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I, WILLIAM J. LAFFERTY, declare that:

1. I am an attorney at law licensed to practice in the State of California and a
director of the law firm of Howard, Rice, Nemerovski, Canady, Falk & Rabkin, attorneys for
Pacific Gas and Electric Company (“PG&E”), the debtor and debtor-in-possession in the
above-captioned Chapter 11 case. I make this declaration of my own personal knowledge,
except where otherwise indicated, and would testify competently to the truth of the matters
stated herein if called upon to do so. This Declaration is submitted in support of PG&E’s
Motion For Authority To Compromise Claims Between Estate And Various Qualifying
Facilities (the “Motion”).

2.  On December 7, 2001, PG&E filed its Motion seeking authority to enter into
“Supplemental Agreements” with various Qualifying Facilities (“QFs”) which resolved,
inter alia, issues related to the amount of interest owed those QFs on those amounts owed
them (the “Prepetition Payables™) pursuant to the agreements (the “Assumption
Agreements”) entered into between the QFs and PG&E effecting an assumption of the QFs’
Power Purchase Agreements (“PPAs”), as well a schedule for payment of the Prepetition
Payables and accrued interest.

3.  The Motion specifically attached Supplemental Agreements reached with thirteen
and three separate GWF QFs. In addition, the Motion requested that “the Court authorize
[PG&E] to enter into supplemental agreements with Q?s on substantially similar terms as
the Supplemental Agreements [with Calpine and GWF], between the filing of this motion
and the hearing thereon, set for December 21, 2001, provided that PG&E inform the Court
and interested parties at the hearing of the identity of each such settling QF and the
aggregate amount of prepetition payables to be paid under the terms set forth in the
Supplemental Agreement.”

4. On Thursday, December 20, 2001, PG&E was able to finalize twenty (20)
Supplemental Agreements with twenty-two (22) additional QFs. These additional
Supplemental Agreements, true and correct copies of which are attached hereto as Exhibits
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-z_"_ *an of December, 2001, in San Francisco, California.

v

o WS Ly

WILLIAM/p yﬂfF FERTY

WD 122001/1-1419920/kab/965684/v1
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14)
15)
16)
17)
18)
19)
20)

WD 122001/1-1419920/kab/965689/v1

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

- Rockiin
Stockton Cogen
E! Paso - High Sierra
El Paso - Kern Front
E! 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)
(86,547,670)
($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
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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. 25C164)
(“QF”) and PACIFIC GAS AND ELECTRIC COMPANY ("PG&E"). QF and PG&E
are sometimes referred to herein as the "Partics” or singularly as a "Party.”

WITNESSETH

A.  WHEREAS, PG&E filed a Chapter 11 bankruptcy peution
pursuant to Title 11 United States Code Sections 101, et seq. ("Bankruptey 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
(« Assum_pg'gn 0&3_!”);

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 sct 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 ($ 10,587,680.87), 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
delivenies 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 peyments” 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 cconomic hardship, including any claim for

further payment from PG&E pursuant {0 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
accrucd prepetition and postpetition interest is paid on January 31, 2002, the total
ammount 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 ($ 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 instaliments 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.

KES Kingsburg, 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 i the amounts set forth in Exhibit 1 attached
hereto. Each of the payments above is subject to adjustment for rounding errors (either
upward o1 downward) of up to but no more than one dollar ($1.00).

(@ DugonPlan 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.

(6) 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 1t

may have, if any, under the Contract.

()  Other Terms. The right of QF to receive all payments
hereunder shall be entitled to administrative expense prionity under Bankruptcy Code
Sections 503 and 507(3)(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 Agrecment. 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 reorgani tion or other order or ruling in the PG&E Bankruptcy Case.

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

6.  Dcfault. 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 Kingsburg, 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 Agrecment, 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 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 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 ansing
out of such breach.

10. Goveming 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 Jaws of California, without regard to principles of conflicts of law.

11. Binding Agrcement. This Supplemental Agreement shall be
binding upon and inure to the benefit of the successors and assigns of the Partics
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 thus
Supplemental Agreement.

KES Kingsburg, LP



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, sharebolder 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 donot and
will not conflict with, contravene of 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 Agreemexit has been duly
executed by or on bebalf of QF and PG&E as of the date first written above.

KES KINGSBURG, L.P.
A California Limited Partnership

By: PE - Kingsburg LLC,

A New York Limited Liability
Company, its General Partner

BY;M—

Name: dedO oS AN
President

PACIFIC GAS AND ELECTRIC
COMPANY

A California corporation

= e —

KES Kingsburg, LP



EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT — PAYMENT SCHEDULE

Legal Entity, Project Description Due Date
KES Kingsburg, L.P.,
PGA&E Laog No. 25C184
Outstanding A/R:  02/02/01
03aa/
04/03/01
05/04/01
04/17/01
Subfotal at 531704

Dabe

Hardship Paymants to Date: 08/18/01
06/29/01

0743101

0713001

98/15/01

08/30/01

0814101

09/28/01

10730101

013102

Net Amount Paysble TOTAL

Monthty Principal Amount (1/12)

BCHEDULE OF PAYMENTS Date
01131102
02/28/02
03/28K02
04/30/02
05/31/02
06120102
0731102
o8/38/02
09/30/02
10/31/02
11i21/02
12131102
TOTAL PAYMENTS:

ARV ANANYTOn

000“0““0‘0“““

Outstanding at
41601 pe?
Juty 12, 2001
Agresment

65,708,853.38
3,098,744.87
1,107,950.54

672,132.08

10,587,680.88

PRINCIPAL

BALANCE
10,587,680.88
10.348,635.93
10,143,201.55
9,938,656.94
9,766,072.16
9,575,098.80
9,373,68492
9,165,5611.79
8,960,687 51
8,960,687 .51
8,980,887.61
746,722.29

PRINCIPAL

BALANCE
8,960,667.51
8.213.945.19
7,467,222.90
€,720,600.61
5,973,778.32
5,227,056.03
4,480,333.74
3,733,611.45
2,986,889.18
2,240,166.87
1,493,444 58
748,722.29

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

Interest calculation will be adjusted accordingly ¥ paymaents
Each payment above is subject to adjustment for rounding error (upward

made other than on
ar downward) of not more than $4.00.

PRINCIPAL
Elapsed Day» PAYMENT
05/31/01
118
85
68
ri4
“
sse above $ -
PRINCIPAL
Elapsed Days PAYMENT
18 3 238,044 96
11 § 205,434.38
14 % 203,544 .61
17 % 173,584.78
18 $ 190,973.26
15 $ 201,5613.98
15 § 208,073.13
14§ 2034,844.28
a2z -
3 % -
$  1,827,013.37
PRINCIPAL
Elapsed Days PAYMENT
see above $ 748,722.32
28 % 748,722.28
2 s 74872228
32 748,722.29
S 748,722.29
28 % 74872228
333 74672229
30 § 746,722.29
31 3 748,722.29
318 74870229
27 % 748,722.29
34 8 74872228
¢ 8,080,887.51
the last PGAE business day.

Page 1 of 1

ACCRUED
INTEREST

5%

VR KR R

“MOG(’“““MMM

92,280.10
36,506.76
8,802.89
2,485 .97

140,074.72

ACCRUED

INTEREST
28,106.61
15,693.83
19,452.72
23,147.16
21,405.08
19,674.88
19,260.79
17,671.69
39,279.64
114,156,495
455,729.55

ACCRUED
INTEREST
465,729.56
31,505.54
2968431
20,459.73
25,368.10
20,048.98
20,253.56
15,343,681
12,684.05

9,513.04 -

5,523.70
3.477.88
658,572.058

TOTAL PAYMENT
$ 120245187
$ 778,227.83
$ 776,388.60
$ 7786,182.02
$ 772,090.39
$ 766,774.27
$ 768.975.85
$ 762,065.80
$ 758,408.34
S 756,235.33
$ 752,245.98
$ 750,200.17
$ 0615,239.308

<
-kA)

[
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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) (“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, e? 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 Agrecment 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 (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

Martinez 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
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.

(@) Imterest. All accrued prepetition and postpetition interest
due on the Prepetition Payables shall be paid on or before January 31,2002. Ifall
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 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).

Martinez 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)  Setoffs. To the extent that PG&E has or claims to have
any right to assert any existing or future right of sctoff 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.

(§  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 10 timely satisfy PG&E's postpetition obligations,
including the obligations under this Supplemental Agreement. The obligations of
PG&E under this Supplemental Agreement shail be binding on any trustee ina
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 Ageément. 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

Martinez 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 1o 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 10 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 shali 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 Partics 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
aceordance 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.

o O SEM,

Bruce C. Studley (__/
Vice President

PACIFIC GAS AND ELECTRIC
COMPANY

A California corporation

B%?ﬂw&%

Martinez Cogen, L.P.



Outstanding AIR
Dec-00 Jan01 Feb-01 Mar-01 apror 4:5:%1 5001 July
Legal Entity, Project Description Agresment
Outstanding A/R Outstanding A/R Outstanding A/R Outstanding AR Outstanding A/R
Due Date: 2/2i12001 3/2/2001 3130/2001 4130/2001 411712001
Martinez Cogen Limited Partnership,
PG&E Log No. 01C044 $ 6,174,53332 $ 2896,385.02 § 1,382,35068 $ 392,174.84 $ 22840882 § 11,053854.36
TOTAL $ 6,174,533.32 § 289638592 § 136235068 $ 392,174.84 $  226,40062 $ 11,053,864.38
Monthly Principal Amount (1/12) $ 921,184.53
Initial Default Date 2/212001 3/212001 3/30/2001 4/30/2001 4/17/2001
initial Payment Date 1/31/2002 113112002 1/31/2002 1/31/2002 113112002
Etapsed Days 383 335 307 276 289
Interest Rate (Annual) 5%
intereat amount at 01/31/2002 s 30703501 $ 13291634 $ 57,293.38 $ 1482743 3 9,04252 § $21,114.68
‘ PRINCIPAL PRINCIPAL ACCRUED TOTAL
SCHEDULE OF PAYMENTS Date BALANCE Elapsed Days  PAYMENT INTEREST PAYMENT
01/31/02 $ 11,053,854.38 seeabove $ 921,15453 $ 521,114.68 § 14422689.21
a2/28/02 $ 10,132,8990.83 28 $ 921,15453 $ 3886515 % 960,019.68
03/28/02 § 9,211,545.30 29 § 92115453 § 36,583.81 $  957,748.34
0413002 § 8,290,390.77 328 92115463 $ 38,341.44 § 95749597
05/31/102 § 7,369,238.24 31§ 92115463 § 31,294.02 § 952,448.55
06/28/02 $ 6,448081.71 28 $ 921,154.53 $ 24,732.37 § 945,886.90
07/31/02 $ 5.526,927.18 33 $ 92115453 § 24084.74 § 946,138.27
08/30/02 § 4805772685 3035 921,15453 3 18,027.83 §  940,082.36
09/30/02 $ 3,684,618.12 31 § 92115453 § 1564701 $§  938,801.54
10/31/02 $ 2,763,463.59 31§ 92115453 § 11,7356.28 $  932,689.79
12702 §  1,842,300.06 27 % 92115453 § 6,814.02 3 927 988.55
1213102 $ 921,154.53 34 $ 92115453 § 429031 $ 925444 84
TOTAL PAYMENTS: $11,053,854.36 $ 771,340.84 $ 11,825,195.00

EXHIBIT 4 TO SUPPLEMENYAL AGREEMENT -- PAYMENT SCHEDULE

234
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Interest calculation assumes payment made on last business day of the month for PG&E.
Interest calculation will be adjusted accordingly if payments made othes 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: Kenneth E. Smith To: John Pappas o i Date: 12/20/2001 Time: 11:59:32 4™ Page2of 8

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.
- 01C084) (“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, ef seg. ("Bankruptcy Code") in the
United States Bankruptcy Court for the Northem 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 (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 One Hundred and Four Thousand Six Hundred and Forty-Nine Dollars
and ninety six cents ($11,104,649.96), 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 ¢
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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 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 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.

(¢)  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).
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(@  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.

() 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
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.

()  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 shail be binding on any trustee in a Chapter 7 or
Chapter 11 bankruptcy case, and camot 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
ponpayment. 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
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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 n the Bankruptcy Case.

11.  Construction of Agreement. Counsel for the respective Parties
have reviewed and participated i 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
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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 bv 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: Ko &I

PACIFIC GAS AND ELECTRIC
COMPANY

A California corporation




EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT -- PAYMENT SCHEDULE

Dec-00 Jan-01 Feb-01
Legal Entity, Project Description

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

Due Date: 2/2/2001 3/6/2001 4/3/12001
PE - BERKELEY, INC,
PG&E Log No. 01C084 $ 2,717969.02 $ 3,008,390.86 $ 2,494,926.64
TOTAL $ 2,717969.02 $ 3,008,390.86 $ 2,494,926.64
Monthly Principal Amount (1/12)
Initial Default Date 21212001 3/6/2001 4/3/2001
Initial Payment Date 12/31/2001 12/31/2001 12/31/2001
Elapsed Days 332 300 272
interest Rate (Annual)
Interest amount at 12/31/2001 $ 12361174 $ 12363250 $ 92,961.65
PRINCIPAL PRINCIPAL
SCHEDULE OF PAYMENTS Date BALANCE Elapsed Days PAYMENT
12/31/01  $ 11,104,649.96 see above $§  925,387.46
01/31/02 $ 10,179,262.50 31 $ 925,387.50
02/28/02 $ 9,253,875.00 28 $  925,387.50
03/29/02 $ 8,328,487.50 20 $§ 925,387.50
04/30/02 $ 7,403,100.00 32 $ 925,387.50
05/31/02 $ 6,477,712.50 31§ 925,387.50
06/28/02 $ 5,552,325.00 28 $ 92538750
07/31/02 $ 4,626,937.50 33 3 925,387.50
08/30/02 $ 3,701,550.00 30 $§ 925,387.50
09/30/02 $ 2,776,162.50 31§  925,387.50
10/31/02 $ 1,850,775.00 31§ 925,387.50
11/27/02 § 925,387.50 27 $ 925,387.50
TOTAL PAYMENTS: $ - $ 11,104,649.96

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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Mar-01

5/4/2001

2,555,675.56
2,655,675.56

5/4/2001
12/31/2001
241

84,369.00

ACCRUED

INTEREST
436,169.72
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

Apr-01

Outstanding A/R
4/17/2001

327,787.88
327,787.88

A

4/17/2001
12/31/2001
258

$ 11,684.83

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

PO P PP OGP BPN

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

$
$
$

$

13, 2001
Agreement

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

436,159.72
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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) (“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, ef seq. ("Bankruptcy Code") in the United States Bankruptcy Qourt
for the Northern District of California, San Francisco Division (the "Bankrupicy 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 peanding 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 capacxty
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, 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.

-]

DEC-28-298:1 ©S:S7 13 S5z z41€ 98% F.ez



DEC.20.2081 12:38PM TRACTEBEL POWER _ NO.239 P.3/6

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.

(¢)  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

1)
0]
e
1

DEI-Zz-zaer 2SS 71T SSZ zalie



. DEC.20.2081 12:38PM TRACTEBEL POWER _ NO.23%9 P.4/6

of PG&E under this Suppleme]naf Agreement shall be binding on an.j;'mnrustee 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, Bankruptey 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 Bankuptcy 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 Apreement. 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 Bankmptcy Case.

A&7
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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 (2) 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 ]NC.%{Q

A Delaware corporation

o M

P.'.‘«:lzolu

PACIFIC GAS AND ELECTRIC COMPANY

A California corporation
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT -- PAYMENT SCHEDULE

Dac-00 Jan-01 Feb-01

Legal Entity, Project Description

Outstanding AR Outstanding A/R Outstanding A/R Outstanding AR

Due Date: 1/30/2001 3/2/2001 3/30/2001

RIPON COGENERATION INC,
PGBE Log No. 16C034 $ 466086323 § 4,661,11739 § 3,571,164.61
TOTAL $ 466086323 $ 4,661,117.39 § 3,571,164.81

Monthly Principal Amount (1/12)

Initial Default Date 1/30/2001 3/2/2001 3/30/2001

Initlal Payment Date 12/31/2001 12/31/12001 12/31/2001

Elapsed Days 335 304 276

Interest Rate (Annual) Co ,

interest amount at $2/31/2001 3 21388893 $ 194,108.81 § 135019.37

4 PRINCIPAL PRINCIPAL

SGCHEDULE OF PAYMENTS Date BALANGCE Elapsed Days  PAVMENT
123101 $ 17,399,281.00 see above § 1,449,940.12
01/31/02 $ 15,949,240.88 31 § 1,449,940.08
02/28/02 $ 14,499.400.80 28 § 1,449,840.08
03/29/02 $ 13,048,460.72 29 $ 1,449,840.08
04/30/02 $ 11,599,520.84 32 § 1,449.840.08
05/31/02 § 10,149,580.56 31 $ 1,449,940.08
06/28/02 § 8,699,640.48 28 $ 1,449,840.08
07/31102 $ 7,249,700.40 33 $§ 1,449,840.08
08/30/02 $ 5,799,760.32 © 30 $ 1,449,840.08
09/30/02 $ 4,349,820.24 31 $ 1,448,840.08
10/31/02 $ 2,890,880 16 31 $ 1,448,940.08
14/27/102 $ 1,449,940.08 27 $ 1.449,940.08

TOTAL PAYMENTS: $ 17,399,281.00

Interest calculation assumes payment made on !ast business day of the month for PGSE.
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 eror (upward or downward) of not more than $1.00.
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Mar-01

41302001

3,936,003.49
3,936,093.49

4/30/2001
1273172001
245

132,101.77

ACCRUED

INTEREST
£95,263.58
67,730.08
55,614.14
51,840.32
50,847.21
43,100.96
33,368.48
32,772.62
23,834.63
18,471.84
12,314.56
§,362.79
1,090,521.21

Outstanding A/R

9 N

Apr-01

41712001

570,042.28
570,042.28

41712001
1213172001
258

20,146.70

TOTAL

PAYMENT
2,145,203.70
1,517,670.18
1,506,554.22
1,501,780.40
1,500,767.29
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

Outstanding A/R

at 4/6/01 per July

13, 2001

Agreement

3 17,399,281.00
$ 17,399,281.00

$

$

1,449,940.08

695,263.58
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SUPPLE AL AG

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20,
2001, is made by and between UNITED COGEN, INC., a Delaware Corporation
(PG&E Log. N0.02C001) (“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 seg. ("Bankruptey 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

(“Assurpption 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
Thirteen Million Fourteen Thousand One Hundred Eighty Nine Dollars and fifteen
cents ($13,014,189.15 ), 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

02
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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). Thereafier, 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 instaliments 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).

Q]
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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 ocour 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. :

(®  Other Terms. The right of QF to receive all payments
hercunder 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 Bankruptey 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 Agrcement. The obligations of
PG&E under this Supplemental Agreement shall be binding on any trustee ina
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 requircment of obtaining an order
shortening time. QF reserves the right to seek, as appropriate relicf, 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
6. Entire Agge¢mcnt. 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
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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. Goveming 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 (¢) 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 Counterparts. This Supplemental Agreement may
be executed in separate counterparts, cach 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
exccuted by or on behalf of QF and PG&E as of the date first written above.

UNITED COGEN, INC.

A Delaware Corporation

PACIFIC GAS AND ELECTRIC
COMPANY

A California corporation

gl




Legal Entity, Project Description

Due Date:

UNITED COGEN, INC.,

PGAE Log No. 02C001

TOTAL
Monthly Principal Amount (1/12)

Initial Default Date

initial Payment Date

Elapsed Days

Interest Rate (Annual)

Interest amount at 01/31/2002

SCHEDULE OF PAYMENTS Date
01/31/02
02128102
03/29102
04/30/02
05/31/02
06/28/02
07/31/02
08/30102
09/30r02
1031702
14127102
12131702

TOTAL PAYMENTS:

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

EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT — PAYMENT SCHEDULE

Dec-00

Jan-01

Feb-01

Mar-01

Apro1

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

$
3

3

OB IAD N DN NNAN

2/2/01

3/6/01

413101

5436932356 § 2,744,480.80 § 2,259,410.53
$ 274448980 § 2,259,410.53

5436,932.36

272101
1731102
383

270,357.05

PRINCIPAL
BALANCE
13.014,189.15
11.929,673.36
10,845,157 .60
9,760,641 84
8,678,126.08
7,591,810.32
6,507,094.56
5,422,578.80
4,338,061.04
3,253,547.28
2,169,031,52
1,084 ,515.76

3/8101 4/3/01
1/31/02 1131702
3 303
S 12444193 % 93,781.01

PRINCIPAL
Elapsed Days PAYMENT
see above $ 1,084,515.79
28 $§ 1,084515.78
28 $ 1,084,515.76
32 §$ 108451576
31 $ 108451576
28 $ 108451576
33 § 1,084,515.78
30 $ 1,084,515.76
31 § 1,084515.76
31 § 1,084,515.76
27 $ 1,084,515.76
34 $ 1,084515.76
$ 13,014,189.15

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 ot more than $1.00.

Page 1 of 1

§/4/01

§ 227149358 §

$

2,271,493.58

5/4/01
1/31/02
272

84,638.47

ACCRUED

INTEREST
585,1686.92
45,757.65
43,083.50
42,786.38
36,843.82
29,118.51
2941563
22,284.57

18,421.91

13,816.43
8,022.45
5,051.17

879,768.94

3

GOBDRMNMANOSODN AN

AT

301,862.88
301,862.88

4/17/01
1731102
289

11,95048

TOTAL
PAYMENT
1,669,682.71
1,130,273.41
1,127,599.26
1,127.302.14
1,121,359.58
1,113,8634.27
1,113,831.39
1,106,800.33
1,102,937.67
1,008,332.19
1,092,538.21
1,089,566 .93
13,893,958.09

Qutstanding A/R
at 4/6/01 per
August 9, 2001
Agreemant

$ 13,014,189.15
$ 13,014,189.15
§  1,084,515.76

$ 585,166.92

1882/82/21

SZ:8e@

6Soo~148-0G9
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SUPPLEMENTAL AGREEMENT

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20,
2901, is made by and between WADHAM ENERGY LIMITED PARTNERSHIP
(PG&E Log. No. 12P018) (“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 Tile 11 United States Code Sections 101, ef seq. ("Bankruptcy Code") in
the United States Bankruptcy Court for the Northem District of California, San
Francisco Division (the "Bankruptcy Cougt”) on April 6, 2001;

B. WHEREAS, QF and PG&E are partics to that certain Agreement
dated as of July 12, 2001 ("Assumption Apreement”) respecting, among other things,
thie 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-
37923-DM (“Bagnkruptcy 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, 2014
annd 9019 of the Federal Rules of Bankruptcy Procedure;

E.  WHEREAS, the principal amount of payables for QF is set forth
ir: Attachment 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 ($ 7,814,574.38), excluding interest thereon (the "Prepetition
Payables"™);

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:liveries 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

W adham Energy, 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:

L 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
cijculation of accrued interest, any amounts paid to QF for “hardship payments” madc

pursuant to the July 5, 2001 order of the Bankruptey Court (“QF Order”™) shall be
netted against the Prepetition Payables to yield the “Net Amount” defined for QF as
saown 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
fiurther 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 "Interest Rate™) from the respective due dates of the principal amounts sct
forth on Attachment A to the Assumption Agreement until paid. Interest shall be
cilculated 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 intcrest
iz, payable,

4. Payment Schedule.

(8) Interest. 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
anount of interest due QF under this Supplemental Agreement on that date shall be
Three Hundred Twenty-Four Thousand Six Hundred Twenty-Eight Dollars and Ninety
Cents ($ 324,628.90 ). Thereafier, accrued interest on the cutstanding unpaid principal
anount of the Prepetition Payables shall be payable monthly in arrears on the
dzclining 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)
ejual 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.

Wadham Energy, LP



DEC-28-2801 12:33 "IAE ENERGY OPERATION CORP P.ga4-87

(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
d ae hereunder shall be made to QF in the amounts set forth in Exhibit 1 attached
hareto. Each of the payments above is subject to adjustment for rounding errors (either
u>warg or downward) of up to but no more than one dollar ($1.00).

{(d) Duc oriPlan 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

(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, FG&E
hereby waives such right of sctoff 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
owved 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
n ay have, if any, under the Contract.

()  Other.Terms. The right of QF to receive all payments
hereunder shall be entitled to administrative cxpense priority under Bankruptcy Code
Sactions 503 and 507(a)(1). QF shall have standing and reserves the right to object or
st:ek 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,
ir cluding the obligations under this Supplemental Agreement. The obligations of
P3&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.  Bankruptey C(}m 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
_ tkis Supplemental Agreement is not made on or before the date due, QF may make a
1 ofion to enforce this Supplementa] Agreement or seck other appropriate relief before
tte Bankruptey 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

Wadham Energy, 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
a)propriate.

7. Entire Agrecment. 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
r:lating to the assumption by PG&E of the Contract and the payment of the Prepetition
Fayables and supersedes and replaces any prior understanding, correspondence,
¢ mmitments or agreement, whether oral or written conceming the subject matters of
this Supplemental Agreement. Notwithstanding the preceding sentence, except to the
etent amended by this Supplemental Agreement, the terms of the Assumption
A greement remain in full force and effect; and any conflict between this Supplemental
A greement 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
explicitly statc 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 inserfed for convenience of reference only and do not
cnstitute a part of this Supplemental Agreement.

9.  Expenses. Each Party shall pay its own cxpenses, professional
fi:es and other costs connected with or associated with the negotiation and execution of
this Supplemental Agreement. In the event any Party breaches this Supplemental
A greement, 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.  Govemin gLaw;v This Supplemental Agreement is made and
eatered into in the State of California, and shall in all respects be interpreted and
govemed under the laws of Cahforma wnhout regard to principles of conflicts of law.

11.  Binding Agge_ment. ‘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.

W odham Energy, LP
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13. _R_cprescntatmg Each Party hereby represents and warrants to
cuch of the other Parties that (a) the execution of this Supplemental Agreement has
br:en duly authorized by all necessary corporate, sharcholder 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 asscts.

14,  Execution by Qoumgm ’I'lns Supplemental Agreement may
b executed in separate counterparts, each of thch when executed shall be an

original, but all of which, taken togcthcr shall consumte one and the same instrument.

IN WITNESS WHER.EOF, this Supplemcntal Agrcemcnt 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

)/

Vice President

PACIFIC GAS AND ELECTRIC
COMPANY

A Califomia corporation

<5 )

Wadham Energy, LP
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT -- PAYMENT SCHEDULE ™
O
OQutstanding at é’
4ief01 per |
Jubv 12, 2001 DENNCIDSY Accanen §
Legat Entity, Project Description Dus Date Agresment  Elapsed Qays PAYMENT INTEREST s
Wsdham Energy, L.P.,
PGAE Log No. 12P018 a5/31/04 % )
Outstanding A/R: 020201 $ 2,518.93044 118 $ 4068463 0l
030201 $ 2,044,971.27 %0 $  2B211.97 vt
03/30/M § 198867695 62 $ 16,880.13
04730101 §  1,246,073.08 31 $ 529154
04147701 17,922.04 44 $ 1048.03
Subtotal at 873101 $  7,814,574.39 sea above $ < §  88,188.30
PRINCIPAL PRINCIPAL ACCRUED b
Date BALANCE  Elapsed Days PAYMENT INTEREST
Hardship Paymonts to Date: 06/18/01 § 7,814,574.38 18 8 1B467515 §  15,268.81 %
0629001 .5 7,629,899.24 S $ - 12827803 $ 149711 2
O7H3/01 $  7.603,62021 14§ 12412633 § . 14,380.50 =
‘Or30/61 §  7,370.493.88 1778 0064448 $  17,185.12 L
081801 $- 727984942 - - 18 $ 11538874°$ 1595583 ﬁ
0813001 $ 7,184,450.68 15§ 12028419 §  14,72147 S
0914101 §  7,044,166.45 15 § 13615973 §  14.474.31 =
092801 § 680800876 14 5 15105560 §  13,24823 a
10/30/01 $ 6,756,951.18 2 - $ 2081951 <z
01131702 § 6,756,951.18 93 - % 88,081.71 a
Net AmountPayable TOTAL § €,766,951.18 152 § 1.057,623.23 § 324,628.90 %
Monthly Principal Amount (1/12) $  563,079.26
- PRINCIPAL PRINCIPAL ACCRUED TOTAL
SCHEDULE OF PAYMENTS Date BALANCE  Elapsed Days PAYMENT INTEREST PAYMENY
QU2 $ 675695116 secabove $ 563,07930 § 32462090 § 68770820
02/2802 $ 6193,871.88 28$ 56307926 $ 23765732 § 6£6.836.58
03/29/02 § 5,630,79260 29§ 58307926 § 2236880 $ 585448.16
0430002 § 5,067,713.34 328 563079.26 $ 2221463 $  585293.80
0531702 § 4,504,634.08 31§ 86307928 $ 1912027 § 58220853
0812802 § 3,941,554.62 28§ 56307926 $ 1511820 §  578,197.55
o302 $  3,378,475.56 338 56307926 § 1527288 § 57835182
08/30/02 $ 2,815,396.30 30% 56307926 § 1157012 S 57464938
09730002 § 2,252,317.04 3§ 56307926 $  $56463 $  572643.89
143102 $ 1,.889,237.78 31§ 56307926 § 717348 $  570252.74
1412702 5 1,128,158.52 27§ 56307928 § 415524 §  567,244.50
123102 §  563,079.26 34 s 56307926 $§ 262256 $  565701.82
TOTAL PAYMENTS: $ 075695116 § 47758590 $ 7,234,537.06 o
Q
_\]
Interast calculation assumes payment made on last business day of the month for PG&E. «5}

Intsrast calculation wit be adjusted acocordingly if paymenis made other than on the last PGAE business day.
Each payment abovd is subject to adjustment for rounding error {upward or dowanwarnd) of not mone than $1.00,

Page Tof 1
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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)
(“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 bankruptey petition
pursuant to Title 11 United States Code Sections 101, ef 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 (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
Three Hundred Thirty Four Thousand Five Hundred Thirty Two Dollars and Sixty -
Cents ($334,532.60), 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; .



Dec.20. 2001 11:39AM No.3010 P. 3

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 capitatized 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) Imterest. All accrued prepetition and postpetition interest
due on the Prepetition Payables shall be paid on or before January 31, 2002. Ifall
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.

() 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.

S
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(¢) 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.

(  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
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

3
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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.
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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 COGENINC., A
California corporation '

By;'[&xa&pgpit:_.

Harold E. Dittmer
President

PACIFIC GAS AND ELECTRIC
COMPANY

A California corporation

BYW‘M@V\.
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT — PAYMENT SCHEDULE

Legal Entity, Project Description
Due Date:

SANTA MARIA COGEN, INC.,
PG&E Log No. 18C026
TOTAL
Monthly Principal Amount (1/12)

initial Default Date
Initial Payment Date
Elapsed Days

Interest Rate (Annual)

interest amount at 01/31/2002

SCHEDULE OF PAYMENTS Date
01/31/02
02128102
03/28/02
04/30/02
05/31/02
06/28/02
07/31/02
08/30/02
09/30/02
10/31/02
11127102
12/31/02
TOTAL PAYMENTS:

Outstanding A/R Outstanding A/R Outstanding A/R Outstanding AR

$
$

$

PH B BB DBOBBHBBLLOLOH

Dec-00

Jan-01

2/2101 3/6/01
246,231.50 § 88,301.10
246,231.50 $ 88,301.10
212101 3/6/01
1131102 1131102
363 33
12,244.11 $ 4,003.79
PRINCIPAL
BALANCE Elapsed Days
334,532,60 see above
306,654.92 28
278,777.20 29
250,899.48 32
223,021.76 31
195,144.04 28
167,266.32 33
139,388.60 a0
111,510.88 3
83,633.16 KX
§5,755.44 27
27,877.72 34

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

$
$

$

Feh-01

413101

4/3/01

1/31/02

303

PRINCIPAL
PAYMENT

$

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

27,877.68
27.871.72
27,877.72
27,877.72
27.871.72
27,877.72
27,8771.72
27,871.72
27,877.72
27.877.72
27,877.72
27.877.72
334,532.60

©“ &

Mar-01

5/4/01

5/4/01
1/31/02
272

AGCRUED

INTEREST
16,247.90
1,176.21
1,107.47
1,099.83
947.08
748.50
756.14
572.83
473.54
366.15
206.22
129.84
23,820.71

Qutstanding A/R
at 4/6/01 per
July 13, 2001

Agreement

Apr-01

Qutstanding A/R
417101

334,532.60
334,532.60
27.877.72

o
[
L

4/17/01
1131102
289

3 - $ 16,247.80

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
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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 segq. ("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 (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
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
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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
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.

(¢)  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).

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 Prepetition Payables and all interest accrued thereon shall be paid on such Plan
Effective Date.

(¢)  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. Defauit. 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
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relating to the Interest Rate and the payment by PG&E ofthe 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, correspondernce,
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 drafier 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, sharcholder 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
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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 partoership,

By: //MO ¢ Djt_
Harold E. Dittmer,
President

Yuba City Cogen Inc.
Its General Partner

PACIFIC GAS AND ELECTRIC
COMPANY

A California corporation
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT -- PAYMENT SCHEDULE
?

Qutstanding A/R
at 4/6/01 per

Dec-00 Jan-01 Feb-01 Mar-01 Apr-01 July 13, 2001
Legal Entity, Project Description Agreement
Outstanding A/R Outstanding A/R Outstanding A/R Outstanding A/R Outstanding A/R
Due Date: 2/2101 3/6/01 4/3101 5/4/01 417101
YUBA CITY COGEN PARTNERS, L.P.,
PG&E Lag No. 12C026 $ 464467920 $ 1,892,21582 § - 5 - $ 10,775.00 $ 6,547,670.02
TOTAL $ 454467920 $ 1,892,21582 % - $ - $ 10,775.00 $  6,647,670.02
Monthly Principal Amount (1/12) $ 545,639.17
Initia! Default Date 2/2/01 3/6/01 4/3/01 54101 4117101
fnitial Payment Date 1/31/02 1131102 1/31/02 1731102 1/31/02
Elapsed Days 363 331 303 272 289
interest Rate (Annual) 5%
interest amount at 01/31/2002 $ 23096145 § 85,797.73 $ - $ - $ 42657 $ 317,185.75
PRINCIPAL PRINCIPAL ACCRUED TOTAL
SCHEDULE OF PAYMENTS Date BALANCE Elapsed Days PAYMENT INTEREST PAYMENT
. 01/31/02 $ 6,547,670.02 seeabove $ 545639.15 $ 317,18575 § 862,824.90
02/28/02 $ 6,002,030.87 28 § 54563917 $ 23,021.49 § 568,6680.66
03/29/02 $ 5486,391.70 290 $ 54563917 § 2167608 § 567,315.25
04/30/02 $ 4,810,752.53 32 § . 54583917 $ 21,526.59 $ 567,165.76
06/31/02 $ 4,385,113.36 31 § 54563817 $ 18,536.78 $ 564,175.95
06/28/02 $ 381947419 28 § 54563917 § 1465004 § 560,289.21
07131102 $ 3,273,835.02 33§ 54563917 % 14,799.53 $ 560,438.70
08/30/02 $ 2,728,195.85 30 $ 54583917 & 1121176 $ 556,850.93
09/30/02 §$ 2,182,556.68 31§ 654563917 § 0,268.39 § 554,907.56
10/31/02 $ 1,636,917.51 31 $ 54563917 §- 6,951.28 § 552,5680.46
14/27/02 § 1,091,278.34 27 § 54563917 § 403623 $ 549,675.40
12731102 % 545,639.17 34 $§ 54563917 $ 254133 3§ 548,180.50
TOTAL PAYMENTS: $ 6,547,670.02 $ 46540826 $ 7,013,075.28

Interest calculation assumes payment made on last business day of the month for PGSE.
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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S TAL AGREE

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20,
2001, is made by and between WHEELBRATOR HUDSON ENERGY CO. INC.
(PG&E Log No. 13P162) ("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, er seg. ("Bankruptcy Code”) in
the United States Bankruptcy Court for the Northern District of California, San
Francisco Division (the "Bankrupicy Court") on April 6, 2001;

B. WHEREAS, QF and PG&E arc parties to that certain Agreement
dated as of July 13, 2001 ("As ion 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

“Assumprion Order”);

C. WHEREAS, PG&E's Chaprer 11 bankruptcy case, Case No. 01- -
30923-DM ("Bankmupicy Case"), remains pending in the Bankrupicy 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 Artachment 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 "Prepetition Payables™);

F. WHEREAS, starting on or about February 2, 2001 (the "Iniual
Default Date"), PG&EF failed to pay the full amount due to QF under the Conrract 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 negonarted in good faith by
the Parties; and

Wheetaorate: - HUDSON Suppiemental Agreement 12-15-01
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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 condirions 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 Assumpuion Agreement.
2. Calculations and Rate of Intergst. The outstanding principal

balance of the Prepetition Payables shall bear interest art a rate of five percent (5%) per
annum (the "[nterest Rate") from the respective due dates of the principal amounts set
forth on Attachment B 1o 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) occurning during the period for which interest
1s payable.

3. P edule.

(a) Interest. All accrued prepetition and postpelnion interest
due on the Prepetition Payables through January 31, 2002 shall be paid on or before
January 31, 2002. If all accrued prepention 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 Eighty Nine Thousand Eight Hundred Thirty Eight Dollars and
Eighry 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 Prepenition Payables have been
paid in full.

(b)  Principal. Notwithstanding the terms of any plan of
reorgamzanon 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)  Separare Pavments. Unless designated to the contrary in

writing at least one (1) week in advance ot 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 10 QF in the amounts set forth in Exhibit 1 attached
hereto. Each of the payments above 1s subject 1o adjustment for rounding errors
(erther upward or downward) of up 10 but no more than one dollar ($1.00).

wheetsgizier — HUDSON Suppiemental Agicement 12-18-01
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(d)  Due on Plan Effective Date. If the Plan Effective Date of
any plan confirmed in the PG&E Bankruprcy Case shall occur before the Prepetinon
Payables and all interest accrued thereon has been paid in full, the remaining balance
of the Prepetinon Payables and all interest accrued thereon shall be paid on such Plan

Effective Date.

(¢)  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 rerains any and al] seroff 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) OuherTerms. The rights of QF to receive all payments
hereunder shall be entitled 1o 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 sansfy PG&E's postpetition obligations,
including the obligations under this Supplemental Agreement. The obliganons of
PG&E under this Supplemental Agreement shall be binding on any nrustee in a
Chapter 7 or Chapter 11 bankruptcy case, and cannot be altered, amended or modified
by any plan of reorgamzation or other order or ruling in the PG&E Bankrupicy Case.

4, Withdraws]l Of Claims. Except for those administrative claims
specifically provided for by paragraph 3(g) hereof, QF waives its right 1o file any
Bankruptcy Code Section 503 administranve 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 1o this Supplemental Agreement. QF further agrees to forgo any rights it
may have 1o amend such withdrawn claims.

wheelabiate: — HUDSON Supplemenial Agiceinent 12-18-01
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5. Bankruptcy Court Approval. This Supplemental Agreement is

subject 1o Bankruptcy Court approval and shall not become effective until entry of an
order approving this Supplemental Agreement.

6. Default. [n the event that any payment required 1o be made under
this Supplemental Agreement is not made on or before the date due, QF may make a
motion 1o enforce this Supplemental Agreement or seek other appropriate relief before
the Bankruptcy Court on seven (7) calendar days' notice. QF shail not be required to
commence an adversary proceeding or other suit and may proceed by noticed mouion
on seven (7) calendar days' notice without the requirement of obtaining an order
shortening time. QF reserves the right 1o 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 10 assert that acceleration is not
appropriate.

7. Enure Agreemenr. This Supplemental Agreement, together with
the Assumption Agreement, sets forth the entire agreement between the Parties
relaung to the Interest Rate and the payment by PG&E of the Prepetition Payables
relating to the assumption by PG&E of the Conwact and the payment of the Prepetition
Payables and supersedes and replaces any prior undersianding, correspondence,
comrmutments or agreement, whether oral or written concerning the subject marters 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 Assumprion Agreement shall be resolved in favor of this
Supplemental Agreement. Any modification or amendment 1o this Supplemental
Agreement must be in writing and must be signed and dated by the Parties, and must
explicitly state that i1 1s 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.

0. 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 evenr any Party breaches this Supplemental
Agreement, the breaching Party shall pay all costs and expenses (including anorneys’
fees and expenses) incurred by the other Party ot Parties in connection with or ansing
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.

Wiheeladrfatel - BUDSON Supplemeniat Agreemeit 12-,8-0!
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11. Binding Agresment This Supplemeatal J_\g:eﬁnentshallbe
binding upon and inure o the benefit of the successars and assigns of the Parties
hereto, including any wustee appointed in the Bankrupicy Case.

12. Copstuction of Agreement. Counsel for the respective Parnies

~ have yeviewed and participated in the drafting of this Supplemental Agreement.

Consequently, the principle of constction of contracts that arbiguities shall be
resolved against the draficr <hall not be used or applied in the interpretation of this
Supplemental Agreement.

13. Represcntations. Each Party hereby represcuts and warrants to
each of the other Partics that (2) the execution of this Supplemental Agreement has
been duly authorized by all nccessary casporate, sharsholder and similar actions; (b)
this Supplemental Agreement has been duly exccutcd and delivered and constitutes the
legal valid and binding pbligation of such Party, enforcesabls against such Party in
accordance with its terms; and (c) the sxecution and delivery of this Supplemenial

Agrecment and the performancs by such Bxxty of its oblijgations hereunder do not and

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

- contract applicable 10 ar binding on such Party or any of its properties or asscis.

kacaivog

14. Execution by Counterparts. This Supplemental Agreement may

be execurzd in separate counterpasts, each of which when executed shall be an
original, but all of which, taken together, shall constitute onc and the sams IMeTumERT.

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

Wheelabrator Hudson Energy Co. Inc,, Pacific Gas and Electric Company,

2 Delaware corporaton a California corporation

By: ﬁi&ﬁgﬁx \(\L.Eﬁ..a.._. By: @v/ M
. —

Name: _Rooney 1. MorTEnSEn NameJOSERA C. ‘H% l

Tide: _ASS 1STAWT T REASURER Tiﬂezm P
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Legal Enlily, Project Description

Wheelabrator Hudson Energy Co.
inc., PG&E Log No. 13P162
TOTAL
Monthly Principa! Amount (1/12)

Inifial Defaull Dale

Inthial Payment Dale

Elapsed Days

Interest Rale (Annual)

inerest amount af 01/31/2002

SCHEDULE OF PAYMENTS

TOTAL PAYMENTS:

EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT -- PAYMENT SCHEDULE

Due Date:

Dale
01/31/02
02/28/02
03/29/02
04/30/02
05/31/02
06/28102
07/31/02
08/30/02
09/30/02
10/31/02
1127102
12131102

Oufstanding AIR Outsfanding A/R Outsfanding A/R Outstanding A/R

3
3

$

€PN U A LR EB PR N PRPOILS

Dec 00

2/2{2001

423,411 52
423411 52

2/212001
1/31/2002
363

21,054 57

PRINCIPAL
BALANCE

2,080,609 94
1,807,225 76
1,733,841 60
1.560,457.44
1,387,073.28
1,213,688.12
1,040,304.96
666,920.80
693,536 64
520,152.48
346,768.32
173,384.16

Jan-01

Interest calculalion assumes payment made on las! business day of the month {or PGSE.
Interest calculation will be adjusted accordingly if payments made ofher than on the las! PG&E business day.

Each payment above is subject lo adjustment for rounding error {upward or downwatd) of no! mote than $1.00.

Page 10t 1

Feb-01

3/212001 3130/2001

$ 466,30337 & 512,386.06

§ 46630337 § 512,386 06
31212001, 3130/2001
1/31/2002 1/31/2002

335 307

3 21,3885 ¢ 21,548.29

PRINCIPAL
Elapsed Days PAYMENT

see above $ 173,384.18

28§ 173,384.%6

29 $ 173,384.16

32 § 173,384.16

3% 173,384 16

28 § 173,384.16

33 % 173,384.16

30 $ 173,384.16

31 % 173,384.16

31§ 173,384.16

27 % 173,384 16

34 $ 173,384 16

$ 2,080,609.94

Frars

Mar-01

4/30/2001

575,257 71
575,257.71

4/30/2001
1/31/2002
276

21,749.47

ACCRUED

INTEREST
89,836.80
7,315.38
6,887.86

6,840.36
5,880.31
4,655 25
4,702 75
3,562.69
294516
2,208.87
1,282.57
807.54
136,937.55

Apr-01

Oulstanding A/R
411712001

$ 103,251.28
$ 103,251.28

417/2001
1/31/2002
289

$ 4,087 62

TOTAL
PAYMENT
$  263,22298
$  180,699.55
$ 180,272 02
$ 180,224 52
$ 179,274 47
$  178,039.41
$  178,086.91
$  176,946.85
$  176,328.32
$ 17559303
$ 174,666 73
$ 174,191 70
$ 2,217.547.49

Outstanding A/R
af 4/6/01 pet
July 13, 2001

Agreememt

2,080,609.94
2,080,608.94
173,384.16

PV QPPN

$ £9,838.80

10-02-28¢

wdpz: |0
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6653922611+
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Exhibit 2 10 Supplemental Agreement

This page is intentionally left blank.
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SUPPLLEMENTAL 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 1o herein as the "Parties” or

singularly as a "Party.”
WITNESSETH

A.  WHEREAS, PG&E filed a Chapter 11 bankrupicy petition
pursuant to Title 11 Unired States Code Secrions 101, ez seg. ("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 1o that certain Agreement
dated as of July 13, 2001 ("Assumpnon Agreement”) respecting, among other things,
the assumption by PG&E of that certain contmract hsted therein (the “Conrract") 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 ("Rankrupicy Case"), remains pending in the Bankruptcy Courr,

D.  WHEREAS, pursuant to the Assumption Order, PG&E assumed
the Contract pursuant 1o 11 U.S.C. Secrion 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 Antachment B o 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 "Imual
Default Dare"), PG&E failed to pay the full amount due o QF under the Conmract for
deliveries of energy and capacity for the period between December 1, 2000 and April
6, 2001,

G.  WHEREAS, the Assumption Agreement provides thart the Interest
Rate, as defined in the Assumption Agreement, should be negonated in good faith by
the Parues; and

wheelabialer Snasts dupplementul Agreement 12+1R-0]
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H. WHEREAS, the Parties have negouated the provisions set forth in
this Supplemental Agreement respecting the Interest Rate and payment of the
Prepeunion 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 1o It in the Assumpnon 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 "[nterest 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
1S payable. '

3. Payment Schedule.

(a)  Interest. All accrued prepeutnion 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 postpetinon interest is paid on January
31, 2002, the 1otal amount of interest due QF under this Supplemental Agreement on
that date shall be Eight Hundred Ninety Five Thousand Eight 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 unnl the Prepetition
Payables have been paid in full.

(b)  Principal. Norwithstanding the terms of any plan of
reorganization filed by PG&E or by any other party in the Bankrupicy 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.

() Separate Paymenis. Unless designated 1o the contrary in

wrnnng at least one (1) week in advance of the payment date, all paymensts of the sums
set forth in Attachment B 10 the Assumption Agreement and the principal and mterest
due hereunder shall be made 1o QF in the amounts set forth in Exhibit 1 attached
hereto. Each of the payments above 1s subject 10 adjustment for rounding errors
(erther upward or downward) of up 1o but no more than cne dollar ($1.00).

Waeeladitie: $5892 duppiemental Agicztient 2-18-01
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(d)  Due on Plan Effecrive Daze. If the Plan Effecuve Date of
any plan confirmed in the PG&E Bankruptcy Case shall occur befare the Preperiion
Payables and all interest accrued thercon 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.

(¢)  Seroffs. To the extent that PG&E has or claims 1o have
any right to assert any existing or future right of setoff as a defense 10 ot reduction of
any of its obligations to pay the Prepention Payables and/or interest thereon, PG&E
hereby waives such right of setoff with respect 1o such obligations, but only with
respect to such obligations. Provided PG&E is not in default of its payment
obhgations under this Supplemental Agreement, QF shall not setoff any obligarion
owed 1o 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 1t
may have, if any, under the Contract.

63) ont . . 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 nght of QF 10 receive all payments
hereunder shall be entitled 1o administrative expense priority under Bankruptcy Code
Sections 503 and 507(a)(1). QF shall have standing and reserves the right 1o object or
seek other relief in the Bankruptcy Court in the event that PG&E's cash reserves fall
below what is reasonably necessary 1o 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 ina
Chapter 7 or Chapter 11 bankrupicy case, and cannot be altered, amended or modified
by any plan of reorganization or other order or ruling in the PG&E Bankrupicy Case.

4. Withdrawal Of Claims. Except for those administranve claims
specitically provided for by paragraph 3(g) hereof, QF waives 1ts right to file any
Bankruptcy Code Secrion 503 administrative expense claims based on services
provided the estate through and including November 30, 2001. Furthermore, QF
agrees 1o waive and withdraw any and all claims or proof of claims it has filed in
PG&E's Chapter 11 case withia seven (7) days of entry of a bankruptcy court order
approving this Supplemental Agreement, except those claims specifically reserved in
Extubit 2 to this Supplemental Agreement. QF further agrees to forgo any rights 1t
may have 1o amend such withdrawn claims.

w heclaorate: Shasta Suppiemental Agicement 12-1%-01
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5. Bankrupicy Court Approval. This Supplemental Agreement 1s

subject to Bankruptcy Court approval and shall not become effective unul entry of an
order approving this Supplemental Agreement.

6. Default. 1n the event that any payment required 10 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' nouce. QF shall not be required 1o
commence an adversary proceeding or other suit and may proceed by noticed motion
on seven (7) calendar days' notice withour the requirement of obtaining an order
shortening time. QF reserves the right to seek, as appropriate relief, thar 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 1o assert that accelerarion is not
approprate.

7. Entire Agrcement. This Supplemenral Agreement, together with
the Assumption Agreement, sets forth the enure agreement berween the Parties

relanung 1o the Interest Rate and the payment by PG&E of the Prepetition Payables
relating 1o the assumption by PG&E of the Contract and the payment of the Prepetition
Payables and supersedes and replaces any prior understanding, correspondernce,
commitments or agreement, whether oral or written concerning the subject marters of
this Supplemental Agreement. Norwithstanding 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 Assumprtion Agreement shall be resolved in favor of this
Supplemental Agreement. Any modificanion or amendment to this Supplementat
Agreement must be i wnting and must be signed and dated by the Parties, and must
explicnily 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 negortiation and execunon 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 ot such breach.

10.  Goveming Law. This Supplemental Agreement is made and
entered mnte 1n the State of California, and shall m all respects be interpreted and
governed under the laws of California, without regard 1o principles of conflicts of law.

Wiectadiale: Sty Suppleaientar agrecnent 1241 8¢
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11. Bipding Agrcement. This Supplemental Agreement shall be
pinding upon and inure To the bensfit of the successors and assigns of the Parties
Lereto, inciuding any wusicc appointed in the Bankrupwey Case.

12.  Construction of Agreement. Counsel for the respective Parties

. pave reviewed and participated in the drafting of this Supplemental Agrcement.

K8Co1vag

Conscquently, the principle of construction of contracts that ambiguines shall be
resalved against the drafter shall not be used or applied in the interpretation of this
Supplemental Agrecment.

13. Represepiations. Each Party hereby represents and warraats to
cach of the other Parties that (a) the execution of this Supplemeatal Agreement has
been duly amhorized by all aecessary corporate, shareholder and similar actions; (b)
this Supplemental Agreement has been duly executed and deliversd and constmtas the
legal valid and binding obligation of such Party, enforceable against such Party n
accordance with its terms; and (c) the execution and delivery of this Supplemental
Agreement and the perfommance by such Party of its obligations hereunder do nat and
will not conflict with, contravene or breach, any law, judgment, order or material

_coptract spplicable wo or kinding an such Party or any of itS properties or asscts.

14. Execution by Countarparts. This Supplemental Agreement may
be executed i scpar@l counterparrs, cach of which when executed shall be an
original, but all of which, taken iogether, shall consTwte one and the same instrurnent.

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

Wheelabrator Shasta Energy Co. Iuc., Pacific Gas and Electric Company
a Delaware COrporanon a California corporation

By: ‘ﬁe%@_m By: -
Name: Repngy D DARTEnsed Name: - JOSSPA_C - Neve:
Tide: M SOETART _ UREASWRSR Tiﬂezw WP

Wheelobraser Shass Supgicmenaal Agrocmnant 12.18-01
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Legal Entlty, Project Dascription

Wheelabrator Shasta Energy Co. Inc.,
PGA&E Log No. 13P045 .

TOTAL

Monthiy Principal Amount (1/12)

Iniial Defaull Date

Imfial Payment Dale

Elapsed Days

Inferest Rate (Annual)

Interest amount at 01/31/2002

SCHEDULE OF PAYNENTS

TOTAL PAYMENTS:

EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT -- PAYMENT SCHEDULE

Due Date:

Date
01/31/02
02/28/02
03/29/02
04/30/02
05131102
06/28/02
07/31/02
0B/30/02
09/30/02
10/31/02
11127102
12131102

Oulstanding A/R Ouistanding A/R Oulstanding AfR Outstanding A/R

§
$

$

F R R R AR R R L R LR R

Dec-00

2/212001

Jan-01

3/2/2001

8,914,080.28 $ 4,372,505 41
B.914,080.28 § 4,372,505.41

2/2{2001
1/31/2002
363

443,261.80 §

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
8,169,123.10
8,527,298.48
4,895 473.86
3,263,649.24
1,631,824.62

31212001
1/31/2002
335
200,656.07
Elapsed Days
see above
.28
29
3z
31
28
33
30
3
3
27
34

Interest calculalion assumes payment made on las! business day of the month for PGEE
Interes! calcutation will be adjusted accordingly If payments made other than on the last PGBE business day.

Each payment above is subject 1o adjusiment for rounding enor (upward or downward) of nol more than 31.00.

Page 1 ol 1

5
b

$

Feh-01

3/30/2001

3,046,351.46
3,046,351.46

3/30/2001
173112002
307

128,113.68

PRINCIPAL
PAYMENT

$

b
$
$
$
$
$
$
Y
$
$
)
$

1.631,624.63
1,631,824 .62
1,631,824.62
1,631,824.02
1.631,824.62
1,631,824 62
1,631,824.62
1,631,824 62
1,631,824 62
1,631,824.62
1,631,824 62
1,631,824 62

19,581,895.45

¥
$

€«

YA R PN B PN E

Mar-01

4/30/2001

2,719,604.96
2,719,604.96

4/30/2001
113112002
276

102,823 42

ACCRUED
INTEREST
895,811.56
68,849.59
64,825.91
64,378.83
55,437.33
43,813.37
44,260.45
33,530.64
27,718.66
20,769.00
12,071.03
7,600.28
1,339,086.65

Apr01

Outstlanding AIR

o« o

WYL R A PR RPLR PR

4/17/2001

529,353.34
529,353.34

4/17/2001
11312002
289

20,956 59

TOTAL
PAYMENT
2,527,636.19
1,700,674.21
1,686,650 53
1,696,203 45
1,687,261 95
1,675,637 99
1,676,085 07
1,665,355 26
1,659,543 28
1652,613.62
1,643,895 65
1,639,424 90
20,920,982.10

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

Agreement

19,581,895.45
19,581,895.45
1,631,824.62

o, P

$ 895,811.56

10-02-389

wdaz: |0
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B8G39.261p+
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SuU INT

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20,
2001, is made by and berween WHEELABRATOR LASSEN INC. (PG&E Log No.
13C082) ("QF ") and PACIFIC GAS AND ELECTRIC COMPANY ("PG&E™). QF
and PG&E are sometimes referred 1o herein as the "Parnes” or singularly as a "Party.”

WITNESSETH

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition
pursuant 1o Title 11 United States Code Sections 101, er seq. ("Banknuprcy Code") in
the United States Bankruptcy Court for the Northern District of California, San
Francisco Division (the "Bankmuptcy Court”) on April 6, 2001;

B. WHEREAS, QF and PG&E are parties 10 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 Chapier 11 bankrupicy case, Case No. 01-
30023-DM ("Bankruptcy Case"), remains pending in the Bankrupicy 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 Antachment B to the Assumption Agreement for a total principal amount duse 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 "Prepenition
Payables");

F. WHEREAS, starting on or about March 30, 2001 (the "Ininal
Default Date"), PG&E failed to pay the full amount due to QF under the Conuracr 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 Assumpnon Agreement, should be negoriated in good faith by
the Parues; and

W hew labialer — | 33sen Supplemental Agreement 12-18-01
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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 Assumpfion 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 Rare") from the respective due dates of the principal amounts set
forth on Amachment 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 inwerest
is payable.

3. Payment Schedule

(a)  Interest. All accrued prepetition and postpetinion inferest
due on the Prepetition Payables through January 31, 2002 shall be paid on or before
Jannary 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). Thereafier, 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 unul 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 conrtinuing at the end of each month thereafier 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 paymenrts of the sums

set forth 1n Attachment B 10 the Assumption Agreement and the principal and interest
due hereunder shall be made 1o QF in the amounts set forth in Exhibit | attached
hereto. Each of the payments above is subject 10 adjustment for rounding errors
(either upward or downward) of up to but no more than one dollar ($1.00).

WneziiDioater - Lasaeh Supplenenlit Agivemient i 2-1%8-01
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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 Prepention
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 1o have
any right to assert any existing or future right of setoff as a defense 1o 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 1o such obligations, but ocnly with
respect to such obligations. Provided PG&E 1s 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 1o 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. '

()  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 Conmact. Norwithstanding the foregoing and unless otherwise directed by the
California Public Unlities Commission, PG&E shall make payments to QF within 15
days of the end of each monthly hilling period. -

(g)  Other 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 10 object or
seek other relief in the Bankrupicy 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 2
Chapter 7 or Chapter 11 bankruptey case, and cannot be altered, amended or modified
by any plan of reorgamzation 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
Bankruptey Code Section 503 administrative expense claims based on services
provided the estate through and including November 30, 2001. Furthermore, QF
agrees 1o 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 bankrupicy court order
approving this Supplemental Agreement, except those claims specifically reserved in
Exhibit 2 1o this Supplemental Agreement. QF further agrees 10 forgo any rights it
may have to-amend such withdrawn claims.

Wheelabrater  Luassen SuppleMental Agrecnent [2-18-U
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5.  Rankruptcy Court Approval. This Supplemental Agreement is
subject 1o Bankruptcy Court approval and shall not become effective untl 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 1o enforce this Supplemental Agreement or seek other appropriate relief before
the Bankruptcy Court on seven (7) calendar days' notice. QF shall not be required 10
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 1o seek, as appropriate relief, that the enure
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. Entire Agresment. This Supplemental Agreement, together with
the Assumption Agreement, sets forth the entire agreement between the Parues
relating 1o the Interest Rate and the payment by PG&E of the Prepention 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,
commmutments or agreement, whether oral or written concerning the subject matters of
this Supplemental Agreement. Notwithstanding the preceding sentence, exceptio the = |
extent amended by this Supplemental Agreement, the terms of the Assumprion
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 Parues, and must
explicitly state that it is intended to be an amendment 1o or modification of this
Supplemental Agreement.

8. Descriptive Headings. The descripuve 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 connecton with or anising
out of such breach.

10  Goveming 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.

W heeabrater — Lansea Suppieianta, Agreement 12-13-0
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et This Supplemennal Agreanen!sﬁﬁu be

binding upon and inure 1o the benefit of the successors and assigns of the Parties

nereto, inclnding agy Tustes appointed in the

12. Copstuction of

Bankruptcy Case.

'+ Counsel for.the respective Parties

- .

jowed and parficipate dmt‘nCdtaﬁingofthisSupplemem_alw
hca:::s:l?ﬁnﬂy, the ;i*inciple of construction of copiacts that ambiguies shall be

resdvedagainﬂﬂ:ednﬁa‘shallmtbe

Supplemental Agreement-

ased or applied in the interpretation of ibis

13. Represenmtions. Each?arwhaebyrepm@ﬂmnmb

each of the other Parties that {2) the execution of this Supplemema} Agreement has

14. Execurion hy Counferpdlls

. This Supplcmentl Agrecment may

sharcholder and similar astions; ®)

dtﬂye:wanedanddekveredandwnsrmmme

be execuied in separate co\mtetpam, éachofwhichwhenexecuxedshallbe an

original, but all of which, zzken together, shall constitute one and the same instument.

N WITNESS WHEREOF, this Supplemental Agreement has boen dnly
executed by or on bebalf of QF and PG&E as of the date first written above.

Wheelabrator Lassen Inc.
a Delawars carporadon

py: (s );I_&_&‘L@usx —

Name: (] L‘L[_l;&wﬂ v &ch
Tide: Vies ‘@4‘-&;@

Wheelsbrater — Lasscn Supplomenzl Agreament 12-180)
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Pacific Gas and Electric Company.
a California corporation

B‘yé‘;éuyv( ’b%kv—

Name: en C “I\ZSAZI
e Dyoezde BRI

To=DAVIS WRIGKT TREMAIN Psge (2



EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT -. PAYMENT SCHEDULE

Legal Entity, Project Description

Dec00

Jan-01

fFeb01

Outstanding AR Outstanding A/R Outsfanding AR
Due Date: 2212001 3/212001 313072001
Wheelabrator Lassen Inc.,
PGAE Log No, 13C082 $ 56,022.33
TOYAL $ - $ 56,022,33
Monthly Principal Amount (1/42)
Intfal Defaull Date 2{2/12001 3/2/2001 3/30/2001
Inihial Payment Date 1/31/2002 13112002 1/31/2002
Elapsed Days 363 335 307
Inleres! Rale (Annual) 5% ’
Intetes! amount at 01/31/2002 $ - - % 2,356,01
PRINCIPAL PRINCIPAL
SCHEDULE OF PAYMENTS Date BALANCE Elapsed Days PAYMENT
01/31/02 % 6,667,976.76 see above $ 555,664.73
- 02/28/02 § 6,112,312.03 28 & 555,664.73
03/28/02 $ 5,556,647.30 22 8 555,664.73
04/30/02 $ 5,000,982.57 325 555,664.73
05/31/02 $ 4.445317.84 318 555,664.73
06/28/02 $ 3,889,653 11 28 3 555,664.73)
07/31/02 $ 3,333,988 38 33 9 555,664.73
08/30/02 % 2,778,323.65 30 ¢ 555,664.73
08/30/02 §$ 2,222,658.92 31 S 555,664 73
10/31102 § 1,666,994.19 31 9% 555,664.73
1127102 $ 1,111,32046 27 % 555,664.73
12131102 § 555,664,73 34 ¢ 555,664.73
TOTAL PAYMENTS: $ 6,667,976.76

inleres! calculalion assumes payment made on last business day of the monih for PGSE.
Inferest calculalion will be adjusled accordingly if paymenis made other than on the Ios| PG&E business day.
Each payment above Is subject 1o adjusimant for vounding ervor fupward or downwatd) of nof more than $1.00, -

Page 1 of 1

Mar-D1

Oufstanding A/R
4/30/2001

$ 6,162,774.17
$ 6,182,774.17

4130/2001
113112002
216

$ 233,003.52

ACCRUED
INTEREST
'253,142.15
23,444.48
22,074.35
21,822.12
18,877.38
14,919.22
15,071.45
11411.77
9,438.69
7,079.02
4,11040
2,586.03
404,085.08

PRPAAPDNDAADPATNNA

Apr-01

Oufstanding AR
41712001

449,180 26
449,180.26

L oK

4117/2001
113172002
289

$ 17,782.62

TOTAL
PAYMENT
$ 808806.88
$ 579,100.21
§$ 571,739.08
$ 577586.85
$ 57454211
$ 570,583.95
$ 570,736.18
$ 567,082.50
$ 56510342
$ 562,7143.75
§ 55077513
$ 558,252.76
$ 17,072,081.82

Outstanding A/R
al 4/6/01 per
July 13, 2001

Agreement

$ 6,667,976.76
$ 6,067,976.76
3 555,004.73

$ 253,442.15

10~02=28¢

udgz: 10

-uo4d

£8533.28 10+
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SUPPLEMENTAL AGREEMENT

THIS SUPPLEMENTAL AGREEMENT, dated as of December 20,
2001, is made by and between Rio Bravo Poso, 2 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. 15P028), 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 asa " 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 "Bankruptey 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 10
Rio Bravo Poso, $8,044,368.73 to Rio Bravo Fresno, and $8,071,785.63 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 "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 the Rio Bravo QFs under

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

—WheslubraterShasta-Supplemental-Apreementi2-+8-01
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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. Payment Schedule.

(a)  Imterest. 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 instaliments 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

Mihaalel S 3 (I [ UET N
Al BteY PR tarAgreement—r-tirot
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set forth in Aftachment 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.

(¢)  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.

- ()  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

—Wheehabraier-Shaste-Supplementel-rgrooment-t2—-3-64—
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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
reating 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 amendrent 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’

%Mmﬁww&&mpﬁ—}“}__
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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: /W /. é//‘«z‘ By: @”ﬁ“}%

v

Name:%g;!er v/ .{S’GM/DVZ Name::B‘S%A C. ‘)‘%{JZ)
ezt NG
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Title: é//h /7/74_£ . Tiﬂe:w

Rio Bravo Fresno,

By: /

[ 4

Name: ﬁ&‘ﬂ'/’ V. 5e AT E-
Tide: é78m. /16::/7.

Rio Bravo Rocklin,

a California general partnership %
By: W / %‘ﬂ

Name: %G.QW \/ é‘gﬁmrix
Title: &1" /”/Q,é
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT —~ PAYMENT SCHEDULE

Dec<0 Jan-01 Feb-01 Mar-01
Legal Entity, Project Description
Outstanding AR Outstanding A/R Outstanding A/R Outstanding AR
Due Date: 21212001 3i8r2041 44312001 81412001
RI0 BRAVO POSO, PGAE
Log No, 25C076 $ 5087,038.11 $ 3,449,105.71 $ 3,335,18140 $ 169352539
TOTAL $ 5087,038.11 § 3449,10571 $ 333518140 $ 1,693,525.29
Monthty Principal Amount (1/12)
initial Default Date 2212001 3/612001 4/3/2001 5/412001
Initial Payment Date 1131/2002 113172002 1/31/2002 1/31/2002
Elapsed Days 363 331 303 272
interest Rate (Anmua) : 5%
Interest amount at 01/31/2002 $ 262,95820 $ 156,390.96 $ 13843287 $ 63,101.22
PRINCIPAL PRINCIPAL ACCRUED
SCHEDULE OF PAYMENTS Date BALANCE Pays PAYMENT INTEREST
01/31/02 $ 13,380,230.83 see above $ 1,156,68593 $§ 623,368.85
02/28102 $ 12,723,544.80 28 $ 1,15668590 $ 4880264
03/29/02 $ 11,566,859.00 29 $ 1,15668590 $ 4595054
04/30/02 $ 10,410,173.10 32 $ 1,15668590 $ 4563364
0§/31/02 $ 9,253,487.20 31 § 115868580 $ 39,295.63
06/28/02 $ 8,096,801.30 28 § 1,156,68390 § 31,058.22
0713102 $ 6.940,11540 33 $ 1,156,68580 $ 31,373.12
08/30002 $ 5,763,429.50 a0 § 1,15668590 § 23,767.52
09/30/02 $ 4,626,743.60 31 $ 1,15668590 8 19,647.82
10/31/02 § 3,470,057.70 31 $ 1,156,68590 § 14,735.86
1127102 $ 2313,371.80 27 $ 1,156,60590 § 8,558.31
1213102 § 1,156,685.90 34 $ 1,18668580 $ 5,387.30
TOTAL PAYMENTS: $13,880,23083 § 937,67545

Interest calculation assumes payment made on {ast business day of the mornth for PG&E.
irterest calcutation wift be adjusted accordingly if payments made other than on tha fast PG&E business day.
Each payment above is subject to adjustment for rounding emor (upward of downward) of not more than $1.00.

Page 1 of 1

Apro1

Qutstanding AR

<

AP APDAD DA NARR

AI1712001

315,380.22
315,380.22

417/2001
173172002
288

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
14,817,806.28

Outstanding AR

at 4/6/01 per
July 11, 2001
Agreoment

§ 13,880,230.83

$ 13,80,230.83
$ 1,156,688.90
$ 623,368.85

+QaQ0S D 7PN



wa LT e

Pl ot

W T Y

onmvo

T IOUC A | &

EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT ~ PAYMENT SCHEDULE

Dec-00
Legal Enmity, Project Description

Jan-01

Feb-01

Mar-01

Outstanding A/R

Qutstanding AR
at 4/6/01 per
July 11, 2601
Agreement

Apr-01

Outstanding A/R

Outstanding A/RR Outstanding A/R OGutstanding AIR
Due Date: 21212001 31612001 47372001
RIO BRAVO FRESNO, PG&E )
Log No. 25P026 $ 341012238 § 1,819,300.83 § 1,664,072.26
: TOTAL $ 2341012238 $ 1,819,309.88 § 1,664,072.26

Monthly Principal Amount (1/12)

Initial Defauft Date 21212001

Initial Payment Date 113172002

Elapsed Days 363

Interest Rate (Annual) 5%

interest amount at 01/31/2002 $ 169,571.84

PRINCIPAL

SCHEDULE OF PAYMENTS Date BALANGE
01/31/02 § 8,044,368.73
02/28/02 $ 7,374,004.66
03/29/02 $ 6,703,640.60
04/30/02 $ 6,033,276.54
06/31/02 $ 5,362,8912.48
06/28/02 $ 4,692,548.42
07/31/02 $ 4,022,184.38
0813002 $ 3,351,820.30

. 09/30/02 $ 2,681,45624
1013102 $ 2,011,092.18
11127102 $ 1,340,728.12
123102 $ 670,364.06
TOTAL PAYMENTS:

Interest calculation assumes payment made on last business day of the month for PG&E.
interest calculation will be adjusted accordingly iIf 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

3/6/2001 41312001
1/31/2002 1731/2002
331 303
82,492.00 $ 69,070.40
PRINCIPAL
Elapsed Days PAYMENT
seeabove $§ 670,364.07
28 § 670,264.06
29 $ 670,364.06
2 $ 670,364.08
3t § 670,364.06
28 $§ 670,364.06
33 § 670,364.06
30 $ 670,384.066
31 § 670,384.06
31 $ 670,364.06
27 § 670,364.06
34 $§ 670,364,068
$ 8,044,368.73

$
$

$

AANMNANMNDNDDINAN PPN DS

5/4/2001

1,150,864.21
1,150,864.21

5/4/2001
173112002
272

42,881.52

ACCRUED
INTEREST
364,015.76

28,283.85
26,630.90

26,447.24
22,774.01
17,898.82
18,182 48
13,774.60
11,387.01
8,540.25
4,958.86
3,122.24
548,116.02

4/17/2001

VPPN AP AAN

4/17/2001
113172002
289

TOTAL
PAYMENT
1,034,379.83
698,647 .91
696,994.85
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
8,690,484.75

LXK

8,044,368.73
8,044,388.73
670,364.06

364,015.76

asu

+39498521728
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT ~ PAYMENT SCHEDULE

Mar-01

Apr-01

Qutstanding AR Outstanding A/R Outstanding A/R Outstanding AR Outstanding AR

Dec00 Jan01 Feb-01
Legai Entity, Project Description
Due Date: 21212601 3612001 432001
RIO BRAVO ROCKLIN, PGA&E
tog No. 15P028 - $ 370322289 $§ 1,86449951 $ 950,527.19
TOTAL $ 370322289 $ 186449951 § 950,527.19
Monthly Principal Amount (1/12)
initial Default Date 21212001 3/6/2001 4/3/2001
initial Payment Date 1/31/2002 1/31/2002 1/31/2002
Elapsed Days 363 331 303
interest Rate (Anhual) 5%
interest amount at 01/31/2002 $ 184,146.56 $ 8454101t $ 38,453.39
PRINCIPAL PRINCIPAL
SCHEDULE OF PAYMENTS Date BALANCE Elapsed Days PAYMENT
01731102 & 8,071,789.63 see ahove $§ 672,649.09
02/28/02 $ 7,309,140.54 28 § 67264914
03/28/02 $ 6,726491.40 29 § 67264914
04/30/02 $ 6,053,842.26 32§ 672649.14
058/31/02 § 5,381,193.12 3t § 672648.14
06/28/02 $ 4,708,543.98 28 § 672649.14
Q7131/02 $ 4,0358984.84 I3 § 672649.14
08/30/02 $ 3,363,245.70 30 $§ 672,649.14
09/30/02 $ 2,680,596.56 31 § 67264994
103102 $§ 2,017,94742 31 § 672649.14
1427102 $ 1,345,208.28 27§ 672,649.14
123102 § 672,649.14 34 § 67264914
TOTAL PAYMENTS: $ 8,071,789.83

inferest calculation assumes payment made on last business day of the month for PGAE.
Inferest calculation will be adjusted accordingly if payments made other than on the last PGAE busineas day.
Each payment above is subject to adiustment for roumding efror (upward or downward) of not more than $1.00,

i

Page 1 of 1

$
$

$

PBANDDPANAANDDHP

§/4/2001

1,422,087.66
1,422,087.66

§/412001
1/31/2002
272

52,987.38

ACCRUED

INTEREST
366,332.41
28,380.27
26,721.68
26,537.39
22,851.64
18,060.17
18,244.48
13,821.56
11,425.82
8,569.37
4,975.76
3,132.89
549,053.42

$
$

LR X R R X XK 2 R _N 2- X ¥X”]

417112001

131,452.38
131,452.38

4/17/2001
1/31/2002
289

5,204.07

TOTAL
PAYMENT
1,038,981.50
701,029.41
699,370,862
699,186.53
695,500.78
690,709.31
690,893.60
666,470.70
684,074.96
681,218.51
677,624.90
675,762.03

8,620,843.05

Ouistanding A/R
at 4/6/01 per
July 11, 2001

Agreement

8,071,789.63
8,071,789.63
672,649.14

366,332.41

P.18

=594

Bialiaia el B ielr]

14:382

DEC-20~2021



EXHIBIT 13




SUPPLEMENTAL 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 "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 Fuly 12, 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
“Assnmption Order™);

C. WHEREAS, PG&E's Chapter 11 bankruptcy case, Case No. 01-
30923-DM ("Bankruptey 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
Payables™);

F. WHEREAS, starting on or about February 2, 2001 (the "Initial
Defanlt Date™), PG&E failed to pay the fall 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 Agreément provides that the Interest
Rate, as defined in the Assumption Agreement, should be negotiated in good faith by
the Parties; and

Stockten CoGen Company Supplemental Agrecment 12-20-01
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: H WHEREAS, the Parties have negotiated the provisions set forth in
tHis Supplemental Agrecment respecting the Interest Rate and payment of the
Prepetition Payables;

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

L. 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.

(@) Interest. Allaccrued 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.

(¢)  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).

Stockton CoGen Company Supplemental Agreement 12:20-01
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o (d Due on Plan Effective Date. If the Plan Effective Date of
any plan confirmed in the PG&E Bankruptey 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 Dare.

(e)  Setoffs. To the extent that PG&E has or claims to have
any right to assert any existing or fature 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 obligaticn
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 bave, 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(2)(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 2
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 clairs. '

Stockton CoGen Compaay Supplemental Agreement 12:20-01
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s.  Baukmuptcy Court Approval. This Supplemental Agreement is
subject to Bankruptcy Gourt 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
s Supplemental Agreement is not made on or before the date due, QF may make a
motion to enforce this Supplemental Agreement ox 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 relicf, 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, to gether 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. Govemning 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 Supplemental Agreement 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 67 Agzeement. 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 hercby 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 () 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 (1), Inc. -
General Partner
By: /&Qlé' W By: W
——
Name: [POVES S-Lvggees Name—J0sBt €. i&y‘g,l

Tite: VICE PUesiden - Titte:_TOpweefx. , S

Stockton CoGen Company Supplemental Agrecment 12-20-01
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT -- PAVMENT SCHEDULE

Legal Entity, Project Description

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

Dec-00

Jan-01

Feb-01

Due Date: 113012001 31212001 3/30/2001
STOCKTON COGEN COMPANY,
PG&E Log No. 16C036 $ 5,386,850.64 $ 5722,578.686 $ 4,779,688.50
TOTAL $ 5,396,850.64 $ 572257868 $ 4,779,688.50
Monthly Principal Amount (1/12)
Initial Default Date 1/30/2001 31212001 3/30/2001
(nitial Payment Date 1/31/2002 1/31/2002 113172002
Elapsed Days 366 335 ao?7
interest Rate (Annual) 5%
interest amount at 01/31/2002 $ 270581.83 $ 26261149 § 201,008.82
PRINCIPAL PRINCIPAL
SCHEDULE OF PAYMENTS Date BALANCE  Elapsed Days PAYMENT
01/31/02 $ 21,481,691.07 see above $ 1,790,140.95
02/28/02 $ 19,691,550.12 28 § 1,790,140.92
03/29/02 $ 17,901,400.20 29 $ 1,790,140.92
04/30/02 $ 16,111,268.28 32 $ 1,790,140.92
0531102 $ 14,321,127.36 31§ 1,790,140.92
06/28002 $ 12,530,986.44 28 $ 1,790,140.92
07/31/02 § 10,740,845.52 33 $ 1,790,140.92
08/30/02 $ 8,950,704.60 30 $§ 1,790,140.92
09/30/02 $ 7,160.563.68 31 $ 1,790,140.92
10131102 $ 5,370422.76 31 § 1,790,140.92
112102 $ 3,580,281.84 27 § 1,790,140.92
123102 $ 1,790,140.92 34 § 1,790,140.92
TOTAL PAYMENTS: $ 21,461,691.07

Interest calculation assumes payment made on |ast 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

Mar-01

4/30/2001

$ 4,963,648.75
$ 4,963,648.75

4130/2001
1/31/2002
276

$ 187,666.72

ACCRUED

INTEREST
946,371.49
75,520.2)
71,116.19
70,624.74
60,815.75
48,064.06
48,554.51
36,783.72
30,407.87
22,805.80
13,242.14
8,337.64
1,432,662.24

PAPPOAAPANBDAPANAN

Apr-01

Outstanding AR
4/17/2001

618,924.50
618,924.50

D

411712001
113112002
289

$ 24,502.63

TOTAL
PAYMENT
2,736,512.44
1,865670.15
1,861,256.11
1,860,765.66
1,850,956.67
1,838,204.98
1,838,69543
1,026,924.64
1,820,548.79
1,812,946.82
1,803,383.06
1,798,478.56
22,914,343.31

BPADDPRANDPAPHANNA

Outstanding AR
at 4/6/01 per
July 12, 2001

Agreement

§ 21,481,601.07
$ 21481,691.07
$ 1,790,140.92

$ 946,371.49

*x TOTAL PAGE.B@S *x
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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 "Party.”

WITNESSETH

A. WHEREAS, PG&E filed a Chapter 11 bankruptcy petition
pursuant to Title 11 United States Code Sections 101, ef 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, 90 14
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
Defauit 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;

High Sicra Supplemental 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.

() 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 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
reorgenization 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.

(¢)  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.

High Sicrra Supplemental Agreement 12-20-01
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()  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. '

()  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 13
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 cstate
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.

S. 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

High Sierma Supplemenral Agreement 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.

S. 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.  Goveming 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.

High Sierra Supplemcnral 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.

High Sierra Supplemental Agreament 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 WHEREQOF, this Supplemental Agreement has been duly
executed by or on behalf of QF and PG&E as of the date first written above..

HIGH SIERRA LIMITED, PACIFIC GAS & ELECTRIC COMPANY,
a Texas limited partnership a California corporation

By: Sierra Cogen, L.L.C.,
its managing general partner

S
b e ) Bl @r&%@ﬁ
Name: “J0hn J. O'tow ko Name:ﬁ'ﬁpﬂ C. ‘A{‘ﬁlde')
Title: b/,cg PES 32 5P+ ABrhoLa, 9,,_.;_,-,Tiﬂ€W'bﬁ. MWM

Date: Date: 20 M’Z&‘D)

High Sicrra Supplemental Agrezment 12-20-0)



EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT - PAYMENT SCHEDULE

Dec-00
Legal Entity, Project Description
Outstanding A/R
Due Date: 2/212001
HIGH SIERRA LIMITED, PG&E Log
No. 25C242 $ 561444148
TOTAL $ 561444148
Monthly Principal Amount (1/12)
Initia! Default Dale 21212001
Initial Payment Date 1/31/2002
Elapsed Days 363
interest Rata (Annual)
Interest amount at 01/31/2002 $ 279,183.87
PRINCIPAL
SCHEDULE OF PAYMENTS Date BALANCE
01731102 $ 16,469,100.66
02/28/02 § 15,096675.66
03/29/02 $ 13,724,250.60
04/30/02 $ 12,351,825.54
05/31/02 $ 10,979,400.48
06/28/02 § 8,606,976.42
07/34/02 $§  B,234,550.36
08/30/02 § 6,862,125.30
09/30/02 § 5,469,700.24
10/31/02 § 4,117,275.18
11427102 §  2,744,850.12
1231/02  §  1,372,425.06
TOTAL PAYMENTS:

Jan-01 Feb-01
Outstanding A/R  Outstanding A/R
3612001 4/3/2001
$§ 686245106 $§ 4,204573.19
$ 588245106 $§ 4,204,573.19
3642001 41312001
1/31/2002 1/31/2002
331 303
$ 265,817.99 " § 174,518.59

PRINCIPAL
Elapsed Days PAYMENT
see above $§  1,372,425.00
28 § 1,372,425.06
29 § 1,372,425.08
32 § 1,372,425.08
3§ 1,372,425.06
28 3 1,372,425.06
33§  1,372,425.06
0§ 1,372,425.06
31 § 1,372,425.08
31§ 1,372,425.08
27 $ 1,372,425.06
M § 1,372,425.06
$ 16,469,100.66

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

Mar-01

Outstanding AIR
51412001

745,674.22
745,574.22

“»

5/4/2001
1/31/2002
272

$ 27,780.30

ACCRUED
INTEREST
$ 748,965.69
$ 57,905.06
$ 54,521.00
3 54,144.99
] 48,624.85
$ 36,048.67
$ 37,224.68
$ 28,200.51
$ 23,312.43
$ 17,484.32
$ 10,152.19
$ 6,392.12
$ 1.121,776.71

vutstanaing AIK
at 4/6104 per  July

Apr-01

Outstanding A/R
411712001

$ 4208071 $
$ 42,060.71 $
$

4/17/2001
173112002
288

$ 1.865.14 §

TOTAL PAYMENT
$ 2,121,390.89
$ 1430,330.12
$ 1426,946.06
$ 1,426,570.05
$  1,419,04991
$§ 1,408,273.73
$ 1,409649.74
3 1,400,625.57
$ 1,395,737.49
$ 1,389,808.38
$ 1,3082,577.25
$ 1,378,817.18
$ 17,500,877.37

13, 2001
Agreement

16,469,100.66
18,468,100.66
1,372,426.06

748,965.89

10/02/31

8.6¢ 02V CIL XVd 2C:8T
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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 KERN FRONT LIMITED (PG&E Log No. 25C188)
("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, 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 defined in the Assumption Agreement, should be negotiated in good faith by
the Parties; and

Kern River Ltd Supplemental Agreement 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 Partics hereby agree as follows:

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

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
i 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 actua] 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 fifty-five thousand six hundred fifty-seven dollars and

: fifty-five cents (8755,657.55). 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
reorganijzation 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).

Kerm River Lid Supplemental Agreement 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.

()  Monthly Paviments under the Coptract. 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
Califomnia Public Utilities Commission, PG&E shall make payments to QF within 15
days of the end of each monthly billing period.

(g2) 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.

Kern River Ltd Supplementsl Agrecment 12-20-0)
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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.

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.

10.  Goveming 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.

Kern River Ltd Supplemential Agrecinent 12-20-01
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11. Binding Agreement, This Supplemental Agreement shall be
i 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

i 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, sharcholder and similar actions; (b)
this Supplemental Agreement has been duly exécuted 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 notand
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.

Kemn River Lid Supplcmental 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.

KERN FRONT LIMITED, PACIFIC GAS & ELECTRIC COMPANY,
a Texas limited partnership a California corporation

By: Kemm County Cogen, L.L.C.,
its managing general partner

7
By WP/ A

v
Name; ohn J Qlﬁc)mt.k! Name:
Title: Yice et serr = Masagio 2 Title: Txaosfan - UsB
Date: Date: 20 Deceavt, 200D,

Kem River Ltd Supplemental Agreement 12-20-01
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT -- PAVMENT SCHEDULE

vutstanding AR
at 4/6/01 per  July
13, 2001
Agreament

Dec-00 Jan-0f Feb-01 Mar-01 Apr-01
Legal Entity, Project Description
Outstanding A/R  Outslanding AR  Outslanding AR Outstanding /R Outstanding A/R

Due Data: 21212004 3/6/2001 44312004 6/4/12001 4/17/2001
KERN FRONT LIMITED, PG&E .
Log No. 25C188 $ 562383864 $ 506437297 § 454167291 § 664,670.57 $ 4540480 § 16,639,959.69
TOTAL $ 5562383864 $ 506437297 § 454167291 § 664,87057 § 4640480 § 16,639,959.89
Monthly Principal Ameunt (1/12) $ 1,386,663.32
Inilial Default Dale 21212001 3612001 4/3/2001 6/4/2001 4/17/2001
lnitial Payment Date 1/34/2002 113172002 1/3112002 1131/2002 1/31/2002
Elapsed Days 363 N 303 272 289
interest Rale (Annual)
Interest amount at 01/31/2002 $ 27467865 $ 265,905.13 § 18851053 § 24,76581 $ 179753 § 755,6867.55
PRINCIPAL PRINCIPAL ACCRUED .
SCHEDULE OF PAYMENTS Date BALANCE Elapsed Days PAYMENT INTEREST TOTAL PAYMENT
01/31/02 $ 16,639,959.89 sepabove $§ 1,386,663.37 § 756,657.65 §  2,142,320.92
02/28/02 § 15,263,206.52 28 3 1,386663.32 § 5050579 § 1,445,168.11
03/29/02 § 13,066,833.20 29 § 1,286663,32 § 5500663 $ 1,441749.95
04/30/02 $ 12,479,989.8 32 §  1,286663.32 $ 54,708.72 $  1,441,370.04
06/31/02 § 11,083,200.56 31 § 1,388,663.32 § 4710856 § 1,433,771.68
06/28/02 § 9,706,642.24 28 § 1,306,6683.32 $ 37,230.98 $ 1,423,884.28
07/31/02 § 8,319,979.92 33 § 1386663.32 § 3761087 $ 142427419
00/30/02 § 6,933,316.60 ap § 1,386663.92 § 2649308 $ 1,415,156.40
08/30/02 § 5,546,653.28 31 ¢ 1,986868332 $ 2366428 § 141021760
1013902 § 4,159,889.96 31§ 130666332 $ 176656.71 $ 1,404,320.03
1127102 § 2,773,328.64 27 $§ 138666332 $ 10,257.51 $ 1,396,020.83
1213102 $ 1,386,663.32 34 $ 1,286,663.32 § 645043 § 1,383,121.75
TOTAL PAYMENTS: $ 1663996089 $ 1,132,336.089 $ 17,772,206.98

Interes! calculation assumes payment made on last buginess day of the month lor PG&E.
interas! calculation will be adjusted accordingly if payments made other than on the fast PGBE business day.
Each paymenl above Is subject to adjustment for rounding envor (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 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 "Party."

WITNESSETH

A.  WHEREAS, PG&E filed a Chapter 11 bankruptcy petition
pursuant to Title 11 United States Code Sections 101, ef 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 ncgotiatcd the provisions set forth in
this Supplementa] Agreement respecting the Interest Rate and payment of the
Prepetition Payables;

McKitmick Supplemental Agrecment 2-20-01
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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.

(@) 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) Pnncipal. 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. Ifthe Plan Effective Date of
any plan confirmed in the PG&E Bankruptcy Case shall occur before the Prepetition
Payables and all interest accrued thercon 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.

MeKittrick Supplemental Agreement 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.

()  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.

(g2) 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 Supplementa] Agreement.

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

McKittrick Supplemental Agrecment 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,
cormmitments 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,

g. 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.

McKimrick 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.

McKitrick Supplemental 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.

MCKITTRICK LIMITED, PACIFIC GAS & ELECTRIC COMPANY,
a Texas limited partnership a California corporation

By: CC Cogen, L.L.C,,

its general partner &f

By: %{‘” 0. 0 et d® Byz@‘g%%gue/;,

Name: “John %- 0‘300-8440 Name: Uosssm C . NBNL)

Title: e, TN T~ el - YIS ;%Title:: ! 27_\!;2@1ﬁ| MIE’PM
Date: \ Date: 2 M, Zev)
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT — PAYMENT SCHEDULE

Dec-00 Jan-01 Fab-01 Mar-01
Legal Entity, Project Description
Outstanding A/R  Qutstanding A/R  Oulstanding AIR  Outstanding A/R
Due Date: 2/272001 3/6/2001 4/3/2001 5/4/2001
MCKITTRICK LIMITED, PG&E
Log No. 26C275 $ 548358225 $ 5662799.78 $ 4,447,32897 § 679,656.17
TOTAL $ 5408358225 § 5562,799.78 § 444732897 § 679,656.17
Manthly Principal Amount (1/12)
Inliial Default Date 2/2i2004 31672001 4/312001 514/2001
Initial Payment Date 1/31/2002 1/31/2002 1/31/12002 1731/2002
Elapsed Days 363 kx| 303 272
Interes! Rate (Annual)
Intarest amount at 01/31/2002 3 27287676 $ 252,231.06 $ 184,694.61 § 25,324.18
PRINCIPAL PRINCIPAL ACCRUED
SCHEDULE OF PAYMENTS Date BALANCE Elapsed Days PAYMENT INTEREST
01731702 $ 16,224,059.84 seeabove $ 1,352,00495 $ 736,633.48
02/28/02 $ 14,872,054.89 28 $ 1,352,00499 $§ 57,043.50
03/20/02 $ 13,520,049.90 20 § 1,352,004.99 $ 53,709.79
04/30/02 $ 12,168,044.91 32 § 1,352,00480 $ §3,339.37
05/31102 $ 10,816,039.92 31§ 1,352,00499 $ © 45,931.13
06/28/02 ¢ 9,464,034.93 20 5 1,352,004.99 $§ 36,300.41
07/3102 ¢ 8,112,020.94 33 §  1,352,004.89 § 36,870.82
08/30/02 § 6,760,024.95 30 §  1,352,00498 § 27,780,982
0973002 §  5408,019.96 31 3 1,352,00499 3 22,986.56
10131/02 $  4,056,014.97 M6 135200499 § 17,224.17
1127102 §  2,704,000.98 27 § 135200499 § 10,00¢.13
12131102 3 1,352,004.99 34 5 1,352,00499 3 6,297.01
TOTAL PAYMENTS: $ 16,224,0655.84 $§ 1,104,007.29

Interest calcuiation assumes payment made on last business day of the month for PGAE,
Interest calcutation will be adjusted acoordingly If payments made other than on the tast PGBE busfness day.
Each payrnent above is subject to adjustment for rounding error (upward or downward) of niot more than $1.00.

Apr-01

Outstanding A/R
411712001

$ 50,692.67
$ 50,692.67

411772001
1/31/2002
289

$ 2,006.87

TOTAL PAYMENT
2,088,838.43
1,409,048.49
1.405,714.78
1,405,344.36
1,397,938.12
1,388,305.40
1,388,675.81
1,379,765.91
1,374,970.55
1,369,229.16
1,362,008.12
1,358,302.00

17,328,157.13

PPN APPANRS

Outstanding AJR
at 4/6/01 per  July
13, 2001
Agresment

$§ 16,224,059.84
$ 16,224,069.84
$ 1,352,004.99

$ 736,833.48
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EXHIBIT 2 TO SUPPLEMENTAL AGREEMENT

i Claims by QF with respect to the statement, computation and payment for capacity and
capacity bonus pucsuant 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 17 |
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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 "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 Agrecment
dated as of July 13, 2001 ("Assumption Agreement") respecting, among other things,
the assumption by PG&E of that certain contract listed thercin (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
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;

Suppicmental Agrecmnent 12-20-01
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NOW, THEREFORE, in consideration of the premises described above
i 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 pcnod 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 Prepetmon 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 instaliments 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,

(¢)  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 amouants 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 shaJl be paid on such Plan
Effective Date.

Supplemental Agreement 12-20-01
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(¢)  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.

(63) 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.

() 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 paragrapb 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 tban 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 Agrecment 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.

Supplemnental 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, sharcholder 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 Supplémental 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

v Nato) 0 Lkl oy (Pt Te
Name: J2hn J Oﬁowekp ‘Name: JoOssPh_C . ‘M‘SA)EI
Title: /e ot £ Tiﬂzzbm) UsPm
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Legal Entity, Project Description

CHALK CLIFF LIMITED,
No. 26C272

EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT — PAYMENT SCHEDULE

Due Date:

PG&E Log

TOTAL

Monthly Principal Amount {1/12)

Initial Default Date
Inltial Payment Date
Elapsed Days

Interest Rate {Annual)

Intarest amount at 01/31/2002

SCHEDULE OF PAYMENTS

&%

Date
01/31/02
02/28/02
03/29/02
04/30/02
06/31/02
06/28/02
07131102
08/30/02
08/30102
10/31/02
1127102
12131102

TOTAL PAYMENTS:

Dec00

Jan-01

Outstanding /R Outstanding A/R

:3
$

$

AR DNNAPANSD

2/212001

5,168,032.88
6,168,032.88

20212001
113172002
363

256,805.74

PRINCIPAL

BALANCE
15,509,083.99
14,216,660.37
12,924,238.70
11,621,813.03
10,339,289.36
9,045,865.69
7,764,642.02
6,462,118.35
5,169,694.68
3,877,271.01
2,504,047.34
1,292,423.67

3/6/2001

$  6,293,207.57
$§ 5,293,207.57

Feb-01

Outstanding A/R
4/3/2001

$  4,296,927.26
$  4,296,927.36

31612001 47312001
1/31/2002 113142002
a3 303
S 240,007.08 $ 178,351.92

PRINCIPAL
Elapsed Days PAYMENT
seo above $  1,282,423.82
28 §  1,202,423.67
20 §  1,292,423.67
32 § 1,202,423.67
M s 1,202,422.67
28 § 1,292,423.67
33§ 1,202423.87
30 § 1,29242387
31§ 1,292,423.87
N § 1,292,423.67
27 § 1,292,423.67
34 §  1,292,423.67
$ 15,609,083.89

Interest calculalion assumes payment made on last business day of the month for PGE.
Interest calculation will be adjusted acoordingly if payments made other than on the last PG&E business day.
Each payment sbove is subject {o adjustmsnt for rounding eror (upward or downward) of not more than $1.00.

Mar-01
Outstanding A/R
§/412001
$ 701,683.34

S 701,682.34

5142001
1731/2002
272

s 26,144 .91

ACCRUED
INTEREST
$ 703,438.73
$ 64,529.66
$ 51,342.86
$ 60,988.77
$ 43,807.00
§ 34,700.69
$ 36,054.78
$ 26,5%6.65
$ 21,853.50
$ 18,465.12
S 9,660.39
$ 8,018.51
$ 1,054,617.66

vutstanding AR
al 4/6/01 per  July
Apr-01 13, 2001
Agreemant
Outstanding AR
411712001

$ 49232684 $ 15,500,083.99
$ 49,23284 § 15,509,003.99
$  1,292,42),67

4N712001
1731712002
289

$ 194908 $ 703,438.73

TOTAL PAYMENT

1,985,862.35
$ 1,346,063.33
§ 1,343,766.53
$ 134341244
$  1,336,330.67
$  1327,124.36
$ 132747045
$  1,318,080.32
$  1,314,377.17
$ 1,308,888.79
$  1301,984.06
$ 14,208442.18
$ 16,563,801.85
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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 "Party.”

WITNESSETH

A.  WHEREAS, PG&E filed a Chapter 11 bankruptcy petition
pursuant to Title 11 United States Code Sections 101, e? 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 ("Bankruptey 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-hundred 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; |

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

Supplemental Agreement 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 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 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).

Suppicrucntal Agreement 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.

Supplemental Agreement 12-20-01
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5. Bankruptcy Court Approval. This Supplemental Agreement is
subject to Bankruptey 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 Héadings. 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 Califomia, and shall in all respects be interpreted and
governed under the laws of California, without regard to principles of conflicts of law.

Supplemental agrecment 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 Agrecment 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.

DQUBLE “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: Aﬂ M JTD By: @ﬂ%—"

Name: J24n J0 W’(@ Name: JJossft C ‘7%5&)
Title: M{.E CPugSnEcer  awp Tltle y V\EfW)
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT -- PAYMENT SCHEDULE

T0/0¢/2T

Qutstanding A/K
Dec-00 Jan-01 Feb-01 Mar-01 aprot M 41&::;1' Poos
Legal Entity, Project Description Agreement
Outstanding A/R  Oulstanding /R  Outstanding AR  Outstanding A/R Outstanding AIR
Due Date: 21212001 ¥6r2001 413/2001 51412001 411712001
DOUBLE "C*" LIMITED, PG&E
Log No. 25C241 $ 499375853 § 567867162 $ 489155131 § 73581268 $ 61,38544 $ 16,351,179.59
TOTAL $ 4993756853 $ 567667162 $ 489155131 § 73581268 $ 51,386.44 8 16,361,179.59
Monthly Princlpal Amount {1/12) $ 1,362,598.30
Initial Default Date 21242001 3/6/2001 4]3/2001 5/4/2004 4/17/2001
Initial Payment Date 1/31/2002 113112002 113172002 17312002 173172002
Elapsed Days 363 N 303 272 289
Intersst Rate (Annual) 5%
Interast amount at 01/31/2002 3 248319.77 $ 25748497 % 203,032.88 3 2741658 §$ 203430 § 738,2808.50
PRINCIPAL PRINCIPAL ACCRUED
SCHEDULE OF PAYMENTS Date BALANCE Elapsad Days PAYMENT INTEREST TOTAL PAYMENT
01/31/02 3 16,351,179.59 seaabove $§ 1,362,598.29 S 738,288.60 § 2,100,886.79
02/28/02 § 14,988,581.30 28 § 136250830 § 57498045 $ 1,420,088.75
03129102 § 13,625,983.00 29 § 136259830 § 54,13062 $ 1,416,728.92
04/30/02 § 12,263,384.70 32 § 1,262,598.30 § 53,757.30 § 1,416,356.680
05/31/02 3§ 10,900,786.40 3§ 136259830 $ 46,201.00 & 1,408,889.31
08/26/02 $ 9,538,188.10 28 $ 1,362,598.20 § 36584.83 $ 1,399,183.13
07/131/02 §  8,175,589.80 a3 3 1,362,598.30 $ 36,958.16 S  1,399,556.45
08/30/02 $ 6,812,991.50 30§ 1,362,598.30 $ 27,988.60 §  1.390,596.90
09/30/02 §  6,450,393.20 31§ 1,362,598.30 $ 23,145.51 § 1,385,743.81
10/31/02 5 4,087,794.90 3§ 1,362,598.30 § 1735913 &  1,379,957.43
1M/27/02 §  2,725,196.60 27 §  1,362,69830 $ 1007949 § 1372,677.79
12131/102  § 1,362,598.30 4§ 1,362,598.30 $ 6,346.35 §$ 1,368,944.65
TOTAL PAYMENTS: $ 16,351,178.59 $ 1,108428.94 § 17,469,609.53

Interest calculation assumes payment made on last business day of the month for PGAE.

Interest calcutation will be adjusled acoordingly If payments made other than on the last PGRE business day.

Each payment above is subject to adjusiment for rounding error (upward or downward) of nat more than $1.00.

¢ 02v £TL XVd 8€:87

A9¥3INT 0SVd T3

8€0 R



12/20/01

18:36 FAX 713 420 3  EL PASO ENERGY do39

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 LIVE OAK LIMITED (PG&E Log No. 25C274) ("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

i 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 sct 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
Defanlt 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 1
Prepetition Payables; )

LIVE OAK LTD Supplemente] Agreement 12-20-01
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NOW, THEREFORE, in consideration of the premises described above
‘I 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) Imterest. 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 Jeast 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 a¢crued 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 Supplemental Agreement 12-20-01
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(¢)  Setoffs. To the cxtent 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.

_ (©  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(2)(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. Bankruptey Court Approval. This Supplemental Agreement is
subject to Bankruptcy Court approval and shall not become effective until entry of an
order approvirg 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 Suppiemental Agreement 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
coustitute 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. Governiing 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.

LIVE QAK LTD 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 ambiguitics 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.

LIVE QAK L.TD Supplemental Agreement 12-20-0i
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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.

LIVE OAK LIMITED, PACIFIC GAS & ELECTRIC COMPANY,
a Texas limited partnership a California corporation '
By: Live Oak Cogen, L.L.C.,
Its general partoer g,o
? He -

, -
By: %‘m (9 0 M By: Y
Name: J0hn . O 'kougkp Name:JoseMm C . Mﬁdﬂ)
Title:  Vier frevom g + - Title: 1 oezfx.  UBPN

M.—o f). B T gr

Date: | Date: ZQ_‘Q;&»/&«- ; 26
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EXHIBIT 4 TO SUPPLEMENTAL AGREEMENT ~ PAYMENT SCHEDULE

Deac00
Lega! Entity, Project Description
Outstanding A/R
Due Date: 21212001
LIVE OAK LIMITED, PG&E Log
No. 25C274 $ 5225530.07
TOTAL $  5,225530.07
Monthly Princlpat Amount (1/12)
Initlal Default Dale 2/2/2001
Initia! Payment Dale 1/31/2002
Elapsed Days 363
Interest Rale (Annual)
interast amount at 01/31/2002 $ 259,844.85
PRINCIPAL
SCHEDULE OF PAYMENTS Date BALANCE
01/31/02 § 15,065,562.26
02/28/02 $ 13,810,089.59
03/29/02 § 12,554,626.90
04/30/02 & 11,209,164.21
05131702 $ 10,043,701.52
06/28/02 § 8,786,238.83
o302 §  7,632,776.14
08/30/02 § 6277,31345
00/30/02 § 5,021,860.76
10131702 §  3,766,3868.07
11721102 $  2,510,925.38
143102 §  1,255,462.69
TOTAL PAYMENTS:

Jan-01 Fab-01
Outstanding /R Outstanding AR
3/6/2001 41312001
$ 4476,364.71 § 4,622,237.84
$ 447696471 S 4,622,237.84
/612001 4/3/2001
1734/2002 113112002
3 303
$ 202,969.41 § 191,854.53

PRINCIPAL
Elapsed Days PAYMENT
seaabove $  1,255.462.67
28 § 1,2565462.60
29 § 1.2554682.69
32 §  1,255462.89
31 § 1,255462.69
28 $ 1,255,462.60
33 § 1,255,462.69
0% 1,255462.69
31 § 1,255462.69
a1 § 1.255462.69
27 $ 1,255462.69
34 § 1,255462.89

$ 16,065,552.26

Interest calculation assumes paymen! made on last business day of the month for PGAE.
interest calculation will be adjusted acoordingly if payments mada other than on the last PG&E business day.
Each payment above is subject to adjusiment for rounding emor {upward or downward) of nol more than $1.00.

Mar-01

Outstanding A/R
5142001

$ €86,399.83
$ 688,399.83

5/412001
1/31/2002
272

$ 25,575.45

ACCRUED
INTEREST
$ 882,422.42
$ 52,970.21
$ 49,874.65
$ 49,530.58
3 42,651.34
$ 33,708.34
$ 34,052.28
$ 26,797.18
$ 21,326.67
3 15,984.25
$ §,286.98
$ 5,847.36
$  1,023461.12

Uutstanding AR
at 4/6/01 per  July
Apr-01 13, 2001
Agraement
Outstanding AR
411772001

$ 5501081 § 15,065,552.26
§ 6501961 § 15,065,652.26
$ 1,255462.69

41172001
1/31/2002
288

$ 217818 §  682422.42

TJOTAL PAYMENT
1,937,8865.08
1,908,432.90
1,305,337.24
1,304,893.27
1,298,114.03
1,209,171.00
1,2089,514.97
1,281,259.87
1,276,788.38
1,271,456.94
1,264,749.67
1,261,310.05

16,089,013.39

PO NAADPONOD
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i 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 BEAR MOUNTAIN LIMITED (PG&E Log No.
25C251) ("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, ez 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 Qrder™);

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 Bankruptey 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");

E. 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 Agreenient respecting the Interest Rate and payment of the
Prepetition Payables;

Supplemental Agreement [2-20-01
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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. Calculstion 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.

(@) 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
(3732,004.81). 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.

Supplemental Agreer~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 2 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.

()  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 Bankrupicy 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 ina
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 Supplementa] 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 Agreement 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 al] 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 Suppiemental
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. Goveming 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.

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

i 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.

Supplemnental Agrecment 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, ' PACIFIC GAS & ELECTRIC COMPANY,
a Texas limited partnership a California corporation

By: Bear Mountain Cogen, L.L.C,,
its General Partner

. By: ??//‘”OO&MM BY:W

- } =
Name:UZAn J- O ﬁﬂuté. Name: JOSEPH <~ H’Eb’zl
Title: Vs Prssicma -+ ' Title:_jbmj VP

INArac-crtr DrrmgG. s

| Date: Date: (ZO‘DMI 20
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EXHIBIT 1 TO SUPPLEMENTAL AGREEMENT —~ PAYMENT SCHEDULE

Legal Entity, Project Description

Dec-00 Jan01 Feb-01

Oulstanding AR Outstanding AR Outstanding AR
Due Date: 2212001 37672001 443120M
BEAR MOUNTAIN LIMITED, PGAE Lag
No. 26C261 $ 542167124 § 541244221 § 4,489,588.80
TOTAL $ 6542167124 § 541244221 3 4,489,580.80
Monthly Principal Amount (1712)
initlal Default Dele 21212001 3/6/2001 44372001
Initial Payment Date 4134/2002 1/31/2002 113172002
Elapsed Days 363 33 303
Interest Rate (Annual)
Interest amount at 01/31/2002 5 260,500.17 $ 24541348 $ 186,348.69
PRINCIPAL PRINCIPAL
SCHEDULE OF PAYMENTS Date BALANCE Eflapsed Days PAYMENT
01131102 § 16,142,626.06 see above §  1,345218.82
02/28/02 $ 14,797,407.24 28 § 1,245218.84
03/29/02 § 13,452,188.40 29 § 1,345218.84
04/30/02 § 12,106,869.56 32 § 1,345,218.84
05/31/02 §$ 10,761,750.72 31§ 1,345218.84
06/28/02 § 9,416,531.80 28 $ 1,345218.84
07/34/02 $ 8,071,313.04 - 33§ 1,345218.84
08/30/02 $ 6,726,094.20 30 § 1,345218.84
08/30/02 $ 5.380,875.26 31§ 1,345218.84
101a1/02 $ 4,035666.52 31§ 1,345218.84
2702 § 2,690,437.68 27 $  1.345218.84
12131502 §  1.345218.84 34 §  1,345,216.04
TOTAL PAYMENTS: $ 16,142,626.06
Interest caloufation assumes payment made on last business day of the month for PGSE.

Interest catculation will be adjusted accordingly if paymenis mad
Each payment above is subjec! (o adjustment for rounding error

e other than on the last PGAE business day.
(spward or downward) of not more than $1.00.

Mar-01

QOutstanding AR
51412001

762,611.56
762,611.56

©« &N

5/4/2001
1/31/2002
272

$ 28,415.12

ACCRUED
INTEREST
§  792,004.81
$ 56,757.18
3 53,440,20
5 53,071.65
$ 45,700.59
$ 36,118.20
$ 36,486.76
$ 27.641.48
$ 22,050.28
$ 17,137.72
$ 9,950.93
$ 5,265.40
$  1,007,425.2

Apr-01

Outstanding AR
441712001

$ 56,312.25
$ 56,312.25

411712001
113112002
289

$ 2,229.35

TOTAL PAYMENT
$ 207722363
§  1,401,976.02
3 1,398,659.04
$  1,398,200.49
$  1,390,919.43
$  1,381,337.04
$§  1,381,705.80
§  1,372,860.32
$  1,368,069.13
$ 136235656
$  1355,169.77
$ 135148424
$ 17,240,051.27

Qutstanding A/R
at 4/6/01 par  July
13, 2000
Agreement

§ 16,142,626.06
$ 16,142,626.06
$  1,345,218.84

$ 732,004.81

10/08/21
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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.



