a
“Terminated Transaction”) between the Parties, (ii) withhold any payments due to the Defaulting
Party under this Agreement and (iii) suspend performance. The Non-Defaulting Party shall
calculate, in a commercially reasonable manner, a Settlement Amount for each such Terminated
Transaction as of the Early Termination Date (or, to the extent that in the reasonable opinion of
the Non-Defaulting Party certain of such Terminated Transactions are commercially
impracticable to liquidate and terminate or may not be liquidated and terminated under
applicable law on the Early Termination Date, as soon thereafter as is reasonably practicable).

5.3 Net Out_of Settlement Amounts. The Non-Defaulting Party shall aggregate all
Settlement Amounts into a single amount by: netting out (a) all Settlement Amounts that are due
to the Defaulting Party, plus, at the option of the Non-Defaulting Party, any cash or other form of
security then available to the Non-Defaulting Party pursuant to Article Eight, plus any or all
other amounts due to the Defaulting Party under this Agreement against (b) all Settlement
Amounts that are due to the Non-Defaulting Party, plus any or all other amounts due to the Non-
Defaulting Party under this Agreement, so that all such amounts shall be netted out to a single
liquidated amount (the “Termination Payment”) payable by one Party to the other. The
Termination Payment shall be due to or due from the Non-Defaulting Party as appropriate.

5.4 Notice _of Payment of Termination Payment. As soon as practicable after a
liquidation, notice shall be given by the Non-Defaulting Party to the Defaulting Party of the
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amount of the Termination Payment and whether the Termination Payment is due to or due from
the Non-Defaulting Party. The notice shall include a written statement explaining in reasonable
detail the calculation of such amount. The Termination Payment shall be made by the Party that
owes it within two (2) Business Days after such notice is effective.

5.5 Disputes With Respect to Termination Payment. If the Defaulting Party disputes the
Non-Defaulting Party’s calculation of the Termination Payment, in whole or in part, the
Defaulting Party shall, within two (2) Business Days of receipt of Non-Defaulting Party’s
calculation of the Termination Payment, provide to the Non-Defaulting Party a detailed written
explanation of the basis for such dispute; provided, however, that if the Termination Payment is
due from the Defaulting Party, the Defaulting Party shall first transfer Performance Assurance to
the Non-Defaulting Party in an amount equal to the Termination Payment.

5.6 Closeout Setoffs.

Option A: After calculation of a Termination Payment in accordance with Section 5.3, if
the Defaulting Party would be owed the Termination Payment, the Non-Defaulting Party shall be
entitled, at its option and in its discretion, to (i) set off against such Termination Payment any
amounts due and owing by the Defaulting Party to the Non-Defaulting Party under any other
agreements, instruments or undertakings between the Defaulting Party and the Non-Defaulting
Party and/or (11) to the extent the Transactions are not yet liquidated in accordance with Section
5.2, withhold payment of the Termination Payment to the Defaulting Party. The remedy
provided for in this Section shall be without prejudice and in addition to any right of setof,
combination of accounts, lien or other right to which any Party is at any time otherwise entitled
(whether by operation of law, contract or otherwise).

Option B: After calculation of a Termination Payment in accordance with Section 5.3, if
the Defaulting Party would be owed the Termination Payment, the Non-Defaulting Party shall be
entitled, at its option and in its discretion, to (i) set off against such Termination Payment any
amounts due and owing by the Defaulting Party or any of its Affiliates to the Non-Defaulting
Party or any of its Affiliates under any other agreements, instruments or undertakings between
the Defaulting Party or any of its Affiliates and the Non-Defaulting Party or any of its Affiliates
and/or (ii) to the extent the Transactions are not yet liquidated in accordance with Section 5.2,
withhold payment of the Termination Payment to the Defaulting Party. The remedy provided for
in this Section shall be without prejudice and in addition to any right of setoff, combination of
accounts, lien or other right to which any Party is at any time otherwise entitled (whether by
operation of law, contract or otherwise).

Option C: Neither Option A nor B shall apply.

5.7 Suspension of Performance. Notwithstanding any other provision of this Master
Agreement, if (a) an Event of Default or (b) a Potential Event of Default shall have occurred and
be continuing, the Non-Defaulting Party, upon written notice to the Defaulting Party, shall have
the right (i) to suspend performance under any or all Transactions; provided, however, in no
event shall any such suspension continue for longer than ten (10) NERC Business Days with
respect to any single Transaction unless an early Termination Date shall have been declared and
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notice thereof pursuant to Section 5.2 given, and (ii) to the extent an Event of Default shall have
occurred and be continuing to exercise any remedy available at law or in equity.

ARTICLE SIX: PAYMENT AND NETTING

6.1 Billing Period. Unless otherwise specifically agreed upon by the Parties in a
Transaction, the calendar month shall be the standard period for all payments under this
Agreement (other than Termination Payments and, if “Accelerated Payment of Damages” is
specified by the Parties in the Cover Sheet, payments pursuant to Section 4.1 or 4.2 and Option
premium payments pursuant to Section 6.7). As soon as practicable after the end of each month,
each Party will render to the other Party an invoice for the payment obligations, if any, incurred
hereunder during the preceding month.

6.2 Timeliness of Payment. Unless otherwise agreed by the Parties in a Transaction, all
invoices under this Master Agreement shall be due and payable in accordance with each Party’s
invoice instructions on or before the later of the twentieth (20th) day of each month, or tenth
(10th) day after receipt of the invoice or, if such day is not a Business Day, then on the next
Business Day. Each Party will make payments by electronic funds transfer, or by other mutually
agreeable method(s), to the account designated by the other Party. Any amounts not paid by the
due date will be deemed delinquent and will accrue interest at the Interest Rate, such interest to
be calculated from and including the due date to but excluding the date the delinquent amount is
paid in full.

6.3 Disputes and Adjustments of Invoices. A Party may, in good faith, dispute the
correctness of any invoice or any adjustment to an invoice, rendered under this Agreement or
adjust any invoice for any arithmetic or computational error within twelve (12) months of the
date the invoice, or adjustment to an invoice, was rendered. In the event an invoice or portion
thereof, or any other claim or adjustment arising hereunder, is disputed, payment of the
undisputed portion of the invoice shall be required to be made when due, with notice of the
objection given to the other Party. Any invoice dispute or invoice adjustment shall be in writing
and shall state the basis for the dispute or adjustment. Payment of the disputed amount shall not
be required until the dispute is resolved. Upon resolution of the dispute, any required payment
shall be made within two (2) Business Days of such resolution along with interest accrued at the
Interest Rate from and including the due date to but excluding the date paid. Inadvertent
overpayments shall be returned upon request or deducted by the Party receiving such
overpayment from subsequent payments, with interest accrued at the Interest Rate from and
including the date of such overpayment to but excluding the date repaid or deducted by the Party
receiving such overpayment. Any dispute with respect to an invoice is waived unless the other
Party is notified in accordance with this Section 6.3 within twelve (12) months after the invoice
is rendered or any specific adjustment to the invoice is made. If an invoice is not rendered
within twelve (12) months after the close of the month during which performance of a
Transaction occurred, the right to payment for such performance is waived.

6.4 Netting of Payments. The Parties hereby agree that they shall discharge mutual debts
and payment obligations due and owing to each other on the same date pursuant to all
Transactions through netting, in which case all amounts owed by each Party to the other Party
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for the purchase and sale of Products during the monthly billing period under this Master
Agreement, including any related damages calculated pursuant to Article Four (unless one of the
Parties elects to accelerate payment of such amounts as permitted by Article Four), interest, and
payments or credits, shall be netted so that only the excess amount remaining due shall be paid
by the Party who owes it.

6.5 Payment Obligation Absent Netting. If no mutual debts or payment obligations exist
and only one Party owes a debt or obligation to the other during the monthly billing period,
including, but not limited to, any related damage amounts calculated pursuant to Article Four,
interest, and payments or credits, that Party shall pay such sum in full when due.

6.6 Security. Unless the Party benefiting from Performance Assurance or a guaranty
notifies the other Party in writing, and except in connection with a liquidation and termination in
accordance with Article Five, all amounts netted pursuant to this Article Six shall not take into
account or include any Performance Assurance or guaranty which may be in effect to secure a
Party’s performance under this Agreement.

6.7 Payment for Options. The premium amount for the purchase of an Option shall be
paid within two (2) Business Days of receipt of an invoice from the Option Seller. Upon
exercise of an Option, payment for the Product underlying such Option shall be due in
accordance with Section 6.1.

6.8 Transaction Netting. If the Parties enter into one or more Transactions, which in
conjunction with one or more other outstanding Transactions, constitute Offsetting Transactions,
then all such Offsetting Transactions may by agreement of the Parties, be netted into a single
Transaction under which:

(a) the Party obligated to deliver the greater amount of Energy will deliver the
difference between the total amount it is obligated to deliver and the total
amount to be delivered to it under the Offsetting Transactions, and

(b) the Party owing the greater aggregate payment will pay the net difference
owed between the Parties.

Each single Transaction resulting under this Section shall be deemed part of the single,
indivisible contractual arrangement between the parties, and once such resulting Transaction
occurs, outstanding obligations under the Offsetting Transactions which are satisfied by such
offset shall terminate.

ARTICLE SEVEN: LIMITATIONS

7.1 Limitation of Remedies, Liability and Damages. EXCEPT AS SET FORTH
HEREIN, THERE IS NO WARRANTY OF MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE, AND ANY AND ALL IMPLIED WARRANTIES ARE
DISCLAIMED. THE PARTIES CONFIRM THAT THE EXPRESS REMEDIES AND
MEASURES OF DAMAGES PROVIDED IN THIS AGREEMENT SATISFY THE
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ESSENTIAL PURPOSES HEREOF. FOR BREACH OF ANY PROVISION FOR WHICH AN
EXPRESS REMEDY OR MEASURE OF DAMAGES IS PROVIDED, SUCH EXPRESS
REMEDY OR MEASURE OF DAMAGES SHALL BE THE SOLE AND EXCLUSIVE
REMEDY, THE OBLIGOR’S LIABILITY SHALL BE LIMITED AS SET FORTH IN SUCH
PROVISION AND ALL OTHER REMEDIES OR DAMAGES AT LAW OR IN EQUITY ARE
WAIVED. IF NO REMEDY OR MEASURE OF DAMAGES IS EXPRESSLY PROVIDED
HEREIN OR IN A TRANSACTION, THE OBLIGOR’S LIABILITY SHALL BE LIMITED
TO DIRECT ACTUAL DAMAGES ONLY, SUCH DIRECT ACTUAL DAMAGES SHALL
BE THE SOLE AND EXCLUSIVE REMEDY AND ALL OTHER REMEDIES OR
DAMAGES AT LAW OR IN EQUITY ARE WAIVED. UNLESS EXPRESSLY HEREIN
PROVIDED, NEITHER PARTY SHALL BE LIABLE FOR CONSEQUENTIAL,
INCIDENTAL, PUNITIVE, EXEMPLARY OR INDIRECT DAMAGES, LOST PROFITS OR
OTHER BUSINESS INTERRUPTION DAMAGES, BY STATUTE, IN TORT OR
CONTRACT, UNDER ANY INDEMNITY PROVISION OR OTHERWISE. IT IS THE
INTENT OF THE PARTIES THAT THE LIMITATIONS HEREIN IMPOSED ON REMEDIES
AND THE MEASURE OF DAMAGES BE WITHOUT REGARD TO THE CAUSE OR
CAUSES RELATED THERETO, INCLUDING THE NEGLIGENCE OF ANY PARTY,
WHETHER SUCH NEGLIGENCE BE SOLE, JOINT OR CONCURRENT, OR ACTIVE OR
PASSIVE. TO THE EXTENT ANY DAMAGES REQUIRED TO BE PAID HEREUNDER
ARE LIQUIDATED, THE PARTIES ACKNOWLEDGE THAT THE DAMAGES ARE
DIFFICULT OR IMPOSSIBLE TO DETERMINE, OR OTHERWISE OBTAINING AN
ADEQUATE REMEDY IS INCONVENIENT AND THE DAMAGES CALCULATED
HEREUNDER CONSTITUTE A REASONABLE APPROXIMATION OF THE HARM OR
LOSS.

ARTICLE EIGHT: CREDIT AND COLLATERAL REQUIREMENTS

8.1 Party A Credit Protection. The applicable credit and collateral requirements shall be
as specified on the Cover Sheet. If no option in Section 8.1(a) is specified on the Cover Sheet,
Section 8.1(a) Option C shall apply exclusively. If none of Sections 8.1(b), 8.1(c) or 8.1(d) are
specified on the Cover Sheet, Section 8.1(b) shall apply exclusively.

(a) Financial Information. Option A: If requested by Party A, Party B shall
deliver (i) within 120 days following the end of each fiscal year, a copy of Party B’s annual
report containing audited consolidated financial statements for such fiscal year and (ii) within 60
days after the end of each of its first three fiscal quarters of each fiscal year, a copy of Party B’s
quarterly report containing unaudited consolidated financial statements for such fiscal quarter.
In all cases the statements shall be for the most recent accounting period and prepared in
accordance with generally accepted accounting principles; provided, however, that should any
such statements not be available on a timely basis due to a delay in preparation or certification,
such delay shall not be an Event of Default so long as Party B diligently pursues the preparation,
certification and delivery of the statements.

Option B: If requested by Party A, Party B shall deliver (i) within 120 days following the
end of each fiscal year, a copy of the annual report containing audited consolidated financial
statements for such fiscal year for the party(s) specified on the Cover Sheet and (it) within 60
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days after the end of each of its first three fiscal quarters of each fiscal year, a copy of quarterly
report containing unaudited consolidated financial statements for such fiscal quarter for the
party(s) specified on the Cover Sheet. In all cases the statements shall be for the most recent
accounting period and shall be prepared in accordance with generally accepted accounting
principles; provided, however, that should any such statements not be available on a timely basis
due to a delay in preparation or certification, such delay shall not be an Event of Default so long
as the relevant entity diligently pursues the preparation, certification and delivery of the
statements.

Option C: Party A may request from Party B the information specified in the Cover
Sheet.

(b) Credit Assurances. If Party A has reasonable grounds to believe that Party
B’s creditworthiness or performance under this Agreement has become unsatisfactory, Party A
will provide Party B with written notice requesting Performance Assurance in an amount
determined by Party A in a commercially reasonable manner. Upon receipt of such notice Party
B shall have three (3) Business Days to remedy the situation by providing such Performance
Assurance to Party A. In the event that Party B fails to provide such Performance Assurance, or
a guaranty or other credit assurance acceptable to Party A within three (3) Business Days of
receipt of notice, then an Event of Default under Article Five will be deemed to have occurred
and Party A will be entitled to the remedies set forth in Article Five of this Master Agreement.

(c) Collateral Threshold. If at any time and from time to time during the term
of this Agreement (and notwithstanding whether an Event of Default has occurred), the
Termination Payment that would be owed to Party A plus Party B’s Independent Amount, if any,
exceeds the Party B Collateral Threshold, then Party A, on any Business Day, may request that
Party B provide Performance Assurance in an amount equal to the amount by which the
Termination Payment plus Party B’s Independent Amount, if any, exceeds the Party B Collateral
Threshold (rounding upwards for any fractional amount to the next Party B Rounding Amount)
(“Party B Performance Assurance”), less any Party B Performance Assurance already posted
with Party A. Such Party B Performance Assurance shall be delivered to Party A within three
(3) Business Days of the date of such request. On any Business Day (but no more frequently
than weekly with respect to Letters of Credit and daily with respect to cash), Party B, at its sole
cost, may request that such Party B Performance Assurance be reduced correspondingly to the
amount of such excess Termination Payment plus Party B’s Independent Amount, if any,
(rounding upwards for any fractional amount to the next Party B Rounding Amount). In the
event that Party B fails to provide Party B Performance Assurance pursuant to the terms of this
Article Eight within three (3) Business Days, then an Event of Default under Article Five shall
be deemed to have occurred and Party A will be entitled to the remedies set forth in Article Five
of this Master Agreement.

For purposes of this Section 8.1(c), the calculation of the Termination Payment shall be
calculated pursuant to Section 5.3 by Party A as if all outstanding Transactions had been
liquidated, and in addition thereto, shall include all amounts owed but not yet paid by Party B to
Party A, whether or not such amounts are due, for performance already provided pursuant to any
and all Transactions.
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(d) Downgrade Event. If at any time there shall occur a Downgrade Event in
respect of Party B, then Party A may require Party B to provide Performance Assurance in an
amount determined by Party A in a commercially reasonable manner. In the event Party B shall
fail to provide such Performance Assurance or a guaranty or other credit assurance acceptable to
Party A within three (3) Business Days of receipt of notice, then an Event of Default shall be
deemed to have occurred and Party A will be entitled to the remedies set forth in Article Five of
this Master Agreement.

(e) If specified on the Cover Sheet, Party B shall deliver to Party A, prior to
or concurrently with the execution and delivery of this Master Agreement a guarantee in an
amount not less than the Guarantee Amount specified on the Cover Sheet and in a form
reasonably acceptable to Party A.

8.2 Party B Credit Protection. The applicable credit and collateral requirements shall be
as specified on the Cover Sheet. If no option in Section 8.2(a) is specified on the Cover Sheet,
Section 8.2(a) Option C shall apply exclusively. If none of Sections 8.2(b), 8.2(c) or 8.2(d) are
specified on the Cover Sheet, Section 8.2(b) shall apply exclusively.

(a) Financial Information. Option A: If requested by Party B, Party A shall
deliver (i) within 120 days following the end of each fiscal year, a copy of Party A’s annual
report containing audited consolidated financial statements for such fiscal year and (ii) within 60
days after the end of each of its first three fiscal quarters of each fiscal year, a copy of such
Party’s quarterly report containing unaudited consolidated financial statements for such fiscal
quarter. In all cases the statements shall be for the most recent accounting period and prepared in
accordance with generally accepted accounting principles; provided, however, that should any
such statements not be available on a timely basis due to a delay in preparation or certification,
such delay shall not be an Event of Default so long as such Party diligently pursues the
preparation, certification and delivery of the statements.

Option B: If requested by Party B, Party A shall deliver (i) within 120 days following the
end of each fiscal year, a copy of the annual report containing audited consolidated financial
statements for such fiscal year for the party(s) specified on the Cover Sheet and (ii) within 60
days after the end of each of its first three fiscal quarters of each fiscal year, a copy of quarterly
report containing unaudited consolidated financial statements for such fiscal quarter for the
party(s) specified on the Cover Sheet. In all cases the statements shall be for the most recent
accounting period and shall be prepared in accordance with generally accepted accounting
principles; provided, however, that should any such statements not be available on a timely basis
due to a delay in preparation or certification, such delay shall not be an Event of Default so long
as the relevant entity diligently pursues the preparation, certification and delivery of the
statements.

Option C: Party B may request from Party A the information specified in the Cover
Sheet.

(b) Credit Assurances. If Party B has reasonable grounds to believe that Party
A’s creditworthiness or performance under this Agreement has become unsatisfactory, Party B
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will provide Party A with written notice requesting Performance Assurance in an amount
determined by Party B in a commercially reasonable manner. Upon receipt of such notice Party
A shall have three (3) Business Days to remedy the situation by providing such Performance
Assurance to Party B. In the event that Party A fails to provide such Performance Assurance, or
a guaranty or other credit assurance acceptable to Party B within three (3) Business Days of
receipt of notice, then an Event of Default under Article Five will be deemed to have occurred
and Party B will be entitled to the remedies set forth in Article Five of this Master Agreement.

(c) Collateral Threshold. If at any time and from time to time during the term
of this Agreement (and notwithstanding whether an Event of Default has occurred), the
Termination Payment that would be owed to Party B plus Party A’s Independent Amount, if any,
exceeds the Party A Collateral Threshold, then Party B, on any Business Day, may request that
Party A provide Performance Assurance in an amount equal to the amount by which the
Termination Payment plus Party A’s Independent Amount, if any, exceeds the Party A Collateral
Threshold (rounding upwards for any fractional amount to the next Party A Rounding Amount)
(“Party A Performance Assurance”), less any Party A Performance Assurance already posted
with Party B. Such Party A Performance Assurance shall be delivered to Party B within three (3)
Business Days of the date of such request. On any Business Day (but no more frequently than
weekly with respect to Letters of Credit and daily with respect to cash), Party A, at its sole cost,
may request that such Party A Performance Assurance be reduced correspondingly to the amount
of such excess Termination Payment plus Party A’s Independent Amount, if any, (rounding
upwards for any fractional amount to the next Party A Rounding Amount). In the event that
Party A fails to provide Party A Performance Assurance pursuant to the terms of this Article
Eight within three (3) Business Days, then an Event of Default under Article Five shall be
deemed to have occurred and Party B will be entitled to the remedies set forth in Article Five of
this Master Agreement.

For purposes of this Section 8.2(c), the calculation of the Termination Payment shall be
calculated pursuant to Section 5.3 by Party B as if all outstanding Transactions had been
liquidated, and in addition thereto, shall include all amounts owed but not yet paid by Party A to
Party B, whether or not such amounts are due, for performance already provided pursuant to any
and all Transactions.

(d) Downgrade Event. If at any time there shall occur a Downgrade Event in
respect of Party A, then Party B may require Party A to provide Performance Assurance in an
amount determined by Party B in a commercially reasonable manner. In the event Party A shall
fail to provide such Performance Assurance or a guaranty or other credit assurance acceptable to
Party B within three (3) Business Days of receipt of notice, then an Event of Default shall be
deemed to have occurred and Party B will be entitled to the remedies set forth in Article Five of
this Master Agreement.

(e) If specified on the Cover Sheet, Party A shall deliver to Party B, prior to
or concurrently with the execution and delivery of this Master Agreement a guarantee in an
amount not less than the Guarantee Amount specified on the Cover Sheet and in a form
reasonably acceptable to Party B.
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8.3 Grant of Security Interest/Remedies. To secure its obligations under this Agreement
and to the extent either or both Parties deliver Performance Assurance hereunder, each Party (a
“Pledgor”) hereby grants to the other Party (the “Secured Party”) a present and continuing
security interest in, and lien on (and right of setoff against), and assignment of, all cash collateral
and cash equivalent collateral and any and all proceeds resulting therefrom or the liquidation
thereof, whether now or hereafter held by, on behalf of, or for the benefit of, such Secured Party,
and each Party agrees to take such action as the other Party reasonably requires in order to
perfect the Secured Party’s first-priority security interest in, and lien on (and right of setoff
against), such collateral and any and all proceeds resulting therefrom or from the liquidation
thereof. Upon or any time after the occurrence or deemed occurrence and during the
continuation of an Event of Default or an Early Termination Date, the Non-Defaulting Party may
do any one or more of the following: (i) exercise any of the rights and remedies of a Secured
Party with respect to all Performance Assurance, including any such rights and remedies under
law then in effect; (ii) exercise its rights of setoff against any and all property of the Defaulting
Party in the possession of the Non-Defaulting Party or its agent; (iii) draw on any outstanding
Letter of Credit issued for its benefit; and (iv) liquidate all Performance Assurance then held by
or for the benefit of the Secured Party free from any claim or right of any nature whatsoever of
the Defaulting Party, including any equity or right of purchase or redemption by the Defaulting
Party. The Secured Party shall apply the proceeds of the collateral realized upon the exercise of
any such rights or remedies to reduce the Pledgor’s obligations under the Agreement (the
Pledgor remaining liable for any amounts owing to the Secured Party after such application),
subject to the Secured Party’s obligation to return any surplus proceeds remaining after such
obligations are satisfied in full.

ARTICLE NINE: GOVERNMENTAL CHARGES

9.1 Cooperation. Each Party shall use reasonable efforts to implement the provisions of
and to administer this Master Agreement in accordance with the intent of the parties to minimize
all taxes , so long as neither Party is materially adversely affected by such efforts.

9.2 Governmental Charges. Seller shall pay or cause to be paid all taxes imposed by any
government authority(“Governmental Charges”) on or with respect to the Product or a
Transaction arising prior to the Delivery Point. Buyer shall pay or cause to be paid all
Governmental Charges on or with respect to the Product or a Transaction at and from the
Delivery Point (other than ad valorem, franchise or income taxes which are related to the sale of
the Product and are, therefore, the responsibility of the Seller). In the event Seller is required by
law or regulation to remit or pay Governmental Charges which are Buyer’s responsibility
hereunder, Buyer shall promptly reimburse Seller for such Governmental Charges. If Buyer is
required by law or regulation to remit or pay Governmental Charges which are Seller’s
responsibility hereunder, Buyer may deduct the amount of any such Governmental Charges from
the sums due to Seller under Article 6 of this Agreement. Nothing shall obligate or cause a Party
to pay or be liable to pay any Governmental Charges for which it is exempt under the law.

ARTICLE TEN: MISCELLANEOUS
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10.1 Term of Master Agreement. The term of this Master Agreement shall commence
on the Effective Date and shall remain in effect until terminated by either Party upon (thirty) 30
days’ prior written notice; provided, however, that such termination shall not affect or excuse the
performance of either Party under any provision of this Master Agreement that by its terms
survives any such termination and, provided further, that this Master Agreement and any other
documents executed and delivered hereunder shall remain in effect with respect to the
Transaction(s) entered into prior to the effective date of such termination until both Parties have
fulfilled all of their obligations with respect to such Transaction(s), or such Transaction(s) that
have been terminated under Section 5.2 of this Agreement.

10.2 Representations and Warranties. On the Effective Date and the date of entering
into each Transaction, each Party represents and warrants to the other Party that:

Q) it is duly organized, validly existing and in good standing under the laws
of the jurisdiction of its formation;

(i) it has all regulatory authorizations necessary for it to legally perform its
obligations under this Master Agreement and each Transaction (including
any Confirmation accepted in accordance with Section 2.3);

(i)  the execution, delivery and performance of this Master Agreement and
each Transaction (including any Confirmation accepted in accordance
with Section 2.3) are within its powers, have been duly authorized by all
necessary action and do not violate any of the terms and conditions in its
governing documents, any contracts to which it is a party or any law, rule,
regulation, order or the like applicable to it;

(iv)  this Master Agreement, each Transaction (including any Confirmation
accepted in accordance with Section 2.3), and each other document
executed and delivered in accordance with this Master Agreement
constitutes its legally valid and binding obligation enforceable against it in
accordance with its terms; subject to any Equitable Defenses.

(v) 1t 1s not Bankrupt and there are no proceedings pending or being
contemplated by it or, to its knowledge, threatened against it which would
result in it being or becoming Bankrupt;

(vi)  there is not pending or, to its knowledge, threatened against it or any of its
Affiliates any legal proceedings that could materially adversely affect its
ability to perform its obligations under this Master Agreement and each
Transaction (including any Confirmation accepted in accordance with
Section 2.3);

(vii) no Event of Default or Potential Event of Default with respect to it has
occurred and is continuing and no such event or circumstance would occur
as a result of its entering into or performing its obligations under this
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Master Agreement and each Transaction (including any Confirmation
accepted in accordance with Section 2.3);

(viil) it is acting for its own account, has made its own independent decision to
enter into this Master Agreement and each Transaction (including any
Confirmation accepted in accordance with Section 2.3) and as to whether
this Master Agreement and each such Transaction (including any
Confirmation accepted in accordance with Section 2.3) is appropriate or
proper for it based upon its own judgment, is not relying upon the advice
or recommendations of the other Party in so doing, and is capable of
assessing the merits of and understanding, and understands and accepts,
the terms, conditions and risks of this Master Agreement and each
Transaction (including any Confirmation accepted in accordance with
Section 2.3);

(ix) it 1s a “forward contract merchant” within the meaning of the United
States Bankruptcy Code;

x) it has entered into this Master Agreement and each Transaction (including
any Confirmation accepted in accordance with Section 2.3) in connection
with the conduct of its business and it has the capacity or ability to make
or take delivery of all Products referred to in the Transaction to which it is
a Party;

(xi)  with respect to each Transaction (including any Confirmation accepted in
accordance with Section 2.3) involving the purchase or sale of a Product
or an Option, it is a producer, processor, commercial user or merchant
handling the Product, and it is entering into such Transaction for purposes
related to its business as such; and

(xi1) the material economic terms of each Transaction are subject to individual
negotiation by the Parties.

10.3 Title and Risk of Loss. Title to and risk of loss related to the Product shall
transfer from Seller to Buyer at the Delivery Point. Seller warrants that it will deliver to Buyer
the Quantity of the Product free and clear of all liens, security interests, claims and
encumbrances or any interest therein or thereto by any person arising prior to the Delivery Point.

10.4 Indemnity. Each Party shall indemnify, defend and hold harmless the other Party
from and against any Claims arising from or out of any event, circumstance, act or incident first
occurring or existing during the period when control and title to Product is vested in such Party
as provided in Section 10.3. Each Party shall indemnify, defend and hold harmless the other
Party against any Governmental Charges for which such Party is responsible under Article Nine.

10.5 Assignment. Neither Party shall assign this Agreement or its rights hereunder
without the prior written consent of the other Party, which consent may be withheld in the
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exercise of its sole discretion; provided, however, either Party may, without the consent of the
other Party (and without relieving itself from liability hereunder), (i) transfer, sell, pledge,
encumber or assign this Agreement or the accounts, revenues or proceeds hereof in connection
with any financing or other financial arrangements, (ii) transfer or assign this Agreement to an
affiliate of such Party which affiliate’s creditworthiness is equal to or higher than that of such
Party, or (ii1) transfer or assign this Agreement to any person or entity succeeding to all or
substantially all of the assets whose creditworthiness is equal to or higher than that of such Party;
provided, however, that in each such case, any such assignee shall agree in writing to be bound
by the terms and conditions hereof and so long as the transferring Party delivers such tax and
enforceability assurance as the non-transferring Party may reasonably request.

10.6  Govemning Law. THIS AGREEMENT AND THE RIGHTS AND DUTIES OF
THE PARTIES HEREUNDER SHALL BE GOVERNED BY AND CONSTRUED,
ENFORCED AND PERFORMED IN ACCORDANCE WITH THE LAWS OF THE STATE
OF NEW YORK, WITHOUT REGARD TO PRINCIPLES OF CONFLICTS OF LAW. EACH
PARTY WAIVES ITS RESPECTIVE RIGHT TO ANY JURY TRIAL WITH RESPECT TO
ANY LITIGATION ARISING UNDER OR IN CONNECTION WITH THIS AGREEMENT.

10.7 Notices. All notices, requests, statements or payments shall be made as specified
in the Cover Sheet. Notices (other than scheduling requests) shall, unless otherwise specified
herein, be in writing and may be delivered by hand delivery, United States mail, overnight
courier service or facsimile. Notice by facsimile or hand delivery shall be effective at the close
of business on the day actually received, if received during business hours on a Business Day,
and otherwise shall be effective at the close of business on the next Business Day. Notice by
overnight United States mail or courier shall be effective on the next Business Day after it was
sent. A Party may change its addresses by providing notice of same in accordance herewith.

10.8  General. This Master Agreement (including the exhibits, schedules and any
written supplements hereto), the Party A Tariff, if any, the Party B Tariff, if any, any designated
collateral, credit support or margin agreement or similar arrangement between the Parties and all
Transactions (including any Confirmation accepted in accordance with Section 2.3) constitute
the entire agreement between the Parties relating to the subject matter. Notwithstanding the
foregoing, any collateral, credit support or margin agreement or similar arrangement between the
Parties shall, upon designation by the Parties, be deemed part of this Agreement and shall be
mcorporated herein by reference. This Agreement shall be considered for all purposes as
prepared through the joint efforts of the parties and shall not be construed against one party or
the other as a result of the preparation, substitution, submission or other event of negotiation,
drafting or execution hereof. Except to the extent herein provided for, no amendment or
modification to this Master Agreement shall be enforceable unless reduced to writing and
executed by both Parties. Each Party agrees if it seeks to amend any applicable wholesale power
sales tariff during the term of this Agreement, such amendment will not in any way affect
outstanding Transactions under this Agreement without the prior written consent of the other
Party. Each Party further agrees that it will not assert, or defend itself, on the basis that any
applicable tariff is inconsistent with this Agreement. This Agreement shall not impart any rights
enforceable by any third party (other than a permitted successor or assignee bound to this
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Agreement). Waiver by a Party of any default by the other Party shall not be construed as a
waiver of any other default. Any provision declared or rendered unlawful by any applicable
court of law or regulatory agency or deemed unlawful because of a statutory change
(individually or collectively, such events referred to as “Regulatory Event”) will not otherwise
affect the remaining lawful obligations that arise under this Agreement; and provided, further,
that if a Regulatory Event occurs, the Parties shall use their best efforts to reform this Agreement
in order to give effect to the original intention of the Parties. The term “including” when used in
this Agreement shall be by way of example only and shall not be considered in any way to be in
limitation. The headings used herein are for convenience and reference purposes only. All
indemnity and audit rights shall survive the termination of this Agreement for twelve (12)
months. This Agreement shall be binding on each Party’s successors and permitted assigns.

10.9  Audit. Each Party has the right, at its sole expense and during normal working
hours, to examine the records of the other Party to the extent reasonably necessary to verify the
accuracy of any statement, charge or computation made pursuant to this Master Agreement. If
requested, a Party shall provide to the other Party statements evidencing the Quantity delivered
at the Delivery Point. If any such examination reveals any inaccuracy in any statement, the
necessary adjustments in such statement and the payments thereof will be made promptly and
shall bear interest calculated at the Interest Rate from the date the overpayment or underpayment
was made until paid; provided, however, that no adjustment for any statement or payment will be
made unless objection to the accuracy thereof was made prior to the lapse of twelve (12) months
from the rendition thereof, and thereafter any objection shall be deemed waived.

10.10 Forward Contract. The Parties acknowledge and agree that all Transactions
constitute “forward contracts” within the meaning of the United States Bankruptcy Code.

10.11 Confidentiality. If the Parties have elected on the Cover Sheet to make this
Section 10.11 applicable to this Master Agreement, neither Party shall disclose the terms or
conditions of a Transaction under this Master Agreement to a third party (other than the Party’s
employees, lenders, counsel, accountants or advisors who have a need to know such information
and have agreed to keep such terms confidential) except in order to comply with any applicable
law, regulation, or any exchange, control area or independent system operator rule or in
connection with any court or regulatory proceeding; provided, however, each Party shall, to the
extent practicable, use reasonable efforts to prevent or limit the disclosure. The Parties shall be
entitled to all remedies available at law or in equity to enforce, or seek relief in connection with,
this confidentiality obligation.
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SCHEDULE M

(THIS SCHEDULE IS INCLUDED IF THE APPROPRIATE BOX ON THE COVER
SHEET IS MARKED INDICATING A PARTY IS A GOVERNMENTAL ENTITY OR
PUBLIC POWER SYSTEM)

A. The Parties agree to add the following definitions in Article One.

1
“Act” means ;

“Governmental Entity or Public Power System” means a
municipality, county, governmental board, public power authority, public
utility district, joint action agency, or other similar political subdivision or
public entity of the United States, one or more States or territories or any
combination thereof.

“Special Fund” means a fund or account of the Governmental
Entity or Public Power System set aside and or pledged to satisfy the
Public Power System’s obligations hereunder out of which amounts shall
be paid to satisfy all of the Public Power System’s obligations under this
Master Agreement for the entire Delivery Period.

B. The following sentence shall be added to the end of the definition of “Force
Majeure” in Article One.

If the Claiming Party is a Governmental Entity or Public Power System,
Force Majeure does not include any action taken by the Governmental
Entity or Public Power System in its governmental capacity.

C. The Parties agree to add the following representations and warranties to
Section 10.2:

Further and with respect to a Party that is a Governmental Entity or
Public Power System, such Governmental Entity or Public Power System
represents and warrants to the other Party continuing throughout the term
of this Master Agreement, with respect to this Master Agreement and each
Transaction, as follows: (i) all acts necessary to the valid execution,
delivery and performance of this Master Agreement, including without
limitation, competitive bidding, public notice, election, referendum, prior
appropriation or other required procedures has or will be taken and
performed as required under the Act and the Public Power System’s
ordinances, bylaws or other regulations, (i1) all persons making up the
governing body of Governmental Entity or Public Power System are the

' Cite the state enabling and other relevant statutes applicable to Governmental Entity or

Public Power System.
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duly elected or appointed incumbents in their positions and hold such
positions in good standing in accordance with the Act and other applicable
law, (ui) entry into and performance of this Master Agreement by
Governmental Entity or Public Power System are for a proper public
purpose within the meaning of the Act and all other relevant
constitutional, organic or other governing documents and applicable law,
(iv) the term of this Master Agreement does not extend beyond any
applicable limitation imposed by the Act or other relevant constitutional,
organic or other governing documents and applicable law, (v) the Public
Power System’s obligations to make payments hereunder are
unsubordinated obligations and such payments are (a) operating and
maintenance costs (or similar designation) which enjoy first priority of
payment at all times under any and all bond ordinances or indentures to
which it is a party, the Act and all other relevant constitutional, organic or
other governing documents and applicable law or (b) otherwise not subject
to any prior claim under any and all bond ordinances or indentures to
which it is a party, the Act and all other relevant constitutional, organic or
other governing documents and applicable law and are available without
limitation or deduction to satisfy all Governmental Entity or Public Power
System’ obligations hereunder and under each Transaction or (c) are to be
made solely from a Special Fund, (vi) entry into and performance of this
Master Agreement and each Transaction by the Governmental Entity or
Public Power System will not adversely affect the exclusion from gross
income for federal income tax purposes of interest on any obligation of
Governmental Entity or Public Power System otherwise entitled to such
exclusion, and (vii) obligations to make payments hereunder do not
constitute any kind of indebtedness of Governmental Entity or Public
Power System or create any kind of lien on, or security interest in, any
property or revenues of Governmental Entity or Public Power System
which, in either case, is proscribed by any provision of the Act or any
other relevant constitutional, organic or other governing documents and
applicable law, any order or judgment of any court or other agency of
government applicable to it or its assets, or any contractual restriction
binding on or affecting it or any of its assets.

D. The Parties agree to add the following sections to Article Three:

Section 3.4 Public Power System’s Deliveries. On the Effective
Date and as a condition to the obligations of the other Party under this
Agreement, Governmental Entity or Public Power System shall provide
the other Party hereto (i) certified copies of all ordinances, resolutions,
public notices and other documents evidencing the necessary
authorizations with respect to the execution, delivery and performance by
Governmental Entity or Public Power System of this Master Agreement
and (ii) an opinion of counsel for Governmental Entity or Public Power
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System, in form and substance reasonably satisfactory to the Other Party,
regarding the validity, binding effect and enforceability of this Master
Agreement against Governmental Entity or Public Power System in
respect of the Act and all other relevant constitutional organic or other
governing documents and applicable law.

Section 3.5 No Immunity Claim. Governmental Entity or Public
Power System warrants and covenants that with respect to its contractual
obligations hereunder and performance thereof, it will not claim immunity
on the grounds of sovereignty or similar grounds with respect to itself or
its revenues or assets from (a) suit, (b) jurisdiction of court (including a
court located outside the jurisdiction of its organization), (c) relief by way
of injunction, order for specific performance or recovery of property, (d)
attachment of assets, or (e) execution or enforcement of any judgment.

E. If the appropriate box is checked on the Cover Sheet, as an alternative to selecting
one of the options under Section 8.3, the Parties agree to add the following section to Article
Three:

Section 3.6  Governmental Entity or Public Power System
Security. With respect to each Transaction, Governmental Entity or
Public Power System shall either (i) have created and set aside a Special
Fund or (i1) upon execution of this Master Agreement and prior to the
commencement of each subsequent fiscal year of Governmental Entity or
Public Power System during any Delivery Period, have obtained all
necessary budgetary approvals and certifications for payment of all of its
obligations under this Master Agreement for such fiscal year; any breach
of this provision shall be deemed to have arisen during a fiscal period of
Governmental Entity or Public Power System for which budgetary
approval or certification of its obligations under this Master Agreement is
in effect and, notwithstanding anything to the contrary in Article Four, an
Early Termination Date shall automatically and without further notice
occur hereunder as of such date wherein Governmental Entity or Public
Power System shall be treated as the Defaulting Party. Governmental
Entity or Public Power System shall have allocated to the Special Fund or
its general funds a revenue base that is adequate to cover Public Power
System’s payment obligations hereunder throughout the entire Delivery
Period.

F. If the appropriate box is checked on the Cover Sheet, the Parties agree to add the
following section to Article Eight:

Section 8.4 Governmental Security. As security for payment and
performance of Public Power System’s obligations hereunder, Public
Power System hereby pledges, sets over, assigns and grants to the other
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Party a security interest in all of Public Power System’s right, title and
interest in and to [specify collateral].

G. The Parties agree to add the following sentence at the end of Section 10.6 -
Governing Law:
NOTWITHSTANDING THE FOREGOING, IN RESPECT OF THE
APPLICABILITY OF THE ACT AS HEREIN PROVIDED, THE LAWS
OF THE STATE OF > SHALL APPLY.
“
2 Insert relevant state for Governmental Entity or Public Power System.
S~
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SCHEDULE P: PRODUCTS AND RELATED DEFINITIONS

“Ancillary Services” means any of the services identified by a Transmission Provider in
its transmission tariff as “ancillary services” including, but not limited to, regulation and
frequency response, energy imbalance, operating reserve-spinning and operating reserve-
supplemental, as may be specified in the Transaction.

“Capacity” has the meaning specified in the Transaction.

“Energy” means three-phase, 60-cycle alternating current electric energy, expressed in
megawatt hours.

“Firm (LD)”” means, with respect to a Transaction, that either Party shall be relieved of its
obligations to sell and deliver or purchase and receive without liability only to the extent that,
and for the period during which, such performance is prevented by Force Majeure. In the
absence of Force Majeure, the Party to which performance is owed shall be entitled to receive
from the Party which failed to deliver/receive an amount determined pursuant to Article Four.

“Firm Transmission Contingent - Contract Path” means, with respect to a Transaction,
that the performance of either Seller or Buyer (as specified in the Transaction) shall be excused,
and no damages shall be payable including any amounts determined pursuant to Article Four, if
the transmission for such Transaction is interrupted or curtailed and (i) such Party has provided
for firm transmission with the transmission provider(s) for the Product in the case of the Seller
from the generation source to the Delivery Point or in the case of the Buyer from the Delivery
Point to the ultimate sink, and (i1) such interruption or curtailment is due to “force majeure” or
“uncontrollable force” or a similar term as defined under the applicable transmission provider’s
tariff. This contingency shall excuse performance for the duration of the interruption or
curtailment notwithstanding the provisions of the definition of “Force Majeure” in Section 1.23
to the contrary.

“Firm Transmission Contingent - Delivery Point” means, with respect to a Transaction,
that the performance of either Seller or Buyer (as specified in the Transaction) shall be excused,
and no damages shall be payable including any amounts determined pursuant to Article Four, if
the transmission to the Delivery Point (in the case of Seller) or from the Delivery Point (in the
case of Buyer) for such Transaction is interrupted or curtailed and (i) such Party has provided for
firm transmission with the transmission provider(s) for the Product, in the case of the Seller, to
be delivered to the Delivery Point or, in the case of Buyer, to be received at the Delivery Point
and (i1) such interruption or curtailment is due to “force majeure” or “uncontrollable force” or a
similar term as defined under the applicable transmission provider’s tariff. This transmission
contingency excuses performance for the duration of the interruption or curtailment,
notwithstanding the provisions of the definition of “Force Majeure” in Section 1.23 to the
contrary. Interruptions or curtailments of transmission other than the transmission either
immediately to or from the Delivery Point shall not excuse performance

“Firm (No Force Majeure)” means, with respect to a Transaction, that if either Party fails
to perform its obligation to sell and deliver or purchase and receive the Product, the Party to
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which performance is owed shall be entitled to receive from the Party which failed to perform an
amount determined pursuant to Article Four. Force Majeure shall not excuse performance of a
Firm (No Force Majeure) Transaction.

“Into (the “Receiving Transmission Provider”), Seller’s Daily Choice”
means that, in accordance with the provisions set forth below, (1) the Product shall be scheduled
and delivered to an interconnection or interface (“Interface”) either (a) on the Receiving
Transmission Provider’s transmission system border or (b) within the control area of the
Receiving Transmission Provider if the Product is from a source of generation in that control
area, which Interface, in either case, the Receiving Transmission Provider identifies as available
for delivery of the Product in or into its control area; and (2) Seller has the right on a daily
prescheduled basis to designate the Interface where the Product shall be delivered. An “Into”
Product shall be subject to the following provisions:

1. Prescheduling and Notification. Subject to the provisions of Section 6, not later
than the prescheduling deadline of 11:00 a.m. CPT on the Business Day before the next delivery
day or as otherwise agreed to by Buyer and Seller, Seller shall notify Buyer (“Seller’s
Notification”) of Seller’s immediate upstream counterparty and the Interface (the “Designated
Interface”) where Seller shall deliver the Product for the next delivery day, and Buyer shall
notify Seller of Buyer’s immediate downstream counterparty.

2. Availability of “Firm Transmission” to Buyer at Designated Interface; “Timely
Request for Transmission,” “ADI” and “Available Transmission.” In determining availability to
Buyer of next-day firm transmission (“Firm Transmission”) from the Designated Interface, a
“Timely Request for Transmission” shall mean a properly completed request for Firm
Transmission made by Buyer in accordance with the controlling tariff procedures, which request
shall be submitted to the Receiving Transmission Provider no later than 30 minutes after delivery
of Seller’s Notification, provided, however, if the Receiving Transmission Provider is not
accepting requests for Firm Transmission at the time of Seller’s Notification, then such request
by Buyer shall be made within 30 minutes of the time when the Receiving Transmission
Provider first opens thereafter for purposes of accepting requests for Firm Transmission.

Pursuant to the terms hereof, delivery of the Product may under certain circumstances be
redesignated to occur at an Interface other than the Designated Interface (any such alternate
designated interface, an “ADI”) either (a) on the Receiving Transmission Provider’s transmission
system border or (b) within the control area of the Receiving Transmission Provider if the
Product is from a source of generation in that control area, which ADI, in either case, the
Receiving Transmission Provider identifies as available for delivery of the Product in or into its
control area using either firm or non-firm transmission, as available on a day-ahead or hourly
basis (individually or collectively referred to as “Available Transmission”) within the Receiving
Transmission Provider’s transmission system.

3. Rights of Buyer and Seller Depending Upon Availability of/Timely Request for
Firm Transmission.
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A. Timely Request for Firm Transmission made by Buyer, Accepted by the
Receiving Transmission Provider and Purchased by Buyer. If a Timely Request for Firm
Transmission is made by Buyer and is accepted by the Receiving Transmission Provider
and Buyer purchases such Firm Transmission, then Seller shall deliver and Buyer shall
receive the Product at the Designated Interface.

1. If the Firm Transmission purchased by Buyer within the Receiving
Transmission Provider’s transmission system from the Designated Interface
ceases to be available to Buyer for any reason, or if Seller is unable to deliver the
Product at the Designated Interface for any reason except Buyer’s non-
performance, then at Seller’s choice from among the following, Seller shall: (a)
to the extent Firm Transmission is available to Buyer from an ADI on a day-ahead
basis, require Buyer to purchase such Firm Transmission from such ADI, and
schedule and deliver the affected portion of the Product to such ADI on the basis
of Buyer’s purchase of Firm Transmission, or (b) require Buyer to purchase non-
firm transmission, and schedule and deliver the affected portion of the Product on
the basis of Buyer’s purchase of non-firm transmission from the Designated
Interface or an ADI designated by Seller, or (c) to the extent firm transmission is
available on an hourly basis, require Buyer to purchase firm transmission, and
schedule and deliver the affected portion of the Product on the basis of Buyer’s
purchase of such hourly firm transmission from the Designated Interface or an
ADI designated by Seller.

1. If the Available Transmission utilized by Buyer as required by
Seller pursuant to Section 3A(1) ceases to be available to Buyer for any reason,
then Seller shall again have those alternatives stated in Section 3A(i) in order to
satisfy its obligations.

11i. Seller’s obligation to schedule and deliver the Product at an ADI is
subject to Buyer’s obligation referenced in Section 4B to cooperate reasonably
therewith. If Buyer and Seller cannot complete the scheduling and/or delivery at
an AD], then Buyer shall be deemed to have satisfied its receipt obligations to
Seller and Seller shall be deemed to have failed its delivery obligations to Buyer,
and Seller shall be liable to Buyer for amounts determined pursuant to Article
Four.

iv. In each instance in which Buyer and Seller must make alternative
scheduling arrangements for delivery at the Designated Interface or an ADI
pursuant to Sections 3A(3) or (i1), and Firm Transmission had been purchased by
both Seller and Buyer into and within the Receiving Transmission Provider’s
transmission system as to the scheduled delivery which could not be completed as
a result of the interruption or curtailment of such Firm Transmission, Buyer and
Seller shall bear their respective transmission expenses and/or associated
congestion charges incurred in connection with efforts to complete delivery by
such alternative scheduling and delivery arrangements. In any instance except as
set forth in the immediately preceding sentence, Buyer and Seller must make
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alternative scheduling arrangements for delivery at the Designated Interface or an
ADI under Sections 3A(1) or (i), Seller shall be responsible for any additional
transmission purchases and/or associated congestion charges incurred by Buyer in
connection with such alternative scheduling arrangements.

B. Timely Request for Firm Transmission Made by Buyer but Rejected by
the Receiving Transmission Provider. If Buyer’s Timely Request for Firm Transmission
is rejected by the Receiving Transmission Provider because of unavailability of Firm
Transmission from the Designated Interface, then Buyer shall notify Seller within 15
minutes after receipt of the Receiving Transmission Provider’s notice of rejection
(“Buyer’s Rejection Notice”). If Buyer timely notifies Seller of such unavailability of
Firm Transmission from the Designated Interface, then Seller shall be obligated either (1)
to the extent Firm Transmission is available to Buyer from an ADI on a day-ahead basis,
to require Buyer to purchase (at Buyer’s own expense) such Firm Transmission from
such ADI and schedule and deliver the Product to such ADI on the basis of Buyer’s
purchase of Firm Transmission, and thereafter the provisions in Section 3A shall apply,
or (2) to require Buyer to purchase (at Buyer’s own expense) non-firm transmission, and
schedule and deliver the Product on the basis of Buyer’s purchase of non-firm
transmission from the Designated Interface or an ADI designated by the Seller, in which
case Seller shall bear the risk of interruption or curtailment of the non-firm transmission;
provided, however, that if the non-firm transmission is interrupted or curtailed or if Seller
is unable to deliver the Product for any reason, Seller shall have the right to schedule and
deliver the Product to another ADI in order to satisfy its delivery obligations, in which
case Seller shall be responsible for any additional transmission purchases and/or
associated congestion charges incurred by Buyer in connection with Seller’s inability to
deliver the Product as originally prescheduled. If Buyer fails to timely notify Seller of
the unavailability of Firm Transmission, then Buyer shall bear the risk of interruption or
curtailment of transmission from the Designated Interface, and the provisions of Section
3D shall apply.

C. Timely Request for Firm Transmission Made by Buyer, Accepted by the
Receiving Transmission Provider and not Purchased by Buyer. If Buyer’s Timely
Request for Firm Transmission is accepted by the Receiving Transmission Provider but
Buyer elects to purchase non-firm transmission rather than Firm Transmission to take
delivery of the Product, then Buyer shall bear the risk of interruption or curtailment of
transmission from the Designated Interface. In such circumstances, if Seller’s delivery is
interrupted as a result of transmission relied upon by Buyer from the Designated
Interface, then Seller shall be deemed to have satisfied its delivery obligations to Buyer,
Buyer shall be deemed to have failed to receive the Product and Buyer shall be liable to
Seller for amounts determined pursuant to Article Four.

D. No Timely Request for Firm Transmission Made by Buyer, or Buyer Fails
to Timely Send Buyer’s Rejection Notice. If Buyer fails to make a Timely Request for
Firm Transmission or Buyer fails to timely deliver Buyer’s Rejection Notice, then Buyer
shall bear the risk of interruption or curtailment of transmission from the Designated
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Interface. In such circumstances, if Seller’s delivery is interrupted as a result of
transmission relied upon by Buyer from the Designated Interface, then Seller shall be
deemed to have satisfied its delivery obligations to Buyer, Buyer shall be deemed to have
failed to receive the Product and Buyer shall be liable to Seller for amounts determined
pursuant to Article Four.

4. Transmission.

A. Seller’s Responsibilities. Seller shall be responsible for transmission
required to deliver the Product to the Designated Interface or ADI, as the case may be. It
is expressly agreed that Seller is not required to utilize Firm Transmission for its delivery
obligations hereunder, and Seller shall bear the risk of utilizing non-firm transmission. If
Seller’s scheduled delivery to Buyer is interrupted as a result of Buyer’s attempted
transmission of the Product beyond the Receiving Transmission Provider’s system
border, then Seller will be deemed to have satisfied its delivery obligations to Buyer,
Buyer shall be deemed to have failed to receive the Product and Buyer shall be liable to
Seller for damages pursuant to Article Four.

B. Buyer’s Responsibilities. Buyer shall be responsible for transmission
required to receive and transmit the Product at and from the Designated Interface or AD],
as the case may be, and except as specifically provided in Section 3A and 3B, shall be
responsible for any costs associated with transmission therefrom. If Seller is attempting
to complete the designation of an ADI as a result of Seller’s rights and obligations
hereunder, Buyer shall co-operate reasonably with Seller in order to effect such alternate
designation.

5. Force Majeure. An “Into” Product shall be subject to the “Force Majeure”
provisions in Section 1.23.

6. Multiple Parties in Delivery Chain Involving a Designated Interface. Seller and
Buyer recognize that there may be multiple parties involved in the delivery and receipt of the
Product at the Designated Interface or ADI to the extent that (1) Seller may be purchasing the
Product from a succession of other sellers (““Other Sellers™), the first of which Other Sellers shall
be causing the Product to be generated from a source (“Source Seller”) and/or (2) Buyer may be
selling the Product to a succession of other buyers (“Other Buyers™), the last of which Other
Buyers shall be using the Product to serve its energy needs (“Sink Buyer”). Seller and Buyer
further recognize that in certain Transactions neither Seller nor Buyer may originate the decision
as to either (a) the original identification of the Designated Interface or ADI (which designation
may be made by the Source Seller) or (b) the Timely Request for Firm Transmission or the
purchase of other Available Transmission (which request may be made by the Sink Buyer).
Accordingly, Seller and Buyer agree as follows:

A. If Seller is not the Source Seller, then Seller shall notify Buyer of the
Designated Interface promptly after Seller is notified thereof by the Other Seller with
whom Seller has a contractual relationship, but in no event may such designation of the
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Designated Interface be later than the prescheduling deadline pertaining to the
Transaction between Buyer and Seller pursuant to Section 1.

B. If Buyer is not the Sink Buyer, then Buyer shall notify the Other Buyer
with whom Buyer has a contractual relationship of the Designated Interface promptly
after Seller notifies Buyer thereof, with the intent being that the party bearing actual
responsibility to secure transmission shall have up to 30 minutes after receipt of the
Designated Interface to submit its Timely Request for Firm Transmission.

C. Seller and Buyer each agree that any other communications or actions
required to be given or made in connection with this “Into Product” (including without
limitation, information relating to an ADI) shall be made or taken promptly after receipt
of the relevant information from the Other Sellers and Other Buyers, as the case may be.

D. Seller and Buyer each agree that in certain Transactions time is of the
essence and it may be desirable to provide necessary information to Other Sellers and
Other Buyers in order to complete the scheduling and delivery of the Product.
Accordingly, Seller and Buyer agree that each has the right, but not the obligation, to
provide information at its own risk to Other Sellers and Other Buyers, as the case may be,
in order to effect the prescheduling, scheduling and delivery of the Product

“Native Load” means the demand imposed on an electric utility or an entity by the
requirements of retail customers located within a franchised service territory that the electric
utility or entity has statutory obligation to serve.

“Non-Firm” means, with respect to a Transaction, that delivery or receipt of the Product
may be interrupted for any reason or for no reason, without liability on the part of either Party.

“System Firm” means that the Product will be supplied from the owned or controlled
generation or pre-existing purchased power assets of the system specified in the Transaction (the
“System”) with non-firm transmission to and from the Delivery Point, unless a different
Transmission Contingency is specified in a Transaction. Seller’s failure to deliver shall be
excused: (i) by an event or circumstance which prevents Seller from performing its obligations,
which event or circumstance was not anticipated as of the date the Transaction was agreed to,
which is not within the reasonable control of, or the result of the negligence of, the Seller; (it) by
Buyer’s failure to perform; (iii) to the extent necessary to preserve the integrity of, or prevent or
limit any instability on, the System; (iv) to the extent the System or the control area or reliability
council within which the System operates declares an emergency condition, as determined in the
system’s, or the control area’s, or reliability council’s reasonable judgment; or (v) by the
interruption or curtailment of transmission to the Delivery Point or by the occuirence of any
Transmission Contingency specified in a Transaction as excusing Seller’s performance. Buyer’s
failure to receive shall be excused (i) by Force Majeure; (ii) by Seller’s failure to perform, or (iii)
by the interruption or curtailment of transmission from the Delivery Point or by the occurrence
of any Transmission Contingency specified in a Transaction as excusing Buyer’s performance.
In any of such events, neither party shall be liable to the other for any damages, including any
amounts determined pursuant to Article Four.
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“Transmission Contingent” means, with respect to a Transaction, that the performance of
either Seller or Buyer (as specified in the Transaction) shall be excused, and no damages shall be
payable including any amounts determined pursuant to Article Four, if the transmission for such
Transaction is unavailable or interrupted or curtailed for any reason, at any time, anywhere from
the Seller’s proposed generating source to the Buyer’s proposed ultimate sink, regardless of
whether transmission, if any, that such Party is attempting to secure and/or has purchased for the
Product is firm or non-firm. If the transmission (whether firm or non-firm) that Seller or Buyer
is attempting to secure is from source to sink is unavailable, this contingency excuses
performance for the entire Transaction. If the transmission (whether firm or non-firm) that Seller
or Buyer has secured from source to sink is interrupted or curtailed for any reason, this
contingency excuses performance for the duration of the interruption or curtailment
notwithstanding the provisions of the definition of “Force Majeure” in Article 1.23 to the
contrary.

“Unit Firm” means, with respect to a Transaction, that the Product subject to the
Transaction is intended to be supplied from a generation asset or assets specified in the
Transaction. Seller’s failure to deliver under a “Unit Firm” Transaction shall be excused: (i) if
the specified generation asset(s) are unavailable as a result of a Forced Outage (as defined in the
NERC Generating Unit Availability Data System (GADS) Forced Outage reporting guidelines)
or (i1) by an event or circumstance that affects the specified generation asset(s) so as to prevent
Seller from performing its obligations, which event or circumstance was not anticipated as of the
date the Transaction was agreed to, and which is not within the reasonable control of, or the
result of the negligence of, the Seller or (iii)) by Buyer’s failure to perform. In any of such
events, Seller shall not be liable to Buyer for any damages, including any amounts determined
pursuant to Article Four.
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EXHIBIT A

MASTER POWER PURCHASE AND SALE AGREEMENT
CONFIRMATION LETTER

This confirmation letter shall confirm the Transaction agreed to on November 30, 2001
between Electric Generation LLC (“Party A”) and Pacific Gas and Electric Company (‘“Party B”)
regarding the sale/purchase of the Product under the terms and conditions as follows:

Seller: Electric Generation LLC

Buyer: Pacific Gas and Electric Company

Product:

[] Into , Seller’s Daily Choice
] Firm (LD)

[] Firm (No Force Majeure)

]

System Firm
(Specify System: )
[X]  Unit Firm

(Specify Unit(s)): Capacity and associated Energy, Ancillary Services and any other
electrical product that Party B may utilize or sell (“Other Products™) (Energy and
Ancillary Services hereafter referred to collectively as “Associated Products” and
Capacity, Associated Products and Other Products hereafter referred to collectively as
“Products”) from each of the Units specified in Schedule 1 of this Confirmation. All of
the foregoing Units collectively are referred to as the “Portfolio.” Each Unit is hereafter
referred to as a Unit or Units, a Hydro Unit or Hydro Units or a Diablo Canyon Unit or
Diablo Canyon Units, as applicable. The Hydro Units comprise: (1) each of the
generating units in the nineteen facilities owned by irrigation districts shown on Schedule
1, which are hereafter referred to as the “I.D. Hydro Units”; (2) each of the generating
units in the Hydro Facilities owned directly or indirectly by Gen shown on Schedule 1,
which are hereafter referred to as the “Owned Hydro Units”; and (3) the generating unit
in the Grizzly Hydro Facility, which is hereafter referred as the “Grizzly Hydro Unit”. A
“Hydro Facility” is comprised of the powerhouse (including all electrical/mechanical
equipment included therein), its directly associated water conveyance system, and its
generation tie equipment up to the Interconnection Point. The “Diablo Canyon Facility”
means the Diablo Canyon Nuclear Power Plant (including all electrical/mechanical
equipment included therein) as described in License Nos. DPR-80 and DPR-82, issued by
the Nuclear Regulatory Commission and its generation tie equipment up to the
Interconnection Point. Clauses (i) and (ii) of the definition of “Unit Firm” in Schedule P
do not apply for this Transaction. Either Party shall be relieved of its obligations to sell
and deliver or purchase and receive the Product without liability only to the extent that,
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and for the period during which, such performance is prevented by Force Majeure and in
such case, only to the extent provided for in this Transaction.

[1 Other: ( )

[] Transmission Contingency (If not marked, no transmission contingency)
[ FT-Contract Path Contingency [] Seller [] Buyer
[1 FT-Delivery Point Contingency [] Seller (] Buyer
[] Transmission Contingent (] Seller (] Buyer

[X]  Other transmission contingency
Specify: In accordance with the terms and conditions of this Transaction.

Contract Quantity: The contract quantity respecting the Capacity of each Unit is as set forth in
Section 1 of the Confirmation Addendum. Party B is required to accept all Associated Products
from the Diablo Canyon Units (“Diablo Canyon Must-Take Quantity”) and from the Hydro
Units to the extent that hydrological conditions require that such Units operate (“Hydro Units
Must-Take Quantity”), subject to Section 4 of the Confirmation Addendum. Except to the extent
of accepting the Diablo Canyon Must-Take Quantity and the Hydro Units Must-Take Quantity,
Party B shall have the right to dispatch the Units in accordance with the terms and conditions of
this Transaction

Delivery Point: The Delivery Point is at the point of interconnection with the transmission or
distribution system, as appropriate, for each of the Units as set forth more particularly in the
Interconnection Agreements between Party A and Etrans LLC dated as of the Effective Date and
between Party A and Party B dated as of the Effective Date. The Delivery of Products from the
Tule River Hydro Facility shall be at the fence line of the Tule switchyard.

Contract Price:

(1) Capacity Charge: Peak Season: July and August — $20.50/kW-Month; Shoulder Season:
June, September, and October — $15.25/kw-Month; Off-Peak Season: November
through May - $12.00/kw-Month, multiplied in each case by the Contract Capacity and as
adjusted pursuant to Section 1.3 and 2 of the Confirmation Addendum and the following
paragraph (3) of this section on Contract Price;

(2) Energy Charge: For all Units other than Helms Pumped Storage Project No. 2735
(“Helms”), $8/MWh as adjusted by the following paragraph (3) of this section on
Contract Price; For Helms, $0.4/MWh as adjusted by the following paragraph (3) of this
Section on Contract Price.

(3) Starting on the first day of the Second Contract Year, the Capacity Charge and the
Energy Charge shall be escalated based on the percentage change in the then most
recently published final Consumer Price Index, All Urban Consumers, All Cities as
published by the U.S. Department of Labor, Bureau of Labor Statistics (“CPI-U”), using
as a base for determining such escalation the most recently published final CPI-U as of
the Effective Date. Thereafter the base for determining escalation shall be the most
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recently published final CPI-U as of the first day of the Contract Year immediately
preceding the Contract Year for which the escalation is computed.

(4) Notwithstanding Section 9.2 of the Master Agreement, the Capacity Charge shall be
increased or decreased to account for the effect of any imposition of a new tax or other
assessment or increase in an existing tax or other assessment (but not local real property
taxes or other similar taxes) or a tax credit or other reduction in an existing tax or other
assessment (but not local real property taxes or other similar taxes) enacted after the date
on which this Master Agreement and Confirmation Letter are filed with FERC that is not
of general applicability and is instead directed at the generation, sale, purchase,
ownership, operation and/or transmission of Capacity, Energy or Ancillary Services,
and/or other energy goods and services or ownership or operation of assets related to
same.

(5) If Party A deviates from a dispatch instruction of Party B that conforms to the
requirements of this Transaction and, as a result, Party B incurs a net loss as a result of an
ISO charge, penalty or other similar assessment, Party A shall be responsible for all such
charges, penalties or other similar assessments if such deviation from a dispatch
instruction was the result of Party A’s failure to apply Good Industry Practice. To
compute such net loss, Party B shall for each event determine the total amount of gains
and losses associated with Party A’s deviation from any dispatch instruction of Party B
that conforms to the requirements of this Transaction. Such gains include but are not
limited to revenues Party B may receive from the ISO as a result of over-generation. If,
on an annual basis, the losses for such events exceed the gains, Party B shall submit to
Party A an invoice setting forth the amount of any ISO charge, penalty or other similar
assessment for which Party A is responsible. Notwithstanding the foregoing: (1) Party B
shall take all commercially reasonable steps to mitigate such charges, penalties or other
similar assessments following notification by Seller of such deviation or upon Party B’s
otherwise becoming aware of such deviation and (2) Party A may not without Party B’s
consent deviate from a prior dispatch instruction of Party B that conforms to the
requirements of this Transaction in order to maximize gains to Party B and to thereby
reduce its potential liability to Party B under this Section.

(6) To the extent required in any currently effective Reliability Must Run (“RMR”)
Contracts, on or before the Effective Date, Party A will assign any such RMR contracts
to Party B in accordance with their applicable terms and Party B agrees to accept such
assignment and to be bound to such RMR contracts. To the extent Party B receives any
revenues from any assigned RMR Contract, it shall retain all such revenue, except for
Incremental Administrative Costs, Monthly Surcharge Payments, the ISO Repair Share,
and Motoring Charges for Ancillary Services Dispatch, as each is defined in the
applicable RMR Contracts, all of which shall be remitted to Party A. If, following the
Effective Date, Party A enters into any new RMR contracts affecting Units then subject
to this Transaction, Party A will assign such RMR contracts to Party B in accordance
with their applicable terms and Party B will agree to accept such assignment and to be
bound to such RMR contracts. Revenues from such additional RMR contracts shall be
treated in accordance with the second sentence of this Paragraph 6. If Party B requests
Party A to provide motoring services, the charge to Party B shall be the charge for
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Motoring Charges for Ancillary Services Dispatch set forth in the RMR Contract
applicable to the Unit from which Party A requests such services or, if there is no RMR
Contract applicable to such Unit, from a comparable Unit owned by Party A or any of its
subsidiaries as to which there is an RMR Contract applicable.

Delivery Period: Twelve (12) Contract Years from the Effective Date.

Special Conditions:

1.

The Effective Date of this Transaction shall be the same as the Effective Date of the
Proposed Plan of Reorganization under Chapter 11 of the Bankruptcy Code for
Pacific Gas and Electric Company, Chapter 11 Case No. 01-30923-DM.

Sections 8.1(b), 8.1(c), 8.1(d), Section 8.2(b), 8.2(c) and 8.2(d) and Section 8.3 of the
Master Power Purchase and Sale Agreement dated as of November 30, 2001 (the
“Master Agreement”) do not apply to this Transaction.

Energy shall be measured in MWh at the California Independent System Operator or
its successor (“ISO”) revenue meter, which amount shall then be multiplied by the
applicable generation meter multiplier (or any successor method to account for losses
established by the ISO) for each Unit to determine the amount of Energy delivered at
the Delivery Point.

Contract Month shall mean a calendar month except with respect to the first Contract
Month, which shall be the period from the Effective Date until the end of the first full
calendar month following the calendar month in which the Effective Date occurs.
Contract Year shall mean twelve calendar months, the first of which shall be the first
Contract Month.

Party A’s performance shall be subject to the requirements imposed on it by
applicable FERC-approved tariffs, including but not limited to RMR Contracts,
issued from time to time by the ISO or its successor. Party A’s performance shall
also be subject to the requirements imposed on it by the Irrigation District Contract
for the Units on Confirmation Addendum Schedule 1 and the water delivery
obligations existing on the Effective Date.

Party A agrees (1) to use Good Industry Practice so that there is not a material change
in the operating characteristics of the Units over the period of time in which the Units
are subject to this Transaction and (2) to use all commercially reasonable efforts to
obtain and maintain all regulatory approvals needed to operate and maintain the
Units.

In accordance with Section 4.1 of the Master Agreement, the Parties agree that if
Party A fails to satisfy its obligations to deliver the Product pursuant to this
Transaction, there shall be adjustments in the Capacity Charge as set forth in Section
2.2 of the Confirmation Addendum; Party A may make certain payments to Party B
pursuant to Section 2.1 and Section 5 of the Confirmation Addendum; and that Party
A shall not be required to pay Party B any amounts specified in clause (x) of Section
4.1 of the Master Agreement.
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8.  The failure of Party A to maintain Availability equal to or greater than sixty percent
(60%) for twelve consecutive full Contract Months (the “Short Fall Period™)
constitutes an additional Event of Default under Section 5.1 of the Master Agreement.
However, if, before the end of a Short-Fall Period, Party A elects, by sending notice
to Party B in accordance with Section 10.7 of the Master Agreement, to pay Party B
the Capacity Payment Amount (as defined in the next sentence), then no such Event
of Default shall have occurred. The Capacity Payment Amount is (x) the difference
between the Capacity Charge determined in accordance with this Transaction at an
Availability level equal to sixty (60%) for the Short Fall Period minus the actual
Capacity Charge paid by Party B for such Short Fall Period less (y) any downward
adjustment in Party B’s actual Capacity Charge computed pursuant to Section 2.2 of
the Confirmation Addendum as a result of Availability falling below sixty percent
(60%) for the Short-Fall Period. If Party A fails to elect before the end of the Short-
Fall Period to pay the Capacity Payment Amount, it shall have three (3) Business
Days after written notice from Party B to pay the Capacity Payment Amount in order
to cure the Event of Default arising under this Special Condition 8.

9.  Subject to Special Condition 18, Party B shall be responsible for all Scheduling
Coordinator duties under the currently applicable ISO tariffs and any successor tariffs
for the Units that are subject to this Transaction. Subject to Paragraph S under Price,
above, Party B shall be responsible for and pay all Scheduling Coordinator costs and
charges associated with this Transaction.

10. Party A shall have the right in its sole and absolute discretion but on ninety (90) days’
written notice to Party B to remove from this Transaction any Units (up to 150 MW
of Contract Capacity in total over the Term) that are not listed in Schedule 1 as being
certified to provide Ancillary Services; provided, however, that it shall thereafter no
longer operate the Unit for electrical service. If Party A sells any Unit removed from
this Transaction pursuant to this Special Condition 10 to a third party for a price
greater than its historic cost plus capital investments less depreciation at the time of
the sale, such sale shall be subject to Party B’s consent which shall not be
unreasonably withheld. Notwithstanding the foregoing, if Party A wants to remove,
pursuant to this Special Condition 10, any Units that are listed in Schedule 1 as being
certified to provide Ancillary Services, it may do so provided that Party B agrees to
their removal upon terms and conditions acceptable to Party B. In no event may the
total amount of Contract Capacity removed pursuant to this Special Condition 10
exceed 150 MW. Except for payments in connection with such Hydro Units that were
due and owing prior to the removal date, neither Party shall have any further
obligations to the other respecting such Hydro Unit(s) on or after the date of removal
pursuant to this paragraph.

11.  Subject to Clause 2 of Special Condition 6, if, at anytime, Party A or any of its
subsidiaries (or any entity with which any of the foregoing has contracted or
otherwise arranged for the operation of any of the Hydro Unit(s) on its behalf) is no
longer authorized to operate a Hydro Unit(s) as a result of its failure either to (x)
maintain the existing license issued by FERC under Part I of the Federal Power Act
for the operation of such Hydro Unit(s) or (y) obtain a new license from FERC under
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Part I of the Federal Power Act for the continued operation of such Hydro Unit(s),
then upon the expiration of the existing license, such Hydro Unit(s) shall be removed
from this Transaction effective as of the date its license terminates or expires (the
“Removal Date”). If as a result of new or changed regulatory requirements there is a
change in the operation of a Hydro Unit resulting in a loss of capacity, then the
Contract Capacity for such Unit shall, effective as of the date upon which the change
in operation commences, be adjusted downward to reflect such loss of capacity.
Except for any payments in connection with such Hydro Units referenced in the first
sentence of this Special Condition 11 or in connection with the lost capacity
referenced in the second sentence of this Special Condition 11 that were due and
owing, respectively, prior to the Removal Date or the date in which there was a
change in the operation of a Hydro Unit resulting in the loss of capacity, neither Party
shall have any further obligations to the other respecting such Hydro Unit(s) or the
Contract Capacity removed from the Transaction pursuant to the first or second
sentence, respectively, of this Special Condition 11.

12.  Subject to Clause 2 of Special Condition 6, if, at any time, Party A or any of its
subsidiaries decides to surrender its license under Part I of the Federal Power Act for
the operation of one or more Hydro Unit(s), it shall notify Party B no later than sixty
days prior to the date on which Party A or any of its subsidiaries intends to surrender
such license (the “Surrender Date”). No later than thirty days prior to the Surrender
Date, Party B shall advise Party A whether it intends to purchase such Hydro Unit(s)
at a cost equal to the fair value of the property. If Party B elects by such date not to
undertake such purchase or the transaction is not closed by the Surrender Date, then,
effective on the Surrender Date such Hydro Unit(s) shall be removed from this
Transaction. If, for any reason, FERC agrees to extend the Surrender Date, then the
period for completing the purchase shall continue for the duration of such extension.
Except for payments in connection with such Hydro Units that were due and owing
prior to the Surrender Date, neither Party shall have any further obligations to the
other respecting such Hydro Unit(s) removed from the Transaction pursuant to this
Special Condition 12.

13.  Subject to Clause 2 of Special Condition 6, if, at any time, Party A or any of its
subsidiaries (or any entity with which any of the foregoing has contracted or
otherwise arranged for the operation of Diablo Canyon on its behalf), is no longer
authorized pursuant to the Atomic Energy Act to operate Diablo Canyon, such Unit(s)
shall be removed from this Transaction effective as of the date on which such
authorization lapses (the “Diablo Removal Date™). If as a result of new or changed
regulatory requirements there is a change in the operation of the Diablo Canyon
Unit(s) resulting in a loss of capacity, then the Contract Capacity for such Unit(s)
shall, effective as of the date upon which the change in operation commences, be
adjusted downward to reflect such loss of capacity. Except for any payments in
connection with the Diablo Canyon Unit(s) referenced in the first sentence of this
Special Condition 13 or in connection with the lost capacity referenced in the second
sentence of this Special Condition 13 that were due and owing, respectively, prior to
the Diablo Removal Date or the date in which there was a change in the operation of
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14.

15.

16.

17.

Diablo Canyon Unit(s) resulting in the loss of capacity, neither Party shall have any
further obligations to the other respecting the Diablo Canyon Unit(s) or the Contract
Capacity removed from this Transaction pursuant to the first or second sentence,
respectively, of this Special Condition 13.

If Party A is required to incur material additional costs in connection with the Diablo
Canyon Facility relating to security (including, for example but not by way of
limitation, increased staffing or physical modifications to the Diablo Canyon Facility)
after the date on which this Master Agreement and Confirmation Letter are filed with
FERC, Party A and Party B will agree on a commercially reasonable equitable
adjustment to the Capacity Charge respecting the Diablo Canyon Facility. The
adjustment shall take into account such factors as the duration of the time and extent
to which the Diablo Canyon Facility will remain subject to this Transaction; the
remaining useful life of the Diablo Canyon Facility; the useful life of any capital
items acquired by Party A, the cost of which is subject to this Special Condition 14;
and the then existing obligations of each of the Parties entered into in connection with
this Transaction. If, within ninety days from the date on which Party A provides
Party B with notice of its decision to invoke this Special Condition 14, the Parties are
unable to reach agreement on a commercially reasonable equitable adjustment to the
Capacity Charge respecting the Diablo Canyon Facility, Party A may,
notwithstanding Section 10.15 of the Master Agreement and Section 6.1 of the
Confirmation Addendum, petition FERC pursuant to Section 205 of the Federal
Power Act to make a determination of the just and reasonable adjustment to such
Capacity Payment in light of the factors set forth above. Notwithstanding Section
6.2 of the Confirmation Addendum, the Parties agree that FERC shall have exclusive
jurisdiction over this matter.

To the extent that the State of California or any agency thereof imposes additional
requirements respecting the decommissioning of Diablo Canyon, the costs of such
requirements shall be borne entirely by Party B, and Party B shall reimburse Party A
for all such costs and keep Party A neutral from the effects of such new requirements.
Both Parties agree to enter into or to cause any of their subsidiaries to enter into such
new or amended agreements as are necessary to implement the foregoing
arrangement.

The Parties acknowledge that the Contract Capacity for each Unit set forth in Section
1 of the Confirmation Addendum is net of station service. If a Unit cannot self-
supply station service, Party A may, if permitted by tariff, use remotely provided
station service from its other Units. When Party A does so, such amount of Energy as
is necessary for remotely provided station service shall be deducted from the total
amount of Energy delivered to Party A. If Party A is not permitted by any other
applicable tariff or elects not to use remotely provided self-supplied station service,
Party A shall purchase such station service from Party B or any third party.

Party A agrees to provide Party B with copies of any material regulatory filings made
on or after the Effective Date that bear on Party A’s performance under Special
Conditions 10 through 15 of this Confirmation.

Issued By: Bruce R. Worthington Effective Date: Effective Date of Plan of

President Reorganization

Issued on: November 30, 2001



Electric Generation LL.C Original Sheet No. 52
Rate Schedule FERC No. 1

18. Sales of Capacity and Associated Products shall be subject to the Grizzly
Development and Mokelumne Settlement Agreement between Pacific Gas and
Electric Company and the City of Santa Clara dated March &, 1990, and as amended
and in force as of the Effective Date (“Grizzly Contract™). The Grizzly Contract has
been assigned to Party A. Party B acknowledges the obligation of Party A under the
Grizzly Contract to provide to Silicon Valley Power (“SVP”): (1) the output of the
Grizzly Unit; (2) 27.66 MW of power under a sale that terminates December 31,
2003; and (3) certain supplemental sales of energy. Party B agrees that Party A will
satisfy these obligations from the Portfolio. For so long as these obligations under the
Grizzly Contract remain in effect and the Bucks Creek Hydro Facility is subject to
this Transaction, Party B agrees to arrange for the delivery of Energy to SVP
provided by Party A under the Grizzly Contract, including arranging for transmission
service and assuming all Scheduling Coordinator duties under the currently applicable
ISO tariffs and any successor tariffs. Party B shall reduce its payments to Party A
under this Transaction to reflect all Energy and actual capacity from the Portfolio
used by Party A to satisfy its obligations under the Grizzly Contract as well as for all
Scheduling Coordinator charges and transmission charges incurred by Party B as set
forth in this Special Condition 18, provided that Party A shall not be responsible for,
and such reduction in payments shall not include any imbalance charges associated
with the timing differences between actual dispatch by Party B of the Grizzly
Powerhouse and SVP’s schedules for delivery of such output.

19. The Parties designated this Transaction as a Major Transaction within the meaning of
Section 5(1) (b) of the Master Agreement.

Scheduling: As set forth in Section 5 of the Confirmation Addendum.
Option Buyer: Not Applicable.
Option Seller: Not Applicable.

Type of Option: Not Applicable.

Strike Price: Not Applicable.

Premium: Not Applicable.

Exercise Period: Not Applicable.

This confirmation letter, including the Confirmation Addendum and all accompanying
schedules, is being provided pursuant to and in accordance with the Master Agreement, and
constitutes part of and 1s subject to the terms and provisions of such Master Agreement. Terms
used but not defined herein shall have the meanings ascribed to them in the Master Agreement.

Party A Party B

Electric Generation LLC Pacific Gas and Electric Company
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Name: Bruce R. Worthington Name: Gordon R. Smith

Title: President Title: President and Chief Executive Officer

Phone No:  (415) 267-7000 Phone No: (415) 973-7000
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Confirmation Addendum

Section 1 — Capacity

Section 1.1 —Contract Capacity. The Contract Capacity for each Unit as of the Effective
Date is set forth in Schedule 1 to this Confirmation Addendum. Thereafter, Contract Capacity
shall be adjusted pursuant to Special Conditions 10, 11, 12 and/or 13 of the Confirmation, and/or
Sections 1.2 and/or 1.4 of this Confirmation Addendum. Schedule 1 shall from time to time be
revised to reflect each of the foregoing adjustments.

Section 1.2 — Automatic Reduction of Contract Capacity. The Contract Capacity shall
be reduced as set forth in Schedule 1. Following such reduction, there shall be an equivalent
reduction in the Capacity Charge and the reduced Contract Capacity shall not be subject to this
Transaction. Party B shall use its reasonable efforts to dispatch Hydro Units during the Contract
Year immediately prior to their removal from this Transaction so that upon their removal
reservoir levels are consistent with historical reservoir levels during comparable hydrologic
periods (which periods may include multiple years).

Section 1.3 — Effect of Force Majeure. In the event of Force Majeure, Party B’s
Capacity Charge shall be reduced in accordance with Section 2.2. Party A shall be excused from
delivering Energy and Associated Products and Party B shall be excused from accepting any
Energy or Associated Products and from paying any Energy Charges with respect to a Unit or
Unit(s) immediately upon the occurrence of an event of Force Majeure to the extent such Unit or
Unit(s) are unable to perform as a result of the event of Force Majeure.

Section 1.4 — Increases in Contract Capacity. If Party A completes capital additions or
refurbishments to an existing Unit that increases its capacity, such additional capacity shall be
reflected in the Availability Notice delivered pursuant to Section 2.1 of this Confirmation
Addendum; provided, however, that, (1) as specified in Section 2.2 of this Confirmation
Addendum, Availability for the Portfolio in any month may not be greater than one hundred
percent (100%); and (2) starting in Contract Year Twelve, the maximum capacity identified in an
Availability Notice that may be delivered for Diablo Canyon Unit 1 and Unit 2 shall be as
reflected in Schedule 1. Notwithstanding the foregoing, the Parties may agree to reflect
permanently any such additional capacity in the Contract Capacity for such Unit, in which case
the additional capacity shall be added to the Contract Capacity for such Unit shown on Schedule
1.

Section 2 — Availability

Section 2.1 — Availability Notice. “Availability” means the actual mechanical/electrical
capability of a Unit. “Availability” applies only to the Unit (except to the extent set forth in the
third and fourth sentences of this Section 2.1) and shall not take into account hydrological or
other conditions external to the Unit, notwithstanding the definition of Force Majeure. To the
extent that the condition of the Hydro Facility in which one or more Hydro Units are located
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affects the ability of such Units to deliver Products, such condition shall be reflected in the
Availability Notice for each of the affected Hydro Units. To the extent that the condition of the
Diablo Canyon Facility affects the ability of the Diablo Canyon Units to deliver any Products,
such condition shall be reflected in the Availability Notice for each of the affected Diablo
Canyon Units. For the purpose of calculating adjustments to the Capacity Charge as set forth in
Section 2.2 of the Confirmation Addendum, Party A shall provide Party B with a statement as to
the Availability of each Unit (the “Availability Notice™) for every hour or portion thereof. Party
A may at any time change an Availability Notice to reflect the then Availability of any Unit.
Party B shall be bound by Availability Notices when exercising its dispatch rights pursuant to
Section 5 of this Confirmation Addendum. To the extent that the Availability Notice for any Unit
reflects that the Unit is not able to perform to the full extent of such Unit’s Contract Capacity as
set forth on Schedule 1, Party A will be deemed in such Availability Notice to represent and
warrant that: (x) except with respect to generation, deliveries or sales required by FERC-
approved tariffs (including but not limited to RMR Contracts), sales otherwise permitted under
this Transaction, or to the extent such Unit is not subject to this Transaction, no Product from
such Unit is being generated, delivered or sold, whether directly or indirectly, to any other person
or for the benefit of Party A and that (y) the issuance of such Availability Notice represents the
application of Good Industry Practice to the Unit’s operation. If Party A delivers to Party B an
incorrect Availability Notice that results in a material economic loss to Party B under this
Transaction, such action shall be deemed to constitute a failure to deliver within the meaning of
Article Four of the Master Agreement and the sole remedy of Party B shall be: (x) to the extent
that the Availability Notice overstated the Availability of a Unit, a refund in its Capacity Charge
to the extent of the overstatement; and (y) to the extent that the Availability Notice understated
the Availability of a Unit, fifty percent (50%) of the difference between the Capacity Charge
determined in accordance with this Transaction had the Availability Notice for that Unit been
accurate and the Capacity Charge that Party B actually paid for the period of the understatement,
less any downward adjustment in Party B’s actual Capacity Charge computed pursuant to
Section 2.2 of the Confirmation Addendum as a result of the Availability understatement for that
Unit; provided, however, the maximum payment shall not exceed the equivalent of the Capacity
Charge for that Unit calculated at zero Availability. Knowing, continuing, and repeated
misstatements in Availability Notices, which misstatements are material to the overall
Transaction shall constitute an Event of Default within the meaning of Section 5.1(c) of the
Master Agreement; provided, that Party B has first notified Party A of such misstatements and
Party A has failed within thirty days from its receipt of such notice to take such actions as are
reasonable to prevent such misstatements from occurring in the future.

Section 2.2 — Availability Adjustment. Each Contract Month, the Capacity Charge
will be adjusted to reflect the actual Availability delivered from the Portfolio. The Availability
of the Portfolio shall be computed as follows:

M
Availability = > . .
units = 1 Monthly Unit Capability
Issued By: Bruce R. Worthington Effective Date: Effective Date of Plan of
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PerlOdZHourS Hourly Contract

hour = 1 Capacity

Period Hours
Monthly Unit Capability = > Available
hour =1 Capacity

Fraction of
Hour Available

Where: M means the number of Units not on Force Majeure;

Available Capacity means the lesser of the Availability of each Unit for each
hour or portion thereof as set forth in the Availability Notice provided by Party
A pursuant to Section 2.1 of this Confirmation Addendum, or the actual
Availability of each Unit for such hour or portion thereof, subject to the
adjustment provided in Section 3.1 respecting scheduled outages at the Diablo
Canyon Facility;

Fraction of Hour Available means the period of the hour, expressed as a
percentage, that the Unit was available at Available Capacity;

Period Hours means the total number of hours in the Contract Month; and

Hourly Contract Capacity means the sum for all Units not affected by an Event
of Force Majeure of the Contract Capacity for each Unit, as defined in Section
1.1 of the Confirmation Addendum.

The monthly Capacity Charge will be adjusted to reflect the Availability of the Portfolio in
accordance with the following schedule, however, in no event will Availability be more than
100%. In those months when Availability is greater than One Hundred Percent (100%), One
Hundred Percent (100%) will be substituted for Availability in the equations below:
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During the Peak Season (July and August):

If Availability is equal to or greater than 95%, the Capacity Charge shall be
multiplied by [1 + 1.5 * (Availability - 95%)], or;

If Availability is less than 95%, the Capacity Charge shall be multiplied by [1 -
1.5 * (95% - Availability)].

During the Shoulder Season (June, September, and October):

If Availability is equal to greater than 92%, the Capacity Charge shall be
multiplied by [1 + 1.0 * (Availability - 92%)], or;

If Availability is less than 92%, the Capacity Charge shall be multiplied by [1 -
1.0 * (92% - Availability)].

During the Off-Peak Season:
December and January:

If Availability is equal to greater than 91%, the Capacity Charge shall be
multiplied by [1 + 1.0 * (Availability - 91%)], or;

If Availability is less than 91%, the Capacity Charge shall be multiplied
by [1- 1.0 * (91% - Availability)];

November and February through May:

If Availability is equal to or greater than 90%, the Capacity Charge shall
be multiplied by one; or;

If Availability is less than 90%, the Capacity Charge shall be multiplied
by [1-1.0* (90% - Availability)].

Section 3 — Scheduled Outages

Section 3.1 — Diablo Canyon Units. Schedule 3 outlines the general timing of
scheduled outages for Diablo Canyon through the Delivery Period. Party A shall provide an
update to this schedule to Party B at least annually, but more often if changes occur during a
Contract Year affecting that Contract Year or the following Contract Year. These updates shall
reflect changes in the start and completion dates of the then current scheduled outages. Party A
will not schedule any of these outages between June 15 and September 30. Subject to any
applicable regulatory requirements, Party B shall have the right to approve the dates of such
outages, which approval shall not be unreasonably withheld. The total number of these scheduled
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outage days may not exceed forty-two days for each scheduled outage except as provided for in
the following two sentences. Party A may, with one year notice to Party B and for each of the
two Units at Diablo Canyon extend the length of a scheduled outage by fifteen twenty-four
consecutive hour periods for turbine rotor replacements and fifty-five twenty-four consecutive
hour periods for steam generator replacements. However, if a turbine rotor replacement is
scheduled for the same outage as a steam generator replacement, the total extension will be just
fifty-five twenty-four consecutive hour periods. The periods for scheduled outages identified in
the sixth, seventh and eighth sentences of this Section 3.1 are allowance periods for the
scheduled outages. Party A shall begin and end the scheduled outages under this Section 3.1 by
sending Party B an Availability Notice specifying the date and hour on which such scheduled
outage shall begin and an Availability Notice specifying the date and hour on which such
Scheduled Outage shall end. Notwithstanding any such Availability Notice, for the purposes of
computing the Availability Adjustment, Diablo Canyon shall be deemed to be 100% Available
during the full allowance periods permitted by (as appropriate) the sixth, seventh and eighth
sentences of this Section 3.1. With respect to all other outages, Party A shall coordinate with
Party B during the Off-Peak Season (November through May) and for all other times, Party A
shall coordinate and agree with Party A on the schedule for such other outages. Nothing in this
Section 3.1 limits the right of Party A to schedule such other outages at any time if required for
purposes of Good Industry Practice relating to the condition of the Diablo Canyon Units or if
required by any applicable regulatory requirement. All outages within the scope of the previous
two sentences shall be reflected in a reduction of the Available Capacity used in computing the
Availability Adjustment pursuant to Section 2.2.

Section 3.2 — Hydro Units. Party A shall coordinate with Party B respecting outages of
the Owned Hydro Units during the Off-Peak Season (November through May). For all other
times, Party A shall coordinate and agree with Party B on the outage schedule for the Owned
Hydro Units; provided, however, that Party A may schedule an outage at any time if required for
purposes of Good Industry Practice relating to the condition of the Unit or if required by any
applicable regulatory requirement. Subject to the next sentence of this Section 3.2, if a Hydro
Unit is not Available as a result of an outage, whether scheduled or not, such outage shall be
reflected in a reduction of the Available Capacity used in computing the Availability Adjustment
pursuant to Section 2.2. If due to hydrological or other external conditions, Party B concludes
that an Hydro Unit cannot produce Associated Products for a period of time Party B designates,
and Party A elects to perform maintenance or repairs on such Hydro Unit during this period, then
such Hydro Unit may be deemed in an Availability Notice delivered by Party A pursuant to
Section 2.1 to Party B to be Available to the extent and for the period of time as to which the
Parties may agree.

Section 4 - Right of Party B to Back-Down Diablo Canyon Units and Hydro Units

Section 4.1 - Diablo Canyon. From time to time Party B may back-down the Diablo
Canyon Units in accordance with back-down procedures that the parties will develop. In the
event Party B elects to back-down the Diablo Canyon Units in accordance with this Section 4.1
and the Diablo Canyon back-down procedures, it nevertheless shall pay an Energy Charge as if
such back-down had not occurred; provided, however, that no such payment for Energy shall be
required if the back-down occurs during implementation of the ISO or its successor over-
generation protocol or any successor protocol.
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Section 4.2 - Hydro Units. From time to time Party B may request that Party A back-
down a Hydro Unit even when doing so will result in spill. Party A will, to the extent reasonably
practicable, accommodate such request, after taking into consideration public safety
requirements, existing or new regulatory, legal, WSCC or ISO requirements, sound
environmental stewardship policies, existing water supply or other contracts, applicable RMR or
successor contracts and Good Industry Practice. If Party B’s spill request is accommodated,
Party B shall nevertheless pay an Energy Charge as if the water spilled had been used to generate
Energy; provided, however, that no such payment shall be required if: (x) subject to Party B’s
obligation to dispatch the Hydro Units in accordance with clause (2) of Section 5, the Hydro Unit
is operating at its Available Capacity, (y) the spills occur during implementation of the ISO or its
successor over-generation protocol or any successor protocol, or (z) there is a curtailment
initiated by the ISO or its successor in the operation of a transmission line that is the sole means
by which Energy from a Hydro Unit is delivered, regardless of whether such curtailment
constitutes Force Majeure.

Section 5 - Dispatch

Party B shall issue and Party A shall implement dispatch instructions governing the
scheduling and operating levels of the Units in accordance with the Transaction and subject to
the limitations and rights set forth in this Section 5. The Parties shall develop operating
procedures intended to implement the rights of Party B to dispatch the Units. The operating
procedures shall reflect: (1) the hydro staff operating practices in effect as of the Effective Date;
(2) the need for the Hydro Units to be dispatched so as to achieve a balanced beneficial use of
water resources; (3) the obligation of Party B to accept or pay for the Diablo Canyon Must-Take
Quantity and the Hydro Units Must-Take Quantity; (4) the obligations of Party A impacting the
dispatch of the Units, including, but not limited to, public safety requirements, existing or new
regulatory, legal, WSCC or ISO requirements, sound environmental stewardship policies,
existing water supply or other contracts and applicable RMR or successor contracts; and (5) the
requirement that dispatch be consistent with Good Industry Practice (collectively, the “Dispatch
Principles”).

The operating procedures shall require the accurate and timely exchange of data and
information. It is the express intention of the Parties that Party A provide Party B with all data
and information in its possession affecting the dispatch of the Units. Party A may at any time
change data and information to account for then current conditions. If Party A delivers to Party
B inaccurate data or information that substantially bears on Party B’s formulation of dispatch
instructions and that result in a material economic loss to Party B under this Transaction, such
action shall be deemed to constitute a failure to deliver within the meaning of Article Four of the
Master Agreement and the sole remedy of Party B shall be the positive difference between the
number of MWhr of Energy that Party B could have received from the affected Unit (taking into
account the Dispatch Principles) less the MWhr of Energy that the Unit actually produced
multiplied by the weighted average MWhr price for Energy purchased by Party B during the
Contract Month in which the inaccurate data or information was provided. Knowing, continuing
and repeated misstatements by Party A that substantially bear on Party B’s formulation of
dispatch instructions, which misstatements are material to the overall Transaction, shall
constitute an Event of Default within the meaning of Section 5.1(c) of the Master Agreement;
provided, that Party B has first notified Party A of such misstatements and Party A has failed
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within thirty days from its receipt of such notice to take such actions as are reasonable to prevent
such misstatements from occurring in the future.

Without limiting the foregoing, and by way of example, Party A shall provide Party B
information respecting current and future hydrological conditions, physical constraints on
operation, ramp rates, and any other factors that could affect dispatch. Information respecting
hydrological conditions to be provided to Party B includes but is not limited to data on potential
future water availability (including snow-pack), current reservoir volumes, steam flows
(including in-low and out-flow at the Hydro Units), and maximum and minimum water storage
capacity. Information respecting physical constraints to be provided to Party B includes but is
not limited to data on the natural conditions of the water sheds (e.g., landslides or forest fires)
affecting operations and any information provided in an Availability Notice delivered by Party A
to Party B pursuant to Section 2 of this Confirmation Addendum. Party B shall also provide
such information, including real time information, as is necessary for Party A to dispatch the
Units consistent with the terms and conditions of this Transaction. The operating procedures
shall also include specific operating protocols for Helms, which protocols shall include (but not
be limited to) run times, cycling and pumping schedules.

Section 6 — Dispute Resolution

Section 6.1 - Senior Officers. Each of Party A and Party B will designate in writing to
the other Party a representative who will be authorized to resolve any dispute arising under this
Agreement in an equitable manner and, unless otherwise expressly provided herein, to exercise
the authority of such Party to make decisions by mutual agreement. If such designated
representatives are unable to resolve a dispute under this Agreement, such dispute will be
referred by each Party's representatives, respectively, to a senior officer designated by Party A
and a senior officer designated by Party B for resolution upon five Business Days' written notice
from either Party. The Parties hereto agree (i) to attempt to resolve all disputes arising hereunder
promptly, equitably and in a good faith manner; and (ii) to provide each other with reasonable
access during normal business hours to any and all non-privileged records, information and data
pertaining to any such dispute.

Section 6.2 — Arbitration. All disputes under this Agreement that are not resolved
pursuant to Section 6.1 within 30 Days after either Party's receipt of notice referring the dispute
to the senior officers of Party A and Party B (and in any event within the time which legal or
equitable proceedings based on such claim, dispute, or controversy would not be barred by the
applicable statute of limitations) will be submitted upon written request of either Party to binding
arbitration. Each Party will have the right to designate an arbitrator of its choice, who need not
be from the American Arbitration Association ("AAA") panel of arbitrators but who will be an
expert in the electricity industry and will not have a direct or indirect interest in either Party or
the subject matter of the arbitration. Such designation will be made by notice to the other Party
and to the AAA within 10 Business Days or, in the case of payment disputes, five Days after the
date of the giving of notice of the demand for arbitration. The arbitrators designated by the
Parties will designate a third arbitrator, who will have a background in legal and judicial matters
(and who will act as chairman), within 10 Business Days after the date of the designation of the
last of the arbitrators to be designated by the Parties, and the arbitration will be decided by the
three arbitrators. If the two arbitrators cannot or do not select a third independent arbitrator

Issued By: Bruce R. Worthington Effective Date: Effective Date of Plan of
President Reorganization
Issued on: November 30, 2001



~.

Electric Generation LLC Original Sheet No. 61
Rate Schedule FERC No. 1

within such period, either Party may apply to the AAA for the purpose of appointing any person
listed with the AAA as the third independent arbitrator under the expedited rules of the AAA.
Such arbitration will be held in alternating locations of the home offices of the Parties,
commencing with Party A’s home office, or in any other mutually agreed upon location. The
rules of the AAA will apply to the extent not inconsistent with the rules herein specified. Each
Party will bear its own expenses (including attorneys' fees) with respect to the arbitration. To the
extent that the dispute concerns the calculation of: (1) the Contract Price (including but not
limited to the determination of the Availability Adjustment, the determination of the Energy
Charge, the impact on the Capacity Charge of new or reduced taxes or other assessments, and the
application of revenues from RMR Contracts); (2) the allocation as between Party A and Party B
of ISO charges, penalties or other assessments; (3) the amount of any payments or refunds made
by Party A to Party B pursuant to Section 2.1 or Section 5 of the Confirmation in connection
with a failure to deliver within the meaning of Article Four of the Master Agreement; (4) the
amount of any Capacity Payment Amount Party A elects to pay Party B under Special Condition
8 of the Confirmation Letter; or (5) the amount of a Termination Payment (but not whether there
has been an Event of Default giving rise to the right to require such Termination Payment), each
of the Parties shall submit to the arbitrators, in accordance with a schedule set by the arbitrators,
offers in the form of the award they consider the arbitrators should make. If the arbitrators
require that the Parties submit more than one such offer, the arbitrators shall designate a deadline
by which time the Parties shall submit their last and best offer. In such proceedings the
arbitrators shall be limited to awarding only one of the two proposed offers submitted, and may
not determine an alternative or compromise remedy. All arbitration awards will be in writing,
shall be final and binding upon the Parties, and shall be the sole and exclusive remedy between
the Parties regarding any claims, counterclaims, issues, or accountings presented to the
arbitrators. All awards granted shall be consistent with the terms and conditions of this
Transaction, including the limitation on damages set forth in Article 7 of the Master Agreement.

Section 6.3. Binding Nature of Proceedings. Each Party understands that this
Agreement contains an agreement to arbitrate with respect to specified disputes. After signing
this Agreement, each Party understands that it will not be able to bring a lawsuit concerning any
dispute that may arise that is covered by this arbitration provision. Any award of the arbitrator
may be enforced by the Party in whose favor such award is made in any court of competent
jurisdiction.
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Diablo Canyon

Owned Hydro Units
HAT CREEK #1

HAT CREEK #2
PIT #1

PIT #3

PIT #4

PIT #5

JAMES B. BLACK
PIT #6

PIT #7

VOLTA #1
VOLTA #2
SOUTH

INSKIP
COLEMAN
KILARC

COW CREEK
TOADTOWN
DeSABLA
CENTERVILLE
LIME SADDLE
COAL CANYON
HAMILTON BRANCH
BUTT VALLEY
CARIBOU #1
CARIBOU #2
OAK FLAT
BELDEN

ROCK CREEK
BUCKS CREEK
CRESTA

POE

Contract Capacity of Each Facility;
Date Capacity is Removed from Contract;
and Ancillary Service Certification

Unit 1 Unit 2 Unit 3 Unit 4

1087

8.5
8.5
305
233
475
40.0
86.0
40.0
56.0
9.0
0.9
7.0
8.0
13.0
1.6
0.9
1.5
18.5
55
1.0
0.9
2.4
41.0
25.0
60.0
1.3
125.0
56.0
33.0
35.0
60.0

1087

305
233
47.5
40.0
86.0
40.0
56.0

1.6
0.9

0.9
1.0

24

25.0
60.0

56.0
32.0
35.0
60.0

234

40.0 40.0

25.0

Schedule 1

Capacity Removal Date
(at 12am first day of)
see note 1

end of contract

end of contract

end of contract

end of contract

end of contract

end of contract

end of contract

end of contract

end of contract

12th contract year
12th contract year
i2th contract year
12th contract year
12th contract year
12th contract year
12th contract year
12th contract year
12th contract year
12th contract year
12th contract year
12th contract year
12th contract year
12th contract year
12th contract year
12th contract year
12th contract year
12th contract year
12th contract year
12th contract year
12th contract year
12th contract year

Ancillary Service Certified

Reg Spin
Y
Y
Y
Y Y
Y Y
Y Y
Y Y
Y
Y
Y Y
Y Y
Y Y
Y Y
Y Y
Y Y

NSpin

Rep

R
R

-
<

I
S
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Schedule 1 (cont.)
Contract Capacity of Each Facility;
Date Capacity is Removed from Contract;
and Ancillary Service Certification

Capacity Removal Date  Ancillary Service Certified
Unit 1 Unit 2 Unit 3 Unit4  (at 12am first day of) Reg Spin NSpin Rep

NARROWS #1 12.0 12th contract year

POTTER VALLEY 4.5 20 27 12th contract year

SPAULDING #3 5.8 12th contract year

SPAULDING #2 44 12th contract year

DEER CREEK 5.7 12th contract year

ALTA 1.0 1.0 12th contract year

SPAULDING #1 7.0 12th contract year

DRUM #1 13.2 132 13.1 14.5 12th contract year Y Y Y

DRUM #2 49.5 12th contract year Y Y Y

DUTCH FLAT #1 220 12th contract year Y Y Y

HALSEY 11.0 12th contract year

WISE 14.0 12th contract year

WISE #2 32 12th contract year

NEWCASTLE 115 12th contract year

CHILI BAR 7.0 12th contract year

SALT SPRINGS #1 11.0 12th contract year

SALT SPRINGS #2 33.0 12th contract year

TIGER CREEK 290 29.0 12th contract year Y Y Y

WEST POINT 14.5 12th contract year Y Y Y

ELECTRA 31.0 31.0 36.0 12th contract year Y Y Y Y

SPRING GAP 7.0 12th contract year

STANISLAUS 91.0 12th contract year Y Y Y Y

PHOENIX 2.0 12th contract year

MERCED FALLS 3.5 12th contract year

CRANE VALLEY 09 12th contract year

SAN JOAQUIN #3 42 12th contract year

SAN JOAQUIN #2 32 12th contract year

SAN JOAQUIN #1-A 0.4 12th contract year

WISHON 50 50 50 5.0 12thcontract year

KERCKHOFF 126 126 1238 12th contract year

KERCKHOFF #2 155.0 12th contract year Y Y Y Y

HELMS 404.0 404.0 404.0 end of contract Y Y Y Y

HAAS 720 72.0 end of contract Y Y Y

KINGS RIVER 52.0 end of contract Y Y Y

BALCH #1 34.0 end of contract

BALCH #2 525 525 end of contract Y Y Y

TULE RIVER 32 32 12th contract year

KERN CANYON 11.5 12th contract year
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Schedule 1 (cont.)
Contract Capacity of Each Facility (in MW);
Date Capacity is Removed from Contract;
and Ancillary Service Certification

Capacity Removal Date  Ancillary Service Certified
Unit 1 Unit 2 Unit 3 Unit4  (at 12am first day of) Reg Spin NSpin Rep
Contracted Hydro Units

Grizzly 202 12th contract year Y Y Y
Irrigation District
Contracts
OWID
SLY CREEK 13.2 7/1/2010 Y Y Y
WOODLEAF 55.0 7/1/2010 Y Y Y
FORBSTOWN 39.7 7/1/2010 Y Y Y
KELLY RIDGE 10.0 7/1/2010
YCWA
COLGATE 170.0 170.0 12th contract year Y Y Y Y
NARROWS #2 55.0 12th contract year
SID
MONTICELLO 40 40 39 12th contract year
NID
DUTCH FLAT #2 26.0 7/1/2013 Y Y Y
CHICAGO PARK 380 7/1/2013 Y Y Y
ROLLINS 13.0 7/1/2013
PCWA
FRENCH MEADOWS 17.0 5/1/2013 Y Y Y
MIDDLE FORK 68.0 68.0 5/1/2013
RALSTON 86.0 5/1/2013
OXBOW 6.0 5/1/2013
Tri-Dam
DONNELLS 67.5 1/1/2005 Y Y Y
BEARDSLEY 11.0 1/1/2005
TULLOCH 9.0 9.0 1/1/2005
MID
EXCHEQUER 94.5 12th contract year Y Y Y Y
McSWAIN 10.0 12th contract year
Note 1:
Diablo Canyon Contract Capacity is as follows
Unit 1 Unit 2
Prior to Contract Year 12 1087 1087
Contract Year 12 650 650
Issued By: Bruce R. Worthington Effective Date: Effective Date of Plan of
President Reorganization

Issued on: November 30, 2001



Electric Generation LLC Original Sheet No. 65
Rate Schedule FERC No. 1

Schedule 3
Diablo Canyon Scheduled Outages

Start Days

Unit2  spring 2003 42

Unit 1 spring 2004 42

Unit 2 fall 2004 42

Unit 1 fall 2005 42

Unit2  spring 2006 42

Unit 1 spring 2007 42

Unit 2 fall 2007 42

Unit 1 fall 2008 42

Unit2  spring 2009 42

Unit 1 spring 2010 42

Unit 2 fall 2010 42

Unit 1 fall 2011 42

Unit2  spring 2012 42

Unit 1 spring 2013 42

Unit 2 fall 2013 42

Unit 1 fall 2014 42
Issued By: Bruce R. Worthington Effective Date: Effective Date of Plan of
President Reorganization

Issued on: November 30, 2001



ot ég@ UON




Enclosure 8
PG&E Letter DCL-01-119

Financial Qualifications Information:
Financial Statement and Related Information
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GEN
PROJECTED INCOME STATEMENT
($ Millions)
Year 1 Year 2 Year 3 Year 4 Year 5
Operating Revenues
Nuclear
Other Generation
Total Operating Revenues 1473 1492 1510
Operating Expenses
Purchased Power 76 72 62
Fuel 96 90 94
Operation & Maintenance 365 401 354
Depreciation & Amortization 49 53 62
Administrative & Other 81 82 84
Total Operating Expenses 667 697 657
Operating Income (Loss) 805 795 853
Other Non-Operating Income (195) (191) (185)
(Deductions)
Income Before Income Taxes 611 605 668
Income Taxes 247 245 271
Net Income (Loss) 363 360 397

5

I

Year 1 is the first 12 month period following closing on the transaction and implementation of the license transfers.
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GEN
PROJECTED OPENING BALANCE SHEET
($ Millions)
ASSETS LIABILITIES
Current Assets Current Liabilities
Cash and Temporary Cash Investments 0 Accounts Payable 72
Accounts Receivable 200 Other Current Liabilities 0
Inventories 66 Total Current Liabilities 72
Other Current Assets 0
Total Current Assets 266
Fixed Assets Non-Current Liabilities
Plant 874 DOE Decontamination &
Decommissioning Assessment 6
Fuel 170 Funded Decommissioning Liability 1,219
Total Fixed Assets 1,044 Unfunded Decommissioning Liability 0
Other Long Term Liabilities 16
Total Non-Current Liabilities 1,242
Other Long Term Assets Capitalization
Decommissioning Funds 1,219 Debt 2,400
Goodwill 0 Equity (1,183)
Other Long Term Assets 1 Total Capitalization 1,217
Total Other Assets 1,220
Total Assets 2,530 Total Liabilities & Capitalization 2,530




N

GEN

KEY ASSUMPTIONS
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Year 1

Year 2

Year 3

Year 4

Year 5

Generation (GWh)'®

Nuclear

Non-Nuclear

Purchases

Total Supply (GWh)

Market Sales (GWh)

Average Market Price
($/MWh)"

Total Generation Revenues
($ Millions)

Nuclear Capacity Factor

16

Net of transmission line losses.

3

Average Market Price is derived from the proposed bilateral power sales agreement rather than forward market price projections. The
Average Market Price is calculated as total revenue divided by total electric output.
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ESTIMATED NUCLEAR COSTS

AGGREGATE: TWO DCPP UNITS

($ Millions)
Year Operating and Maintenance Expenses | Fuel Capital Expenses Additional Capital Expenses | Total'®
Base Capital | Major
Projects”®
1
2
3
4
5
18 These totals exclude approximately per year of Administrative and General expenses attributed to DCPP.

19

Major Projects in Years 1 through 3 include

expense, not a capital expense.

. Major Projects in Years 4 through 5 include partial cost of
. DCPP Independent Spent Fuel Storage Installation (dry cask storage) is reflected as an operating
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Decommissioning Funding Assurance:
Calculation Demonstrating Adequacy of “Prepayment Amount”
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Diablo Canyon Power Plant, Unit 1

~ License Expires September 22, 2021
Funding Status Assuming 0.84% Net After-Tax Earnings®
($ Millions)

Calendar | Contribution | Earnings | Balance | NRC Minimum | NRC Minimum
Year (2002) Status
2001 1.92 - 482.75°" |347.88 Fully Funded
2002 7.68 30.61 521.04 367.01 Fully Funded
2003 - 33.03 554.07 387.20 Fully Funded
2004 - 35.13 589.20 408.50 Fully Funded
2005 - 37.36 626.56 430.96 Fully Funded
2006 - 39.72 666.28 454.67 Fully Funded
2007 - 42.24 708.52 479.67 Fully Funded
2008 - 44.92 753.44 506.06 Fully Funded
2009 - 47.77 801.21 533.89 Fully Funded
2010 - 50.80 852.01 563.25 Fully Funded
2011 - 54.02 906.03 594.23 Fully Funded
2012 - 57.44 963.47 626.91 Fully Funded
2013 - 61.08 1,024.55 |661.39 Fully Funded

- 2014 - 64.96 1,089.51 | 697.77 Fully Funded
2015 - 69.07 1,158.58 | 736.15 Fully Funded
2016 - 73.45 1,232.04 |776.64 Fully Funded
2017 - 78.11 1,310.15 |819.35 Fully Funded
2018 - 83.06 1,393.21 | 864.42 Fully Funded
2019 - 88.33 1,481.54 |911.96 Fully Funded
2020 - 93.93 1,675.47 |962.12 Fully Funded
2021 - 72.05 1,647.53 |1,000.33 Fully Funded

2 The assumption is based upon the current California Public Utilities Commission authorized after-

tax earnings rate.
“ Reflects projected end-of-year 2001 balance, including contributions made in 2001. Liquidation
value as of September 30, 2001, was $473.5 million.
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Calculation Notes for DCPP Unit 1

Contribution: PG&E is currently authorized to contribute a total of $24.003 million per
year to the Diablo Canyon Nuclear Decommissioning Master Trusts. Unit 1’s portion of
the total contribution is $7.68 million. For 2001, only the 4th Quarter contribution, to be
made December 28, 2001, is shown as a contribution. Contributions for the first three
Quarters are included in the end-of-year 2001 balance.

Earnings: PG&E has assumed after-tax earnings to the trust of 6.34 percent per year.
(The liability (cost estimate) is grown at 5.5 percent per year, resulting in a 0.84 percent
after-tax real growth rate on the trust.) Earnings are calculated each year by multiplying
the prior year's balance by 6.34 percent. Year 2021 earnings are calculated on a
partial-year basis.

Balance: The end-of-year 2002 balance is determined as follows —

PG&E used the liquidation value of the Unit 1 trust ($473.5 million) as of
September 30, 2001 and determined an end-of-year 2001 balance by escalating
the trust asset at 6.34 percent per annum for the remaining 3 months of 2001.
After adding in the 4th Quarter 2001 contribution, the resulting end-of-year 2001
balance was $482.75 million. ($473.5 * (1.06347(3/12)) + $1.92)

Contributions of $7.68 million and earnings of $30.61 million (calculated at 6.34
percent of the year 2001 balance) are then added to the year end 2001 balance
of $482.75 million to derive the end-of-year 2002 balance of $521.04 million.

Current year end balances are calculated by adding prior end-of-year balances
to the current year's earnings and contributions.

Year 2021 balances are calculated on a partial-year basis.

NRC Minimum: The Calendar Year 2002 NRC Minimum for Unit 1 of $367.01 million
is calculated as follows —

PG&E’'s March 2001 letter to the NRC (DCL-01-026) indicated the total NRC
decommissioning fund estimate in January 2001 dollars, based on preliminary
October 2000 through January 2001 data, was $793.4 million. That number
represents the combined Unit 1 and Unit 2 NRC decommissioning fund estimate.

PG&E updated the January 2001 estimate to reflect actual October 2000 through
January 2001 data. The January 2001 actual combined Unit 1 and Unit 2 NRC
decommissioning fund estimate is $795.6 million.

To determine the end-of-year 2001 total decommissioning fund estimate, PG&E
escalated the balance at 5.5 percent per annum for the remaining 11 months of
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2001. The resulting end-of-year 2001 balance was $835.6 million. ($795.6 *
(1.055%(11/12)).

The $835.6 million was allocated to Units 1 and 2 using site-specific
decommissioning cost estimates prepared for PG&E by TLG, Inc. By Unit, the
NRC amount is as follows:

TLG Estimate Percent of Total NRC Decom
Unit 1 436.6 416 % $347.88 (41.6% * $835.6)
Unit 2 612.1 58.4 % $487.72 (58.4% * $835.6)
Total 1,048.7 100.0 % $835.6

Years 2002 forward, are determined by multiplying the end-of-year 2001 amount
by an escalation factor of 5.5 percent.
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Diablo Canyon Power Plant, Unit 2
License Expires April 26, 2025

Funding Status Assuming 0.84% Net After-Tax Earnings®

($ Millions)
Calendar | Contribution | Earnings | Balance | NRC NRC Minimum
Year Minimum Status
(2002)

2001 4.08 - 641.28%° |487.72 Fully Funded
2002 16.32 40.66 698.26 514.54 Fully Funded
2003 0.00 44.27 742.53 542.84 Fully Funded
2004 0.00 47.08 789.60 572.70 Fully Funded
2005 0.00 50.06 839.67 604.20 Fully Funded
2006 0.00 53.23 892.90 637.43 Fully Funded
2007 0.00 56.61 949.51 672.49 Fully Funded
2008 0.00 60.20 1,009.71 | 709.47 Fully Funded
2009 0.00 64.02 1,073.72 | 748.50 Fully Funded
2010 0.00 68.07 1,141.80 | 789.66 Fully Funded
2011 0.00 72.39 1,214.19 | 833.09 Fully Funded
2012 0.00 76.98 1,291.17 | 878.91 Fully Funded
2013 0.00 81.86 1,373.03 | 927.25 Fully Funded
2014 0.00 87.05 1,460.08 | 978.25 Fully Funded
2015 0.00 92.57 1,652.65 | 1,032.06 Fully Funded
2016 0.00 98.44 1,651.09 |1,088.82 Fully Funded
2017 0.00 104.68 1,755.76 | 1,148.71 Fully Funded
2018 0.00 111.32 1,867.08 |1,211.88 Fully Funded
2019 0.00 118.37 1,985.45 |1,278.54 Fully Funded
2020 0.00 125.88 2,111.33 11,348.86 Fully Funded
2021 0.00 133.86 2,245.19 |1,423.05 Fully Funded
2022 0.00 142.34 2,387.53 | 1,501.31 Fully Funded
2023 0.00 151.37 2,538.90 | 1,583.89 Fully Funded
2024 0.00 160.97 2,699.87 |1,671.00 Fully Funded
2025 0.00 55.89 2,755.76 | 1,701.09 Fully Funded

22

tax earnings rate.

23

value as of September 30, 2001, was $627.5 million.

The assumption is based upon the current California Public Utilities Commission authorized after-

Reflects projected end-of-year 2001 balance, including contributions made in 2001. Liquidation
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Calculation Notes for DCPP Unit 2

Contribution: PG&E is currently authorized to contribute a total of $24.003 million per
year to the Diablo Canyon Nuclear Decommissioning Master Trusts. Unit 2's portion of
the total contribution is $16.32 million. For 2001, only the 4th Quarter contribution, to
be made December 28, 2001, is shown as a contribution. Contributions for the first
three Quarters are included in the end-of-year 2001 balance.

Earnings: PG&E has assumed after-tax earnings to the trust of 6.34 percent per year.
(The liability (cost estimate) is grown at 5.5 percent per year, resulting in a 0.84 percent
after-tax real growth rate on the trust.) Earnings are calculated each year by multiplying
the prior year's balance by 6.34 percent. Year 2025 earnings are calculated on a
partial-year basis.

Balance: The end-of-year 2002 balance is determined as follows —

PG&E used the liquidation value of the Unit 2 trust ($627.48 million) as of
September 30, 2001 and determined an end-of-year 2001 balance by escalating
the trust asset at 6.34 percent per annum for the remaining 3 months of 2001.
After adding in the 4th Quarter 2001 contribution, the resulting end-of-year 2001
balance was $641.28 million. ($627.48 * (1.0634(3/12)) + $4.08)

Contributions of $16.32 million and earnings of $40.66 million (calculated at 6.34
percent of the year 2001 balance) are then added to the year end 2001 balance
of $641.28 million to derive the end-of-year 2002 balance of $698.26 million.

Current year end balances are calculated by adding prior end-of-year balances
to the current year's earnings and contributions.

Year 2025 balances are calculated on a partial-year basis.

NRC Minimum: The Calendar Year 2002 NRC Minimum for Unit 2 of $514.54 million
is calculated as follows —

PG&E’s March 2001 letter to the NRC (DCL-01-026) indicated the total NRC
decommissioning fund estimate in January 2001 dollars, based on preliminary
October 2000 through January 2001 data, was $793.4 million. That number
represents the combined Unit 1 and Unit 2 NRC decommissioning fund estimate.

PG&E updated the January 2001 estimate to reflect actual October 2000 through
January 2001 data. The January 2001 actual combined Unit 1 and Unit 2 NRC
decommissioning fund estimate is $795.6 million.

To determine the end-of-year 2001 total decommissioning fund estimate, PG&E
escalated the balance at 5.5 percent per annum for the remaining 11 months of
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2001. The resulting end-of-year 2001 balance was $835.6 million. ($795.6 *
(1.055%(11/12)).

The $835.6 million was allocated to Units 1 and 2 using site-specific
decommissioning cost estimates prepared for PG&E by TLG, Inc. By Unit, the
NRC amount is as follows:

TLG Estimate Percent of Total NRC Decom
Unit 1 436.6 416 % $347.88 (41.6% * $835.6)
Unit 2 612.1 58.4 % $487.72 (58.4% * $835.6)
Total 1,048.7 1000% - $835.6

Years 2002 forward, are determined by multiplying the end-of-year 2001 amount
by an escalation factor of 5.5 percent.

225069.10



