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JAMES L. LOPES (No. 63678) 
WILLIAM J. LAFFERTY (No. 120814) 
KIMBERLY A. BLISS (No. 207857) 
HOWARD, RICE, NEMEROVSKI, CANADY, 

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

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

UNITED STATES BANKRUPTCY COURT 

NORTHERN DISTRICT OF CALIFORNIA 

SAN FRANCISCO DIVISION
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In re 

PACIFIC GAS AND ELECTRIC 
COMPANY, a California corporation, 

Debtor.  

Federal I.D. No. 94-0742640

Case No. 01 30923 DM 

Chapter 11 Case 

Date: December 21, 2001 
Time: 1:30 p.m.  
Place: 235 Pine Street, 22nd Floor 

San Francisco, California 
Judge: Hon. Dennis Montali

DECLARATION OF WILLIAM J. LAFFERTY IN SUPPORT OF DEBTOR'S MOTION 

FOR AUTHORITY TO COMPROMISE CLAIMS BETWEEN ESTATE AND VARIOUS 
QUALIFYING FACILITIES
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LAFFERTY DECL. ISO MOTION FOR AUTH. TO COMPROMISE CLAIMS WITH VARIOUS QFS
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UNITED STATES BANKRUPTCY COURT 
SAN FRANCISCO, CA
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1 I, WILLIAM J. LAFFERTY, declare that: 

2 1. I am an attorney at law licensed to practice in the State of California and a 

3 director of the law firm of Howard, Rice, Nemerovski, Canady, Falk & Rabkin, attorneys for 

4 Pacific Gas and Electric Company ("PG&E"), the debtor and debtor-in-possession in the 

5 above-captioned Chapter 11 case. I make this declaration of my own personal knowledge, 

6 except where otherwise indicated, and would testify competently to the truth of the matters 

7 stated herein if called upon to do so. This Declaration is submitted in support of PG&E's 

8 Motion For Authority To Compromise Claims Between Estate And Various Qualifying 

9 Facilities (the "Motion").  

10 2. On December 7, 2001, PG&E filed its Motion seeking authority to enter into 

11 "Supplemental Agreements" with various Qualifying Facilities ("QFs") which resolved, 

12 inter alia, issues related to the amount of interest owed those QFs on those amounts owed 

13 them (the "Prepetition Payables") pursuant to the agreements (the "Assumption 
RIE 

C.AmNU 14 Agreements") entered into between the QFs and PG&E effecting an assumption of the QFs' 
BqUK 

&RAHUN 
15 Power Purchase Agreements ("PPAs"), as well a schedule for payment of the Prepetition 

16 Payables and accrued interest.  

17 3. The Motion specifically attached Supplemental Agreements reached with thirteen 

18 and three separate GWF QFs. In addition, the Motion requested that "the Court authorize 

19 [PG&E] to enter into supplemental agreements with QFs on substantially similar terms as 

20 the Supplemental Agreements [with Calpine and GWF], between the filing of this motion 

21 and the hearing thereon, set for December 21, 2001, provided that PG&E inform the Court 

22 and interested parties at the hearing of the identity of each such settling QF and the 

23 aggregate amount of prepetition payables to be paid under the terms set forth in the 

24 Supplemental Agreement." 

25 4. On Thursday, December 20, 2001, PG&E was able to finalize twenty (20) 

26 Supplemental Agreements with twenty-two (22) additional QFs. These additional 

27 Supplemental Agreements, true and correct copies of which are attached hereto as Exhibits 

28 1-20, are substantially similar-but not identical-to the Supplemental Agreement PG&E 

LAFFERTY DECL. ISO MOTION FOR AUTH. TO COMPROMISE CLAIMS WITH VARIOUS QFS
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finalized with GWF.  

5. In accordance with its stated intent in the Motion, PG&E will seek authority to 

enter into the attached Supplemental Agreements at the hearing on December 21, 2001 at 

1:30 p.m. Accordingly, considering the number of Supplemental Agreements achieved 

between the filing of the Motion and the hearing, PG&E now submits these twenty (20) 

additional Supplemental Agreements as an administrative convenience to the Court instead 

of waiting to present such Supplemental Agreements for the first time at the hearing.  

I declare under penalty of perjury under the laws of the United States of America 

and the State of California that the foregoing is true and correct, and that this declaration was 

executed this)-d day of December, 2001, in San Francisco, California.  

By: 
WILLIAM -AFERTY 

WD 122001/1-1419920/kab/965684/vl 
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SCHEDULE A

KES - Kingsburg 
Martinez Cogen 
PE - Berkeley 
Ripon Cogeneration 
United Cogen, Inc.  
Wadham Energy LP 
Santa Maria Cogen 
Yuba City Cogen 
Wheelebrator - Hudson 
Wheelebrator - Shasta 
Wheelebrator - Lassen 
Rio Bravo - Poso 

- Fresno 
- Rocklin 

Stockton Cogen 
El Paso - High Sierra 
El Paso - Kern Front 
El Paso - McKittrick 
El Paso - Chalk Cliff 
El Paso - Double "C" 
El Paso - Live Oak 
El Paso - Bear Mountain 

Total for all 22 PPA's

($10,587,681) 
($11,053,854) 
($11,104,650) 
($17,399,281) 
($13,014,189) 
($7,814,574) 
($334,533) 
($6,547,670) 
($2,080,610) 
($19,581,895) 
($6,667,977) 
($13,880,231) 
($8,044,369) 
($8,071,790) 
($21,481,691) 
($16,469,101) 
($16,639,960) 
($16,224,060) 
($15,509,084) 
($16,351,180) 
($15,065,552) 
($16,142,626) 

$270,066,558

WD 122001/l-1419920/kab/965689/vt
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SUPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 
2001, is made by and between KES KINGSBURG, L.P. (PG&E Log. No. 25C 164) 
("Q.F') and PACIFIC GAS AND ELECTRIC COMPANY ("PG&E"). QF and PG&E 
are sometimes referred to herein as the "Parties" or singularly as a "_a ." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition 
pursuant to Title 11 United States Code Sections 101, et seq. ("Bankruptcy Code") in 
the United States Bankruptcy Court for the Northern District of California, San 
Francisco Division (the "Bankruptcy Court") on April 6, 2001; 

B. WHEREAS, QF and PG&E are parties to that certain Agreement 
dated as of July 12, 2001 ("Assumption Agreement") respecting, among other things, 
the assumption by PG&E of that certain contract listed therein (the "Contract') and the 
Assumption Agreement has been approved by order of the Bankruptcy Court 
("Assumption Order"); 

C. WHEREAS, PG&E's Chapter II bankruptcy case, Case No. 01
30923-DM ("Bankruptcy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 
the Contract pursuant to 11 U.S.C. Section 365(b) and (d)(2) and Rules 6006, 9014 
and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 
in Attachment A to the Assumption Agreement for a total principal amount due QF of 
Ten Million Five Hundred Eighty-Seven Thousand Six Hundred Eighty Dollars and 
Eighty-Seven Cents (S 10,587,680.87), excluding interest thcreon (the "Prcpetition 
Payables"); 

F. WHEREAS, starting on or about February 1, 2001 (the "Initial 
Default Date"), PG&E failed to pay the full amount due to QF under the Contract for 
deliveries of energy and capacity for the period between December 1, 2000 and April 
6, 2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 
Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 
the Parties; and 

KES Kingsburg, LP
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H. WHEREAS, the Parties have negotiated the provisions set forth in 

this Supplemental Agreement respecting the Interest Rate and payment of the 

Prepetition Payables; 

NOW, THEREFORE, in consideration of the premises described above 

and the terms and conditions set forth below, the parties hereby agree as follows: 

1. Definitions. Any capitalized term not defined herein shall have 

the meaning ascribed to it in the Assumption Agreement.  

2. Calculation of Net Amounts/Waiver of Claims. Prior to the 

calculation of accrued interest, any amounts paid to QF for 'hardship payments" made 

pursuant to the July 5, 2001 order of the Bankruptcy Court ("QF Order") shall be 

netted against the Prepetition Payables to yield the "Net Amount" defined for QF as 

shown on Exhibit lattached hereto- QF hereby waives any claim for payment from 

PG&E based upon a QF assertion of economic hardship, including any claim for 

further payment from PG&E pursuant to the QF Order.  

3. Calculation and Rate of Interest. The outstanding principal 

balance of the Prepetition Payables shall bear interest at a rate of five percent (5%) per 

annum (the "Interest Rate") from the respective due dates of the principal amounts set 

forth on Attachment A to the Assumption Agreement until paid. Interest shall be 

calculated on the basis of a 365-day year with the actual number of days (excluding 

the first day and including the last day) occurring during the period for which interest 

is payable.  

4. Payment Schedule, 

(a) Interest. All accrued prepetition and postpetition interest 

due on the Prepetition Payables shall be paid on or before January 31, 2002. If all 

accrued prepetition and postpetition interest is paid on January 31, 2002, the total 

amount of interest due QF under this Supplemental Agreement on that date shall be 

Four Hundred Fifty-Five Thousand Seven Hundred Twenty-Nine Dollars and Fifty

Five Cents (S 455,729.55). Thereafter, accrued interest on the outstanding unpaid 

principal amount of the Prepetition Payables shall be payable monthly in arrears on the 

declining balance of the Prepetition Payables until the Prepetition Payables.have been 

paid in full.  

(b) Principal. Notwithstanding the terms of any plan of 

reorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E 

shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 

equal monthly installments on the last PG&E business day of each month commencing 

January 31, 2002 and continuing at the end of each month thereafter until paid in full.

K.ES Kingsbug, LP
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(c) Separate PaymentS. Unless designated to the contrary in 

writing at least one (1) week in advance of the payment date, all payments of the sums 

set forth in Attachment A to the Assumption Agreement and the principal and interest 

due hereunder shall be made to QF in the amounts set forth in Exhibit 1 attached 

hereto. Each of the payments above is subject to adjustment for rounding errors (either 

upward or downward) of up to but no more than one dollar ($1.00).  

(d) Due on Plan Effectie Date. If the Plan Effective Date of 

any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 

Payables and all interest accrued thereon has been paid in full, the remaining balance 

of the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 

Effective Date.  

(e) Setoffs. To the extent that PG&E has or claims to have 

any right to assert any existing or future right of setoff as a defense to or reduction of 

any of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 

hereby waives such right of setoff with respect to such obligations, but only with 

respect to such obligations. Provided PG&E is not in default of its payment 

obligations under this Supplemental Agreement, QF shall not setoff any obligation 

owed to PG&E against QFs right to receive payments under this Supplemental 

Agreement, Except as set forth above, each Party retains any and all setoff rights it 

may have, if any, under the Contract.  

(f) Other Terms. The right of QF to receive all payments 

hereunder shall be entitled to administrative expense priority under Bankruptcy Code 

Sections 503 and 507(a)(1). QF shall have standing and reserves the right to object or 

seek other relief in the Bankruptcy Court in the event that PG&Es cash reserves fall 

below what is reasonably necessary to timely satisfy PG&E's postpetition obligations, 

including the obligations under this Supplemental Agreement The obligations of 

PG&E under this Supplemental Agreement shall be binding on any trustee in a 

Chapter 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified 

by any plan of reorganization or other order or ruling in the PG&E Bankruptcy Case.  

5. Bakruptcy Court Amroval. This Supplemental Agreement is 

subject to Bankruptcy Court approval and shall not become effective until entry of an 

order approving this Supplemental Agreement.  

6. Default. In the event that any payment required to be made under 

this Supplemental Agreement is not made on or before the date due, QF may make a 

motion to enforce this Supplemental Agreement or seek other appropriate relief before 

the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 

commence an adversary proceeding or other suit and may proceed by noticed motion 

on seven (7) calendar days' notice without the requirement of obtaining an order 

shortening time. QF reserves the right to seek, as appropriate relief that the entire

KES Kinsburg LP
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amount of the Prepetition Payables and all interest thereon should be accelerated as a 

result of such nonpayment. PG&E reserves the right to assert that acceleration is not 

appropriate, 

7. Entire Agreement. This Supplemental Agreement, together with 

the Assumption Agreement, sets forth the entire agreement between the Parties 

relating to the Interest Rate and the payment by PG&E of the Prepetition Payables 

relating to the assumption by PG&E of the Contract and the payment of the Prepetition 

Payables and supersedes and replaces any prior understanding, correspondence, 

conmiitments or agreement, whether oral or written concerning the subject matters of 

this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 

extent amended by this Supplemental Agreement, the terms of the Assumption 

Agreement remain in full force and effect, and any conflict between this Supplemental 

Agreement and the Assumption Agreement shall be resolved in favor of this 

Supplemental Agreement. Any modification or amendment to this Supplemental 

Agreement must be in writing and must be signed and dated by the Parties, and must 

explicitly state that it is intended to be an amendment to or modification of this 

Supplemental Agreement.  

8. Descriptive Headings. The descriptive headings of this 

Supplemental Agreement are inserted for convenience of reference only and do not 

constitute a part of this Supplemental Agreement 

9. Expenses. Each Party shall pay its own expenses, professional 

fees and other costs connected with or associated with the negotiation and execution of 

this Supplemental Agreement. In the event any Party breaches this Supplemental 

Agreement, the breaching Party shall pay all costs and expenses (including attorneys' 

fees and expenses) incurred by the other Party or Parties in connection with or arising 

out of such breach.  

10. Go =g _aw. This Supplemental Agreement is made and 

entered into in the State of California, and shall in all respects be interpreted and 

governed under the laws of California, without regard to principles of conflicts of law.  

11. Binding Agreement. This Supplemental Agreement shall be 

binding upon and inure to the benefit of the successors and assigns of the Parties 

hereto, including any trustee appointed in the Bankruptcy Case.  

12. Construction of Agreement. Counsel for the respective Parties 

have reviewed and participated in the drafting of this Supplemental Agreement.  

Consequently, the principle of construction of contracts that ambiguities shall be 

resolved against the drafter shall not be used or applied in the interpretation of this 

Supplemental Agreement.

KES Kimgsbug, LP
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13. R-presentations. Each PaMy hereby represents and warrants to 

each of the other Parties that (a) the execution of this Supplemental Agreement has 

been duly authorized by all necessary corporate, shareholder and similar actions; (b) 

this Supplemental Agreement has been duly executed and delivered and constitutes the 

legal valid and binding obligation of such Pary, enforceable against such Party in 

accordance with its terns; and (c) the execution and delivery of this Supplemental 

Agreement and the performance by such Party of its obligations hereunder do not and 

will not conflict with, contravene or breach, any law, judgment, order or material 

contact applicable to or binding on such Party or any of its properties or assets.  

14. XegtIon 2XCoun t arts. This Supplemental Agreement may 

be executed in separate counterparts, each of which when executed shall be an 

original, but all of which, taken together, shall constitute one and the same instrument.  

IN WITNESS WHEREOF, this Supplemental Agreement has been duly 

executed by or on behalf of QF and PG(&E as of the date first written above.  

L(ES KINGSBURG, L.P.  

A California Limited Partnership 

By: PE - Kiugsburg LLC, 

A New York Limited Liability 
Company, its General Partner 

By;f2.,,A., 

Name: -"Ž~e..,Q -. ,\ 
President 

PACIFIC GAS AND ELECTRIC 

COMPANY 

A Cafifornia corporation

KES Kingsuig LP
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EXHIBIT I TO SUPPLEMENTAL AGREEMENT - PAYMENT SCHEDULE

Legal Entity, Project Descriptlon Due Dole 

KES Klngsbutg, L.P., 

PG&E Log No, 25C164 
Outstanding AIR: 02102V11 

0310/01 
04103101 
05104101 
04117101 

Subtotal at 5131101

Hardship Payments to Date: 

Net Amount Payable 
Month Principal Amount (1112)

SCHEDULE OF PAYMENTS

Dant 0SI13l01 
111111/01 

07111301 
07130101 
08J11501 

0130101 
02114101 
69123101 
10130101 
01131102 
TOTAL

Date 
01131102 
02121/02 
03129102 
0400102 
05131(02 

06128102 
07131152 
03*13002 
21313/02 
101311/2 
11127102 
12131102 

TOTAL PAYMENT8S

Outstanding at 40101 per 
July 12, 2001 
Agreement Elapsed 

0as

5 
$ 
S 
S 
$ 

$ 
S 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
5 
$

S $ 
$ 
S 
$ 
S 
S 
S 
S 
$ 
$ 
S

Days 

31101

5,70e,853.38 1 3,095,744.87 
1,107,90.54 

672,132.09 

10,587,610.SS 8 ee 

PRINCIPAL 

BALANCE Elapsed Days 

10,5687,68088 
10,348.635.93 
10,143,201.55 
0,939,656.94 
9,766,072.16 
9,575,098,90 
9,373,684.92 
9,165,511.79 
8,90,087 51 
8,960,687.51 
8,280,367.61 

746,722.29

PRINCIPAL ACCRUED PAYMENT INTEREST 

Is $ 92,280.10 

86 $ 36,50w.76 

58 $ 8,602.89 

27 $ 2.485.97 

44 $ S 
(we $ . $ 140,074.72

PRINCIPAL PAYMENT 
18 $ 239,044.96 
11 $ 205,434.38 
14 $ 203,544.61 
17 $ 173,584.78 
16 $ 190,973.26 
i5 $ 201,513.98 
15 $ 206,073.13 
14 S 204,844.28 

32$ 
93S 

$ 1,1S213.1

PRINCIPAL PRINCIPAL 
BALANCE Elapsed Days PAYMENT 

8,960,687.51 see above $ 746,722.32 

8,213,945.19 28 $ 748,722.29 
7,487.Z12.90 29 $ 74s,722.29 

6.720,600.61 32 $ 746,722.29 

5,g73,778.32 31 S 74e,722-29 

5,227,056.03 28 $ 748,722.29 

4,480,333.74 33 $ 746,72229 

3,733,611-45 30 S 74e,722.29 

2,986.889.16 31 S 746,722.29 

2,240,168.87 31 $ 748,722.29 

J,493,444-58 27 $ 746,722.29 

74e,722.29 34 S 748,722.29 
S 8,40 0,967.51

ACCRUED INTEREST 
$ 26,106.61 
$ 15,•93.83 
$ 19,452.72 
$ 23,147.15 
$ 21,405.09 
$ 19,674.88 
$ 19,260.79 
$ 17,57.69 
$ 39,279.64 
$ 114,156.45 
$ 455,72T.55

ACCRUED INTEREST TOTAL PAYMENT 
$ 466,729.56 $ 1,202,451.87 
$ 31,505.54 $ 778,227.83 
$ 29,664.31 $ 776,386.60 

$ 29,.46973 $ 776,182.02 
$ 25,368.10 $ 772,090.39 

$ 20,048.98 $ 766,771.27 

$ 20,253.58 $ 766,875.85 
$ 15,343.61 $ 762,065.90 

$ 12,684,05 $ 759,406.34 

$ 9,513.04. $ 758,235.33 
$ 5,523.70 $ 752,245.90 

$ 3,477.88 $ 760,200.17 

$ 658,572.05 $ 3,613,239.58

Interest calculation assumes payment made on last business day of the month for PG&E.  

Interest uslculation will be adiusted accordingly it payments made other than on the Wlst PG&E business day.  

Each payment above is subject to adjustment for rounding error (upward or downward) of not more than $1.00.  
Page 1 of 1
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SUPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 

2001, is made by and between MARTINEZ COGEN LIMITED PARTNERSHIP 

(PG&E Log. No. 01C044) ("Q2") and PACIFIC GAS AND ELECTRIC COMPANY 

("PG&Ef). QF and PG&E are sometimes referred to herein as the "Parties" or 

singularly as a "PY." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter II bankruptcy petition 

pursuant to Title 11 United States Code Sections 101, et seq. ("IBMrutcy Code") in 

the United States Bankruptcy Court for the Northern District of California, San 

Francisco Division (the "Bankruptcy Court") on April 6, 2001; 

B. WHEREAS, QF and PG&E are parties to that certain Agreement 

dated as of July 12, 2001 ("Assum tion Agreement") respecting, among other things, 

the assumption by PG&E of that certain contract listed therein (the "Contrat") and the 

Assumption Agreement has been approved by order of the Bankruptcy Court 

("Assumption Order"); 

C. WHEREAS, PG&E's Chapter 11 bankruptcy case, Case No. 01

30923-DM ("Banrtcy Case), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 

the Contract pursuant to 11 U.S.C. Section 365(b) and (d)(2) and Rules 6006, 9014 

and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 

in Attachment A to the Assumption Agreement for a total principal amount due QF of 

Eleven Million Fifty-Three Thousand Eight Hundred Fifty-four Dollars and Thirty

Six Cents ($ 11,053,854.36), excluding interest thereon (the "Prepetition Payables"); 

F. WHEREAS, starting on or about February 1, 2001 (the "Initial 

Default Date"), PG&E failed to pay the full amount due to QF under the Contract for 

deliveries of energy and capacity for the period between December 1, 2000 and April 

6,2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 

Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 

the Parties; and

Matinez Cogen, L.P.
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H. WHEREAS, the Parties have negotiated the provisions set forth in 

this Supplemental Agreement respecting the Interest Rate and payment of the 

Prepctition Payables; 

NOW, THEREFORE, in consideration of the premises described above 

and the terms and conditions set forth below, the parties hereby agree as follows: 

1. Definitions. Any capitalized term not defined herein shall have 

the meaning ascribed to it in the Assumption Agreement.  

2. Calculation and Rate of Interest. The outstanding principal 

balance of the Prepetition Payables shall bear interest at a rate of five percent (5%) per 

annum (the "Interest Rate") from the respective due dates of the principal amounts set 

forth on Attachment A to the Assumption Agreement until paid. Interest shall be 

calculated on the basis of a 365-day year with the actual number of days (excluding 

the first day and including the last day) occurring during the period for which interest 

is payable.  

3. Payment Schedule.  

(a) I . All accrued prepetition and postpetition interest 

due on the Prepetition Payables shall be paid on or before January 31, 2002. If all 

accrued prepetition and postpetition interest is paid on January 31, 2002, the total 

amount of interest due QF under this Supplemental Agreement on that date shall be 

Five Hundred Twenty-One Thousand One Hundred Fourteen Dollars and Sixty-Eight 

Cents ($ 521,114.68 ). Thereafter, accrued interest on the outstanding unpaid principal 

amount of the Prepetition Payables shall be payable monthly in arrears on the 

declining balance of the Prepetition Payables until the Prepetition Payables have been 

paid in full.  

(b) Principal. Notwithstanding the terms of any plan of 

reorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E 

shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 

equal monthly installments on the last PG&E business day of each month 

commencing January 31, 2002 and continuing at the end of each month thereafter until 

paid in full.  

(c) Separate Payments. Unless designated to the contrary in 

writing at least one (1) week in advance of the payment date, all payments of the sums 

set forth in Attachment A to the Assumption Agreement and the principal and interest 

due hereunder shall be made to QF in the amounts set forth in Exhibit I attached 

hereto. Each of the payments above is subject to adjustment for rounding errors (either 

upward or downward) of up to but no more than one dollar ($1.00).

Martieez Cogen, L.P.
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(d) Due on Plan Effective Date. If the Plan Effective Date of 

any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 

Payables and all interest accrued thereon has been paid in full, the remaining balance 

of the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 

Effective Date.  

(e) 5gtoffs. To the extent that PG&E has or claims to have 

any right to assert any existing or future right of setoff as a defense to or reduction of 

any of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 

hereby waives such right of setoff with respect to such obligations, but only with 

respect to such obligations. Provided PG&E is not in default of its payment 

obligations under this Supplemental Agreement, QF shall not setoff any obligation 

owed to PG&E against QF's right to receive payments under this Supplemental 

Agreement. Except as set forth above, each Party retains any and all setoff rights it 

may have, if any, under the Contract.  

(f) Other Terms. The right of QF to receive all payments 

hereunder shall be entitled to administrative expense priority under Bankruptcy Code 

Sections 503 and 507(a)(1). QF shall have standing and reserves the right to object or 

seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 

below what is reasonably necessary to timely satisfy PG&E's postpetition obligations, 

including the obligations under this Supplemental Agreement. The obligations of 

PG&E under this Supplemental Agreement shall be binding on any trustee in a 

Chapter 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified 

by any plan of reorganization or other order or ruling in the PG&E Bankruptcy Case.  

4. Bankruptcy Court Approval. This Supplemental Agreement is 

subject to Bankruptcy Court approval and shall not become effective until entry of an 

order approving this Supplemental Agreement.  

5. Default. In the event that any payment required to be made under 

this Supplemental Agreement is not made on or before the date due, QF may make a 

motion to enforce this Supplemental Agreement or seek other appropriate relief before 

the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 

commence an adversary proceeding or other suit and may proceed by noticed motion 

on seven (7) calendar days' notice without the requirement of obtaining an order 

shortening time. QF reserves the right to seek, as appropriate relief, that the entire 

amount of the Prepetition Payables and all interest thereon should be accelerated as a 

result of such nonpayment. PG&E reserves the right to assert that acceleration is not 

appropriate.  

6. Entire Agreement. This Supplemental Agreement, together with 

the Assumption Agreement, sets forth the entire agreement between the Parties 

relating to the Interest Rate and the payment by PG&E of the Prepetition Payables

Martincz Cogen, L.P.
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relating to the assumption by PG&E of the Contract and the payment of the Prepetition 

Payables and supersedes and replaces any prior understanding, correspondence, 

commitments or agreement, whether oral or written concerning the subject matters of 

this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 

extent amended by this Supplemental Agreement, the terms of the Assumption 

Agreement remain in full force and effect, and any conflict between this Supplcmental 

Agreement and the Assumption Agreement shall be resolved in favor of this 

Supplemental Agreement. Any modification or amendment to this Supplemental 

Agreement must be in writing and must be signed and dated by the Parties, and must 

explicitly state that it is intended to be an amendment to or modification of this 

Supplemental Agreement.  

7. Descriptive Headings. The descriptive headings of this 

Supplemental Agreement are inserted for convenience of reference only and do not 

constitute a part of this Supplemental Agreement.  

8. E. Each Party shall pay its own expenses, professional 

fees and other costs connected with or associated with the negotiation and execution of 

this Supplemental Agreement. In the event any Party breaches this Supplemental 

Agreement, the breaching Party shall pay all costs and expenses (including attorneys' 

fees and expenses) incurred by the other Party or Parties in connection with or arising 

out of such breach.  

9. Governing Law. This Supplemental Agreement is made and 

entered into in the State of California, and shall in all respects be interpreted and 

governed under the laws of California, without regard to principles of conflicts of law.  

10. Binding Agreement. This Supplemental Agreement shall be 

binding upon and inure to the benefit of the successors and assigns of the Parties 

hereto, including any trustee appointed in the Bankruptcy Case.  

11. Construction of Agreement. Counsel for the respective Parties 

have reviewed and participated in the drafting of this Supplemental Agreement.  

Consequently, the principle of construction of contracts that ambiguities shall be 

resolved against the drafter shall not be used or applied in the interpretation of this 

Supplemental Agreement.  

12. Representations. Each Party hereby represents and warrants to 

each of the other Parties that (a) the execution of this Supplemental Agreement has 

been duly authorized by all necessary corporate, shareholder and similar actions; (b) 

this Supplemental Agreement has been duly executed and delivered and constitutes the 

legal valid and binding obligation of such Party, enforceable against such Party in 

accordance with its terms; and (c) the execution and delivery of this Supplemental 

Agreement and the performance by such Party of its obligations hereunder do not and

Martinez Cogen, L-P.
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will not conflict with, contravene or breach, any law, judgment, order or material 

contract applicable to or binding on such Party or any of its properties or assets.  

13. Execution by Counterparts. This Supplemental Agreement may 

be executed in separate counterparts, each of which when executed shall be an 

original, but all of which, taken together, shall constitute one and the same instrument.  

IN WITNESS WHEREOF, this Supplemental Agreement has been duly 

executed by or on behalf of QF and PG&E as of the date first written above.  

MARTINEZ COGEN L.P., 
A Delaware Limited Partnership, 
By its General Partner, 
Foster Wheeler Martinez, Inc.  

Bruce C. Studley 
Vice President 

PACIFIC GAS AND ELECTRIC 

COMPANY 

A California corporation

P. 06/07

By:

Martinez Cogen, L.P.
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EXHIBIT I TO SUPPLEMENTAL AGREEMENT -- PAYMENT SCHEDULE

Dec-OD

Legal Entity, Project Description 

Martinez Cogen Limited Partnership, 
PG&E Log No. 01C044 
TOTAL 
Monthly Principal Amount (1112) 

Initial Default Date 
initial Payment Date 
Elapsed Days 
Interest Rate (Annual) 
Interest amount at 0113112002

Jan-01 Feb-01 Mar.01

Outstandlng AJIR 
at 415101 per July 

Apr.01 13, 2001 
Agreement

Outstanding AIR Outstanding AIR Outstanding AIR Outstanding AIR Outstanding AIR 

Due Date: 21212001 31212001 313012001 413012001 4/1712001

$ 6,174,533.32 $ 2,896.385.92 $ 1,362,350.66 $ 
$ 6,174,533.32 $ 2,896,385.92 $ 1,362,35066 $

21212001 
1131/2002 

363

3/2/2001 
1/3112002 

335

313012001 1131/2002 
307

$ 307,035.01 $ 132,916.34 $ 57,293.38 $

392,174.84 $ 
392,174.84 $ 

413012001 
113112002 

276 

14,827.43 $

22 
22

4/17 
1131 

2

]3 
8,409.62 $ 11,053,854.36 
8,409.62 $ 11,053,864.38 

$ 921,164.53 T 

12001 
12032 

89 
"3) 

9,042.52 $ 621,114.68 
ID

SCHEDULE OF PAYMENTS Date 
01131/02 
02128/02 
03/29/02 
04130/02 
05131102 
06128102 
07131/02 
011/30/02 
09130102 
10131/02 
11127102 
12131102 

TOTAL PAYMENTS:

$ $ 
$ 
$ 
$ 
S 
$ 
$ 
$ 
$ 
$ 
$

PRINCIPAL 
BALANCE 
11,053,854.36 
10,132,699.83 
9,211,545.30 
8,290,390.77 
7,369,236.24 
6,448,081.71 
5,526,927.18 
4,605,772.65 
3,684,618.12 
2,763,463.59 
1,842,309.06 

921,154.53

Elapsed Days see above 
28 
29 
32 
31 
28 
33 
3C 
31 
31 
2J 
3ý

PRINCIPAL 
PAYMENT 
$ 921,154.53 
$ 921,154.53 
$ 921,154.53 
11 921,154.53 
$ 921,154.53 
$ 921,154.53 
$ 921,154.53 
$ 921,154.53 
$ 921,154.53 
$ 921,154.53 
$ 921,154.53 

4 $ 921,154.53 
$ 11,053,854.36

ACCRUED INTEREST 
$ 521.114.68 
$ 38,865.15 
$ 36,593.81 
$ 36,341.44 
$ 31,294.02 
$ 24,732.37 
$ 24,984.74 
$ 18,927.83 
$ 15,647.01 
$ 11,735-28 
$ 6,814.02 
$ 4,290.31 
$ 771,340.84

S S 
S 
S 
$ 
$ 
$ 
S 
$ 
$ 
$ 
S 
$

TOTAL PAYMENT 
1,442,269.21 

960,019.68 
957,748.34 
957,495.97 
952,448.55 
945,886,90 
946,139,27 
940,082.36 
936,801.54 
932,889.79 
927,988.55 
925,444.84 

11,825,196.00

Interest calculation assumes payment made on last business day of the month for PG&E.  

Interest calculation will be adjusted accordingly if payments made other than on the last PG&E business day.  

Each payment above is subject to adjustment for rounding error (upward or downward) of not more than $1.00.
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From: KernethE. Smith To: Joim Pappas
Page 2 of 8Date: 12120/2001 Time: 11:59:32

SUPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 

2001, is made by and between PE-Berkeley, a New York corporation (PG&E Log. No.  

0IC084) ("Q.') and PACIFIC GAS AND ELECTRIC COMPANY (-PG&E"). QF and 

PG&E are sometimes referred to herein as the "Parties" or singularly as a "Party." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition 

pursuant to Title 11 United States Code Sections 101, et seq. ("Bankruptcy Code") in the 

United States Bankruptcy Court for the Northern District of California, San Francisco 

Division (the "Bankruptcy Court") on April 6, 2001; 

B. WHEREAS, QF and PG&E are parties to that certain Agreement 

dated as of July 13, 2001 ("Assumption Agreement") respecting, among other things, the 

assumption by PG&E of that certain contract listed therein (the "Contract") and the 

Assumption Agreement has been approved by order of the Bankruptcy Court 

("Assumption Order"); 

C. WHEREAS, PG&E's Chapter 11 bankruptcy case, Case No. 01

30923-DM ("Bankruptcy Case"), remains pending in the Bankruptcy Court, 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 

the Contract pursuant to 11 U.S.C. Section 365(b) and (dX2) and Rules 6006, 9014 and 

9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth in 

Attachment A to the Assumption Agreement for a total principal amount due QF of 

Eleven Million One Hundred and Four Thousand Six Hundred and Forty-Nine Dollars 

and ninety six cents ($1 1, 104,649.9,6), excluding interest thereon (the "Prepetition 
Payables"); 

F. WHEREAS, starting on or about February 1, 2001 (the "Initial 

Default Date"), PG&E failed to pay the full amount due to QF under the Contract for 

deliveries of energy and capacity for the period between December 1, 2000 and April 6, 

2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 

Rate, as defined in the Assumption Agreement, should be negotiated in good faith by the 

Parties; and

1



From: Keneth- E Smith To: John Pappas

H. WHEREAS, the Parties have negotiated the provisions set forth in 

this Supplemental Agreement respecting the Interest Rate and payment of the Prepetition 
Payables; 

NOW, THEREFORE, in consideration of the premises described above 

and the terms and conditions set forth below, the parties hereby agree as follows: 

1. Definitions. Any capitalized term not defined herein shall have the 

meaning ascribed to it in the Assumption Agreement.  

2. Calculation and Rate of Interest. The outstanding principal balance 

of the Prepetition Payables shall bear interest at a rate of five percent (5%) per annum 

(the "Interest Rate") from the respective due dates of the principal amounts set forth on 

Attachment A to the Assumption Agreement until paid. Interest shall be calculated on 

the basis of a 365-day year with the actual number of days (excluding the first day and 
including the last day) occurring during the period for which interest is payable.  

3. Payment Schedule.  

(a) Interest. All accrued prepetition and postpetition interest 

due on the Prepetition Payables shall be paid on or before December 31, 2001. If all 
accrued prepetition and postpetition interest is paid on December 31, 200 1, the total 
amount of interest due QF under this Supplemental Agreement on that date shall be Four 

Hundred Thirty Six Thousand One Hundred Fifty Nine Dollars and seventy two cents 
($436,159.72). Thereafter, accrued interest on the outstanding unpaid principal amount 

of the Prepetition Payables shall be payable monthly in arrears on the declining balance 
of the Prepetition Payables until the Prepetition Payables have been paid in full.  

(b) Principal. Notwithstanding the terms of any plan of 

reorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E shall 

pay the outstanding principal balance of the Prepetition Payables in twelve (12) equal 
monthly installments on the last PG&E business day of each month commencing 

December 31, 2001 and continuing at the end of each month thereafter until paid in full.  

(c) Separate Payments. Unless designated to the contrary in 

writing at least one (1) week in advance of the payment date, all payments of the sums 
set forth in Attachment A to the Assumption Agreement and the principal and interest 

due hereunder shall be made to QF in the amounts set forth in Exhibit I attached hereto.  
Each of the payments above is subject to adjustment for rounding errors (either upward 
or downward) of up to but no more than one dollar ($1.00).

Page 3 of 8Date: 12/20/2001 Time: 11:59:32 AM_



From: Kemeth E. Smith To: JoImPappas

Page4 of 8
Date: 12/20/2001 Time: 11:59:32 AM

(d) Due on Plan Effective Date. If the Plan Effective Date of 

any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 

Payables and all interest accrued thereon has been paid in full, the remaining balance of 

the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 

Effective Date.  

(e) Setoffs. To the extent that PG&E has or claims to have any 

right to assert any existing or future right of setoff as a defense to or reduction of any of 

its obligations to pay the Prepetition Payables and/or interest thereon, PG&E hereby 

waives such right of setoff with respect to such obligations, but only with respect to such 

obligations. Provided PG&E is not in default of its payment obligations under this 

Supplemental Agreement, QF shall not setoff any obligation owed to PG&E against such 

QFs right to receive payments under this Supplemental Agreement. Except as set forth 

above, each Party retains any and all setoff rights it may have, if any, under the Contract.  

(f) Other Terms. The right of QF to receive all payments 

hereunder shall be entitled to administrative expense priority under Bankruptcy Code 

Sections 503 and 507(aX)1). QF shall have standing and reserves the right to object or 

seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 

below what is reasonably necessary to timely satisfy PG&EFs postpetition obligations, 

including the obligations under this Supplemental Agreement. The obligations of PG&E 

under this Supplemental Agreement shall be binding on any trustee in a Chapter 7 or 

Chapter 11 bankruptcy case, and cannot be altered, amended or modified by any plan of 

reorganization or other order or ruling in the PG&E Bankruptcy Case.  

4. Bankruptcy Court Approval. This Supplemental Agreement is 

subject to Bankruptcy Court approval and shall not become effective until entry of an 

order approving this Supplemental Agreement.  

5. Default. In the event that any payment required to be made under 

this Supplemental Agreement is not made on or before the date due, QF may make a 

motion to enforce this Supplemental Agreement or seek other appropriate relief before 

the Bankruptcy Court on seven (7) calendar days! notice. QF shall not be required to 

commence an adversary proceeding or other suit and may proceed by noticed motion on 

seven (7) calendar days' notice without the requirement of obtaining an order shortening 

time. QF reserves the right to seek, as appropriate relief, that the entire amount of the 

Prepetition Payables and all interest thereon should be accelerated as a result of such 

nonpayment. PG&E reserves the right to assert that acceleration is not appropriate.  

6. Entire Agreement. This Supplemental Agreement, together with 

the Assumption Agreement, sets forth the entire agreement between the Parties relating 

to the Interest Rate and the payment by PG&E of the Prepetition Payables relating to the 

assumption by PG&E of the Contract and the payment of the Prepetition Payables and

3



From: Kenneth E. Smith To: John Pappas

supersedes and replaces any prior understanding, correspondence, commitments or 
agreement, whether oral or written concerning the subject matters of this Supplemental 
Agreement. Notwithstanding the preceding sentence, except to the extent amended by 
this Supplemental Agreement, the terms of the Assumption Agreement remain in full 
force and effect, and any conflict between this Supplemental Agreement and the 
Assumption Agreement shall be resolved in favor of this Supplemental Agreement. Any 
modification or amendment to this Supplemental Agreement must be in writing and must 
be signed and dated by the Parties, and must explicitly state that it is intended to be an 
amendment to or modification of this Supplemental Agreement.  

7. Descriptive Headings. The descriptive headings of this 
Supplemental Agreement are inserted for convenience of reference only and do not 
constitute a part of this Supplemental Agreement.  

8. Expenses. Each Party shall pay its own expenses, professional fees 
and other costs connected with or associated with the negotiation and execution of this 
Supplemental Agreement. In the event any Party breaches this Supplemental Agreement, 
the breaching Party shall pay all costs and expenses (including attorneys' fees and 
expenses) incurred by the other Party or Parties in connection with or arising out of such 
breach.  

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

10. Binding Agreement. This Supplemental Agreement shall be binding 
upon and inure to the benefit of the successors and assigns of the Parties hereto, 
including any trustee appointed in the Bankruptcy Case.  

11. Construction of Agreement. Counsel for the respective Parties 
have reviewed and participated in the drafting of this Supplemental Agreement.  
Consequently, the principle of construction of contracts that ambiguities shall be 
resolved against the drafter shall not be used or applied in the interpretation of this 
Supplemental Agreement.  

12. Representations. Each Party hereby represents and warrants to 
each of the other Parties that (a) the execution of this Supplemental Agreement has been 
duly authorized by all necessary corporate, shareholder and similar actions; (b) this 
Supplemental Agreement has been duly executed and delivered and constitutes the legal 
valid and binding obligation of such Party, enforceable against such Party in accordance 
with its terms; and (c) the execution and delivery of this Supplemental Agreement and 
the performance by such Party of its obligations hereunder do not and will not conflict

4
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From: Kemeth E Smith To: JoihnPappas
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with, contravene or breach, any law, judgment, order or material contract applicable to 

or binding on such Party or any of its properties or assets.  

13. Execution by Counterparts. This Supplemental Agreement may be 

executed in separate counterparts, each of which when executed shall be an original, but 

all of which, taken together, shall constitute one and the same instrument.  

IN WITNESS WHEREOF, this Supplemental Agreement has been duly 

executed by or on behalf of QF and PG&E as of the date first written above.  

PE-Berkeley, Inc.  

A New York corporation 

By: 4;ý 4"4* 

PACIFIC GAS AND ELECTRIC 
COMPANY 

A California corporation 

B y: _ ,

5



EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT -- PAYMENT SCHEDULE

Dec-00

Legal Entity, Project Description 

PE - BERKELEY, INC, 
PG&E Log No. 01C084 

TOTAL 
Monthly Principal Amount (1/12)

Jan-01 Feb-01 Mar-01

Outstanding AIR Outstanding A/R Outstanding A/R Outstanding A/R 0 
Due Date: 2/2/2001 3/6/2001 4/3/2001 5/4/2001 

$ 2,717,969.02 $ 3,008,390.86 $ 2,494,926.64 $ 2,555,575.56 $ 

$ 2,717,969.02 $ 3,008,390.86 $ 2,494,926.64 $ 2,555,575.56 $

Apr-01 

utstanding AIR 
4/17/2001 

327,787.88 
327,787.88

Outstanding A/R 
at 4/6/01 per July 

13, 2001 
Agreement 

$ 11,104,649.96 
$ 11,104,649.96 
$ 925,387.50

Initial Default Date 
Initial Payment Date 
Elapsed Days 
Interest Rate (Annual) 
Interest amount at 12/31/2001 

SCHEDULE OF PAYMENTS

2/2/2001 
12/31/2001 

332
[ 5% 

$

Date 
12/31/01 
01/31/02 
02/28/02 
03129/02 
04/30/02 
05/31102 
06/28/02 
07/31/02 
08/30/02 
09/30/02 
10131/02 
11/27/02 

TOTAL PAYMENTS:

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$

3/6/2001 
12/31/2001 

300

123,611.74 $ 123,632.50 $

PRINCIPAL 
BALANCE 
11,104,649.96 
10,179,262.50 

9,253,875.00 
8,328,487.50 
7,403,100.00 
6,477,712.50 
5,552,325.00 
4,626,937.50 
3,701,550.00 
2,776,162.50 
1,850,775.00 

925,387.50

4/3/2001 
12/31/2001 

272 

92,961.65 $

PRINCIPAL 
Elapsed Days PAYMENT 

see above $ 925,387.46 
31 $ 925,387.50 
28 $ 925,387.50 
29 $ 925,387.50 
32 $ 925,387.50 
31 $ 925,387.50 
28 $ 925,387.50 
33 $ 925,387.50 
30 $ 925,387.50 
31 $ 925,387.50 
31 $ 925,387.50 
27 $ 925,387.50 

$ 11,104,649.96

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$

5/4/2001 
12/31/2001 

241 

84,369.00 $ 

ACCRUED 
INTEREST 

436,159.72 $ 
43,227.01 $ 
35,494.32 $ 
33,085.77 $ 
32,451.95 $ 
27,508.09 $ 
21,296.59 $ 
20,916.29 $ 
15,211.85 $ 
11,789.18 $ 

7,859.46 $ 
3,422.67 $ 

688,422.90 $

4/17/2001 
12/31/2001 

258 

11,584.83 $ 

TOTAL 
PAYMENT 
1,361,547.18 

968,614.51 
960,881.82 
958,473.27 
957,839.45 
952,895.59 
946,684.09 
946,303.79 
940,599.35 
937,176.68 
933,246.96 
928,810.17 

11,793,072.86

Interest calculation assumes payment made on last business day of the month for PG&E.  
Interest calculation will be adjusted accordingly if payments made other than on the last PG&E business day.  
Each payment above is subject to adjustment for rounding error (upward or downward) of not more than $1.00.

Page 1 of 1
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SUPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20,2001, is made by 
and between RIPON COGENERATION INC. (PG&E Log. No. 16C034) (CZO') and PACIFIC GAS 
AND ELECTRIC COMPANY ("PG&E"). QF and PG&E are sometimes referred to herein as the 
"Parties" or singularly as a "Party." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition pursuant to Title 11 
United States Code Sections 101, etseq. ("Bankruptcy Code") in the United States Bankruptcy Court 
for the Northern District of California, San Francisco Division (the "Banlauptcy Court") on April 6, 
2001; 

B. WHEREAS, QF and PG&E are parties to that certain Agreement dated as of July 
13, 2001 ("Assumption Agreement") respecting, among other things, the assumption by PG&E of that 
certain contract listed therein (the "Contract") and the Assumption Agreement has been approved by 
order of the Bankruptcy Court ("Assumption Order").  

C. WHEREAS, PG&B's Chapter 11 bankruptcy case, Case No. 01-30923-DM 
("Bankruptcy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed the Contract 
pursuant to 11 U.S.C. Section 365(b) and (d)(2) and Rules 6006, 9014 and 9019 of the Federal Rules of 
Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth in Attachment A 
to the Assumption Agreement for a total principal amount due QF of seventeen million, three hundred 
ninety-nine thousand, two hundred eighty-one dollars and no cents ($17,399,281.00), excluding 
interest thereon (the "Prepetition Payables"); 

F. WHEREAS, starting on or about February 1, 2001 (the "Initial Default Date"), 
PG&E failed to pay the full amount due to QF under the Contract for deliveries of energy and capacity 
for the period between December 1, 2000 and April 6, 2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest Rate, as defined 
in the Assumption Agreement, should be negotiated in good faith by the Parties; and 

H. WHEREAS, the Parties have negotiated the provisions set forth in this 
Supplemental Agreement respecting the Interest Rate and payment of the Prepetition Payables; 

NOW, TH-EREFORE, in consideration of the premises described above and the terms and 
conditions set forth below, the parties hereby agree as follows: 

1. Definitions. Any capitalized term not defined herein shall have the meaning 
ascribed to it in the Assumption Agreement.

DEC-20-2001! 79:51
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2. Calculation and Rate of Interest. The outstanding principal balance of the 
Prepetition Payables shall bear interest at a rate of five percent (5%) per annum (the "Interest Rate") 
from the respective due dates of the principal amounts set forth on Attachment A to the Assumption 
Agreement until paid. Interest shall be calculated on the basis of a 365-day year with the actual 
number of days (excluding the first day and including the last day) occurring during the period for 
which interest is payable.  

3. Payment Schedule.  

(a) Interest. All accrued prepetition and postpetition interest due on the 
Prepetition Payables shall be paid on or before December 31, 2001. If all accrued prepetition and 
postpetition interest is paid on December 31, 2001, the total amount of interest due QF under this 
Supplemental Agreement on that date shall be six hundred ninety-five thousand, two hundred sixty
three dollars and fifty-eight cents ($695,263.58). Thereafter, accrued interest on the outstanding unpaid 
principal amount of the Prepetition Payables shall be payable monthly in arrears on the declining 
balance of the Prepetition Payables until the Prepetition Payables have been paid in full.  

(b) Principal. Notwithstanding the terms of any plan of reorganization filed by 
PG&E or by any other party in the Bankruptcy Case, PG&E shall pay the outstanding principal balance 
of the Prepetition Payables in twelve (12) equal monthly installments on the last PG&E business day of 
each month commencing December 31, 2001 and continuing at the end of each month thereafter until 
paid in full.  

(c) Separate Payments. Unless designated to the contrary in writing at least 
one (1) week in advance of the payment date, all payments of the sums set forth in Attachment A to the 
Assumption Agreement and the principal and interest due hereunder shall be made to QF in the 
amounts set forth in Exhibit 1 attached hereto. Each of the payments above is subject to adjustment for 
rounding errors (either upward or downward) of up to but no more than one dollar ($1.00).  

(d) Due on Plan Effective Date. If the Plan Effective Date of any plan 
confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition Payables and all interest 
accrued thereon has been paid in full, the remaining balance of the Prepetition Payables and all interest 
accrued thereon shall be paid on such Plan Effective Date.  

(e) Setoffs. To the extent that PG&E has or claims to have any right to assert 
any existing or future right of setoff as a defense to or reduction of any of its obligations to pay the 
Prepetition Payables and/or interest thereon, PG&E hereby waives such right of setoff with respect to 
such obligations, but only with respect to such obligations. Provided PG&E is not in default of its 
payment obligations under this Supplemental Agreement, QF shall not setoff any obligation owed to 
PG&E against such Party's right to receive payments under this Supplemental Agreement. Except as 
set forth above, each Party retains any and all setoff rights it may have, if any, under the Contract.  

(f) Other Terms. The right of QF to receive all payments hereunder shall be 
entitled to administrative expense priority under Bankruptcy Code Sections 503 and 507(a)(1). QF 
shall have standing and reserves the right to object or seek other relief in the Bankruptcy Court in the 
event that PG&E's cash reserves fall below what is reasonably necessary to timely satisfy PG&E's 
postpetition obligations, including the obligations under this Supplemental Agreement. The obligations 
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of PG&E under this Supplemental Agreement shall be binding on any mLstee in a Chapter 7 or Chapter 

11 bankruptcy case, and cannot be altered, amended or modified by any plan of reorganization or other 

order or ruling in the PG&E Banknrptcy Case.  

4. Bankruptcy Court Approval. This Supplemental Agreement is subject to 

Bankruptcy Court approval and shall not become effective until entry of an order approving this 

Supplemental Agreement.  

5. Default In the event that any payment required to be made under this 

Supplemental Agreement is not made on or before the date due, QF may make a motion to enforce this 

Supplemental Agreement or seek other appropriate relief before the Bankruptcy Court on seven (7) 

calendar days' notice. QF shall not be required to commence an adversary proceeding or other suit and 

may proceed by noticed motion on seven (7) calendar days' notice without the requirement of obtaining 

an order shortening time. QF reserves the right to seek, as appropriate relief; that the entire amount of 

the Prepetition Payables and all interest thereon should be accelerated as a result of such nonpayment.  

PG&E reserves the right to assert that acceleration is not appropriate.  

6. Entire Agreement. This Supplemental Agreement, together with the Assumption 

Agreement, sets forth the entire agreement between the Parties relating to the Interest Rate and the 

payment by PG&E of the Prepetition Payables relating to the assumption by PG&E of the Contract and 

the payment of the Prepetition Payables and supersedes and replaces any prior understanding, 

correspondence, commitments or agreement, whether oral or written concerning the subject matters of 

this Supplemental Agreement. Notwithstanding the preceding sentence, except to the extent amended 

by this Supplemental Agreement, the terms of the Assumption Agreement remain in full force and 

effect, and any conflict between this Supplemental Agreement and the Assumption Agreement shall be 

resolved in favor of this Supplemental Agreement Any modification or amendment to this 

Supplemental Agreement must be in writing and must be signed and dated by the Parties, and must 

explicitly state that it is intended to be an amendment to or modification of this Supplemental 
Agreement.  

7. Descriptive Headings. The descriptive headings of this Supplemental Agreement 

are inserted for convenience of reference only and do not constitute a part of this Supplemental 
Agreement.  

8. Expenses. Each Party shall pay its own expenses, professional fees and other 

costs connected with or associated with the negotiation and execution of this Supplemental Agreement.  

In the event any Party breaches this Supplemental Agreement, the breaching Party shall pay all costs 

and expenses (including attorneys' fees and expenses) incurred by the other Party or Parties in 
connection with or arising out of such breach.  

9. Governing Law. This Supplemental Agreement is made and entered into in the 

State of California, and shall in all respects be interpreted and governed under the laws of California, 
without regard to principles of conflicts of law.  

10. Binding Agreement. This Supplemental Agreement shall be binding upon and 

inure to the benefit of the successors and assigns of the Parties hereto, including any trustee appointed 
in the Bankruptcy Case.  
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11. Construction of Agreement. Counsel for the respective Parties have reviewed and 
participated in the drafting of this Supplemental Agreement. Consequently, the principle of 
construction of contracts that ambiguities shall be resolved against the drafter shall not be used or 
applied in the interpretation of this Supplemental Agreement.  

12. Representations. Each Party hereby represents and warrants to each of the other 
Parties that (a) the execution of this Supplemental Agreement has been duly authorized by all necessary 
corporate, shareholder and similar actions; (b) this Supplemental Agreement has been duly executed 
and delivered and constitutes the legal valid and binding obligation of such Party, enforceable against 
such Party in accordance with its terms; and (c) the execution and delivery of this Supplemental 
Agreement and the performance by such Party of its obligations hereunder do not and will not conflict 
with, contravene or breach, any law, judgment, order or material contract applicable to or binding on 
such Party or any of its properties or assets.  

13. Execution by Counterparts. This Supplemental Agreement may be executed in 
separate counterparts, each of which when executed shall be an original, but all of which, taken 
together, shall constitute one and the same instrument.  

IN WITNESS WHEREOF, this Supplemental Agreement has been duly executed by or 
on behalf of QF and PG&E as of the date first written above.  

RIPON COGENERATION INC.8f 

A Delaware corporation 

By: Ac 
P...PjG.  

PACIFIC GAS AND ELECTRIC COMPANY 

A California corporation 

By: 
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT -- PAYMENT SCHEDULE

Dec-00

t:Il 

U ro 

N 
rI 

a3)

Jan-01 Feb.01 Mar-C1

Outstanding AIR 
at 416101 per July 

Apr-01 13, 2001 
Agreement

Outstanding A/R Outstanding AIR Outstanding A/R Outstanding A/R Outstanding A/R 

Due Date: 113012001 312/2001 313012001 413012001 4/1712001

$ 4,660,863.23 $ 4,661,117.39 $ 3,571,164.61 $ 3,936,093.49 $ 
$ 4,660,863.23 $ 4,661,117.39 S 3,571,164.61 $ 3,936,093.49 $

570,042.28 $ 570,042.28 $ 
$

N 

(II w 
-o)

17,399,281.00 17,399,281.00 
1,449,940.08

Initial Default Date 
Initial Payment Date 
Elapsed Days 
Interest Rate (Annual) 
Interest amount at 12/3112001 

SCHEDULE OF PAYMENTS

1/3012001 
12/31/2001 

335 

$ 213,888.93

Date 
12/31101 
01131102 
02/28102 
03129102 
04/30102 
05/31102 
06128102 
07/31i02 
08130102 
09/30/02 
10131102 
11127102 

TOTAL PAYMENTS:

$ 
$ 
$ 
$ 
S 
S 
$ 
$ 
S 
$ 
$ 
$

PRINCIPAL 
BALANCE 
17,399,281.00 
15,949,340.88 
14,499,400.80 
13,049,460.72 
11,599,520.84 
10,149,580.56 

8,699,640.48 
7,249,700.40 
5,799,760.32 
4,349,820.24 
2,899,880 16 
1,449,940.08

312/2001 
12131/2001 

304

3/3012001 
12/31/2001 

276

4130/2001 1213112001 
245

$ 194,106.81 $ 135,019.37 $ 132,101.77

,PRINCIPAL 
Elapsed Days PAYMENT 

see above $ 1,449,940.12 
31 $ 1,449,940.08 
28 $ 1,449,940.08 
29 $ 1,449,940.08 
32 $ 1,449,940.08 
31 $ 1,449,940.08 
28 $ 1,449,940.08 
33 $ 1,449,940.08 
30 $ 1,449,940.08 
31 $ 1,449,940.08 
31 $ 1,449,940.08 
27 $ 1,449,940.08 

$ 17,399,281.00

ACCRUED 
INTEREST 

$ 695,263.58 
$ 67,730.08 
$ 55,614.14 
$ 51,840.32 
$ 50,847.21 
$ 43,100.96 
$. 33,368.4 
$ 32,772.62 
$ 23,834.63 
$ 18,471.84 
$ 12,314.56 
$ 5,362.79 
$ 1,090,521.21

4117/2001 12/3112001 
258 

$ 20,146.70 $ 

TOTAL 
PAYMENT 

$ 2,145,203.70 
$ 1,517,670-16 
$ 1,505,554.22 
$ 1,501,780.40 
$ 1,500,787.29 
$ 1,493,041.04 
$ 1,483,308.56 
$ 1,482.712.70 
$ 1,473,774.71 
$ 1,468.411.92 
$ 1.462,254.64 
$ 1,455,302.87 
$ 18,489,802.21

Interest calculation assumes payment made on last business day of the month for PG&E.  

Interest calculation will be adjusted accordingly if payments made other than on the last PG&E business day 

Each payment above is subject to adjustment for rounding error (upward or downward) of not more than $1.00.

Page 1 of I

Legal Entity, Project Description 

RIPON COGENERATION INC, 
PG&E Log No. 16C034 

TOTAL 
Monthly Principal Amount (1112)

(A 

L0 

I-.

I'• 

l

-U 0 

E 

M 
Xo

695;263.58
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SUPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 
2001, is made by and between UNITED COGEN, INC., a Delaware Corporation 
(PG&E Log. No.02C001) ("QF") and PACIFIC GAS AND ELECTRIC COMPANY 
(t~"P&E). QF and PG&E are sometimes referred to herein as the "Parties" or 
singularly as a "?__ax." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition 
pursuant to Title II United States Code Sections 101, et seq. ("Bankruptcy Code") in 
the United States Bankruptcy Court for the Northern District of California, San 
Francisco Division (the "Bankruptcy Court") on April 6, 2001; 

B. WHEREAS, QF and PG&E are parties to that certain Agreement 
dated as of August 9,2001 ("Assumption Agreement") respecting, among other things, 
the assumption by PG&E of that certain contract listed therein (the "Contract") and the 
Assumption Agreement has been approved by order of the Bankruptcy Court 
("Assumption Order"); 

C. WHEREAS, PG&E's Chapter I I bankruptcy case, Case No. 01
30923-DM ("Bankruptcy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 
the Contract pursuant to I U.S.C. Section 365(b) and (d)(2) and Rules 6006, 9014 
and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 
in Attachment A to the Assumption Agreement for a total principal amount due QF of 
Thirteen Million Fourteen Thousand One Hundred Eighty Nine Dollars and fifteen 
cents ($13,014,189.15 ), excluding interest thereon (the "Prepetition Payable"); 

F. WHEREAS, starting on or about February 1, 2001 (the "Initial 
Default Date"), PG&E failed to pay the full amount due to QF under the Contract for 
deliveries of energy and capacity for the period between December 1, 2000 and April 
6, 2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 
Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 
the Parties; and

I
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H. WHEREAS, the Parties have negotiated the provisions set forth in 
this Supplemental Agreement respecting the Interest Rate and payment of the 
Prepetition Payables; 

NOW, THEREFORE, in consideration of the premises described above 

and the terms and conditions set forth below, the parties hereby agree as follows: 

1. Definitions. Any capitalized term not defined herein shall have 
the meaning ascribed to it in the Assumption Agreement.  

2. Calculation and Rate of Interest. The outstanding principal 

balance of the Prepetition Payables shall bear interest at a rate of five percent (5%) per 

annum (the "Interest Rate") from the respective due dates of the principal amounts set 

forth on Attachment A to the Assumption Agreement until paid. Interest shall be 
calculated on the basis of a 365-day year with the actual number of days (excluding 
the first day and including the last day) occurring during the period for which interest 
is payable.  

3. Payment Schedule.  

(a) Interest. All accrued prepetition and postpetition interest 
due on the Prepetition Payables shall be paid on or before January 31, 2002. If all 
accrued prepetition and postpetition interest is paid on January 31, 2002, the total 
amount of interest due QF under this Supplemental Agreement on that date shall be 
Five Hundred Eighty Five Thousand One Hundred Sixty Six Dollars and ninety two 

cents ($585,166.92). Thereafter, accrued interest on the outstanding unpaid principal 
amount of the Prepetition Payables shall be payable monthly in arrears on the 
declining balance of the Prepetition Payables until the Prepetition Payables have been 
paid in full.  

(b) Principal. Notwithstanding the terms of any plan of 

reorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E 
shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 
equal monthly installments on the last PG&E business day of each month commencing 
January 31, 2002 and continuing at the end of each month thereafter until paid in full.  

(c) Separate Payments. Unless designated to the contrary in 
writing at least one (1) week in advance of the payment date, all payments of the sums 
set forth in Attachment A to the Assumption Agreement and the principal and interest 

due hereunder shall be made to QF in the amounts set forth in Exhibit I attached 

hereto. Each of the payments above is subject to adjustment for rounding errors 
(either upward or downward) of up to but no more than one dollar ($1.00).

2
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(d) Due on Plan Effective Date. If the Plan Effective Date of 

any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 

Payables and all interest accrued thereon has been paid in full, the remaining balance 

of the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 

Effective Date.  

(e) Setoffs. To the extent that PG&E has or claims to have 

any right to assert any existing or future right of setoff as a defense to or reduction of 

any of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 

hereby waives such right of setoff with respect to such obligations, but only with 

respect to such obligations. Provided PG&E is not in default of its payment 

obligations under this Supplemental Agreement, QF shall not setoff any obligation 

owed to PG&E against QF's right to receive payments under this Supplemental 

Agreement. Except as set forth above, each Party retains any and all setoff rights it 

may have, if any, under the Contract.  

(f) Other Terms. The right of QF to receive all payments 

hereunder shall be entitled to administrative expense priority under Bankruptcy Code 

Sections 503 and 507(aX)1). QF shall have standing and reserves the right to object or 

seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 

below what is reasonably necessary to timely satisfy PG&E's postpetition obligations, 
including the obligations under this Supplemental Agreement. The obligations of 

PG&E under this Supplemental Agreement shall be binding on any trustee in a 

Chapter 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified 

by any plan of reorganization or other order or ruling in the PG&E Bankruptcy Case.  

4. Bankruptcy Court Approval. This Supplemental Agreement is 

subject to Bankruptcy Court approval and shall not become effective until entry of an 

order approving this Supplemental Agreement.  

5. Default. In the event that any payment required to be made under 

this Supplemental Agreement is not made on or before the date due, QF may make a 

motion to enforce this Supplemental Agreement or seek other appropriate relief before 

the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 

commence an adversary proceeding or other suit and may proceed by noticed motion 

on seven (7) calendar days' notice without the requirement of obtaining an order 

shortening time. QF reserves the right to seek, as appropriate relief, that the entire 

amount of the Prepetition Payables and all interest thereon should be accelerated as a 

result of such nonpayment. PG&E reserves the right to assert that acceleration is not 

appropriate.  

6. Entire Areement. This Supplemental Agreement, together with 

the Assumption Agreement, sets forth the entire agreement between the Parties 

relating to the Interest Rate and the payment by PG&E of the Prepetition Payables

3
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relating to the assumption by PG&E of the Contract and the payment of the Prepetition 
Payables and supersedes and replaces any prior understanding, correspondence, 
commitments or agreement, whether oral or written concerning the subject matters of 
this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 
extent amended by this Supplemental Agreement, the terms of the Assumption 
Agreement remain in full force and effect, and any conflict between this Supplemental 
Agreement and the Assumption Agreement shall be resolved in favor of this 

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

7. Descriptive Headings. The descriptive headings of this 

Supplemental Agreement are inserted for convenience of reference only and do not 
constitute a part of this Supplemental Agreement.  

8. Expenses. Each Party shall pay its own expenses, professional 
fees and other costs connected with or associated with the negotiation and execution of 
this Supplemental Agreement. In the event any Party breaches this Supplemental 
Agreement, the breaching Party shall pay all costs and expenses (including attorneys' 
fees and expenses) incurred by the other Party or Parties in connection with or arising 
out of such breach.  

9. (3ove.g Law. This Supplemental Agreement is made and 
entered into in the State of California, and shall in all respects be interpreted and 
governed under the laws of California, without regard to principles of conflicts of law.  

10. Binding Agrement. This Supplemental Agreement shall be 
binding upon and inure to the benefit of the successors and assigns of the Parties 
hereto, including any trustee appointed in the Bankruptcy Case.  

11. Construction of Agreement. Counsel for the respective Parties 

have reviewed and participated in the drafting of this Supplemental Agreement.  
Consequently, the principle of construction of contracts that ambiguities shall be 
resolved against the drafter shall not be used or applied in the interpretation of this 
Supplemental Agreement.  

12. Representations. Each Party hereby represents and warrants to 
each of the other Parties that (a) the execution of this Supplemental Agreement has 
been duly authorized by all necessary corporate, shareholder and similar actions; (b) 
this Supplemental Agreement has been duly executed and delivered and constitutes the 
legal valid and binding obligation of such Party, enforceable against such Party in 
accordance with its terms; and (c) the execution and delivery of this Supplemental 
Agreement and the performance by such Party of its obligations hereunder do not and
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will not conflict with, contravene or breach, any law, judgment, order or material 
contract applicable to or binding on such Party or any of its properties or assets.  

13. Execution by Countep=. This Supplemental Agreement may 
be executed in separate counterparts, each of which when executed shall be an 
original, but all of which, taken together, shall constitute one and the same instrument.  

IN WITNESS WHEREOF, this Supplemental Agreement has been duly 
executed by or on behalf of QF and PG&E as of the date first written above.  

UNITED COGEN, INC.  

A Delaware Corporation 

By: 

PACIFIC GAS AND ELECTRIC 

COMPANY 

A California corporation

5
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT - PAYMENT SCHEDULE

Dec-00 Jan-01 Feb-01 Mar-01 Apr-01

Legal Entity, Project Description

Due Date:
Outstanding A/R Outstanding A/R Outstanding AIR Outstanding AIR Outstanding A/R 

212101 316/01 4/3101 W(4/01 4117101

Outstanding AIR 
at 4/1101 per 

August 9, 2001 
Agreement

UNITED COGEN, INC., 
PG&E Log No. 02C001 

TOTAL 
Monthly Pnncipal Amount (1/12)

$ 5,436,932.36 $ 2,744,489.80 $ 2,259,410.53 $ 2,271,493.58 $ 
$ 5,436,932 36 $ 2,744.489.80 $ 2,259,410.53 $ 2,271,493-58 $

301,862.88 $ 
301,862.88 $

13,014,189.15 
13,014.189.15 

1,084,515.76

initial Default Date 
Initial Payment Date 
Elapsed Days 
Interest Rate (Annual) 
Interest amount at 01f3112002 

SCHEDULE OF PAYMENTS

2/2101 

1V311/02 
363

3/6/01 
1/31/02 

331

4/3/01 
1131/02 

303
I 5% ] 

$ 270,357.05 $ 124,441.93 $ 93,781.01

Date 
01131!02 
02128102 
03/29102 
04130102 
05/31102 
06t26/02 
07131102 
05/30102 
09/30/02 
10/31/02 
11127/02 
12)31/02 

TOTAL PAYMENTS:

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$

PRINCIPAL PRINCIPAL 
BALANCE Elapsed Days PAYMENT 
13,014,189.15 see above $ 1,084,515.79 
11,929,673.36 28 $ 1,084,515.76 
10,845,157.60 29 S 1,084,515.76 
9,760,641.84 32 $ 1,084,515.76 
8,676,126.08 31 $ 1,084,515.76 
7,591,610.32 28 $ 1,084,515.76 
6,507,094.56 33 $ 1,084,515.76 
5,422,578.80 30 $ 1,084,515.76 
4,338,063.04 31 $ 1,084,515.76 
3,253,547.28 31 $ 1,084,515.76 
2,169,031.52 27 $ 1,084,515.76 
1,084,515.76 34 $ 1,084,515.76 

$ 13,014,189.15

5/4/01 
1131/02 

272

$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$

84,636.47 $ 

ACCRUED 
INTEREST 

585,166.92 $ 
45,757.65 $ 
43,083.50 $ 
42,786.38 $ 
36,843.82 $ 
29,118.51 $ 
29,415.63 $ 
22,284.57 $ 
18,421.91 $ 
13,816.43 $ 
8,022,45 $ 
5,051.17 $ 

879,768.94 $

4/17/01 
1131/02 

289 

11,950.46 $ 

TOTAL 
PAYMENT 
1,669,682.71 
1,130,273.41 
1,127,599.26 
1,127,302.14 
1,121,359.58 
1,113,634.27 
1,113,931.39 
1,106,800.33 
1,102,937.67 
1,098,332.19 
1,092,538.21 
1.089,566.93 

13,893,958.09

Interest calculation assumes payment made on last business day of the month for PG&E.  
Interest calculation will be adjusted accordingly if payments made other than on the last PG&E business day.  
Each payment above is subject to adjustment for rounding error (upward or doymward) of not more than $1.00.  

Page 1 of 1

C, CD 

CD 

t-J 
a, 

La 

I-J 
a, 
a, 

a, 

In 

L, 

0-.  
a 
w

585,164.92

C 
z 
I--4 

8 

z



EXHIBIT 6



DEC-20-2001 12:32
P. 02/07IJA:E ENERGY OPERAT I ON CORP

SUPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 

2 D0I, is made by and between WADHAM ENERGY LIMITED PARTNERSHIP 
(?G&E Log. No. 12P018) (0"Q_') and PACIFIC GAS AND ELECTRIC COMPANY 
("PG&E'). QF and PG&E are sometimes referred to herein as the "Parties" or 
singularly as a "_aTri." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition 

p arsuant to Title 11 United States Code Sections 101, et seq. ("BankruMtcy Code") in 

the United States Bankruptcy Court for the Northern District of California, San 
Francisco Division (the "Bankrtcy Cor) on April 6, 2001; 

B. WHEREAS, QF and PG&E are parties to that certain Agreement 

dated as of July 12, 2001 ("Assumption Agreement") respecting, among other things, 

tlhe assumption by PI&E of that certain contract listed therein (the "Contrac.) and the 

Assumption Agreement has been approved by order ofthe Bankruptcy Court 

C. WHEREAS, PG&Fs Chapter 1I bankruptcy case, Case No. 01

3 )923-DM (RBankruptcy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 

the Contract pursuant to I U.SC. Section 365(b) and (dX2) and Rules 6006, 9014 

aid 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 

ix Attacbrhmcnt A to the Assumption Agreement for a total principal amount due QF of 

Seven Million Eight Hundred Fourteen Thousand Five Hundred Seventy-Four Dollars 
and Thirty-Eight Cents (S 7,814,574.38), excluding interest thereon (the "Prepetition 

F. WHEREAS, starting on or about February 1, 2001 (the "Initial 

[ efault Date"), PG&E failed to pay the full amount due to QF under the Contract for 

d-Ifiveries of energy and capacity for the period between December 1, 2000 and April 

6. 2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 

Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 
tt.e Parties; and

VW adm nergy, L?
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H. WHEREAS, the Parties have negotiated the provisions set forth in 
this Supplemental Agreement respecting the Interest Rate and payment of the 
Prepetition Payables; 

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

1. Definitions. Any capitalized term not defined herein shall have 
the meaning ascribed to it in the Assumption Agreement.  

2. Calculation of Net AmountsfWaiver of Claims. Prior to the 
c ilculation of accrued interest, any amounts paid to QF for "hardship payments" made 
pursuant to the July 5, 2001 order of the Bankruptcy Court C(QF Order") shall be 
netted against the Prepetition Payables to yield the "Net Amount" defined for QF as 
s:iown on Exhibit 1 attached hereto. QF hereby waives any claim for payment from 
PG&E based upon a QF assertion of economic hardship, including any claim for 
f irther payment from PG&E pursuant to the QF Order.  

3. Calculation and Rate of Interest. The outstanding principal 
balance of the Prepetition Payables shall bear interest at a rate of five percent (5%) per 
aanum (the "Lnterest Rate") from the respective due dates of the principal amounts set 
firth on Attachment A to the Assumption Agreement until paid. Interest shall be 
c ilculated on the basis of a 365-day year with the actual number of days (excluding 
the first day and including the last day) occurring during the period for which interest 
iz payable.  

4. Payment Schedule.  

(a) Interyst. All accrued prepetition and postpetition interest 
due on the Prepetition Payables shall be paid on or before January 31, 2002. If all 
a.crued prepetition and postpetition interest is paid on January 31, 2002, the total 
a-nount of interest due QF under this Supplemental Agreement on that date shall be 
'hree Hundred Twenty-Four Thousand Six Hundred Twenty-Eight Dollars and Ninety 
C ents (S 324,628.90 ). Thereafter, accrued interest on the outstanding unpaid principal 
anount of the Prepetition Payables shall be payable monthly in arrears on the 
declining balance of the Prepetition Payables until the Prepetition Payables have been 
palid in full.  

(b) Principal. Notwithstanding the terms of any plan of 
rtvorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E 
shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 
equal monthly installments on the last PG&E business day of each month comcncing 
J;nuary 31, 2002 and continuing at the end of each month thereafter until paid in full.  

W,•ham Energy, LP 
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(c) Separate Payments. Unless designated to the contrary in 
trieing at least one (1) week in advance of the payment date, all payments of the sums 

st-t forth in Attachment A to the Assumption Agreement and the principal and interest 
die hereunder shall be made to QFin the amounts set forth in Exhibit I attached 
h,.•reto. Each of the payments above is subject to adjustment for rounding errors (either 
u.ward or downward) of up to but no more than one dollar ($1.00).  

(d) Duc on Plan Effective Date. If the Plan Effective Date of 
may plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 
Payables and all interest accrued thereon has been paid in full, the remaining balance 
of the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 
Effective Date.  

(e) S•vtoffs To the extent that PG&E has or claims to have 
arey right to assert any existing or fAture right of setoff as a defense to or reduction of 
axy of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 
h,.reby waives such right of setoff with respect to such obligations, but only with 
respect to such obligations. Provided PG&E is not in default of its payment 
obligations under this Supplemental Agreement, QF shall not setoff any obligation 
owed to PG&E against QF's right to receive payments under this Supplemental 
Agreement Except as set forth above, each Party retains any and all setoff rights it 
tr.ay have, if any, under the Cdntra t.  

(f) Other Terms. The right of QF to receive all payments 
h,!reunder shall be entitled to adminis v expense priority under Bankruptcy Code 
S,-ctions 503 and 507(aX1). QF shill have standing and reserves the right to object or 

svek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 
bl•tow what is reasonably necessary to timely satisfy PG&Es postpetition obligations, 
ir eluding the obligations under this Supplemental Agreement. The obligations of 
P 3&E under this Supplemental Agreement shall be binding on any trustee in a 
Chaptcr 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified 
b:y any plan of reorganization or other order or ruling in the PG&E Bankruptcy Case.  

5. Bankruptcy Court Approval. This Supplemental Agreement is 
subject to Bankruptcy Court approval and shall not become effective until entry of an 
order approving this Supplemental Agreement 

6. Default. In the event that any payment required to be made under 
tf is Supplemental Agreement is not made on or before the date due, QF may make a 
n:otion to enforce this Supplemental Agreement or seek other appropriate relief before 
dte Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 
ciirnmence an adversary proceeding or other suit and may proceed by noticed motion 
ai seven (7) calendar days' notice without the requirement of obtaining an order 
shortening time. QF reserves the right to seek, as appropriate relief, that the entire

Wadh= Eatruy, LP
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amount of the Prepetition Payables and all interest thereon should be accelerated as a 
r'-sult of such nonpayment. PG&Ereserves the right to assert that acceleration is not 
a -propriate.  

7. Entire Agreement. This Supplemental Agreement, together with 
the Assumption Agreement, sets forth the entire agreement between the Parties 
rolating to the Interest Rate and the payment by PG&E of the Prepetition Payables 
rilating to the assumption by PG&E of the Contract and the payment of the Prepetition 
Payables and supersedes and replaces any prior understanding, correspondence, 
c)mmitments or agreement, whether oral or written concerning the subject matters of 
this Supplemental Agreement Notwithstanding the preceding sentence, except to the 
extent amended by this Supplemental Agreement, the terms of the Assumption 
Agreement remain in full force and effect, and any conflict between this Supplemental 
Agreement and the Assumption Agreement shall be resolved in favor of this 
Supplemental Agreement. Any modification or amendment to this Supplemental 
A greement must be in writing and must be signed and dated by the Parties, and must 
e plicitly state that it is intended to: be an amendment to or modification of this 
Supplemental Agreement.  

8. Descriptive Headijngs. The descriptive headings of this 
Supplemental Agreement are inserted for convenience of reference only and do not 
cinstitute a part of this Supplemental Agreement.  

9. Expenses. Each Party shall pay its own expenses, professional 
fees and other costs connected with or associated with the negotiation and execution of 
tids Supplemental Agreement. In the event any Party breaches this Supplemental 
A.greement, the breaching Party shall pay all costs and. expenses (including attorneys' 
fi=s and expenses) incurred by the other Party or Parties in connection with or arising 
oat of such breach.  

10. Governing Law. This Supplemental Agreement is made and 
eitered into in the State of California, and shall in all respects be interpreted and 
gwverned under the laws of California, without regard to principles of conflicts of law.  

11. Binding Agreement This Supplemental Agreement shall be 
b -Ming upon and inure to the benefit of the successors and assigns of the Parties 
h -,reto, including any trustee appointed in the Bankruptcy Case.  

12. Construction of Agreement. Counsel for the respective Parties 
hive reviewed and participated in the drafting of this Supplemental Agreement.  
Consequently, the principle of construction of contracts that ambiguities shall be 
rcsolved against the drafter shall not be used or applied in the interpretation of this 
S Lpp•emental AgrcmerniL 

V, adham Eaergy, LP 
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13. Representations. Each Party hereby represents and warrants to 
e=Lch of the other Parties that (a) the execution of this Supplemental Agreement has 
b,;cn duly authorized by all necessary corporate, shareholder and similar actions; (b) 
th is Supplemental Agreement has been duly executed and delivered and constitutes the 
legal valid and binding obligation of such Party, enforceable against such Party in 
at:cordance with its terms; and (c) the execution and delivery of this Supplemental 
Agreement and the performance byý such Party of its obligations hereunder do not and 
will not conflict with, contravene or breach, any law, judgmnent, order or material 
contract applicable to or binding on such Party or any of its properties or assets.  

14. Execution byC, ouerparts. This Supplemental Agreement may 
be; executed in separate counterparts, each of which when executed shall be an 
original, but all of which, taken together, shall constitute one and the same instrument.  

IN WITNESS WHEREOF.- this Supplemental Agreement has been duly 
executed by or on behalf of QF and PG&E as of the date first written above.  

WADHAM ENERGY LP 

By; Wadham Environmental Corp.  
its; General Partner 

B.y_ 

Vice President 

PACIFIC GAS AND ELECTRIC 
COMPANY 

A California corporation

Wuhham Energy, LP
5
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EXHIBIT I TO SUPPLEMENTAL AGREEMENT-- PAYMENTSCHEDULE

Legal Ity, P99rv8Ct DescriptIon 
Wedham Energy, LP., 
POSE Log No. t2P0t1l

Outstandlng at 
418101 per 

JONv 12.2001 
Due Date Agreement Elapsed Days

Outstanding AIR: 02/02M01 
03102/01 
03/30/01 
04130101 
04/17/01 

Subtotal at of3SW01

$ 
$ 
$ 
$ 
$ 
$

2,516.930,44 
2,044,971.27 
1,988.78.96 
1,246,073.06 

17,922.64 
7,114,574.33

05/31/01 
118 
90 
62 
31 
44 

see above $

PAYMENT INTEREST 

$ 40.684.63 
$ 25.211.97 
$ 16,690.13 

$ 5,291.54 
$ 108.03 
$ 88,11K,30

Dale 
Nardship Payments to Cate: O6118101 

S~06/29101 
07t3/011 

•09/1 4/01 091350to 

101"30/01 

01131/02 
Not Anmount Payable TOTAL 

Monthly Pdncipal Amount (1/12)

SCHEDULE OF PAYMENTS Dale 
01131102 
02128&02 
03/29102 
04130/02 
05/31t02 
01428/02 
07131102 
0813oMo2 
09M30102 
10/31102 
11/27/102 
12I31X12 

TOTAL PAYMENT3;

S 
S 
$ 
$ 
$ 
$ 
S 
$ 
$ 
S 
$ 

$ 
$ 
S 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
S 
I

PRINCIPAL 
BALANCE Elapsed Days 
7,814,574.39 
7,629,899.24 
7.503,620.21 
7,379,493.88 

.7,279,649.42 ..  
7,104,450.68 
7,044,166.49 
6,908,006.76 
6,756,951.16 
6,756,951.18 

6,76•2,0,1.  
563,079.25

18 1 
11$..  
145 
17 $ 
IS $ 
i5 $ 
is $ 
14 $ 
32 $ 
93 $ 
52 $

PRINCIPAL 
PAYMENT 

184,575.15 
126;279.03 
.124,126.33 

99,644.46 
- 115,398.74 

120,254.19 
136,159.73 
151,055.60 

1.057,623.23

PRINCIPAL PRINCIPAL 
BALANCE Elapsed Days PAYMENT 
6,756,951.16 see above S 563,079.30 
6,193.871.88 28 $ 563.079.26 
5,630.792.60 29 $ 563,079.26 
5,067,713.34 32 $ 563,079.26 
4,504.634.08 31 $ 563,079.26 
3,941,554.82 28 S 563,079.26 
3,378,475.56 33 $ 563,079.26 
2,815,396.30 30 $ 563,079.26 
2,252,317,04 31 $ 563,079.26 
1,689,237.78 31 $ 563,079.26 
1,126,158.52 27 $ 563,079.26 

583,079.26 34 $ 563,07926 
$ 0,756,951,16

Interest calculation assumes payment made on last business day of the manlh for PG&E.  
Interest calculation wil be adjusted acoordlngly if payments made other than on the last PG&E business day.  

I Each payme~nt above is subjeo to adjustment for rounding error (upward or downward) of not more than $1.00.  

Page I of I

m 
i)

QI (.A

ACCRUD 
INTEREST 

19,268.81 
.11,497.11 
.14,390.50 

17,185.12 
15,955.83 
14,721.47 
14,474.31 
13,248.23 
29,619.51 
88,081.71 

324,268.9D

S 
$ 
$ 
$ 
$ 
S 
$ 
$ 
$ 
$ 
S

m 

m 

z 

(-3

-A 
0

ACCRUED 
INTEREST 

S 324,628.90 
$ 23,757.32 
$ 22,368.90 
$ 22.214.63 
$ 19,129.27 
$ 15,118.29 
$ 15,272.56 
$ 11,570.12 
$ 9,564.63 
$ 7.173.48 
$ 4,165.24 
$ 2,622.56 
$ 477,585.90

TOTAL 
PAYMENT 

887,706.20 
586,536.8 
585,448.16 
585,293.89 
562,208.53 
578,197.55 
578,361.42 
574,649,38 
572,643.89 
570,252.74 
567,244.50 
565,701,82 

7,234,537.06

S 
$ 
$ 
S 
S 
$ 
S 
S 
$ 
$ 
S 
$ 
$

0
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SUPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 

2001, is made by and between Santa Maria Cogen, Inc. (PG&E Log. No. 18C026) 

("Q:") and PACIFIC GAS AND ELECTRIC COMPANY ("PG&E"). QF and PG&E 

are sometimes referred to herein as the "Parties" or singularly as a "P__aa." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter II bankruptcy petition 

pursuant to Title 11 United States Code Sections 101, et seq. ("Bankruptcy Code") in 

the United States Bankruptcy Court for the Northern District of California, San 

Francisco Division (the "Bankruptcy Court") on April 6, 2001; 

B. WHEREAS, QF and PG&E are parties to that certain Agreement 

dated as of July 13, 2001 ("Assumption Agreement") respecting, among other things, 

the assumption by PG&E of that certain contract listed therein (the "Contract") and the 

Assumption Agreement has been approved by order of the Bankruptcy Court 

("Assumption Order"); 

C. WHEREAS, PG&E's Chapter 11 bankruptcy case, Case No. 01

30923-DM ("Bankruptcy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 

the Contract pursuant to 11 U.S.C. Section 365(b) and (dX2) and Rules 6006, 9014 

and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 

in Attachment A to the Assumption Agreement for a total principal amount due QF of 

Three Hundred Thirty Four Thousand Five Hundred Thirty Two Dollars and Sixty 

Cents ($334,532.60), excluding interest thereon (the '"repetition Payables"); 

F. WHEREAS, starting on or about February 1, 2001 (the "Initial 

Default Date"), PG&E failed to pay the full amount due to QF under the Contract for 

deliveries of energy and capacity for the period between December 1, 2000 and April 
6, 2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 

Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 

the Parties; and 

H. WHEREAS, the Parties have negotiated the provisions set forth in 

this Supplemental Agreement respecting the Interest Rate and payment of the 
Prepetition Payables;

I
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NOW, THEREFORE, in consideration of the premises described above 

and the terms and conditions set forth below, the parties hereby agree as follows: 

1. Definitions. Any capitalized term not defined herein shall have 

the meaning ascribed to it in the Assumption Agreement.  

2. Calculation and Rate of Interest. The outstanding principal 

balance of the Prepetition Payables shall bear interest at a rate of five percent (5%) per 

annum (the "Interest Rate") from the respective due dates of the principal amounts set 

forth on Attachment A to the Assumption Agreement until paid. Interest shall be 

calculated on the basis of a 365-day year with the actual number of days (excluding 
the first day and including the last day) occurring during the period for which interest 
is payable.  

3. Payment Schedule.  

(a) Interest. All accrued prepetition and postpetition interest 
due on the Prepetition Payables shall be paid on or before January 31, 2002. If all 
accrued prepetition and postpetition interest is paid on January 31, 2002, the total 
amount of interest due QF under this Supplemental Agreement on that date shall be 
Sixteen Thousand Two Hundred Forty Seven Dollars and Ninety Cents ($16,247.90).  
Thereafter, accrued interest on the outstanding unpaid principal amount of the 
Prepetition Payables shall be payable monthly in arrears on the declining balance of 
the Prepetition Payables until the Prepetition Payables have been paid in full.  

(b) Principal. Notwithstanding the terms of any plan of 
reorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E 
shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 
equal monthly installments on the last PG&E business day of each month commencing 
January 31, 2002 and continuing at the end of each month thereafter until paid in full.  

(c) Separate Payments. Unless designated to the contrary in 
writing at least one (1) week in advance of the payment date, all payments of the sums 
set forth in Attachment A to the Assumption Agreement and the principal and interest 
due hereunder shall be made to QF in the amounts set forth in Exhibit I attached 
hereto. Each of the payments above is subject to adjustment for rounding errors (either 
upward or downward) of up to but no more than one dollar ($1.00).  

(d) Due on Plan Effective Date. If the Plan Effective Date of 
any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 
Payables and all interest accrued thereon has been paid in full, the remaining balance 
of the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 
Effective Date.

2
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(e) Setoffs. To the extent that PG&E has or claims to have 

any right to assert any existing or future right of setoff as a defense to or reduction of 

any of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 

hereby waives such right of setoff with respect to such obligations, but only with 

respect to such obligations. Provided PG&E is not in default of its payment 

obligations under this Supplemental Agreement, QF shall not setoff any obligation 

owed to PG&E against QF's right to receive payments under this Supplemental 

Agreement. Except as set forth above, each Party retains any and all setoff rights it 

may have, if any, under the Contract.  

(f) Other Terms. The right of QF to receive all payments 

hereunder shall be entitled to administrative expense priority under Bankruptcy Code 

Sections 503 and 507(a)(1). QF shall have standing and reserves the right to object or 

seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 

below what is reasonably necessary to timely satisfy PG&E's postpetition obligations, 

including the obligations under this Supplemental Agreement. The obligations of 

PG&E under this Supplemental Agreement shall be binding on any trustee in a 

Chapter 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified 

by any plan of reorganization or other order or ruling in the PG&E Bankruptcy Case.  

4. Bankruptcy Court Approval. This Supplemental Agreement is 

subject to Bankruptcy Court approval and shall not become effective until entry of an 

order approving this Supplemental Agreement.  

5. Default. In the event that any payment required to be made under 

this Supplemental Agreement is not made on or before the date due, QF may make a 

motion to enforce this Supplemental Agreement or seek other appropriate relief before 

the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 

commence an adversary proceeding or other suit and may proceed by noticed motion 

on seven (7) calendar days' notice without the requirement of obtaining an order 

shortening time. QF reserves the right to seek, as appropriate relief, that the entire 

amount of the Prepetition Payables and all interest thereon should be accelerated as a 

result of such nonpayment. PG&E reserves the right to assert that acceleration is not 

appropriate.  

6. Entire Agreemen. This Supplemental Agreement, together with 

the Assumption Agreement, sets forth the entire agreement between the Parties 

relating to the Interest Rate and the payment by PG&E of the Prepetition Payables 

relating to the assumption by PG&E of the Contract and the payment of the Prepetition 

Payables and supersedes and replaces any prior understanding, correspondence, 

commitments or agreement, whether oral or written concerning the subject matters of 

this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 

extent amended by this Supplemental Agreement, the terms of the Assumption 

Agreement remain in full force and effect, and any conflict between this Supplemental
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Agreement and the Assumption Agreement shall be resolved in favor of this 

Supplemental Agreement. Any modification or amendment to this Supplemental 
Agreement must be in writing and must be signed and dated by the Parties, and must 

explicitly state that it is intended to be an amendment to or modification of this 
Supplemental Agreement.  

7. Descriptive Headings. The descriptive headings of this 

Supplemental Agreement are inserted for convenience of reference only and do not 
constitute a part of this Supplemental Agreement.  

8. Expenses. Each Party shall pay its own expenses, professional 
fees and other costs connected with or associated with the negotiation and execution of 
this Supplemental Agreement. In the event any Party breaches this Supplemental 
Agreement, the breaching Party shall pay all costs and expenses (including attorneys' 
fees and expenses) incurred by the other Party or Parties in connection with or arising 
out of such breach.  

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

10. Binding Agreement. This Supplemental Agreement shall be 
binding upon and inure to the benefit of the successors and assigns of the Parties 
hereto, including any trustee appointed in the Bankruptcy Case.  

11. Construction of Agreement. Counsel for the respective Parties 
have reviewed and participated in the drafting of this Supplemental Agreement.  
Consequently, the principle of construction of contracts that ambiguities shall be 
resolved against the drafter shall not be used or applied in the interpretation of this 
Supplemental Agreement.  

12. Representations. Each Party hereby represents and warrants to 
each of the other Parties that (a) the execution of this Supplemental Agreement has 
been duly authorized by all necessary corporate, shareholder and similar actions; (b) 
this Supplemental Agreement has been duly executed and delivered and constitutes the 
legal valid and binding obligation of such Party, enforceable against such Party in 
accordance with its terms; and (c) the execution and delivery of this Supplemental 

Agreement and the performance by such Party of its obligations hereunder do not and 
will not conflict with, contravene or breach, any law, judgment, order or material 

contract applicable to or binding on such Party or any of its properties or assets.  

13. Execution by Counterparts. This Supplemental Agreement may 
be executed in separate counterparts, each of which when executed shall be an 

original, but all of which, taken together, shall constitute one and the same instrument.

4
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IN WITNESS WHEREOF, this Supplemental Agreement has been duly 

executed by or on behalf of QF and PG&E as of the date first written above.  

SANTA MARIA COGEN INC., A 
California corporation 

Harold E. Dittmer 
President 

PACIFIC GAS AND ELECTRIC 
COMPANY 

A California corporation 

By-

5
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EXHIBIT I TO SUPPLEMENTAL AGREEMENT - PAYMENT SCHEDULE

Dec-00

Legal Entity, Project Description

Due Date:

Jan-01 Feb-01 Mar-01

Outstanding AIR Outstanding A/R Outstanding AIR Outstanding A/R 
2/2/01 3/6101 4/3101 514101

Apr-01 

Outstanding AIR 
4/17/01

Outstanding AIR 
at 416/01 per 
July 13, 2001 
Agreement

SANTA MARIA COGEN, INC., 
PG&E Log No. 18C026 

TOTAL 
Monthly Principal Amount (1/12)

$ 
$

246,231,50 $ 
246,231.50 $

88,301.10 $ 
88,301.10 $

Initial Default Date 
Initial Payment Date 
Elapsed Days 
Interest Rate (Annual) 
Interest amount at 0113112002

2/2/01 
1/31102 

363

5%
12,244.11 $

316/01 
1/31/02 

331

413/01 
1131102 

303

4,003.79 $ - $

5/4101 
1131/02 

272

$

4/17/01 
1/31/02 

289

- $ 16,247.90

SCHEDULE OF PAYMENTS Date 
01131102 $ 
02/28102 $ 
03129102 $ 
04/30/02 $ 
05/31102 $ 
06128102 $ 
07131102 $ 
08/30/02 $ 
09130102 $ 
10131102 $ 
11/27/02 $ 
12/31102 $ 

TOTAL PAYMENTS:

PRINCIPAL 
BALANCE 

334,532.60 
306,654.92 
278,777.20 
250,899.48 
223,021.76 
195,144.04 
167,266.32 
139,388.60 
111,510.88 
83,633.16 
55,755.44 
27,877.72

PRINCIPAL 
Elapsed Days PAYMENT 

see above $ 27,877.68 
28 $ 27,877.72 
29 $ 27,877.72 
32 $ 27,877.72 
31 $ 27,877.72 
28 $ 27,877.72 
33 $ 27,877.72 
30 $ 27,877.72 
31 $ 27,877.72 
31 $ 27,877.72 
27 $ 27,877.72 
34 $ 27,877.72 

$ 334,632.60

ACCRUED 
INTEREST 

$ 16,247.90 
$ 1,176.21 
$ 1,107.47 
$ 1,099.83 
$ 947.08 
$ 748.50 
$ 756.14 
$ 572.83 
$ 473.54 
$ 355.15 
$ 206.22 
$ 129.84 
$ 23,820.71

$ $ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$

TOTAL 
PAYMENT 

44,125.58 
29,053.93 
28,985.19 
28,977.55 
28,824.80 
28,626.22 
28,633.86 
28,450.55 
28,351.26 
28,232.87 
28,083.94 
28,007.56 

358,353.31

interest calculation assumes payment made on last business day of the month for PG&E.  

Interest calculation will be adjusted accordingly if payments made other than on the last PG&E business day.  

Each payment above is subject to adjustment for rounding error (upward or downward) of not more than $1.00.  

Page 1 of 1

- $ 
- $

- $ 
* $

- $ 
- $ 

$

334,532.60 
334,532.60 
27,877.72
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SUPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 

2001, is made by and between Yuba City Cogeneration Partners, LP (PG&E Log. No.  

12C026) ("QF") and PACIFIC GAS AND ELECTRIC COMPANY ("PG&E"). QF 

and PG&E are sometimes referred to herein as the "Parties" or singularly as a "Party." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition 
pursuant to Title 11 United States Code Sections 101, et seq. ("Bankruptcy Code") in 

the United States Bankruptcy Court for the Northern District of California, San 
Francisco Division (the "Bankruptcy Court") on April 6, 200(1; 

B. WHEREAS, QF and PG&E are parties to that certain Agreement 
dated as of July 13, 2001 ("Assumption Agreement") respecting, among other things, 
the assumption by PG&E of that certain contract listed therein (the "Contract") and the 

Assumption Agreement has been approved by order of the Bankruptcy Court 
("Assumption Order"); 

C. WHEREAS, PG&Fs Chapter 11 bankruptcy case, Case No. 01
30923-DM ("Bankruptcy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 

the Contract pursuant to 11 U.S.C. Section 365(b) and (dX2) and Rules 6006, 9014 
and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 

in Attachment A to the Assumption Agreement for a total principal amount due QF of 
Six Million Five Hundred and Forty Seven Thousand Six Hundred Seventy Dollars 
and Two Cents ($6,547,670.02), excluding interest thereon (the "Prepetition 
Payables"); 

F. WHEREAS, starting on or about February 1, 2001 (the "Initial 

Default Date"), PG&E failed to pay the full amount due to QF under the Contract for 
deliveries of energy and capacity for the period between December 1, 2000 and April 
6, 2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 
Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 
the Parties; and

I

No.3011 P. 2/8



DeC.L,0. x2a 001 3AM

H. WHEREAS, the Parties have negotiated the provisions set forth in 

this Supplemental Agreement respecting the Interest Rate and payment of the 

Prepetition Payables; 

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

1. Definitions. Any capitalized term not defined herein shall have 
the meaning ascribed to it in the Assumption Agreement.  

2. Calculation and Rate of Interest. The outstanding principal 
balance of the Prepetition Payables shall bear interest at a rate of five percent (5%) per 
annum (the "Interest Rate") from the respective due dates of the principal amounts set 
forth on Attachment A to the Assumption Agreement until paid. Interest shall be 
calculated on the basis of a 365-day year with the actual number of days (excluding 
the first day and including the last day) occurring during the period for which interest 
is payable.  

3. Payment Schedule.  

(a) Interest. All accrued prepetition and postpetition interest 
due on the Prepetition Payables shall be paid on or before January 31, 2002. If all 
accrued prepetition and postpetition interest is paid on January 31, 2002, the total 
amount of interest due QF under this Supplemental Agreement on that date shall be 
Three Hundred Seventeen Thousand One Hundred Eighty Five Dollars and Seventy 
Five Cents ($317,185.75). Thereafter, accrued interest on the outstanding unpaid 
principal amount of the Prepetition Payables shall be payable monthly in arrears on the 
declining balance of the Prepetition Payables until the Prepetition Payables have been 
paid in full.  

(b) Principal. Notwithstanding the terms of any plan of 
reorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E 
shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 
equal monthly installments on the last PG&E business day of each month commencing 
January 31, 2002 and continuing at the end of each month thereafter until paid in full.  

(c) Separate Payments. Unless designated to the contrary in 
writing at least one (1) week in advance of the payment date, all payments of the sums 
set forth in Attachment A to the Assumption Agreement and the principal and interest 
due hereunder shall be made to QF in the amounts set forth in Exhibit I attached 
hereto. Each of the payments above is subject to adjustment for rounding errors (either 
upward or downward) of up to but no more than one dollar ($1.00).

N• .,:.;I, P . /'
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(d) Due on Plan Effective Date. If the Plan Effective Date of 

any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 

Payables and all interest accrued thereon has been paid in full, the remaining balance 

of the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 

Effective Date.  

(e) Setoffs. To the extent that PG&E has or claims to have 

any right to assert any existing or future right of setoff as a defense to or reduction of 

any of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 

hereby waives such right of setoff with respect to such obligations, but only with 

respect to such obligations. Provided PG&E is not in default of its payment 

obligations under this Supplemental Agreement, QF shall not setoff any obligation 

owed to PG&E against QF's right to receive payments under this Supplemental 

Agreement. Except as set forth above, each Party retains any and all setoff rights it 

may have, if any, under the Contract.  

(f) Other Terms. The right of QF to receive all payments 

hereunder shall be entitled to administrative expense priority under Bankruptcy Code 

Sections 503 and 507(a)(1). QF shall have standing and reserves the right to object or 

seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 

below what is reasonably necessary to timely satisfy PG&E's postpetition obligations, 

including the obligations under this Supplemental Agreement. The obligations of 

PG&E under this Supplemental Agreement shall be binding on any trustee in a 

Chapter 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified 

by any plan of reorganization or other order or ruling in the PG&E Bankruptcy Case.  

4. Bankruptcy Court Approval. This Supplemental Agreement is 

subject to Bankruptcy Court approval and shall become effective following entry of an 

order approving this Supplemental Agreement, but in no event shall it become 

effective before January 2, 2002.  

5. Default. In the event that any payment required to be made under 

this Supplemental Agreement is not made on or before the date due, QF may make a 

motion to enforce this Supplemental Agreement or seek other appropriate relief before 

the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 

commence an adversary proceeding or other suit and may proceed by noticed motion 

on seven (7) calendar days' notice without the requirement of obtaining an order 

shortening time. QF reserves the right to seek, as appropriate relief, that the entire 

amount of the Prepetition Payables and all interest thereon should be accelerated as a 

result of such nonpayment. PG&E reserves the right to assert that acceleration is not 

appropriate.  

6. Entire Ageement. This Supplemental Agreement, together with 

the Assumption Agreement, sets forth the entire agreement between the Parties

3
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relating to the Interest Rate and the payment by PG&E of.the Prepetition Payables 

relating to the assumption by PG&E of the Contract and the payment of the Prepetition 

Payables and supersedes and replaces any prior understanding, correspondence, 
commitments or agreement, whether oral or written concerning the subject matters of 
this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 

extent amended by this Supplemental Agreement, the terms of the Assumption 
Agreement remain in full force and effect, and any conflict between this Supplemental 
Agreement and the Assumption Agreement shall be resolved in favor of this 
Supplemental Agreement. Any modification or amendment to this Supplemental 
Agreement must be in writing and must be signed and dated by the Parties, and must 
explicitly state that it is intended to be an amendment to or modification of this 
Supplemental Agreement.  

7. Descriptive Headings. The descriptive headings of this 
Supplemental Agreement are inserted for convenience of reference only and do not 
constitute a part of this Supplemental Agreement.  

8. Expenses. Each Party shall pay its own expenses, professional 
fees and other costs connected with or associated with the negotiation and execution of 
this Supplemental Agreement. In the event any Party breaches this Supplemental 
Agreement, the breaching Party shall pay all costs and expenses (including attorneys' 
fees and expenses) incurred by the other Party or Parties in connection with or arising 
out of such breach.  

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

10. Binding Agreement. This Supplemental Agreement shall be 
binding upon and inure to the benefit of the successors and assigns of the Parties 
hereto, including any trustee appointed in the Bankruptcy Case.  

11. Construction of Agreement. Counsel for the respective Parties 
have reviewed and participated in the drafting of this Supplemental Agreement.  
Consequently, the principle of construction of contracts that ambiguities shall be 
resolved against the drafter shall not be used or applied in the interpretation of this 
Supplemental Agreement.  

12. Representations. Each Party hereby represents and warrants to 
each of the other Parties that (a) the execution of this Supplemental Agreement has 
been duly authorized by all necessary corporate, shareholder and similar actions; (b) 

this Supplemental Agreement has been duly executed and delivered and constitutes the 
legal valid and binding obligation of such Party, enforceable against such Party in 
accordance with its terms; and (c) the execution and delivery of this Supplemental

4
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Agreement and the performance by such Party of its obligations hereunder do not and 

will not conflict with, contravene or breach, any law, judgment, order or material 

contract applicable to or binding on such Party or any of its properties or assets.  

13. Execution by Counterparts. This Supplemental Agreement may 

be executed in separate counterparts, each of which when executed shall be an 

original, but all of which, taken together, shall constitute one and the same instrument.  

IN WITNESS WHEREOF, this Supplemental Agreement has been duly 

executed by or on behalf of QF and PG&E as of the date first written above.  

YUBA CITY COGENERATION 
PARTNERS, L.P., A California 
limited partnership, 

arold E. Dittmer, 
President 
Yuba City Cogen Inc.  
Its General Partner 

PACIFIC GAS AND ELECTRIC 

COMPANY 

A California corporation

5



EXHIBIT I 
To 

QF Supplemental Agreement 

v20

'7



EXHIBIT I TO SUPPLEMENTAL AGREEMENT -- PAYMENT SCHEDULE

Dec-00

Legal Entity, Project Description

Due Date:

Jan-01

Outstanding AIR Outstanding AIR 
2/21/01 316101

Feb-01 Mar-01

Outstanding AIR Outstanding AIR
413101

Apr-01 

Outstanding AIR 
4117101

Outstanding AIR 
at 4/6/01 per 
July 13, 2001 
Agreement

YUBA CITY COGEN PARTNERS, L.P., 
PG&E Log No. 12C026 

TOTAL 
Monthly Principal Amount (1/12)

$ 4,644,679.20 $ 1,892,215.82 $ 
$ 4,644,679.20 $ 1,892,215.82 $

- $ 
- $

- $ 
- $

10,775.00 $ 
10,775.00 $ 

$

Initial Default Date 
Initial Payment Date 
Elapsed Days 
Interest Rate (Annual) 
Interest amount at 01/3112002

5%

2/2(01 
1/31/02 

363 

$ 230,961.45 $

3/6/01 
1/31/02 

331 

85,797.73 $

4/3/01 
1/31/02 

303

- $

514/01 
1/31/02 

272

4/17/01 
1/31/02 

289

$ 426.57 $ 317,186.75

SCHEDULE OF PAYMENTS Date 
01/31/02 
02/28102 
03129/02 
04/30/02 
06131102 
06128/02 
07131102 
08/30102 
09/30/02 
10/31/02 
11127/02 
12/31102 

TOTAL PAYMENTS:

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$

PRINCIPAL 
BALANCE 
6,547,670.02 
6,002,030.87 
5,456,391.70 
4,910,752.53 
4,365,113.36 
3,819,474.19 
3,273,835.02 
2,728,195.85 
2,182,556.68 
1,636,917.51 
1,091,278.34 

545,639.17

Elapsed Days 
see above 

28 
29 
32 
31 
28 
33 
30 
31 
31 
27 
34

PRINCIPAL 
PAYMENT 
$ 545,639.15 
$ 545,639.17 
$ 545,639.17 
$ . 545,639.17 
$ 545,639.17 
$ 545,639.17 
$ 545,639.17 
$ 545,639.17 
$ 545,639.17 
$ 545,639.17 
$ 545,639.17 
$ 545,639.17 
$ 6,647,670.02

ACCRUED 
INTEREST 

$ 317,185.75 
$ 23,021.49 
$ 21,676.08 
$ 21,526.59 
$ 18,536.78 
$ 14,650.04 
$ 14,799.53 
$ 11,211.76 
$ 9,268.39 
$- 6,951.29 
$ 4,036.23 
$ 2,541.33 
$ 465,405.26

$ $ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$

TOTAL 
PAYMENT 

862,824.90 
568,660.66 
567,315.25 
567,165.76 
564,175.95 
560,289.21 
560,438.70 
556,850.93 
554,907.56 
552,590.46 
549,675.40 
548,180.50 

7,013,075.28

Interest calculation assumes payment made on last business day of the month for PG&E. a 

Interest calculation will be adjusted accordingly if payments made other than on the last PG&E business day.  

Each payment above is subject to adjustment for rounding error (upward or downward) of not more than $1.00.  

Page 1 of I
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6,547,670.02 
6,647,670.02 

545,639.17

a 
o
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SUPPLEMENTAL AGREENMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 
2001, is made by and between WHEELBRATOR HUDSON ENERGY CO. INC.  

(PG&E Log No. 13PI62) ("QF ") and PACIFIC GAS AND ELECTRIC COMPANY 
("PG&E"). QF and PG&E are sometimes referred to herein as the "'This" or 

singularly as a "E__a.." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter II bankruptcy petition 

pursuant to Title 11 United States Code Sections 101, er seq. ("Bankruptcy Code",) in 

the United States Bankruptcy Court for The Northern District of California, San 

Francisco Division (the "Bankruptcy Court") on April 6, 2001; 

B. WHEREAS, QF and PG&E arc parties to that certain Agreement 

dated as of July 13, 2001 ("Assumption Awgeemenr") respecting, among other things, 
the assumption by PG&E of that certain contract listed therein (the "'Contrac") and 

such Assumption Agreement has been approved by order of The Bankruptcy Court (the 
-'Assumption Order"); 

C. WHEREAS, PG&E's Chapter 1I bankruptcy case, Case No. 01
30923-DM ("Bankruptcy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 
the Contract pursuant to 11 U.S.C. Section 365(b) and (d)(2) and Rules 6006, 9014 
and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 
in Attachment B To the Assumption Agreement for a Total principal amount due QF of 

Two Million Eighty Thousand Six Hundred Nine Dollars and Ninety Four Cents 
($2,080,609.94), excluding interest thereon (the "Prepeition Payables"); 

F. WHEREAS, starting on or about February 2, 2001 (the "lnitial 
DefaultDate"), PG&E failed to pay the full amount due to QF under the Contract for 
deliveries of energy and capacity for the period between December 1, 2000 and April 
6, 2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 

Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 
the Parties; and 

Whcinaracc: - HUDSON Suppicmcntl Agreem nt 12-ia,-01
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H. WHEREAS, the Parties have negotiated the provisions set forth in 
this Supplemental Agreement respecting the Interest Rate and payment of the 
Prepetition Payables; 

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

1. Def.nitions Any capitalized term not defined herein shall have 
the meaning ascribed to it in the Assumption Agreement.  

2. Calculatios and Rate of Interest. The outstanding principal 
balance of the Preperinon Payables shall bear interest at a rate of five percent (5 %) per 
annum (the "Interest Rate") from the respective due dates of the principal amounts set 
forth on Attachment B to the Assumption Agreement until paid. Interest shall be 
calculated on the basis of a 365-day year with the actual number of days (excluding 
the first day and including the last day) occurring during the period for which interest 
is payable.  

3. Payment Schedule.  

(a) Interest. All accrued prepetition and postpetition interest 
due on The Prepetition Payables through January 31, 2002 shall be paid on or before 
January 31, 2002. If all accrued prepetrion and postpetirion interest is paid on January 
31, 2002, the total amount of interest due QF under this Supplemental Agreement on 
that date shall be Eighty Nine Thousand Eight Hundred Thirty Eight Dollars and 
Eighty Cents ($89,838.80). Thereafter, accrued interest on the outstanding unpaid 
principal amount of the Prepetition Payables shall be payable monthly in arrears on the 
declining balance of the Prepetition Payables until the Preperition Payables have been 
paid in full.  

(b) Principal. Notwithstanding the terms of any plan of 
reorganizaTion filed by PG&E or by any other parry in the Bankruptcy Case, PG&E 
shall pay the outstanding principal balance of the Preperition Payables in twelve (12) 
equal monthly installments on the last PG&E business day of each month commencing 
January 31, 2002 and continuing at the end of each month thereafter until paid in full.  

(c) SaeparaTe Pqvment.. Unless designated to the contrary in 
writing at least one (1) week in advance of the payment date, all payments of the sums 
set forth in Attachment B to the Assumption Agreement and the principal and interest 
due hereunder shall be made to QF in the amounts set forth in Exhibit I attached 
here-to. Each of the payments above is subject To adjustment for rounding errors 
(either upward or downward) of up To but no more than one dollar (S1.00).

~- W-DPýN 2!Jpp~cmnc.,[ ý,Q.ýurzner -- O
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(d). Due on Plan Effective Date. If the Plan Effective Date of 

any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 

Payables and all interest accrued thereon has been paid in full, the remaining balance 

of the Preperinon Payables and all interest accrued thereon shall be paid on such Plan 
Effective Date.  

(e) Sem . To the extent that PG&E has or claims to have 

any right to assert any existing or future right of setoff as a defense to or reduction of 

any of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 

hereby waives such right of setoff with respect to such obligations, but only with 
respect to such obligations. Provided PG&E is not in default of its payment 
obligations under this Supplemental Agreement, QF shall not setoff any obligation 
owed to PG&E against QF's right to receive payments under this Supplemental 
Agreement. Except as set forth above, each Party retains any and all setoff tights it 
may have, if any, under the Contract.  

(f) Monthly-PaymenTs under the Contract. Beginning January 

1, 2002 and continuing for the remaining term of the Contract, PG&E shall pay QF 

once a month for energy and capacity deliveries under the payment temrs set forth in 
the Contract. Notwithstanding the foregoing and unless otherwise directed by the 

California Public Utilities Commission, PG&E shall make payments To QF within 15 
days of the end of each monthly billing period.  

(g) O7her-Terms. The rights of QF To receive all payments 
hereunder shall be entitled to administrative expense priority under Bankruptcy Code 
Sections 503 and 507(a)(1). QF shall have standing and reserves the right to object or 

seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 
below what is reasonably necessary to timely satisfy PG&E's postpetition obligations, 
including the obligations under this Supplemental Agreement. The obligations of 
PG&E under this Supplemental Agreement shall be binding on any trustee in a 
Chapter 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified 
by any plan of reorganization or other order or ruling in the PG&E Bankruptcy Case.  

4. Withdrawal Of Claims. Except for those administrative claims 

specifically provided for by paragraph 3(g) hereof, QF waives its right to file any 
Bankruptcy Code Section 503 administrative expense claims based on services 
provided the estate through and including November 30, 2001. Furthermore, QF 
agrees to waive and withdraw any and all claims or proof of claims it has filed in 
PG&Bt s Chapter 11 case within seven (7) days of entry of a bankruptcy court order 
approving this Supplemental Agreement, except those claims specifically reserved in 
Exhibit 2 to this Supplemental Agreement. QF further agrees to forgo any rights it 
may have to amend such withdrawn cluims.  

WnCC130c13TC1 - HiUDSONi Supplcrncull AoleucnclL 12-I1€-uI1 
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5. Bankruptcy Court Approval. This Supplemental Agreement is 
subject to Bankruptcy Court approval and shall not become effective until entry of an 
order approving this Supplemental Agreement.  

6. Default. In the event that any payment required to be made under 
this Supplemental Agreement is not made on or before the date due, QF may make a 
motion to enforce this Supplemental Agreement or seek other appropriate relief before 
the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 
commence an adversary proceeding or other suit and may proceed by noticed motion 
on seven (7) calendar days' notice without the requirement of obtaining an order 
shortening time. QF reserves the right to seek, as appropriate relief, that the entire 
amount of the Prepetition Payables and all interest thereon should be accelerated as a 
result of such nonpayment. PG&E reserves the right to assert that acceleration is not 
appropriate.  

7. Entire A greemenr. This Supplemental Agreement, together with 
the Assumption Agreement, sets forth the entire agreement between the Parties 
relating to the Interest Rate and the payment by PG&E of the Prepetition Payables 
relating to the assumption by PG&E of the Contract and the payment of the Prepetition 
Payables and supersedes and replaces any prior understanding, correspondence, 
commitments or agreement, whether oral or written concerning the subject matters of 
this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 
extent amended by this Supplemental Agreement, the terms of the Assumption 
Agreement remain in full force and effect, and any conflict between this Supplemental 
Agreement and the Assumption Agreement shall be resolved in favor of this 
Supplemental Agreement. Any modification or amendment to this Supplemental 
Agreement must be in writing and must be signed and dated by the Parties, and must 
explicitly state that it is intended to be an amendment to or modification of this 
Supplemental Agreement.  

8. Descriptive Headings. The descriptive headings of this 
Supplemental Agreement are inserted for convenience of reference only and do not 
constitute a part of this Supplemental Agreement.  

9. Expenses. Each Party shall pay its own expenses, professional 
fees and other costs connected with or associated with the negotiatmon and execution of 
this Supplemental Agreement. In the event any ParTy breaches this Supplemental 
Agreement, the breaching Party shall pay all costs and expenses (including attorneys' 
fees and expenses) incurred by the other ParTy or Parties in connection with or arising 
out of such breach.  

10. Governing Law. This Supplemental Agreement is made and 
entered into in The State of California, and shall in all respects be interpreted and 
governed under the laws of California, without regard to principles of confhcts of law 

Michc or.•to - h•t-N ),N S,,PPlrrnenai Agjccmc;l 12-,8-D! 
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11. Birdilf Aree~nLThis SUpp1Cn3tzl Agre=met *hall be 

bindinig upon and inure to the benefit of the SUCCessors mid assign Of The Pardie 

beeM icluding aUy U-tsec ZPPminted in the BmlkflPtCY Case

hereto, 12. CosrciOIf Ag[eemt Counsel for the respecuve Pamtes 

have veviewe-d and pamrticipated in ft~ &MA9 ugOf tbiB Supplemenata1 4SXieement.  

CoUnc cunTlY, fhe pdiniple 'Of monsnictiofl of c~u~Utts 1hat ambigu.ties sh~all be 

resolved against the drdicr shall not be u~sed or applid in the in~tepretatiof of *Ais 

Suplemenual Agremwnt.  

13. AWMSMP:M- Bach PartY b~eby r~ePreet == d warrns t'o 

each of thhe oheM Parties that (a) &th execuximi of this Sipplemazal Agreement has 

been duly autumiZd cbY all uncccss"y aorxpozateC sreboldr aud siuiilar actions; (b) 

thIs Supp eneta Agreem=nEi has been duly =Excuted and delivemed and coimfimtes the 

legal valid and binding obligation of such Party, enfoeb~le ager 3stisch Parry in 

accordance wilh its 1erm; arA (c) tbpe execulicmand (lelivery of fths Suplmna 

Agremen and 1he- per~nnanG by sucR P~tY Of ts obligafiotis hereunider do not and 

wilnrconflict with, eoutravene orb=ea3b any lawJudzmeLt 0Td1r Or matmra 

contract applicable to or lbiding on such PAMr or any of its propertes Or asscts 

14. eeto vClne!at.This Supplementll Agreemenx maay 

be execuTed in sepamat COlerparta. eah of -mhich when excecuted shall be an 

originaL, bu-t all of which t*ke tagetlbr, sball conStitute onc and tesm suet 

iN WI7TrNESS WHBEREOF, *his SuppjemenTal Agrement' has been duly 

executed by or on'beua~f of QF and PG&E as of the date f=t written above.  

Wheelabrator Hiudson Energy Co. Inc., Pacifi iGas and Electiric CoMPany, 

a DelawQare cozporalion aClfra OpZ~ 

~y g. ~By-, 

-same: a altk& L-j Th \'2 iýi am 

TiT1e: 
Title;~~ L ASM 

WL~fPZ -lI¶JWN ~ ~ 121 ~5

Frol-50 35 Z3STc-DAVIS WVRIGHT TRELAIN Page 03-

+4152766599 f
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EXHIBIT I TO SUPPLEMENTAL AGREEMENT -- PAYMENT SCHEDULE

Dec-00 Jan-01 Feb-01 Mar-01 Apr-01

Legal Enllty, Project Description

Outstanding AIR 
Due Date: 21212001

Outstanding AIR 
al 416101 pet 
July 13, 2001 
Agreement

Outstanding A/R Outstanding A/R Outstanding A/R Oulstanding A/R 
31212001 313012001 413012001 411712001

Wheelabrator Hudson Energy Co.  
Inc., PG&E Log No, 13P162 

TOTAL 
Monlhly Ptincipal Amounl (1/12)

$ 423,41152 $ 466,303,37 $ 512,386.06 $ 575,25771 $ 
$ 423,41152 $ 466,303,37 $ 512,38606 $ 575,257,71 $

103,251.28 $ 
103,251.28 $

Inilial Delault Dale 
Initial Payment Dale 
Elapsed Days 
Inlerest Rate (Annual) 
Interest amount at 0113112002

2/202001 
1/31/2002 

363 

$ 21,05457 $

3/212001, 
1/31/2002 

335 

21,398.85 S

313012001 
1/31/2002 

307 

21,548.29 $

4/30/2001 
1/3112002 

276 

21,749.47 $

4/17/2001 
1/3102002 

289 

4,087 62 $ 89,838.80

SCHEDULE OF PAYMENTS Date 
01131/02 
02128102 
03129/02 
04130102 
05131/02 
06128102 
07131102 
08130/02 
09130102 
10/31/02 
11/27102 
12t31102 

TOTAL PAYMENTS:

$ 
$ 
$ 
S 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
8

PRINCIPAL 
BALANCE 
2,080,609 94 
1,907,225 76 
1,733,841 60 
1,560,4 57.44 
1,387,073.28 
1,213,689.12 
1,040,304.96 

866,920.80 

693,536 64 
520,152.4 B 
346,768.32 
173,3134.16

PRINCIPAL 
Elapsed Days PAYMENT 

see above $ 173.384,18 
28 $ 173,384.16 
29 $ 173,384.16 
32 $ 173,384.16 
31 $ 173,384 16 
28 $ 173,384.16 
33 8 173,384.16 
30 $ 173,384.16 
31 $ 173,384.16 

31 S 173,384.16 
27 $ 173,384 16 
34 $ 173,384 16 

$ 2,080,609.94

$ 
$ 
$ 
$ 
$ 
$ 
S 
$ 
$ 
$ 
S 
$ 
$

ACCRUED 
INTEREST 

89,838.80 
7,315.39 
6,887.86 
6,840.36 
5,690.31 
4,65525 
4.702 75 

3,562.69 
2,945.16 
2,208.87 
1,282.57 

807.54 
136,937.55

8 
$ 
$ 
$ 
$ 
$ 
$ 
$~ 
$ 
$ 
$ 
$ 
$

TOTAL 
PAYMENT 

263,222 98 
180,699,55 
180,272 02 
180,224 52 
179,274 47 
178,039.41 
178,086.91 

176,946.85 
176,329.32 
175,59303 
174,66673 
174,191 70 

2,217,547.49

Inlexesi calculalion assumes payment made on last business day of the month lor PG&E.  
Interest calculation will be adjusted accordingly if payments made olhei than on the lasi PG&E business day 
Each paymenl above is subjecl lo adjustmenl fox rounding error (upward oi downward) ol not more than $1.00.

Page 1 of I

2,080,609.94 
2,080,609,94 

173,364.16

-.4

-.4 

-4 

-u 

'N.

|Z 
W



Dec-20-01 01:24pm From-

Exhibit 2 to Supplemental Agreement 

This page is intentionally left blank.
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SUPPT.EMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 

2001, is made by and between WHEELABRATOR SHASTA ENERGY CO. INC.  

(PG&E Log No. 13P045) ("QF ") and PACIFIC GAS AND ELECTRIC COMPANY 

("PG&E_"). QF and PG&E are sometimes referred to herein as the "Pa-ie.•" or 

singularly as a "•aM." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition 

pursuant to Title II United States Code Sections 101, er seq. ("Bankruptcy Code") in 

the United States Bankruptcy Court for the Northern District of California, San 

Francisco Division (the "Ban-b-uptey Court") on April 6,2001; 

B. WHEREAS, QF and PG&E are parties to that certain Agreement 

dated as of July 13, 2001 ("A-su-mpton1, Agreenent") respecting, among other things, 

the assumption by PG&E of that certain contract listed therein (the "Contract") and 

such Assumption Agreement has been approved by order of the Bankruptcy Court (the 
",A~ssumption Order"); 

C. WHEREAS, PG&E's Chapter 11 bankruptcy case, Case No. 01

30923-DM ("Rankn cy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 

the Contract pursuant to 11 U.S.C. Section 365(b) and (d)(2) and Rules 6006, 9014 

and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 

in Attachment B to the Assumption Agreement for a total principal amount due QF of 

Nineteen Million Five Hundred Eighty One Thousand Eight Hundred Ninety Five 

Dollars and Forty Five Cents ($19,581,895.45), excluding interest thereon (the 

"Prepetition Payables"); 

F. WHEREAS, starting on or about February 2, 2001 (the "Inltw 
Default Date"), PG&E failed to pay the full amount due to QF under the Contract for 

deliveries of energy and capacity for the period between December 1, 2000 and April 

6, 2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 

Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 
the Parties; and

W11CC1UD,:11C1 SnZýLU.'juppjCij1CiQ1 AgrecMcilt 12-19-01
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H_ WHEREAS, the Parties have negotiated the provisions set forth in 
this Supplemental Agreement respecting the Interest Rate and payment of the 
Prepetition Payables; 

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

1. Definitions. Any capitalized term not defined herein shall have 
The meaning ascribed to it in the Assumption Agreement.  

2_ Calculations and Rate of Intere.. The outstanding principal 
balance of the Preperition Payables shall bear interest at a rate of five percent (5%) per 
annum (the "Interest Rate") from the respective due dates of the principal amounts set 
forth on Attachment B to the Assumption Agreement until paid. Interest shall be 
calculated on the basis of a 3 65-day year with the actual number of days (excluding 
the first day and including the last day) occurring during the period for which interest 
is payable

3. Payment Slchedule.  

(a) Interest. All accrued prepetirion and postpetition interest 
due on the Prepetition Payables through January 31, 2002 shall be paid on or before 
January 31, 2002. If all accrued prepetition and postpetition interest is paid on January 
31, 2002, the total amount of interest due QF under this Supplemental Agreement on 
that date shall be Eight Hundred Ninety Five Thousand Light Hundred Eleven Dollars 
and Fifty Six Cents ($895,811.56). Thereafter, accrued interest on the outstanding 
unpaid principal amount of the Prepetition Payables shall be payable monthly in 
arrears on the declining balance of the Prepetition Payables until the Prepetition 
Payables have been paid in full.  

(b) Principal- Notwithstanding the terms of any plan of 
reorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E 
shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 
equal monthly installments on the last PG&E business day of each month commencing 
January 31, 2002 and continuing at the end of each month thereafter until paid in full.  

(c) Separate PagvenT.q. Unless designated to the contrary in 
writing at least one (1) week in advance of the payment date, all payments of the sums 
set forth in Attachment B to the Assumption Agreement and the principal and interest 
due hereunder shall be made to QF in the amounts set forth in Exhibit 1 attached 
hereto. Each of the payments above is subject to adjustment for rounding errors 
(either upward or downward) of up to but no more than one dollar (S1 00).
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(d) Due on Plan Effecive Date. If the Plan Effective Date of 

any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepettion 

Payables and all interest accrued thereon has been paid in full, the remaining balance 

of the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 

Effective Date.  

(e) Seo._ To the extent that PG&E has or claims to have 

any right to assert any existing or future right of setoff as a defense to or reduction of 

any of its obligations to pay the Prepeution Payables and/or interest thereon, PG&E 

hereby waives such right of setoff with respect to such obligations, but only with 

respect to such obligations. Provided PG&E is not in default of its payment 

obligations under this Supplemental Agreement, QF shall not setoff any obligation 

owed to PG&E against QF's right to receive payments under This Supplemental 

Agreement. Except as set forth above, each Party retains any and all setoff rights it 

may have, if any, under the Contract.  

(f) Monthly Payments under the Co act. Beginning January 

1, 2002 and continuing for the remaining term of the Contract, PG&E shall pay QF 

once a month for energy and capacity deliveries under the payment terms set forth in 

the Contract. Notwithstanding the foregoing and unless otherwise directed by the 

California Public Utilities Commission, PG&E shall make payments to QF within 15 

days of the end of each monthly billing period.  

(g) Qih..•Terms. The right of QF to receive all payments 

hereunder shall be entitled to administrative expense priority under Bankruptcy Code 

Sections 503 and 507(a)(1). QF shall have standing and reserves the right to object or 

seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 

below what is reasonably necessary To timely satisfy PG&E's postpetition obligations, 

including the obligations under this Supplemental Agreement. The obligations of 

PG&E under this Supplemental Agreement shall be binding on any trustee in a 

Chapter 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified 

by any plan of reorganization or other order or ruling in the PG&E Bankruptcy Case.  

4. Withdrawal Of Claims. Except for those administrative claims 

specifically provided for by paragraph 3(g) hereof, QF waives its right to file any 

Bankruptcy Code Section 503 administrative expense claims based on services 

provided The estate through and including November 30, 2001. Furthermore, QF 

agrees to waive and withdraw any and all claims or proof of claims it has filed in 

PG&E's Chapter 11 case within seven (7) days of entry of a bankruptcy court order 

approving this Supplemental Agreement, except those claims specifically reserved in 

Exhibit 2 to this Supplemental Agreement. QF further agrees to forgo any rights it 

may have to amend such withdrawn claims.

3
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5. Bankruptcy Court Appoval. This Supplemental Agreement is 
subject to Bankruptcy Court approval and shall not become effective until entry of an 
order approving this Supplemental Agreement.  

6. DefaulT- in the event that any payment required to be made under 
this Supplemental Agreement is not made on or before the date due, QF may make a 
motion to enforce this Supplemental Agreement or seek other appropriate relief before 
the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 
commence an adversary proceeding or other suit and may proceed by noticed motion 
on seven (7) calendar days' notice without the requirement of obtaining an order 
shortening time. QF reserves the right to seek, as appropriate relief, that the entire 
amount of the Prepeution Payables and all interest thereon should be accelerated as a 
result of such nonpayment. PG&E reserves the right to assert that acceleration is not 
appropriate.  

7. Entire Agamemerne. This Supplemental Agreement, together with 
the Assumption Agreement, sets forth the entire agreement between the Parties 
relating to the Interest Rate and the payment by PG&E of the Prepetition Payables 
relating to the assumption by PG&.E of the Contract and the payment of the Prepetition 
Payables and supersedes and replaces any prior understanding, correspondence, 
commitments or agreement, whether oral or written concerning the subject matters of 
this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 
extent amended by this Supplemental Agreement, the terms of the Assumption 
Agreement remain in full force and effect, and any conflict between this Supplemental 
Agreement and the Assumption Agreement shall be resolved in favor of this 
Su~pplemental Agreement. Any modification or amendment to this Supplemental 
Agreement must be in writing and must be signed and dated by the Parties, and must 
explicitly state that it is intended to be an amendment to or modification of This 
Supplemental Agreement

S. Descriptive iHeading.. The descriptive headings of this 
Supplemental Agreement are inserted for convenience of reference only and do not 
constitute a part of this Supplemental Agreement.  

9. Expenses. Each Parry shall pay its own expenses, professional 
fees and other costs connected with or associated with the negotiation and execution of 
this Supplemental Agreement. in the event any Party breaches this Supplemental 
Agreement, the breaching Party shall pay all costs and expenses (including attorneys' 
fees and expenses) incurred by the other Party or Parties in connection with or arising 
out of such breach.  

10. 0Govrnin Law. This Supplemental Agreement is made and 
entered into in the State of California, and shall in all respects be interpreted and 
governed under the laws of California, without regard to pnnciples of conflicts of law

4
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11. If~dn Thi3 Supplemenwi AýSeeincflt shall be 

binding upoam and irn=e wo the 1ens6 .t Of fth successors and assigus of the Parties 

ihereTo, inicluding any umstcv appoizged in the Banb1LpwCY Case.  

12. Constnicon Oflo Aereetneti Comisel fa~r tbe rsect'vc PMrtes 

have -reviewed and pardicpated in the drffinig 'Of This S p~lelet~aal Ag=cMCczefX 

COUq11CfljY, the prncztiple of cousmictaOl, of couani=t that amnbiguities shall be 

reolved againist tl= dvdb= -sbaU not be used or applied in the interpretation of this 

supplemental Area~t

13, ROM~iOMO-. Rach PaMt hereby terel=euls ad warrants to 

each of The otbrur ?=tie that (a) th~e zecudmo of this Supplemental Agreement has 

bceen duly auTbOE2ZOd by all U=cCS=Y carPOr~w, zbubar'er~d and similar actions; (b) 

this SupplemuleUCl Agreement has been duly Cx~cut~d and dclivar' and cosiu,- the 

le~gal valid and bindig ohligatiu of such Paly, enforceble against such PartY in.  

accordance witb its t==m; and (jc) the execution and delivery of this Supplen'Cltal 

Agreemeat =nd the pwrf=uSZ3C by su~ch Pa~rty of it3 o0sliatious hereunder do naot and 

wRil not conflict with. contravene or breach, any law, judgmenT, order or =Miaxcil 

oou~ara applicable to or binding. an such FasTy cr any of its properties or as~ct5 

14. cui ~ m This Suppktemeal Agreement may 

be execued in szpa&Stc counterparzs, mach of which when axezuted shall be an 

original, but all of which. takem uagethcr, shall constitEute Ono andl the- sat~e insvtnft.  

iN w]TNBss WHmEROF, This suppletflenTal Agreement has been duly 

executed by or on behalf of QE and PG&E as of the date flIsT Written above.  

VWhecelbraTor Sbwast Energy Co. Iuc.7  Pzfcifia Gas and Electric- Comp'=y 

a. Delaware corporation a California corporation 

By: ~= y: 

Name: 
Naxe: 

Title: S~i ~Title: EA~•~ 

Wbhbb1bZf Shun SU7P~CMCM AZ"w= 12-19-0
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT -- PAYMENT SCHEDULE

Dec-00 Jan.01 Feb-01 Mar-01

Legal Entity, Project Description
Outstanding AIR Outstanding AIR Outstanding AIR Outstanding AIR

Due Dale: 21202001 31212001 3/3012001 413012001

Apr-01

Outstanding AIR 
at 416101 per 
July 13, 2001 
Agreement

Outstanding AJR 
411712001

Wheelabrator Shasta Energy Co. Inc.  
PG&E Log No. 13P045 

TOTAL 

Monthly Principal Amount (1/12)

nilial Default Date 
Inilial Payment Dale 
Elapsed Days 
Inlerest Rale (Annual) 
inteiest amount at 0113112002

LI�IZ

$ 8.914,080.28 $ 4,372,50541 $ 3,046,351.46 $ 2,719,604.96 5 
$ 1,914,080,28 S 4,372,505.41 $ 3,046.351.46 $ 2,719,604.96 $

2/212001 
113102002 

363

312/2001 
1/31/2002 

335

3/30/2001 
113112002 

307

4/30/2001 
1/3112002 

276

$ 443,261.80 $ 200,656,07 $ 128,113.61 $ 102,82342 $

SCHEDULE OF PAYMENTS Dato 
01131102 
02128102 
03129102 
04/30/02 
05/31/02 
06/28/02 
07131102 
08130102 
09/30/02 
10/31102 
11127102 
12131/02 

TOTAL PAYMENTS-

$ 
$ 
$ 
$ 
$ 
$ 

$ 
S 
S 
$ 
S

PRINCIPAL 
BALANCE 
19,581,895 45 
17,950,070 B2 
16,318,246 20 
14,686,421 58 
13,054,596 96 
11,422,772 34 
9,790,947 72 
8,159,123.10 
6,527,298.4 8 

4,895,473.86 
3,263.649.24 
1,631,82462

PRINCIPAL 
Elapsed Days PAYMENT 

see above $ 1,631,824.63 
28 $ 1,631,824.62 
29 $ 1,631,824.62 
32 $ 1,631,824.62 
31 $ 1,631,824.62 
28 $ 1,631,824 62 
33 $ 1,631,824.62 
30 $ 1,631,824 62 
31 $ 1,631,824 62 

31 $ 1,631,824.62 
27 $ 1,631,824 62 
34 $ 1,631,824 62 

$ 19,581,895.45

ACCRUED 
INTEREST 

$ 895,811.66 
$ 61,849.59 
$ 64,825.91 
S 64,378.83 

$ 55,437.33 
$ 43,813.37 
$ 44,260.45 
$ 33,530.64 
$ 27,718.66 
$ 20,789.00 
$ 12,071.03 
$ 7,60D.28 

$ 1,339,086.65

TOTAL 
PAYMENT 

S 2,527,636 19 
S 1,700,674.21 
$ 1,696,650 53 

S 1,696,20346 
$ 1,687,261 95 
$ 1,675,637 99 
$ 1,676,085 07 

$ 1,665,355 26 
$ 1,659,543 28 
S 1,652,613.62 
$ 1,643,895 65 

, 1,639,424 90 
$ 20,920,982.10

Inlefest calculation assumes payment made on Iasi business day of the month for PG&E 

Inletesl calculalion will be adjusted accordingly it payments made other than on the lasi PG&E business day.  

Each payment above is subject to adjustmenl tor rounding eTior (upward or downward) of not more than $1.00 

Page 1 ol 1

529,353.34 $ 19,511,895.45 
529,353.34 $ 19,581,895.45 

$ 1,631,824.62 

4/17/20D1 
113112002 

289 

20,956 59 $ 895,811.56
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Exhibit 2 to Supplemental, Agreement 

This page is intentionally left blank.
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SIJPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 

2001, is made by and between WHEELABRATOR LASSEN INC. (PG&E Log No.  

13C082) ("QF ") and PACIFIC GAS AND ELECTRIC COMPANY ("P' &E"). QF 

and PG&E are sometimes referred to herein as the '.rtieS" or singularly as a "Ea=." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition 

pursuant to Title 11 United States Code Sections 101, er seq. ("Banru py Code") in 

the United States Bankruptcy Court for the Northern District of California, San 

Francisco Division (the "Bankr=ntc M Col'") on April 6,2001; 

B. WHEREAS, QF and PG&E are parties To that certain Agreement 

dated as of July 13, 2001 ("As.u - pfr n Agreement") respecting, among other Things, 

the assumption by PG&E of that certain contract listed therein (the "Contract") and 

such Assumption Agreement has been approved by order of the Bankruptcy Court (the 
".'Assumption Odr 

C. WHEREAS, PG&E's Chapter I I bankruptcy case, Case No. 01

30923-DM ("Bankruprcy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 

the Contract pursuant to 11 U.S.C. Section 365(b) and (d)(2) and Rules 6006, 9014 

and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 

in Attachment B to the Assumption Agreement for a total principal amount due QF of 

Six Million Six Hundred Sixty Seven Thousand Nine Hundred Seventy Six Dollars 

and Seventy Six Cents ($6,667,976.76), excluding interest thereon (the "Prepetiton 

Payable~"); 

F. WHEREAS, starring on or about March 30, 2001 (the "Initial 

DefaulthDar"), PG&E failed to pay the full amount due to QF under the Contract for 

deliveries of energy and capacity for the period between December 1, 2000 and April 

6,2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 

Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 

the Parties; and

- I :ascn SuppicTm t-i A•IC~iTP-rc 1 12-19-01
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H. WHEREAS, the Parties have negotiated the provisions set forth in 

this Supplemental Agreement respecting the Interest Rate and payment of the 

Prepetition Payables; 

NOW, THEREFORE, in consideration of the premises described above 

and the terms and conditions set forth below, the Parties hereby agree as follows: 

I. Definitions. Any capitalized term not defined herein shall have 

t-he meaning ascribed to it in the Assumption Agreement.  

2. Calculations and Rate of Intere.t. The outstanding principal 

balance of the Prepetition Payables shall bear interest at a rate of five percent (5%) per 

annum (the "InTerest Rate") from the respective due dates of the principal amounts set 

forth on Attachment B to the Assumption Agreement until paid. Interest shall be 

calculated on the basis of a 365-day year with the actual number of days (excluding 

the first day and including the last day) occurring during the period for which interest 

is payable.  

3. Payment Schedule.  

(a) Interest. All accrued prepetition and postpetition interest 

due on the Prepetition Payables through January 31, 2002 shall be paid on or before 

January 31, 2002. If all accrued prepetition and postpetition interest is paid on January 

31, 2002, the total amount of interest due QF under this Supplemental Agreement on 

that date shall be Two Hundred Fifty Three Thousand One Hundred Forty Two 

Dollars and Fifteen Cents ($253,142.15). Thereafter, accrued interest on the 

outstanding unpaid principal amount of the Prepetinon Payables shall be payable 

monthly in arrears on The declining balance of the Prepetition Payables until the 

Prepe~ition Payables have been paid in fall.  

(b) Pri-n.inl. . Notwithstanding the terms of any plan of 
reorganization filed by PG&E or by any other parry in the Bankruptcy Case, PG&E 

shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 

equal monthly installments on the last PG&E business day of each month commencing 

January 31, 2002 and continuing at the end of each month thereafter until paid in full.  

(c) Separate Payments. Unless designated to the contrary in 

wriiing at least one (1) week in advance of the payment date, all payments of the sums 

set forth in Attachment B to the Assumption Agreement and the principal and interest 

due hereunder shall be made to QF in the amounts set forth in Exhibit 1 attached 

hereto. Each of The payments above is subject to adjustment for rounding errors 
(either upward or downward) of up to but no more than one dollar ($1.00).

- Lý-tn !5ýpplcri ý.I 1,11
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(d) Due on Plan Mffective Date. If the Plan Effective Date of 

any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepention 

Payables and all interest accrued thereon has been paid in fall, the remaining balance 

of the Prepetition Payables and all interest accrued Thereon shall be paid on such Plan 

Effective Date.  

(e) Setoff%. To the extent that PG&E has or claims to have 

any right to assert any existing or future right of setoff as a defense to or reduction of 

any of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 

hereby waives such right of setoff with respect to such obligations, but only with 

respect to such obligations. Provided PG&E is not in default of its payment 

obligations under this Supplemental Agreement, QF shall not setoff any obligation 

owed to PG&E against QF's right to receive payments under this Supplemental 

Agreement. Except as set forth above, each Parry retains any and all setoff rights it 

may have, if any, under the Contract.  

(f) Monthly Payments under the Contracr. Beginning January 

1, 2002 and continuing for the remaining term of the Contract, PG&E shall pay QF 

once a month for energy and capacity deliveries under the payment terms set forth in 

the Contract. Notwithstanding the foregoing and unless otherwise directed by the 

California Public Utilities Commission, PG&E shall make payments to QF within 15 

days of the end of each monthly billing period.  

(g) Other..T.en. The rights of QF to receive all payments 

hereunder shall be entitled to administrative expense priority under Bankruptcy Code 

Sections 503 and 507(a)(l). QF shall have standing and reserves the right to object or 

seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 

below what is reasonably necessary To timely satisfy PG&E's postpetition obligations, 

including the obligations under this Supplemental Agreement. The obligations of 

PG&E under this Supplemental Agreement shall be binding on any trustee in a 

Chapter 7 or Chapter I I bankruptcy case, and cannot be altered, amended or modified 

by any plan of reorganization or other order or ruling in the PG&E Bankruptcy Case.  

4. Withdrawal Of Claims. Except for those administrative claims 

specifically provided for by paragraph 3(g) hereof, QF waives its right to file any 

Bankruptcy Code Section 503 administrative expense claims based on services 

provided the estate through and including November 30,2001. Furthermore, QF 

agrees To waive and withdraw any and all claims or proof of claims it has filed in 

PG&E's Chapter 11 case within seven (7) days of entry of a bankruptcy court order 

approving this Supplemental Agreement, except those claims specifically reserved in 

Exhibit 2 to this Supplemental Agreement. QF further agrees to forgo any rights it 

may have to- amend such withdrawn claims.

Wncla~kBat~ci Lv Sc.)pplcmncrtaI AgT:IIILt 12-16-01
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5. ak yCourt Approval. This Supplemental Agreement is 

subject to Bankruptcy Court approval and shall not become effective until entry of an 

order approving this Supplemental Agreement.  

6. Default. In the event that any payment required to be made under 

this Supplemental Agreement is not made on or before the date due, QF may make a 

motion to enforce this Supplemental Agreement or seek other appropriate relief before 

the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 

commence an adversary proceeding or other suit and may proceed by noticed motion 

on seven (7) calendar days' notice without the requirement of obtaining an order 

shortening time. QF reserves the right to seek, as appropriate relief, that the entire 

amount of the Prepetition Payables and all interest thereon should be accelerated as a 

result of such nonpayment. PG&E reserves the right to assert that acceleration is not 

appropnate.  

7. Entirc Ag-rccmi- . This Supplcmcntal Agreement, together with 

the Assumption Agreement, sets forth the entire agreement between the Parties 

relating to the Interest Rate and the payment by PG&E of the Prepe-ition. Payables 

relating to the assumption by PG&E of the Contract and the payment of the Prepetition 

Payables and supersedes and replaces any prior understanding, correspondence, 

comMrTMents or agreement, whether oral or written concerning the subject matters of 

this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 

extent amended by this Supplemental Agreement, the terms of the Assumption 

Agreement remain in fall force and effect, and any conflict between this Supplemental 

Agreement and the Assumption Agreement shall be resolved in favor of this 

Supplemental Agreement. Any modification or amendment to this Supplemental 

Agreement must be in writing and must be signed and dated by the Parties, and must 

explicitly state that it is intended to be an amendment to or modification of this 

Supplemental Agreement.  

8. Descriptive Headinga. The descriptive headings of this 

S upplemenral Agreement are inserted for convenience of reference only and do not 

constitute a part of this Supplemental Agreement.  

9. E n Each Parry shall pay its own expenses, professional 

fees and other costs connected with or associated with the negotiation and execution of 

this Supplemental Agreement. In the event any Party breaches this Supplemental 

Agreement, the breaching Parry shall pay all costs and expenses (including attorneys' 

fees and expenses) incurred by the other Party or Parties in connection with or arising 

out of such breach.  

10 Governing Law- This Supplemental Agreement is made and 

entered into in the State of California, and shall in all respects be interpreted and 

governed under the laws of California, without regard to principles of conflicts of law.

4
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11. Biz~i~A This SuppICZIt01 A Shallqbz be 

bindingBkiag upon an inr o h eretofte sieso' and assIt5 'Of the Parties 

imiudin an g=tUstee ZPP6=w1ed in *he Br1aPtrcY C 

12. ~ Qounsel faT. the respective Parues 

hav rvieedand patcpld in ibe draftiU 01; this iplmT A2Uf 
thv rve ed prutip0t of v hofl QO~a=cTshai ambigume3C sball be 

resolved aga3hst the &Zti = sauO no be- used or ap pliedinle tcpaIOofbi 

Supplemental Agree3?Lfl- WnW 

1. Rgocgd . Eacb ?anty herby repeensan aratst 

eac o the at=e Partss 'bat (,) fth UzccEiO of It=s SUpp1Cfl~l Agrcm~n bas 

benduY lhy mbic~by & necssrY raac odr u ýia u b 

&*s Sn ppl UnF! A eeMCat bas been~ d2y cixeittd ad delivered and cotisd f1~Sth 

legal vafid 2nd binding obligation of =uh p3Mrcy. ebre apaimsm sCh Pawt in 

micordane wiith imt~ and () the e~cecutiof and deftVery Of Ibis SuPplemetal 

Agrefien ad the performane by such Party of its obfigaoils haer~dcr do =,m ad 

-will m no oJfit ih otaV Co ra.ha~ a~ judg==x, MV&UT or l i 

Conrnact appficable to or bind1Ang on such Party o n fispoat~~ses 

14. ~~$anliv )arm. This Supplemeamlh Ag=c mert mzY 

be exaoUed in separiaf co Tatespa eaach 01 v~lich 'vrhe executed shall be an 

origflnl¶ but al of whiclh., Taken Together. Shall constimv one and The same iusefLX 

IN WflNESS WVF.REoF, fths Supplememta 
Agrecnmct buns been duly 

execuied by or co behalf of QF and PG&.E zas f the date EMs 'wrtte above.

licelabra=r La.ssen Inc.
a DeizWvi8 cOMrpOrai 

BY: 

Title: QjLeA cý1

-game:

5
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT -. PAYMEN1 SCHEDULE

Dec-00

Legal Entity, Projeci Description 

Wheelabrator Lassen Inc., 
PG&E Log No. 13C082 

TOTAL 
Monthly Principal Amount (1112)

Jan.01 Feb-01 Mar-D1 Apr-01

Outstanding AIR Outstanding AIR Outstanding AIR Outstanding AIR Oultsanding AIR 
Due Date: 21212001 31212001 313012001 413012001 411712001

$ 
$

- $
55,022.33 $ 6,162,774.17 S 
56,022,33 $ 6,162,774.17 $

Outstanding AIR 
at 416101 per 
July 13, 2001 

Agreement

449,18026 $ 6,667,976.76 
449,180.26 $ 6,667,976.76 

$ 555,664.73

Initial Defaull Dale 
Inilial Payment Dale 
Elapsed Days 
Inleresl Rale (Annual) 
Inletesl amount at 0113112002

SCHEDULE OF PAYMENTS

5%

Dale 
01131/02 
02128102 
03120102 
04/30/02 
05131/02 
06/28/02 
07/31102 
08130102 
09130102 
10/31/02 
11/27/02 
12/31/02 

TOTAL PAYMENlS:

$ 
$ 
$ 
$ 
S 
S 
$ 
$ 
$ 
$ 
$ 
S

2/212001 
113112002 

363

3/212001 
1/31/2002 

335

S

PRINCIPAL 
BALANCE 
6,667.976.76 
6,112.312.03 
5,556,647.30 
5,000,982.57 
4,445,317.84 
3.889,653 11 
3,333,988 38 
2,778,323.65 
2,222,655.92 
1,666,994.19 
1,111,32946 

555,664.73

3/30/2001 
113112002 

307

413012001 
113112002 

276

$ 2,356.01 $ 233,003.52 S

Elapsed Days 
see above 

28 
29 
32 
31 
28 
33 
30 
31 
31 
27 
34

PRINCIPAL 
PAYMENT 
$ 555,664.73 
$ 555,664.73 
S 555,664.73 
$ 555,664.73 
$ 555,664.73 
$ 555,564.73 
$ 555,664.73 
$ 555,664.73 
$ 555,66473 
$ 555,664.73 
$ 555,664.73 
$ 555,664.73 
$ 6,667,976.73

ACCRUED 
INTEREST 

$ 253,142.15 
S 23,444A8 
$ 22,074.35 
$ 21,922.12 
$ 18,677.38 
$ 14,919.22 
$ 15,071.45 
$ 11,417.77 
$ 9,438.69 
$ 7,079.02 

$ 4,11040 
$ 2,588.03 
$ 404,085.06

$ 
$ 
$ 
$ 
S 
S 
$ 
$ 
$ 
$ 
$ 
$ 
$

4117/2001 
1131/2002 

289 

17,782.62 $ 

TOTAL 
PAYMENT 

808,806.88 
579,109.21 
577,739.08 
577,586.85 
574,542.11 
570,583.95 
570,736.18 
567,082.50 
565,10342 
562,743.75 
559,775 13 
558,252.76 

7,072,061.82

-4 

a' 

-U 

C.., 
C.., 

I.)

Infetesi calculalion assumes payment made on last business day of the month lot PG8E.  
Inleresl calculalion will be adjusted accordingly it paymenls made other Ihan on 1he lasi PG&E business day.  
Each payment above Is subject to adjustmant fot founding eryor tupwaid or downwaid) of nbt more than $1.00.
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105 P02 DEC 20 '01 14:41

SUPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 

2001, is made by and between Rio Bravo Poso, a California general partnership, 

(PG&E Log No. 25C076), Rio Bravo Fresno, a California general partnership, (PG&E 

Log No. 25P026), and Rio Bravo Rocklin, a California general partnership, (PG&E 

Log No. I 5P028), collectively defined herein as the "Rio Bravo QFs" and PACIFIC 

GAS AND ELECTRIC COMPANY ("PG&E"). The Rio Bravo QFs and PG&E are 

sometimes referred to herein as the "Parties" or singularly as a "Part_." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition 

pursuant to Title 11 United States Code Sections 101, et seq. ("Bankruptcy Code") in 

the United States Bankruptcy Court for the Northern District of California, San 

Francisco Division (the "Bankruptcy Court") on April 6, 2001; 

B. WHEREAS, the Rio Bravo QFs and PG&E are parties to that 

certain Agreement dated as of July 13, 2001 ("Assumption Agreement") respecting, 

among other things, the assumption by PG&E of that certain contract listed therein 

(the "Contract") and such Assumption Agreement has been approved by order of the 

Bankruptcy Court (the "Assumption Order"); 

C. WHEREAS, PG&E's Chapter 11 bankruptcy case, Case No. 01

30923-DM ("Bankruptcy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 

the Contract pursuant to 11 U.S.C. Section 365(b) and (d)(2) and Rules 6006, 9014 

and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for the Rio Bravo 

QFs is set forth in Attachment B to the Assumption Agreement for a total principal 

amount due the Rio Bravo QFs (which include payable principal of $13,880,230.83 to 

Rio Bravo Poso, $8,044,368.73 to Rio Bravo Fresno, and $8,071,789.63 to Rio Bravo 

Rocklin) of Twenty Nine Million Nine Hundred Ninety Six Thousand Three Hundred 

Eighty Nine Dollars and Twenty Nine Cents ($29,996,389.29), excluding interest 

thereon (the "Preoetition Payables"); 

F. WHEREAS, starting on or about February 2, 2001 (the "Initial 

Default Date"), PG&E failed to pay the full amount due to the Rio Bravo QFs under 

the Contract for deliveries of energy and capacity for the period between December 1, 

2000 and April 6, 200 1; 

".1' -Ikr~(z: 5)':.~L 5upe ..... U ...12 18 01
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G. WHEREAS, the Assumption Agreement provides that the Interest 
Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 
the Parties; and 

H. WHEREAS, the Parties have negotiated the provisions set forth in 
this Supplemental Agreement respecting the Interest Rate and payment of the 
Prepetition Payables; 

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

1. Definitions. Any capitalized term not defined herein shall have 
the meaning ascribed to it in the Assumption Agreement.  

2. Calculations and Rate of Interest. The outstanding principal 
balance of the Prepetition Payables shall bear interest at a rate of five percent (5%) per 
annum (the "Interest Rate") from the respective due dates of the principal amounts set 
forth on Attachment B to the Assumption Agreement until paid. Interest shall be 
calculated on the basis of a 365-day year with the actual number of days (excluding 
the first day and including the last day) occurring during the period for which interest 
is payable.  

3. Pament Schedule.  

(a) Interest. All accrued prepetition and postpetition interest 
due on the Prepetition Payables through January 31, 2002 shall be paid on or before 
January 31, 2002. If all accrued prepetition and postpetition interest is paid on January 
31, 2002, the total amount of interest due the Rio Bravo QFs (which includes accrued 
interest of $623,368.85 to Rio Bravo Poso; $364,015.76 to Rio Bravo Fresno; and 
$366,332.41 to Rio Bravo Rocklin) under this Supplemental Agreement on that date 
shall be One Million Three Hundred Fifty Three Thousand Seven Hundred Seventeen 
Dollars and Two Cents ($1,353,717.02). Thereafter, accrued interest on the 
outstanding unpaid principal amount of the Prepetition Payables shall be payable 
monthly in arrears on the declining balance of the Prepetition Payables until the 
Prepetition Payables have been paid in full.  

(b) Principal. Notwithstanding the terms of any plan of 
reorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E 
shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 
equal monthly installments on the last PG&E business day of each month commencing 
January 31, 2002 and continuing at the end of each month thereafter until paid in full.  

(c) Separate Payments. Unless designated to the contrary in 
writing at least one (1) week in advance of the payment date, all payments of the sums 

2
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set forth in Attachment B to the Assumption Agreement and the principal and interest 

due hereunder shall be made to the Rio Bravo QFs in the amounts set forth in Exhibit 

1 attached hereto. Each of the payments above is subject to adjustment for rounding 

errors (either upward or downward) of up to but no more than one dollar ($1.00).  

(d) Due on Plan Effective Date. If the Plan Effective Date of 

any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 

Payables and all interest accrued thereon has been paid in full, the remaining balance 

of the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 

Effective Date.  

(e) Setoffs. To the extent that PG&E has or claims to have 

any right to assert any existing or future right of setoff as a defense to or reduction of 

any of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 

hereby waives such right of setoff with respect to such obligations, but only with 

respect to such obligations. Provided PG&E is not in default of its payment 

obligations under this Supplemental Agreement, the Rio Bravo QFs shall not setoff 

any obligation owed to PG&E against such Party's right to receive payments under 

this Supplemental Agreement. Except as set forth above, each Party retains any and 

all setoff rights it may have, if any, under the Contract.  

(f) Monthly Payments under the Contract. Beginning January 

1, 2002 and continuing for the remaining term of the Contract, PG&E shall pay the 

Rio Bravo QFs once a month for energy and capacity deliveries under the payment 

terms set forth in the Contract. Notwithstanding the foregoing and unless otherwise 

directed by the California Public Utilities Commission, PG&E shall make payments to 

the Rio Bravo QFs within 15 days of the end of each monthly billing period.  

(g) Other Terms. The right of the Rio Bravo QFs to receive all 

payments hereunder shall be entitled to administrative expense priority under 

Bankruptcy Code Sections 503 and 507(a)(1). The Rio Bravo QFs shall have standing 

and reserve the right to object or seek other relief in the Bankruptcy Court in the event 

that PG&E's cash reserves fall below what is reasonably necessary to timely satisfy 

PG&E's postpetition obligations, including the obligations under this Supplemental 

Agreement. The obligations of PG&E under this Supplemental Agreement shall be 

binding on any trustee in a Chapter 7 or Chapter 11 bankruptcy case, and cannot be 

altered, amended or modified by any plan of reorganization or other order or ruling in 
the PG&E Bankruptcy Case.  

4. Withdrawal Of Claims. Except for those administrative claims 

specifically provided for by paragraph 3(g) hereof, the Rio Bravo QFs, and each of 

them, waive their right to file any Bankruptcy Code Section 503 administrative 
expense claims based on services provided the estate through the date of this 
Supplemental Agreement. Furthermore, the Rio Bravo QFs, and each of them, agree 

3
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to waive and withdraw any and all claims or proof of claims each of them has filed in 
PG&E's Chapter 11 case within seven (7) days of entry a bankruptcy court order 
approving this Supplemental Agreement. The Rio Bravo QFs, and each of the, further 
agree to forgo any rights it may have to amend such withdrawn claims.  

5. Bankruptcy Court Approval. This Supplemental Agreement is 
subject to Bankruptcy Court approval and shall not become effective until entry of an 
order approving this Supplemental Agreement.  

6. Default. In the event that any payment required to be made under 
this Supplemental Agreement is not made on or before the date due, the Rio Bravo 
QFs may make a motion to enforce this Supplemental Agreement or seek other 
appropriate relief before the Bankruptcy Court on seven (7) calendar days' notice.  
The Rio Bravo QFs shall not be required to commence an adversary proceeding or 
other suit and may proceed by noticed motion on seven (7) calendar days' notice 
without the requirement of obtaining an order shortening time. The Rio Bravo QFs 
reserve the right to seek, as appropriate relief, that the entire amount of the Prepetition 
Payables and all interest thereon should be accelerated as a result of such nonpayment.  
PG&E reserves the right to assert that acceleration is not appropriate.  

7. Entire Agreement. This Supplemental Agreement, together with 
the Assumption Agreement, sets forth the entire agreement between the Parties 
relating to the Interest Rate and the payment by PG&E of the Prepetition Payables 
relating to the assumption by PG&E of the Contract and the payment of the Prepetition 
Payables and supersedes and replaces any prior understanding, correspondence, 
commitments or agreement, whether oral or written concerning the subject matters of 
this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 
extent amended by this Supplemental Agreement, the terms of the Assumption 
Agreement remain in full force and effect, and any conflict between this Supplemental 
Agreement and the Assumption Agreement shall be resolved in favor of this 
Supplemental Agreement. Any modification or amendiiient to this Supplemental 
Agreement must be in writing and must be signed and dated by the Parties, and must 
explicitly state that it is intended to be an amendment to or modification of this 
Supplemental Agreement.  

8. Descriptive Headings. The descriptive headings of this 
Supplemental Agreement are inserted for convenience of reference only and do not 
constitute a part of this Supplemental Agreement.  

9. Expenses. Each Party shall pay its own expenses, professional 
fees and other costs connected with or associated with the negotiation and execution of 
this Supplemental Agreement. In the event any Party breaches this Supplemental 
Agreement, the breaching Party shall pay all costs and expenses (including attorneys' 

Wh.clsbm r Sh .Stppl c•,-- ,W• k14 
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fees and expenses) incurred by the other Party or Parties in connection with or arising 

out of such breach.  

10. Governing Law. This Supplemental Agreement is made and 

entered into in the State of California, and shall in all respects be interpreted and 

governed under the laws of California, without regard to principles of conflicts of law.  

11. Binding Agreement. This Supplemental Agreement shall be 

binding upon and inure to the benefit of the successors and assigns of the Parties 

hereto, including any trustee appointed in the Bankruptcy Case.  

12. Construction of Agreement. Counsel for the respective Parties 

have reviewed and participated in the drafting of this Supplemental Agreement.  

Consequently, the principle of construction of contracts that ambiguities shall be 

resolved against the drafter shall not be used or applied in the interpretation of this 

Supplemental Agreement.  

13. Representations. Each Party hereby represents and warrants to 

each of the other Parties that (a) the execution of this Supplemental Agreement has 

been duly authorized by all necessary corporate, shareholder and similar actions; (b) 

this Supplemental Agreement has been duly executed and delivered and constitutes the 

legal valid and binding obligation of such Party, enforceable against such Party in 

accordance with its terms; and (c) the execution and delivery of this Supplemental 

Agreement and the performance by such Party of its obligations hereunder do not and 
will not conflict with, contravene or breach, any law, judgment, order or material 
contract applicable to or binding on such Party or any of its properties or assets.  

14. Execution by Counterparts. This Supplemental Agreement may 

be executed in separate counterparts, each of which when executed shall be an 

original, but all of which, taken together, shall constitute one and the same instrument.  

IN WITNESS WHEREOF, this Supplemental Agreement has been duly 
executed by or on behalf of the Rio Bravo QFs and PG&E as of the date first written 
above.  

Rio Bravo Poso, Pacific Gas and Electric Company, 
a California general partnership a California corporation 

By: By: 

Name: /6X r v( V1 Name: 604:C44dR 

'.W 1 ::A18 -.:Sr- SU:~v I .S .fAS;rt 2 1
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Title:__ _ _ _ _ _Ti eA L LtV 

Rio Bravo Fresno, 
a California ene 

B y: // 

Name:;4~1 r954Z.'p, 4,7f)

Title:

Rio Br 
a Calif 

By: 

Name: 

Title:

0 

avo Rocklin, 
4rajeneral partnership /

6
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EXHIWBf I TO SUPPLEMENTAL AGREEMENT - PAYMENT SCHEDULE

Dec-00

I 

-4 

-4 

NJ 

Ii 

D 

L 

n

RIO BRAVO POSO, 
Log No. 25C076

Jan.01 Feb-01 Mar-01

Outstandkvig A/R Outstandiwn AIR Outstandidg AIR Outstanding AIR 

Due D&e 212121 312001 41312001 3412001

PG&E 

TOTAL

01

$ 5,087,038.11 $ 3,449,105.71 $ 3,335,181A0 $ 1,693,525.39 $ 
$ 5,087,038.11 $ 3,449,105.71 $ 3,335,181.40 $ 1,893,525.39 $

Apr4l 

Asa ndi AIR 
4/17/2001 

315,38022 
315,380.22

Outstoidbig AIR at 416101 per 
July 11, 2001 
A•rmemit 

$ 13,880.230.83 
$ 13,880,230.83 
$ 1,lW6,"

Monthly Principal Amount (1/12)

Initial Default Date 
Initial Payment Date 
Elapsed Days 
Interest Rate (Annual) 
Intemst amount at 0113112002 

SCHEDULE OF PAYMENTS

j 

1* 

Ni 

-4 
NJ

2=2/2001 
1/31/2002 

363 

$ 252,958.20

Date 
01/31102 
02/2S/02 
03/29/02 
04/3•2 
05/31102 
08/26/02 
07131102 
08)3102 
09130102 
10/31102 
11/27102 
121102 

TOTAL PAYMENTS:

$ $ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$

PRINCIPAL 
BALANCE 
13,880,230.83 
12,723,544.90 
11,586,859.00 
10,410,173.10 

9,253,487.20 
8,096,801.30 
6,940,115.40 
5,783,429.50 
4,628,743.60 
3,470,057.70 
2,313,371.80 
1,156,685.90

36/2001 1/3112002 
331

4/3/2001 1/3112002 
303

$ 156,3M0.96 $ 138,432.07 $

PRINCIPAL 
Elaps Days PAYMENT 

see above $ 1,156,685.93 
28 $ 1,156,685.90 
29 $ 1,156,685.90 
32 $ 1,158,685.90 
31 $ 1,156,685.90 
28 $ 1,156,685.90 
13 $ 1,156,685.90 
30 $ 1,156,685.90 
31 $ 1,156,885.0 
31 $ 1,156,685.90 
27 $ 1,156,685.90 
34 $ 1,156,685.90 

S 13,M,230•38

514/2001 1/3112002 
272 

63,101.22 $

ACCRUED INTEREST 
$ 623,368.85 
$ 48,802.64 
$ 45,950.54 
$ 45,633.64 
$ 39,296.63 
$ 31,056.22 
$ 31,373.12 
$ 23,767.52 
$ 19,647.82 
$ 14,735.86 
$ 8,556.31 
$ 5,387.30 
$ 937,'75.45

4/17/2001 1/3172002 
289 

12,485.60 $

TOTAL PAYMENT 
$ 1,780,054.78 
$ 1,205,488.54 
$ 1,202,636.44 
$ 1,202,319.54 
$ 1,195,981.53 
$ 1,187,742.12 
$ 1,188,059.02 
$ 1,180,453.42 
$ 1,176,333.72 
$ 1,171,421.76 
$ 1,165,242.21 
$ 1,162,073.20 
$ 14,817,W628

Intereat calculation as6unes payment made on last business day of the monib for PG&E.  

Interest calculation will be adjusted acoowdngly If payments made other than on tie lt PG&E buernew day.  

Each payment above is subject to adjuslneft for rouning eror (upward or downward) of not more than $1.00.

Page 1 of 1
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I EXHIgMT I TO SUPPLEMENTAL AOREEMENT - PAYMENT SCHEDULE

Dec-Go

)J Legal Entity, Project Description

RIO BRAVO FRESNO, 
Log No. 26P026

Jan-01 Feb-01 Mar-01 Ap-01

Outstanding AIR Outstanding A/R Outstanding AIR Outstanding AIR Outstanding AR 
Due Date: 2t2/2001 31812001 4/3/2001 51412001 411712001

PG&E

TOTAL 
Monthty Principal Amount (1/12)

$ 3,410,122.38 $ 1,819,309.88 $ 1,664,072.26 $ 1,150,864.21 $ 
$ 3,410,122.38 $ 1,819,309.88 $ 1,664,072.26 S 1,150,864.21 $

Outtondg AfR 
at Q601 per 
July 11, 2001 
Agreement 

$ 8,044,368.73 
$ 8,044,38.73 
$ 670,364.06

Initial Default Date 
Initial Payment Date 
Elapsed Days 
Interest Rate (Annual) 
Interest amount at 01131/2002 

SCHEDULE OF PAYMENTS

E 

0

5% 
$

Date 
01/31102 
02/28102 
03129J02 
04130M02 
06131/02 
06128102 
07131/02 
08130)02 
09/30/02 
10131)02 
11/27)02 
12J31102 

TOTAL PAYMENTS:

$ $ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$

2/2/2001 
1131/2002 

363 

169,571.84 $ 

PRINCIPAL 
BALANCE EL 
8,044,368.73 
7,374,004.66 
6,703,640.60 
6,033,276.54 
5,362,912.48 
4,692,548.42 
4,022,184.36 
3,351,820.30 
2,681,45624 
2,011,092.18 
1,340,728.12 

670,364.06

3/612001 
1131/2002 

331 

82,492.00 

apsod Days 
see above 

28 
29 
32 
31 
28 
33 
30 
31 
31 
27 
34

41312001 
1/31/2002 

303 

69,070.40 $

PRINCIPAL 
PAYMENT 
$ 670,364.07 
$ 670,364.06 
$ 670,364.06 
$ 670,364.06 
$ 670,364.06 
$ 670,384.06 
$ 670,364.06 
$ 670,364.06 
$ 670,384.06 
$ 670,364.05 
$ 670,364.06 
$ 670,364.06 
$ 8,044,368.73

514/2001 
1/31/2002 

272 

42,881.52 $

ACCRUED 
INTEREST 

$ 364,015.76 
$ 26,28;3.85 
$ 26,630.90 
$ 26,447.24 
$ 22,774.01 
$ 17,998.82 
$ 18,182.48 
$ 13,774.60 
$ 11,387.01 
$ 8,540.25 
$ 4,958.86 
$ 3,122.24 
$ 508,116.02

$ $ 
$ 
$ 
$ 
S 
$ 
$ 
$ 
$ 
$ 
$ 
$

4/17/2001 
1.31)2002 

289

$ S364,015.7S

TOTAL 
PAYMENT 
1,034,379.83 

698,647.91 
696,994.96 
696,811.30 
693,138.07 
688,362.88 
688,546.54 
684,138.66 
681,751.07 
678,904.31 
675,322.92 
673,486.30 

8,690,4"8475

Interest calculation assumes payment made on last business day of the month for PG&E.  
Interest calclation will be adjusted accordingly If payments made other than on the last PG&E business day.  

Each payment above is subject to adjustment for rounding error (upward or downward) of not more than $1.00.

Page 1 of I

c)

U) M3



EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT - PAYMENT SCHEDULE

Dec-00

Legal Enit, Project Descrption

RIO BRAVO ROCKLIN, 
Log No. ISP028

PG&E

-4 

ii 

-I 

A 
-4

Jan-01 Feb-01 Mar-01 Apr-01

Oubtiatdig AIR Outstadring A/R Outstanding AIR Outstanding AIR OutstunAing AIR 
Due Date: 2=2/2001 362001 W12001 5/412001 4117)2001 

$ 3,703,222.89 $ 1,884,499.51 $ 950.527.19 $ 1,422,087.66 $ 131,452.38 
$ 3,703,222.89 $ 1,864,4•.51 $ 950,527.19 $ 1,422,087.66 $ 131,452.38

Outstanding AIR 
at 41601 per 
July 11, 2001 
Agreefmet

$ 
$ 
$

8,071,789.63 
8,071,788.63 

672,642.14

Mal Default Date 
Wal Paymet Date 

Elapsed Days 
Interest Rate (Anmual) 
Inemt amount at 01/31/2002

SCHEDULE OF PAYMENTS

I-

EZ�Z1 
$

Dit 
OW/31102 
02128102 
03/29102 
"04130/02 
08/31/02 
0612802 
07/31/02 
08130/02 
09/30/02 
10131/02 
11127102 
12431/02 

TOTAL PAYMENTS*

$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$

2/2=2001 
1131/2002 

363 

164,146.56 $

3/6/2001 
1331/2002 

331

4W312001 
1/31/2002 

303

84,541.01 $ 39,453.39 $

PRINCIPAL PRINCIPAL 
BALANCE Elapsed Days PAYMENT 
8,071,789.63 see above $ 672,649.09 
7,399,140.54 28 $ 672,649.14 
6,726,491.40 29 $ 672,649.14 
6,053,842.26 32 $ 672,649.14 
5,381,193.12 31 $ 672,649.14 
4,708,543.98 28 $ 672,4.14 
4,035A"8.84 33 S 672,649.14 
3,363,245.70 30 $ 672,649.14 
2,690,596.58 31 $ 672,649.14 
2,017,947.42 31 $ 672,649.14 
1,346,298.28 27 $ 7,640.14 

672,649.14 34 $ 672,640.14 
$ 8,071,789.83

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$

5/4/2001 
1/31/2002 

272 

52,987.38 $ 

ACCRUED 
INTEREST 

366,332.41 $ 
28,380.27 $ 
26,721.68 $ 
26,537.39 S 
22,851.64 $ 
18,060.17 $ 
18,244.46 $ 
13,821.56 $ 
11,425.82 $ 
8,569.37 $ 
4,975.76 $ 
3,132.89 $ 

549,0A2 $

Interest calculation assumes payment made on last business day of the month for PG&E.  
Interest calculation will be adjusted acoordfngy if payments made other than on the last PG&E business day.  
Each payment above is subject to adjustment for roundkV error (upward or downward) of not more than $1.00.

4/17/2001 
1131/2002 

289 

5,204.07 $ 366,332.41

TOTAL 
PAYMENT 
1,038,981.50 

701,029.41 
699,370.82 C 
699,186.53 
695,500.78 
690,709.31 
690,893.60 
686,470.70 
684,074.96 
681,218.51 
677,624.90 
675,782.03 N 

6,620,M43.05 

N 
Ug 
w
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SUPPRLEMNTAL AGREEMENT

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 

2001, is made by and between Stockton CoGen Company (PG&E Log No. 16C036) 

("QF ") and PACIFIC GAS AND ELECTRIC COMPANY ("PG&E"). QF and PG&E 

are sometimes referred to herein as the "Parties" or singularly as a "PoetM." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition 

pursuant to Title 11 United States Code Sections 101, et seq. ("Bankiutcy Codde") in 

the United States Bankruptcy Court for the Northern District of California, San 

Francisco Division (the "Bankruptcy Court") on April 6, 2001; 

B. WHEREAS, QF and PG&E are parties to that certain Agreement 

dated as of July 12, 2001 ("Assmption Ae ent") respecting, among other things, 

the assumption by PG&E of that certain contract listed therein (the --tr) and 

such Assumption Agreement has been approved by order of the Bankruptcy Court (the 

"Assumption OrderI); 

C. WHEREAS, PG&E's Chapter 11 bankruptcy case, Case No. 01

30923-DM ("Bankruptcy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 

the Contract pursuant to 11 U.S.C. Section 365(b) and (d)(2) and Rules 6006, 9014 

and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 

in Attachment B to the Assumption Agreement for a total principal amount due QF of 

twenty-one million four-hundred eighty-one thousand six-hundred ninety-one dollars 

and seven cents ($21,481,691.07), excluding interest thereon (the "Prepetition 

F. WHEREAS, starting on or about February 2, 2001 (the "Initial 

Default Date"), PG&E failed to pay the full amount due to QF under the Contract for 

deliveries of energy and capacity for the period between December 1, 2000 and April 

6,2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 

Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 

the Parties; and 

Stlodon CoGeC Company S-pplea.cIc Agement 12-20-01 
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H. WHEREAS, the Parties have negotiated the provisions set forth in 

this Supplemental Agreement respecting the Interest Rate and payment of the 

Pxepetition Payables; 

NOW, THEREFORE, in consideration of the premises described above 

and the terms and conditions set forth below, the Parties hereby agree as follows: 

1. Definitions. Any capitalized term not defined herein shall have 

the meaning ascribed to it in the Assumption Agreement.  

2. Calculation and Rate of Interest The outstanding principal 

balance of the Prepetition Payables shall bear interest at a rate of five percent (5%) per 

annum. (the "Interest Rate") from the respective due dates of the principal amounts set 

forth on Attachment B to the Assumption Agreement until paid. Interest shall be 

calculated on the basis of a 365-day year with the actual number of days (excluding 

the first day and including the last day) occurring during the period for which interest 

is payable.  

3. Payment Schedule.  

(a) Interest. All accrued prepetition and postpetition interest 

due on the Prepetition Payables through January 31, 2002 shall be paid on or before 

January 31, 2002. If all accrued prepetition and postpetition interest is paid on January 

31, 2002, the total amount of interest due QF under this Supplemental Agreement on 

that date shall be nine-hundred forth-six thousand three-hundred seventy-one dollars 

and forty-nine cents ($946,371.49). Thereafter, accrued interest on the outstanding 

unpaid principal amount of the Prepetition Payables shall be payable monthly in 

arrears on the declining balance of the Prepetition Payables until the Prepetition 

Payables have been paid in full.  

(b) Principal. Notwithstanding the terms of any plan of 

reorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E 

shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 

equal monthly installments on the last PG&E business day of each month commencing 

January 31, 2002 and continuing at the end of each month thereafter until paid in full.  

(c) Separate Payments. Unless designated to the contrary in 

writing at least one (1) week in advance of the payment date, all payments of the sums 

set forth in Attachment B to the Assumption Agreement and the principal and interest 

due hereunder shall be made to QF in the amounts set forth in Exhibit 1 attached 

hereto. Each of the payments above is subject to adjustment for rounding errors 

(either upward or downward) of up to but no more than one dollar ($1.00).  

Stck= CoCTu Company Suv1=nra1 Agrc=nc 12-20"01 
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(d) Due on Plan Effective Date. If the Plan Effective Date of 

any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 

Payables and all interest accrued thereon has been paid in full, the remaining balance 

of the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 

Effective Dace.  

(e) Setoffs. To the extent that PG&E has or claims to have 

any right to assert any existing or future right of setoff as a defense to or reduction of 

any of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 

hereby waives such right of setoff with respect to such obligations, but only with 

respect to such obligations. Provided PG&E is not in default of its payment 

obligations under this Supplemental Agreement, QF shall not setoff any obligation 

owed to PG&E against such Party's right to receive payments under this Supplemental 

Agreement. Except as set forth above, each Party retains any and all setoff rights it 

may have, if any, under the Contract.  

(f) Monthly Payments under the Contrac. Beginning January 

1, 2002 and continuing for the remaining term of the Contract, PG&E shall pay QF 

once a month for energy and capacity deliveries under the payment terms set forth in 

the Contract. Notwithstanding the foregoing and unless otherwise directed by the 

California Public Utilities Commission, PG&E shall make payments to QF within 15 

days of the end of each monthly billing period.  

(g) Other Terms. The right of QF to receive all payments 

hereunder shall be entitled to administrative expense priority under Bankruptcy Code 

Sections 503 and 507(a)(1). QF shall have standing and reserves the right to object or 

seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 

below what is reasonably necessary to timely satisfy PG&E's postpetition obligations, 

including the obligations under this Supplemental Agreement. The obligations of 

PG&E under this Supplemental Agreement shall be binding on any trustee in a 

Chapter 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified 

by any plan of reorganization or other order or ruling in the PG&E Bankruptcy Case.  

4. Withdrawal Of Claims. Except for those administrative claims 

specifically provided for by paragraph 3(g) hereof, QF waives its right to file any 

section 503 administrative expense claims based on services provided the estate 

through the date of this Supplemental Agreement. Furthermore, QF agrees to waive 

and withdraw any and all claims or proof of claims it has filed in PG&E's Chapter I I 

case within seven (7) days of entry a bankruptcy court order approving this 

Supplemental Agreement, except those claims specifically reserved in Exhibit 2 to this 

Supplemental Agreement. QF further agrees to forgo any rights it may have to amend 

such claims, or to file new claims.  

Stockron Coo=n Company Supplemntal Agrmnew 12.20-01 
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5. Baxrauptcy Court ANproval. This Supplemental Agreement is 

subject to Bankruptcy Court approval and shall not become effective until entry of an 

order approving this Supplemental Agreement.  

6. Default. In the event that any payment required to be made under 

this Supplemental Agreement is not made on or before the date due, QF may make a 

motion to enforce this Supplemental Agreement or seek other appropriate relief before 

the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 

commence an adversary proceeding or other suit and may proceed by noticed motion 

on seven (7) calendar days' notice without the requirement of obtaining an order 

shortening lime. QF reserves the right to seek, as appropriate relief, that the entire 

amount of the Prepetition Payables and all interest thereon should be accelerated as a 

result of such nonpayment. PG&E reserves the right to assert that acceleration is not 

appropriate.  

7. Entire Agreeen This Supplemental Agreement, together with 

the Assumption Agreement, sets forth the entire agreement between the Parties 

relating to the Interest Rate and the payment by PG&E of the Prepetition Payables 

relating to the assumption by PG&E of the Contract and the payment of the Prepetition 

Payables and supersedes and replaces any prior understanding, correspondence, 

commitments or agreement, whether oral or written concerning the subject matters of 

this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 

extent amended by this Supplemental Agreement, the terms of the Assumption 

Agreement remain in full force and effect, and any conflict between this Supplemental 

Agreement and the Assumption Agreement shall be resolved in favor of this 

Supplemental Agreement Any modification or amendment to this Supplemental 

Agreement must be in writing and must be signed and dated by the Parties, and must 

explicitly state that it is intended to be an amendment to or modification of this 

Supplemental Agreement 

8. Descriptive Headings: The descriptive headings of this 

Supplemental Agreement are inserted for convenience of reference only and do not 

constitute a part of this Supplemental Agreement.  

9. Expenses. Each Party shall pay its own expenses, professional 

fees and other costs connected with or associated with the negotiation and execution of 

this Supplemental Agreement. In the event any Party breaches this Supplemental 

Agreement, the breaching Party shall pay all costs and expenses (including attorneys' 

fees and expenses) incurred by the other Party or Parties in connection with or arising 

out of such breach.  

10. Gvrig Law. This Supplemental Agreement is made and 

entered into in the State of California, and shall in all respects be interpreted and 

governed under the laws of California, without regard to principles of conflicts of law.  

Stockton CoGen Company SupLtL1 Ageermea 12.20-01 4 
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11. BindingMreemenqt. This Supplemental Agreement shall be 

binding upon and inure to the benefit of the successors and assigns of the Parties 

hereto, including any trustee appointed in the Bankruptcy Case.  

12. CMontruc t'o ýf Agreement Counsel for the respective Parties 

have reviewed and participated in the drafting of this Supplemental Agreement.  

Consequently, the principle of construction of contracts that ambiguities shall be 

resolved against the drafter shall not be used or applied in the interpretation of this 

Supplemental Agreement.  

13. RepresentatiOns_. Each Party hereby represents and warrants to 

each of the other Parties that (a) the execution of this Supplemental Agreement has 

been duly authorized by all necessary corporate, shareholder and similar actions; (b) 

this Supplemental Agreement has been duly executed and delivered and constitutes the 

legal valid and binding obligation of such Party, enforceable against such Party in 

accordance with its terms; and (c) the execution and delivery of this Supplemental 

Agreement and the performance by such Party of its obligations hereunder do not and 

will not conflict with, contravene or breach, any law, judgment, order or material 

contract applicable to or binding on such Party or any of its properties or assets.  

14. Execution by Counterparts. This Supplemental Agreement may 

be executed in separate counterparts, each of which when executed shall be an 

original, but all of which, taken together, shall constitute one and the same instrument.  

IN WITNESS WHEREOF, this Supplemental Agreement has been duly 

executed by or on behalf of QF and PG&E as of the date first written above.  

Stockton CoGen Company, Pacific Gas and Electric Company, 

a California partnership a California corporation 

By Stockton CoGen (I), Inc.  
General Partner 

By :__ By: 

N ame: ~~Nm~~~~~i 

Title: 
TiCtle:~~/ 
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EXHIBIT I TO SUPPLEMENTAL AGREEMENT -- PAYMENT SCHEDULE

Dec-00

L)

Jan-01 Feb-01 Mar-01

Outstanding AIR Outstanding A/R Outstanding AIR Outstanding AIR 0O 

Due Date: 113012001 31212001 313012001 413012001 

$ 5,396,850.64 $ 5,722,578.68 $ 4,779,688.50 $ 4,963,648.75 $ 

$ 5,396,850.64 $ 5,722.578.66 $ 4,779,688.50 $ 4,963,648.75 $

1/30/2001 
113112002 

366

Legal Entity, Project Description 

STOCKTON COGEN COMPANY, 
PG&E Log No. 16C036 

TOTAL 
Monthly Principal Amount (1/12) 

Initial Default Date 
Initial Payment Date 
Elapsed Days 
Interest Rate (Annual) 
Interest amount at 0113112002 

SCHEDULE OF PAYMENTS Date
01/31102 
02128102 
03129/02 
04130102 
00r31/02 
06128/02 
07131/02 
08130102 
09130/02 
10131102 
11127102 
12/31102 

TOTAL PAYMENTS:

31212001 
1/31/2002 

335

3130=2001 113112002 
307

4/30/2001 1/31/2002 
276

270,581.83 $ 262,611.49 $ 201,008.82 $ 187,666.72 $

PRINCIPAL 
BALANCE 

$ 21,481,691.07 
$ 19,691,550.12 
$ 17,901,409.20 
$ 16,111,268.28 
$ 14,321,127.36 
$ 12,530,986.44 
$ 10,740,845.52 
$ 8,950,704.60 
$ 7,160,563.68 
$ 5,370,422.76 
$ 3,580,281.84 
$ 1,790,140.92

Elapsed Days see above 
28 
29 
32 
31 
28

PRINCIPAL 
PAYMENT 
$ 1,790,140.95 
$ 1,790,140.92 
$ 1,790,140.92 
$ 1,790,140.92 
$ 1,790,140.92 
$ 1,790,140.92 
$ 1,790,140.92 
$ 1,790,140.92 
$ 1,790,140.92 
$ 1,790,140.92 
$ 1,790,140.92 
$ 1,790,140.92 
$ 21,481,691.07

ACCRUED 
INTEREST 

$ 946,371.49 
$ 75,529.23 
$ 71,115.19 
$ 70,624.74 
$ 60,815.75 
$ 48,064.06 
$ 48,554.51 
$ 36,783.72 
$ 30,407.87 
$ 22,805.90 
$ 13,242.14 
$ 8,337.64 
$ 1,432,662.24

$ $ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 
$

Apr-01 

utstanding AIR 
411712001

Outstanding AIR a 410101 per 
July 12,2001 
Agreement

61B,924.50 $ 21,481,691.07 618,924.50 $ 21,481,691.07 
$ 1,790,140.92 

411712001 
1/3112002 

289

24,502.63 $ 946,37149

TOTAL PAYMENT 
2,736,512.44 
1,865,670.15 
1,861,256.11 
1,860,765.66 
1,850,956.67 
1,838,204.98 
1,838,695.43 
1,826,924.64 
1,820,548.79 
1,812,946.82 
1,603,383.06 
1,798,478.56 

22,914,343.31

Interest calculation assumes payment made on last business day of the month for PG&E.  

Interest calculation will be adjusted accordingly if payments made other than on the last PG&E business day.  

Each payment above is subject to adjustment for rounding error (upward or downward) of not more than $1.00.
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1

SUPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 
2001, is made by and between HIGH SIERRA LIMITED (PG&E Log No. 25C242) 
("QF ") and PACIFIC GAS AND ELECTRIC COMPANY ("PG&E"). QF and PG&E 
are sometimes referred to herein as the "Parties" or singularly as a 'Tart ." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition 
pursuant to Title 11 United States Code Sections 101, et seq. ('Bankruptcy Code") in 

the United States Bankruptcy Court for the Northern District of California, San 
Francisco Division (the "Bankruptcy Court") on April 6, 2001; 

B. WHEREAS, QF and PG&E are Parties to that certain Agreement 
dated as of July 13, 2001 ("Assumption Agreement") respecting, among other things, 
the assumption by PG&E of that certain contract listed therein (the "Contract") and 
such Assumption Agreement has been approved by order of the Bankruptcy Court (the 
"Assumption Order"); 

C. WHEREAS, PG&E's Chapter 11 bankruptcy case, Case No. 01
30923-DM ("Bankruptcy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 
the Contract pursuant to 11 U.S.C. Section 365(b) and (d)(2) and Rules 6006, 9014 
and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 
in Attachment A to the Assumption Agreement for a total principal amount due QF of 
sixteen million four-hundred sixty-nine thousand one-hundred dollars and sixty-six 
cents ($16,469,100.66), excluding interest thereon (the "Prepetition Payables"); 

F. WHEREAS, starting on or about February 2, 2001 (the "Initial 
Default Date"), PG&E failed to pay the full amount due to QF under the Contract for 
deliveries of energy and capacity for the period between December 1, 2000 and April 
6, 2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 
Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 
the Parties; and 

H. WHEREAS, the Parties have negotiated the provisions set forth in 
this Supplemental Agreement respecting the Interest Rate and payment of the 
Prepetition Payables;

HLgh Si~cra Supplementai Agreement 12-20-01
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NOW, THEREFORE, in consideration of the premises described above 
and the terms and conditions set forth below, the Parties hereby agree as follows: 

1. Definitions. Any capitalized term not defined herein shall have 
the meaning ascribed to it in the Assumption Agreement.  

2. Calculation and Rate of Interest. The outstanding principal 
balance of the Prepetition Payables shall bear interest at a rate of five percent (5%) per 
annum (the "Interest Rate") from the respective due dates of the principal amounts set 
forth on Attachment A to the Assumption Agreement until paid. Interest shall be 
calculated on the basis of a 365-day year with the actual number of days (excluding 
the first day and including the last day) occurring during the period for which interest 
is payable.  

3. Payment Schedule.  

(a) Interest. All accrued prepetition and postpetition interest 
due on the Prepetition Payables through January 31, 2002 shall be paid on or before 
January 31, 2002. If all accrued prepetition and postpetition interest is paid on January 
3 1, 2002, the total amount of interest due QF under this Supplemental Agreement on 
that date shall be seven-hundred forty-eight thousand nine-hundred sixty-five dollars 
and eighty-nine cents ($748,965.89). Thereafter, accrued interest on the outstanding 
unpaid principal amount of the Prepetition Payables shall be payable monthly in 
arrears on the declining balance of the Prepetition Payables until the Prepetition 
Payables have been paid in full.  

(b) Principal. Notwithstanding the terms of any plan of 
reorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E 
shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 
equal monthly installments on the last PG&E business day of each month commencing 
January 31, 2002 and continuing at the end of each month thereafter until paid in full.  

(c) Separate Payments. Unless designated to the contrary in 
writing at least one (1) week in advance of the payment date, all payments of the sums 
set forth in Attachment A to the Assumption Agreement and the principal and interest 
due her eunder shall be made to QF in the amounts set forth in Exhibit 1 attached 
hereto. Each of the payments above is subject to adjustment for rounding errors 
(either upward or downward) of up to but no more than one dollar ($1.00).  

(d) Due on Plan Effective Date. If the Plan Effective Date of 
any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 
Payables and all interest accrued thereon has been paid in full, the remaining balance 
of the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 
Effective Date.  

High Sicrra Supplemental Agmareent 12-20-01 
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(e) Setoffs. To the extent that PG&E has or claims to have 
any right to assert any existing or future right of setoff as a defense to or reduction of 
any of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 
hereby waives such right of setoff with respect to such obligations, but only with 
respect to such obligations. Provided PG&E is not in default of its payment 
obligations under this Supplemental Agreement, QF shall not setoff any obligation 
owed to PG&E against such Party's right to receive payments under this Supplemental 
Agreement. Except as set forth above, each Party retains any and all setoff rights it 
may have, if any, under the Contract.  

(f) Monthly Payments under the Contract. Beginning January 
1, 2002 and continuing for the remaining term of the Contract, PG&,E shall pay QF 
once a month for energy and capacity deliveries under the payment terms set forth in 
the Contract. Notwithstanding the foregoing and unless otherwise directed by the 
California Public Utilities Commission, PG&E shall make payments to QF within 15 
days of the end of each monthly billing period.  

(g) Other Terms. The right of QF to receive all payments 
hereunder shall be entitled to administrative expense priority under Bankruptcy Code 
Sections 503 and 507(a)(1). QF shall have standing and reserves the right to object or 
seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 
below what is reasonably necessary to timely satisfy PG&E's postpetition obligations, 
including the obligations under this Supplemental Agreement. The obligations of 
PG&E under this Supplemental Agreement shall be binding on any trustee in a 
Chapter 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified 
by any plan of reorganization or other order or ruling in the PG&2E Bankruptcy Case.  

4. Withdrawal Of Claims. Except for those administrative claims 
specifically provided for by paragraph 3(g) hereof, QF waives its right to file any 
section 503 administrative expense claims based on services provided the estate 
through the date of this Supplemental Agreement. Furthermore, QF agrees to waive 
and withdraw any and all claims or proof of claims it has filed in PG&E's Chapter 11 
case within seven (7) days of entry a bankruptcy court order approving this 
Supplemental Agreement, except those claims specifically reserved in Exhibit 2 to this 
Supplemental Agreement. QF further agrees to forgo any rights it may have to amend 
such claims, or to file new claims other than those claims specifically reserved in 
Exhibit 2 to this Supplemental Agreement.  

5. Bankniptcy Court Approval. This Supplemental Agreement is 
subject to Bankruptcy Court approval and shall not become effective until entry of an 
order approving this Supplemental Agreement.  

6, Default. In the event that any payment required to be made under 
this Supplemental Agreement is not made on or before the date due, QF may make a

High Sicr-a Supplcmcnrol Agrement 12-20-01
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motion to enforce this Supplemental Agreement or seek other appropriate relief before 

the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 

commence an adversary proceeding or other suit and may proceed by noticed motion 

on seven (7) calendar days' notice without the requirement of obtaining an order 

shortening time, QF reserves the right to seek, as appropriate relief, that the entire 

amount of the Prepetition Payables and all interest thereon should be accelerated as a 
result of such nonpayment. PG&E reserves the right to assert that acceleration is not 
appropriate.  

7. Entire Agreement. This Supplemental Agreement, together with 
the Assumption Agreement, sets forth the entire agreement between the Parties 
relating to the Interest Rate and the payment by PG&E of the Prepetition Payables 
relating to the assumption by PG&E of the Contract and the payment of the Prepetition 
Payables and supersedes and replaces any prior understanding, correspondence, 
commitments or agreement, whether oral or written concerning the subject matters of 
this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 
extent amended by this Supplemental Agreement, the terms of the Assumption 
Agreement remain in full force and effect, and any conflict between this Supplemental 
Agreement and the Assumption Agreement shall be resolved in favor of this 
Supplemental Agreement. Any modification or amendment to this Supplemental 
Agreement must be in writing and must be signed and dated by the Parties, and must 
explicitly state that it is intended to be an amendment to or modification of this 
Supplemental Agreement.  

8. Descriptive Headings. The descriptive headings of this 
Supplemental Agreement are inserted for convenience of reference only and do not 
constitute a part of this Supplemental Agreement.  

9. Expenses. Each Party shall pay its own expenses, professional 
fees and other costs connected with or associated with the negotiation and execution of 
this Supplemental Agreement. In the event any Party breaches this Supplemental 
Agreement, the breaching Party shall pay all costs and expenses (including attorneys' 
fees and expenses) incurred by the other Party or Parties in connection with or arising 
out of such breach.  

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

11. Binding Agreement. This Supplemental Agreement shall be 
binding upon and inure to the benefit of the successors and assigns of the Parties 
hereto, including any trustee appointed in the Bankruptcy Case.  

HDgb gSierr Supptemcntml Ageememt 12-20-01 
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12. Construction of Agreement. Counsel for the respective Parties 
have reviewed and participated in the drafting of this Supplemental Agreement.  
Consequently, the principle of construction of contracts that ambiguities shall be 
resolved against the drafter shall not be used or applied in the interpretation of this 
Supplemental Agreement.  

13. Representations. Each Party hereby represents and warrants to 
each of the other Parties that (a) the execution of this Supplemental Agreement has 
been duly authorized by all necessary corporate, shareholder and similar actions; (b) 
this Supplemental Agreement has been duly executed and delivered and constitutes the 
legal valid and binding obligation of such Party, enforceable against such Party in 
accordance with its terms; and (c) the execution and delivery of this Supplemental 
Agreement and the performance by such Party of its obligations hereunder do not and 
will not conflict with, contravene or breach, any law, judgment, order or material 
contract applicable to or binding on such Party or any of its properties or assets.  

High Sierra SupplumentaJ Agreement 12-20-01 
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14. Execution by Counterparts. This Supplemental Agreement may 
be executed in separate counterparts, each of which when executed shall be an 
original, but all of which, taken together, shall constitute one and the same instrument.  

IN WITNESS WHEREOF, this Supplemental Agreement has been duly 
executed by or on behalf of QF and PG&E as of the date first written above..

I-IGH SIERRA LIMITED, 
a Texas limited partnership 

By: Sierra Cogen, L.L.C., 
its managing general partner 

By: .no ', n 0 4/r/ 

Name:. /- Zt jL J. O1C .A Lo

PACIFIC GAS & ELECTRIC COMPANY, 
a California corporation

Name-,, 6 4m

Date: 70 _)ýý-

Hhi Sierra Supplemental Agreemcnt 12-20-01
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT - PAYMENT SCHEDULE

Dec-OD

Legal Entity, Project Description

Jan-01 Feb-01 Mar-01

outstanoing AIK 

Apr-01 at 416101 per July 
13, 2001 

Agreement
Outstanding AIR Outstanding AR Outstanding AR Outstanding AIR Outstanding AIR 

Duo Date: 2/212001 3/1/2001 41312001 514/2001 411712001

HIGH SIERRA LIMITED, 
No. 25C242

PG&E Log
$ 
$TOTAL 

Monthly Principal Amount (1112)

Initial Default Date 
Initial Payment Date 
Elapsed Days 
Interest Rate (Annual) 
Interest amount at 01/31/2002 

SCHEDULE OF PAYMENTS

5% Sl

Date 
01131102 
02/26/02 
03/29/02 
04130/02 
05/31/02 
06/28/02 
07/31102 
08/30/02 
09/30/02 
10131102 
11/27/02 
12131102 

TOTAL PAYMENTS:

$ 
$ 
$ 
$ 
$ 
$ 
$ 
S 
S 
S 
S 
$

5,614,441.48 $ 
5,614,441.48 $

212/2001 
113112002 

363

5,862A51.06 $ 
5,862,451.06 $

306/2001 
1/31/2002 

331

279,183.87 $ 265,817.99 $

PRINCIPAL 
BALANCE 
16,469,100.66 
15,096,675.66 
13,724,250.60 
12,351,825.54 
10,979,400.48 
9,606,975.42 
8,234,550.36 
6,862,125.30 
5,489,700.24 
4,117,275.18 
2,744,850.12 
1,372,425.06

4,204,573.19 $ 
4,204,573.19 $ 

4/3/2001 
1/31/2002 

303 

174,518.59 $

PRINCIPAL 
Elapsed Days PAYMENT 

see above $ 1,372,425.00 
28 $ 1,372,425.06 
29 $ 1,372,425.05 
32 $ 1,372,425.06 
31 $ 1,372,425.06 
28 $ 1,372,425.06 
33 $ 1,372,425,06 
30 $ 1,372,425.06 
31 $ 1,372,425.06 
31 $ 1,372.425.06 
27 $ 1,372,425.05 
34 $ 1,372,425.06 

$ 16,469,100.66

S 
$ 
$ 
$ 
$ 
S 
$ 
S 
$ 
$ 
S 
$ 
$

745,574.22 $ 
745,574.22 $

5(4/2001 
1/31/2002 

272

27,780.30 $

ACCRUED 
INTEREST 

748,965.89 
57,905_06 
54,521.00 
54,144.99 
46,624.85 
36,848.67 
37,224.68 
28,200.51 
23,312-43 
17,484.32 
10,152.19 
6,392.12 

1,121,776.71

42,060.71 $ 16,469,100.66 
42,060.71 $ 16,469,100.66 

$ 1,372,425.06

4/17/2001 
1/31/2002 

289

1,665.14 $ 748,965.89

TOTAL PAYMENT 
$ 2,121,390.89 
$ 1,430,330.12 
$ 1,426,946.06 
$ 1,426,570.05 
S 1,419,049,91 
$ 1,409,273.73 
$ 1,409,649.74 
3 1,400,625.57 
$ 1,395,737.49 
$ 1,389,909.38 
$ 1,382.577.25 
$ 1,378,817.18 
$ 17,590,877.37

Interest calculation assumes payment made on last business day of the month for PG&E.  
Interest calculation will be adjusted accordingly It payments made other than on the last PG&E business day, 
Each payment above is subject to adjustment for rounding error (upward or downward) of not more than $1.00.
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EXHIBIT 2 TO SUPPLEMENTAL AGREEMENT 

Claims by QF with respect to the statement, computation and payment for capacity and 
capacity bonus pursuant to the Contract related to the suspension of performance by QF 
during March, April and May 2001, as reserved in Section 8 of the Assumption 
Agreement.



EXHIBIT 15 /
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SUPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 
2001, is made by and between KERN FRONT LIMITED (PG&E Log No. 25C 188) 
("QF ") and PACIFIC GAS AND ELECTRIC COMPANY ("PG&E"). QF and PG&E 
are sometimes referred to herein as the "Parties" or singularly as a "P_.t." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition 
pursuant to Title 11 United States Code Sections 101, et seq. ("Bank~rtufMv Code") in 
the United States Bankruptcy Court for the Northern District of California, San 
Francisco Division (the "Bankrutcy Court") on April 6, 2001; 

B. WHEREAS, QF and PG&E are Parties to that certain Agreement 
dated as of July 13, 2001 ("Assumption Agreement") respecting, among other things, 
the assumption by PG&E of that certain contract listed therein (the "Contract") and 
such Assumption Agreement has been approved by order of the Bankruptcy Court (the 
"Assumption Order"); 

C. WHEREAS, PG&E's Chapter 11 bankruptcy case, Case No. 01
30923-DM ("Bankruptcy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 
the Contract pursuant to 11 U.S.C. Section 365(b) and (d)(2) and Rules 6006, 9014 
and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 
in Attachment A to the Assumption Agreement for a total principal amount due QF of 
sixteen million six-hundred thirty-nine thousand nine-hundred fifty-nine dollars and 
eight-nine cents ($16,639,959.89), excluding interest thereon (the "Prepetition 
Payables"); 

F. WHEREAS, starting on or about February 2, 2001 (the "Initial 
Default Date"), PG&E failed to pay the full amount due to QF under the Contract for 
deliveries of energy and capacity for the period between December 1, 2000 and April 
6, 2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 
Rate, as defmed in the Assumption Agreement, should be negotiated in good faith by 
the Parties; and 

Kern Rivcr Ltd Supplemental Agreemeni 12-20-01
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H. WHEREAS, the Parties have negotiated the provisions set forth in 
this Supplemental Agreement respecting the Interest Rate and payment of the 
Prepetition Payables; 

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

1. Definitions. Any capitalized term not defined herein shall have 
the meaning ascribed to it in the Assumption Agreement 

2. Calculation and Rate of Interest. The outstanding principal 
balance of the Prepetition Payables shall bear interest at a rate of five percent (5%) per 
annum (the "Interest Rate") from the respective due dates of the principal amounts set 
forth on Attachment A to the Assumption Agreement until paid. Interest shall be 
calculated on the basis of a 365-day year with the actual number of days (excluding 
the first day and including the last day) occurring during the period for which interest 
is payable.  

3. Payment Schedule.  

(a) Interest. All accrued prepetition and postpetition interest 
due on the Prepetition Payables through January 3 1, 2002 shall be paid on or before 
January 31, 2002. If all accrued prepetition and postpetition interest is paid on January 
31, 2002, the total amount of interest due QF under this Supplemental Agreement on 
that date shall be seven hundred fifty-five thousand six hundred fifty-seven dollars and 
fifty-five cents ($755,657.55). Thereafter, accrued interest on the outstanding unpaid 
principal amount of the Prepetition Payables shall be payable monthly in arrears on the 
declining balance of the Prepetition Payables until the Prepetition Payables have been 
paid in full.  

(b) Principal. Notwithstanding the terms of any plan of 
reorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E 
shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 
equal monthly installments on the last PG&E business day of each month commencing 
January 31, 2002 and continuing at the end of each month thereafter until paid in full.  

(c) Separate Payments. Unless designated to the contrary in 
writing at least one (1) week in advance of the payment date, all payments of the sums 
set forth in Attachment A to the Assumption Agreement and the principal and interest 
due hereunder shall be made to QF in the amounts set forth in Exhibit 1 attached 
hereto. Each of the payments above is subject to adjustment for rounding errors 
(either upward or downward) of up to but no more than one dollar ($1.00).  

Kern RVer Ltd Supplemrentl Agr=ment 12-20-01 
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(d) Due on Plan Effective Date. If the Plan Effective Date of 
any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 
Payables and all interest accrued thereon has been paid in full, the remaining balance 
of the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 
Effective Date.  

(e) Setoffs. To the extent that PG&E has or claims to have 
any right to assert any existing or future right of setoff as a defense to or reduction of 

any of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 
hereby waives such right of setoff with respect to such obligations, but only with 
respect to such obligations. Provided PG&E is not in default of its payment 
obligations under this Supplemental Agreement, QF shall not setoff any obligation 
owed to PG&E against such Party's right to receive payments under this Supplemental 
Agreement. Except as set forth above, each Party retains any and all setoff rights it 
may have, if any, under the Contract.  

(f) Monthly Payments under the Contract. Beginning January 
1, 2002 and continuing for the remaining term of the Contract, PG&E shall pay QF 
once a month for energy and capacity deliveries under the payment terms set forth in 
the Contract. Notwithstanding the foregoing and unless otherwise directed by the 
California Public Utilities Commission, PG&E shall make payments to QF within 15 
days of the end of each monthly billing period.  

(g) Other Terms. The right of QF to receive all payments 
hereunder shall be entitled to administrative expense priority under Bankruptcy Code 
Sections 503 and 507(a)(1). QF shall have standing and reserves the right to object or 
seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 
below what is reasonably necessary to timely satisfy PG&E's postpetition obligations, 
including the obligations under this Supplemental Agreement. The obligations of 
PG&E under this Supplemental Agreement shall be binding on any trustee in a 
Chapter 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified 
by any plan of reorganization or other order or ruling in the PG&E Bankruptcy Case.  

4. Withdrawal Of Claims. Except for those administrative claims 
specifically provided for by paragraph 3(g) hereof, QF waives its right to file any 
section 503 administrative expense claims based on services provided the estate 
through the date of this Supplemental Agreement. Furthermore, QF agrees to waive 
and withdraw any and all claims or proof of claims it has filed in PG&E's Chapter 11 
case within seven (7) days of entry a bankruptcy court order approving this 
Supplemental Agreement, except those claims specifically reserved in Exhibit 2 to this 
Supplemental Agreement. QF further agrees to forgo any rights it may have to amend 
such claims, or to file new claims other than those claims specifically reserved in 
Exhibit 2 to this Supplemental Agreement.

Kcrn River Ltd Supplementa Ag-CCment 12-20-01
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5. Bankruptcy Court A=proval. This Supplemental Agreement is 
subject to Bankruptcy Court approval and shall not become effective until entry of an 
order approving this Supplemental Agreement.  

6. Default. In the event that any payment required to be made under 
this Supplemental Agreement is not made on or before the date due, QF may make a 
motion to enforce this Supplemental Agreement or seek other appropriate relief before 
the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 
commence an adversary proceeding or other suit and may proceed by noticed motion 
on seven (7) calendar days' notice without the requirement of obtaining an order 
shortening time. QF reserves the right to seek, as appropriate relief; that the entire 
amount of the Prepetition Payables and all interest thereon should be accelerated as a 
result of such nonpayment. PG&E reserves the right to'assert that acceleration is not 
appropriate.  

7. Entire Agreement. This Supplemental Agreement, together with 
the Assumption Agreement, sets forth the entire agreement between the Parties 
relating to the Interest Rate and the payment by PG&E of the Prepetition Payables 
relating to the assumption by PG&E of the Contract and the payment of the Prepetition 
Payables and supersedes and replaces any prior understanding, correspondence, 
commitments or agreement, whether oral or written concerning the subject matters of 
this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 
extent amended by this Supplemental Agreement, the terms of the Assumption 
Agreement remain in full force and effect, and any conflict between this Supplemental 
Agreement and the Assumption Agreement shall be resolved in favor of this 
Supplemental Agreement. Any modification or amendment to this Supplemental 
Agreement must be in writing and must be signed and dated by the Parties, and must 
explicitly state that it is intended to be an amendment to or modification of this 
Supplemental Agreement.  

8. Descriptive Headings. The descriptive headings of this 
Supplemental Agreement are inserted for convenience of reference only and do not 
constitute a part of this Supplemental Agreement.  

9. Expenses. Each Party shall pay its own expenses, professional 
fees and other costs connected with or associated with the negotiation and execution of 
this Supplemental Agreement. In the event any Party breaches this Supplemental 
Agreement, the breaching Party shall pay all costs and expenses (including attorneys' 
fees and expenses) incurred by the other Party or Parties in connection with or arising 
out of such breach.  

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

Kcrn Rivcr Ltd Supplemental Agccinent 12-20-01 
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11. Binding Agreement, This Supplemental Agreement shall be 
binding upon and inure to the benefit of the successors and assigns of the Parties 
hereto, including any trustee appointed in the Bankruptcy Case.  

12. Construction of AMeement. Counsel for the respective Parties 
have reviewed and participated in the drafting of this Supplemental Agreement.  
Consequently, the principle of construction of contracts that ambiguities shall be 
resolved against the drafter shall not be used or applied in the interpretation of this 
Supplemental Agreement.  

13. Representations. Each Party hereby represents and warrants to 
each of the other Parties that (a) the execution of this Supplemental Agreement has 
been duly authorized by all necessary corporate, shareholder and similar actions; (b) 
this Supplemental Agreement has been duly executed and delivered and constitutes the 
legal valid and binding obligation of such Party, enforceable against such Party in 
accordance with its terms; and (c) the execution and delivery of this Supplemental 
Agreement and the performance by such Party of its obligations hereunder do not and 
will not conflict with, contravene or breach, any law, judgment, order or material 
contract applicable to or binding on such Party or any of its properties or assets.  

Kern River Ltd Supplcmental Agreecmnt 12-20-01
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14. Execution by Counterparts. This Supplemental Agreement may 
be executed in separate counterparts, each of which when executed shall be an 
original, but all of which, taken together, shall constitute one and the same instrument.  

IN WITNESS WHEREOF, this Supplemental Agreement has been duly 
executed by or on behalf of QF and PG&E as of the date first written above.

KERN FRONT LIMITED, 
a Texas limited partnership 

By: Kern County Cogen, L.L.C., 
its managing general partner

ByN: ; 
Name: ••/

Title: L',-e: /,.,,r-,4,.o p itle:tAxo, ..- L 

Date: Date: e0

Kern Rivor Ltd Supplemeni•l Aa-eemrnt 12-20-01
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EXHIBIT ITO SUPPLEMENTAL AGREEMENT-- PAYMENT SCHEDULE

Dec-00

Legal Entity, Project Description

Jan-01 Feb-01 Mar-el

Uulstandmng AIR 
at 416101 per July 

Apr-01 13, 2001 
Agreement

OuLstandingAIR Outstanding AIR Outstanding AIR Outstanding AIR Outstanding A/R 
Due Date: 21212001 31612001 4/312001 W1412001 4/1712001

KERN FRONT LIMITED, 
Log No. 25C16

PG&E

TOTAL 
Monthly Ptincipal Amount (1112)

$ 5,523,838.64 $ 
S 5,523,838.64 $

5,664,372.97 $ 
5,864,372.97 $

4,541,672.91 $ 
4,541,672.91 $

Initial Default Dale 
Initial Payment Date 
Elapsed Days 
Interest Rate (Annual) 
Interest amount at 0113112002 

SCHEDULE OF PAYMENTS

5% 5',

Date 
01131102 
02/26102 
03129/02 
04130/02 
06131I02 
06126/02 
0713`102 
08130102 
09130102 
10131102 
11127102 
12131/02 

TOTAL PAYMENTS:

212/2001 
1/3112002 

363

316/2001 
1131/2002 

331

274,678.55 $ 265,905.13 $

PRINCIPAL 
BALANCE 

$ 16,639,959.89 
$ 15,253,296.52 
$ 13,866,633.20 
$ 12,479,989.88 
$ 11,093,306.56 
S 9,708,643.24 
$ 8,319,979.92 
$ 6,933,316.60 
$ 5,546.653.28 
$ 4,159,989.96 
$ 2.773,326.64 
$ 1,386,663.32

PRINCIPAL 
Elapsed Days PAYMENT 

see above $ 1,386,663.37 
28 s 1,386,663.32 
29 $ 1,386,663.32 
32 $ 1,386,663.32 
31 $ 1,386,663.32 
28 S 1,386,663.32 
33 $ 1,386,663.32 
3D $ 1,3886.63.32 
31 $ 1,388,663.32 
31 $ 1,386,663.32 
27 $ 1,386,663.32 
34 $ 1,386,663.32 

$ 16,639,969.89

4/3/2001 
1/3112002 

303

514/2001 
1/31/2002 

272

4/117/2001 
1/31/2002 

289

188,510.53 $ 24,765.61 $ 1,797.53 $ 755,657.55

$ 
S 
$ 
S 
$ 
$ 
$ 
S 
$ 
$ 
$ 
S 
$

ACCRUED.  
INTEREST 

755,657.55 
58,505.79 
55,086.63 
54,706.72 
47,108.56 
37,230.98 
37,610.87 
28,493.08 
23,554.28 
17,665,71 
10,257.51 
6,459.43 

1,132,336.09

TOTAL PAYMENT $ 2,142,320.92 

$ 1,445,169.1I 
$ 1,441,749.95 
$ 1,441,370.04 
$ 1,433,771.88 
$ 1,423,894.28 
$ 1,424,274,19 
$ 1,415,168.40 
$ 1,410,217.60 
$ 1,404,320.03 
3 1,396,920.83 
$ 1,393,121.76 
$ 17,772,206.98

Interest calculation assumes payment made on last business day of the month for PG&E.  
Interest calculation will be adjusted accordingly if payments made other than on the last PG&E business day.  
Each payment above Is subject to adjustment for rounding error (upward or downward) of not move than $1.00.

0 
i-..

I-S 

W 0, 

li 
W 

d-

664,670.57 $ 
664,670.57 $

45,404.80 $ 
46,404.80 $ 

$

16,639,959.69 
15,639,959.89 
1,366,663.32

1'1 

t"'
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EXHIBIT 2 TO SUPPLEMENTAL AGREEMENT 

Claims by QF with respect to the statement, computation and payment for capacity and 
capacity bonus pursuant to the Contract related to the suspension of performance by QF 
during March, April and May 2001, as reserved in Section 8 of the Assumption 
Agreement.



EXHIBIT 16
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SUPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 
2001, is made by and between MCKITTRICK LIMITED (PG&E Log No. 25C275) 
("QF ") and PACIFIC GAS AND ELECTRIC COMPANY ("PG&E"). QF and PG&E 
are sometimes referred to herein as the "Parties" or singularly as a "'__ty." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition 
pursuant to Title 11 United States Code Sections 101, et seq. ("Bankruptcy Code") in 
the United States Bankruptcy Court for the Northern District of California, San 
Francisco Division (the "Bankruptcy Court") on April 6, 2001; 

B. WHEREAS, QF and PG&E are Parties to that certain Agreement 
dated as of July 13, 2001 ("Assumption Agreement") respecting, among other things, 
the assumption by PG&E of that certain contract listed therein (the "Contract") and 
such Assumption Agreement has been approved by order of the Bankruptcy Court (the 
"Assumption Order"); 

C, WHEREAS, PG&E's Chapter 11 bankruptcy case, Case No. 01
30923-DM ("Bankruptcy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 
the Contract pursuant to 11 U.S.C. Section 365(b) and (d)(2) and Rules 6006, 9014 
and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 
in Attachment A to the Assumption Agreement for a total principal amount due QF of 
sixteen million two-hundred twenty-four thousand fifty-nine dollars and eighty-four 
cents ($16,224,059.84), excluding interest thereon (the "Prepetition Payables"); 

F. WHEREAS, starting on or about February 2, 2001 (the "Initial 
Default Date"), PG&E failed to pay the full amount due to QF under the Contract for 
deliveries of energy and capacity for the period between December 1, 2000 and April 
6,2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 
Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 
the Parties; and 

H. WHEREAS, the Parties have negotiated the provisions set forth in 
this Supplemental Agreement respecting the Interest Rate and payment of the 
Prepetition Payables; 

McKitick 5upplemtnItW Agrccmcnt 12-20-01
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NOW, THEREFORE, in consideration of the premises described above 
and the terms and conditions set forth below, the Parties hereby agree as follows: 

1. Definitions. Any capitalized term not defined herein shall have 
the meaning ascribed to it in the Assumption Agreement.  

2. Calculation and Rate of Interest. The outstanding principal 
balance of the Prepetition Payables shall bear interest at a rate of five percent (5%) per 
annum (the "Interest Rate") from the respective due dates of the principal amounts set 
forth on Attachment A to the Assumption Agreement until paid. Interest shall be 
calculated on the basis of a 365-day year with the actual number of days (excluding 
the first day and including the last day) occurring during the period for which interest 
is payable.  

3. Payment Schedule.  

(a) Interest. All accrued prepetition and postpetition interest 
due on the Prepetition Payables through January 31, 2002 shall be paid on or before 
January 31, 2002. If all accrued prepetition and postpetition interest is paid on January 
31, 2002, the total amount of interest due QF under this Supplemental Agreement on 
that date shall be seven-hundred thirty-six thousand eight-hundred thirty-three dollars 
and forty-eight cents ($736,833.48). Thereafter, accrued interest on the outstanding 
unpaid principal amount of the Prepetition Payables shall be payable monthly in 
arrears on the declining balance of the Prepetition Payables until the Prepetition 
Payables have been paid in full.  

(b) Principal. Notwithstanding the terms of any plan of 
reorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E 
shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 
equal monthly installments on the last PG&E business day of each month commencing 
January 31, 2002 and continuing at the end of each month thereafter until paid in full.  

(c) Separate Payments, Unless designated to the contrary in 
writing at least one (1) week in advance of the payment date, all payments of the sums 
set forth in Attachment A to the Assumption Agreement and the principal and interest 
due hereunder shall be made to QF in the amounts set forth in Exhibit 1 attached 
hereto. Each of the payments above is subject to adjustment for rounding errors 
(either upward or downward) of up to but no more than one dollar ($ 1.00).  

(d) Due on Plan Effective Date. If the Plan Effective Date of 
any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 
Payables and all interest accrued thereon has been paid in full, the remaining balance 
*of the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 
Effective Date.  

MrKfttrick Supplcmctal Agrement 12-20-01 
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(e) Setoffs. To the extent that PG&E has or claims to have 
any right to assert any existing or future right of setoff as a defense to or reduction of 
any of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 
hereby waives such right of setoff with respect to such obligations, but only with 
respect to such obligations. Provided PG&E is not in default of its payment 
obligations under this Supplemental Agreement, QF shall not setoff any obligation 
owed to PG&E against such Party's right to receive payments under this Supplemental 
Agreement. Except as set forth above, each Party retains any and all setoff rights it 
may have, if any, under the Contract.  

(f) Monthly PaYments under the Contract. Beginning January 
1, 2002 and continuing for the remaining term of the Contract, PG&E shall pay QF 
once a month for energy and capacity deliveries under the payment terms set forth in 
the Contract. Notwithstanding the foregoing and unless otherwise directed by the 
California Public Utilities Commission, PG&E shall make payments to QF within 15 
days of the end of each monthly billing period.  

(g) Other Terms. The right of QF to receive all payments 
hereunder shall be entitled to administrative expense priority under Bankruptcy Code 
Sections 503 and 507(a)(1). QF shall have standing and reserves the right to object or 
seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 
below what is reasonably necessary to timely satisfy PG&E's postpetition obligations, 
including the obligations under this Supplemental Agreement. The obligations of 
PG&E under this Supplemental Agreement shall be binding on any trustee in a 
Chapter 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified 
by any plan of reorganization or other order or ruling in the PG&E Bankruptcy Case.  

4. Withdrawal Of Claims. Except for those administrative claims 
specifically provided for by paragraph 3(g) hereof, QF waives its right to file any 
section 503 administrative expense claims based on services provided the estate 
through the date of this Supplemental Agreement. Furthermore, QF agrees to waive 
and withdraw any and all claims or proof of claims it has filed in PG&E's Chapter 11 
case within seven (7) days of entry a bankruptcy court order approving this 
Supplemental Agreement, except those claims specifically reserved in Exhibit 2 to this 
Supplemental Agreement. QF further agrees to forgo any rights it may have to amend 
such claims, or to file new claims other than those claims specifically reserved in 
Exhibit 2 to this Supplemental Agreement.  

5. Bankruptcy Court Approval. This Supplemental Agreement is 
subject to Bankruptcy Court approval and shall not become effective until entry of an 
order approving this Supplemental Agreement.

McKiAirick Supplezncnta Agrccment 12-20-01
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6. Default. In the event that any payment required to be made under 
this Supplemental Agreement is not made on or before the date due, QF may make a 
motion to enforce this Supplemental Agreement or seek other appropriate relief before 
the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 
commence an adversary proceeding or other suit and may proceed by noticed motion 
on seven (7) calendar days' notice without the requirement of obtaining an order 
shortening time. QF reserves the right to seek, as appropriate relief, that the entire 
amount of the Prepetition Payables and all interest thereon should be accelerated as a 
result of such nonpayment. PG&E reserves the right to assert that acceleration is not 
appropriate.  

7. Entire Agreement This Supplemental Agreement, together with 
the Assumption Agreement, sets forth the entire agreement between the Parties 
relating to the Interest Rate and the payment by PG&E of the Prepetition Payables 
relating to the assumption by PG&E of the Contract and the payment of the Prepetition 
Payables and supersedes and replaces any prior understanding, correspondence, 
commitments or agreement, whether oral or written concerning the subject matters of 
this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 
extent amended by this Supplemental Agreement, the terms of the Assumption 
Agreement remain in full force and effect, and any conflict between this Supplemental 
Agreement and the Assumption Agreement shall be resolved in favor of this 
Supplemental Agreement. Any modification or amendment to this Supplemental 
Agreement must be in writing and must be signed and dated by the Parties, and must 
explicitly state that it is intended to be an amendment to or modification of this 
Supplemental Agreement.  

8. Descriptive Headings. The descriptive headings of this 
Supplemental Agreement are inserted for convenience of reference only and do not 
constitute a part of this Supplemental Agreement.  

9. Expenses. Each Party shall pay its own expenses, professional 
fees and other costs connected with or associated with the negotiation and execution of 
this Supplemental Agreement. In the event any Party breaches this Supplemental 
Agreement, the breaching Party shall pay all costs and expenses (including attorneys' 
fees and expenses) incurred by the other Party or Parties in connection with or arising 
out of such breach.  

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

11. Binding Agreement. This Supplemental Agreement shall be 
binding upon and inure to the benefit of the successors and assigns of the Parties 
hereto, including any trustee appointed in the Bankruptcy Case.  

McKirr-ick Supplemental Agreement 12-20-01 
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12. Construction of Agreement. Counsel for the respective Parties 
have reviewed and participated in the drafting of this Supplemental Agreement.  
Consequently, the principle of construction of contracts that ambiguities shall be 
resolved against the drafter shall not be used or applied in the interpretation of this 
Supplemental Agreement.  

13. Representations. Each Party hereby represents and warrants to 
each of the other Parties that (a) the execution of this Supplemental Agreement has 
been duly authorized by all necessary corporate, shareholder and similar actions; (b) 
this Supplemental Agreement has been duly executed and delivered and constitutes the 
legal valid and binding obligation of such Party, enforceable against such Party in 
accordance with its terms; and (c) the execution and delivery of this Supplemental 
Agreement and the performance by such Party of its obligations hereunder do not and 
will not conflict with, contravene or breach, any law, judgment, order or material 
contract applicable to or binding on such Party or any of its properties or assets.  

McKimick Supplemcntal Agreemcnt 12-20-01 
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14. Execution by Counterparts. This Supplemental Agreement may 
be executed in separate counterparts, each of which when executed shall be an 
original, but all of which, taken together, shall constitute one and the same instrument.  

IN WITNESS WVEREOF, this Supplemental Agreement has been duly 
executed by or on behalf of QF and PG&E as of the date first written above.

MCKITTRICK LIMITED, 
a Texas limited partnership

PACIFIC GAS & ELECTRIC COMPANY, 
a California corporation

By: CC Cogen, L.L.C., 
its general partner

By: 

Name: z'zaý J. Ori a,~

Title: L,' P..r¢b:._-

Date:

McKinttick Supplcrmentl Agrecmeni 12-20--1

By< ý 

Name: KJz-sW C

�,

6
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EXHIBIT I TO SUPPLEMENTAL AGREEMENT - PAYMENT SCHEDULE

Dec-00

Legal Entity, Project Description

Jan-01 Feb-01 Mar-01

outstanaung Nim 
at 416101 per July 

Apr-01 13, 2001 
Agreement

Outstanding A/R Outstanding A/R Outstanding AIR Outstanding AIR Outstanding AIR 
Due Date: 21212001 .3/82001 41312001 514/2001 411712001

MCKITTRICK LIMITED, 
Log No. 26C275

PG&E

TOTAL 
Monthly PtIncipal Amount (1/12)

Inllal Default Date 
Initial Payment Dale 
Elapsed Days 
Interest Rate (Annual) 
hItarest amount at 01131/2002 

SCHEDULE OF PAYMENTS

$ 5,483,582.25 $ 
$ 5,483,582.25 $

2/212001 
1t3112002 

363 

$ 272,676.76 $

Date 
01131/02 
02128/02 
03/29102 
04130102 
05/31102 
06/28/02 
07/31/02 
08130102 
09/130/02 
10131/02 
11127/02 
12/31/02 

TOTAL PAYMENTS:

S 
$ 
$ 
S 
$ 
$ 
$ 
S 
S 
$ 
S 
$

PRINCIPAL 
BALANCE 
16,224,059.84 
14,872,054.89 
13,520,049.90 
12,188,044.91 
10,816,039.92 
9,464,034.93 
8,112,029.94 
6,760,024.95 
5,408,019.98 
4,056,014.97 
2,704,009.98 
1,352,004.99

5,562,799.78 $ 
5,562,799.78 $ 

3/602001 
1/3112002 

331 

252,231.06 $

PRINCIPAL 
Elapsed Days PAYMENT 

see above $ 1,352,004.95 
28 $ 1,352,004.99 
29 $ 1,352,004.99 
32 $ 1,352,004.99 
31 $ 1,352,004.99 
28 S 1,352,004.99 
33 $ 1,352,004.99 
30 $ 1,352,004.99 
31 $ 1,352,004.99 
31 $ 1,352,004.99 
27 $ 1,352,004.99 
34 $ 1,352,004.99 

$ 16,224,059.84

4,447,328.97 $ 
4,447,328.97 $

4/3/2001 
1/31/2002 

303

679,656.17 $ 
679,656.17 $

5/412001 
113112002 

272

184,694.61 $ 25,324.18 $ 2,006.87 $ 736,833.48

$ $ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
S 
$

ACCRUED 
INTEREST 

738,033.48 
57,043.50 
53,709.79 
53,339.37 
45,931.13 
36,30D.41 
36,670.82 
27,780.92 
22,985.56 
17,224.17 
10,001.13 
6,297.01 

S1,104,097.29

TOTAL PAYMENT 
$ 2.088,838.43 
$ 1,409,048.49 
$ 1 ,405,714.78 
$ 1,405,344.36 
$ 1,397,936.12 
$ | ,388.305.40 
$ 1.388,675.81 
$ 1,379,785.91 
$ 1,374,970.55 
$ 1,369,229.16 
S 1,362,008.12 
$ 1,358,302.00 
$ 17,328,167.13

Interest caIuIaUon assumes payment made on last business day of the month for PG&E.  
Interest calculation will be adjusted acoordIngly If payments made other than on the last PG&E business day.  
Each payment above is subbec to adjustment for Founding error (upward or downward) of not more than V1.00.

0

I-.  

C.  

,-Il 

"-.3 
-.A 

Ca 

0•

50,692.67 $ 
50,692.67 $ 

$

16,224,059,84 
16,224,069.84 
1,352,004.99

4/117/2001 
1/31/2002 

289 t-'r 

U)
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EXHIBIT 2 TO SUPPLEMENTAL AGREEMENT 

Claims by QF with respect to the statement, computation and payment for capacity and 
capacity bonus pursuant to the Contract related to the suspension of performance by QF 
during March, April and May 2001, as reserved in Section 8 of the Assumption 
Agreement.
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SUPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 
2001, is made by and between CHALK CLIFF LIMITED (PG&E Log No, 25C272) 
("QF ") and PACIFIC GAS AND ELECTRIC COMPANY ("PG&E"). QF and PG&E 
are sometimes referred to herein as the 'Tarties" or singularly as a "P___ay." 

WITNES SETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition 
pursuant to Title 11 United States Code Sections 101, et seq. ("Bankruptcy Code") in 
the United States Bankruptcy Court for the Northern District of California, San 

Francisco Division (the "Bankruptcy Court") on April 6, 2001; 

B. WHEREAS, QF and PG&B are parties to that certain Agreement 
dated as of July 13, 2001 ("Assumption Agreement") respecting, among other things, 
the assumption by PG&E of that certain contract listed therein (the "Contract") and 
such Assumption Agreement has been approved by order of the Bankruptcy Court (the 
"Assumption Order"); 

C. WHEREAS, PG&E's Chapter I 1 bankruptcy case, Case No. 01
30923-DM ('Bankruptcy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 
the Contract pursuant to 11 U.S.C. Section 365(b) and (d)(2) and Rules 6006, 9014 
and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 
in Attachment A to the Assumption Agreement for a total principal amount due QF of 
fifteen million five-hundred nine thousand eighty-three dollars and ninety-nine cents 
($15,509,083.99), excluding interest thereon (the "Prepetition Payables"); 

F. WHEREAS, starting on or about February 2, 2001 (the "Initial 
Default Date"), PG&E failed to pay the full amount due to QF under the Contract for 
deliveries of energy and capacity for the period between December 1, 2000 and April 
6, 2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 
Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 
the Parties; and 

H. WHEREAS, the Parties have negotiated the provisions set forth in 
this Supplemental Agreement respecting the Interest Rate and payment of the 
Prepetition Payables; 

3uppicmcnrad Aarnement 12-20-01
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NOW, THEREFORE, in consideration of the premises described above 
and the terms and conditions set forth below, the Parties hereby agree as follows: 

1. Definitions. Any capitalized term not defined herein shall have 
the meaning ascribed to it in the Assumption Agreement 

2. Calculation and Rate of Interest. The outstanding principal 
balance of the Prepetition Payables shall bear interest at a rate of five percent (5%) per 
annum (the "Interest Rate") from the respective due dates of the principal amounts set 
forth on Attachment A to the Assumption Agreement until paid. Interest shall be 
calculated on the basis of a 365-day year with the actual number of days (excluding 
the first day and including the last day) occurring during the period for which interest 
is payable.  

3. Payment Schedule.  

(a) Interest. All accrued prepetition and postpetition interest 
due on the Prepetition Payables through January 31, 2002 shall be paid on or before 
January 31, 2002. If all accrued prepetition and postpetition interest is paid on January 
31, 2002, the total amount of interest due QF under this Supplemental Agreement on 
that date shall be seven-hundred three thousand four-hundred thirty-eight dollars and 
seventy-three cents ($703,438.73). Thereafter, accrued interest on the outstanding 
unpaid principal amount of the Prepetition Payables shall be payable monthly in 
arrears on the declining balance of the Prepetition Payables until the Prepetition 
Payables have been paid in full.  

(b) Principal. Notwithstanding the terms of any plan of 
reorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E 
shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 
equal monthly installments on the last PG&E business day of each month commencing 
January 3 1, 2002 and continuing at the end of each month thereafter until paid in full, 

(c) Separate Payments. Unless designated to the contrary in 
writing at least one (1) week in advance of the payment date, all payments of the sums 
set forth in Attachment A to the Assumption Agreement and the principal and interest 
due hereunder shall be made to QF in the amounts set forth in Exhibit 1 attached 
hereto, Each of the payments above is subject to adjustment for rounding errors 
(either upward or downward) of up to but no more than one dollar ($1.00).  

(d) Due on Plan Effective Date. If the Plan Effective Date of 
any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 
Payables and all interest accrued thereon has been paid in full, the remaining balance 
of the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 
Effective Date.  

Supp)=mental Agr-cmcm 12-20-01 
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(e) Setoffs. To the extent that PG&E has or claims to have 
any right to assert any existing or future right of setoff as a defense to or reduction of 
any of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 
hereby waives such right of setoff with respect to such obligations, but only with 
respect to such obligations. Provided PG&E is not in default of its payment 
obligations under this Supplemental Agreement, QF shall not setoff any obligation 
owed to PG&E against such Party's right to receive payments under this Supplemental 
Agreement. Except as set forth above, each Party retains any and all setoff rights it 
may have, if any, under the Contract.  

(f) Monthly Payments under the Contract. Beginning January 
1, 2002 and continuing for the remaining term of the Contract, PG&E shall pay QF 
once a month for energy and capacity deliveries under the payment terms set forth in 
the Contract. Notwithstanding the foregoing and unless otherwise directed by the 
California Public Utilities Commission, PG&E shall make payments to QF within 15 
days of the end of each monthly billing period.  

(g) Other Terms. The right of QF to receive all payments 
hereunder shall be entitled to administrative expense priority under Bankruptcy Code 
Sections 503 and 507(a)(1). QF shall have standing and reserves the right to object or 
seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 
below what is reasonably necessary to timely satisfy PG&E's postpetition obligations, 

including the obligations under this Supplemental Agreement. The obligations of 
PG&E under this Supplemental Agreement shall be binding on any trustee in a 
Chapter 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified 
by any plan of reorganization or other order or ruling in the PG&E Bankruptcy Case.  

4. Withdrawal Of Claims. Except for those administrative claims 
specifically provided for by paragraph 3(g) hereof, QF waives its right to file any 
section 503 administrative expense claims based on services provided the estate 
through the date of this Supplemental Agreement. Furthermore, QF agrees to waive 
and withdraw any and all claims or proof of claims it has filed in PG&E's Chapter 11 
case within seven (7) days of entry a bankruptcy court order approving this 
Supplemental Agreement, except those claimsspecifically reserved in Exhibit 2 to this 
Supplemental Agreement. QF further agrees to forgo any rights it may have to amend 
such claims, or to file new claims other than those claims specifically reserved in 
Exhibit 2 to this Supplemental Agreement.  

5. Bankruptcy Court Approval. This Supplemental Agreement is 
subject to Bankruptcy Court approval and shall not become effective until entry of an 
order approving this Supplemental Agreement.  

6. Default. In the event that any payment required to be made under 
this Supplemental Agreement is not made on or before the date due, QF may make a 

Supplemental Agrccment 12-20-01 
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motion to enforce this Supplemental Agreement or seek other appropriate relief before 
the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 
commence an adversary proceeding or other suit and may proceed by noticed motion 
on seven (7) calendar days' notice without the requirement of obtaining an order 
shortening time. QF reserves the right to seek, as appropriate relief, that the entire 
amount of the Prepetition Payables and all interest thereon should be accelerated as a 
result of such nonpayment. PG&E reserves the right to assert that acceleration is not 
appropriate.  

7. Entire Agreement This Supplemental Agreement, together with 
the Assumption Agreement, sets forth the entire agreement between the Parties 
relating to the Interest Rate and the payment by PG&E of the Prepetition Payables 
relating to the assumption by PG&E of the Contract and the payment of the Prepetition 
Payables and supersedes and replaces any prior understanding, correspondence, 
commitments or agreement, whether oral or written concerning the subject matters of 
this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 
extent amended by this Supplemental Agreement, the terms of the Assumption 
Agreement remain in full force and effect, and any conflict between this Supplemental 
Agreement and the Assumption Agreement shall be resolved in favor of this 
Supplemental Agreement. Any modification or amendment to this Supplemental 
Agreement must be in writing and must be signed and dated by the Parties, and must 
explicitly state that it is intended to be an amendment to or modification of this 
Supplemental Agreement.  

8. Descriptive Headings. The descriptive headings of this 
Supplemental Agreement are inserted for convenience of reference only and do not 
constitute a part of this Supplemental Agreement.  

9. Expenses. Each Party shall pay its own expenses, professional 
fees and other costs connected with or associated with the negotiation and execution of 
this Supplemental Agreement. In the event any Party breaches this Supplemental 
Agreement, the breaching Party shall pay all costs and expenses (including attorneys' 
fees and expenses) incurred by the other Party or Parties in connection with or arising 
out of such breach.  

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

11. Binding Agreement. This Supplemental Agreement shall be 
binding upon and inure to the benefit of the successors and assigns of the Parties 
hereto, including any trustee appointed in the Bankruptcy Case.  

Supplcmental Agreement 12-20-01 
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12. Construction of Ag ment Counsel for the respective Parties 
have reviewed and participated in the drafting of this Supplemental Agreement.  
Consequently, the principle of construction of contracts that ambiguities shall be 
resolved against the drafter shall not be used or applied in the interpretation of this 
Supplemental Agreement.  

13. Representations. Each Party hereby represents and warrants to 
each of the other Parties that (a) the execution of fts Supplemental Agreement has 
been duly authorized by all necessary corporate, shareholder and similar actions; (b) 
this Supplemental Agreement has been duly executed and delivered and constitutes the 
legal valid and binding obligation of such Party, enforceable against such Party in 
accordance with its terms; and (c) the execution and delivery of this Supplemental 
Agreement and the performance by such Party of its obligations hereunder do not and 
will not conflict with, contravene or breach, any law, judgment, order or material 
contract applicable to or binding on such Party or any of its properties or assets.  

14. Execution by Counterparts. This Supplemental Agreement may 
be executed in separate counterparts, each of which when executed shall be an 
original, but all of which, taken together, shall constitute one and the same instrument, 

IN WITNESS WHEREOF, this Supplemental Agreement has been duly 
executed by or on behalf of QF and PG&E as of the date first written above.  

CHALK CLIFF LIMITED, Pacific Gas and Electric Company, 
a Texas limited partnership a California corporation 

By: Chalk Cliff Cogen, L.L.C., 

its general partner 

p,0ý
By: a o 

Name: 7,0h Jk Q,%-ýk 

Title: , ,, -, - , ,

SupplemenLa] AgrccmenL 12-20-01

.By: 2 1 

Narne:24rV
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT - PAYMENT SCHEDULE

Dec-0

Legal Entity, Project Description

Jan-01 Feb-01 Mar-01 Apr-01

uutstannlng AN 
at 416101 per July 

13, 2001 
Agreement

Outstanding AIR Outstanding AR Outstanding AJR Outstanding AIR Outstanding AIR 
Due Date: 21212001 31612001 40312001 51412001 411712001

CHALK CLIFF LIMITED, 
No, 26C272

PG&E Log

TOTAL 
Montily Principal Amount (1112)

$ 5,168,032.88 5 
$ 5,168,032.88 $

5,293,207.57 $ 
5,293,207.57 $

4,296,927.36 $ 
4,296.927.36 $

Initial Default Date 
Initial Payment Date 
Elapsed Days 
Interest Rate (Annual) 
Interest amount at 0113112002 

SCHEDULE OF PAYMENTS

6%.

Date 
01131102 
02128102 
03/29/02 
04/30/02 
06131[02 
0J128102 
07/31/02 
08130/02 
09130102 
10/31102 
11127102 
12131102 

TOTAL PAYMENTS:

S 
$ 
S 
S 
$ 
$ 
S 
S 
$ 
S 
S 
$

2/212001 
1131W2002 

383

31612001 
113112002 

331

256,985.74 S 240,007.08 $

PRINCIPAL 
BALANCE 
15,509,083.99 
14,216.660.37 
12,924,236.70 
11,631,813.03 
10,339.389.36 

9,045,965.69 
7,754,542.02 
6,462,11.35 
5,169,694.68 
3,877,271.01 
2,584,847.34 
1,292,423.67

Elapsed Days 
see above 

28 
29 
32 
31 
28 
33 
30 
31 
31 
27 
34

4(3/2001 
1131/2002 

303

514/2001 
1/31/2002 

272

178,351.92 S 25,144.91 S

PRINCIPAL 
PAYMENT 
$ 1,292.423.62 
$ 1,292,423.67 
$ 1,292.423.67 
5 1,292.423.67 
$ 1,292,423.67 
$ 1,292,423.67 
$ 1,292,423.67 
$ 1,292,423.87 
$ 1,292,423.67 
$ 1.292,423.67 
$ 1,292.423.67 
5 1,292.423.67 
$ 15,609,083.99

$ 
$ 
$ 
$ 
$ 
S 
$ 
$ 
$ 
$ 
S 
$ 
$

ACCRUED 
INTEREST 

703,438.73 
54,529.66 
51,342.86 
50,988.77 
43,907.00 
34,700.69 
35,054.78 
26,556.65 
21,953.50 
18,465.12 
9,560.39 
8,019.61 

1,054,617.66

411712001 
1131/2002 

289 

1,949.08 $ 703,438.73

TOTAL PAYMENT 
$ 1,995,862.35 
5 1,346,953.33 
S 1.343,766.53 
$ 1,343,412.44 
$ 1,336,330.67 
$ 1,327,124.36 
$ 1,327,47.A5 
$ 1,318,980.32 
$ 1.314,377.17 
$ 1,308,888.79 
$ 1,301,984.06 
1 1,296,443.18 
$ 16,963,601.65

Interest calculaUon assumes payment made on last business day of tihe month for PG&E.  
Interest calculaltion will be adjusted acoordIngly if payments made othel than on the last PG&E business day.  
Each payment above Is subject to adjustment for rounding error (upward or downward) of not more than $1.00.

0 
C-I 
I-.

i.-.  

I-' 

C,' 

"-4 

I-.  
C-h 

0

701,683.34 $ 
701,683.34 $

49,232.64 $ 
49,232.84 $ 

$

15,509,083.99 
15,509,083.99 
1,292,423.67

0
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Exhibit 2

Claims by QF with respect to the statement, computation and payment for capacity and 
capacity bonus pursuant to the Contract related to the suspension of performance by QF 
during March, April and May 2001, as reserved in Section 8 of the Assumption 
Agreement.
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SUPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 
2001, is made by and between DOUBLE "C" LIMITED (PG&E Log No. 25C241) 
("QF ") and PACIFIC GAS AND ELECTRIC COMPANY ("PG&E"), QF and PG&E 
are sometimes referred to herein as the "Parties" or singularly as a "Paa.  

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition 
pursuant to Title 11 United States Code Sections 101, et seq. ("Bankruptcy Code") in 
the United States Bankruptcy Court for the Northern District of California, San 
Francisco Division (the "Bankruptcy Court") on April 6, 2001; 

B. WHEREAS, QF and PG&E are parties to that certain Agreement 
dated as of July 13, 2001 ("Assumption Ageement") respecting, among other things, 
the assumption by PG&E of that certain contract listed therein (the "Contract") and 
such Assumption Agreement has been approved by order of the Bankruptcy Court (the 
"Assumption Order"); 

C. WHEREAS, PG&E's Chapter 11 bankruptcy case, Case No. 01
30923-DM ("Bankruptcy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 
the Contract pursuant to 11 U.S.C. Section 365(b) and (d)(2) and Rules 6006, 9014 
and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 
in Attachment A to the Assumption Agreement for a total principal amount due QF of 
sixteen million three-hundred fifty-one thousand one-hundxed seventy-nine dollars 
and fifty-nine cents ($16,351,179.59), excluding interest thereon (the "Prepetition 
Payables"); 

F. WHEREAS, starting on or about February 2, 2001 (the "Initial 
Default Date"), PG&E failed to pay the full amount due to QF under the Contract for 
deliveries of energy and capacity for the period between December 1, 2000 and April 
6, 2001; 1 

G. WHEREAS, the Assumption Agreement provides that the Interest 
Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 
the Parties; and 

Supplementa1 Agreement 12-20-M1
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H. WHEREAS, the Parties have negotiated the provisions set forth in 
this Supplemental Agreement respecting the Interest Rate and payment of the 
Prepetition Payables; 

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

1. Definitions. Any capitalized term not defined herein shall have 
the meaning ascribed to it in the Assumption Agreement.  

2. Calculation and Rate of Interest. The outstanding principal 
balance of the Prepetition Payables shall bear interest at a rate of five percent (5%) per 
annum (the "Interest Rate") from the respective due dates of the principal amounts set 
forth on Attachment A to the Assumption Agreement until paid. Interest shall be 
calculated on the basis of a 365-day year with the actual number of days (excluding 
the first day and including the last day) occurring during the period for which interest 
is payable.  

3. Payment Schedule.  

(a) Interest. All accrued prepetition and postpetition interest 
due on the Prepetition Payables through January 31, 2002 shall be paid on or before 
January 31, 2002. If all accrued prepetition and postpetition interest is paid on January 
31, 2002, the total amount of interest due QF under this Supplemental Agreement on 
that date shall be seven-hundred thirty-eight thousand two-hundred eighty-eight 
dollars and fifty cents ($738,288.50). Thereafter, accrued interest on the outstanding 
unpaid principal amount of the Prepetition Payables shall be payable monthly in 
arrears on the declining balance of the Prepetition Payables until the Prepetition 
Payables have been paid in full.  

(b) Principal. Notwithstanding the terms of any plan of 
reorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E 
shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 
equal monthly installments on the last PG&E business day of each month commencing 
January 31, 2002 and continuing at the end of each month thereafter until paid in full.  

(c) Separate Payments. Unless designated to the contrary in 
writing at least one (1) week in advance of the payment date, all payments of the sums 
set forth in Attachment A to the Assumption Agreement and the principal and interest 
due hereunder shall be made to QF in the amounts set forth in Exhibit I attached 
hereto. Each of the payments above is subject to adjustment for rounding errors 
(either upward or downward) of up to but no more than one dollar ($1 .00), 

SL.pplcuctaW Agrcm'cni 12-20-01 
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(d) Due on Plan Effective Date. If the Plan Effective Date of 
any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 
Payables and all interest accrued thereon has been paid in full, the remaining balance 
of the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 
Effective Date.  

(e) Setoffs. To the extent that PG&E has or claims to have 
any right to assert any existing or future right of setoff as a defense to or reduction of 
any of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 
hereby waives such right of setoff with respect to such obligations, but only with 
respect to such obligations. Provided PG&E is not in default of its payment 
obligations under this Supplemental Agreement, QF shall not setoff any obligation 
owed to PG&E against such Partys right to receive payments under this Supplemental 
Agreement, Except as set forth above, each Party retains any and all setoff rights it 
may have, if any, under the Contract, 

(f) Monthly Payments under the Contract, Beginning January 
1, 2002 and continuing for the remaining term of the Contract, PG&E shall pay QF 
once a month for energy and capacity deliveries under the payment terms set forth in 
the Contract. Notwithstanding the foregoing and unless otherwise directed by the 
California Public Utilities Commission, PG&E shall make payments to QF within 15 
days of the end of each monthly billing period.  

(g) Other Terms. The right of QF to receive all payments 
hereunder shall be entitled to administrative expense priority under Bankruptcy Code 
Sections 503 and 507(a)(1). QF shall have standing and reserves the right to object or 
seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 
below what is reasonably necessary to timely satisfy PG&E's postpetition obligations, 
including the obligations under this Supplemental Agreement. The obligations of 
PG&E under this Supplemental Agreement shall be binding on any trustee in a 
Chapter 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified 
by any plan of reorganization or other order or ruling in the PG&E Bankruptcy Case.  

4. Withdrawal Of Claims. Except for those administrative claims 
specifically provided for by paragraph 3(g) hereof, QF waives its right to file any 
section 503 administrative expense claims based on services provided the estate 
through the date of this Supplemental Agreement. Furthermore, QF agrees to waive 
and withdraw any and all claims or proof of claims it has filed in PG&E' s Chapter 11 
case within seven (7) days of entry a bankruptcy court order approving this 
Supplemental Agreement, except those claims specifically reserved in Exhibit 2 to this 
Supplemental Agreement. QF further agrees to forgo any rights it may have to amend 
such claims, or to file new claims other than those claims specifically reserved in 
Exhibit 2 to this Supplemental Agreement.

Suppiemenw Ag]reement 12-20-01
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5. Bankruptcy Court Approval. This Supplemental Agreement is 
subject to Bankruptcy Court approval and shall not become effective until entry of an 
order approving this Supplemental Agreement.  

6. Default. In the event that any payment required to be made under 
this Supplemental Agreement is not made on or before the date due, QF may make a 
motion to enforce this Supplemental Agreement or seek other appropriate relief before 
the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 
commence an adversary proceeding or other suit and may proceed by noticed motion 
on seven (7) calendar days' notice without the requirement of obtaining an order 
shortening time. QF reserves the right to seek, as appropriate relief, that the entire 
amount of the Prepetition Payables and all interest thereon should be accelerated as a 
result of such nonpayment. PG&E reserves the right to assert that acceleration is not 
appropriate.  

7. Entire Agreement. This Supplemental Agreement, together with 
the Assumption Agreement, sets forth the entire agreement between the Parties 
relating to the Interest Rate and the payment by PG&E of the Prepetition Payables 
relating to the assumption by PG&E of the Contract and the payment of the Prepetition 
Payables and supersedes and replaces any prior understanding, correspondence, 
commitments or agreement, whether oral or written concerning the subject matters of 
this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 
extent amended by this Supplemental Agreement, the terms of the Assumption 
Agreement remain in full force and effect, and any conflict between this Supplemental 
Agreement and the Assumption Agreement shall be resolved in favor of this 
Supplemental Agreement. Any modification or amendment to this Supplemental 
Agreement must be in writing and must be signed and dated by the Parties, and must 
explicitly state that it is intended to be an amendment to or modification of this 
Supplemental Agreement.  

8. Descriptive Headings. The descriptive headings of this 
Supplemental Agreement are inserted for convenience of reference only and do not 
constitute a part of this Supplemental Agreement.  

9. Expenses. Each Party shall pay its own expenses, professional 
fees and other costs connected with or associated with the negotiation and execution of 
this Supplemental Agreement. In the event any Party breaches this Supplemental 
Agreement, the breaching Party shall pay all costs and expenses (including attorneys' 
fees and expenses) incurred by the other Party or Parties in connection with or arising 
out of such breach.  

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

Supp1emental ArE1ment 12-20-01 
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11. Binding Agreement. This Supplemental Agreement shall be 

binding upon and inure to the benefit of the successors and assigns of the Parties 
hereto, including any trustee appointed in the Bankruptcy Case.  

12. Construction of Agreement. Counsel for the respective Parties 
have reviewed and participated in the drafting of this Supplemental Agreement.  
Consequently, the principle of construction of contracts that ambiguities shall be 
resolved against the drafter shall not be used or applied in the interpretation of this 
Supplemental Agreement.  

13. Representations. Each Party hereby represents and warrants to 

each of the other Parties that (a) the execution of this Supplemental Agreement has 

been duly authorized by all necessary corporate, shareholder and similar actions; (b) 

this Supplemental Agreement has been duly executed and delivered and constitutes the 

legal valid and binding obligation of such Party, enforceable against such Party in 

accordance with its terms; and (c) the execution and delivery of this Supplemental 
Agreement and the performance by such Party of its obligations hereunder do not and 

will not conflict with, contravene or breach, any law, judgment, order or material 
contract applicable to or binding on such Party or any of its properties or assets.  

14. Execution by Counterparts. This Supplemental Agreement may 

be executed in separate counterparts, each of which when executed shall be an 

original, but all of which, taken together, shall constitute one and the same instrument.  

IN WITNESS WHEREOF, this Supplemental Agreement has been duly 

executed by or on behalf of QF and PG&E as of the date first written above.  

DOUBLE "C" LIMITED, Pacific Gas and Electric Company, 

a Texas limited partnership a California corporation 

By: Double C-2 Cogen, L.L.C., 
its managing general partner 

By: ,- - -- - By: 

Name: /I eA Name: ~F'P ~~? 

Title: L-~ V r-,.Ttl:5 L$/

S upplc-ncntal Agrecmcm1l 12-20-01
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EXHIBIT 1TO SUPPLEMENTAL AGREEMENT -- PAYMENT SCHEDULE

Dec-00 Jan.01 Feb-01 Mar-01
Legal E ntIty, Project Description

UutSLandaing AIR 
at 4/6/01 par July 

Apr-01 13, 2001

AgreementOutstanding AIR Outstanding AJR Outstanding AIR Outstanding AIR Outstanding AIR 
Due Date: 21212001 31612001 4/3/2001 5/41200t 4/1712001

DOUBLE "C" LIMITED, 
Log No. 25C241

PG&E 0

TOTAL 
Monthly Principal Amount (1/12)

$ 4,993,758.53 $ 
$ 4,993,758.53 $

5,678,671.62 $ 
5.678,671.62 $

4,891,551.31 $ 
4,891,551.31 $

735,812.60 $ 
735,812.68 $

51,385.44 $ 16,351,179.59 
51,385.44 $ 16,361,179.59 

$ 1,362,598.30

Initial Default Dale 
InitJal Payment Date 
Elapsed Days 
Interest Rate (Annual) 
Interest amount at 0113112002 

SCHEDULE OF PAYMENTS

2/2/2001 
1131/2002 

363 

$ 248,319.77 $

Date 
01131102 
02=28/02 
03129102 
04130102 
05131102 
05/28102 
07/31/02 
08/30/02 
09130102 
10131/02 
11/27102 
12131/02 

TOTAL PAYMENTS:

$ 
$ 
S 
S 
$ 
S 
S 
$ 
S 
$ 
$ 
$

PRINCIPAL 
BALANCE 
16,351,179.59 
14,988,581.30 
13,625,983.00 
12,263,384.70 
10.900,784AO 

9,538,188.10 
8,175,589.80 
6,812,991.50 
5,450,393.20 
4,087,794.90 
2,725,196.60 
1,362,598.30

3/6/2001 
113112002 

331

4/3/2001 
1/31/2002 

303

257,484.97 $ 203,032.88 $

Elapsed Days 
see above 

21 
29 
32 
31 
28 
33 
30 
31 
31 
27 
34

PRINCIPAL 
PAYMENT 
$ 1,362,598.29 
$ 1,382,598.30 
$ 1,362,598.30 
$ 1,362,598.30 
$ 1,362,598-30 
$ 1,362,598.30 
$ 1,362,598.30 
$ 1,362,598.30 
$ 1,362,598.30 
$ 1,362,598.30 
$ 1,362,598.30 
$ 1.362,598.30 
$ 16,351,179.59

S 
S 
$ 
S 
8 
$ 
S 
$ 
S 
$ 
$ 
$ 
$

5/4/2001 
1/31/2002 

272

4117/2001 
113112002 

289

27,416.58 $ 2,034.30 $ 738,288.50

ACCRUED 
INTEREST 

738,288.60 
57,490,45 
54,130.62 
53,757.30 
46,291.01 
36,5N4.83 
38,958.15 
27,998.60 
23,145.51 
17,359.13 
10,079.49 
6,346.35 

1,108A29.94

TOTAL PAYMENT 
$ 2,100,886.79 
$ 1,420,088.75 
$ 1,416,728.92 
$ 1,416,355.80 
$S 1,408,889.31 
$ 1,399,183.13 
$ 1,399,558.45 
$ 1.390,596.90 
$ 1,385,743.81 
$ 1,379,957.43 
$ 1,372,677.79 
$ 1,368,944.65 
$ 17,469,609.53

Interest calculation assumes payment made on last business day of the month for PG&E.  
Interest calculation will be adjusted accordingly If payments made other than on the last PG&E business day.  
Each payment above is subjecl to adjuslment for rounding ermf (upward or downward) of net more than $1.00.

Oo
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Exhibit 2 

Claims by QF with respect to the statement, computation and payment for capacity and 
capacity bonus pursuant to the Contract related to the suspension of performance by QF 
during March, April and May 2001, as reserved in Section 8 of the Assumption 
Agreement.

it 039
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SUPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 
2001, is made by and between LIVE OAK LIMITED (PG&E Log No. 25C274) ("QF 
") and PACIFIC GAS AND ELECTRIC COMPANY ("PG&H"). QF and PG&E are 
sometimes referred to herein as the 'Parties" or singularly as a'_.." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition 
pursuant to Title 11 United States Code Sections 101, etseq. ("Bankruptcy Code") in 
the United States Bankruptcy Court for the Northern District of California, San 
Francisco Division (the "Bankrunptcy Court") on April 6, 2001; 

B. WHEREAS, QF and PG&E are Parties to that certain Agreement 
dated as of July 13, 2001 ("Assumption Agreement") respecting, among other things, 
the assumption by PG&E of that certain contract listed therein (the "Contract") and 
such Assumption Agreement has been approved by order of the Bankruptcy Court (the 
"Assumption Order"); 

C. WHEREAS, PG&E's Chapter 11 banknrptcy case, Case No. 01
30923-DM ("Bankruptcy Case"), remains pending in the Bankruptcy Court; 

D. W[HEREAS, pursuant to the Assumption Order, PG&E assumed 
the Contract pursuant to 11 U.S.C. Section 365(b) and (d)(2) and Rules 6006, 9014 
and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 
in Attachment A to the Assumption Agreement for a total principal amount due QF of 
fifteen million sixty-five thousand five-hundred fifty-two dollars and twenty-six cents 
($15,065,552.26), excluding interest thereon (the "Prepetition Payables"); 

F. WHEREAS, starting on or about February 2, 2001 (the "Initial 
Default Date"), PG&E failed to pay the full amount due to QF under the Contract for 
deliveries of energy and capacity for the period between December 1, 2000 and April 
6, 2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 
Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 
the Parties; and 

H. WHIEREAS, the Parties have negotiated the provisions set forth in 
this Supplemental Agreement respecting the Interest Rate and payment of the n 
Prepetition Payables; 

LIVF OAK LTD Supplemental Agteemem 12-20-01
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NOW, THEREFORE, in consideration of the premises described above 
and the terms and conditions set forth below, the Parties hereby agree as follows: 

1. Definitions. Any capitalized term not defined herein shall have 
the meaning ascribed to it in the Assumption Agreement.  

2. Calculation and Rate of Interest. The outstanding principal 
balance of the Prepetition Payables shall bear interest at a rate of five percent (5%) per 
annum (the "Interest Rate") from the respective due dates of the principal amounts set 
forth on Attachment A to the Assumption Agreement until paid. Interest shall be 
calculated on the basis of a 365-day year with the actual number of days (excluding 
the first day and including the last day) occurring during the period for which interest 
is payable.  

3. Payment Schedule.  

(a) Interest. All accrued prepetition and postpetition interest 
due on the Prepetition Payables through January 31, 2002 shall be paid on or before 
January 31, 2002. If all accrued prepetition and postpetition interest is paid on January 
31, 2002, the total amount of interest due QF under this Supplemental Agreement on 
that date shall be six-hundred eighty-two thousand four-hundred twenty-two dollars 
and forty-two cents ($682,422.42). Thereafter, accrued interest on the outstanding 
unpaid principal amount of the Prepetition Payables shall be payable monthly in 
arrears on the declining balance of the Prepetition Payables until the Prepetition 
Payables have been paid in full.  

(b) Principal, Notwithstanding the terms of any plan of 
reorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E 
shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 
equal monthly installments on the last PG&E business day of each month commencing 
January 31, 2002 and continuing at the end of each month thereafter until paid in full, 

(c) Separate Payments. Unless designated to the contrary in 
writing at least one (1) week in advance of the payment date, all payments of the sums 
set forth in Attachment A to the Assumption Agreement and the principal and interest 
due hereunder shall be made to QF in the amounts set forth in Exhibit 1 attached 
hereto. Each of the payments above is subject to adjustment for rounding errors 
(either upward or downward) of up to but no more than one dollar ($1.00).  

(d) Due on Plan Effective Date. If the Plan Effective Date of 

any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 
Payables and all interest aýzcrued thereon has been paid in full, the remaining balance 
of the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 
Effective Date.  

LIVE OAK LTD Supplementai Agrvcmcnt 12-20-01 
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(e) Setoffs. To the extent that PG&E has or claims to have 

any right to assert any existing or future right of setoff as a defense to or reduction of 

any of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 

hereby waives such right of setoff with respect to such obligations, but only with 

respect to such obligations, Provided PG&E is not in default of its payment 
obligations under this Supplemental Agreement, QF shall not setoff any obligation 
owed to PG&E against such Party's right to receive payments under this Supplemental 
Agreement. Except as set forth above, each Party retains any and all setoff rights it 

may have, if any, under the Contract.  

(f) Monthly Payments under the Contract. Beginning January 
1, 2002 and continuing for the remaining term of the Contract, PG&E shall pay QF 

once a month for energy and capacity deliveries under the payment terms set forth in 
the Contract. Notwithstanding the foregoing and unless otherwise directed by the 

California Public Utilities Commission, PG&E shall make payments to QF within 15 
days of the end of each monthly billing period.  

(g) Other Terms. The right of QF to receive all payments 
hereunder shall be entitled to administrative expense priority under Bankruptcy Code 

Sections 503 and 507(a)(1). QF shall have standing and reserves the right to object or 

seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 

below what is reasonably necessary to timely satisfy PG&E's postpetition obligations, 

including the obligations under this Supplemental Agreement. The obligations of 

PG&E under this Supplemental Agreement shall be binding on any trustee in a 

Chapter 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified 
by any plan of reorganization or other order or ruling in the PG&E Bankruptcy Case.  

4. Withdrawal Of Claims. Except for those administrative claims 
specifically provided for by paragraph 3(g) hereof, QF waives its right to file any 
section 503 administrative expense claims based on services provided the estate 
through the date of this Supplemental Agreement. Furthermore, QF agrees to waive 

and withdraw any and all claims or proof of claims it has filed in PG&E's Chapter 11 
case within seven (7) days of entry a bankruptcy court order approving this 
Supplemental Agreement, except those claims specifically reserved in Exhibit 2 to this 

Supplemental Agreement. QF further agrees to forgo any rights it may have to amend 

such claims, or to file new claims other than those claims specifically reserved in 

Exhibit 2 to this Supplemental Agreement, 

5_ Bankruptcy Court Approval. This Supplemental Agreement is 

subject to Bankruptcy Court approval and shall not become effective until entry of an 
order approving this Supplemental Agreement.  

6. Default. In the event that any payment required to be made under 

this Supplemental Agreement is not made on or before the date due, QF may make a

LIVE OAK LTD Suppiem~rnd Agrkeemcnt 12-20-01
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motion to enforce this Supplemental Agreement or seek other appropriate relief before 

the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 

commence an adversary proceeding or other suit and may proceed by noticed motion 

on seven (7) calendar days' notice without the requirement of obtaining an order 

shortening time. QF reserves the right to seek, as appropriate relief, that the entire 

amount of the Prepetition Payables and all interest thereon should be accelerated as a 

result of such nonpayment. PG&E reserves the right to assert that acceleration is not 

appropriate.  

7. Entire Agreement. This Supplemental Agreement, together with 

the Assumption Agreement, sets forth the entire agreement between the Parties 

relating to the Interest Rate and the payment by PG&E of the Prepetition Payables 

relating to the assumption by PG&E of the Contract and the payment of the Prepetition 

Payables and supersedes and replaces any prior understanding, correspondence, 

commitments or agreement, whether oral or written concerning the subject matters of 

this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 

extent amended by this Supplemental Agreement, the terms of the Assumption 

Agreement remain in full force and effect, and any conflict between this Supplemental 

Agreement and the Assumption Agreement shall be resolved in favor of this 

Supplemental Agreement. Any modification or amendment to this Supplemental 

Agreement must be in writing and must be signed and dated by the Parties, and must 

explicitly state that it is intended to be an amendment to or modification of this 
Supplemental Agreement. , 

8. Descriptive Headings. The descriptive headings of this 

Supplemental Agreement are inserted for convenience of reference only and do not 

constitute a part of this Supplemental Agreement.  

9. Expenses. Each Party shall pay its own expenses, professional 

fees and other costs connected with or associated with the negotiation and execution of 

this Supplemental Agreement. In the event any Party breaches this Supplemental 

Agreement, the breaching Party shall pay all costs and expenses (including attorneys' 

fees and expenses) incurred:by the other Party or Parties in connection with or arising 
out of such breach.  

10. Governing Law. This Supplemental Agreement is made and 

entered into in the State of California, and shall in all respects be interpreted and 

governed under the laws of California, without regard to principles of conflicts of law.  

11. Binding Agreement. This Supplemental Agreement shall be 

binding upon and inure to the benefit of the successors and assigns of the Parties 

heieto, including any trustee appointed in the Bankruptcy Case.

LIVE OAK LTD Supplzmcntal AgreemenL 12-20-01
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12. Construction of Agreement. Counsel for the respective Parties 

have reviewed and participated in the drafting of this Supplemental Agreement.  

Consequently, the principle', of construction of cohtracts that ambiguities shall be 

resolved against the drafter shall not be used or applied in the interpretation of this 

Supplemental Agreement.  

13. Representations. Each Party hereby represents and warrants to 

each of the other Parties that (a) the execution of this Supplemental Agreement has 

been duly authorized by all necessary corporate, shareholder and similar actions; (b) 

this Supplemental Agreement has been duly executed and delivered and constitutes the 

legal valid and binding obligation of such Party, enforceable against such Party in 

accordance with its terms; and (c) the execution and delivery of this Supplemental 

Agreement and the performance by such Party of its obligations hereunder do not and 

will not conflict with, contravene or breach, any law, judgment, order or material 

contract applicable to or binding on such Party or any of its properties or assets.

LEVE OAK, LTD Supplcmcntal Agreement 12-20-01
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14. Execution by Countrparts. This Supplemental Agreement may 

be executed in separate counterparts, each of which when executed shall be an 

original, but all of which, taken together, shall constitute one and the same instrument.  

IN WITNESS WHEREOF, this Supplemental Agreement has been duly 

executed by or on behalf of QF and PG&E as of the date first written above.

LIVE OAK LIMITED, 
a Texas limited partnership 

By: Live Oak Cogen, L.L.C., 
Its general partner

By: W 

SName:J0"4. \T. o'ROi1o 

Title: 

Date:

LIVE OAK LTD Supplemental Agr=ment 12-20-01
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a California corporation
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EXHIBIT I TO SUPPLEMENTAL AGREEMENT - PAYMENT SCHEDULE

Dec-0.0

Legal Entity, Project Description

Jan.01 Feb-01 Mar-01 Apr-01

Uumlanding ANN 
at 416101 per July 

13, 2001 
Agreement

Outstanding AIR Outstanding AIR Outstanding AIR Outstanding AIR Outstanding AIR 

Due Date: 21212001 31612001 41312001 8/4)2001 411712001

LIVE OAK LIMITED, 
No. 25C274

PG&E Log

TOTAL 
Monthly Pinclpal Amount (1/12)

$ 5,225,530.07 $ 
$ 5,225,530.07 $

4.476,364.71 $ 
4.476,364.71 $

4,622,237.84 $ 
4,622.237.54 $

Initial DefoulI Date 
Initial Payment Date 
Elapsed Days 
Interest Rate (Annual) 
Interest amount at 01/31I2002 

SCHEDULE OF PAYMENTS

2/212001 
113112002 

363 

$ 259,544.85 S

Date 
01131102 
02128/02 
03/29102 
04/30102 
05131102 
06/28102 
O7/31102 
08/30102 
09130/02 
10131102 
11127V02 
12/31102 

TOTAL PAYMENTS:

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
S

PRINCIPAL 
BALANCE 
15,065,552.26 
13,810,089.59 
12,554,626.90 
11,299,164.21 
10,043,701.52 
8,788,238.83 
7,632.776.14 
6,277,313.45 
5,021,850.76 
3,766,366.07 
2,510,925.38 
1,255,452.69

31612001 
1131/2002 

331

41312001 
1131i2002 

303

202,959.41 $ 191,854.53 $

PRINCIPAL 
Elapsed Days PAYMENT 

sea above $ 1,255,462.67 
28 $ 1,255,462.69 
29 $ 1,255,462.69 
32 $ 1,255,482.6g 
31 $ 1,255,462.69 
28 $ 1,255,462.69 
33 $ 1,255,452.69 
30 $ 1,255,46Z69 
31 $ 11,255,462.69 
31 $ 1,255,462.69 
27 $ 1,255,482.69 
34 $ 1,255,462.69 

$ 15,065,552.26

$ 
S 
$ 
S 
$ 
$ 
S 
S 
$ 
S 
$ 
S 
$

5/412001 
113112002 

272

4/17/2001 
113112002 

289

25,576.45 $ 2,178.18 $ 682,422.42

ACCRUED 
INTEREST 

682,422.42 
52,970.21 
49,874.55 
49,530.58 
42,651.34 
33,708.31 
34,052.28 
26,797.18 
21,325.67 
15,994.25 
.,286.98 
5,847.36 

1,023,461.13

TOTAL PAYMENT 
3 1,937,865.09 
$ 1,308,432.90 
$ 1,305,337.24 
$ 1,304,993.27 
$ 1,298,114.03 
$ 1,289,171.00 
$ 1,289,514.97 
$ 1,281,259.87 
$ 1,276,788.38 
$ 1,271,456.94 
$ 1,264,749.67 
$ 1,261,310.05 
$ 16,089,013.39

Interest calculaUon assumes payment made on last business day ol the month for PG&E.  
Interest calculation will be adjusted accordingly Ii payments made other than on the last PG&E business day.  

Each payment above is subject to adjustment for rounding error (upward or downward) of not more than $1.00.

I

N., 

0 

0 

°.h 

0 

\J
686,399.83 $ 
685,399.83 $

55,019.61 3 
55,019.81 $ 

$

15,065,552.26 
15,065,552.26 
1,265,462.69

hl 

0"



12/20/01 18:37 FAX 713 420 3U
[a047

EL PASO ENERGY

EXHIBIT 2 TO SUPPLEMENTAL AGREEMENT 

Claims by QF with respect to the statement, computation and payment for capacity and 

capacity bonus pursuant to the Contract related to the suspension of performance by QF 

during March, April and May 2001, as reserved in Section 8 of the Assumption 
Agreement.



EXHIBIT 20
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SUPPLEMENTAL AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20, 
2001, is made by and between BEAR MOUNTAIN LIMITED (PG&E Log No.  
25C25 1) ("QF ") and PACIFIC GAS AND ELECTRIC COMPANY ("PG&E"). QF 
and PG&E are sometimes referred to herein as the "Parties" or singularly as a "P ." 

WITNESSETH 

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition 
pursuant to Title 11 United States Code Sections 101, et seq. ("Bankruptcy Code") in 
the United States Bankruptcy Court for the Northern District of California, San 
Francisco Division (the "Bankruptcy Court") on April 6, 2001; 

B. WHEREAS, QF and PG&B are Parties to that certain Agreement 
dated as of July 13, 2001 ("Assumption Agreement") respecting, among other things, 
the assumption by PG&E of that certain contract listed therein (the "Contract") and 
such Assumption Agreement has been approved by order of the Bankruptcy Court (the 
"Assumption Order"); 

C. WHEREAS, PG&E's Chapter 11 bankruptcy case, Case No. 01
30923-DM ("Bankruptcy Case"), remains pending in the Bankruptcy Court; 

D. WHEREAS, pursuant to the Assumption Order, PG&E assumed 
the Contract pursuant to 11 U.S.C. Section 365(b) and (d)(2) and Rules 6006, 9014 
and 9019 of the Federal Rules of Bankruptcy Procedure; 

E. WHEREAS, the principal amount of payables for QF is set forth 
in Attachment A to the Assumption Agreement for a total principal amount due QF of 
sixteen million one-hundred forty-two thousand six-hundred twenty-six dollars and 
six cents ($16,142,626.06), excluding interest thereon (the "Prepetition Payables"); 

F. WHEREAS, starting on or about February 2, 2001 (the "Initial 
Default Date"), PG&E failed to pay the full amount due to QF under the Contract for 
deliveries of energy and capacity for the period between December 1, 2000 and April 
6, 2001; 

G. WHEREAS, the Assumption Agreement provides that the Interest 
Rate, as defined in the Assumption Agreement, should be negotiated in good faith by 
the Parties; and 

H. WHEREAS, the Parties have negotiated the provisions set forth in 
this Supplemental Agreenment respecting the Interest Rate and payment of the 
Prepetition Payables; 

Supplcmcnta] Agrcmcent 12-20-01
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NOW, THEREFORE, in consideration of the premises described above 
and the terms and conditions set forth below, the Parties hereby agree as follows: 

1. Definitions. Any capitalized term not defined herein shall have 

the meaning ascribed to it in the Assumption Agreement.  

2. Calculation and Rate of Interest. The outstanding principal 

balance of the Prepetition Payables shall bear interest at a rate of five percent (5%) per 

annum (the "Interest Rate") from the respective due dates of the principal amounts set 

forth on Attachment A to the Assumption Agreement until paid. Interest shall be 
calculated on the basis of a 365-day year with the actual number of days (excluding 
the first day and including the last day) occurring during the period for which interest 
is payable.  

3. Payment Schedule.  

(a) Interest. All accrued prepetition and postpetition interest 
due on the Prepetition Payables through January 31, 2002 shall be paid on or before 

January 31, 2002. If all accrued prepetition and postpetition interest is paid on January 
31, 2002, the total amount of interest due QF under this Supplemental Agreement on 
that date shall be seven-hundred thirty-two thousand four dollars and eighty-one cents 
($732,004.81). Thereafter, accrued interest on the outstanding unpaid principal 
amount of the Prepetition Payables shall be payable monthly in arrears on the 
declining balance of the Prepetition Payables until the Prepetition Payables have been 
paid in full.  

(b) Principal. Notwithstanding the terms of any plan of 
reorganization filed by PG&E or by any other party in the Bankruptcy Case, PG&E 
shall pay the outstanding principal balance of the Prepetition Payables in twelve (12) 
equal monthly installments on the last PG&E business day of each month commencing 
January 31, 2002 and continuing at the end of each month thereafter until paid in full.  

(c) Separate Payments. Unless designated to the contrary in 
writing at least one (1) week in advance of the payment date, all payments of the sums 
set forth in Attachment A to the Assumption Agreement and the principal and interest 
due hereunder shall be made to QF in the amounts set forth in Exhibit 1 attached 
hereto. Each of the payments above is subject to adjustment for rounding errors 
(either upward or downward) of up to but no more than one dollar ($1.00).  

(d) Due on Plan Effective Date. If the Plan Effective Date of 
any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition 
Payables and all interest accrued thereon has been paid in full, the remaining balance 
of the Prepetition Payables and all interest accrued thereon shall be paid on such Plan 
Effective Date.  

SupplcmcnruJ Ager-ent 12-20-01 
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(e) Setoffs. To the extent that PG&E has or claims to have 

any right to assert any existing or future right of setoff as a defense to or reduction of 

any of its obligations to pay the Prepetition Payables and/or interest thereon, PG&E 

hereby waives such right of setoff with respect to such obligations, but only with 

respect to such obligations, Provided PG&E is not in default of its payment 

obligations under this Supplemental Agreement, QF shall not setoff any obligation 

owed to PG&E against such Party's right to receive payments under this Supplemental 

Agreement. Except as set forth above, each Party retains any and all setoff rights it 

may have, if any, under the Contract.  

(f) Monthly Payments under the Contract. Beginning January 

1, 2002 and continuing for the remaining term of the Contract, PG&E shall pay QF 

once a month for energy and capacity deliveries under the payment terms set forth in 

the Contract. Notwithstanding the foregoing and unless otherwise directed by the 

California Public Utilities Commission, PG&E shall make payments to QF within 15 

days of the end of each monthly billing period.  

(g) Other Terms. The right of QF to receive all payments 

hereunder shall be entitled to administrative expense priority under Bankruptcy Code 

Sections 503 and 507(a)(1). QF shall have standing and reserves the right to object or 

seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall 

below what is reasonably necessary to timely satisfy PG&E's postpetition obligations, 

including the obligations under this Supplemental Agreement. The obligations of 

PG&E under this Supplemental Agreement shall be binding on any trustee in a 

Chapter 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified 

by any plan of reorganization or other order or ruling in the PG&E Bankruptcy Case.  

4. Withdrawal Of Claims. Except for those administrative claims 

specifically provided for by paragraph 3(g) hereof, QF waives its right to file any 

section 503 administrative expense claims based on services provided the estate 

through the date of this Supplemental Agreement. Furthermore, QF agrees to waive 

and withdraw any and all claims or proof of claims it has filed in PG&E's Chapter 11 

case within seven (7) days of entry a bankruptcy court order approving this 

Supplemental Agreement, except those claims specifically reserved in Exhibit 2 to this 

Supplemental Agreement. QF further agrees to forgo any rights it may have to amend 

such claims, or to file new claims other than those claims specifically reserved in 

Exhibit 2 to this Supplemental Agreement.  

5. Bankruptcy Court Approval. This Supplemental Agreement is 

subject to Bankruptcy Court approval and shall not become effective until entry of an 

order approving this Supplemental Agreement.  

6. Default. In the event that any payment required to be made under 

this Supplemental Agreement is not made on or before the date due, QF may make a

Supplemcntn) Agcemen. 12-20-01
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motion to enforce this Supplemental Agreement or seek other appropriate relief before 
the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required to 
commence an adversary proceeding or other suit and may proceed by noticed motion 
on seven (7) calendar days' notice without the requirement of obtaining an order 
shortening time. QF reserves the right to seek, as appropriate relief, that the entire 
amount of the Prepetition Payables and all interest thereon should be accelerated as a 
result of such nonpayment. PG&E reserves the right to assert that acceleration is not 
appropriate.  

7. Entire Agreement. This Supplemental Agreement, together with 
the Assumption Agreement, sets forth the entire agreement between the Parties 
relating to the Interest Rate and the payment by PG&E of the Prepetition Payables 
relating to the assumption by PG&E of the Contract and the payment of the Prepetition 
Payables and supersedes and replaces any prior understanding, correspondence, 
commitments or agreement, whether oral or written concerning the subject matters of 
this Supplemental Agreement. Notwithstanding the preceding sentence, except to the 
extent amended by this Supplemental Agreement, the terms of the Assumption 
Agreement remain in full force and effect, and any conflict between this Supplemental 
Agreement and the Assumption Agreement shall be resolved in favor of this 
Supplemental Agreement. Any modification or amendment to this Supplemental 
Agreement must be in writing and must be signed and dated by the Parties, and must 
explicitly state that it is intended to be an amendment to or modification of this 
Supplemental Agreement.  

8. Descriptive Headings. The descriptive headings of this 
Supplemental Agreement are inserted for convenience of reference only and do not 
constitute a part of this Supplemental Agreement.  

9. Expenses. Each Party shall pay its own expenses, professional 
fees and other costs connected with or associated with the negotiation and execution of 
this Supplemental Agreement. In the event any Party breaches this Supplemental 
Agreement, the breaching Party shall pay all costs and expenses (including attorneys' 
fees and expenses) incurred by the other Party or Parties in connection with or arising 
out of such breach.  

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

11. Binding Agreement. This Supplemental Agreement shall be 
binding upon and inure to the benefit of the successors and assigns of the Parties 
hereto, including any trustee appointed in the Bankruptcy Case.  

Suppicrnen l.A _mreement 12-20-01 
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12. Construction of Agreement. Counsel for the respective Parties 
have reviewed and participated in the drafting of this Supplemental Agreement.  
Consequently, the principle of construction of contracts that ambiguities shall be 

resolved against the drafter shall not be used or applied in the interpretation of this 
Supplemental Agreement.  

13. Representations. Each Party hereby represents and warrants to 
each of the other Parties that (a) the execution of this Supplemental Agreement has 
been duly authorized by all necessary corporate, shareholder and similar actions; (b) 
this Supplemental Agreement has been duly executed and delivered and constitutes the 
legal valid and binding obligation of such Party, enforceable against such Party in 
accordance with its terms; and (c) the execution and delivery of this Supplemental 
Agreement and the performance by such Party of its obligations hereunder do not and 
will not conflict with, contravene or breach, any law, judgment, order or material 
contract applicable to or binding on such Party or any of its properties or assets.

Supplementi1 Aereancnt 12-20-01
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14, Execution by Counterparts. This Supplemental Agreement may 
be executed in separate counterparts, each of which when executed shall be an 
original, but all of which, taken together, shall constitute one and the same instrument.  

IN WITNESS WHEREOF, this Supplemental Agreement has been duly 
executed by or on behalf of QF and PG&E as of the date first written above.

BEAR MOUNTAIN LIMITED, 
a Texas limited partnership 

By: Bear Mountain Cogen, LL.C., 
its General Partner

PACIFIC GAS & ELECTRIC COMPANY, 
a California corporation

By: 

Name: a7•' ,,."tlo 

Title: ,. e,' -,. 

Date:

By:

Namne- c:30•9Pt

Title *71L _ý

c�. 1I�J9i

LPvVý

Date: -2.0 • 2}

Suppkrmcntal Agreeme~n I2-2.-01I
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EXHIBIT I TO SUPPLEMENTAL AGREEMENT - PAYMENT SCHEDULE

Mar-01

Uutstandrng A/I at 416101 per July 
Apr-01 13, 2001 

Agreement

Legal Entity, Project Description
Outstanding AIR Outstanding AIR Outstanding AIR Outstanding AIR Outstanding AIR 

Due Date: 21212001 316F2001 4Q312001 61412001 411712001

BEAR MOUNTAIN LIMITED, 
NMn 2RC261

PG&E Log

TOTAL 
Monthly Principal Amount (1/12)

Initial Default Date 
Initial Payment Date 
Elapsed Days 
Interest Rate (Annual) 

Interest amount at 01131t2002 

SCHEDULE OF PAYMENTS

$ 5,421,671.24 $ 
$ 5,421,671.24 $

212/2001 113112002 
363 

6 2% 
s 269,598,17

Date 01131102 
02/28/02 
03129102 
04130102 
06131102 
06128102 
07131102 
08130102 
09130102 
10131102 
11/27102 
12/31102 

TOTAL PAYMENTS:

$ S 
$ 
$ 
$ 
S 
$ 
$ 
$ 
$ 
S 
S

PRINCIPAL BALANCE 
16,142,626.06 
14,797,407.24 
13,452,188.40 
12,105,969.56 
10,761,750.72 
9,416,531.88 
8,071,313.04 
6,726,094.20 
5,380,875.36 
4,035,656.52 
2,690,437.68 
1,345,218.84

5,412,442.21 $ 5,412,442.21 S

3/6/2001 1131/2002 
331 

$ 245,413.48 S

4,489,588.80 $ 4,489,588.80 $ 

413/2001 
1/31/2002 

303 

186,346.69 $

762,611.56 $ 762,611.56 $ 

5/412001 
113112002 

272 

28,415.12 $

55,312-25 $ 56,312.25 $ 
$

0 
11 

C.) 

-0 

0.  

C-, 

0,

16,142,626.06 16,142,626.06 
1,345,218.84

4/1712001 113112002 
289 

2,229.35 $ 732,004.81 t,1

Elapsed Days see above 
28 
29 
32 
31 
28 
33 
30 
31 
31 
27 
34

PRINCIPAL PAYMENT 
$ 1,345,218.82 
$ 1,345,218,84 
$ 1,345,218.84 
$ 1,345,218.84 
$ 1,345,218.84 
$ 1,345,218.84 
$ 1,345,218.84 
$ 1,345,218.84 
$ 1,345,218.84 
$ 1,345,218.84 
$ 1,345,218.84 
$ 1,345,218.84 
$ 16,142,626.06

$ $ 
s 

S 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$

ACCRUED INTEREST 
732,004.81 

56,757.18 
53,440.20 
53,071.65 
45,700.59 
36,118.20 
36,486.76 
27,641.48 
22,850.29 
17,137.72 
9,950.93 
5,285.40 

1,097,426.21

TOTAL PAYMENT 

$ 2,077,223.53 $ 1,401,976.02 

$ 1,398,659.04 
$ 1,398,290.49 
$ 1,390,919.43 
$ 1,381,337.04 
$ 1,381,705.60 
$ 1,372,860.32 
$ 1,368,069.13 
$ 1,362,35%.56 
$ 1,355,169.77 
$ 1,351,484.24 
$ 17,240,051,27

Interest calculaion assumes payment made on last business day of the month for PG&E.  

Interest calculation will be adjusted accordingly it payments made other than on the last PG&E business day.  

Each payment above is subject to adjustment for rounding eiror (upward or downward) of not more than $1.00.

Dec-00 Jan-01 Feb-01

No 26C2151
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Exhibit 2 

Claims by QF with respect to the statement, computation and payment for capacity and 

capacity bonus pursuant to the Contract related to the suspension of performance by QF 

during March, April and May 2001, as reserved in Section 8 of the Assumption 
Agreement-


