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Director of Nuclear Reactor Regulation
Attention: Mr. Frank J. Miraglia, Director
Division of Pressurized Water Reactor Licensing - B
U. 8. Nuclear Regulatory Commission
Washington, D.C. 20555

Re: Sale and Leaseback Transactions by
Public Service Company of New Mexico -
NRC Docket Nos. STN 50-528 and STN 50-529

Gentlemen:

. By letters dated June 10, 1986 and November 26, 1986 to
the Director of Nuclear Reactor Regulation, Mudge Rose Guthrie
Alexander & Ferdon, on behalf of Public Service Company of New
Mexico ("PNM"), identified certain prospective Equity Investors
with respect to sale and leaseback transactions proposed by PNM
in the above dockets. One of such Equity Investors was
identified to be a direct or indirect subsidiary or affiliate of
The Chase Manhattan Corporation. As previously reported to the
Commission, transactions were subsequently closed with a number
of Equity Investors, including three.(3) transactions involving
Chase Manhattan Realty Leasing Corporation ("Chase Leasing®) as
the affiliate of The Chase Manhattan Corporation. Transaction
documents reflecting the August 1, 1986 and the two December 17,
1986 closings of sale and leaseback transactions involving Chase
Leasing were filed with our firm's letters to you dated August
8, 1986 and December 24, 1986, respectively.

On January 4, 1988, PNM received notice from Chase
Leasing that, effective December 31, 1987, it had transferred
its interests in its sale and leaseback transactions to three
{3) separate wholly-owned subsidiaries, as follows:
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- It transferred its interest in its August 1, 1986 ~
Unit 1 transaction to Palo Verde 1 - PNM August 50 Corporation;

- It transferred its interest in its December 17, 1986
- Unit 1 transaction to Palo Verde 1 - PNM December 75
Corporation; and

- It transferred its interest in its December 17, 1986
- Unit 2 transaction to PV2 - PNM December 35 Corporation.

All transfers were made in a manner which is specifically
permitted under the respective Participation Agreements dated as
of July 31, 1986 and December 15, 1986, copies of which were
filed with the Commission. Also, it should be noted that the
transferees fall within the description of the Equity Investor
contained in the above-referenced letters dated June 10, 1986
and November 26, 1986, that is, each transferee is a direct or
indirect subsidiary or affiliate of The Chase Manhattan
Corporation. The First National Bank of Boston will remain the
Owner Trustee for the transactions, and the terms of the
respective Facility Leases remain unchanged.

The purpose of this letter is to notify the Commission,
as a matter of courtesy, of the above transfers. Copies of the
transfer documents will be filed with the Commission in due
course upon their receipt by PNM.

If you have any questions, please do not hesitate to

call.
Sincerely yours,
KELEHER & McLeod, P.A.
By.
Rikki L. Quintana
RLQ/1j

cc: Edwin J. Reis, Esq. (Via Federal Express)
Mr. George W. Knighton (Via Federal Express)
Arthur C. Gehr, Esq. (Via Federal Express)
Timothy M. Toy, Esq. (Via Federal Express)
Mr. A. J. Robison

becec: Terry Horn

0605 ' CLM
g | Greg Nielsen




s
“

A

o

A

FI

s




o 7(5 ?

(]
. 67 210929
O When Recorded, Return to: Greg R. Nielsen, Esq.
Snell & Wilmer
3100 Valley Bank Center - -
Phoenix, Arizona 85073

CERTAIN RIGHTS OF THE LESSOR UNDER THE FACTLITY
LEASE AS HERETOFORE AMENDED AND AS AMENDED BY THIS
AMENDMENT NO. 3 THERETO HAVE BEEN ASSIGNED TO, AND ARE
SUBJECT TO A SECURITY INTEREST IN FAVOR OF, CHEMICAL
BANK, AS INDENTURE TRUSTEE UNDER A TRUST INDENTURE,
MORTGAGE, SECURITY AGREEMENT AND ASSIGNMENT OF RENTS
DATED AS OF DECEMBER 16, 1985, AS AMENDED. THIS
AMENDMENT NO. 3 HAS BEEN EXECUTED IN SEVERAL
COUNTERPARTS. SEE SECTION 3(e) OF THIS AMENIMENT NO. 3
FOR INFORMATION CONCERNING THE RIGHTS OF HOLDERS OF VAR- .
IOUS COUNTERPARTS HEREOF AND OF THE FACILITY LEASE. !

THIS COUNTERPART IS NOT THE ORIGINAL COUNTERPART.

AMENDMENT NO. 3
Dated as of March 30, 1987

e :
FACILITY LEASE

Dated as of December 16, 1985, as amended

between
THE FIRST NATIONAL BANK OF BOSTON, RECORDED IN OFFICIAL RECORDS
not in its individual capacity, OF MARICOPA COUNTY, ARIZONA
but solely as 0wnetr Tdrustdee undtfar APR 71987 -8 ¢o
a Trust Agreemen ated as o ., e
December 16, 1985, with MFS KETTH POLUE“S' County recorder
Leasing Corp., FEE /722 ves /y RN.
Lessor r 7 .
and .
PUBLIC SERVICE COMPANY OF NEW MEXICO, :
Iessee

Original Facility Lease recorded December 31, 1985, as
Instrument No. 85-623275, re-recorded April 17, 1986, as
Instrument No. 86-187561, confirmed by document recorded
April 25, 1986, as Instrument No. 86-203238, amended by
Amendment No. 1 thereto recorded July 17, 1986, as
Instrument No. 86-367463, and amended by Amendment No. 2
thereto recorded on November 25, 1986, as Instrument

‘ No. 86-650767, in Maricopa County, Arizona Recorder's
Office.

6091.MFSU1.DEBT.71:1
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AMENDMENT NO. 3, dated as of March 30, 1987
(Amendment No. 3), to the Facility Lease dated as of
December 16, 1985, between THE FIRST NATIONAL BANK OF
BOSTON, a national banking association, not in its indi-
vidual capacity, but solely as Owner Trustee under a
Trust Agreement, dated as of December 16, 1985, with MFS
Leasing Corp. (the Lessor), and PUBLIC SERVICE COMPANY
OF NEW MEXICO, a New Mexico corporation (the Lessee).

WITNESSETH:

WHEREAS, the Lessee and the lessor have here-
tofore entered into a Facility Lease dated as of
December 16, 1985, as heretofore amended (the Facility
Lease), providing for the lease by the Lessor to the
Lessee of the Undivided Interest and the Real Property
Interest:; '

WHEREAS, the Lessee and the Lessor desire to
amend the Facility Lease as set forth in Section 2
hereof; and

WHEREAS, the Indenture Trustee has consented
to this Amendment No. 3 pursuant to the Request,
Instruction and Consent effective on March 30, 1987;

NOW, THEREFORE, in consideration of the
premises and of other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowl-
edged, the parties hereto agree as follows:

6091 .MFSUl1.DEBT.71:1
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SECTION 1. Definitions.

For purposes hereof, capitalized terms used
herein and not otherwise defined herein or in the
recitals shall have the meanings assigned to such terms
in Appendix A to the Facility Lease.

SECTION 2. Amendments.

(a) Section 3(a) (ii) of the Facility lease (as
amended by Amendment No. 2 thereto) is hereby amended to
read in its entirety as follows:

"(ii) (1) on July 15, 1986 an amount equal
to 4.28951% of Facility Cost (2) on
January 15, 1987 an amount equal to 4.65010%
of Facility Cost and (3) on July 15, 1987 and
on each Basic Rent Payment Date thereafter to
and including January 15, 2015, an amount
equal to 4.64717% of Facility Cost; and".

(b) Section 16(a) (v) of the Facility Lease is
hereby amended by (i) striking the "or" at the end of
clause (B) thereof, (ii) inserting an "or" at the end of
clause (C) thereof and (iii) inserting at the end of
such Section 16(a) (v) the following new clause (D):

"(D) an amount equal to the higher of (1)
the Casualty Value (Special Casualty Value if
the Event of Default is an event specified in
clause (v), (viii) or (x)(2) of Section 15
hereof), computed as of the Basic Rent Payment
Date specified in such notice or (2) the Fair
Market Sales Value of the Undivided Interest
and the Real Property Interest;"

(c) Section 16(a)(v) of the Facility Lease, as
amended by Amendment No. 1 thereto, is hereby further
amended by deleting the parenthetical phrase first pre-
ceding clause (A) of such Section 16(a) (v) and inserting
in lieu thereof ("and, in the case of (D) below, upon
receipt of such payment the Lessor shall (or, prior to
receipt of such payment, may) Transfer to the lessee the
Undivided Interest and the Real Property Interest)".

6091.MFSU1.DEBT.71:1
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(d) Section 16(a)(v1) of the Facility lease is
hereby amended by inserting the phrase" but not in the
case of an Event of Default specified in clause (iii) of
Section 15," immediately following the words "if it
shall so elect".

(e) The definitions of "Event of Loss" and
"Final Shutdown' set forth in Appendix A to the Facility
Lease are hereby amended to read in their entirety as
set forth in Appendix A-1 hereto.

(£) The definition of "Undivided Interest
Percentage" set forth in Appendix A to the Facility
Lease is hereby amended in its entirety to read as
follows:

"Undivided Interest Percentage shall, when
used with respect to Unit 1 (not including
Common Facilities), mean an undivided 1.36%
interest therein and shall, when used with
respect to Common Facilities, mean an undi-
vided 453333% interest therein."

SECTION 3. Miscellaneous.

(a) Effective Date of Amendments. The amend-
ments set forth in Section 2 hereof shall be and become
effective upon the execution hereof by the parties
hereto.

(b) Counterpart Execution. This Amendment
No. 3 may be executed in any number of counterparts and
by each of the parties hereto on separate counterparts;
all such counterparts shall together constitute but one
and the same instrument.

(c) Governing Law. This Amendment No. 3 has
been negotiated and delivered in the State of New York
and shall be governed by, and be construed in accordance
with, the laws of the State of New York, except to the
extent that pursuant to the law of the State of Arizona
such law is mandatorily applicable hereto.

6091.MFSU1.DEBT.71:1
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(d) Disclosure. Pursuant to Arizona Revised
Statutes Section 33-401, the beneficiary of the Trust
Agreement is MFS Leasing Corp., a Delaware corporation.
The address of the beneficiary is Suite 3030, One Mellon
Bank Center, Pittsburgh, PA 15258, Attention:
President. A copy of therTrust Agreement is available
for inspection at the offices of the Owner Trustee at
100 Federal Street, Boston, Massachusetts 02110,
Attention of Corporate Trust Division.

(e) Amendment No. 3. The single executed orig-
inal of this Amendment No. 3 marked "THIS COUNTERPART IS
THE ORIGINAL COUNTERPART" and containing the receipt of
the Indenture Trustee thereon shall be the "Original” of
this Amendment No. 3. To the extent that the Facility
Lease constitutes chattel paper, as such term is defined
in the Uniform Commercial Code as in effect in any
applicable jurisdiction, no security interest in the
Facility Lease as amended by this Amendment No. 3 may be
created or continued through the transfer or possession
of any counterpart of this Amendment No. 3 other than
the “Original®.

6091.MFSU1.DEBT.71:1
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IN WITNESS WHEREOF, each of the parties hereto
has caused this Amendment No. 3 to Facility lease to be
duly executed in Boston, Massachusetts, or Albuquerque,
New Mexico, as the case may be, by an officer thereunto
duly authorized.

THE FIRST NATIONAL BANK OF
BOSTON,
not in its individual .
capacity, but solely as
Owner Trustee under a Trust
Agreement, dated as of
December 16, 1985, with MFS
Leasing Corp.

By F>Z544/{cr>,_-—-——59

,/Assistant)Cashier

PUBLIC SERVICE COMPANY OF
NEW MEXICO

By
Vice President and Corporate
Controller

6091 .MFSU1.DEBT.71:1
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IN WITNESS WHEREOF, each of the parties hereto

has caused this Amendment No. 3 to Facility lease to be

duly executed in Boston, Massachusetts, or Albuquerque,
New Mexico, as the case may be, by an officer thereunto
duly authorized.

THE FIRST NATIONAL BANK OF
BOSTON,
not in its individual -
capacity, but solely as
Owner Trustee under a Trust
Agreement, dated as of
December 16, 1985, with MFS
Leasing cCorp.

By

Assistant Cashier

PUBLIC SERVICE COMPANY OF
NEW MEXICO

ByMiﬁ,f}b—s/

Vice President/ard Corporate
Cont er

6091 .MFSU1.DEBT.71:1
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State of New Mexico )

County of Bernallilo )

The foregoing instrument was acknowledged
before me this 27th day of March, 1987, by B.D. Lackey,
the Vice President and Corporate Controller of PUBLIC
SERVICE COMPANY OF NEW MEXICO, a New Mexico corporation,
on behalf of the corporation.

Notary Pyblic

Commonwealth of Massachusetts

County of Suffolk

The foregoing instrument was acknowledged
before me this 27th day of March, 1987, by James
E. Mogavero, an Assistant Cashier of THE FIRST NATIONAL
BANK OF BOSTON, a national banking association, on
behalf of the banking association as trustee under that
certain Trust Agreement dated as of December 16, 1985
with MFS Leasing Corp..

Notary Public

6091 .MFSU1.DEBT.71:1
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State of New Mexico )

county of Bernallilo )

The foregoing instrument was acknowledged
before me this 27th day of March, 1987, by B.D. Lackey,
the Vice President and Corporate Controller of PUBLIC
SERVICE COMPANY OF NEW MEXICO, a New Mexico corporation,
on behalf of the corporation.

Notary Public

Commonwealth of Massachusetts

Ccounty of Suffolk

The foregoing instrument was acknowledged
before me this 27th day of March, 1987, by James
E. Mogavero, an Assistant Cashier of THE FIRST NATIONAL
BANK OF BOSTON, a national banking association, on
behalf of the banking association as trustee under that
certain Trust Agreement dated as of December 16, 1985

with MFS Leasing Corp..
%%otary Public

JULIE E. COMEAY
My Commission Expires December 17, 1883

6091 .MFSU1.DEBT.71:1 "
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Q SCHEDULE A-1

to
AMENDMENT NO. 3

Amendment to Definitions of
sEvent of Loss"™ and "Final Shutdown®

Event of Loss shall mean any of the following
events: (a) a Final Shutdown, (b) a Requisition of
Title, or (c) a Requisition of Use for an indefinite
period which can be reasonably expected to exceed, or a
stated period which ends on the last day of or after,
the Lease Term (including the Renewal Term only if the
Renewal Term shall have been elected prior to such
Requisition of Use by the exercise of the renewal option
provided in Section 12 of the Facility Lease).

Final shutdown shall mean the earlier to occur
of:

(1) the expiration or revocation of the

License or that portion of the License that permits the
operation of Unit 1 or the expiration, suspension or

‘ revocation of the License or that portion of the License
that permits the possession by the Lessee of the
Undivided Interest and the Real Property Interest; or

(2) the suspension (pursuant to 10 C.F.R.
Section 2.202, as amended, and any successor provision)
of the License or that portion of the License that per-
mits the operation of Unit 1, which suspension remains
in effect for three consecutive calendar months; or

(3) the permanent or temporary cessation of
operation of Unit 1 as a result of a Nuclear Incident at
Unit 1 (or if Unit 1 is not in operation immediately
prior to the occurrence of such Nuclear Incident, the
failure to resume operation thereof as a result of such
Nuclear Incident) if (A) the Period of such cessation or
failure equals or exceeds twenty-four consecutive calen-
dar months, or (B) such Nuclear Incident causes the
radiation level in the containment building of Unit 1,
as measured by the average of two high range radiation
monitors in such containment building of Unit 1 (or if
only one such monitor is operating at such time, such
monitor) over one hour to equal or exceed 500 rads per
hour; provided, however, this subsection (B) shall not
apply in respect of a Nuclear Incident arising solely
Q from a fuel handling accident; or

6091 .MFSU1.DEBT.71:1
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(4) the permanent or temporary cessation of
operation of Unit 1 as a result of a Nuclear Incident at
Unit 2 or 3 (the Affected Unit) (or if Unit 1 is not in
operation immediately prior to the occurrence of such
Nuclear Incident, the failure to resume operation
thereof as a result of such Nuclear Incident) if (A) the
Period of such cessation or failure equals or exceeds
thirty-six consecutive calendar months; or (B) such
Nuclear Incident causes the radiation level in the con-
tainment building of the Affected Unit, as measured by
the average of two high range radiation monitors in such
containment building (or if only one such monitor is
operating at such time, such monitor) over one hour to
equal or exceed 500 rads per hour; provided, however,
this subsection (B) shall not apply in respect of a
Nuclear Incident arising solely from a fuel handling
accident;

(5) the occurrence of a, Nuclear Incident at
Unit 1, 2 or 3 causing (A) substantial injury or death
to any person on or off the PVNGS Site or (B) a dis-
charge or dispersal of Source, Special Nuclear or
Byproduct Material from its intended place of confine-
ment in amounts off the PVNGS Site or causing radiation
levels off the PVNGS Site such that, in the case of (B)
above (x) the NRC declares the occurrence of an
Extraordinary Nuclear Occurrence or declares any other
event connoting an equivalent level of accident or
(y) the surface contamination dose rate measured off the
PYNGS Site by a radiation monitor at 1 meter above the
surface level equals or is greater at any time than 10
millirads/hour (0.10 milligray/hour) or in the case of
noble gas plume passage, the radiation dose rate equals
or is greater than 10 rads (0.10 gray) integrated over
24 hours, (or if the NRC shall at any time lower the
radiation levels required for the occurrence of an
Extraordinary Nuclear Occurrence, such lower levels as
shall be consistent with such change by the NRC); or

(6) damage to or destruction of any portion of
Unit 1 and, unless the Lessee theretofore shall have
exercised its purchase option under Section 13(b) of the
Facility Lease, the failure of the Lessee, or of the
Lessee and one or more other ANPP Participants, (A) to
agree within eighteen calendar months of such damage or
destruction (or prior to such earlier date as of which
one or more other ANPP Participants shall agree to
restore or reconstruct any damaged portion of Unit 1 in
accordance with Section 16.2 of the ANPP Participation

-2
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Agreement) to restore or reconstruct Unit 1 to
completion prior to the day sixty calendar months after
the date of such agreement and (B) thereafter to com-
plete the restoration and reconstruction of Unit 1
within a period of sixty calendar months after the date
of such agreement, provided that no Final Shutdown shall
be deemed to have occurred pursuant to this clause. (6)
if and so long as Unit 1 is in operation at a rated core
power level of at least 1900 megawatts thermal; or

(7) the non-operation of Unit 1 or the opera-
tion of Unit 1 at a net rated power level below 630
megawatts electric or any combination thereof for any
reason (including, without limitation, the occurrence of
any Nuclear Incident at any generating facility located
anywhere in the world) for a Period of thirty-six con-
secutive calendar months (or a period through the penul-
timate day of the Lease Term if the Lessee shall have
given notice of its intent to exercise the purchase
option permitted by Section 13(b) of the Facility Lease)
other than as a result of damage to or destruction of
Unit 1.

For purposes of this definition, a Final Shutdown
resulting from the occurrence of an event described in
clause (5) above shall be deemed to have occurred imme-
diately and automatically upon the decline of the water
coolant within Unit 1 to a level three feet above the
nuclear fuel.

For purposes of the definition of "Final
Shutdown” only, the following capitalized terms sect
forth therein shall have the following meanlngs (otherxr
capltallzed terms having the respective meanings set
forth in Appendix A to the Facility Lease):

Extraordlnary Nuclear Occurrence shall have
its meaning as defined in Section 11 of the Atomic
Energy Act and the related NRC regulatlons, as amended
to the date hereof, and as the meaning of such term
shall be expanded from time to time by future amendments
thereof. The definition of "extraordinary nuclear
occurrence" contained in Section 11 of the Atomic Energy
Act on the date hereof is: "any event causing a dis-
charge or dispersal of source, special nuclear, or by-
product material from its intended place of confinement
in amounts off51te, or cau51ng radiation levels offsite,
which the Commission determines to be substantial, and
which the Commission determines has resulted or w1ll

-3 -
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probably result in substantial damages to persons
offsite or property offsite. Any determination by the
commission that such an event has, or has not, occurred
shall be final and conclusive, and no other official or
any court shall have power or jurisdiction to review any
such determination. The Commission shall establish cri-
teria in writing setting forth the basis upon which such
determination shall be made. As used in this subsec-
tion, ‘'offsite' means away from 'the location' or 'the
contract location' as defined in the applicable
Commission indemnity agreement, entered into pursuant to
section 2210 of this title." ’

Nuclear Incident shall have its meaning as
defined in Section 11 of the Atomic Energy Act, as
amended to the date hereof and as the meaning of such
term may be expanded from time to time by future amend-
ments thereof. The definition of "nuclear incident"
contained in the Atomic Energy Act on the date hereof
is: "any occurrence, including an extraordinary nuclear
occurrence, within the United States causing, within or
outside the United States, bodily injury, sickness, dis-
ease, or death, or loss of or damage to property, or
loss of use of property, arising out of or resulting
from the radioactive, toxic, explosive, or other hazard-
ous properties of source, special nuclear, or byproduct
material: Provided, however, that as the term is used
in section 2210(1) of this title, it shall include any
such occurrence outside the United States: And provided
further, That as the term is used in section 2210(d) of
this title, it shall include any such occurrence outside
the United States if such occurrence involves source,
special nuclear, or byproduct material owned by, and
used by or under contract with, the United States: And
provided further, That as the term is used in
section 2210(c) of this title, it shall include any such
occurrence outside both the United States and any other
nation if such occurrence arises out of or results from
the radioactive, toxic, explosive, or other hazardous
properties of source, special nuclear, or byproduct
material licensed pursuant to subchapters Vv, VI, VII,
and IX of this chapter, which is used in connection with
the operation of a licensed stationary production or
utilization facility or which moves outside the territo-
rial limits of the United States in transit from one
person licensed by the Commission to another person
licensed by the Commission."

6091 .MFSU1.DEBT.71:1
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Period of a stated duration in respect of any
event shall mean an indefinite period which can reason-
ably be expected to exceed the lesser of such duration
and the period remaining to the date which is three
years prior to the end of the remaining Basic Lease Term
(or if such event occurs after the date three years
prior to the end of the remaining Basic Lease .Term, .the
lesser of six months and the period remaining to the day
next preceding the end of the Basic Lease Term) or a
stated period in excess of the lesser thereof or an
actual period which continues in excess of the lesser
thereof.

Source, Special Nuclear or Byproduct Material
shall have their respective defined meanings as defined
in Section 11 of the Atomic Energy Act of 1954, as
amended to the date hereof and as the meanings of such
terms may be expanded by future amendments thereof.

6091 .MFSU1.DEBT.71:1
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When Recorded, Return to: Greg R. Nielsen, Esg. S;:L’k:;l~

Snell & Wilmer
3100 Valley Bank Center
Phoenix, Arizona 85073

CERTAIN RIGHTS OF THE LESSOR UNDER THE FACILITY
LEASE AS HERETOFORE AMENDED AND AS AMENDED BY THIS
AMENDMENT NO. 3 THERETO HAVE BEEN ASSIGNED TO, AND ARE
SUBJECT TO A SECURITY INTEREST IN FAVOR OF, CHEMICAL
BANK, AS INDENTURE TRUSTEE UNDER A TRUST INDENTURE,
MORTGAGE, SECURITY AGREEMENT AND ASSIGNMENT OF RENTS
DATED AS OF DECEMBER 16, 1985, AS AMENDED. THIS

- AMENDMENT NO. 3 HAS BEEN EXECUTED IN SEVERAL

COUNTERPARTS. SEE SECTION 3(e) OF THIS AMENDMENT NO. 3
FOR INFORMATION CONCERNING THE RIGHTS OF HOLDERS OF VAR-
IOUS COUNTERPARTS HEREOF AND OF THE FACILITY LEASE.

THIS COUNTERPART IS NOT THE ORIGINAL COUNTERPART.

AMENDMENT NO. 3
Dated as of March 30, 1987

to

FACILITY LEASE
Dated as of December 16, 1985, as amended

[z 7

G7 210923

[H

between
THE FIRST NATIONAL BANK OF BOSTON, qREOORDEDINoFFlCIAL RECORDS
not in its individual capacity, OF PA COUNTY, ARIZONA
but solely as Owner Trustee under PR 71987.'3 00
a Trust Agreement, dated as of KEﬁn.nm="5 o~
December 16, 1985, with Chrysler s “5 1-\rvurTlyseRocordsr
Financial Corporation, O u§
Lessor ﬁb ;&J
and ‘
PUBLIC SERVICE COMPANY OF NEW MEXICO,
Lessee

Original Pacility Lease recorded December 31, 1985 as
Instrument No. 85-623282, amended by Amendment No. 1
thereto recorded July 17, 1986, as Instrument’
No. 86-367464 and amended by Amendment No. 2 thereto
recorded on November 25, 1986, as Instrument 86-650763,
in Maricopa County, Arizona Recorder's Office.
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AMENDMENT NO. 3, dated as of March 30, 1987
(Amendment No. 3), to the Facility lease dated as of
December 16, 1985, between THE FIRST NATIONAL BANK OF
BOSTON, a national banking association, not in its indi-
vidual capacity, but solely as Owner Trustee under a
Trust Agreement, dated as of December 16, 1985, with
Chrysler Financial Corporation (the Lessor), and PUBLIC
SERVICE COMPANY OF NEW MEXICO, a New Mexico corporation
(the Lessee).

WITNESSETH:

WHEREAS, the Lessee and the lessor have here-
tofore entered into a Facility Lease dated as of
December 16, 1985, as heretofore amended (the Facility
Lease), providing for the lease by the lLessor to the
Lessee of the Undivided Interest and the Real Property
Interest;

WHEREAS, the Lessee and the Lessor desire to
amend the Facility Lease as set forth in Section 2
hereof; and

WHEREAS, the Indenture Trustee has consented
to this Amendment No. 3 pursuant to the Request,
Instruction and Consent effective on March 30, 1987;

NOW, THEREFORE, in consideration of the
premises and of other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowl-
edged, the parties hereto agree as follows:

6091.CHRYSLER.DEBT.71:1







SECTION 1. Definitions.

For purposes hereof, capitalized terms used
herein and not otherwise defined herein or in the
recitals shall have the meanings assigned to such terms
in Appendix A to the Facility Lease.

SECTION 2. Amendments.

(a) Section 3(a) (ii) of the Facility lease (as
amended by Amendment No. 2 thereto) is hereby amended to
read in its entirety as follows:

"(ii) (1) on July 15, 1986 an amount equal
to 4.3683233% of Facility Cost (2) on
January 15, 1987 an amount equal to 4.755716%
of Facility Cost and (3) on July 15, 1987 and
on each Basic Rent Payment Date thereafter to
and including January 15, 2015, an amount
equal to 4.7527840% of Facility Cost; and".

(b) Section 16(a) (v) of the Facility lLease is
hereby amended by (i) striking the "or" at the end of
clause (B) thereof, (ii) inserting an "or" at the end of
clause (C) thereof and (iii) inserting at the end of
such Section 16(a) (v) the following new clause (D):

"(D) an amount equal to the higher of (1)
the Casualty Value (Special Casualty Value if
the Event of Default is an event specified in
clause (v), (viii) or (x)(2) of Section 15
hereof), computed as of the Basic Rent Payment
Date specified in such notice or (2) the Fair
Market Sales Value of the Undivided Interest
and the Real Property Interest;"

(c) Section 16(a)(v) of the Facility lease, as
amended by Amendment No. 1 thereto, is hereby further
amended by deleting the parenthetical phrase first pre-
ceding clause (A) of such Section 16(a) (v) and inserting
in lieu thereof (%and, in the case of (D) below, upon
receipt of such payment the Lessor shall (or, prior to
receipt of such payment, may) Transfer to the lessee the
Undivided Interest and the Real Property Interest)".

6091 .CHRYSLER.DEBT.71:1
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(d) Section 16(a)(vi) of the Facility lease is
hereby amended by inserting the phrase", but not in the
case of an Event of Default specified in clause (iii) of
Section 15," immediately following the words "if it
shall so elect'.

(e) The definitions of "Event of Loss" and
“"Final Shutdown" set forth in Appendlx A to the Fac111ty
Lease are hereby amended to read in their entirety as
set forth in Appendix A-1 hereto.

(£f) The definition of "Undivided Interest
Percentage" set forth in Appendix A to the Facility
Lease is hereby amended in its entirety to read as
follows:

"Undivided Interest Percentage shall, when
used with respect to Unit 1 (not including
Common Facilities), mean an undivided 3.74%
interest therein and shall, when used with
respect to Common Facilities, mean an undi-
vided 1.246667% interest therein.®

‘ SECTION 3. Miscellaneous.

(a) Effective Date of Amendments. The amend-
ments set forth in Section 2 hereof shall be and become
effective upon the execution hereof by the parties
hereto.

(b) COunterpart Execution. This Amendment
No. 3 may be executed in any number of counterparts and
by each of the parties hereto on separate counterparts;
all such counterparts shall together constitute but one
and the same instrument.

(c) Governing Law. This Amendment No. 3 has
been negotiated and delivered in the State of New York
and shall be governed by, and be construed in accordance
with, the laws of the State of New York, except to the
extent that pursuant to the law of the State of Arizona
such law is mandatorily applicable hereto.

@
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(d) Disclosure. Pursuant to Arizona Revised
Statutes Section 33-401, the beneficiary of the Trust
Agreement is Chrysler Financial Corporation, a Michigan
corporation. The address of the beneficiary is
Greenwich Office Park I, Greenwich, Connecticut 06836.
A copy of the Trust Agreement is available for inspec-
tion at the offices of the Owner Trustee at 100 Federal
Street, Boston, Massachusetts 02110, Attention- of
Corporate Trust Division.

@ 87 210923

(e) Amendment No. 3. The single executed orig-
inal of this Amendment No. 3 marked "THIS COUNTERPART IS
THE ORIGINAL COUNTERPART" and containing the receipt of
the Indenture Trustee thereon shall be the "Original" of
this Amendment No. 3. To the extent that the Facility
Lease constitutes chattel paper, as such term is defined
in the Uniform Commercial Code as in effect in any
applicable jurisdiction, no security interest in the
Facility Lease as amended by this Amendment No. 3 may be
created or continued through the transfer or possession
of any counterpart of this Amendment No. 3 other than
the "Original".

@
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IN WITNESS WHEREOF, each of the parties hereto
has caused this Amendment No. 3 to Facility lease to be
duly executed in Boston, Massachusetts, or Albuquerque,
New Mexico, as the case may be, by an officer thereunto
duly authorized.

THE FIRST NATIONAL BANK OF
BOSTON,
not in its individual -
capacity, but solely as
owner Trustee under a Trust
Agreement, dated as of
December 16, 1985, with
Chrysler Financial
Corporation

By DfM/{M

/Assistant Cashier

PUBLIC SERVICE COMPANY OF
| NEW MEXICO

By :
‘ Vice President and Corporate
Controller

@
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IN WITNESS WHEREOF, each of the parties hereto
has caused this Amendment No. 3 to Facility lease to be
duly executed in Boston, Massachusetts, or Albuquerque,
New Mexico, as the case may be, by an officer thereunto
duly authorized.

THE FIRST NATIONAL BANK OF
BOSTON,
not in its individual .
capacity, but solely as
Owner Trustee under a Trust
Agreement,. dated as of
December 16, 1985, with
Chrysler Financial
Corporation

By

Assistant Cashier

PUBLIC SERVICE COMPANY OF

NEW MEXICO
Bx__L%?£%£14$4g}—\////
Vice President Corporate
Contro
5=
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State of New Mexico )

County of Bernallilo )

The foregoing instrument was acknowledged
before me this 27th day of March, 1987, by B.D. Lackey,
the Vice President and Corporate Controller of PUBLIC
SERVICE COMPANY OF NEW MEXICO, a New Mexico corporation,
on behalf of the corporation.

N Ty blic

Commonwealth of Massachusetts

County of Suffolk

The foregoing instrument was acknowledged
before me this 27th day of March, 1987, by James
E. Mogavero, an Assistant Cashier of THE FIRST NATIONAL
BANK OF BOSTON, a national banking association, on
behalf of the banking association as trustee under that
certain Trust Agreement dated as of December 16, 1985
with Chrysler Financial Corporation.

Notary Public

6091.CHRYSLER.DEBT.71:1
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State of New Mexico )

e’

County of Bermnallilo

, The foregoing instrument was acknowledged
before me this 27th day of March, 1987, by B.D. Lackey,
the Vice President and Corporate Controller of PUBLIC
SERVICE COMPANY OF NEW MEXICO, a New Mexico corporation,
on behalf of the corporation.

Notary Public

Commonwealth of Massachusetts

‘ County of Suffolk

The foregoing instrument was acknowledged
before me this 27th day of March, 1987, by James
E. Mogavero, an Assistant Cashier of THE FIRST NATIONAL
BANK OF BOSTON, a national banking association, on
behalf of the banking association as trustee under that
certain Trust Agreement dated as of December 16, 1985
with Chrysler Financial Corporation.

otary Public

JULIE E. COMEAU
Notary Public
My Commission Expires Decomber 17, 1963

6091,.CHRYSLER.DEBT.71:1
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87 210922
SCHEDULE A-1l
to
AMENDMENT NO. 3

Amendment to Definitions of
"Event of Loss" and "Final Shutdown®

Event of Loss shall mean any of the following
events: (a) a Final Shutdown, (b) a Requisition of
Title, (c) a Requisition of Use which can reasonably be
expected to exceed, or for a stated period which ends on
or after, the penultimate day of the lease Term, (d) any
degradation of the rated capacity of Unit 1 to below 630
megawatts electric for an indefinite period which can
reasonably be expected to exceed the lesser of 5 years
and the remaining Lease Term or for a stated period in
excess of the lesser of five years and the remaining
Lease Term (other than as a result of damage to or
destruction of Unit 1), or (e) any degradation of the
rated capacity of Unit 1 to below, or the inability of
Unit 1 to produce electricity at a level above, 630
megawatts electric for the Minimum Period (other than as
a result of damage to or destruction of Unit 1,
Governmental Action or an event referred to in part
(10) (x) or (10)(y) of the definition of "Final
Shutdown"). For purposes of this definition, Minimum
Period shall mean the shorter of (x) the shorter of (1)
an indefinite period unless such period can reasonably
be expected to be shorter than the applicable Benchmark
Period and (2) an actual period in excess of the appli-
cable Benchmark Period and (y) a period beginning on the
date of determination through and including the penulti-
mate day of the Lease Term, and Benchmark Period shall
mean a period equal to any 60 consecutive calendar
months except that a period of 36 consecutive calendar
months shall be applicable with respect to events speci-
fied in part 10(y) of the definition of "Final
Shutdown". The period specified in the foregoing clause
(x) (1) shall be determined by an independent nuclear
consultant agreed to by the Lessee and the Owner
Participant or, failing prompt agreement upon such con-
sultant, appointed by the American Arbitration
Association (or comparable or successor organization).
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Final Shutdown shall mean the earlier to occur
of:

(1) (i) the expiration, suspension (for an'

indefinite period which can reasonably be expected to
exceed the lesser of five years and the remaining Lease
Term or for a stated period in excess of the lesser of
five years and the remaining Lease Term) or revocation
of that portion of the License that permits the opera-
tion of Unit 1 or the possession by the Lessee of the
Undivided Interest and the Real Property Interest,
(ii) the cessation of operation of Unit 1 as a result of
a nuclear incident relating to PVNGS for an indefinite
period which can reasonably be expected to exceed the
lesser of five years and the remaining Lease Term or for
a stated period in excess of the lesser of five years
and the remaining Lease Term, (iii) damage to or
destruction of Unit 1 and the failure of the lessee, or
of the Lessee and one or more other ANPP Participants,
to agree within five years of such damage or destruction
to restore and reconstruct Unit 1 and (iv) damage to or
destruction of Unit 1, without restoration or recon-
struction having been completed by the end of the lease
Term, such that Unit 1 will have a rated capacity as of
the penultimate day of the Lease Term of at least 630
megawatts electric; or

(2) the suspension of the License or that por-
tion of the License that permits the possession by the
Lessee of the Undivided Interest and the Real Property
Interest; or

(3) the suspension (pursuant to 10 C.F.R.
Section 2.202, as amended, and any successor provision)
of the License or that portion of the License that per-
mits the operation of Unit 1, which suspension remains
in effect for three consecutive calendar months; or

(4) the permanent or temporary cessation of
operation of Unit 1 as a result of a Nuclear Incident at
Unit 1 (or if Unit 1 is not in operation immediately
prior to the occurrence of such Nuclear Incident, the
failure to resume operation thereof as a result of such
Nuclear Incident) if (A) the Period of such cessation or
failure equals or exceeds twenty-four consecutive calen-
dar months, or (B) such Nuclear Incident causes the
radiation level in the containment building of Unit 1,
as measured by the average of two high range radiation
monitors in such containment building of Unit 1 (or if

-2-
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only one such monitor is operating at such time, such
monitor) over one hour to equal or exceed 500 rads per
hour; provided, however, this clause (B) shall not apply
in respect of a Nuclear Incident arising solely from a
fuel handling accident; or

(5) the permanent or temporary cessation of
operation of Unit 1 as a result of a Nuclear Incident'at
Unit 2 or 3 (the Affected Unit) (or if Unit 1 is not in
operation immediately prior to the occurrence of such
Nuclear Incident, the failure to resume operation
thereof as a result of such Nuclear Incident) if (a) the
Period of such cessation or failure equals or exceeds
thirty-six consecutive calendar months; or (B) such
Nuclear Incident causes the radiation level in the con-
tainment building of the Affected Unit, as measured by
the average of two high range radiation monitors in such
containment building (or if only one such meonitor is
operating at such time, such monitor) over one hour to
equal or exceed 500 rads per hour; provided, however,
this clause (B) shall not apply in respect of a Nuclear
Incident arising solely from a fuel handling accident;
or

(6) the occurrence of a Nuclear Incident at
Unit 1, 2 or 3 causing (A) substantial injury or death

_ to any person on or off the PVNGS Site or (B) a dis-

charge or dispersal of Source, Special Nuclear or
Byproduct Material from its intended place of confine-
ment in amounts off the PVNGS Site or causing radiation
levels off the PVNGS Site such that, in the case of this
clause (B) (x) the NRC declares the occurrence of an
Extraordinary Nuclear Occurrence or declares any other
event connoting an equivalent level of accident or
(y) the surface contamination dose rate measured off the
PVNGS Site by a radiation monitor at 1 meter above the
surface level equals or is greater at any time than 10
millirads/hour (0.10 milligray/hour) or, in the case of
noble gas plume passage, the radiation dose rate equals
or is greater than 10 rads (0.10 gray) integrated over
24 hours, (or if the NRC shall at any time lower the
radiation levels required for the occurrence of an
Extraordinary Nuclear Occurrence, such lower levels as
shall be consistent with such change by the NRC); or

(7) damage to or destruction of any portion of

Unit 1 and, unless the Lessee theretofore shall have

exercised its purchase option under Section 13(b) of the

Facility Lease, the failure of the Lessee, or of the
—3_
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Lessee and one or more other ANPP Participants, (a) to

agree within eighteen calendar months of such damage or’

destruction (or prior to such earlier date as of which
one or more other ANPP Participants shall agree to
restore or reconstruct any damaged portion of Unit 1 in
accordance with Section 16.2 of the ANPP Participation
Agreement) to restore or reconstruct Unit 1 to comple-
tion prior to the day sixty calendar months after the
date of such agreement and (B) thereafter to complete
the restoration and reconstruction of Unit 1 within a
period of sixty calendar months after the date of such
agreement, provided that no Final Shutdown shall be
deemed to have occurred pursuant to this part (7) if and
so long as Unit 1 is in operation at a rated core power
level of at least 1900 megawatts thermal; or

(8) the non-operation of Unit 1 or the opera-
tion of Unit-1 at a net rated power level below 630
megawatts electric or any combination thereof for any
reason (including, without limitation, the occurrence of
any Nuclear Incident at any generating facility located
anywhere in the world) for a Period of thirty-six con-
secutive calendar months (or a period through the penul-
timate day of the Lease Term if the Lessee shall have
given notice of its intent to exercise the purchase
option permitted by Section 13(b) of the Facility lease)
other than as a result of damage to or destruction of
Unit 1; or

(9) the taking of any Governmental Action or
the adoption or making of any interpretations, direc-
tives or requests by any Governmental Authority
(including, without limitation, the staff thereof) or
the concurrence by any Governmental Authority in the
voluntary action of the operator thereof, in each such
case whether formal or informal, by reason of which
Unit 1 shall cease to operate, or shall be unable under
Applicable Law to resume operation, at a capacity level
of at least 630 megawatts electric for the Minimum
Period; or

(10) the cessation of operation of Unit 1 as a
result of either (x) the occurrence of an Extraordinary
Nuclear Occurrence or an Incipient Extraordinary Nuclear
Occurrence relating to Unit 1 or (y) a Nuclear Incident
relating to Unit 1 and, in the case of this clause (y),
the continuation of such cessation for the Minimum
Period; or :
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(11) damage to Unit 1, without restoration or
reconstruction having been completed by the expiration
of the Minimum Period, such that Unit 1 has a rated
capacity of at least 630 megawatts electric; or

(12) destruction of Unit 1.

For purposes of clause (iii) of part (1) "of
this definition, Final Shutdown will be deemed to have
occurred upon the earlier of (x) the written declaration
of the lessee of its intent not so to agree and (y) the
expiration of such five-year period without written
agreement, and pursuant to the foregoing clause (iv) of
part (1), Final Shutdown will be deemed to have occurred
on the day preceding the Lease Termination Date. For
purposes of part (6) of this definition, a Final
Shutdown shall be deemed to have occurred immediately
and automatically upon the decline of the water coolant
within Unit 1 to a level three feet above the nuclear
fuel and for purposes of parts (9), (10)(y) and (11) of
this definition, on the last day of the Minimum Period.

For purposes of parts (9), (10) and (11) of
this definition, Minimum Period shall have the same
meaning assigned to it in the definition of "Event of
Loss".

For purposes of part (6) of this definition,
Extraordinary Nuclear Occurrence shall have its meaning
as defined in Section 11 of the Atomic Energy Act and
the related NRC regulations, as amended to the date
hereof, and as the meaning of such term shall be
expanded from time to time by future amendments
thereof. The definition of "extraordinary nuclear
occurrence! contained in Section 11 of the Atomic Energy
Act on the date hereof is: "any event causing a dis-
charge or dispersal of source, special nuclear, or by-
product material from its intended place of confinement
in amounts offsite, or causing radiation levels offsite,
which the Commission determines to be substantial, and
which the Commission determines has resulted or will
probably result in substantial damages to persons off-
site or property offsite. Any determination by the
Commission that such an event has, or has not, occurred
shall be final and conclusive, and no other official or
any court shall have power or jurisdiction to review any
such determination. The Commission shall establish
criteria in writing setting forth the basis upon which
such determination shall be made. As used in this

-5-
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subsection, ‘'offsite' means away from 'the location' or
'the contract location! as defined in the applicable
Commission indemnity agreement, entered into pursuant to
section 2210 of this title.®

For purposes of part (10) of this definition:
the term "Extraordinary Nuclear Occurrence" shall have
its meaning as defined in Section 11 of the Atonic
Energy Act of 1954, as amended to the Closing Date; the
term "Incipient Extraordinary Nuclear Occurrence" shall
mean an event causing a discharge or dispersal of
nuclear source, special nuclear or nuclear by-product
material from its intended place of confinement in
amounts off site or on site or causing a radiation level
off site or on site which an independent nuclear consul-
tant agreed to by the Lessee and the Owner Participant
(or, failing prompt agreement, appointed by the American
Arbitration Association) determines to be substantial
and which such consultant determines has resulted in
substantial injury to persons on or off the PVNGS Site
or substantial damage to property off the PVNGS Site;
and the term "”Nuclear Incident” shall mean any occur-
rence causing bodily injury, sickness, disease or death,
or loss of or damage to property, or the loss of use of
property, arising out of or resulting from the radioac-
tive, toxic, explosive or other hazardous properties of
nuclear source, special nuclear or nuclear by-product
material.

For purposes of parts (4), (5), (6) and (8) of
this definition, Nuclear Incident shall have its meaning
as defined in Section 11 of the Atomic Energy Act, as
amended to the date hereof and as the meaning of such
term may be expanded from time to time by future amend-
ments thereof. The definition of "“nuclear incident"
contained in the Atomic Energy Act on the date hereof
is: "Many occurrence, including an extraordinary nuclear
occurrence, within the United States causing, within or
outside the United States, bodily injury, sickness, dis-
ease, or death, or loss of or damage to property, or
loss of use of property, arising out of or resulting
from the radioactive, toxic, explosive, or other hazard-
ous properties of source, special nuclear, or byproduct
material: Provided, however, that as the term is used
in section 2210(1) of this title, it shall include any
such occurrence outside the United States: And provided

further, That as the term is used in section 2210(d) of
this title, it shall include any such occurrence outside
the United States if such occurrence involves source,

-0
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special nuclear, or byproduct material owned by, and
used by or under contract with, the United States: And
provided further, That as the term is used in
section 2210(c) of this title, it shall include any such
occurrence outside both the United States and any other
nation if such occurrence arises out of or results from
the radioactive, toxic, explosive, or other hazardous
properties of source, special nuclear, or byproduct
material licensed pursuant to subchapters Vv, VI, VII,
and IX of this chapter, which is used in connection with
the operation of a licensed stationary production or
utilization facility or which moves outside the territo-
rial limits of the United States in transit from one
person licensed by the Commission to another person
licensed by the Commission."

For purposes of parts (4), (5) and (8) of this
definition, Period of a stated duration in respect of
any event shall mean an indefinite period which can rea-
sonably be expected to exceed the lesser of such dura-
tion and the period remaining to the date which is three
years prior to the end of the remaining Basic lease Term
(or if such event occurs after the date three years
prior to the end of the remaining Basic Lease Term, the
lesser of six months and the period remaining to the day
next preceding the end of the Basic Lease Term) or a
stated period in excess of the lesser thereof or an
actual period which continues in excess of the lesser
thereof.

For purposes of part (6) of this definition,
Source, Special RNuclear or Byproduct Material shall have
their respective defined meanings as defined in
Section 11 of the Atomic .Energy Act of 1954, as amended
to the date hereof and as the meanings of such terms may
be expanded by future amendments thereof.

6091.CHRYSLER.DEBT.71:1
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When Recorded, Return to: Greg R. Nielsen, Esqg.
Snell & Wilmer
3100 Valley Bank Center
Phoenix, Arizona 85073

fasemme 3 e e ————

CERTAIN RIGHTS OF THE LESSOR UNDER THE FACILITY
LEASE AS HERETOFORE AMENDED AND AS AMENDED BY THIS
AMENDMENT NO. 3 THERETO HAVE BEEN ASSIGNED TO, AND ARE
SUBJECT TO A SECURITY INTEREST IN FAVOR OF, CHEMICAL

. BANK, AS INDENTURE TRUSTEE UNDER A TRUST INDENTURE,

MORTGAGE, SECURITY AGREEMENT AND ASSIGNMENT OF RENTS
DATED AS OF DECEMBER 16, 1985, AS AMENDED. THIS
AMENDMENT NO. 3 HAS BEEN EXECUTED IN SEVERAL
COUNTERPARTS. SEE SECTION 3(e) OF THIS AMENIMENT NO. 3
FOR INFORMATION CONCERNING THE RIGHTS OF BOLDERS OF VAR-
IOUS COUNTERPARTS HEREOF AND OF THE FACILITY LEASE.

THIS COUNTERPART IS NOT THE ORIGINAL COUNTERPART.

AMENDMENT NO. 3
Dated as of March 30, 1987

to

FACILITY LEASE
Dated as of December 16, 1985, as amended

between

THE FIRST NATIONAL BANK OF BOSTON, * RECORDED IN OFFICIAL RECORDS
not in its individual capacity, OF MARICOPA COUNTY ARIZONA
but solely as Owner Trustee under APR 7]987 -8 00
a Trust Agreement, dated as of KEITH "OLETIS, County —ar:
December 16, 1985, with Burnham » L ~OUATY wXecorder
Leasing Corporation, Fr /g@} PGS )9/ RAN.
Lessor T, me——

[
and ‘ '

PUBLIC SERVICE COMPANY OF NEW MEXICO,
Lessee

Original Facility lLease recorded December 31, 1985, as
Instrument No. 85-623268, re-recorded April 17, 1986, as
Instrument No. 86-187558, confirmed by document recorded
April 25, 1986, as Instrument No. 86-203239, amended by
Amendment No. 1 thereto recorded July 17, 1986, as
Instrument No. 86-367462, and amended by Amendment No. 2
thereto recorded on November 25, 1986, as Instrument
No. 86-650739, in Maricopa County, Arizona Recorder's
Office.
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AMENDMENT NO. 3, dated as of March 30, 1987
(Amendment No. 3), to the Facility lLease dated as of
December 16, 1985, between THE FIRST NATIONAL BANK OF
BOSTON, a national banking association, not in its indi-
vidual capacity, but solely as Owner Trustee under a
Trust Agreement, dated as of December 16, 1985, with
Burnham Leasing Corporation (the Lessor), and PUBLIC
SERVICE COMPANY OF NEW MEXICO, a New Mexico corporation
(the Lessee).

WITNEGSSETH:

WHEREAS, the lessee and the Lessor have here-
tofore entered into a Facility Lease dated as of
December 16, 1985, as heretofore amended (the Facility
Lease), providing for the lease by the Lessor to the
Lessee of the Undivided Interest and the Real Property
Interest;

WHEREAS, the lLessee and the Lessor desire to
amend the Facility Lease as set forth in Section 2
hereof; and

WHEREAS, the Indenture Trustee has consented
to this Amendment No. 3 pursuant to the Request,
Instruction and Consent effective on March 30, 1987;

NOW, THEREFORE, in consideration of the
premises and of other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowl-
edged, the parties hereto agree as follows:
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SECTION 1. Definitions.

For purposes hereof, capitalized terms used
herein and not otherwise defined herein or in the
recitals shall have the meanings assigned to such terms
in Appendix A to the Facility Lease.

SECTION 2. Amendments.

(a) Section 3(a)(ii) of the Facility lease (as
amended by Amendment No. 2 thereto) is hereby amended to
read in its entirety as follows:

"(ii) (1) on July 15, 1986 an amount equal
to 4.3683233% of Facility Cost (2) on
January 15, 1987 an amount equal to 4.70354%
of Facility Cost and (3) on July 15, 1987 and
on each Basic Rent Payment Date thereafter to
and including January 15, 2015, an amount
equal to 4.7006080% of Facility Cost; and".

(b) Section 16(a) (v) of the Facility lLease is

hereby amended by (i) striking the "or" at the end of
.D clause (B) thereof, (ii) inserting an "or" at the end of
clause (C) thereof and (iii) inserting at the end of

such Section 16(a) (v) the following new clause (D):

" (D) an amount equal to the higher of (1)
the Casualty Value (Special Casualty Value if
the Event of Default is an event specified in
clause (v), (viii) or (x)(2) of Section 15
hereof), computed as of the Basic Rent Payment
Date specified in such notice or (2) the Fair
Market Sales Value of the Undivided Interest
and the Real Property Interest:"

(c) Section 16(a)(v) of the Facility lease, as
amended by Amendment No. 1 thereto, is hereby further
amended by deleting the parenthetical phrase first pre-
ceding clause (A) of such Section 16(a) (v) and inserting
in lieu thereof ("and, in the case of (D) below, upon
receipt of such payment the Lessor shall (or, prior to
receipt of such payment, may) Transfer to the Lessee the
Undivided Interest and the Real Property Interest)".

6091 .BURNHAMUl.DEBT.71:1
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(d) Section 16(a)(vi) of the Facility lease is
hereby amended by inserting the phrase", but not in the
case of an Event of Default specified in clause (iii) of
Section 15," immediately following the words "if it
shall so elect".

(e) The definitions of "Event of Loss" and
"Final Shutdown" set forth in Appendix A to the Facility
Lease are hereby amended to read in their entirety as
set forth in Appendix A-1 hereto.

(f) The definition of "Undivided Interest
Percentage" set forth in Appendix A to the Facility
Lease is hereby amended in its entirety to read as
follows:

vgndivided Interest Percentage shall, when
used with respect to Unit 1 (not including
Common Facilities), mean an undivided
2.266667% interest therein and shall, when
used with respect to Common Facilities, mean
an undivided .755556% interest therein."

SECTION 3. Miscellaneous.

‘ (a) Effective Date of Amendments. The amend-
ments set forth in Section 2 hereof shall be and become
effective upon the execution hereof by the parties
hereto.

(b) cCounterpart Execution. This Amendment
No. 3 may be executed in any number of counterparts and
by each of the parties hereto on separate counterparts;
all such counterparts shall together constitute but one
and the same instrument.

(c) Governing Law. This Amendment No. 3 has
been negotiated and delivered in the State of New York
and shall be governed by, and be construed in accordance
with, the laws of the State of New York, except to the
extent that pursuant to the law of the State of Arizona
such law is mandatorily applicable hereto.
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(d) Disclosure. Pursuant to Arizona Revised - -

Statutes Section 33-401, the beneficiary of the Trust
Agreement is Burnham Leasing Corporation, a New York
corporation. The address of the beneficiary is 60 Broad
Street, New York, New York 10004, Attention: Assistant
Treasurer. A copy of the Trust Agreement is available
for inspection at the offices of the Owner Trustee at
100 Federal Street, Boston, Massachusetts 02110,
Attention of Corporate Trust Division.

(e) Amendment No. 3. The single executed orig-
inal of this Amendment No. 3 marked "THIS COUNTERPART IS
THE ORIGINAL COUNTERPART" and containing the receipt of
the Indenture Trustee thereon shall be the "Original" of
this Amendment No. 3. To the extent that the Facility
lease constitutes chattel paper, as such term is defined
in the Uniform Commercial Code as in effect in any
applicable jurisdiction, no security interest in the
Facility Lease as amended by this Amendment No. 3 may be
created or continued through the transfer or possession
of any counterpart of this Amendment No. 3 other than
the "Original". ’

6091 . BURNHAMU1.DEBT.71:1
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IN WITNESS WHEREOF, each of the parties hereto 87 21092¢
" has caused this Amendment No. 3 to Facility Lease to be
duly executed in Boston, Massachusetts, or Albugquerque,
New Mexico, as the case may be, by an officer thereunto
duly authorized.

THE FIRST NATIONAL BANK OF
BOSTON,
not in its individual
capacity, but solely as
owner Trustee under a Trust
Agreement, dated as of
December 16, 19285, with
Burnham Leasing Corporation

By r>[444a?),———”’29

/ Assistdnt Cashier

PUBLIC SERVICE COMPANY OF
NEW MEXICO

By
Vice President and Corporate
Controller

®
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IN WITNESS WHEREOF, each of the parties hereto
has caused this Amendment No. 3 to Facility lease to be
duly executed in Boston, Massachusetts, or Albuquerque,
New Mexico, as the case may be, by an officer thereunto
duly authorized. ‘

THE FIRST NATIONAL BANK OF
BOSTON,
not in its individual
capacity, but solely as
Owner Trustee under a Trust
Agreement, dated as of
December 16, 1985, with
Burnham Leasing Corporation

By

Assistant Cashier

PUBLIC SERVICE COMPANY OF
NEW MEXICO

By |34V vl
Vice President agg/COrporate
Controlter

6091, BURNHAMUl.DEBT.71:1
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State of New Mexico )

county of Bernallilo )

The foregoing instrument was acknowledged
before me this 27th day of March, 1987, by B.D. Lackey,
the Vice President and Corporate Controller of PUBLIC
SERVICE COMPANY OF NEW MEXICO, a New Mexico corporation,
on behalf of the corporation.

Notary lic

Commonwealth of Massachusetts

County of Suffolk

The foregoing instrument was acknowledged
before me this 27th day of March, 1987, by James E.
Mogavero, an Assistant Cashier of THE FIRST NATIONAL
BANK OF BOSTON, a national banking association, on
behalf of the banking association as trustee under that
certain Trust Agreement dated as of December 16, 1985
with Burnham Leasing Corporation.

Notary Public

6091.BURNHAMU1.DEBT.71:1
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SCHEDULE A-1

87 21092¢

AMENDMENT NO. 3

Amendment to Definitions of .
»Event of Loss"™ and "Final Shutdown"™

Event of Loss shall mean any of the following
events: (a) a Final Shutdown, (b) a Requisition of
Title, or (c) a Requisition of Use for an indefinite
period which can be reasonably expected to exceed, or a
stated period which ends on the last day of or after,
the Lease Term (including the Renewal Term only if the
Renewal Term shall have been elected prior to such
Requisition of Use by the exercise of the renewal option
provided in Section 12 of the Facility Lease).

Final Shutdown shall mean the earlier to occur
of:

(1) the expiration or revocation of the
License or that portion of the License that permits the
operation of Unit 1 or the expiration, suspension or
revocation of the License or that portion of the License
that permits the possession by the Lessee of the
Undivided Interest and the Real Property Interest; or

(2) the suspension (pursuant to 10 C.F.R.
Section 2.202, as amended, and any successor provision)
of the License or that portion of the License that per-
mits the operation of Unit 1, which suspension remains
in effect for three consecutive calendar months; or

(3) the permanent or temporary cessation of
operation of Unit 1 as a result of a Nuclear Incident at
Unit 1 (or if Unit 1 is not in operation immediately
prior to the occurrence of such Nuclear Incident, the
failure to resume operation thereof as a result of such
Nuclear Incident) if (A) the Period of such cessation or
failure equals or exceeds twenty-four consecutive calen-
dar months, or (B) such Nuclear Incident causes the
radiation level in the containment building of Unit 1,
as measured by the average of two high range radiation
monitors in such containment building of Unit 1 (or if
only one such monitor is operating at such time, such
monitor) over one hour to equal or exceed 500 rads per
hour; provided, however, this subsection (B) shall not
apply in respect of a Nuclear Incident arising solely
from a fuel handling accident; or

6091 . BURNHAMU1.DEBT.71:1
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State of New Mexico ) | | 87 21 0925

)
County of Bernallilo )

The foregoing instrument was acknowledged
before me this 27th day of March, 1987, by B.D. Lackey,
the Vice President and Corporate Controller of PUBLIC
SERVICE COMPANY OF NEW MEXICO, a New Mexico corporation,
on behalf of the corporation.

Notary Public

Commonwealth of Massachusetts

County of Suffolk

The foregoing instrument was acknowledged
before me this 27th day of March, 1987, by James E.
Mogavero, an Assistant Cashier of THE FIRST NATIONAL
BANK OF BOSTON, a national banking association, on
behalf of the banking association as trustee under that
certain Trust Agreement dated as of December 16, 1985

with Burnham Leasing Corporation.
; /
otary Public

JULIE E. COMEAY
Notary Public
‘UYCOanmﬂonEnﬁmmdkxnnﬂxn17;ﬂ!n
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(4) the permanent or temporary cessation of
operation of Unit 1 as a result of a Nuclear Incident at
Unit 2 or 3 (the Affected Unit) (or if Unit 1 is not in
operation immediately prior to the occurrence of such
Nuclear Incident, the failure to resume operation
thereof as a result of such Nuclear Incident) if (A) the
Period of such cessation or failure equals or exceeds
thirty-six consecutive calendar months; or (B) such
Nuclear Incident causes the radiation level in the con-
tainment building of the Affected Unit, as measured by
the average of two high range radiation monitors in such
containment building (or if only one such monitor is
operating at such time, such monitor) over one hour to
equal or exceed 500 rads per hour; provided, however,
this subsection (B) shall not apply in respect of a
Nuclear Incident arising solely from a fuel handling
accident;

(5) the occurrence of a Nuclear Incident at

87 21092¢

Unit 1, 2 or 3 causing (A) substantial injury or death -

to any person on or off the PVNGS Site.or (B) a dis-
charge or dispersal of Source, Special Nuclear or
Byproduct Material from its intended place of confine-
ment in amounts off the PVNGS Site or causing radiation
levels off the PVNGS Site such that, in the case of (B)
above (x) the NRC declares the occurrence of an
Extraordinary Nuclear Occurrence or declares any other
event connoting an equivalent level of accident or
(y) the surface contamination dose rate measured off the
PVNGS Site by a radiation monitor at 1 meter above the
surface level equals or is greater at any time than 10
millirads/hour (0.10 milligray/hour) or in the case of
noble gas plume passage, the radiation dose rate equals
or is greater than 10 rads (0.10 gray) integrated over
24 hours, (or if the NRC shall at any time lower the
radiation levels required for the occurrence of an
Extraordinary Nuclear Occurrence, such lower levels as
shall be consistent with such change by the NRC); or

(6) damage to’ or destruction of any portion of
Unit 1 and, unless the Lessee theretofore shall have
exercised its purchase option under Section 13(b) of the
Facility Lease, the failure of the lLessee, or of the
Lessee and one or more other ANPP Participants, (A) to
agree within eighteen calendar months of such damage or
destruction (or prior to such earlier date as of which
one or more other ANPP Participants shall agree to
restore or reconstruct any damaged portion of Unit 1 in
accordance with Section 16.2 of the ANPP Participation

-2-
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Agreement) to restore or reconstruct Unit 1 to
completion prior to the day sixty calendar months after
the date of such agreement and (B) thereafter to com-
plete the restoration and reconstruction of Unit I
within a period of sixty calendar months after the date
of such agreement, provided that no Final Shutdown shall
be deemed to have occurred pursuant to this clause (6)
if and so long as Unit 1 is in operation at a rated core
power level of at least 1900 megawatts thermal; or

(7) the non-operation of Unit 1 or the opera-
tion of Unit 1 at a net rated power level below 630
megawatts electric or any combination thereof for any
reason (including, without limitation, the occurrence of
any Nuclear Incident at any generating facility located
anywhere in the world) for a Period of thirty-six con-
secutive calendar months (or a period through the penul-
timate day of the Lease Term if the Lessee shall have
given notice of its intent to exercise the purchase
option permitted by Section 13(b) of the Facility lLease)
other than as a result of damage to or destruction of
Unit 1.

For purposes of this definition, a Final Shutdown
resulting from the occurrence of an event described in
clause (5) above shall be deemed to have occurred imme-
diately and automatically upon the decline of the water
coolant within Unit 1 to a level three feet above the
nuclear fuel.

For purposes of the definition of "Final
Shutdown™ only, the following capitalized terms set
forth therein shall have the following meanings (other
capitalized terms having the respective meanings set
forth in Appendix A to the Facility ILease):

Extraordinary Nuclear Occurrence shall have
its meaning as defined in Section 11 of the Atomic
Energy Act and the related NRC regulations, as amended
to the date hereof, and as the meaning of such term
shall be expanded from time to time by future amendments
thereof. The definition of "extraordinary nuclear
occurrence" contained in Section 11 of the Atomic Energy
Act on the date hereof is: "any event causing a dis-
charge or dispersal of source, special nuclear, or by-
product material from its intended place of confinement
in amounts offsite, or causing radiation levels offsite,
which the Commission determines to be substantial, and
which the Commission determines has resulted or will

-3
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probably result in substantial damages to persons

offsite or property offsite. Any determination by the-

Commission that such an event has, or has not, occurred
shall be final and conclusive, and no other official or
any court shall have power or jurisdiction to .review any
such determination. The Commission shall establish cri-
teria in writing setting forth the basis upon which such
determination shall be made. As used in this subsec-
tion, 'offsite' means away from *‘the location' or 'the
contract location' as defined in the applicable
Commission indemnity agreement, entered into pursuant to
section 2210 of this title."

Nuclear Incident shall have its meaning as
defined in Section 11 of the Atomic Energy Act, as
amended to the date hereof and as the meaning of such
term may be expanded from time to time by future amend-
ments thereof. The definition of "nuclear incident"
contained in the Atomic Energy Act on the date hereof
is: Yany occurrence, including an extraordinary nuclear
occurrence, within the United States causing, within or
outside the United States, bodily injury, sickness, dis-
ease, or death, or loss of or damage to property, or
loss of use of property, arising out of or resulting
from the radioactive, toxic, explosive, or other hazard-
ous properties of source, special nuclear, or byproduct
material: Provided, however, that as the term is used
in section 2210(1) of this title, it shall include any
such occurrence outside the United States: And provided
further, That as the term is used in section 2210(d) of
this title, it shall include any such occurrence outside
the United States if such occurrence involves source,
special nuclear, or byproduct material owned by, and
used by or under contract with, the United States: And
provided further, That as the term is used in
section 2210(c) of this title, it shall include any such
occurrence outside both the United States and any other
nation if such occurrence arises out of or results from
the radioactive, toxic, explosive, or other hazardous
properties of source, special nuclear, or byproduct
material licensed pursuant to subchapters Vv, VI, VII,
and IX of this chapter, which is used in connection with
the operation of a licensed stationary production or
utilization facility or which moves outside the territo-
rial limits of the United States in transit from one
person licensed by the Commission to another person
licensed by the Commission."

6091 . BURNHAMU1.DEBT.71:1
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Period of a stated duration in respect of any
event shall mean an indefinite period which can reason-
ably be expected to exceed the lesser of such duration
and the period remaining to the date which is three
years prior to the end of the remaining Basic lease Term
(or if such event occurs after the date three years
prior to the end of the remaining Basic lLease Term,. the
lesser of six months and the period remaining to the day
next preceding the end of the Basic lLease Term) or a
stated period in excess of the lesser thereof or an
actual period which continues in excess of the lesser
thereof.

Source, Special Nuclear or Byproduct Material
shall have their respective defined meanings as defined
in Section 11 of the Atomic Energy Act of 1954, as
amended to the date hereof and as the meanings of such
terms may be expanded by future amendments thereof.

6091, BURNHAMU1l.DEBT.71:1
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When Recorded, Return to: Greg R. Nielsen, Esq.
Snell & Wilmer
3100 Valley Bank Center
Phoenix, Arizona 85073

CERTAIN RIGHTS OF THE LESSOR UNDER THE FACILITY
LEASE AS HERETOFORE AMENDED AND AS FURTHER AMENDED BY
THIS AMENDMENT NO. 3 THERETO HAVE BEEN ASSIGNED TO, AND
ARE SUBJECT TO A SECURITY INTEREST IN FAVOR OF, CHEMICAL
BANK, AS INDENTURE TRUSTEE UNDER A TRUST INDENTURE,
MORTGAGE, SECURITY AGREEMENT AND ASSIGNMENT OF RENTS
DATED AS OF JULY 31, 1986, AS HERETOFORE AMENDED. THIS
AMENDMENT NO. 3 HAS BEEN EXECUTED IN SEVERAL
COUNTERPARTS. SEE SECTION 3(e) OF THIS AMENDMENT NO. 3
FOR INFORMATION CONCERNING THE RIGHTS OF HOLDERS OF VAR-
IOUS COUNTERPARTS HEREOF.’

THIS COUNTERPART IS NOT THE ORIGINAL COUNTERPART.

AMENDMENT NO. 3
Dated as of April 8, 1987
to
FACILITY LEASE

Dated as of July 31,. 1986,
as heretofore amended,

between

THE FIRST NATIONAL BANK OF BOSTON,
not in its individual capacity,
but solely as Owner Trustee
under a Trust Agreement, dated as
of July 31, 1986,
with Chase Manhattan Realty
Leasing Corporation,

Lessor
and
PUBLIC SERVICE COMPANY OF NEW MEXICO,
Lessee

Original Facility Lease Recorded on August 1, 1986, as
Instrument No. 86-404570, Amendment No. 1 Recorded on
November 25, 1986, as Instrument No. 86-650771, and
Amendment No. 2 Recorded on December 17, 1986, as
Instrument No. 86-695945, all in Maricopa County
Recorder's Office.

ggc&:‘ggg ILN OFFICIAL RECORDS
COUNTY, ARIZONA
APR 30 198

KEITH POLETIS, County Recorder

7 ~4.90

FEE) 320 pas / 7 L.
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0 AMENDMENT NO. 3, dated as of April 8, 1987
(Amendment No. 3), to the Facility Lease dated as of
July 31, 1986, as heretofore amended, between THE FIRST
NATIONAIL BANK OF BOSTON, a national banking association,
not in its individual capacity, but solely as Owner
Trustee under a Trust Agreement, dated as of July 31,
1986, with Chase Manhattan Realty Leasing Corporation, a
New York corporation (the Lessor), and PUBLIC SERVICE
COMPANY OF NEW MEXICO, a New Mexico corporation (the
lessee).

WITNESSETH:

WHEREAS, the Lessee and the Lessor have here-
tofore entered into a Facility Lease dated as of
July 31, 1986, as heretofore amended (the Facility
Lease), providing for the lease by the Lessor to the
Lessee of the Undivided Interest and the Real Property
Interest;

WHEREAS, the Lessee and the Lessor desire to
r amend the Facility Lease as set forth in Section 2 .
hereof; and

WHEREAS, the Indenture Trustee has consented
to this Amendment No. 3 pursuant to the Request,
Instruction and Consent effective on April 8, 1987;

NOW, THEREFORE, in consideration of the
premises and of other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowl-
edged, the parties hereto agree as follows:

SECTION 1. Definitions.

For purposes hereof, capitalized terms used
herein and not otherwise defined herein or in the
recitals shall have the meanings assigned to such terms
in Appendix A to the Facility Lease.

‘ 6091 .CHASE.DEBT.160:1
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0 SECTION 2. Amendments.

(a) Section 5(a) of the Facility Lease is
hereby amended to read in its entirety as follows:

"(a) Return of the Undivided Interest. On
the Lease Termination Date, the Lessee will
(1) surrender possession of the Undivided
Interest and the Real Property Interest to the
Lessor (or to a Person specified by the Lessor
to the Lessee in writing not less than 6
months prior to the Lease Termination Date)
(1) with full rights as a "Transferee" and the
sole "Participant" with respect to the
Undivided Interest and the Real Property
Interest within the meaning of Section 15.10
of the ANPP Participation Agreement and (ii)
without a Price-Anderson Event (as hereinafter
defined) having arisen prior to, or arising
upon, or immediately following, such surrender
and (2) furnish to the Lessor: (i) copies
certified by a senior officer of the Lessee of
all Governmental Action necessary to effect
such surrender (including, but without limita-
tion, appropriate amendments to the License
permitting the Lessor (without the Lessor

‘ being required to change its business) or such
Person to possess the Undivided Interest and
the Real Property Interest with or without the
continued involvement of the Lessee as Agent),
which Governmental Action shall be in full
force and effect; and (ii) an opinion of coun-
sel (which may be Mudge Rose Guthrie Alexander
& Ferdon, Snell & Wilmer or another counsel
experienced with NRC and other nuclear matters
reasonably satisfactory to the Owner
Participant) to the effect that (A) the Lessee
has obtained all Governmental Action and
action under the ANPP Participation Agreement
necessary to effect such surrender by the
Lessee and receipt of possession by the Lessor
(or by the Person so specified by the lessor)
and (B) such Governmental Action is in full
force and effect. At the time of such return
the Lessee shall pay or have paid all amounts
due and payable, or to become due and payable,
by it as an ANPP Participant under each and
every ANPP Project Agreement allocable or

@
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87 240895

v O chargeable (whether or not payable during or
after the Lease Term) to the Undivided
Interest or the Real Property Interest in
respect of any period or periods ending on or -
prior to the Lease Termination Date
(including, but without limitation, all
amounts payable with respect to any and all
discretionary Capital Improvements to Unit 1
or the PVNGS Site approved or authorized
(without the concurrence of the Owner
Participant) within the 3-year period preced-
ing the end of the Lease Term, whether or not
implementation thereof has been completed on
or prior to the Lease Termination Date), and
the Undivided Interest and the Real Property
Interest shall be free and clear of all Liens
(other than Permitted Liens described in
clauses (i), (v) (other than those arising by,
through or under the Lessee alone), (vi),
(vii) (other than as aforesaid), (viii) (other
than as aforesaid), (ix) and (x) of the defin-
ition of such term) and in the condition and
state of repair required by Section 8. In the
event that on or prior to the Lease
Termination Date there shall have occurred a
default by any ANPP Participant (other than
the Lessee) under the ANPP Participation

‘ Agreement and such default shall not have been
cured by the defaulting ANPP Participant, then
(i) the Lessee agrees to indemnify and, hold
the Lessor (and each successor, assign and
transferee thereof) harmless against any and
all obligations under the ANPP Participation
Agreement with respect to contributions or
payments required to be made thereby as a
result of such default and (ii) the Lessor
(and each successor, assign and transferee
thereof) agrees to reimburse the Lessee for
all amounts paid by the lLessee pursuant to the
foregoing clause (i) to the extent, but only
to the extent, that the Lessor (or such suc-
cessor, assign or transferee) shall have actu-
ally received proceeds from the sale of the
Generation Entitlement Share of the defaulting
ANPP Participant as a result of the payment
made by the Lessee pursuant to the foregoing
clause (i), and, to the extent the lessor (or
such successor, assign or transferee) shall
have received such proceeds, the amount to be

-3
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Q reimbursed to the Lessee pursuant to this
clause (ii) shall include interest at the
Prime Rate from the date of any payment by the
- Lessee pursuant to the foregoing clause (i)
through the date of reimbursement of such
amount pursuant to this clause (ii). For pur-
poses of this Section 5(a) a "Price-Anderson
Event" shall mean any change in, or new inter-
pretation by Governmental Authority having
jurisdiction of, Applicable Law, including
without limitation the Price-Anderson Act, the
Atomic Energy Act and the regulations of the
NRC, in each case as in effect on the Closing
Date, but only if such change is specified in
clauses (2) (i) through (iv) of the definition
of "Deemed Loss Event" (other than a change
which is specified in clause (A) of the defin-
ition of "Acceptable Change")."

(b) A new Section 8(g) of the Facility Lease
is inserted therein, to read in its entirety as
follows:

"(g) Useful Life. If the Lessee shall not
theretofore have exercised its option under
Section 13 to purchase the Undivided Interest
and the Real Property Interest, then (i) if
the Lessee shall not theretofore have exer-
cised its option to renew the Lease pursuant
to Section 12, on January 15, 2014, the Lessee
shall initiate the Appraisal Procedure to
determine the remaining Economic Useful Life
of Unit 1 as of July 15, 2014 and (ii) on the
Rent Payment Date occurring one year prior to
the end of the Renewal Term, if any, the
Lessee shall initiate the Appraisal Procedure
to determine the remaining Economic Useful
Life of Unit 1 as of the date six months prior
to the end of the Renewal Term. The Lessee
and the Lessor agree to use their best efforts
to ensure that such determination of remaining
economic useful life is made no later than
July 15, 2014 (in the case of the first such
determination) and six months prior to the end
of the Renewal Term (in the case of the second
such determination)."

‘ 6091.CHASE.DEBT.160:1
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. (c) Section 15(iv) of the Facility Lease is
hereby amended to read in its entirety as follows:
w(iv) (1) the Lessee shall fail to per-
form its agreements set forth in Section 5(a)
hereof or (2) the remaining Economic Useful
Life of Unit 1, as determined under
Section 8(g) if required thereby to be so
determined, shall be (x) as of the date six
months prior to the end of the Basic Lease
Term, less than five and one-half years or (y)
as of the date six months prior to the end of
the Renewal Term, three and one-half years:
orll

(d) Section 16(a) (vii) of the Facility Lease
is hereby amended to read in its entirety as follows:

w(vii) in the case of an Event of
Default specified in clause (iv) of Section
15, the Lessor may demand, by written notice
to the Lessee specifying a payment date which
shall be (A) in the case of an Event of
Default specified in subclause (1) of said
clause (iv), not earlier than the date 30 days

~after the last Basic Rent Payment Date of the -
Lease Term, and (B), in the case of an Event
‘ of Default specified in subclause (2) of said
clause (iv), the last Basic Rent Payment Date
of the Lease Term, that the Lessee pay to the
Lessor, and the Lessee shall pay to the
Lessor, on such payment date, as liquidated
damages for loss of a bargain and not as a
penalty, any unpaid Rent due through such last
Basic Rent Payment Date plus an amount (not
less than zero) equal to the Fair Market Sales
Value (determined without regard to the obli-
gation of the Lessee under Section
10(b) (3) (xi) of the Participation Agreement)
of the Undivided Interest and the Real
Property Interest (determined on the basis of
the actual condition of Unit 1) determined as
of such last Basic Rent Payment Date (together
with interest on such amount at the interest
rate specified in Section 3(b) (iii) from such .
last Basic Rent Payment Date to the date of
actual payment) and upon receipt of such
payment the Lessor shall (or may prior to the
receipt of such payment) Transfer to the

-5=
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Property Interest); prov1ded however, that
the Lessor may not exercise the foreg01ng
remedy if the Lessor shall have failed to
Transfer the Undivided Interest and the Real
Property Interest to the bidder (which shall
not be the Lessee or an Affiliate of the
Lessee) that shall have submitted the highest
cash bid on or before the date on which such
Event of Default arose excluding, however, any
such cash bid which the Lessor or the Owner
Participant determines was not submitted in
good faith, or as to which the bidder fails to
certify to the Lessor such information as the
Lessor or Owner Participant may reasonably
request in order to determine whether or not
such bid was submitted in good faith (and the
Lessor agrees that it will, if and to the
extent so requested by the Lessee on or after
the date 90 days preceding such last Basic
Rent Payment Date, use reasonable efforts (at
the expense of the Lessee) for a period ending
on the day 90 days after such last Basic Rent
Payment Date, to find a Person willing to
submit such cash bid; provided, however, that
the failure of ‘the Lessor to do so shall not
relieve the Lessee of its obligations under

0 Lessee the Undivided Interest and the Real

‘ this clause (vii))
(e) The definition of "Acceptable Change" set
forth in Appendlx A to the Facility Lease is hereby
amended to read in its entirety as follows:

"Acceptable Change shall mean any change in or
new interpretation by Governmental Authority having
jurisdiction of the Price-Anderson Act or the Atomic
Energy Act (or the regulatlons of the NRC relating
thereto) if, after giving effect to such change or new
1nterpretatlon'

(A) (a) the "aggregate liability" for a single
"nuclear incident" of '"persons indemnified"
shall not exceed $6.563 billion (assuming 101
operating nuclear facilities participating in
the deferred premium or similar plan referred
to in clause (c) below and subject to adjust-
ment in an amount not exceeding (X) $63
million for each increase or decrease in said
number of operating nuclear facilities and (Y)

-G
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0 the aggregate of all changes in such
"aggregate liability" to reflect the effects
of inflation contemplated pursuant to clause

(c) below);

(b) the "aggregate liability" for a single
"nuclear incident" of "persons indemnified"
shall not exceed the sum of, without duplica-
tion, (X) the amount of insurance coverage
available from commercial insurance underwrit-
ers on terms substantially equivalent (in the
reasonable opinion of the Owner Participant)
to the terms in effect on the Closing Date
under Applicable Law and required to be main-
tained by each licensee with respect to any
single nuclear facility, and (Y¥) the maximum
aggregate amount payable with respect to a
single "nuclear incident" by all licensees of
nuclear facilities participating in any
deferred premium or similar plan required
under Applicable Law, by more than $40
million.

(c) the amount payable by all licensees of a
single nuclear facility with respect to such
facility under any deferred premium or similar
plan required under Applicable Law shall not
exceed $63 million per "nuclear incident"”
(subject to an annual adjustment upward for
each calendar year after the enactment of a
change in the Price-Anderson Act (if such
change increases the standard deferred
premium) by an amount equal to, if specified
by such change or otherwise by Applicable law,
(X) the annual percentage change during the
‘immediately prior calendar year in the
implicit price deflator for the Gross National
Product published by the United States
Department of Commerce or (Y) the annual per-
centage change in the consumer price index
since the immediately prior calendar year;
provided, however, that (i) in the event that
Applicable Law shall not specify an inflation
adjustment, then the inflation adjustment per-
mitted by this parenthetical shall be that
specified in the preceding sub-clause (X) and
(ii) in the event that Applicable Law shall
specify a standard deferred premium below $63
million, the inflation adjustment factor shall

-] -
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O not be available to increase the standard
deferred premium permissible under this clause
(c) beyond $63 million until such lower
deferred premium (as so inflated) equals or
exceeds $63 million);

(d) the amount payable by all licensees of a
single nuclear facility with respect .to such
facility in any one year with respect to any
one '"nuclear incident" under any deferred pre-
mium or similar plan required under Applicable
Law shall not exceed $12 million;

(e) insurance or other financial protection
shall be in effect under which the providers
of such insurance or other financial protec-
tion shall agree to pay any amount payable by
any licensee under any deferred premium or
similar plan upon a default in such payment by
such licensee up to a maximum aggregate amount
for all such defaults in payment of not less
than $30 million:;

(f) a provision shall be included (X) which
authorizes (whether or not subject to appro-
priation acts) the NRC or other Governmental
Authority to borrow from the United States
Treasury (1) to make payments on behalf of any
licensees under any deferred premium or simi-
lar plan and (2) to make payments to claimants
in the event that funds available to pay valid
claims in any year are insufficient as a
result of any limitation on the amount of
deferred premiums that may be required of a
licensee under Applicable Law (in both cases
the reimbursement obligation of such licensees
in any calendar year shall not exceed
$12 million, plus interest), or (Y) which
makes the exclusive source of payments for
public liability claims the funds prov1ded by
financial protection required by Appllcable
Law and, where appropriate, funds provided as
a result of NRC or other Governmental
Authority borrow1ngs or (2) which establishes
another mechanism under 'which the maximum
potential liability of all Persons during any
calendar year as a result of a "nuclear
incident" shall not exceed the amount of
insurance or other financial protection

-8~
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’ 0 required to be available during such calendar
year to pay all amounts which may become pay-
able by any such Person, when and as they
become payable, in respect of such liability;

(g) there shall be no claim, liability or
expense excluded (1) from the limitation of
liability established by the Price-Anderson
Act (as in effect on the Closing Date)
(through modification of the definitions of
"aggregate liability", "persons indemnified",
"nuclear incident" or otherwise) or (2) under
commercially available insurance or other
financial protection required under Applicable
Law (as in effect on the Closing Date) (other
than an exclusion of the costs of investigat-
ing and settling claims and defending suits
for damages), except, for purposes of
subclauses (1) and (2) of this clause (g), to
the extent excluded pursuant to Applicable Law
as in effect on the Closing Date;

(h) subject only to clause (b) above, policies
of insurance, 1nc1ud1ng policies in respect of
any deferred premium or similar plan, shall
provide, or shall have been amended or modi-
fied to provide, in both timing and amount,
and make available, or shall have been amended
or modified to make available, financial pro-
tection required under Applicable Law; and

(i) neither the Owner Trustee nor the Owner
Participant shall be (in the opinion of inde-
pendent counsel to the Owner Participant)
exposed to any other increase in its real or
potential liability with respect to a "nuclear
incident", either during or subsequent to the
Lease Term; or

(B) at all times from the date of such change
to, but not including, the Lease Termination Date,

(a) a provision shall be included, with lan-
guage reasonably satisfactory to the Owner
Participant, which exempts the Owner Trustee
and the Owner Part1c1pant from all real or
potential liability in respect of a 'nuclear
incident" so long as neither the Owner Trustee
nor the Owner Participant is in actual

-0 -
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Undivided Interest, unless (in the opinion of
independent counsel to the Owner Participant)

- (x) a court could reasonably hold that the
statute incorporating such provision is uncon-
stitutional or (y) there shall have occurred a
subsequent change in, or new 1nterpretat10n by
Governmental Authority hav1ng jurisdiction of,
the exemptlon from liability provided by such
provision as to interests of the Owner Trustee
and the Owner Participant in Unit 1 which
change or new interpretation renders ineffec-
tive such exemption;

‘) possession and control of Unit 1 or the

(b) the "aggregate liability" for a single
"nuclear incident" of "persons indemnified"
shall not exceed $13 billion (assuming 101
operating nuclear facilities participating in
the deferred premium or similar plan referred
to in clause (c) of paragraph (A) above and
subject to adjustment in an amount not exceed-
ing (X) $126 million for each increase or
decrease in said number of operating nuclear
facilities and (Y¥) the aggregate of all
changes -in such "aggregate liability" to
reflect the effects of inflation contemplated
pursuant to clause (c) of paragraph (A) above
0 (but without giving effect to clause (ii) of
the proviso set forth in such clause)); and

(c) the amount payable by all licensees of a
single nuclear facility in respect of such
facility in any one year and with respect to
any one "nuclear incident” under any deferred
premium or similar plan required by Applicable
Law shall not exceed $36 million (subject to
adjustment as provided in subclause (Y) of the
preceding clause (b)).

For purposes of this definition, "nuclear
facility" shall mean and refer to a facility
designed for produc1ng substantial amounts of
electricity and having a rated capacity of
100,000 electrical kilowatts or more."

-]10~-
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entirety as follows:

Appendix A to the Facility Lease,
entirety as follows:
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(f) A new definition is hereby added to

"Decommissioning shall mean the decommis-
sioning and retirement from service of Unit 1,
and the related possession, maintenance and
disposal of radioactive material used in or
produced incident to the possession and opera-
tion of Unit 1, including, without limitation,
(1) placement and maintenance of Unit 1 in a
state of protective storage, (ii) in-place
entombment and maintenance of Unit 1,
(iii) dismantlement of Unit 1, (iv) any other
form of decommissioning and retirement from
service required by or acceptable to the NRC
and (v) all activities undertaken incident to
the implementation thereof and to the obtain-
ing of NRC authority therefor, including,
without limitation, maintenance, storage, cus-
tody, removal, decontamination, and disposi-
tion of materials, equipment and fixtures,
razing of Unit 1, removal and disposition of
debris from the PVNGS Site, and restoration of
the PVNGS Site related to Unit 1 for unre-
stricted use."

to read in its

(g9) A new definition is hereby added to

"Decommissioning Costs shall mean all
costs, liabilities and expenses relating or
allocable to, or incurred in connection with,
the Decommissioning of Unit 1, including,
without limitation, (i) any and all costs of
activities undertaken to terminate NRC licens-
ing authority and requirements to own, operate
and possess Unit 1 and to possess radioactive
material used in or produced incident to the
possession and operation of Unit 1; and
(ii) any and all costs of activities under-
taken, prlor to termination of all NRC licens-
ing authority and requirements with respect to
Unit 1 and the radioactive material used in or
produced incident to the posse351on and opera-
tion of Unit 1, to possess, malntaln, and
dispose of radioactive material used in or

-1]-
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Appendix A to the Facility Lease,
entirety as follows:

produced incident to the possession and
operation of Unit 1."
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(h) A new definition is hereby added to

"Economic Useful Life shall mean that
period (commenc1ng on the date as of which the
determination of Economic Useful Life is to be
made as provided in Section 8(g) of the
Facility Lease and ending on the date upon
which either of the states of affairs
described in clauses (i) and (ii) below ceases
to apply, or can reasonably be expected to
cease to apply, to Unit 1) during which (i)
Unit 1 will be useful to, and usable by, any
owner or lessee thereof as a facility for the
generatlon of electric power and (ii) Unit 1
is an economic and commercially pract1ca1
facility for the generation of electric power
capable of produc1ng (after taking into
account costs of capital) a reasonable eco-
nomic return to the owner thereof. For the
purposes of determinations under clauses (i)
and (ii) above, the following factors, among
others, shall be taken into account (as such
factors obtain on the date of determination
and as such factors are reasonably expected to
obtain in the future): (a) provisions of the
ANPP Project Agreements (including, without
limitation, the ANPP Participation Agreement
and the Material Project Agreements (or sub-
stitutes for such Material Project Agreements
in effect on the date of determination)); (b)
the actual condition and performance of
Unit 1; (c¢) the actual condition and per-
formance of such other facilities constituting
PVNGS (including, without limitation, the
common Facilities) as are integral to the
operation of Unit 1; (d) the actual condition
of, and access of the ANPP Participants to,
the ANPP Sw1tchyard and such other transmis-
sion facilities as are available and necessary
to permit the transmission of the maximum
amount of power generated by PVNGS; (e) the
cost of obtaining, handling, storing and
disposing of nuclear fuel for Unit 1l; (f) the
projected cost (including, without limitation,

-]2=-
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costs attributable to obligations to fund any
reserve fund maintained (or funded) by
licensed owners and/or lessees of Unit 1 to
the extent dedicated to (or attributable to
and freely available with respect to) Unit 1
(the Unit 1 Fund)) or the Decommissioning or
retirement from service of Unit 1 including,
without limitation, Decommissioning Costs
(taking into account the balance (plus
projected investment earnings thereon) of the
Unit 1 Fund):; (g) the cost of Capital
Improvements to Unit 1 then planned to be
made, or reasonably expected to be made; (h)
the cost of acquiring or leasing the Unit 1
Retained Assets; (i) the current status of all
Governmental Action with respect to Unit 1
(including, without limitation, the License)
required to permit licensed owners and/or les-
sees to possess and (in the case of the
Operating Agent) to operate Unit 1 and such
other facilities constituting PVNGS
(including, without limitation, the Common
Facilities) as are integral to the operation
of Unit 1; and (j) the relative cost of
producing an amount of electric power and
energy equivalent to the generating capacity
of Unit 1 from other facilities then available
in the region serviced, or reasonably expected
to be serviced, by PVNGS."

SECTION 3. Miscellaneous.

(a) Effective Date of Amendments. The amend-
ments set forth in Section 2 hereof shall be and become
effective upon the execution hereof by the parties
hereto.

(b) Counterpart Execution. This Amendment No.
3 may be executed in any number of counterparts and by
each of the parties hereto on separate counterparts; all
such counterparts shall together constitute but one and
the same instrument. . )

(c) Governing Law. This Amendment No. 3 has
been negotiated and delivered in the State of New York
and shall be governed by, and be construed in accordance
with, the laws of the State of New York, except to the
extent that pursuant to the law of the State of Arizona
such law is mandatorily applicable hereto.

-13~
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Q (d) Disclosure. Pursuant to Arizona Revised

Statutes Section 33-401, the benef1c1ary of the Trust
Agreement is Chase Manhattan Realty leasing Corporatlon,
a New York corporation. The address of the beneficiary
is One Chase Manhattan Plaza, New York, New York 1008l.
A copy of the Trust Agreement is available for inspec-
tion at the offices of the Owner Trustee at 100 Federal
Street, Boston, Massachusetts 02110, Attention of
Corporate Trust Division.

(e) Amendment No. 3. The single executed orig-
1na1 of this Amendment No. 3 marked "THIS COUNTERPART IS
THE ORIGINAL COUNTERPART" and containing the receipt of
the Indenture Trustee thereon shall be the "Original" of
this Amendment No. 3. To the extent that this Amendment
No. 3 constitutes chattel paper, as such term is defined
in the Uniform Commercial Code as in effect in any
applicable jurisdiction, no security interest in this
Amendment No. 3 may be created or continued through the
transfer or possession of any counterpart other than the
"Original".
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- IN WITNESS WHEREOF, each of the parties hereto
has caused this Amendment No. 3 to Facility lLease to be
duly executed by an officer thereunto duly authorized. ) B

THE FIRST NATIONAL BANK OF
BOSTON,
not in its individual
capacity, but solely as
Owner Trustee under a Trust
Agreement, dated as of
July 31, 1986, with Chase
Manhattan Realty Leasing
Corporation

Bn; DZ 4/‘//0’3/""7

/ Assistaqll Cashier

PUBLIC SERVICE COMPANY OF
NEW MEXICO

By

Vice President and
Corporate Controller

-15~-
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has caused this aAmendment No. 3 to Facility lease to be

0 IN WITNESS WHEREOF, each of the parties hereto
duly executed by an officer thereunto duly authorized.

THE FIRST NATIONAL -BANK OF
BOSTON,
not in its individual
capacity, but solely as
Owner Trustee under a Trust
Agreenent, dated as of
July 31, 1986, with Chase
Manhattan Realty Leasing
Corporation

By

Assistant Cashier

PUBLIC SERVICE COMPANY OF
NEW MEXICO

By

Vice Presidenty’ and
Corporate Con ller

-15-
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State of New Mexico )
) ss:
County of Bernalillo )

The foregoing instrument was acknowledged
before 