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FILE NO. 150486 RESOLUTION NO.

[Extension Agreement - Long Term Power Sales - Turlock Irrigation District]

Resolution approving an Extension Agreement between the City and County of San
Francisco, acting by and through its Public Utilities Commission, and the Turlock

Irrigation District, to extend the term of the existing Long Term Power Sales Agreement

to the earlier of the approval of a replacement agreement by both parties, or June 30,

2016.

WHEREAS, Section 9(I) of the Raker Act obligates the City and County of San
Francisco to sell or supply excess Hetch Hetchy electrical energy, upon request, to the
Turlock Irrigation District (TID) for the district’s municipal public purpose and irrigatioh
pumping needs; and

WHEREAS, On April 14, 2005, per Resolution No. 05-0055, the San Francisco Public

‘Utilities Commission (SFPUC) authorized its General Manager to execute the Amended and

Restated Long Term Power Sales Agreement (ARLTPSA) between the City and County of
San Francisco and TID; and

WHEREAS, The ARLTPSA became effective on February 14, 2004, and expires on
June 30, 2015; and

WHEREAS, The parties have agreed that additional time is necessary to reach final
agreement on the terms and conditions of a new agreement; and

WHEREAS, On April 28, 2015, per Resolution No. 15-0100, the SFPUC approved an
Extension Agreement with TID and authorized its General Manager to execute the Extension
Agreement; now, therefore, be it

RESOLVED, That this Board hereby approves the Extension Agreement between the

City and County Of San Francisco and TID, and authorizes the General Manager of the

Public Utilities Commission
BOARD OF SUPERVISORS Page 1
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SFPUC to execute the Extension Agreement, which will terminate on the earlier of the

approval of a replacement energy sales agreement by both parties or June 30, 2016, pursuant

to Charter, Section 9.118; and, be it

FURTHER RESOLVED, That within thirty (30) days of the Extension Agreement being

fully executed by all parties the SFPUC shall provide the final Extension Agreement to the

Clerk of the Board for inclusion info the official file.

Public Utilities Commission
BOARD OF SUPERVISORS
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BUDGET AND FINANCE SUB-COMMITTEE MEETING JUNE 3, 2015

Items 13 and 14 -| Department:
Files 15-0484 & 15-0486 Public Utilities Commission (PUC)

Legislative Objectives

e 15-0484: Resolution approving an Extension Agreement between the City and County of
San Francisco, acting by and through its Public Utilities Commission, and the Modesto
Irrigation District, to extend the term of the existing Long Term Energy Sales Agreement to
the earlier of the approval of a replacement agreement by both parties, or June 30, 2016.

s 15-0486: Resolution approving an Extension Agreement between the City and County of
San Francisco, acting by and through its Public Utilities Commission, and the Turlock
Irrigation District, to extend the term of the existing Long Term Power Sales Agreement to
the earlier of the approval of a replacement agreement by both parties, or June 30, 2016.

Key Points

e The 1913 Federal Raker Act obligates the City and County of San Francisco to sell or supply
excess Hetch Hetchy electrical power, upon request to the Modesto Irrigation District
(MID) and the Turlock Irrigation District (TID) for these Districts’ municipal public purposes
and irrigation pumping needs at a price which reimburses Hetchy for the cost of
developing, maintaining and transmitting the surplus electrical energy.

e Based on litigation settlement, in 2007 the Board of Supervisors approved a Long Term
Energy Sales Agreement with the MID, which extends through June 30, 2015. Similarly,
based on litigation settlement, in 2004, the Board of Supervisors approved an Amended
Long Term Power Sales Agreement with the TID, which extends through June 30, 2015.

* The proposed resolutions would approve extensions of the existing Agreements with MiD
and TID until the approval of new Agreements or June 30, 2016, whichever is earlier.
Fiscal Impact

e During the ten-year period between FY 2004-05 and FY 2013-14 the SFPUC generated and
sold $57,331,000 of power to MID and $59,945,000 to TID.

e Power generation for Hetch Hetchy is dependent on water conditions, such that in dry
weather years Hetch Hetchy generates less power and therefore can make less energy
sales available to MID and TID. '

Recommendation

e Approve the proposed resolutions (File 15-0484 and 15-0486).

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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MANDATE STATEMENT

Charter Section 9.118(a) requires all contracts entered into by a department having anticipated
revenue to the City of $1,000,000 or more or the modification of such agreement to be subject
to approval by resolution by the Board of Supervisors.

BACKGROUND

Section 9(l) of the 1913 Federal Raker Act obligates the City and County of San Francisco to sell
or supply excess Hetch Hetchy electrical power, upon request to the Modesto Irrigation District
(MID) and the Turlock Irrigation District (TID) for these Districts’ municipal public purposes and
irrigation. pumping needs at a price which reimburses Hetchy for the cost of dévelqping,
maintaining and transmitting the surplus electrical energy. The San Francisco Public Utilities
Commission (SFPUC) currently sells electric energy to these two irrigation Districts from Hetch
Hetchy generating facilities, delivering the energy over City-owned transmission facilities. In
accordance with the Raker Act, both Districts may use Hetch Hetchy power for:

1. District water pumps used for irrigation or drainage purposes;

2. landowners in the Districts’ territories needing to pump water for irrigation or drainage
purposes; and

3. Municipal public purposes for the cities within the two irrigation Districts’ territories.

In addition, TID has the right to purchase additional Hetch Hetchy energy for non-Raker Act
purposes, as specified in their current contract with the City.

In 1987, San Francisco entered into a Long Term Energy Sales Agreement with the MID, which
extended for 27 years from April 1, 1988 through June 30, 2015. In 2003, the Board of
Supervisors approved a litigation settlement with MID (Ordinance 26-03) for an amended and
restated Energy Sales Agreement, and agreed to enter into a new Long Term Energy Sales
Agreement with the MID by December 31, 2007. On December 17, 2007, the Board of
Supervisors approved a new Long Term Energy Sales Agreement with the MID, which extends
for 6.5 years from January 1, 2008 through June 30, 2015 (Resolution No. 689-07).

Similar to MID, the City previously had a Long Term Energy Sales Agreement with TID. In 2004
the Board of Supervisors approvéd an ordinance (Ordinance 285-04) for the City Attorney to

settle litigation with TID and enter into an amended Long Term Energy Sales Agreement. In-
2004, the Board of Supervisors subsequently approved an Amended and Restated Long Term

Power Sales Agreement with the TID, which extends for approximately 11 years and four

months from February 14, 2004 through June 30, 2015.

SAN FRANCISCO BOARD OF SUPERVISORS ‘ ) BUDGET AND LEGISLATIVE ANALYST
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DETAILS OF PROPOSED LEGISLATION

15-0484: Resolution approving an Extension Agreement between the City and County of San
Francisco, acting by and through its Public Utilities Commission, and the Modesto Irrigation
District, to extend the term of the existing Long Term Energy Sales Agreement by a maximum of
one year, to the earlier of the approval of a new agreement by both parties, or June 30, 2016.

15-0486: Resolution approving an Extension Agreement between the City and County of San.
Francisco, acting by and through its Public Utilities Commission, and the Turlock [rrigation
District, to extend the term of the existing Long Term Power Sales Agreement by-a maximum of
one year, to the earlier of the approval of a new agreement by both parties, or June 30, 2016.

As noted above, the existing Long Term Energy Sales Agreements between the City and the MID
and TID expire on June 30, 2015. However, the PUC and the MID and TID all agree that
additional time is required to finalize the terms and conditions of a new long term energy sales
agreement. Therefore, the proposed resolutions would approve-an extension of the existing
Agreements with MID and TID until the approval of new Agreements or June 30, 2016,
whichever is earlier.

According to Mr. Manuel Ramirez from the SFPUC, the two main issues still being negotiated
include:

(1) revising the rate methodology to explicitly charge MID and TID for the SFPUC’s cost
of transmission, and

(2) revising the availability and scheduling of Hetch Hetchy power.

Any subsequent agreements with Modesto and Turlock Irrigation Districts will be subject to
Board of Supervisors approval. Mr. Ramirez advises that the SFPUC anticipates bringing back
the new agreements to the Board of Supervisors no later than end of April 2016.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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FISCAL IMPACT

As shown in the Table below, during the ten-year period between FY 2004-05 and FY 2013-14
the SFPUC generated and sold $57,331,000 of power to MID and $59,945,000 to TID.

Annual Energy Sales and Revenues
Modesto irrigation District (MID) Turlock Irrigation District (TID)
FYE Volumes (MWh) Revenues Volumes (MWh) | Revenues($1000)
2005 518,911 $16,973,000 299,387 $8,049,000
2006 592,555 13,651,000 . 412,301 10,876,000
2007 359,548 8,426,000 188,911 5,838,000
2008 203,597 4,378,000 182,971 6,085,000
2009 74,789 1,322,000 183,479 3,717,000
2010 77,745 2,437,000 209,163 - 5,093,000
2011 113,843 ' 3,264,000 345,477 7,302,000
2012 77,938 2,718,000 199,900 4,622,000
2013 58,623 ‘ 2,283,000 ) 168,921 5,100,000
2014 28,412 1,879,000 75,077 3,263,000
Total 2,105,961 $57,331,000 2,265,587 © $59,945,000

Mr. Ramirez explains the fluctuation in the amount of energy sold and revenues received by the
SFPUC varies based on how much power is available after serving Hetch Hetchy’s own
customers. Power generation for Hetch Hetchy is dependent on water conditions, such that in
dry weather years Hetch Hetchy generates less power and therefore can make less energy sales
available to MID and TID.

RECOMMENDATION

Approve the proposed resolutions (File 15-0484 and 15-0486).

SAN FRANCISCO BOARD OF SUPERVISORS A BUDGET AND LEGISLATIVE ANALYST
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525 Golden Gate Avenue, 13th Floor
San Francisco, CA 94102

T 415.554.3155

F 415.554.3161

San Francisco
Water “Sewer

Services of the San Francisco Public Utilities Commission

TO: Angela Calvillo, Clerk of the Board .- -~

FROM: Kristen Wraith, Policy and Government Affairs v
DATE: May 11, 2015

SUBJECT: Agreement Extension — Turlock Irrigation District — Long
Term Power Sales Agreement

Attached please find an original and one copy of a proposed resolution
approving an Extension Agreement between the City and County of San
Francisco, acting by and through its Public Utilities Commission, and the
Turlock Irrigation District, to extend the term of the existing Long Term Power
Sales Agreement to the earlier of the approval of a replacement agreement by
both parties, or June 30, 2016. o

The following is a list of accompanying documents (2 sets):

Board of Supervisors Resolution

Raker Act Section 9(l)

SFPUC Resolution No. 05-0055

SFPUC Resolution No. 15-0100 ,

Amended and Restated Long Term Power Sales Agreement (Apr 2005)
Extension Agreement

2R e

Please contact Kristen Wraith at 554-0758 if you need any additional
information on these items.

Edwin M. Lee
Mayor

Ann Moller Caen
President

Francesca Vietor
Vice President

Vince Courtney
Commissioner

Anson Moran
Commissioner

lke Kwon
Commissioner

Harlan L. Kelly, Jr.
General Manager

Ty 415.554.3488



EXTENSION AGREEMENT
BETWEEN
THE CITY AND COUNTY OF SAN FRANCISCO
AND
THE TURLOCK IRRIGATION DISTRICT

1.  PARTIES

This Extension Agreement is made By and between the CITY AND COUNTY OF SAN
FRANCISCO, a California municipal corporation, hereinafter calléd “City”, acting by and
through its PUBLIC UTILITIES COMMISSION, hereinafter called “Commission”, and the
TURLOCK IRRIGATION DISTRICT, a California irrigation district, hereinafter called
“Turlock”, hereinafter sometimes referred to individually as a “Party” and collectively as the

“Parties”.
2. RECITALS

Whereas, Tthe Parties entered into the Amended and Restated Long Term Power Sales
Agreement (“ARLTPSA”) effective February 14, 2004 for the purchase and sale of electric
energy from the Hetch Hetchy generating facility pursuant to the Raker Act;; ands

Whereas, Tthe ARLTPSA will expire on June 30, 2015;; ands

Whereas, Tthe Parties will be engaged in negotiations for an agreement to replace the

ARLTPSA upon expiration; s-and;

Whereas, Tthe Parties have agreed that additional time is necessary to reach final

agreement on the terms and conditions of the new agreement;; -ands

Whereas, Tthe Parties hereby enter this Extension Agreement on the terms set forth
herein, the consideration of which is acknowledged by both Parties to be sufficient therefor.



3. AGREEMENT AND AMENDMENT

For and in consideration of the mutual covenants and conditions hereinafter set forth, the Parties

agree as follows:

3.1 The term of the ARLTPSA is hereby extended to 2400 hours on June 30, 2016

(“Extension Term”).

3.2 The terms and conditions of the ARLTPSA, including the Appendices thereto,

will continue in full force and effect throughout the Extension Term.

33 All references to “2015” in the ARLTPSA, including in Section 4.91, Section 5,
and Section 24.1 of the ARLTPSA, and Section 5 of Appendix D of the ARLTPSA, shall be
amended to “2016” to be consistent with the Extension Term and to reflect the Parties’ intent that

the status quo be preserved during the Extension Term.

3.4  The Parties shall continue negotiations on a new agreement to replace the

ARLTPSA in a diligent and timely manner.

3.5  This Extension Agreement shall automatically expire upon the earlier of (a) the
effective date of a fully executed replacement agreement between the Parties, or (b) the

expiration of the Extension Term.

4, TIME IS OF THE ESSENCE

Time is of the essence with reference to all provisions of this Extension Agreement.

5. EXECUTION IN COUNTERPARTS.

The Parties agree that this Extension Agreement may be execufed in counterparts, each of
which shall be deemed an original, but all of which together shall constitute one and the same

Instrument.



IN WITNESS WHEREOF, the Parties have caused this Extension Agreement to be
executed in triplicate by their respective offices thereunto duly authorized this day of
,20

PUBLIC UTILITIES COMMISSION OF
THE CITY AND COUNTY OF SAN

FRANCISCO TURLOCK IRRIGATION DISTRICT
By: By:
Harlan Kelly Casey Hashimoto
General Manager ' General Manager
City Turlock

APPROVED AS TO FORM:
DENNIS HERERRA
City Attorney
By:

Deputy City Attorney
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:AAmended énd:Reétatea
Long'Térm Power Sales'Agreemen?
Between
The City aﬁd Counﬁy of.Sén Franéisﬁé
nd

The Turlock Irrigation District

1. PARTIES

THIS AMENDED AND RESTATED AGREEMENT is made by and between
the CITY AND COUNTY QF SAN FRANCISCO, a Califprnia municipal
cOrporation/-héreinafter called “¢ity”, acting'through its
Public Utilities Commissioﬁ and Board of Supervisbrs; and‘the
TURLOCK IRRIGATION‘DISTRICT, a California irrigation district,

hereinafter called “Turlock”, acting through itg Board of

:

- Directors, hereinafter sometimes referred to individually as

““Party” and cdllectivély as “Parties”.

2.  RECITALS .
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This contract is made with reference to the following

facts, among others:

2.1 City i€ the owner and'operator of a certain water )

supply and hydroelectrlc powar system.known as the Hetch- Hetchy

Project, 51tuated 1n the east central part of Calrforn1a,~

2.2 Turlock owng and operates an electric generation,
transmission and distribution system and providesg, distributes'

and sells Power to comsumers w1th1n and adjacent to 1ts legally

defined boundarles,

2.3 Under the provisions of the Congressional grant known
as the Raker Act Turlock and- Modesto may purchase electric .

energyAfrom City;

2.4 The Parties previously entered into. a power sales

‘agreement (as,hereinafter defined, -the “Prior Agreement”) ;

-2.5 - Over the past several years disputes. have arisen

‘between the Parties relating'te the proper interpretation of

certain termslbf the Prior Agreement'including,'but not limited
to, those relating to: (a) the rights and obligatiéns of ‘the

Parties under Section 25 of such Agreement, the'procedures for

. dispute resolution applicable‘thereto and City'’s notice of .and

termination of such Agreement under‘the.terms thereof; (b) the
amount of power to be sold at cost at the Class 1 . rate; (c)ithe
capac1ty factor at Wthh power was to be scheduled and
dellvered' and (d) the determination of the Class 1 rate and the
monthly and the annual recon01llatlon with respect thereto
during the flscal years or portions thereof occurring prior to

the fiscal vyear ‘that commenced on July 1, 2003;

2
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2.6 The Parties engaged in various means to resolve such .
disputes, including participating in a non-binding arbitration
proceeding and in negotiations aimed at amicably resolving such

disputes and, as a result of such negotiations, the Parties

. entered into that certain Agreément'to Implement dated December

. 23, 2004 {(the “Implementation Agreementf) and puréuant to- the

terms of which the Parties, among other things, agreed in

. principle to terms by which they would settle their disputes and

a ‘process and peri@d dﬁring which they would engage in good

faith efforts to incdrporate'the terms outlined therein into a

definitive agreement;

. 2.7 The Implementation Agreement wasg duly‘authorized and
approved by City:in Ordinance 285-04 on Decembef‘i4, 2004, and
by the governing board of Tﬁrlock on Septémber'28, 2004, and
became effeqtivé by its terms upon execution by both Parties on

December 23, 2004; and,

2.8 The PéftieS»engaged in tlie process contemﬁlated by the

Implementation Agreement and as a result thereof City-does

" hereby rescind its notice of termination and the Parties do

hereby'definitivély amend ahd'restate the Prior Agreement as set
forth below. '

3. AGREEMENT
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For and in conéideratign of the foregoing ahd the mutual

. covenants and conditions hereinafter set forth, the Parties

amend and restate the Prior Agreement as follows:

' 4. DEFINITIONS

Whenever used herein, including all appendices and exhibits
hereto, the following terms, when initially capitalized, shail

for the purpéée of this -Agreement have the'following respective

meanings. The singular of a term shall include the plural and

the plural shall ihclude the singular. References herein'tp,
émounts of energy may be expressed‘in either kilowatthours (kth

or megawatthéurs (Mwh).and to amounts of capacity_may‘be

v

expressed in either kilowatts (kW) or megawatts (MW) .

4.1 Active Day: The day the delivery ofienergy is to
occur. S : ' ‘

4.2 Active Day Schedule;‘ A schedule for délivery of .

"energy in each half-hour of am Active Day.

4.3 Additional Available Excess Enerdy: Modésto's

Allocation of Available Excess Energy which Modesto has not
agreed,to’purchase from City (i) one {1). Business Day prior to a

Preschedule Day with respect to an Active Day: that occurs on or

'befpre December 31, 2007, and (ii7~prior to the time provided

for on the Scheduling Calendar by which City is required to

offer such Additional Available Excess Energy to Turlock.
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4.4 Additional~Avai1able Excess Energy Schedule: The

schedule in half-hours for delivery of Additional Available

Excess Energy offered. to Turlock for an Active Day.

4.5 Adjusted Base Active Day Schedule: A schedule

'submltted by Turlock pursuant to Section 7.4: 6 hereof

4.6 Adjusted Delivered Class 1 Energy: The amount of

‘energy dUring the period ofAdeﬁermination equal to (a) the sum

of (i) Adjusted Scheduled Class 1 Energy, and (ii) Schediled
Shortfall Energy, and (b) decreased by the sum of (i) Scheduled
Overage Energy, (ii) interrupﬁed Class 1. Energy, and (iii)

Rejected Class 1 Ehnhergy.

4.7 Adjusted Scheduled Class 1 Energy: Qualified Half-

Hour Energy or Allocated Energy, whichever ls less, during any

determlnatlon perlod

4.8 Agreement: .This AMENDED AND RESTATED LONG TERM POWER
SALES AGREEMENT BETWEEN THE CITY AND COUNTY OF SAN FRANCISCO AND
THE TURLOCK IRRIGATION DISTRICT.

4.9 Airport.Tenants: The tenants at the San Francisco
International Airport whose electric service is purchased from

City.

4.10 Allocated Energy: The amount of .energy that results

from multiplying Turlock’s Allocation by Available Energy during

any determination period.

4.11 Allocation Agreement: The agreement between the

Districts, dated May 28, 1982, entitled AGREEMENT ON THE
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ALLOCATION OF HETCH HETCHY POWER BETWEEN MODESTO IRRIGATION

DISTRICT AND TURLOCK IRRIGATION DISTRICT, as it may be amended
from time to time, and pursuant co‘which the Dietricts have
agreed to, among other thinge, a procedure and methodology,for'
allocating betweéen them Power they may be entitled to receive -
from theAProjecE,'by'determining the percentage~of-soch'power

that each agrees the other will be entitled to.

412 Annual Study: The annual load profiling study

Turlock has‘committed to perform as further}defined in Section

10.4.2 (b) hereof.

4.13 Available‘Energy- Nlnety eight percent (98%) of the.

amount of Progect Energy that remalns after Clty Mun1C1pal

' Energy requlrements are met in any perlod of determlnatlon

4.14 Available Excess Energy: vThe amount of Excess Energy

that remains after reducing it by‘(a} the amount used by City

for the.purpoees set'forth_in Séction 7u5-2h if,the period of

‘ deﬁermination is on or,prior to December 31, 2007, or (b) the
amount used by City for ‘the purposes set forth ip Section 7.6.3.
'hereof, if the period of determiﬁatioﬁ'is,oﬁ or after January 1,
- 2008.

4.15 Available Excess Energy Schedule: A schedule

submitted by Turlock that conforms to the requirements of
Section 11.5 and by whlch Turlock accepts or rejects Clty 8

offer of Available Excess Energy:’

4.16 Base Active Day Ramping Schedile: A Ramping Schedule

" for an Active Day submitted by Turlock pursuant to ‘Section

11.4.1 hereof.



.\oooqmmhbw'w,l_‘

W oW NN N NN NN NN R R PR R e

"4.17 © Base Active Day Schedule: A schedule of Class 1

Energy offered to Turlock for an Active Day comprised of and

.showing (a) Scheduled Class 1 Energy offered tb Turlock.pursuant
" to Sectiqn‘7.4‘5.(b)(i) hereof, (b) increases to Schéduled;Class

1'Energy; if any; to reflect Scheduled'Shortfali Energy,_andA(c)

decreases to Scheduléd class 1 Energy, if any, to reflect

‘Scheduled Overage Energy, ags the case may be. .

4.18 - Base Off-Peak Demand: 'Either {(a) fhe amount’ of

Demand'set forth at Coiumn E on'Tablé B~1 of Appendix B, if
during the Second Period, or (b) the amount of Demand that is
the result of the Base Off-Peak Energy. for é month divided by
the fo—?eak Hours of that:month/ aﬁd-founded as the Parties maj
mutually’agree, if during the Third Period. . '

4.19 Base Off-Peak Enefgy: Either (a) the amount of’
energy set forth at Column F on Table B-1 df Appendix E, iﬁ.
during ﬁhe'Second~Period, or.(b)‘the amount of energy that is
the result of the Reduested Monthly Class 1'Energy for a month
multiplied by the Off-Peak Percentage applicable to that month
aﬁd-rounded ésvthe Parties may mutually agree, if during the

Third Period.

- 4.20 Base On-Peak Demand: - Either (a) the amount of

Demand set forth at Column C or Table B-1 of Appendix B, if

during the Second Period, or (b) the amount of Demand in MW that

is the result of the Base On-Peak Energy for a month divided by
the On-Peak Hours of that month, and rounded as the Parties may

mutually agree, if during the Third Period.
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4.214 Base On-Peak Energy: Either (i) the amount of energy

set forth at Column D pn_Table B~1 of Appendix B, if‘éuring the
Second Period, p? {i1) the émoﬁnt of energy that is the result
of ‘the Requested Monthly Class 1 Ehergy in a month multiplied by
the dn~Peak.Percentage.applicable to Ehat month and rouﬁded as

" the Parties may mutually agree, if duriﬁg-the Third Period.

4.22 Base Schedule: A half-hour schedule of the Base On-

Peak Demand during an On-Peak Period of a month and of the Base

Off-Peak Demand during an Off-Peak Period of a month.

4.23 Business Day: Any Preschedule Day as defined herein.

4.24 City: The City and County of San Francisco, a

California municipal corporation and the-éwnef and operator of

the Hetch Hetchy Project.

4.25 - City Municipal Demand: The rate of use of City

Municipal Energy, inéluding losses to the Hetch Hetdhy Bus,

during any determination period, expressed in kilowatts.

4.26 City Municipal Energy: The amount .of Project Energy

ﬁsed or to be used by4City for pumping,City’s water{subply and

for City’s actual municipal purposes pursuant to Section 9 (1)

" of the Raker Act,.including losses to the Hetch Hetchy Bus, for

any determination period, expreéséd in.kiloWatthours[ as the

context .may require.

'4.27 City Municipal Load: City Municipal Demand and City

' “Municipal Energy for any determinati@n period.
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‘4,28 City’s Transmission Facilities: Those rights-of-way,

-trensmisSion lines,'end appurtenant equipment, owned by.City,

.extendlng from the Hetch Hetchy Bus to certain points of

delivery to DlStrlCtS and Norrls Industrles and to points of

1nterconneqtlon ‘with PG&E.

4.29 Class 1 Energy: The amount of Available Energy to be

‘ ; ; i .
" used by either Turlock or Modesto, as the case may be, for ~

purposes that qualifynﬁor service pursuant to Section 9(1l) of

the Raker Act and that is to. be sold to. them.pursuant to Section

9 (1) of the Raker Act at a price that. actually relmburses Clty

for developing and malntalnlng and transmlttlng such energy to
them. '

4.30 Clasg 1 Energy Rate: The price for Class'l'Energy

for a Fiscal Year determlned by City in accordance with Article

16 hereof and Appendix D hereto

4 BT““Centrol Area'Operator The entlty responSLble for

"load and resource balanc1ng and rellable operatlon of an

‘électric power system 1ncluding, but not limited to{ facilities

and entitlements, pursuant to NERC and WECC reguirements.

4.32 Delivered Class 1 Energy: The amount of energy equal

to (a) the'sum.of,Schedu;ed Class 1 Energy.and Scheduled }
Shortfall Energy, decreased by (b) the sum of (i) Scheduled
Overage Energy, (ii) Interrupted~ciass 1 Energy, and (iii)

Rejected Class 1 Energy, during the period of determination.

4.33 Demand: The rate of use of electrical eﬁergy, in-
kilowatts (kW). or megawatts (MW), during any determination

period,
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4.34 ‘Districts: The Turlock Irrigation District and the -

Modesto Irrigation District.

4.35 Egual Percentage Method: A method by which the on-

peak percentage is determined to be equal to the number of On-
Peak Hours in the month of determlnatlon lelded by the total
number of hours in such month, and the off- peak percentage is
determined to be equal to -one-hundred percent (100%) minus the.
on-peak percentage determined for such month.

i

4.36 [Excess Energy: The amount of Project Energy

" determined by City (a) under Section 7.5.1 hereof, if the pefiod
of determination is on or prior.to December 31, 2007, or (b)

‘under 7.6.2 hereof if the petiod of determination is .on or after

Januaryvl, 2008.

- 4.37 Execution Date: The date on Wthh this Agreement was

executed by the duly authorlzed ‘representatives of both Partles,

as set forth below.

4.38 Final Base Active Day Schedule: Either (a) the Base

Active Day Schedule pursuantito,Section 7.4.5, Section 7.4.7(b)

.or Section 7.4.10(c) hereof, or (b) the Adjusted Base Active Day

Schedule if confirmed by City pursuant to Section 7.4.7 hereof,

or (c¢) the Base Active Day Ramplng ‘Schedule 1f conflrmed by City

pursuant to Section 7.4.10 hereof, as the case may be.

4.39 Final Schedule: The final schedule.to be provided

" by City to its Scheduling Representative who, in turn,:provides'

it to the applicable Control Area Operator for an Active Day

which schedule incorpofates, among other things, all of the

10
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"eneréy to be delivered to Turlock on an Actiﬁe Day under (a) the

Final Base Active‘Day Schedule and the Available Excess Energy

Schedule, as adjusted to account for the energy Turlock has

. committed to purchase under the Addltlonal Available Excess

Energy Schedule on such Actlve Day, 1if durlng the Third Perlod
or {(b) the Final’ Base Flrm Actlve Day Schedule, the Avallable
ExceSs Energy Schedule, as adjusted to account for the energy

Turloék has committed to purchase under the Additional Available

"Excess Fnergy Schedule on such Active day, as determined in

accordance with Appendix B hereto, if during the Second Period.

4.40 Firm Class 1 Energy: The Class 1 Eﬁergy supplied or

to be supplied to Turlock each month during the Second Period in

‘the amounts shown at Column B of Appendix B, Tablé B-1.

4.41 First Half Year Study: -The load profiling'study

Turlock has committed to perform as further defined in Section

10.4.1 (a) hereof.

'4.42 ~First Perlod The perlod that commenced at OOOO

hours February 14, 2004 and. ended at 2400 hours on June 30,
2004.

4;43 Fiscal Year: .The period commencing on July 1 of a

‘year and ending on June 30 of the following year.

4.44 Forced Outage: The removal from service of equipment

or fac111t1es appurtenant thereto necessary for generatlon or

transm1881on of - energy elther'due to failure or to prevent

imminent failure.

11
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4.45 Governing Boards-‘ City’s Public Utilities Commission

and Board of Superv1sors, as may be appllcable, and Turlock'’s

Board of Dlrectors

~4.46 Half—Houi Available -Energy: The amount of Avallable

Energy, if any, in a half-hour during any period of

determination.

4,47 HE: "The “hour ending” by reference to a 24 hour

" day.

4.48 Hetch Hetchy Bus: The generator busses of the

hydroelectric generating facilities of the Project deemed to be

a common bus for purposes of this Agreement.

4.49 Hetch Hetchy Project: The hydroelectric generating.

facilities including associated water storage and conveyance

'facilities in the Tuolumne River watershed and associated

transmission fac1llt1es owned by City as now developed or as may

be developed in the future

4.50 - Initial Annual Study: The initial annhual load

profiling study Turlock has committed.to:perform'as further

defined in Section 10.4.2(a) hereof.

4.51. Interrupted Class 1 Energy: ' The amount of Class 1

Energy set forth on a Flnal Base Active Day Schedule but -

‘ subsequently not supplled or deliverad by City to Turlock on

such Active Day for reasons set forth in Section 11.7 hereof.

4.52 Modesto: The Modesto Irrigation District.

12
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4.53 Modesto Agreement: Either (a) that certain Amended

‘and Restated Long Term Power Sales Agreement Between the City

and County of San Francisco and the Modesto,;rrigation Diétrict‘
which by its terms became effective.ds oi January 1, 2003 and
which will ﬁerminate'as of 2400 houré on December 31, 2007, (the
“Existing Modesto Agréement”), aﬁd, théreaftér, any successor

agreement or statement of intent wherxeby City agrees or.offérsl

to supply Class 1 Ehergy to Modesto, or (b) if Meodesto exercises

its option pursuant to Section 43 of the Existing Modesto
Agfeement, then such amended and restated agreement that City

and Modesto enter into as a result thereof.

4.54 Modesto’s Allocation: The percentage applicable to

Modesto under the Allocation Agreement which is in effect for

‘pﬁrposes'of this Agreement pursuant to-Section 7.1 hereof during

any period of determination.

4.55 Modesto’s Class i_Energy: The estimated schedule for

‘delivery of Class 1 Energy undef‘the Modesto Agreement, before

any adjustment thereto is made for the equivalent of either

scheduled shortfall energy or scheduled overage energy.

4.56 NERC: The North.American'Electric Reliability
Coﬁncil, a not-for-profit corporation formed under the laws of

the State of New Jersey, or its successor.

4.57 Norris Industries: Riverbank Army Ammunition Plant,
a resale customer of City located in Riverbank, California,
owned by the United States Department of Defense and operated by

Norris Industries or its successors.

13
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4.58 Off-Peak Hours: The hours of "a da? which are not On-

Peak Hou:s.

4.59 Off-Peak Pefcentage: The result of one hundred

percent (100%) minus the On-Peak Percentage‘applicable to the

‘period of determination.

4;6OA-On—Peak Houfs: The hours of HE 07 through HE 22 of

. any day except Sunday and NERC designated holidays, as currently

in effect and as modified from time to time to reflect those
hours commonly recognized as on-peak hours and used by electric

utilities in the WECC.

.4761 O@~Peak'PerCentage: Thehiatid of (1) the estimate ‘of
the portion'éf Qualified Enefgy used during the On-Peak Hours of
a month as determined in-the load profile study (or stﬁdies)
performed and delivered by Turlock in accordance with Section 10
hereof for such moﬁthh to {ii) .the total estimate of the '

Qualified Energy used during such month as determined in such

“study (orx studies), expressed as a»percénﬁage, uﬁlésé'the

context of a provision requireé the use of a different

‘percentage, in which case the percentage. so specified.

_ 4.62 Overage Energy: The amount by whicthéliveréd’Class

1 Frnergy in a month exceeds Adjusted Delivered Class 1 Eﬂergy in
such month, as' determined by City pursuant to Section 7.7 |

herebf;

4.63 PG&E: The Pacific Gas and Electric Company aﬁd its

lawful successors or assigns.

14



4.64 Points of Delivery: Those points at which City

delivers Power to Turlock and Turlock accepts dellvery of Power

from Clty as identified in Sectlon 12 hereof.

4.65 Power: Electric capacity, expressed in kilowatts
(kW) or megawatts (MW), or energy, expressed in kilowatthours‘
(KWh)or megawatthours (MWh), or both electrlc capacmty and .

energy, ag the case may be

4.66 Preschedule Daji A day on which organizacions that
are membersdoﬁ the WECC customarily~arrange their schedule for
delimery of energy in advance of an .Active Day, includingd
variations to the preschedﬁiing calendar published by WECC from -
time-to-time to account for holldays, month end days occurrlng

on weekends, and other variations.

4, 67 Prior Agreement- That certaln LONG TERM POWER SALES

‘AGREEMENT BETWEEN THE CITY AND COUNTY OF SAN FRANCISCO AND THE

TURLOCK IRRIGATION DISTRICT whlch became effectlve by 1ts terms

-on Aprll l 1988, as amended by those certain amendments adopted

by the Parties prier to February 13, 2004.
4.68 Project: - The Hetch Hetchy Prpject.

4.69 Project Energy: Energy that City generates from the

PrOJect durlng any perlod of determination measured at the Hetch

Hetchy Bus.

4.70 Prudent Utility Practice: Those practices, methods

and procedures, as modified from time to time, that are commonly
used by electric utilities to measure the loads of their

customer classes by statistical or other valid means, or to

15
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design, construct, maintain and operate their electric power
facilities  dependably, reliably, safely, efficiently and
economically, as determined by giving due regard to those

practices, methods and procedures that repreéentfthe state of

.the art in the electric power industry, . as. applied in the State

of California or in the.WECC area,'whichéver better represénts
theAappiication of thé'considerationsAabove. Such practices,'
methods and procedu:eé,aré not limited to the optimum, but '
rather’ to any within -the sco@e of those which afe curreﬁtly in

effect and commonly used.

4.71 Qualified Energy: The amount of energy used b§'
Turlock or by customers of Turlock in a month for purposes that
qualify under Section 9(1) of the Raker Act, as metered by .

Turlock at the points of utilization and multiplied by a factor

A "of 1.074, tO'accountifor losses between the points of

utilization and the Point of Delivery and rounded to the nearest ..

1,000 kilowatthours.

4.72 Qualified Half-Hour Energy: The amouht of energy’v

that is determined by multiplying Requested Half-Hour Energy by

Qualified Eﬁergy.and dividing the result by.Requested Morithly

Clasgs 1 Enérgy during any period of determination.

4.73 Qualifying Loads: The amount of energy used by

Turlock, or used by customers served by Turlock, for the

'purpdses‘that qﬁalify under Section 9 (1) of the Raker.Act.

4.74 Raker Act: That Act of Congress, 38 Stat. 242
{1913) . ' .

16
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" 4.75 Ramp: To change the amount of energy to be‘scheduled
from one hour to the next during a day and which also nby“be

referred. to herein as “Ramping”.

4.786. Ramping Headroom- The flexibility of ‘the PrOJect to

accommodate Ramplng, whlch flexrblllty may . be affected or

eliminated by operatlonal constraints such as water supply

condltlons, adverse water quality, or Project outages

4.77 Ramping Schedule: A type of'schedule elected by

murlock pursuant-to (a) .Section 11.4.2 hereof if during the.

Third Period, or (b) Section 5.2 of Appendix B if during the

Second Period.

4;78 "Rejected Class 1 Energy: The amount - of energy equal -

to'the difference between (a) the amount of energy that City
offered Turlock in the Base Active Day Schedules durlng a month,
and (b) the amount of energy accepted by Turlock in the Adjusted
Base Actlve Day Schedules that were confirmed by Clty during

. such month

4.79 Requested'Half Hour Energy: The amount of Requested

fMonthly Class 1 Energy 1n a month apportloned into (i) On- Peak
_Hours, by leldlng the Base Oon- Peak Energy by the total number

of half-hours in the On-Peak Hours of such month, and (ii) Off-
Peak Hours, by dividing the'Base'Oif—Peak Energy by the total

number of half-hours in the Off-Peak Hours of such month.

4.80 Requested Monthly Class 1 Energy: The amount of

Class 1 Energy requested by Turlock for a month of the Third

Period, as more fully described in and meeting the requirements.

of Section 7.4.4 hereof.

17
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4.81 Scheduled Class 1 Energy: During any périod of

determination either (a) Regquested Half-Hour Energy, if Half-

Hour Available Erergy is equal to or greater than the sum of-
Requested Half-Hour Energy and the estimate of Modesto's Class 1
Energy in the same}half—houf,'or (b) Allocated Energy, if Half-

Hour Available Energy is less than the sum of Requested Half-
Hour Energy and the estimate of Modesto’s Class 1 Energy in the

same half-hour.

4.82 Scheduled Overage Energy: The amount  of Overage

AEnergy:scheduled to be returned to City as set forth in the

Final.Baée,Active Day Schedules for a month, as determined by .
Clty pursuant to Section 7.7.5 or as agreed to by the Parties

under Section 7.7.7.

4.83 Scheduled Shortfall Energy: The amount of Shortfall

Energy scheduled to be delivered to Turlock as set -forth in the
Final .Base Active Day Schedules for a month, as determined by
City pursuant to Section 7.7.6 or as agreed to by the Parties

ﬁndér Section 7.7.7.

4.84 Scheduling Calendar: - The days and times by which
City and Turlock have agreed to exchange information in order
for City to arrive at a Final Schedule (a) as set forth at
Appendix A-1 hereof, if for an Active Day during the Third

Period, or (b) as set forth at Appendix A-2 hereof, if for an

" Active Day during the Second Period.

4.85 Scheduling Representative: PG&E or any other legal

entity that City may choose to facilitate, administer or execute

18
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'energy'transactions of any type including, but not limited to,

the intrastate or interstate sale or transmissicn of energy.

’ 4.86 Second ‘Period: The period that commenced‘at'OQOO‘.
hours on July 1, 2004 and that ends at 2400 hours on December -
31, 2005. . |

- 4.87 Shortfall.Enérgy: The amount by which Adjusted

' Delivered Class 1 Energy in a month exceeds Delivered Class 1

Energy in such month,  as determined by City in the manner

provided for. in Section 7.7 hereof.

_4.88 Spinning Reserve: Available unloaded synchronized
generating capacity—of the Eroject that is capable of:being

loadea in ten (10) ﬁinutes.

4.89 Spinning Regerve Energy: The Project Energy

agsociated with Spinning Reserve.

4.90 Spinﬁing Reserve Headroom: The.fléxibiiity of the
Project to. provide Sﬁinning Reserve, which flexibility may be
affected of»elimingtéd by varibus opefational'constraints'such
as water supbly conditions, ad&erse water. quality, of Projec;

outages.

4.91 Third Period: The period cémmencing at 0000 hours on

'January, 1 2006 and ending on 2400 hours of June 30, 2015,

unless terminated earlier in which case ending on the date of

termination.

4.92° True-Up Energy: Either Shortfall Energy or Overage

Energy, as the case may be.

.19
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4.93 Turlock: The Turlock Irrigation District.

4.94 Turlock’s Allocation: The percentage applicablg to

Turlock under the Allocation Agreement which is in effect for .

purposes of this Agreement pursuant to Section 7.1 hereof 'during

.a period of determifiation.

4.95 Uncontrollable Forces: Those conditions or

circumstances described in Section 21.

4.96 WECC: The Western Rlectricity Coordinating Council

or 1lts successor.

4.97 Year: A calendar vear.

5. TERM

On the Execution Date this 'Agreément shall become effective

~as of 0000 hours on February 14, 2004, and shall continue in

effect until 2400 hours -on June 30,. 2015, unless terminated

earlier in accordance with the terms hereof.

6. HETCH HETCHY:PROJECT CAPACITY

The Parties acknowledge and agree thdt capacity of the
Project shall be 260,000 kilowatts for purposés of determining
the Class 1 Enerk_:}y Rate and the Reserve Support Charge.

20
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7.  ALLOCATIONS AND SALES AND PURCHASES OF . POWER

7.1 Allocatioii of Power

7.1.1 ,'"Pursuaht to ‘certain notices delivered to

City prior to the Execution Date and jointly signed by Turlock

and Modesto, Turiock and Modesto jointly'notified City that

Turlock’s Allocation and Modesto’s'Allccation are as follows:

Efféctive Date ~ TURLOCK MODESTO

January 1, 2004 . . 34.06% 65.94%
January 1, 2005 33.64% ‘ 66.36%
January 1, 2006 33.27% . 66.73%
January 1, 2007 .  33.58% 66.42%
. Jamtary 1, 2009 35.42% " 64.58%
‘7ll 2‘.' Turlock hereafter may change Turlock's

Allocation at any tlme by dellverlng a written notlce ‘to City
that is. 51gned by ‘the General Manager of Turlock and the Chief
Executive Officer of Modesto, in which the Districts jointly

state their_respective allocations, the sum of which must equal

‘one hundred (100) percent, and the date on which the Dlstrlcts

have agreed that such rev1sed allocations are to become A

effectlve as between them.

7.1.3 City shall use the allocations set forthAin
Section 7.1.1 until it is notified of a ehange in such
allocations in the manner provided for in Section 7.1.2. $Such

changes shall become<effective for the purposes of this

- Agreement on the. first day of the month follow1ng the month in

which delivery to the City of the written notice described in

Section 7.1.2 occurred.

21
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7.1.4 City is not a party -to the Allocation
Agreement. City had uo_invclvement in thetnegotiation of the
Allocation Agreement and is nbt‘inAany way.ah arbitrator or |
ehforcer of the Allocation Agreement. If any schedule submitted
by Turlock eiceeds the Turlock Allocation for Power or other |
services under thlS Agreement City shall promptly notlfy
Turlock. If Turlock has net adjusted its schedule by -the date

and time requlred for completlon of City’s applicable schedule,

10 }Clty shall adjust Turlock’s schedule to equal Turlock s

11  Allocat1on and so notify Turlock.
i3 7.1.5 Turlock shall resolve with Modesto all

14 rssues related to Turloék’s Allocation.

15 ' A .

16 7.1.6 The Parties understand and - agree that during

a perlod of determlnatlon that occurs during the Thlrd Perlod

18 that:

20 {a) Half—Hour~Availab1e Energy may be less
21  than the,sum of Requested Ealf—Hour Energy and the estimate of
‘22 Modesto's Class 1 Fnergy in the same half-hour; and

23 . ) | |

24 , ] (b) in such event and during such periode.
25 City determineSjAllocated Energy,hereunder using Turlockﬂs '

26 Allccaticn;to determine the amount ef Hal£~Hour:Available ﬁhergy |
'27' to be offered to Turlock in a half—hqur}‘and

28 | | ‘

29 (¢) upon joint written request of Turlock

30 and Modestc, City agrees for no additional ccnsideration, to

31 undertake to negotlate amendments to this Agreement and the

32

Modesto Agreement to become effectlve no earlier than January 1,

22
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2008, solely to provide that at such times as are described in
subsection (a) hereof that‘city will offer Turloek and Modesto
'respectlvely, a percentage of Half-Hour Available Energy pro
rata to Requested Half Hour Energy and. estimated Modesto Class 1
Energy; provided that the sum. of such Turlock and'ModestQ
percentages. shall equal oneehundred per cent (100%) of'Half;Hour
‘Available Energy in any @errodjoffdetermination, and provide&
further that such amendmeats.will~not~result in City incurring:
materially greater-costs or risks than. City otherwise would hare

inéurred under the terms of this Agreement in’the absence of
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such amendments.

7.2 Sales and Purchases of Power in Different Periods

7.2.1 The Parties have prov1ded for sales and
purchasee‘of energy, capacity and other serv1ces, the ‘
provision of Spinning Reserve and the supply and return of
Spinning Reserve Energy which,lin eaeh case, wvary as to
availability,'type; gquantity, seheduling and othex

characteristics during the three different periods-herein '

- provided for beiQw.

7.2.2 The sale, purchase, schedﬁling and

" delivery of energy, capacity and other services during each

of the three periods herein provided for below shall be..

- made or,. 1f any occurred after 2400'hours.on February 13,

2004 and‘prior.to the Execution Date, shall be deemed to

have been made, pursuant to the terms of this Agreement.

7.2.3 Sales and purchases hereunder shall be '
made under the terms and conditions and at the rates and

charges provided for in this Agreement;

23
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7.3 First and Second Period Sales and Purchases

7.3.1- The sale, purchase,bscheduling and delivery

‘of energy, capacity and. other services madé  during thezFirst

Period and: made or to be made durlng the Second Perlod shall be

under' the terms and condltlons set forth in Appendlx B hereto,

';except_as expressly provided in Section 7.3.2 hereof.

7.3.2  The provision of Spinning Reserve and the
supply and dellvery by City and the return Py - Turlock of

Splnnlng Reserve Energy: during the Second Period shall be made

under the terms and conditions set forth in Section 8 hereof.

7.4 Third Period éales and Purchases

7.4.1  The sale, purchase, schedullng and dellvery
of Scheduled Class 1 Energy, Avallable Excess Energy, and
Addltlonal Avallable Excess Energy durlng the Third Period shall

be made under the terms and conditions set forth herein below.

7.4, 2 The prov181on of Splnnlng Reserve and the

supply and dellvery by Clty and the return by Turlock of

Spinning Reserve Energy during the Thlrd Period shall be made

' under the terms and condltlons set forth in ‘Section 8 hereof

7.4.3 City shall proyide Turlock with City'’s
preliminarj estimates of Available Energy 'in the half-hours of &
month ten (10) business days prlor to the beginning of each
month of the Thlrd Period. City shall not take into account the

amount of Shortfall Energy when estimating Available Energy.

24
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‘ 7.4.4  Turlock may request that City supply it with
Class 1 Energy during each month of the Third Period and, if.

- Turlock chooses to make such a request, it shall do so by:

{a) 4detefmining its Requested Ménthly Class'
1 Energy by referehéé Eo (1) ‘its Qualifying Loads as previoﬁsly
reported by it to City during ﬁhe same mdnth(s) of prior years',
and (ii) its éstimate:éf'the’increaseAin Qualifying Loads that

it'expe¢ts to’experience for the month to.which.thé regquest

vappiies, and {(i1ii) Erudént Utility Practice; and,

(b) . delivering to City written notice of

its Requested MonthiY“Class 1 Energy (such notice herein

.referred to as a. “Request”)on or béfore the day that that is ten

(10) business days prior to the beginning of the month td which
its Request applies and by no later than the time provided.

the#efdr in the Scheduling Calendar:; and

{e¢) delivering to City, together with such

Request (1) a repért} Whichishall be providéd‘in writing and, if

Turlock finds it'practicable, also shall be’provided in a format
capablé of being~impofted electronically into a spreadsheet',
fofmat, of its 'meter: readings of Qualified Energy for the month

preceding such Request including therewith copies of work papers

and other supporting documentation utilized by it in calculating

such Qualified Energy and, promptly thereafter corrections’ to
such meter readings, if any, and - (ii) a calculation of the On-
Peak Percentage and the Off-Peak Percentage that it has

determined applicable to the month for Which such Request is

‘made.

25
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7.4.5 If timely made in accordance with‘the

requlrements of Section.7.4. 4, City shall respond to Turlock s

Request by:

(a) providing Turlock With a non—binding
estimate of the Class 1 Energy~that City expects to be able to
offer Turlock. during the half-hours of the month to which such

‘Request applies, on~or.before the day that is five (5? business

days after receipt of such Request: and

(b) thereafter, and on or before the day

that is two (2) business days prior to the Preschedule Day for

"an Active Day and by the time provided therefor in Scheduling
'Calendar, by also providing Turlock with:

_ 4 (1) a.Base Active Day Schedule that
sets  forth the Schedulediciass,l Energy that City offers to sell
and deliver to Turlock during each half;hour of‘an Active ‘Day
based on7City’s'deterﬁination'of (1) Project Energy, (2) City
Municipel Energy,'(B) Available Energy,.k4) Allocated Energy,

. and (5) Requested Half-Hour Energy;

:(ii) notice of City’s determination-of
the availability of Ramplng Headroom and Splnnlng Reserve

Headroom; and N

(111) notice of the Available Excess

'<Energy Clty offers to sell and deliver to Turlock during each

half~hour_of an Active Day.

7.4.6 . Turlock shall accept or reject City's offer
of ‘Scheduled Class 1 Energy as set forth on City’s Base Active

26
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Day Schedule on orvbefore the business day prior .to a

. Preschedule Day for an Active Day and by no later than the time

provided therefor in the Schedullng Calendar by dellverlng an
Adjusted.Base Active Day’ Schedule to City in which Turlock
rejectshany or all of the half-hour offers of Scheduled Class 1

EnergyL provided, however, that if Turlock does not timely
deliver an Adjusted Base Active Day Schedule to City, Turlock
shall be deemed to have accepted City’s offer of Scheduled.class

1 Energy as set forth on City’s Base Active Day Schedule.

7.4.7 . City shall notlfy Turlock of City's
conflrmatlon or rejectlon of Turlock's Adjusted Base Actlve Day
Schedule on ‘the same day and by no later than the time provided

therefor in the Schedullng Calendar, provided, however, that.

(&) if'City rejects such Adjusted Base

AActiye Day Schedule it. shall promptly notlfy Turlock in wrltlng

of the reasons that such schedule does not conﬁorm to the

provisions. herein;

{b) Turlock shall be deemed to have accepted
Clty g offer of Scheduled Class 1 Energy as set forth on Clty s
Base Active Day Schedule; and ‘

(c) 1f City does not confirm or reject such

Adjusted Base Actlve Day Schedule within the timé provided

~therefor in the Scheduling Calendar, then Clty shall be deemed

to have accepted such schedile.

7.4.8 Turlock may subsequently elect to submit a
Base Actlve Day Ramping Schedule 1f

27
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{a) City has notified Turlock pursuant to

Section 7.4.5(b) (ii) hereof that Ramping Headroom is availablé;

_and

(b) - Turlock has accepted City's Base Active
DayAScheduleApﬁrSuant to Section 7.4.64hefeo£; and

(¢) Turlock delivers such Base Active Day

Ramping Schedule to City on or before the business day prior to-

fé Preschedule Day and by no later than the time proVided.

therefor in the Scheduling Calendar.

7.4.9 On .or before the day that is one (1)
bu51ness day prior to the Preschedule Day for an Actlve Day

and by the tlme provided therefor in Schedullng Calendar,

’ATurlock shall accept or reject City’'s offer of Avallable

Excess Energy in whole or in part by prov1d1ng City an

Avallable Excess Energy Schedule provided, however, that 1f

Turlock does not tlmely submit such a Schedule it shall be
deemed to have rejected City;s_offex-of such‘AVailable 

Excess Energy.

7.4.10 City. shall notlfy Turlock of City’s.
conflrmatlon or rejection of Turlock s Base Active Day Ramplng
Schedule and Turlock’ s'Avallable Excess Energy Schedule on the
same day and.by‘no later than the time provided'therefor in the

S¢heduling Calendar; and

(a) if cdnfirmed:by City, the Scheduled
Class 1 Energy on the Base Active Day Ramping Schedule submitted

by Turlock shall be the amount of Class 1 Energy that City shall

schedule to sell and déliver to the Points of Delivery and that

28
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Turlock shall schedule to accept and purchase at the Points of

Delivery on an Active Day; and

(b) if confirmed by City, the Available
Excess Energy on the Avallable Excess Energy Schedule submrtted
by Turlock shall be the amount of Available Excess Energy that’
City shall schedule to sell and deliver to the Points of
Delivery and.that Turlock shall schedule to accept and purchase

at the Points of Delivery on an Active Day; or

(c) 1if Turlock’'s Base Actlve Day Ramping

,Schedule 1s rejected by City, (1) Clty shall promptly provide

Turlock the reasons in writing that such Schedule does not

conform to the provigsions hereln, and (ii) the Scheduled Class l

. Energy as set forth on CitY’s Bage Active Day Schedule, shall be

the amount of Class 1 Energy that City ghall schedule to sell
and deliver to the Points of Delivery and that Turlock shall

schedule to accept and pﬁrchase at the Points of Delivery on an

Active Day; and

(d) if Turlock’s Available Excess Energy
Schedule is rejeéted by ‘City, City shall promptly provide .
Turlock the reasons in writing that such schedule does not

conform to the prov1srons hereln, and

(@) 'if City. does not confirm or reject such

Ramping Schedule within the time provided therefor in the

- Scheduling Calendar, then City shall be deemed to have accepted

such schedule.

7.4.11 City shall offer to sell and deliver

Additional Available Excess Energy to Turlock on an Active Day -

29
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by providing Turlock with notice, by means of a recorded
telephone call, on or before theuday that is one (1) business

day before a Preschedule Day and by the time provided therefor

Cin Schedullng Calendar - 0of the amount of such Additional
,.Ayallab1e~Excess Fnergy that has become available for sale in

each half-hour of an Kctive Day.

7.4. 12‘ Turlock may accept, in Whole and not in
part Clty s offer of Addltlonal Available Excess Energy by
prov1d1ng City with notlce, by means of a recorded telephone
.call of its acceptance of such offer within one (1) hour of

receipt of such offer from City.

7;5. Determination of Excess Energy, Available Exoees.

‘Energy and Additional Available Excess Energy

Through Calendar Year 2007

7.5.1 During the period from July.l, 2004 through
December 31L‘2007, City shallldeterﬁine Excess Energy inla half-
hour to be the amount of energy that remains after City (a) (1)
determines the amount of Project Energy that it expects to -

generate in a half-hour based on its forecast of operating,

- water supply and water quality Conditions,‘(fi) reduces it by

the amount ofrenergy'city schedules to meet the requirements of

' Clty Munlclpal Energy, and (iii) multiplies the result by a

factor of .98; and (b)‘reduces‘the energy remainfng aftera
performing the calculations in the foregoing subsection by the
sum of.(i) the estimate of Modesto’s Glass 1 Energy, increased'
by City to reflect the equivalent of scheduled shortfall'energy,
if any, to be supplied by City to Modesto in such half—hoﬁr, and
decreased by Ciﬁy to reflect the equivalent of scheduled overage
energy, if any, to be returned by Modesto to City in such half-
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hour and (ii)- Turlock’s Firm Class 1 Energy in such half-hour,

if the period of determination occurs om or before December 31,

'20057'or Class 1 Energy in such half-hour as set forth in the

Final Base Active Day Schedule if the period of deterﬁination

oCcCuUrs on or after January 1, 2006,.as'the case may be.

7.5 2 Turlock acknowledges and agrees that from
July l 2004 through ‘December 31 2007 City shall have the right
to use and schedule up to one- half of such Excess Energy to
serve the requlrements of the Airport Tenants, as increased Dby

City to account for appropriate transmission line losses.

7.5.3 City shall offer to sell Available Excess

Energy (a) to Modesto, in an amount equal'to the result of

‘Modesto s Allocation multlplled by Avallable Excess Energy, and

{b) to - Turlock in an amount equal to the result of Turlock s

~Allocatlon multlplled by Avallable Excess Energy in - -the manner

and at the time set forth in Section 7.4.9.

7.5.4 Clty shall - also offer to sell Addltlonal
Avallable Excess Energy to Turlock at such time and 1n the

manner .get forth in Section 7.4.11.

7.5.5 Turlock acknowledges aﬁd agrees that City

'shall have no obligation to sell to Turlock Available Excess

Energy or Additional Available Excess Energy City which Turlock
does not agree to purchase in the manner required by Section

7.4.9 and Section 7.4.12, respectively.

7.6 Determination of Excess Energy and Avaiiable

- Excess Energy After Calendar Year 2007

31.
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7.6.1 During the period commencing on January .1,

2008 and thereafter during the remaining term of this Agreement

City shall determine Excess Energy and Available Excess Eﬁergy'

in the manner set. forth herein.

7.6.2  -City shall determlne Excess Energy in a
half-hour to be the amount of energy that remalns after City

(a)(l) determines the amount of Progect Energy that City expects

"to .generate in a half-hour based on its forecast of operating,

water supply and water quality conditions, (ii) reduces it by
the amount of energy City schedules to meet the requiremehts of

City Municipal Energy, and (iii) multiplies the result by a

factor of .98; and (b) reduces the energy. remaining after

performlng the calculatlon in the foregoing subsection by the

sum of "(i) the. estlmate of Modesto s Class 1 Energy lncreased by

~City to reflect the equivalent of»scheduled shortfall_energy,{1f

any, to be supﬁlied by City to Modesto in- such half-hour, and

‘decreased.bj City'to'réflect the equivalent of scheduled overage

energy, . if any, to be returned by Modesto to City in such. halﬁé'

“hour, and (ii) Class 1 Energy as set forth in the Flnal Base

Active Day SChedule

7.6.3 - Turlock acknowledges and agrees that City
shall have the right to use and schedule fifty percent  (50%) of

the first 100 MW of such Excess Energy for any purpose permltted,.

by law including, but not limited to, serv1ng all of the
requirements of the Airport Tenants and Norris Industrles, as

increased by City to account for appropridte transmission line

losses.

7.6.4 City‘shali offer to sell'AvaiIable Excess

Energy to. Turlock, in an amount equal to Turleck'’'s Allocation
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multiplied by Availahle Excess Energy in the manner and at the

time set forth in Seotion 7.4.9.

7.6.5 Turlock acknowledges and agrees that City

shall have no obligation to sell to Turlock Avallable Excess A

" Energy City is requlred to offer Turlock hereunder which Turlock

does not agree to purchase in the manner requlred by Sectlon'
7.4.9.

7.7 Determination and Treatment of True-Up Energy .During

the Third Period

7.7.1 'Commencing with the month of‘February 2006,
end thereafter, for each month of the Thlrd Period, City shall
determlne the amount of Overage Energy or Shortfall Energy for
the preceding month in the manner set-forth below and shall
provide'snch determination, -together with a copy of the
gchedules referenced below upon which its determination was -

based, to Turlock within five (5) business days .after City's

‘receipt of Turlock's report‘of Qualified Energy for that month

pursuant to Section 7.4.4 ‘(c) (i).

7.7.2 City shall determine (a)AOverage Energy in a
month to be the amount by’which the-sum'of Adjusted Delivered
Class 1 Energy in the half-hours of a month is less than the Sum.
of Delivered Class 1 Energy in the half—hours Ofvthe same month;

and (b) Shortfall Energy in a month to be the amount by which

* the sum of Adjusted Delivered Class 1 Energy in the'half Hours

of a month exceeds the sum of Dellvered Class 1 Energy in the

half hours of the same month

33



(ay if the Parties agfee to a return of all
or a portion of guch Overage Energy in the balance of the month
of determination,Athen City will (i) determine a level schedule

that will equate to the pbrtion of Overage Energy agreed to be

Sché&uledvaérage'Energylin‘the balahce.of such month, and (iii)
for tracking of balances, such schedule shall be7accoﬁnted for

as:part of Scheduled»Overage Energy for sﬁch month; and,
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10 A (b) Overage Energy not returned pursuant to
11 subsection (a) shall bé returned in the month following ﬁhe
12 month in which such determihation was made, as limited by

13 sufficient;Available Energy, ‘and City (1) will determine a level
14 échédﬁie for the amqunt 6f Overage Eﬁergy to be returned, and

15  (ii) such schedule shéll‘becéme a componen@'oﬁ'écheduled OQerage“
16" Energy fqr'such'mbnth, and (iii) for tracking of balances, such
-7 Schedule‘shall‘be accounféd‘fbr'as part of Scheéuled Overége.

18 'Eﬁergy for such month; and,'

20 - - (c) OVerage‘Energy notrreturned pursuant to.
21 subsections (a) and (b) hereof shall be returned to the maximum
22. extent possible in the next succeéeding month, as limited by
23 sﬁfficient'AVailable Energy, and any aﬁouﬁt not so returned in
'''' 24 - such next succeeding month shall be returned to the maximum-
25 ~“extent possibie during the nekt succeeding month.(br months), as
< 26 limited by sufficient Available Enéfgy, until the remainiqé
' 27 - balance of such Ovefage~Energy is eliminated, and City (i) will .
28 determine a level schedule'fof each such month for the amount of
29 Overage Energy to be returned, and (ii) each such 'schedule shéll

30 become a component ¢f Scheduled Overage Emnergy in the month of

31 return, and (iii)} for tracking of balances, each such schedule

35
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shall be accounted for‘as part of Scheduled Overage Energy for

the month of return.

7.7.6  Shortfall Energy shall be dellvered by Clty
‘to Turlock when Clty estlmates that there 1s suff1c1ent

Available’ Energy to do so, and

(a) if~thevParties agree to a delivery of

all or a portion of such Shortfall Energy in the balaﬁce of ‘the

.month of determination, then City will (i) determine a level

schedule that will equate to the portion of Shortfall Energy

‘agreed to be delivered, and’. (ii) such schedule shall become a

component of Scheduled sShortfall Energy in the balance of such
month;;end (iii) for‘tracking3of balences, such schedule shall

be accounted -for as - part of Scheduled Shortfall Energy £or. such

month; and,

(b) ‘Shortfellenergy=not deliveredlpursuent
to subsection (a) shall be delivered_iﬁ the month following the
mcnch'in which such determination was made, as limited by
eufficient Available Energy, and dity (ib will determine a level
schedule for the amount of Shortfall Ene:gy to be.delivefed, and
(ii) such schedule sgshall become a component.of Scheduled
Shortfall Energy for such month, and (111) for tracking of
balances, such schedule. shall be ‘accounted for as partncﬁ

Scheduled Shortfall Energy for sucd¢h meonth; and,

_ (c¢y - shortfall Energy not delivefed‘pursuant
to subsections (a) and (b) hereof shall be‘delivered.co the'
maximum.extent poSsible'in the next succeeding month, as liﬁited
by sufficient Available Energy, and any amount not ec delivered

in such next succeeding month shall be delivered to the maximum
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extent.possible‘during the next succeeding month (oxr months), as -
limited by‘sufficient.Ayailable Energy, uhtil the remaining |
balance of such Shortfall Energy is eliminated,'and'city (i)
will determine a level schedule for each such month for the .

amount of Sherﬁfall Energy to be deliveredf and (1ii) each-such_

_schedule shall become»e component of Scheduled Shortfall‘Energy
'in' the month of delivery, and (iii) for tracking of balances,
.each sueh schedule.ehall bé accounted for as part of Scheduled

 Shortfall Energy for the month of delivery.

7,7.7 Shortfall Energy .or Overage Energy for a

month may be subeequently adjusted during the. annual

:reeonciliatien that City performs for each month of a Fiscal

Year to correct for’disdrepancies or errors, if any, in the
monthly meter data of Quallfled Energy that Turlock subsequently
notified Clty of under Section 7.4.4 (C)(l). The Partles intend

and agree that for annual reconc111atlon purposes such

' gadjustments shall be llmlted to discrepancies or errors Turlock

delivered City notice of within a period of twelwve (12)'months

of the meter readihg to Which the notice‘relétes City shall use

. the methodology for determlnlng Overage Energy or Shortfall

Energy described in Section 7.7.2, and the Overage Energy or.
Shortfall Energy that results from Such annual reconCLllatlon, |
if any, shall be returned by Turlock or supplled by City as

provided in Sectlon-7,7.5 and Sectlon 7.7.6.

7,7.8' The outstanding amounts of Shortfall Energy
and'Overage'Energy shall be hetted‘by the City and any remaining
balances shall be accounted for and subsequently scheduled

pursuant to Section 7.7.5 or Section 7.7.6.

7.7.9 A representative authorized by a Party
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pursuant to Section 11.3 hereof by agreement with a

-representative authorized by the other Party pursuant to Section

11.3 hereof may modify the mannexr in which Shortfall Energy is
to be delivered, or Overage Energy is to "be returned upon

mutual agreement.

7.7.10 The amount ef Scheduled Overage Energy not
returned or Scheduled Shortfall Energy not.deiivered for reasons
of Upcontrollablezﬁereeslor thoee.set ferth in Section 11.7
ghall be carried~forward and subsequently returned or~deiivered

in the manner provided therefor in Section 7.7.6 or Section

'-7.7.7, as the case may be.

8.  SPINNING RESERVE SERVICE

8.1 = Spinning Reserve

8.1.1 City shall determlne, 1n 1ts sole dlscretlon,

1E Splnnlng Reserve Headroom is avallable,'and shall notify '

B Turlock of such determination within the time and in the manner

provided for in (a)‘Appendix B, if during the Second ?eripd;"and

(b) in Section 7.4.5 {b) (ii) hereof, if during the Third Period. .

' 8.1.2 If Clty has notified Turlock that Splnnlng
Reserve Headroom is avallable, Clty shall make no more or less
than 5 MW of Spinning Reserve available to Turlock inreech hour

except as otherwise provided in Section 8.2.2 hereof.

8.2 Request.for Sﬁppiy.of'Spinhing Reserve Energy
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8.2.1 TIf City has notified Turlock that Spinning

Reserve Headroom is avallable pursuant to Section 8.1, then

'durlng the Active Day to Wthh such notlce relates Turlock may

request by means. of a recorded telephone call, that Clty stupply
and deliver no more or- less. than 5- MW of Splnnlng Reserve Energy
durlng an hour of such Active Day when Turlock is exper1enc1ng a-
“Turlock system cdontingency” as defined hereln below provided,
however, that Turlock may not make such a request for.more:than
a total of (a),three'(B) such hours during the six (6) month.
period from July 1 and through December 31, 2004, and (b) six
(6) sdch hours during each calendar.year thereafter during the

remaining term of this Agreement.

8.2.2 Upon receipt of a re@uest permitted under

Section 8.2.1, City shall Supply and -deliver 5 MW of Spinning

Reserve Energy to Turlock in the hour or hours to which the

request applies, provided, however, that if the request applies

‘to an hour (or hours) after 2400 hours on December 31, 2007, and

City determines that in the absence of such requeét City would
not have supplled Modesto with the estimate of Modesto g Class 1

Energy under the Modesto- Agreement and Turlock with 1ts

Requested Half-Hour Energy, then in such hour (or hours), City

shall only be required to make available to Turlock, Turlock's
Allocatlon of the 5 MW of Splnnlng Reserve and to supply and
dellver to Turlock, Turlock’s Allocation of the 5.MW of Splnnlng

-Reserve Energy; and provided, further,Athat if the sum of

Turlock;s Allocation.of 5 MW of Spinning Reserve Energy and
Modesto’s Class 1 Energy ekceeds 5 MWh in any such hour (or
hours) , then City may further reduce the amount of Spinning
Reserve Energy to be supplied and delivered to Turlock in Such
hour (or hours) by the amount neceesary to limit City’s total

supply to Modesto and Turlock in such hour (or hours) to 5 MWh.
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8.2.3 For purposes of Section 8.2.1, a-“Turlock

.system contingency” shall be deemed to exist during an hour of

an Active Day when: (a) Turlock has an initial loss of a
resourqe‘in excess. of 15 MW; (b) Turlock’suspinning reserve
falls below,'orvTurlock anticipates its spinning reserve will
fall bélow, WECC MORC (Minimum.Operating.Reliability Criteria)
requirements for sﬁinning reserve; or (3) Turlock.anticipates

the need to curtail load.

8.3 Supply and Return of Sﬁinning Reserve

'8.3.1 City shall supply and dellver Splnnlng Reserve

Energy ‘to the Points of Dellvery in the hours or hours of the

Active Day to which the request applies.

8.3.2 SpinningAReserve Energy delivered by City to
Turlock in an hour;, shall be returned by Turlock to City:

(a) within a period of not lesg than seventY—

two (72) hours of the delivery thereof if City determines there

‘is sufficient Available Generation to do so,  or on the next

Active Day in which City determines that there is sufficient
Avallable Generatlon to do so, or as otherwise mutually agreed -

by the Partles, and,
(b) in like hours {e.g., an On-Peak Hour, if

City delivered Spinning Reserve Enerdgy to Turlock during an On-

Peak Hour); and. -
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(c) by an adjustment to a Base Active Day

‘Schedule, ’I‘urlock's Adjusted Bage Active Day Schedule,. or a Base

Actlve Day Ramplng Schedule, if during the Third Period; or

(d) by an adjustment to a Firm Base Active
Dey Ramping Schedule, or a Firm Base Active Day -Schedule, if

during the Second Period.

8.4 ‘Annual Request

Turlock may request that City meet with Turlock to
dlSCU.SS whether City Would supply Turlock w1th 5 MW of Spinning
Reserve Energy beyond a third hour dur:.ng the partial  calendar
yvear described in Section 8.2.1 (a), -or a srxth hour during each
of the calendar years described in Section 8.2.1 (b), as the
case may be.  Turlock may make such requ_est of City once -during
each of such calendar years “{or partial ealendar .yeer) , and at

any time during each such calendar year (or partial calendar

.year) . Promptly after receiving such request, City shall meet

with Turlock in.order to discuss Turlock’'s request, whether

City, in its sole discretion, is ' willing to provide such energy
and, the terms and conditions on which City may be willing to do

s0.

8.5 . Acknowledgments

7 v,8.5.‘l_ Fach Party acknowledges end agrees that it has
relinquished and waived any right or entitlement it n1ay have to
claim that Spinning Reserve Energy that may be reques-ted or
returned by Turlock by is or should be treated as Clase 1 Energy

either under the terms of this Agreement. or under'the Raker Act.
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8.5.2 The Parties furﬁher acknowledge and agree that

-Splnnlng Reserve Energy supplied in an hour (or hours) of an

' Actlve Day may result in Turlock acceptlng delivery of more than -

the On~Peak Base EBEnergy durrng an On-Peak Hour (or Hours) of

such day than it would have otherwise been entitled to receive

in the Final Base Active Day Schedule for such Active Day.

8.5.3 The Parties further acknowledge and agree that

, notw1thstand1ng the foregorng provisions of thlS Section 8, at

no time shall City be required to make Spinning Reserve
available to Turlock, or to supply or deliver Spinning Reserve
Energy to Turlock if City determines that it would have to

purchase elther such product or service from a third party in

order to do s0.

9. TURLOCK’ S RIGHTS TO USE CITY'S'TRANSMISSION FACILITIES

9.1 Turlock shall have a right to use Turlock’s
Alloéation.of excess capacity of City's Transmissjon Facdilities.
This right is limited to the usesewhich‘do not . adversely affect
delivery*of energy to satisfy City’s obligations to City
Muanipal'Load, Districts, Alrport Tenantsg, Norris Industries,
and delivery of Hetch Hetehy Project Energy to other City

customers.

9.2 City shall be the sole judge of thelarailability of
excess dapacit? in City Tranemiseion Facilities, consistent with
Prudent Utility Practice; provided, Turlock’s use of such excess
capacity.in City'’s Traﬁsmission Facilities shall not be |

unreasonably denied.
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‘9.3 Turlock shall provide City with advance written

notice reQuesting use of such excess capacity in City's

Transmission Facilities. City shall deliver any Power séheduled-

for delivery to Turlock utilizing . such excess capacity and such

'dellverles shall be reduced for transm1881on losses to the

Points of Delivery pursuant to Section 13.

9.4 If City plans to upgrade, rebuild, er'add to City's

Transmission Facilities, City shall consult with Turlock about.

- its pessible participation in such project. Ali terms and

conditions of use and costs associated with Turlock’s
participation shall be negotiated by the Parties in a separate

agreement.

9.5 . .City shall allow Turlock to establish addltlonal
interconnections with Clty s TransmlsSLOn Fac111t1es as theae
Parties may agree. Such agreement will not be unreasonably

wifhheld Clty shall not be’ requlred to bear any. cost

: a35001ated with such addltlonal lnterconnectlons

- 9.6 _If City believes that a&verse»impacts may .result to
transmission systems of third parties from Turlock'e
interconnection with and/or additional use.of excess capacity. in
City’s Transmission Facilities, Turlock shall make all required
arrangemnents with such thifdvpaxfies, coneistent.With.Prudent
Utiiity’Practice,eand bear all costs associated with such ‘

intercontiection or use.

9.7 City shall allow Turlock to “tonstruct new
transmission lines on the existing right of way for City’s

transmission system; provided, that City agrees ‘that such use by
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Turlock is not inconsistent with (i) City’s rights and present

or future use of such right cf~way and (ii1) applicable federal

~and -state laws, including, specifically, the Raker Act. All

terms and conditions of use and costs associated with Turlock s

‘use of such right of way shall be negotlated by the Partles din.a -

separate agreement

10. LOAD DATA AND LOAD PROFILING

"10.1 Intent and Purpose of Load Profiling Studies

10.1.1 During the Third Period the Parties intend

the ‘schedules for delivery:cf Class 1 Energy to be based upon

the studies provided for herein below profiling Turleck’s _
Qualifying Loads. The Parties intend to use sucn‘stuaieS'to
determine the ambunt of Requested Monthly Class 1 Energy that
may pe scheduled for dellvery durlng the On- Peak Hours and Off-"

“Peak Hours of the month in .which the request is made. ‘In the

absence of the timely performance, completion and«dellvery of

~ such .studies in accordance with the requirements set forth

herein and"ekcept as expreesly-provided for below, City shall
determine the schedules for the delivery of Class 1 Energy usrng

an Equal Percentage Method for the On Peak Percentage and Off—

Peak Percentage

©10.2 Interval Meters
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10.2.1 Turlock shall install metering equipment on
a statistically wvalid sample:sise of each of its Qualifying Load

customer groups (hereinafter such meters referred to as “Load

.Reséarch Meters"f., Such metering equipmentf(a) shall be
‘furnished serviced and maintained by Turlock (b)'shall include

'“1nterval recordlng” meterlng equlpment for the measurement of

the amounts of ‘real power; and, (c) shall be de81gned to record
contlnuously dellverles of kllowatts and kllowatthours in

integrated 60-minute or less 1ntervals.~

10.2.2 Turlock shall be respons1ble for making
arrangements ‘to read- all Lioad Research Meters perlodlcally

Turlock ghall maintain recordings of all sugh interval recording

‘meters for a.period of sixty (60) months, ineluding recordings

of BQ—minute intervals if the'Loaleesearch MEters:are~capable

of recordihg 30-minute ihtervals Turlock shall provide a copy

fof such recordlngs ‘to City promptly at such times .as Clty may

request and if practlcable, shall also provide. & copy of such
recordlngs to City in a format capable of belng 1mported A

electronlcally into a spreadsheet format.

10.3 * Required Methodology and Procedure

10.3.1 Any load profile study required herein shall

be performed by Turlock in accordance with the procedures

. described below.

10.3.2 Turlock shallidevelop a methodology for

performing a study to determiﬁe'the morithly load profiles of

each of its Qualifying Load customer groups. Such methodology

- shall be based on such means, practices and techniques‘that'are

in accordance with Prudent Utility Practice for a study of this
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type and shall ose the interval data recorded and collected from

the metering equipment described in Section 10.2 hereof.

. 10.3.3 . Turlock shall provide City with a written
description of the methodology Turlock intends to use and shall
provide.city with not less than three (3) Business Days to

review and comment on such methodology in advance of performing

©a Studj. Turlock shall notify City promptly of any changes to’

such methodology that Turxrlock thereafter may desire to make from

time to time and.each time Turlock makes such a‘changéAit shall

afford City with not less than three (3) Business Days to

- comment thereon.

-10.3.4 Upon completion of a study, Turlock shall
prov1de City with a written aescrlptlon of the results of such
study 1nclud1ng (a) tho_On—Peak Percentage and Off—Peak

Percentage that Turlock has determined is supported by such

study, and (b) the results. sorted by statistically valid samples

of the Qualifying Load customer groups. . Thereafter, Turlock
shall promptly provide Clty with such Lnformatlon,‘data or
documentation 1n connectlon .with such study as City may

reasonably request,,prov1ded, however, that Turlock shall not be

- required to provide Ciﬁy with confidential information

identifiable by customer except pursuant to a confidentiality

.agréement between Turlock and City.

10.4 Initial and Annual'Load Profiling Studies

10.4.1  Turlock shall use its best efforts to
perform, complete‘and deliver to City an initial study in
accordance with Section 10.3vhereof (a) of each of the months of

January through June 2005 (the “First Half-Year Study”), by
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September 30, 2005; and, (b) of each of the months July through
December 2005 (the “Second Half-Year Study”), by March 31, 2006.

- l0.4.2° _Turlock shall perform, complete'and deliver
to City in accordance with Section 10.3 hereof (a) an 1n1t1a1
study of all the months of calehaar year 2006, on or before
Aprll 30, 2007 (the “Initial Anhual Study”); and (b) on or
before Aprll BOm'of each calendar year thereafter, a study of

all the months of the preceding calendar’ year~(each such study,
an'ﬁAnnual Study”) . ~

10.5 Effect of Studies on Base Active Day Schedules'

10.5.1 If Turlock delivers the First.Half~Year

'Study td City (a) on'or‘beforeANovember 15, 2005, the Base
'Actlve Day Schedules for the months of January through June 2006

and for the monthsg of January through June 2007. shall be " -

"determlned uSLng an On-Peak Percentage and Off~Peak Percentage

derived from such Study for the months covered by such Study, or
(b) on.or before June 30, 2006, the Base Actlve Day Schedules
for the months of January'through June 2007 shall be determlned

using an On- Peak Percentage and Off- Peak Percentage derlved from

such Study for the months covered by such Study

10.5.2 If Turlock delivers the Second Half—Year‘»
Study to City (a) on or before May 15, 2006, the Base Actiﬁe Day -
Schedules for’ the months of July through December 2006 ghall be
determlned usmng an On-Peak Percentage and Off-Peak Percentage
derived from such Study for the months covered by such Study and
the Base Active Day Schedules for the months of July'through
December 2007 shall be determined using an On-Peak Percentage

and'Off—Peak Percentage derived from such Study for the months
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covered. by such Study unless Turlock has timely aelivered the
Initiel Annual Study, in which case the Qn—Peak'Percentage and.
Off-Peak Percentage shall be derived from the average of
applicable percentages for the same moﬁth of-the Second Half—
Year Study and. Inltlal Annual Study, or (b) on or before .
December 31, 2006, the Base Active Day Schedules for the months
of July through December 2007 shall be determined using an On-

Peak.Percentage‘and Off-Peak Percentage derived from such ‘Study .

‘for the months covered by such Study unless Turlock hasltimely

delivered the Initial Annual -Study, in which case the On-Peak
Percentage and Off-Peak Percentage shall be derived from.the‘
ayerage of applicable percentages for the same month from the

Second Half-Year Study and the Initial Annual Study.

. 10.5.3 If, notwithstanding its best efforts to do
so, Turlock fails to deliver the First Half-Year Study  to City

- {a) by November 15, 2005, the Base Active Day Schedules fof”the

months of January through June 2006 shall be determlned using an
On-Peak Percentage of sixty-five pe:cent.(65%) and an Off-Peak
Percentage of thirty—fiye pefcent (35%); and (b) by June 30,
2006, the Base Active Day Schedules for the months of Jaﬁuary

‘through June 2007 shall be determined using the Equal Percentage
‘Method until the beglnnlng of any such months that is forty five

days after Turlack performs, completes and delivers the Flrst
Half- ~Year Study in accordance with Section 10.4.1 or- the Initial
Annual Study £o City in accordance with Section 10.4.2 (a)

hereof and then the Two-Year On-Peak ‘Percentage and Two-Year

- Off-Peak Percentage derived pursuant to Section 10.6.1 for the

remaining months of calendar year 2007 and the remaining months.

of the Fiscal Year-eﬁding on June 30, 2008.
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10.5.4 If notw1thstandlng ltS best efforts to do
50, Turlock fails to dellver the  Second Half-Year Study to Clty
(a) by May 15, 2006, the Base Active Day Schedules for the
months of July through December 2006 shall be determlned using
an-On-Peak Percentage of 51xty five percent (659) and an Off—

Peak Percentage of thirty- flve percent {(35%); and (b} by

"December 31, 2006, the Base Active Day Schedules for the months

of July through ‘December 2007 shall be determined usmng the

Equal Percentage Method untll the beginning of any of such

" months that is forty-five days after Turlock performs, completes

and delivers the Second Half-Year Study in accordance with

.Section 10.4:1 or.the'Initial'Annual Study to City in accordance

with Section 10.4.2 (a) hereof and, thereafter, the Two-Year On-
Peak Percentage and Two- -Year Off-Peak Percentage derlved ‘

pursuant to Sectlon 10.6.1 for the remaining months of calendar
vear 2007Aand the.remalnlng months of the Fiscal Year ending on

June 30, 2008,

+10.6 Rolling Average Methodologies.

10.6.1 f.Beginning:with the first month after:
December 2006 that is forty-five (45) days after Turlock has

A' performed, completed and delivered to City.under Section 10.4

hereof a load proflllng study and until Section 10 6.2 1g in
effect then:

(a) the Base On-Peak Energy in a month shall
be determirieéd by multiplying the two-year average On-Peak .
Percentage (as . defined herein below, the “Two~Year,On—Peak

.Percentage") for thé month of determination by the Requested

"Monthlyvclass 1 Energy for such month, and (ii) the Base Off-

Peak Energy in a month shall be determined for a month by
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mu;tiplying the two—year average Off-Peak Percentage (as defined
herein below, the “Two—Year'Off—Peak Percentage”) for the month
of determlnatlon by the Requested Monthly Class l Energy for
such month. The Two-Year On-Peak Percentage and the Two-Year
fo—Peak Percentage'shailbbe determinea by calculating the
simple average‘of the applicable percentages‘fcr the month of
determination derived from;the load profile studies for such
month in the immediately preceding‘two (2) available like
months. If percentages are not available from a load proflle's
study for any given month of the last two {2) avallable like
months then the missing on-peak percentage ahd,the missing off-
peak perceutagelfor such menth shall be determined by using the

Equal Percentage Method.

10.6.2  Beginning with the first month after
December 2007 that is forty-five (45) days after Tuflcck has
performed, completed and delivered to City under Section 10.4

hereof a load profiling study then:"

(a) the Base On- Peak Energy in a month shall
be determlned by multlplylng the three-year average On- Peak
Percentage (as defined hereln.below, the “Three-Year On Peak ’
Percentage”) for the month of determination by the RequeSted
vMonthly Class 1 Energy for such month, and (ii) the Base Off-

Peak Energy in-'a month shall be determlned for a month by

‘multiplying the three-year average Off-Peak Percentage (as’

defined herein below, the “Three-Year Off-Peak Percentage”) for
the month of.determination by the Reguested Monthly Clags 1
Energy for such month. The Three—Year.On—Peak“Perdentage and’
the Three-Year Off-Peak Percentage shall be determined by
caiculating the simple average of the applicable percentages. for

the month of determination derived from the load profile
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studies for such month in each of the immediately preceding

‘three (3) available like months. If percentages are not

available from a load profile study for any given month of the -
last three (3) available like months then the missing on-peak

{
percentage and the missing off- peak percentage for. any - such

month shall be determlned by usmng the Equal Percentage Method

10.6.3 '~ Either Party may request the other Party to

agree to:an‘adjustment of the'foregoing two-yeaxr average or

;three—year average in order to accurately account for .

. ldentlflabTe changes or trends in Turlock’s Qualifying Loads and

‘-such agreement shall not be unreasonably withheld by the Party
‘to-whom the request has been made if the Party making the

request can demonstrate that such changes have occurred and that

such trends are-likely to occur with reasonable certainty.

10.7 COnditions Precedent to Ramping

©10.7.1  Turlock may hot submit a‘Ramping Schedule
during the nmnths of January to June of 2006 until the beginning”
of any such month that is at least forty—five (45) days after it
has completed and delivered to City the.ﬁirst Half-Year Study.

- 10.7.2 Turlock may not submit a Ramping'Schedule

~during the months of July to December of 2006 untll the .

beglnnlng of any such month that is at least forty five: (45)
days after it has completed and dellvered to Clty the Second
Half-Year Study.

-10.7.3 Turlock may not submit a Ramping Scheduler
during any month of calendar vear 2007, or durlng any month of

any calendar year thereafter until the beglnnlng of a month that
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is at least,forty~five (45). days after it has completed and

delivered a load profile  study in accordance with Section 10.3 -

hereof for such month in a preceding year.

11. SCHEDULING OF ENERGY DELIVERIES

11.1 Scheduling During Second Period and Third Period

11.1.2 All schedules for the dellvery of energy to
Turlock durlng the Second Perlod shall be developed in

“accordance w1th Appendlx B hereto and the terms and protocols

set forth below

11.1.3  All schedules. for the delivery of energy to
Turlock durlng the Third Period shall be developed in accordance

with Sectlon 7 hereof and the terms and protocols set forth

"below.

11.2 Scheduling Calendar~and Protocols

11.2.1 >The Partles will use their.best efforts to
work together cooperatively and in good faith in schedulihg
energy for delivery under the terms of this Agreement.

11.2.2 The Parties intend schedules to be developed
and finalized in the manner provided for hy the terms of this
Agreement and on-such days and at such times as are set forth on

the Schedullng Calendar

11.2.3 The -Scheduling Calendar reflects the intent

. of the Parties to adopt the current practice of electric
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utilities in the State of California and of members of the WECC -

to establish their schedules on a Prescheéule'Day in accordance
with the prescheduling calendar publlshed by the WECC as the
same may be modified by the WECC from tlme to tlme and

therefore, the Parties.also lntend and agree to modlfy the

. Scheduling Calendar from.tlme to time to 1ncorporate such

modifications as have been made by the WECC -to the WECC

prescheduling calendar.

11.2.4 The Schedullng Calendar also reflects the

. 1ntent of the Parties to exchange certaln notlces, information

and types of schedules at specific tlmes on certain days prior
to a Preschedule Day. The times set forth in the Scheduling

Calendar were negotiated and agreed to by the Partiés in order

'(a) to allow each Party sufficient time to plan for and manage

its resources efficiently, economically- and reliably; and (b) to

“account for. the different types of products and services

provided for under the terms of this Agreement; and (c¢) to- allow

each of them adeqguate time to respond to offers that may be made

or may be required to be made by the terms of this Agreement and
gonfirmations'or.rejections of various types of schedules that
may be permitted by.the terme.of'this Agreement; (d) to account
for the time by which each Party may be required by its
applicable contracts or tafiffs to provide its final schedule(s)
for anbActive Day to third barties; and (e) to account for the.
time by.Which City .is required to provide its Final Schedule to
its Scheduling RepreSentative go that dity may avoid incurring
any.costs, fees or expenses for sche&ullng changes after such

Final Schedule is submltted

11.3 Permitted‘DeviationsAand Authorized'Representatives
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11.3.1 City and Turlock understand and agree that

‘it may be necessary or desirable to deviate from certain

schedullng provisions from time to time and that 1t would ‘be

burdensome to amend this Agreement each time that the: Partles

“agreed that a dev1atlon was necessary or de81rab1e Therefore,'

'each Party has agreed to designate representatives who are'

authorized to agree on its behalf to (i) dev1atlons from the
Scheduling Calemdar, {1i). deviations from prov181ons relatlng to
the gscheduling of Class 1 Energy (1nclud1ng Ramping) , Splnnlng o
Reserve Energy, Available Excess Energy or Addltlonal Available

Excess Eﬁergy, or (iii) a modlflcatlon under Sectlon 7. 7 9.

Each Party shall’ dellver a wrltten notice 1dent1fy1ng the

representatlves who 1t has so authorlzed to the: other Party
only those representatlves that- have been 80 des1gnated by a

Party shall have the authorlty to agree to any dev1atlon from

-the foregoing schedullng prov151ons or such modification.

11.3.2 No -deviations from the foregoing scheduling

provisions or modification shall be effective or be iﬁplemented

until after the authorlzed representatlve to whom the request

for a deviation was made has received such request in wrltlng
and dellvered a conflrmatlon thereof in writing, by facs1mlle or

otherw1se, to the requestlng representative, prov1ded however,

that 1f. the requesting representatlve establlshes that

‘ extenuatlng circumstances prevent the dellvery of such an-

advance. written request, a voice .recording of such request and
thegconflrmatlon of party to whom the request was made may be
substituted therefor, if the requesting Party.thereafter
delivers an explanation, in writing( of the extenuatihg
circumstances that prevented such deliveryﬂ.a summary of the

request and confirmation, together with a copy of such voice
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recordlng to the Party to whom the request was made no 1ater

than the follow1ng Bu51ness Day

11.3.3 Any deviation from'thefforegoing scheduling
prOVlSlonS or. modlflcatlon that the authorlzed representatlves

may agree o from tlme to-time shall net establlsh a precedent

or a course of deallng or a course of conduct for any subsequent . -
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dev1atlon that may be requested

11.3.4 The authorized representatives may not agree -

11.4 Ramping Schedule Elections and Criteria

"to a deviation from the réquirements hereinabove set forth.

11.4.1° Turlock may submit a Base Actlve Day Ramplng

Schedule for an Active Day if:

(a) Turlock has satlsfled the condltlons

Active Day; and

(b) City has notified Turlock that Ramplng‘

Headrocm is available on such Active Day; and -

'precedent set forth in Sectlon 10.7 hereof appllcable to such

(¢) Turlock notifies City of the Ramping

election it has made pursuant to Section 11.4.2 hereof and its

Base Active Day Ramping.Schedule'neets the criteria of set forth

. in Section 11.4.3 hereof.

11.4.2 Turlock may elect to Ramp based on Ramping

as set -forth in Section 11.4.3 hereof and its election;
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made, shall be binding on it‘for each remaining Aetive Day of
the same month~in which it is’ permitted to submit a Base Active

Day Ramping Schedule.

ll 4.3 Turlock may Ramp a Base Active Day Schedule

for an Active Day by adjustlng such Schedule 1n ‘accordance with:

(a). Sectlon 11. 4.4 hereof if TurIOCk has
elected to Ramp usmng Ramplng Schedule A; 4

(b) Section-ll.4.5 hefeof,'if Turlock has

eiected,to‘Ramp using Ramping Schedule B; or

(c) Sectieﬁ 11.4.6 hereof, if Turlock has

‘elected to Ramp using Ramping Schedule C.

11.4.4 . Turlock may Ramp using Ramping Schedule A
for any Actlve Day except Sundays or NERC holldays '

. (a) by inereasing by not‘more of less than
5 MW the amount scheduled in any two .of the threeloff—Peak Hours
of HEOS, HEQO6 or HEZ?, and by'incfeasing by notzmoyelo; leés
than'G.MW, the amount. scheduled. in the remaining dff—Peak Houx;

and

'(b) by decreasing by not more or less ‘than

1 Mw the amount scheduled ln each of the On-Peak Hours of ‘HE 07
through HE22, so that .the total On-Peak Demand for an Active Day

as set forth in the unadjusted schedule is not exceeded.
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'11.4.5 Turlock may Ramp using Ramping Schedule B

. for-any Active Day except Sundays and NERC holidays:

(a)"during the,months of“Octoher.through~
April'(i)7by increasing by not mofe or less than 2 MW the amount’
scheduled»in the*Off—Peak Hour of HEQS5 and4hy'increasing’by not
more or less than'BMW the amount scheduled in the Off-Peak Hour
othEOG and HEZBf'and'(ii) bY~decreaSing‘hy not more or less
than 3MW the amount scheduled in On-Peak chf HE07 and by not -

‘more or less than'ZMW the amount scheduled in On-Peak Hour HEOS8

and by not more or less than 3MW the amount scheduled in. On~Peak

~ Hour HE 22 80 that the total amount of the 1ncreases in- such

'Off Peak. Hours equals the total amount of the decreases in such

'On—Peak Hours; and

(b) during the months of May through

. September (l) by increasing~by not more or less than 4 MW the

amount ‘scheduled in HEO5 and by 1ncreas1ng by not ‘more or less

than 6 MW the amount scheduled in each of the Off Peak Hours of

fHEOG.and HE23, and.(ll) by decreas1ng by not moxe‘or.less‘than

GMW'the amount scheduled in the On—Peak'Hour:of HE07 and By not.
more or less than 4MW the anount scheduled in ‘the On-Peak Hour

HEOB'and by not more or less than 6MW the amount scheduled in
the On-Peak Hour HE22, so.that the. total amount.of the increases

in such Off-Peak Hours equals the total amount of the decreases

" in such On-Peak Hours.

11.4.6 Turlock may Ramp using Ramping‘Schedule C

}for'any Active Day except Sundays or NERC holidays-:

(a) during the months of October through

April (i) by increasing by not more or -less than 4AMW the amount
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' scheduled in each of the Off-Peak Hours, an@_(ii)'byfdecreasing

by not more or. less than 2MW the amount scheduled in each.On-
Peak Hour, so that the total amount of the 1ncreases in such

Off- Peak Hours equals the total amount of the decreases in such

On- ~Peak Hours, and

(b) ‘during. the months of May to September

(i) by 1ncrea51ng by not more.or ‘less than . 9MW the amount

,scheduled in each of the 0ff-Peak Hours, and (11i) by decrea31ng

by not more or less than 5MW the amount scheduled in each On-

- Peak Hours of HEQ7 through HE13 and HE 22 and (iii) by

decrea31ng by not more or less than 4MW the amount scheduled 1nA
each of the On-Peak Hours of HE14 through HE21, so that the '
total amount of the increases in such Off-Peak Hours equals the

total amount-  of the decireases in such On-Peak Hours.

11.5 Available Excesg Energy Schedule Criteria

J1i.5.1  If Turlock agrees to purchase Available
Excess Energy offered to 1t by Clty on an Actlve Day then it

shall accept such offer in whole or: in part by tlmely provrdlng

'Clty an Avallable Excess Energy Schedule that meets the’

following criteria;

(a) during each of the On-Peak Hours of HELG .

'through HE19 Turlock shall schedule Available Excess Energy

offeredlto it in eithér (i) a constant MW of the total amount of
the Available Excess Energy offered to it inlsuch.hours, or (ii)

a constant percentage of the total amount of the Available

. Excess Energy offered to it in such hours; and

(b) durlng each of the On Peak Hours of HE0Q7
through HEL5 and HE20 through HE22 Turlock shall . schedule
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Available Excess Energy offered to it in an amount that is not’'
less than the lower of (i) the average of the total amount of

Availlablée Excess Energy (in MW) scheduled by it under subsection

- (a) (i), or (ii) the constant percentage.Schéduled uhder ~

subsection (é)(ii).multipliednby the total amount of Availablé

‘Excess Energy'offeréd”to it . in such hours; and

(c) durlng each of’ the Off-Peak hours of

HELl6 through HE19 of Actlve Days that are Sundays and NERC
holldays, Turlock shall schedule Available Excess Energy offered'

" to' in the same ‘manner. as is provided for in subsectlon (a)

hereof; and

'(di during. each of the- Off Peak Hours of

-HEO7 through HEL5 and HEZO through HE22 of Actlve Days that are

Sundays and NERC holldays, Turlock shall schedule Avallable
ExoeSS Fnergy offered to it in the same manner as.ls prov1ded

for in subsection (b): and

, . A.(e) 4duringveach of the foéPeak Hoursﬂof
HE23 through HE06, Turlock shall schedule Available Excess
Enérgy offered to it in such hours in either (i) a constant MW’

of such. amount, or (ii) a constant percentage of‘such anmount.

11.6 Additional Available Excess Energy Schedule

If‘Turlook agrees to purohase Additionai Available
Excess Energy offered to.it by City‘on an Active Day pursuant to
Section 7.4.ﬁ2 hereof.then it sh@ll be deemed to haVé accepted'
the schedule for delivery of such~Additional Available Exoess
Energy comﬁunicated to it by City at the time such offer was

made to it hy City under Section 7.4.11.

59



W P N G U s W N R

W oW oW NN NNNNNNNNBR R RPE BB R R R R R
MR o W, e & W RN R O W oo U W N RO

11.7 - Interruptions of Scheduled Deliveries

11.7.1  City may interrupt and shall be excused from

'any obllgatlon to supply or dellver Firm Class i Energy that has

been scheduled for dellvery or. Splnnlng Reserve Energy reqnested
by Turlock at any tlme durlng the Second Perlod to the extent

that its. failure to supply or deliver such Firm Class 1 Energy

or Spinning Reserve Energy shall be due to Uncontrollable

. Forces.

_ 11.7.2 City may 1nterrupt and. shall be excused from
anj obligation to supply or deliver (a) Avallable Excess Energy
or Additional Available Excess Energy that has been scheduled
for delivery at any tlme durlng the ‘Second Period, or (b)
Scheduled Class 1 Energy, Scheduled Shortfall Energy,'Available
Excess Energy or Additional Avallable Excess Energy that has
been scheduled for dellvery, or Splnnlng Regerve Energy that has

been requested by Turlock at any tlme during the Third Period,

to the extent that . .its failure to supplyvor.dellver.any such

Energy shall -be due: to:

(a) either the PrOJect or the Clty s
Transm1ss1ontFa01llt1es not being avallable because of a Forced -

Outage for whlch suff1c1ent notice could not have been given to

allow the outage to be factored lnto the preschedullng process;.

or

“(b) a determlnatlon by City, made in 1ts

sole judgment and dlscretlon, that supplylng oxr dellverlng such

~Energy or contlnulng delivery of such energy would adversely

impact the Clty s.ablllty either to prov1de water supply or to
meet applicable standards of water quality followed or

‘established by City; or
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'}(c)' Uncontrollable Forces.

11.7.3 City may not interrupt the supply and

dellvery of .any -energy scheduled for dellvery hereunder in order

to gell: such energy at a hlgher prlce

11.7.4 Clty shall notify Turlock as far in advance -

‘as is practicable of an 1mpend1ng 1nterruptlon and if not

practlcable then promptly after the occurrence of any
1nterrupt}on, and shall provrde Turlock with (a) a description‘
of the specific cause of the 1nterruptlon, if kncwn; and (b)‘the
tlme the 1nterruptlon started, and (c) the expected'dﬁration of

the 1nterrupt10n

'12. POINTS OF. DELIVERY

112.1 . Becond Period

. The Points of Delivery during the Second Period shall
be at those p01nts ‘known as the Oakdale 115 kilovolt bus, the

,Westley 230 kllovolt tap, and such ~other p01nts as the Partles

may agree in wrltlng to establlsh - For purposes of thlS Sectlon
the Westiey 230 kilovolt tap is the point at whlch the: Tesla—

Parker and Walnut—Los Banos 230 kilovolt c1rcu1ts of Dlstrlcts

_are 1nterconnected with PG&E s..Tesla- Los Banos 230 kilovolt

.CerUltS, at or near Westley, Callfornla
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12.2 Third Period.

12.2.1 - The P01nt of Dellvery during the. Third
Perlod shall be that point known as the Oakdale 115 kllovolt bus -

, located at the Turlock Oakdale Substatlon

12.2. 2 Clty shall transmlt energy over those City
Transm1ss1on Facrlltles 1nterconnect1ng City and Turlock and
shall dellvervenergy scheduled for dellvery to Turlock hereunder'
to the Point of Delivery, and Turlock shall arrange for -and be

responsible for the.receipt of and for transmission service at

‘and from the Point of. Delivery.

12.2.3 If delivery can not ‘be made by City to, or

-received by Turlock at, the Point. of Dellvery, then Turlock (or

a representatlve it has authorized and de31gnated under Section

11.3.1 hereof) may request that enerqgy scheduled for dellvery to
Turlock hereunder be dellvered by City to Turlock at an

- alternate point of dellvery, and- City shall. dellver such energy

to such altermnate point of dellvery if Turlock (a) makes

arrangements for transmmssron and dellvery to an alternate p01nt

"of dellvery_that.clty (orAlts Schedullng Representatlve) is

interconnected'with or authorized to deliver to; and (b) agrees,
in advance, to reimburse Clty for all third-party costs, fees,
expenses., penaltles or other charges assocrated with the o
transmission and dellvery of such energy to such alternate point
of deliveryrin'excess of those City.-would have incurred if
dellvery had been made at the Point of Delivery; and (c) agrees,
in advance, that any‘transformation'or transmiSSion‘losses
agsociated with the‘delivery of such energy to’ an alternate

point of delivery in excess of those‘losses that would have'
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occurred 1f delivery had been made at the P01nt of Dellvery

shall be for Turlock's: account

12{2.4 NotWithStanding.the foregoing, City shall

not be obligated to make deliveries to an alternate point of

aelivery'to the extent (1) City. determines that it would impair'

-City'’s ablllty to meet its obllgatlons to Clty Munlclpal Load,

or (ii) lt would lmpalr Clty 8 ablllty to meet its obllgatlons
to Modesto, Alrport Tenants, Norrls Industrles, other City
customers or to third parties, but only to the extent such.
obligations were established prior to'satisfaction'of all the

conditions of.Section 12‘213 hereof.

13, TOSSES .

Losses aSSOClated'Wlth Turlock’s use of excess capatity in

'Clty 8 Transm1551on Fac1llt1es shall be calculated on an

incremental basis.

14. - CHARACTERISTICS OF ELECTRIC SERVICE AND METERING

14.1 Power ‘to be dellvered and recelved pursuant to this
Agreement shall be three phase, alternatlng current ‘at a-
nominal frequency of sixty (60) hertz. ‘Nominal voltage at the
Qakdale Point of Del;very (herein reﬁerred to as “Oakdale”)
shall be 115 kilovolts, and during the First Period and the
Second Period at the Westley Tap shall be 230 kilovolts.
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14.2 Turlock and City shali'eaeh use best efforts to

provide reactive power and operate their respective systems so

‘that at all times the total delivery~of Power by‘City to. Turlock
. a8 measured at Oakdale shall be between nlnety elght (98)

percent lagglng and ninety-eight (98) percent leading powerv

factor.

14.3 Metering eqﬁipment at Oakdale:shall be ﬁurnished,
servised, tested and maintained by Turlock and shall include
“in” and “out”imetering equipment for the measurement of tﬁe
amounts’ of both,resl.and reactive power,'and such backup
metering facilities as ﬁayvbe mutually agreed upon by the
Parties. Such meterlng equipment shall be designed .to prevent
reverse reglstratlon and to measure and record contlnuously

deliveries of kilowatts and kilovars KLntegrated}BO—mlnute

intervals), kilowatthours and kilovarhours.

‘i4 4 Turlock shall be respon31ble for maklng arrangements.
to read all meters .at Oakdale- on ‘the first Business Day of each
brlllng perlod or at such other tlmes,as agreed by the Partles
and toisubmit a'copy-of all readings to City for its recerds.
City shall be afforded-reasonable 6pportuﬁity to be present at
such times that such meters are read Turlock w1ll service and

maintain storage medla on all recordlng meters, and will make

'data from such storage medla avallable to Clty, promptly, upon

request and if avallable, in a format capable of belng 1mported

electronically into a spreadsheet . format.

14.5 TIf City so agrees, Turlock shall have the right to
designate PG&E as its agent to read, test and maintain all
meters at Oakdale. In such event,  PG&E shall assume and perform

the duties and obligations of Turlock in connection therewith.

64



o m ~1 & U1 o W N R

WO NN NN NN NN R R B | e s B
&S W ® g o0 Ul e W MR o v m~1Ty Ul W N O

14.6 Meters at Oakdale shall be Sealed and the seals shall

be broken only upon occasions when such meters are to be

‘inspected, tested or adjusted, and representatives of City shall

be afforded reasonable opportuﬂity tc'be present upon such

occasions. -Meters at Oakdale shall be tested'at intervals of
not less_than once every twelve (12) months and at any
reascnable'time upon request therefor by either‘Party Any
metering equipment at Oakdale found to be defectlve or
inaccurate shall be repalred and readjusted or replaced If
such meter fails to register or if the measurement made by'such
meter,duriné a test varies by more than two {(2) percent from the
nmeasurement made by the standard meter used in the test, an
adjustment to ccrrect.all meter records of measurements~madefby‘
such‘lnaccuratetmeter shall.be~made for a pericd startingAfrom

the date the meter registration became in error, if Turlock can

determine such date. The. two (2) percent accuracy shall be

understood to be the average of the metered accuracres at ten
(lO) percent of rated load arnd at one hundred (100) percent of
rated load tested at unlty power factor. -If the date when the

~error in registration began cannot be determined it shall be

agsumed that the error has ex1sted for a perlod of either (aj
six (6) months,‘(b) half of the time' elapsed since the meter was

installed, or (c) half of the time elapsed srnCe the prev1ous

-test, whlchever period is shortest If necessary the

correctlons may be estimated from the best informaticn avallable

'for the period of defect or inaccuracy. IEf necessary the

corrections may be estimated from the best 1nformatlon avallable

for the perlod of defect. or lnaccuracy
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. control.

14.7 Turlock shail own all metering equipment at the
Points of Delivery, 1nclud1ng the prlmary 1nstrument

transformers with associated w1r1ng

. 14.8 The Parties shall each be responsible to provide
equipment at the‘Pointsjof Delivery capable of transmitting
(i.e., telemetering) data to their fespective energy control

centers if the’ Partles desire- such data.. Turlock shall allow

TClty to access its 1nter control area meter at Oakdale via

telephone so that City .can download stored hourly MW»and MVAr
flows. Turlock shall aleO'provide MW and MVAr meter‘readings in.

fealftime (as they occur) should City request. The specific

" means of communicating the real-time data shall_be mutually

agreed upon. The Parties furthef’agree that their technical
representatives will meet within thirty (30) days,of City*s
request to discusé'the specific details as to how the data will

be provided to the City. Within ninety (90) days of such’

‘ request Turlock shall prov1de ‘City with an estlmate of the .

costs,and a tlmetable to implement the provision of the

requested reai time data. The purehasiﬁg, installation,

mainteﬁance, service. or repairs of City equlpment prov1ded to or
purchased by Turlock under thlS prov131on shall be subject to a'

gseparate agreement as tTo 1nv0101ng, payment and operational

15. ACCOUNTiNG AND BILLING

15.1 Monthly Billing Statements

15.1.1 = City shall bill Turlock monthly for'energy
sold and other services sﬁpplied by City and purchased by

66



W o S o U W NP

Wow W N NN N NN NN NN R R R R B R PR
5 RS 0 ® a0 U = W P o w oo 0k W N PO

Turlock hereunder during a month at the rates and charges-set'
forth in Section 16 and for reserve subport as provided for in
Sectlon 16 5, -and shall deliver to Turlock‘a billing gtatement
therefor on or before the fifteenth (15th) day of the succeedlng

month, or- as. soon. thereafter as. poss1ble

15.1.2 With each billing statement, City shall

provide Turlock with a eOpy of the documentation and information

supporting such statement.

S 15.1.3 If the amounts of energy and other services
supplied during a month cannot be determined accurately by City-
at the time'it is preparing its monthly billing statement, City

shall use its best estimates in preparing the bill and when

"final accurate and complete bllllng information becomes

available, City shall promptly prepare and submit an adjusted

billing statement to Turlock for such morith.

A5.1.4 For purposes of thls Sectlon bllllng
statements shall be deemed to be dellvered by Clty ‘and recelved
by Turlock three (3) days after deposrt thereof, Flrst Class
postage pre—pald 1n the Unlted States Mall

"15.2 Monthly Paymerit

'15,2 1 Turlock shall pay to City, in immediately
available funds, all undisputed amounts Wlthln a perlod of

thirty (30) days of recelpt of each bllllng statement.

L15.2. 2 Turlock shall have the option to either pay'
dlsputed amounts or withhold payment of such dlsputed amounts,

prov1ded however, Turlock shall at a minimum pay City such
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amounts billed for payment of Firm Class 1 Energy’during a ‘month-

. of the Second Period and Class 1 Energy'during a month of the

Third Period. Turlock’s payment for such quantltles shall not

constltute acceptance of such quantltles as belng correct or

,approprlate. If Turlock: d;sputes a bhill, it shall provide .City

with a written explanation of the specific basis for its dispute

on the same day that it makes payment to City hereunder.

15.2.3 .Billing'disputes and the charges‘associated
with late payments (or refunds) shall be determined and resolved

by the Partles in accordance with Section 17 hereof.

15.2.4 Payments hereunder are. deemed to be received
on the day transferred by wire with confirmation, or three (3)
days after a Party deposits the - same, Flrst Class postage pre-

paid, in the United States mail.

'16. RATES

16.1 -First Period Class 1 Energy Rate

The Provisional Class 1 Rate (as such texm is defined

in Appendix D hereto).for Claes_l,Energy delivered to Turlock

.during‘the First Period as specified in Section 7.2.2, ehail be

$17.99 per MWh and such rate shall be subject to reconciliation

and adjustment by Clty in accordance with the procedures set

- forth in Appendlx D.

16.2 Second Period Firm Class 1 Energy Rate
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The Provisional Class .1 Rate (as such term is defined
in Appendix D hereto).for Firm Class 1 Energy-delivered to
Turlock (a) from July 1, 2004 through June 30, 2005 shall be. .
$15 17 per MWh and such’ rate shall be subject to reconc1l1atlon

‘and adjustment by Clty in accordance with the procedures and '

methodology get forth in Appendlx D, and (b) from July 1, 2005
through December 31, 2005 shall be the rate establlshed pursuant
to Section 16.3 hereof. '

16.3° Third Period Class 1 Energy Rate

16.3.1 The rate for Delivered Class 1 Enérgy
dellvered to Turlock during a month of the Third Period shall be

the Class l Energy Rate determlned by Clty in- accordance with

~ . the procedures and methodology set forth in Appendlx D hereto

and as set forth in City’s notice pursuant to Sectlon 16 3.2

hereof Wthh is appllcable to the month in Wthh such energy wag

delivered.

16.3.2 On ox before May 1 of:each~Year during the

term of this Agreement, City shall notify Turlock,.in writing,

.of the Class .l Energy Rate to be'effectiveifor the Fiscal Year

beginning on July 1 of.such'Year. ‘Together'with such notiCe;
City shall deliver to Turlock copies of work papers and other

supporting documentation City.utllized in determining'Such Rate.

16.4 Available and Additional Excess Energy Rate

16.4.1 The hourly rate for Available Excess Energy
or Additional Available Excess Energy delivered to Turlcck in an
hour durlng the term of thls Agreement shall be the Excess

Energy Rate determined by City. in the manner set forth below.
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16.4.2 The Excess Energy Rate for Available Excess
Energy or Additional AVailable~Excess'Energy delivered to

Tuilock during:

{a) an On—Peak4Hour{ shall be the greater of

(i) one dollar ($1.00) per Mwh, or (ii) the amount by which

seventy‘percent (70%) of the “Firm On-Peak” price per MWwh
reported by Dow Jones in the “Dow Jones NPL5 Electricity Price
Index” applicable to the period of determination exceeds‘one

dollar ($1.00); and

(b) an Off-Peak Hdur, shall be the greater
of (i) one dollar ($1.00) per MWh, or (ii):fhe amount by which -
seventy~§er¢ent (70%) the “Firm dfffPeak”iprice per MWh reported
in the “Dow Jones NPlS'Eleétricity Price Index” applicabie to

the period of determination exqeeds~on§;dollar ($1.00).

. 16.4.3 In,the.event“that Dow Jones ceases
publidation and}réportihg.of such “Eirm On-Peak” or “Firm Off-
Peak” pricing information for NP-15, then (a)Athe Parties shall
immediately attempt tq“ieach.agreément withcrespect to an
equivalent successor index, and (b)'City shall cqntihue to

charge, for an interim period, the Excess Energy'Rate‘in'effeét

‘on the day.immediatel§ prior ‘to such»geésation of such

@ubiication until the day that an equivaleﬁt successor index is.
agreéd to by the Parties, or a final decision resolving the
Parties’ dispute with respect thereto ig. issued under Section

23, and (c¢) the Excess Energy Rate shall be retroactively

' redetermined for all hours of the interim period in the'mannér

provided for in Section 16.4.2, and (d) based thereon City shall -

determine the amounts that Turlock should have paid for
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, Avai;able‘Excess Energy and Additional Available Excess Energy’

. delivered to. it during‘the interim period, and (e) if Turlock

has cverpaid for Available Excess Energydor Additional Excess

. Energy during the interim period City shall promptly refund the

-overpayment to Turlock together with 1nterest thereon computed

in the manner prov1ded for 1n Section 17 1 hereof -or (f) 1f

Turlock has underpald for Avallable Excess Energy or Addltlonal

"Excess Energy during the 1nter1m.perlod Turlock shall promptly
‘pay the amount of the underpayment to Clty, together w1th

interest: thereon computed in the manner prov1ded for 1n ‘Section

317 1 hereof.

16.5 Reserve Support Charge

16. 5‘1 'During the Second Periodz Turlock shall pay
City on a monthly" basrs to relmburse Clty for a portlon of
City’'s capac1ty reserve costs, provided that the max1mum.payment
of 'the Districts during any Year shall be $700 000. The charge

for any month shall be a unit charge in dollars per kilowatt

- month equal to the total.capacity reserve costs paid'bj City .to

PG&E for such month lelded by the capacity of the Project as

stated in Sectlon 6.

16.5.2 Turlock's‘peyment tc'City shall be equal tc

Turlock’s On-Peak Demand for each month as set forth on Column C

of Table B-1 of Appendix B hereto, muiltiplied by the above |

determined unit cherge. ‘During any month when the total

bayments by the two Districts for said reserve support charge

‘ would bring the total for such Year'tb more than $700,000, such'
‘reservecharge by the Districts for said month shall be
‘proportlonately reduced such that the $700, 000 annual payment is

- not exceeded and shall not be levied for any - subsequent month of
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such Year. Further, rates determined pursuant to Appendix D

shall not include any reserve snpport costs.

16.5.3  The Class 1 Energy Rate determlned by Clty

pursuant to Appéndix D-shall: not. include any reserve support

costs, and neither the reserve support'charge nor the expenses
it iS'intended to recover shail, as a result of this Agreement,

be deemed to be the type of costs contemplated by Section 9(1)
of the Raker Act.

16.5.4 City shall‘notlcharge‘Turlook a reserve

‘'support charge for capacity reservefcosts’incutred by City in

any month durlng the First Perlod or the Third Period of this

Agreement

17. BILLING.DISPUTES

17.1 Any refund or amount'due'under this Agreement~whidh
is not timely paid. pursuant to Section 15. 2 shall aocrue o

interest at an. annual rate compounded monthly from the date

payment ig due. untll the date payment . is made. The interest

rate applicable to any refund or amount due during a giVen
period shall be the lesser of (a) the daily "Bank ‘prime loan”
rate reported by the Federal Reserve System in Statlstlcal
Release.H.15, or its successor which is in effect durlng such
period, or (b) the maximum interest rate permltted by law, such
interest computed monthly for eacn nonth or fractional period

thereof. Interest which is accrued but unpaid as of the first

"~ day of a calendar month shall -be added to the total amount due

as. of that day-and thereafter bear interest in the same manner

as the principal due under the bills..
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17.2 If Turlock has disputed the amount due under any bill
fendered,by.city pursuant to Section 15.1 Turlock shall either
pay the disputed amount or withhold payment of such disputed

“amount pursuant to the provisions of‘Section,15.2.‘,City and
‘Turlock shall meet, or otherwise discuss as mutually agreed,
within fifteen (15) days after City’s receipt o6f Turlock's

.ekplanation pursuaﬁt'to Section 15.2J2,'or by mutual agreement

on the earliest possible date thereafter, to attempt to agree en
any adjustment that may be approprlate If the Parties do not .
agree within this fifteen (15)" day perlod as- it may be extended
by mutual agreement, the'Partles ghall resolve such dlsputes

pursuant to Section 23 of this Agreement' Upon resolution of

":the dlspute, refunds due:Turlock or payments due the Clty will

be made with 1nterest calculated from the date the payment or'
refund was due to the date the'refund or payment of the dlsputed ‘

amouet ocdurs at the interest rate specified in Section 17.1.

17.3 'If either party is not notified of ehy error in a
bill within (3) years from the payment due date of the blll

such bill shall be deemed .to be correct w1thout recourse by

‘either Party.

18. COVENANTS OF - TURLOCK

18.1 Turlock agrees that no Power sold to it under this
Agreement shall be‘resold to any private person of corporetion
for purpdses.contrery to the provisions of the Raker Act.
Turlock shall have the right and option.to sell Power for resale
if Turlock’s total menthly load exceeds its amount of Available

Energy taken in such month.
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18.2 Turiock warrants thaﬁ the quentity'of Requested .
Monthly Class 1 Energy shall be determlned in compliance w1th
the applicable prov1s1ons of the Raker Act both as to purposes
of use and location of consumer’s point of utlllzat;on and, when
requested by City, Turlock shall demonstrate such complianee to
City. | .

18.3 Turlock warrants that City shall not be llable for

'any dlsputes arlslng between Turlock and Modesto regardlng .the

'Allocatlon Agreement

18.4 Turlock agrees to grant to City such permlts for
lnstallatlon, operatlon and malntenance of structures and

equipment - on Turlock’ S,Ieal property and such rlghts of access

as may be required for the'purpeses of thrs Agreement.

19. . COVENANTS OF CITY

19.1 Clty agrees to grant to Turlock such permlts for
instellatlon, operatlon and malntenance of structures and
equipment ou»Clty s real property and such rights of access as

may be required for the purposes of this Agreement.
19.2 City agrees to maintain and operate City’s

transmission and generation facilities consistent with Prudent

Utiiity Practice.

19.3 City shall use its best efforts to install, operate

and maintain .such equipment as i1s necessary to provide to

74



W W o U R W N

W ow N NN NN NN NN N R PR E R R R e
M B o W W w o U W N R O WL oo W N PO

Turlock a continuous exchange'of%{nformation regarding the

City’s.generation and transmission facilities and loads.

19.4 City. shall provide Turlock copies of all rate tariffs

~and- agreements between Clty and thlrd Parties. Wthh may affect

the rates and terms. and condltlons of this Agreement

' . 20. RESPONSIBILITY

Each Party shall at—its'own -risk and expense, in accordance

with -Prudent Utlllty Practlce, malntaln and keep in good and

safe condition and carefully operate 1ts own property and f-

facrlltles used in dellverlng, meterlng or rece1v1ng Power

‘Ahereunder

©21. UNCONTROLLABLE FORCES

©21.1 Neither ?arty shall be considered to be . in default in

. the performance of any of its obligations under this Agreement

whehja.failure of. performahce~shall be due to‘Uncontrollable‘

i Forces. Except to the extent expressly prov1ded to the contrary

in Section 21 3 hereof the term Uncontrollable Forces shall
mean any cause beyond- the control of the Party affected
1nclud1ng'but not restricted to, failure or threat of failure of
facilities for sterage of water, generatlon or. transmlss1on of
Power, lncludlng the fallure of PG&E transmlss1on fac111t1es or
the transm;ss1on faellltles of others, flood, earthquake,
tornado, storﬁ, fire, lightning, epideﬁic,.war,.riot, civil
disturbance, or disohedience, labor dispute, labor: or material .

shortage, sabotage, restraint by court order or order of, a
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governmental agency or authority, and action or non-action by,

or inability to obtain the necessary authorizations or apbroVals
from any governmental.agency or authority, other than the
Parties or their Governing Boards,‘wnich by exercise of due

diiigence such Party could not reasonably.haVe been expected to

- avoid and‘which by exercise of due diligence it has been unable

- Lo overcome.

21.2 Nothing.contained herein'shall be construed so as to

require a Party (i) to settle any strike or labor dispute in-

 which it may be involved or (ii) to agree to any terms or

-conditiens of financing or obtaining authorizatiomns or approvals

which that Party deems unreasonable or burdensome.

21. 3 Uncontrollable Forces- whicn would excuse'the*Parties

~from - fulfllllng their obllgatlons hereunder durlng the Second

Perlod shall not 1nclude

(a) Inadequacy of water for generation of electric

' energy caused by a'drought;

(b). Failure of Project facilities for storage of
water, generation or transmission of Power, except for cases
whereby a portion of Project facilities are damaged or

descroyed or shut down in accordance Wlth Prudent Utlllty

4Practlce to prevent imminent: and substantlal damage or

destruction; prov1ded however, ‘that in such cases City'’ e

obligations shall be excused.but only to the extent prOVlded for

in subsection (c) below;

(c) Failure of PG&E facilities or the facilities of

others to deliver Turlock’s Firm.Class 1 Energy to the Point of
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Delivery; provided, however, -that. (i) such obligations may be

excused but only to the extent that PG&E or such other entity

providing energy or transmission serV1ce curtalled or

" lnterrupted such transmission: service for reasons beyond its

control and City could not obtaln'alternate energy at the Point

of Delivery, alternate transmission services, or .alternate means

of delivering Energy after exercising due diligence; and (ii)

provided, further,.that in ‘the- event Progect facrlltles are

damaged or destroyed as prov1ded in subsection (b) hereof and a

failure of PG&E facilities or the facilities of others occurs as

'herelnabove prov1ded ‘then the Parties agree that Progect Energy

shall be used (1) flrst “to meet the requlrements of Clty

"Municipal Energy, and (2) second to meet the Class 1 Energyul
‘requlrements of the Districts under the Raker Act, and (3) that

1f after meetlng the requlrements of " City Munlclpal Energy,
there is not sufficient remalnlng Project Energy to meet the
total Class 1° Energy_needs of the Dlstrlcts, then such remalnlng .
Project Energy~shall be proportioned between the Districts on

the basis of their respective shares of the total of their Class

1 Energy needs, and (iii) provided, further, that in the event

: supersedlng state or federal governmental authorltles act to

control such allocatlon then the allocation to be used by - Clty

JShall be con51stent with such state or federally establlshed

prlorltles.

'21.4 If either Party is unable to fnlfill.any of itsﬁ
obligations under this Agreement by reason of Uncontrollable
Foroes, such Party shall give written notice as expeditiously'as
possible of such fact to the other Party and shall exercise due
’diligence to remove such inability with all reasonable dispatch.

In such event, the‘Parties shall diligently and expeditiousiy
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determine how they mayoequitably proceed to carry out the

‘objectives of this Agreement.

22. INSURANCE AND LIABILITY

22.1 During the term of this Agreement, each Party shall

submit certification of self insurance or evidence of .coverage

obtained from, commercial carriers, in a form acceptable to the
otherxPartyL'describing the levels.of-coverage for Workers'’

Compensation, comprehensive general liability insurance,

‘comprehensive automobile liability insurance and aircraft

1iability insurance. Such certlflcatlon or ev1dence of coverage

' shall be supplled annually

22.2 Reeponsibilities of the Parties -

22.2.1 ‘Each. Party shall take. fnll'responsibility.

Afor performance of its obllgatlons under this Agreement and

shall bear all losses and damages dlrectly resultlng from.such
performance Each Party sghall. 1ndemn1fy, hold harmless and
assume the defense of the other Party, 1ts governlng board. the
members of its governlngcboard and 1ts offlcers, agents and
employees from all claims, loss, damage, injury, an& liability
of any . and every kind resultlng from 1njur1es to or death of
persons, 1nclud1ng employees of elther Party, arlslng out of or
resulting from performance or nonperformance of thls Agreement
or any action undertaken in furtherance of thls~Agreement by the
indemnifying Party or:its agents,‘employees or contraCtorsf
except to the extent'thatoany such claim, ioss, damage, injury
or liability is proXimately caused by the willful misconduct of

the indemnified Party, its governing board, the members of its’
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ngerning boérd’ahd its officers,.agents,‘employees'or

contractors.

22.2.2 Indemnification provide& above shall not
epply~in~ahy instances~of sole Willfﬁl’misconduct of .-a "‘Party,

its Governing Board and its members, officers, representatives,

.agents or employees.

22‘2 3 A Party 8 obllgatlons under thls Section to

41ndemn1fy and hold" harmless the other Party shall not be llmlted

.to the amount of lnsurance proceeds, if any, recelved‘by the

Party belng 1ndemn1f1ed

22.2.4-  Each Party shall be responsible for

protectlng its faC111t1es From p0551ble damage by redson. of

electrical dlsturbances or faults caused by the- operatlon,

faulty operation, or nonoperatlon of the other Party’s

‘.facilities[ and such other Party shall not be liable for any

- such. damages so tcaused.

23. RESOLUTION OF .DISPUTES AND .ARBITRATION

23.1 It is the intent of the Parties that best efforts
will be used to settle all diéputes~erising under this Agreement‘
es a matter of normal bueiness;? Failiné such resolution-the
proeedures eet forth under this»Section‘23 shall be utilized,

subject to the provisions of Section 17, if appropriate.

. 23.2 The Party initiating a dispute shell submit.its

- written notice to the other stating completely the nature of the

dispute and theé specific grounds therefore.

79



I__\

W W NN NN MR NNN R R R R PR e : .
B OR o W ® S U e W RN R O W om0 U WD RO W o U WN

23.2.1 Upon receipt of the written'notice'oﬁo

dlspute spec1f1ed in Section 23.2, the Parties shall meet within

15 days to attempt, in good falth to resolve such dispute.

23.2.2 . .If the Patties are.ﬁnable,‘within five days
of the initial meeting,AtO'resolve such dispute, each Party
shall prepare a written statement setting forth its
understanding of the mature of the dispute and the reasons for
the position taken Coples of the wrltten statements shall be
submltted to a management team con51st1ng of the General Manager
of City’'s- Public’ Utilities Commission- and Turlock's General

Manager within 15 days of the 1nlt1al meeting.

'23‘2'3 - If the dlsputlng Party falls to deliver its
written statement Wlthln the time specmfled in Section 23 2 2,
such Party shall be deemed to -have walved all present and future

claims with respect of such dispute.

h 23 3 The management team and their advisors shall meet

within flve days. of recelpt of each Party'’s wrltten statement to

.attempt to resolve the dlspute

. 23.3.1 The management team shall use best efforts

) to attempt to resolve the dlspute to the satisfaction of the

Part1es~w1th1n 30 days of . receipt of the written statements.

The Parties may agree to extend the time periods set forth in

Section 23 3 and 23 3. l

23.3.2 If the management team fails to resolve any
dispute within the period provided in Section 23.3.1, either

Party may commence arbitration under Section 23.4.
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23. 3. 3 If the dlsputlng Party fails to commence

'.arbltratlon in W1th1n flfteen days after the end of the 30 day

perlod stated in Sectlon 23 3 1, the. dlsputlng Party - shall be

deemed’ to have waived all present and future clalms w1th respect

to such . dlspute

'23.4 The Parties agree that all'disputeS'arising under

thlS Agreement that have not been resolved after conclu81on of

the procedures set forth in Sections 23.2 and 23.3 shall be

;settled through blndlng arbitration as prov1ded in thlS Section

'23.4 provldlng such arbltratlon is commenced in. accordance with

Sectlon 23.3.2.

23.4.1 _ Except as.otherwise provided in this Section
23.4, the arbitration shall be governed by the dommercial
Arbitration Rules of the- Amerlcan Arbltratlon Assoc1atlon (AAA)

from time to tlme in force.. Notw1thstand1ng such rules (1)

discovery shall~be-permdtted and the provisions of Callfornra.

Code of Civil ProcedureslsectiOn 1283.05, ~are incorporated by
reference herein except that the Parties shall not use
1nterrogator1es as a means of- dlscovery and (2)° lf guch. rules

and provisions as herein modified shall.conflict with the laws

of the State of California then in force, that law.shall govern.

23.4.2 Either Party may commence arbitration.by
serv1ng written mnotice on 1ts intent to commence arbltratlon
upon the other Party Wlthln 15 days after the end of the 30- day.
period prov1ded in Section 23.3.1. Such Party shall be termed
the “Initiating Party " Should either Party fail to commence

arbltratlon w1th1n thisg tlme period, the Partles shall be deemed
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.to ‘have walved all present and - future claims w1th respect to

such dlspute

23'4 3 The written notlce shall express the Party’s

- 1ntent to 1nst1tute arbltratlon under this Agreement and shall
in adequate detall set forth the nature of the dispute, the

 igsue to be arbltrated the Party’s p051tlon thereon and the

remedy sought be such- arbltratlon

23.4.4 Within 21 days of the receipt of the notice

commencing arbitration and statement'of'theldispute.and proposed

remedy required under Section 23.4.3, the other Party shall ’

serve a written‘response upon the.Initiating Party stating its

.understanding of the issues in diSpute, its position thereon/'

the reasons supporting'its’position and its proposed remedy.
The . statements requlred under. Section 23 4.3 and 23 4 4 shall

constltute the submlttal statement

23.4.5 Wlthln 30 days after. dellvery of the

Inltlatlng Party s wrltten notice to. commence arbltratlon, the

Parties shall meet for the purpose of selecting three impartial
arbitrators. In the event the Partles are unable to agree on -

the selection of three arbltrators at such meetlng, they shall

" Wlthln ‘15 calendar days of such meeting, request the American

Arbitration Assoc1at;on {or a similar organization if the '
American Arbitration Association should not at that time exist)
to provide a list of five impartial arbitrators from which to

select the necessary remainiﬁg'arbitrators. Within 30'days

after the'date of receipt.of'such list, the Parties shall take

turns striking names from said list until three -arbitrators have
beéen selected. The arbitrators-selected shall be available to

serve and shall be skilled and experienced in the fieldhof‘thel
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dispute and no person shall be eligible~for appointment as an

- arbitrator who is a dlrector, offlcer o employee of either of

the Parties or 1s otherw1se 1nterested in the matter to be
arbltrated Within ten days after such selectlonq the Parties
shall: submit to the arbltrators the written notlce and submlttal

statements prepared pnrsuant to Sections 23.4;3 and 23,4.4.

.23.4.6  Within 10 calendar dayS'after the selection.

“oflthe arbitrators; the Parties shall meet with 'the arbitrators

to establish a schedule for diseovery, initial hearing, the .time
for- the arbltrators to 1ssue a decision after the close.of

hearlng and the rules for consrderatlon and presentatlon of the-

arbitrators’ decision.

23.4.7 The Partles may settle at any tlme before

"the 1ssuance of - the arbltrator s dec1sron

f

‘23f4.8f The‘decisidn of the. arbitrators shall accept

one Party's proposal and shall include findingsiWith respect to .

the issues involved. in the dispute. The arbitrators’ shall make
theilr dec1310n in accordance W1th Prudent Utlllty Practice and
appllcable standards of law An agreement Qf any two of the
arbitrators tO‘accept a~Party’s-pesition shall donstitute the

decision’of the arbitrators. The arbitrators may not. grantfany

remedy or rellef which is 1nconsrstent with this Agreement The
-arbrtrators shall specify the time within which the Partles

" shall comply wrth the dec1sron In no event shall the

arbitrators’ decision contain findings on issues not contained
in or grant a remedy beyond that sought in the submittal

statementf4
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23.4.9 The decision of the arbitrators may be-

‘enforced by any court or agency having jurisdiction over the

Party.against whom the decision is rendered.

- 23.4.10 'Shouid ahBarty.fail toAreSpond:to‘the

schedule'established under Section 23.4.4in a timely manner,
" that Party shall be deemed to have walved all present and future
‘claims with respect to such dlspute Such schedule may be _

modlfled by agreement of the Parties.

~:23;4.1i .The arbitrators shall have no authority,
power ‘or jnrisdictionfto'alter,'amend ‘chiange, modify, add to,

or subtract from any of the prov151ons of thls Agreement nor .to

consider. ‘any  issues arlslng other than from the language in and

fauthorlty derlved from thlS Agreement

23.4.12 - The Parties agree that the~decision of the
arbitrators shall.be binding upon both‘Parties and that the

Parties shall take whatever actlon 1s requlred to comply w1th

‘the accepted proposal

23.4.13 Any‘and all eXpenses, excluding attorney’s

fees, associated thh the arbitration shall be borne by the

nonprevalllng Party except that if 'a resolutlon of the dlspute

is.reached before the arbitrators 1ssue an award, such expenses

'shall be borne by the Party whlch commenced the. arbltratlon

Each Party shall bear its own attorney’s fee.

©23.4.14 should any Party fail to abide by the

‘decision of the arbitrators, the other. Party may immediately

seek relief in law or equity as may be appropriate. In such - -

event, the prevailing Party shall be entitled to any damages, i1f
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any, . caused by the non- prevalllng Party s fallure to- ablde by

" the arbn.trators' ‘decision, and expenses caused by the

enforcement of the arbitrators’ dec:1.51on, :Lnoludlng, but not

limited to, at:torn,ey fees.

24. TERMINATION

24.1 This Agreement shall terminate as .of July 1,"'2015.,‘

- unless it is terminated earlier by the agreement 'of the Parties

or by either Party pursuant to this Sectlon 24 or Section 25.

Termlnat:l.on shall ‘be a remedy of last resort for mater:.al breach

of this Agreement to be exerc:.sed only after the Partles have

.~exhausted all -other remedies prov:rded for in this Agreement.

"24..2 After termination pursuant to this- Section 24 or
Section 25, all rights proyided under this Agreement shall’
terminate, 'and neither Party 'shall-cla:'rm or ‘a-ssert any
continuing right to receiye pé.rformance of the other Party's
obiigation under this Agreement .’ Notw:Lthstand:.ng the forego:.ng, )
any such termlnatlon of this Agreement shall not release e:.ther'

Party from any llablllty under this Agreement, whether of .

':Lndemnlty or otherwise, which had accrued or whlch arlses out of

any clalm, other than for Power or services prov1ded under thlS
Agreement that had accrued at the time of termination. Any
right to the payment of money for transactlons occurrlng prlor
to the termlnatlon shall centinue, and the prOV1s:Lons of Section

17 shall contlnue to apply to such right to the payments of

money.

24.3 Upon termination or expiration of this Agreement (a)

the respective rights and obligations of the Parties with
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respect to thefpurchase,.sale or delivery of energy fromvthe
Project shall be governed by the Raker Act, and (b) each Party
agrees for the benefit of the other Party that 1t shall not
thereafter assert that this Agreement was, Or was rntended to,

lessen, affect or impair 1n-any‘manner the rights,.beneﬁits or

"privileges of the other Party:acquired.or existing through or by

means of the Raker Act. Notwithstanding the provisions of

_ SeotiOn 24.2 hereof, the Parties specifically intend- and agree

that thlS Sectlon 24 3 shall survive any termlnatlon and shall

be and remain blndlng on the.Parties upon expiration of this

Agreement

25. PROTECTION CLAUSE -

"25.1 Neither Party to this Agreement shall initiate,

cause, support or engage in any attempts te frustrate the terms

and' conditions or purposes of this Agreement or the Raker Act to

~ the extent the attempt would affeot the terms and conditions of

this Agreement or the Raker Act.

25.2  The Parties shall jointly defend this Agreement.and

the Raker Act against any acts, attempts, orders or decisions -

judicial, legislative, regulatory or admlnlstratlve - that would

:adversely affect the basic terms and condltlons of thlS

Agreement.

25.3 If any subsequent ﬂudicial, regulatory,‘legislative
or administrative act,bdecision.or order precludes either Party
from substantially,realizing the benefits of‘this'Agreement, the
Parties shall use their best efforts to‘amend this Agreement to

the end that the mutual benefits of -this Agreement will be
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realized by hoth Parties threughoutvthe term of this Agreement.
1f, after diligent and good faith effort by both'Parties, this
Agreement cannot be so amended to prevent.the'substantial
deprivation of’the benefits~of this‘Agreement.to either Party,
then at any time after one'(l)’year after the occirrence ofAthe

action which causes ‘such substantlal deprivation provided such

actlon isg stlll in effect at the. tlme, either Party shall have

the right to terminate this. Agreement ‘upon advance written two

and one-half (2 %) years notlce

25.4 In‘the‘event~of a. dispute as to how‘best to amend
this Agreement pursuant to. Section~25 3, either Partj"may;‘at

any time, refer the matter to ‘the management team for resolutlon

'pursuant to the terms of Sectlon 23 2 and 23.3. If the

management team fails to reach an agreement the matter shall be
referred to arbltratlon pursuant to sestlon 23 .4 provided, .

however, .(a) that such arbitration:shall be'nonbinding, (b)Y the

-arbltrators shall have the authorlty to issue a decrsmon reached

in accordance with the standards of SectlonA23 4.8 but not

.necessarlly based entlrely on either Party'’'s. proposal and (c)

'Sectlons 23 4.9 through 23 4. 14 shall not apply. If the

decigion of the arbltrators is not aCCeptable to both Partles
and they do not otherwrse agree how to ‘amend this. Agreement,
elther Party may‘seek relief in a court of competent

Jurisdiction.

26. SEVERABILITY

Except as provided pursnant.to Section 25, in the event -

‘that any of the termg, covenants or conditions of this Agreement

or the application of any such term, covenant’or_condition shall
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be held invalid as to any person or circumstance by any court

“having, or by the Secretary of the Department of Interior to the

extent that the Secretary has jurisdiction in these matters, all

‘other.terms,‘cbvenants or conditions of this Agreement and their

appliéation shall not be affectedxtheréby, but shall remaiq in

force and effect unless a court. holds that the provisions are

not separable from all other provisions of this Agreement.

27. 'WAIVER OF RIGHTS

bzAﬁy~waiver,at any: time by.a Pafty bf its righté with

 respect to a default or any. other matter arising in connection

_with this Agreement shall not be deemed a waiver with respect to

any subsequent default or matter.

'28. THIRD. PARTY RIGHTS

' This Agreement is for the sole benefit of the Parties and

_.shall not be construed as granting rights to any'person other

‘than the Parties,othéi than such provisions affecting the

Districts as provided herein or imposing obligations on'any

partyior granting rights to any person other than a Party.

29. GOOD FAITHE

Each Party shall use its best efforts and work diligently
and in good faith to-carry out the obligations imposed by this

.Agreement.
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30. DILIGENCE

Whehever.any act is requiied to be perforﬁed under the
terms of this Agteement"and~the manner in which such>act ig. to
be performed is not bthefwise specifically detailed, then suth:
act shall'be'performed'in a diligent and timely manner in

accordance with Prudent Utility,Practice.

31. TIME IS OF THE ESSENCE

Time is of the essence with reference to all provisions of

this Agreement.

32. -APPLICABLE LAWS

4Exdept as otherwisevrequired by law, thls Agreement is made
under and shall be deemed to be governed by the. laws of the
State of Callfornla or the laws of the Unlted States, as
applicable. :

33. ' EXAMINATION OF RECORDS

Authorized representatives of each Party~Will be permitted
upon reasonable notice and at reasonable times to visit the
offlces of the other Party and to examine and copy all records
and papers pertalnlng to thls Agreement, prov1ded that any

racords and papers which are exempt from disclosure shall be
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- properly safeguarded.by each Party so as to ensure their

continued exempt status.

34. DELIVERY OF DOCUMENTS AND DATA

Each Party agrees, upon request bytthe other Pa:ty, to

_make, execute and deliver any and all dccuments and data

reasonably required to implement this Agreemént.

35. QUARTERLY RECONCILIATION.OF AVAILABLE ENERGY

35.1 Commenc1ng with the flrst quarter of calendar year

2008 and quarterly thereafter durlng the term of thls Agreement

Avallable Energy shall. be reconcmled by City in accordance w1th

prov181ons of Appendlx F hereto.

35.2 A_cop&‘of suchcreconciliation}'together with notice
of the applicable remedy, if.any; that City elects with respect:

to the quarter of determination shall be provided to Turlock

within the time and in the manner provided in Appendix F.

35.3 The payment of monies due and the supply~end

scheduiing of energy in respect'of'any‘such*quarterly

frecon01llatlon shall be made or supplled by City or Turlock, as

the case may be, within the time and 1n the manner provided

. therefor in . Appendix F.

35{4 City shall provide Turlock promptly, on a non-binding

“basis, such estimates City may prepare from time to time in the
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normal course of business .of expected Project Energy and

expected City MunicipeliEnergy for future months.

36. RELATIONSHIP OF THE PARTIES

‘The covenants, obligations, and liabilities of each Party
are intended to be several and not joint or collective and

nothing herein contained shall be construed to.create’an

,. association, joint venture, trust, or partnership, or to impose

a trust ox partnershlp covenant, obligation'or liability on or

Wlth regard to either Party Each Party shall be individually

responsmble for its own -covenants, obllgatlons, and liabilities

under thie'Agreement.f'Neither party shall be under the controi ‘
of or shail'be deemed to coﬁtrol the'other Party: Neither Party
shall be the agent of or have the rlght or power to bind the
other Party W1thout its- express written congent, except ash

expressly provided in this Agreement.

37.. ASSIGNMENT

37.1 All covenants and agreements contained in this

Agreement shall inure to the benefit of City'and Turlock and

their respective successors and essigne; provided, that neither
Party may transfer or assign its interest or rights under this
Agreement Wlthout wrltten perm1551on of the other Party, -which
such written perm1531on shall not be unreasonably refused. No
such permission shall~be)requiredtin the case of the transfer or .
assignment of a Party’'s interests or rights or the assignment of‘

the security interest therein to the. following: -
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(1) any trustee or secured party, as securlty
for bonds or other 1ndebtedness, present or future, and such
trustee or secured party may, if so empowered, sell or otherwise

realize upon such security in foreclosure or other suitable

proceedlngs possess or take control thereof or cause a receiver,
4 to be app01nted with respect thereto and otherwise succeed to

all 1nterests and rights of the Party making the a551gnment,

’

(id) any entlty acquiring all or substantially

all’ the property of the Party maklng the transfer, or

(ididi) any entity~into which or with.which: the

Party maklng the transfer may be merged, consolidated or

afflllated

37.2 Notwithstanding the provisions of ' Section 36 1,

. neither Party may transfer or assign ‘its rights or- obllgatlons

for the purchase or sale- of Power unless-such transfer or

assignment does not violate the terms. and conditions of the

Raker Act.

38. AMENDMENT

38.1 Except as prov1ded for expressly hereln, neitheg.this
Agreement nor any terms hereof may be amended, supplemented}“
waived or modified exceptAby an instrument rn writing executed-
by:the City’'s General Manager of Public Utilities and anlock’s

General Manager.

38.2 .Any amendment, supplement or modifications to any:

. appendix to this Agreement shall not constitute an amendment of
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‘the Agreement. Such amendments, supplements or modifications

shall become effective upon’ approval by the City’s General

Manager of Public Utilities and Turlock’s General Manager.

. 39. EXTENT -OF AGREEMENT

ThlS Agreement represents the- entire and 1ntegrated

'agreement between City and Turlock and supersedes all prlor

negotlatlons, representatlons or agreements, elther written or

oral unless specifically lncorporated 1nto thlS Agreement by

H~wr1t1ng contained herein.

40, -CONSTRUCTION

Ambiguities in the wording of this’Agreement~shall,ndtfbe

' construed for or againstneither Party arbitrarily but shall be

,Construediinzthe manner which most accurately reflects the

intent'of‘the Parties at the time of execution of this Agreement

" and is otherW1se consrstent with the nature of the obligations

of the Partles w1th respect .to the matter belng construed

. 41. CAPTIONS

All indexes, titles, subject headings, section titles and

similar items . are provided for the purpose of reference and

convenience and are not 1ntended to affect the meaning of the

’contents or scope of this Agreement
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42 . PUB;ICITY

In all media releases and reports that are issued or
prepared for this Progect City and Turlock shall use reasonable

efforts to mentlon both Partles

43. NOTICES

‘Any notice, demand or request prov1ded for in thlS
Agreement shall be in wrltlng and shall be deemed properly ’
served given or made if delivered in person or sent by first

class United States mail, postage prepaid, to:
. TO CITY:

_General Manager .

"APublic Utilities Commission: .
City and County of San Francisco
1155 Market Street ‘

‘san Francieco, California 94103

.TO TURLOCK:

-General Manager

" Turlock irrigation District
"333 East Canal Drive

P.O. Box 949 4

‘Turlock, California 95381-0949
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“The names and addresses of the above recmplents may be

_changed by approprlate notlce from one Party to the other

A4. MUTUAL RELEASE

Concurrent with the execution of this Agreement, the

Parties agree to release and settle all claims each Party may’

" have. against the other arising from or'related to the Prior

‘Agreement by entering into and executlng a mutual release

agreement substantlally in the form attached hereto at Appendlx
E,

45. RECISSION OF NOTICE

7 City hereby rescinds that certain notice of termination of

the Prior Agreement hand delivered by it to Turlock on August’

- 13, 2001.

46. EXECUTION IN COUNTERPARTS

" The Parties agree that this Agreement'may,be.executed in
counterparts, each of which shall be deemed an original, but all

of which together shall constitute one and the same instrument.

[Remainder of page intentionally left blank.]
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IN WITNESS WHEREOF,
PUBLIC UTILITIES COMMISSION
OF THE CITY.AND COUNTY OF
SAN FRANCISCO
5

Husan Leal

GENERAL MANAGER
.. PUBLIC UTILITIES -COMMISSION

the Parties have caused this Agreement
to be executed in triplicate by their respective officer’s

thereunto duly authorized on this. /3“6 day of Ape:/ 2005.

TURLOCK IRRIGATION DISTRICT .

By

‘I APPROVED AS TO FORM:
City Atﬁorﬁey

. ﬁ[%%;ﬁ,zvéii;;%ﬁf"”*“\‘ —

Donn W. Furman . .

'Deputy City AttorneyA

- Authorized by Public Utilities

Commission .

: © 05-0055
" Resolution No.: : .

APR

T4 2005
2Adopted:

Attest:

MARY JUNG
Secretary
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APPE X A-1
 SCHEDULInG CALENDAR
"~ (THIRD PERIOD)

Preschedule Day** Active Day
* 2 days before Preschedule Day * 1 day before Preschedule Day F M
2 days before Preschedule Day 1 day before Preschedule Day- M Ta
2 days before Preschedule Day 1 day ‘before Preschedule Day - Tu W
2 days: before Preschedule Day 1 day .before Preschedule Day W Th
2 days before Preschedule Day 1 day before Preschedule Day . Th F
2 days before Preschedule Day 1 day before Preschedule Day Th Sa
2 days before Preschedule Day 1 day before Preschedule Day F Su
' CCSF — TID . TID - CCSF . CCSF - Scheduling
2:30 PM: ’ 11:00 aM: o Representdtive
-Base Active Day Schedule Adjusted Base Active Schedule 10:30 AM:
Notice of Ramping Headroom and Spimming -~ 0or -— . Final Schedule
Reserve Headroom ’ . Notice of Ramping Schedule Electlon and
Notice and Offer of Available Excess Energy -— and —-
. ’ : Base Active Day Ramplng Schedule
—= and --—

Available Excess Energy'Schedule

CCSF — TID

12 00 PM:

Confirm or Reject' .

Adjusted Base Active Day Schedule
— Oor —-

Base Active Day Ramplng Schedule

CCSF — TID

11 00 AM: : .
Final Schedule w1th conflrmatlon of
Turlock’s components °

CCSF — TID'
1:30 PM:

Addltlonal Avallable Excess Energy Schedule***

TID — CCSF

2:30 PM, o;*within 2 hours of receipt of additional
Available Excess Energy Schedule, if earlier:
Accept or reject Addltlonal Available Excess Energy

Schedule

CCSF - TID
3:00 PMz

Conflrm or Reject Avallable Excess Energy Schedule

* Reference is to a Business Day.

*% Typical Preschedule Days are illustrated. See Section 11.2.3 of the Agreement.

Fkx Appllcable only through December 31, 2007.




APPF X A-2
SCI‘]EDULIL‘Q: CKLENDAR
(SECOND PERIOD) °

Preschedule Day**

Active Day

* 2 days before Preschedule Day * -1 day before Preschedule Day F M
2 days before Preschedule Day 1 day before Preschedule Day M Tu
2 days before Preschedule Day 1 .day before Preschedule Day Tu W
2 days before Preschedule Day 1 day before Preschedule. Day W Th
2 days before Preschedule Day 1 -day before Preschedule Day Th F
2 days before Preschedule Day 1 day before Preschedule Day _Th Sa
2. -days before Preschedule Day - 1 day before Preschedule Day . F su

CCSF - TID . TID -» CCSF CCSF — Scheduling

2:30 PM: ) 11:00 aM: ' ‘ . Representative

Base Firm Active Day. Schedule | Notice of Ramping Schedule Election 10:30 AM:

Notice of Ramping Headroom and Splnnlng =~ and — Final Schedule

Reserve Headroom Base Fixm Active Day Ramping Schedule ”

e and —— . '

Notice and Offer of Available Excess

Energy

Available Excess Energy Schédule

B CCSF . TID
12:00 .PM: - . .
Confirm or Reject Base Firm Active Day

Ramping Schedule

. CCSF - TID
11:00 AM:
Final Schedule with
confirmation of Turlock’s
components

CCSF — TID
1:30 PM:
Additional Avallable Excess Energy
Schedule.

'2:30 PBPM,

TID -+ CCSF
or within 2 houxrs of receipt
of Additional Available Excess Energy
schedule, if earlier:
Accept or reject aAdditional Avallable
Excess .Energy Schedule.

.

CCSF - TID ..
3:00 PM:
Confirm or Reject Avallable BExcess
Energy Schedule

* Reference is to a Buginess Day.

*E Typical Preschedule Days are 1llustrated.

See.Seétion,ll-2.3 of the Agreement.
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APPENDIX B

FIRST PERIOD AND SECOND PERIOD
SALES, . PURCHASES, AND SCHEDULING

'1.. . DEFINED TERMS

Whenever used in this Appendix B, terms initially

capitalized shall have the meanings set forth below and if not

‘defihed herein shall have the'meanings'ascribed £0 them in

Section 4 of the Agreement In all cases the singular of a term

shall 1nclude the plural and the plural shall include the

'51ngular

1.1 Base Flrm Actlve Day Schedule A schedule for

‘fdellvery of Firm Class 1 Energy on an Active Day determlned by

reference to ‘the values -for Base On Peak Demand Base Off- Peak
Demand, Base On-Peak Energy and Base Off- Peak Energy set forth
at Table B—l appllcable ‘+to the month and year of the.Second

: Period'in which the determination is to be made.

_1.2. Base Firm Active. Day Ramping'Schedule: A Raﬁping

Schedule submitted byiTﬁrchk for an Active Day pursuant to

Section 5.1 hereof.

1.3 Final Base Firm Active. Day Schedule: The Base Firm

Active Day Ramplng Schedule 1f conflrmed by City pursuant to

‘Sectlon 4.3 (b) hereof and lf not so conflrmed then the Base

Firm Active Day Schedule.



S0~ oy Ul W N

.10

“11

12
13

14
15
16

17

18

19
20

21
22

23.
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2. FIRST PERIOD SALES.AND PURCHASES

2.1, Class'l,Eﬁergy Supplied

The Parties ackno&iédge and agree that during the -
First Period City supplled arid dellvered the following amounts'

of Class 1 Energy to Turlock

Month and Days‘ | 'Quantity' (
(2004) . -
“February - 14-29 4,905,750 wh
March Ty 10,187,400 ®ih
April . 1-30. 10,488, 000 Kih
May T 1-31 . » 13,800,800 Kwh'
June 1930 17,097,600 ®Wh

2.2 . Adjustments to Class 1 Energy Supplied

The Parties further acknowledge and agree that they

~~have reconciled to their. mutual satlsfactlon any dlsputes or

dlfferences between them.relatlng to Turlock’ s estimate of and

stubsequently repefted use of Class 1 Energy and City’s estimate

‘of and subsequently5supplied amounts of Class 1 Energy during

the First Period, and that as a result of such reconciliation:

(a) Turlock agreed to and returned to Clty

the amount of 489, 600 KWh w1th respect to the over dellvery of

~Class 1 Energy that occurred in July 2004 by reduc1ng its Firm

Class 1 Energy for the second month of the Second Period (August
2004) by that amoﬁnt; ' '
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(b) City agreed-to and supplied Turlock
with'the additional amount of 1,098,200 tK‘Wh with respect to the

under delivery of Cless 1 Energy that: occurred in May.'20.0'4 by

increasing Turlock’s Firm Class 1 Energy in the first month of

the Second Period (July 2004) by that amount;

{c) - 'I‘urlock agreed to and paid C:Lty a Class
1- Energy Rate of 50. 01'799 for Class '1 Energy dellvered and

(d) The - forego:Lng rate for energy shall be
accounted for, adjusted and recon011ed by City in determining -
the Class 1 Energy Rate in the manner prov1ded in Appendix D of

the Agreement.

2.3 First Period Acknowledgement

The Parties acknowledge and agree that with respect

.to the First Period, the foregoing fully satisfies and

diecharges any cibligatio'n of City. to supply or, deliver or any

: 4'r3_ght or obllgatlon of Turlock to request and purchase Class 1

Energy.under Section 9 .(l) of the Raker Act ‘and any: rlght or

"obligation of City to receive payments :for service in the First

‘Period other than through reconciliation in accordance with the

procedures set forth in Appendix D.

3. SECOND PERIOD SALES, PURCHASES AND SCHEDULING

3.1 The sale, purch’é.se, scheduling and delivery of Firm

Class 1 Energy, Available Excegs Energy, Additional Aveilable

Excess Energy, Spinning Reserve, and Spinning Reserve Energy
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during the Second Period shall be made _under the terms and

- conditions set forth below.

T 3.2 City shall supply from the Project (,or' from purchases

" it makes from third parties) and shall schedule and deliver such

Firm Class 1 Energy to Turlock in the manner provided in Section ’
4 hereof, and Turlock shall purchase such Firm Class 1 Energy at

the rates and charges set forth in Section 16 of the Agreement.

3.4' City'shall provide reserﬁes and services to support -

_ ,Turlock’s Firm Clagss 1 'Energy and",l‘urloc}c'shall pay for such

regserves and services in accordance with Section 16 of the.

Agreement.

3.5 City may offer to make : Spinning Reserve available to

Turlock and nay ‘offer -to supply and deliver Spinning. Reserve

~Energy to Turlock and, in either case, shall db s0 at such times

and on the terms and condltlons set forth in Sectlon 8 of the
Agreement and Turlock sghall accept Splnnlng Reserve Energy,at

the Points of Delivery and shall reﬁurn Spinning Reserve Energy

‘to City within the time and in the manner provided for in

Section 8.3 of the Agreement.

3.6 City may offer to seli and deliver Available Excess.
Energy and Additional Available Excess Energy to Turlock and
shall do so at such times and on t:he terms .and conditions set-
forth in ~Section 4 hereof, and Turlock pufchase/su'ch Available
Excess Energy and such Addlt:_onal Avallable Excess Energy ‘as

delivered to it at the rates prov1ded therefor in Section 16 of

the Agreement.
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3.7 ~All energy to be sold to Turlock during the Second
Period shall be scheduled in accordance with Section 4 hereof

and energy so scheduled ishal‘l be delivered by City to Turlock

. -and shall be purchased .and accepted by Turleck at the Points of
Delivery. - L . .

3.8 The Parties acknowledge and agree that with-r'espect

to the Second Period (a) C:Lty s comm:.tment to supply Flrm Class

Al Energy to Turlock in the amounts and on the terms hereinabove

provided ,sat;sfles and discharges any obligation of City to -
éupply and deliver, and én’y,right of Turlock to request -and
purchaée, Class 1 Energy, and '(b) there shall be no Overage

Energy or Shortfall Energy.

4. . SCHEDULINGA OF ENERGY DURING THE SECOND PERIOD

4.1 Ten (10) business days prior to the beginning of

~ a month:

(a). City shall provide Turlock with City’s

‘ ﬁreliminary estimates. of Availab,le»Excﬁess Energy in the

half-hours of the following month; ana

(b.). ' Turlock shall provide City with-a report,
which shall be prov:.ded in writing and, if Turlock finds it
practicable, also shall be prov:.ded in a format capable of
being,vimported electronically in{:o a 'spreadsheet format, of
its ~meter'readings' of Qualified Energy for the'préce'ding
month,. together with“ copies of the workpapers and ‘other

supporting documentation utilized by Turlock in calculating

5
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-~ such- Quallfled Energy and, promptly thereafter correctlons

to such meter’ readlngs,' J..f any.

4.2 Two (2) business days prior to6 the Preschedule
Day for an Active Day 'and by no 1ater‘ than the time

. prov1ded therefor 1n the Schedullng Calendar City shall

.prov:.de Turlock with:

. .(a) a :Base Firm Active Day _Sc':'heduie; and

(b) notice of Ciﬁy;s determination of ';(:he

ava:.lablllty ot Ramplng Headroom and. Splnnlng Reserve

Headroom, and -

;(vc) City's dete:cminatibn of and offer to sell

Available Excess Energy to Turlock in each half-hour of an

- Active Day.

4.3 One (1) _bﬁsir;ess day prier to .the Preschedule

Day for an Active Day and by no later than the time

provided therefor in the Scheduling Calendar, Turilock:

-

(a)  may elect to submit a Base Firm Active
Day ‘Ramping -Schedule i1f City has notified Turlock that

Ramping Headroom is available; and
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(b) shall accept or reject City's offer of

AVailable Excess Energy in whole or in part by providing

_City.anAAveilable Excess Energy'Scheduie, provided,

however, - that if Turlock does not tlmely submit such a

Schedule it 'shall be deemed to have rejected Clty 8 offer

of such Avallable Excess Energy

4.4 . City shallxnbtiﬁy Turlock of City‘s confirmation
or rejectlon of Turlock's ‘Bagse Firm Actlve Day Ramplng
Schedule and Turlock’'s Available Excess Energy Schedule on -
the same day and by no later than the tlme provided

therefor in the Scheduling Calendar; and

{(a) 1f conflrmed by Clty, the Flrm Class 1
Energy set forth on Base Firm ‘Active. Day Ramping Schedule
shall be the amount - of Class ‘1 Energy that Clty shall
sehedule to sell and deliver. to the Points of Dellvery and

that Tﬂfloek shall schedule to accept and purchase at the

. Points of Delivery'pﬁ an Active .Day; and

(by . if cdnﬁirmed by City, the Available

Excess Energy on the Available Exceés Energy Schedule

submitted by Turlock shall be the amount of Available
Excess Energy that City shall sell and dellver to the
Points of~Dellvery ahd that Turlock shall schedule to
accept‘and:purchase at the Peiﬁts of Delivery on an Active

Day; or -
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(c)' if Turlock s Base Firm Active Day Ramping
Schedule is rejected by Clty,-(i) City shall promptly A
prqvide Turlock the reason in writihg that'such'schedule

does mnot conform to the provisions herein,. and (ii) the =

. Firm Class 1 Energy as set forth on City's Base Firm Active

' Day:Schedule shall be the amount of - Class 1 Energy that

City shall schedule tc sell and deliver‘and that Turlock

shall schedule to accept and purchase at the POlnts of

‘Dellvery on an Actlve Day; or -

(d): 'if Turlock’'s Available. Excess Energy
Schedule is rejected by City, City shall promptly prov1de
Turlock the reasons therefor in wrltlng that such schedule

does not conform to the prov181ons hereln, and

{e) - 1if City does not confirm or reject each

such schedules within the time provided therefor in the -

Schedﬁling Calendar, the City shall be deemed to have

accepted such schedules.

4.5 City shall offer to sell and deliver Additional
Available Excess Energy to Turlock on an Active Day by

providing Turlock with notice, by means of a_.recorded

telephone call, on or before the close of business that is

one (1) -business day Eeﬁore a Eresche&ule.Day and by the
' time-provided therefor in the Scheduling Calendar, of the

- amount such Additional Available Excess Energy -that has
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become available for sale in each'half—hour‘of an Acﬁive

»Déy.

4.6 Turlock may accept, in whole and not in~parﬁ;
City's offer of Additienél Available Excess Energy by

providing Clty wmth notlce, by means of a recorded

'_telephone call, of its acceptanCe ‘of such offer by no later

fhan.the time prov1dedAtherefor in the Schedullng Calendar,

or within two (2) hours of receipt of such offer from Clty,

whlchever is earlier.

5.  Ramping Schedule Elections and Criteria
© 5.1 Turlock may submit a Base Firm Active Day Ramping
Schedule for an Active Day if: ‘ ' -

{a) Clty has notlfled Turlock that Ramplng

Headroom is. avallable on. such Actlve Day, and

(b} - Turlock notlfles Clty of the Ramplng

' electlon 1t has made pursuant to Sectlon 5. 2 hereof and 1ts
,Base Firm Active Day Ramplng Schedule meets the crlterla

. set forth in Section 5.3 hereof.

- 5,2 Tﬁrlock may elect to Ramp based on Ramping

'Sehedﬁle A ~Ramping Schedule B, or Ramping Scheddle C

crlterla as set forth in Sectiom 5. 3 hereof and its
electlon, once made, shall be binding’ on 1t for each Active
Day of a month in.Wh;Ch.lt is permitted to submit a Base

Firm Active Day Ramping Schedule.
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5.3 Turlock may Ramp a Base Flrm Active Day Schedule

by electlng to adjust such- Schedule in accOrdance with:

(a) Sectlon 11.4. 4 ‘of the Agreement if
Turlock elects to Ramp using Ramplng Schedule A;

{(b) Section 11.4.5 of.the Agreementf if

' Turlock elects to Ramp using Ramping'Schedule-B; or

(c) A Section 11.4.6 of the- Agreement if

Turlock.elects to Ramp usmng Ramplng Schedule C

5.4 - Scheduling Calendar and Protocols

The prov1smons of Sectlon ll 2 of the Agreement are

lncorporated hereln by reference

5.5  Permitted Deviations and Authorized Schedulers:

The provisions of Seetion 11.3 of the Agreement are

_incorporated herein by reference.

‘5.6 ~Interruptions of Scheduled Deliveries

The provrslons ‘'o0f Section 1l. 7 of the Agreement

appllcable to. the Second Period’ are 1ncorporated hereln by )

‘reference.

10
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€.  FURTHER ACKNOWLEDGMENTS WITH RESPECT TO SECOND PERIOD

6 1 The Partles acknowledge and. agree that for the perlod
commencing at 0000 hours on July 1, 2004 and ending on 2400

" hours of the Execqtlon Date that all sales, purchasesr

scheduling.and delivery of Firm Class‘l'Eﬁergy, Available Excess

Energy( Additional Available Excess Energy, Spinning Reserve,

.and Spinning‘Reserve-Energy thet‘occurred between them were

conducted in accordance with their respectlve rights and

.obllgatlons and were 1n compliance with the terms and condltlons

“hereinabove set forth.

6€.2. - The Parties further acknowledge and -agree that they

‘hawve accounted for, settled and resolved to their mutual

satigfaction all. transactlons between them'under the terms of

that certain Letter.Agreement‘Regardlng Purchase and Sale of
'Firm_Energy buring the Months of July through December 2004 or
Implementation of Amended and Restated LTPSA dated.September 28,

2004/ as ameﬁded on December 15, :2004 aﬁd as further amended on
February 24, 2005 (hereln the “Letter Agreement”),fand that -

with respect thereto

(e).during'ﬁhe period from July l,_2004 through

" October 2, 2004, Turlock purchased energy and that in connection

with such purchasesACity-agreed to reimburse Turlock as follows:

11
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Period Energy' Credit

(2004) {MWh) (Dollars)
July " 11,576.20 547,171.27
August 13,659.95 © 625,393.76
Septeﬁber«l through. : ,
October 2 15,490.10 565,037.87 |
Period ) : : '
Total 40,726.25 | 1,737,602.90

{b)4during.the perio& from October 3., 2004 through
Eebruary‘ZS, 2005, City scheduled, suppliedAand_delivéred and
Tﬁrlpck agreed to ﬁurphase, séheduled'and'accepted delivery of -
the following amdunts of Firm Class.l Energy, Available.Excess
Energy and Additional Available‘EXcess:Energy for which City has
billed Turlock the fqiiowing émounts:-

Total Amount

~ Period Firm Class 1 | Total Excess
: Energy _ Energy Billed
“(MWh) - {MWh) (bollars)
October 3 -
through October . . ‘
31, 2004 11,820.00 0 $182,855.40
November 2004 10, 400.00 : 0  $160,888.00
| December 2004 8,856.00 o 0 137,002 .32
| January 2005 9,044 .90 6,062.10 | - $326,319.60
| Pebruary 2005 . 8,744.00 | 26,004.35 | - .£980,157 .49

(¢) during the month of January 2005, and as a result
of a forced outage at the Project on January 27, 2005, .the
Parties agreed thatgan additional 107.10 MWh of energy should

12
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have been delivered to Turlock and -that in connection therewith

and in satisfaction thereof, the City and Turlock agree that

City shall~reimbu;se Tﬁflock in the amount of $4,017.32; and »

' (d) the total amount to be reimbursed by City to
Turlock for the périod from July 1, 2004 through Jahuary.3i,

2005 is $1,741,620.22; and

(é) City shall pay Turlock, in immediately available

' funds and by wire transfer or otherwise, the amount of

$1,741,620.22, within thirty. (30) days of the Execution Date.

13



TABLE B~1

FIRM CLASS 1 ENERGY

D

F

A B C E
Year Month | Quantity] Maximum | Maximum | Maximum | Maximum
| | Base :Base Base Basé
(MWh) On Peak | On Peak | OFf Peal OFf Peal |
'Demand"vEnergy -Demand . Enérgy
o ) (Mwh) | () (Mih)
2004 Taly 18,472 31 12,896 7 5,576
August | 17,312 29‘ 12,064 16 5,248 .
Septembe] 15,600 | 27  |10,800 | 15 4,800
October | 12,684 | 21 8,736, 12 3,948
[TNovembar] 10,400 | 18 7,200 | 10 3,200
December] 8,864 | 15 | 6,240 8. | 2,624
2005. | Jenuary | 9,152 | 16 6,200 2,753
February 8,736 | 16 6,144 ) 2,592
March |, 10,464 | 17 7,344 10 3,120
April | 11,6537 20 8,320 11| 3,333
Yay | 14,528 | 36 10,400 | 12 4,128
June 16,928 | 29 12,064 16 | 4,864
July . | 18,304:] 32 12,800 | 16 5,504
August | 16,656 | . 27 11,664 6 Z,992
Septembe 15;600" -27 ' 10,800 15 4,800
October | 12,684 | 21 8,736 | 12 3,048
November] 10,400 | 18 7,200 10 3,200
e ®, 864 | 15 6,240 8

December]

14
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EXAMPLE OF

o d

‘g

TRUE~UP ENERGY SCHEDULE

(SHORTFALL) :
1 A B ¢ D E F .G H™ - J K L
Project | City Muricipal o Modesto's .- | Requested || Scheduled | Scheduled | Interrupted | Rejected .
Half Ener £ Available Class 1 | Allocated Half-H Scheduled Class Shortfall 0 ’ Class 1 -1 Cl 1 Delivered Class
Hour gy nergy . Energy © Energy - Energy mat-rour - 1 Energy lortia verage ; asg : ass 1 Energy
! (scheduled) | (scheduled) . . Energy : . Energy |. Energy Energy Energy.

21 - - (estimated) |. ] . . .
31 W) (M) Mw) _(Mw) (MW) | (MwW) (Mw) (W) (MW) (MW) . | (MW) (v
4 ) . ) [(A-B)x.98]1 . . 34.08% o - - - : - ’
5T
& i - - ’ -
7 1 181.0 120.0( 59.8 20.0 204 10.0 10:0 20f. " 0.0 0.0 - 0.0 12.0(
8 2 165.0 120.0f 44.1} . -20.0 156.0 20.0 20.0 “0.0 - 0.0 2.0 0.0 18.0
9 3 181.0 455.0 25.51, 20.0 8.7 10.0 5.5 0.0 2.0 0.0 -. 00 3.5
10] 4 181.0} - 120.0 - 59.8| 20.0] 20.4] - 10.0}... 10.0 0.0 2.0 00 . 0.0 8.0
11 o : : - - ;
12 RMC . 7200
13 HH 1440
14 RHHE- 10.0] -
15 ~ " ~ i §
16 A B [ D "E F G H. ] J K L M -

“Half | - Project ' City Municipal - - Modesto's ' Quéliﬁed Adjusted ‘Sch'ed.ule-d Scheduled | interrupted | Rejected Adjusted

Ha Energy . Energy” Available Class 1 Aliocated Half-Hour |Scheduled Class| Shortfall | Overage Class 1 | Class 1 |Delivered Class 1 T.ruefup

Hour {scheduled) { (scheduled) Energy. Energy - | Enemgy | Energy 1 Energy Energy Energy Energy Energy - Energy Energy
17 ' ) : : {estimated) | . ' - L TR . .
18 (MW) (MwW) - (Mw) (Mw) (Mw) Mw) S L0 4] W) L W) (Mw) (MW) - {MW) (Mw)

RETID : — {I(A-B)x.98] 34.08% o < ' . ‘
20 S
21 K - R . ] P '
221 1 181.0 120.0{ 59.8] - - 200 20.4 11.01 - 11.0 201 - 0.0] - 0.0 0.0 13.0} - 1
231 2 165.0 120.0 44 1 20.0 15.0 20.0 20.0 0.0 0.0 20] . 0.0 18.0 L.
24| 3- © 181.0 155.0 25.5 20.0 8.7]- 11.0 5.5 0.0 2.0 © 0.0 0.0 3.5 0.0
1251 .4 181.0 120.0 59.8 20.0 20.4 11.0 11.0 . 0.0 2.0 0.0f 0.0 8.0 1.0

26 - - ‘ ' . ' ' :
27 1QE 7920
28 HH 1440
29 QHHE . 11.0] -




sggg,¢LE c-2

' EXAMPLE OF TRUE-UP ENERGY SCHEDULE

(OVERAGE) -
1 A B. c D E F G ‘H I J. . K L
L - | City Municipal| . Modesta's - | Requested . Scheduled | Scheduled | Interrupted | Rejected . :

Half |Project Energy| . Available Class 1 Allocated Scheduled Class . S I Delivered Class

Hour| (scheduled) | | Energy . Energy Energy Eneigy . Half—Hour 1 Energy Shortfall Overage_ (?‘6351 Class 1 1 Energy
2 (scheduled) (estimated) ) Energy : Energy. ‘ Energy Energy Energy o
3] (MwW) (Mw) (Mw) - -~ (MwW) (Mw) (MW) (MW) (Mw) (Mw) - {Mw) (Mw) Mw)
4 : R [(A - B) x.98] - ) 34.08% - )
5
71 1 181.0} 120.0 59.8 .20.0 204 10.0 10.0 2.0} 0.0 0.0{ 0.0 12.0] -
-8 2 165.0 120.0 - .44.1 20.0 - '15.0] 20.0 20.0 0.0 0.0] " 2.0 . 0.0 18.0
9] 3 181.0 155.0 255 20.0 8.7 ~ 10.0 5.5 0.0 2.0 - 0.0 0.0 35
10] 4 . 181.0 120.0 59.8 20.0 - 20.4 10.0 10.0 0.0 2.0 0.0 0.0 8.0
11 1 L
12 RMC 7200
13 - [HH 1440
14 RHHE 10.00
15 B .. i ‘ , - ..
16 A B C D E F G H i J - K L M

Haif |Proi ctE. City Municlpall Avail b‘l Mgld gstn:‘s . Al B q Qualified Adjusted Scheduled | Scheduled lnterrl;tpted Rejected Adjusted T

Halt &eh eduT:c;?y Energy vall eragye C ;:rsg U Eﬁ:z:;, Half-Hour | Scheduled Class| Shortfall | Overage | Class1 | Class 1 |Delivered Ciass 1 g::;;)‘(’
17 '(scheduled) (estimated) | - . Energy 1 Energy.‘ Energy. Energy 'Er_xergy Engrgy Energy ‘
18 _(Mw) (MW) (Mw) - (Mw) (MW) (MwW) (Mw) (MW) (MW)- (MW) (MW) (Mw) " (MW)
19 : - lia-Byx.981] - - 34.08% G - .
20 - T
22] .1 181.0 120.0 . 59.8 20.0 20.4 9.0 8.0 2.0 - 0.0] 0.0 0.0 11.0
231 2 165.0] - . 120.0 44.1 20.0 15.0 20.0 20.0 0.0 0.0 2.0 0.0 18.0 U.u
241 3. 181.0 155.0 25.5 20.0 8.7] . 9.0 5.5 . 0.0 2.0 0.01 0.0 3.5 0.0
25 4 - 181.0]. 120.0 59.8{ 20.0 20.4 9.0 - 9.0 © 0.0 2.0 - 0.0 0.0 7.0 1.0
26| : - .
27 QE - - B480
28 HH . - '1440]
29 QHHE 9.00
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APPENDIX D

CLASS 1 ENERGY RATE AND METHODOLOGY

1. Intent and Purpose. The mtent and purpose of this Appendix D is (i) to
determine the City’s costs of developing, maintaining, generating, transmitting and
- delivering energy from the Hetch Hetchy Project (“Project”) to Turlock, for qualifying
- and beneficial use by Turlock, under Section 9 (I) of the Raker Act (such energy, the
“Class 1 Energy”); and (if) to establish arate (the “Class 1. Energy Rate”) to recover only
those costs without duplication in accordance with the methodology herein provided

2. Class 1 Enerp;v Rate. City shall recover the costs of Class 1 Energy each
month by charging Turlock (i) the Provisional Class 1 Rate multiplied by a factor of 1.02
to account for line losses associated with delivery of such Energy by C1ty to Turlock at
the Pomts of Dehvery, and (ii) the Reconc111at1on Amount

3. Definitions. Whenever used herein, capltahzed terms shall have the -
respective meanings ascribed to them below. The singular of a capitalized term shall
include the plural and the plural shall include the singular. Unless otherwise defined
herein, capitalized terms shall have the meanings ascribed to them 1 Seotron 4 of the -
Agreement

3.1 - “Activity Code” shall mean the element of the classification
-structure used in City’s cost ledgers that identifies a partrcular item of expense and howit
is shown in the expense reports prepared by City. . : : : '

. 3.2 “Agreement” shall mean the Amended and Restated Long Term.
' Power Sales Ag:reement 4 S

A ©3.3  “Allocated Cost of Power” shall mean the sum of the Power
Related Costs and fifty-five (55) per cent of the Jomt Related Costs.

3.4 . “Audit” shall mean the formal examination, conducted by City, of
the financial accounts and statements of the Project (including the work papers used in
the examination and preparation of such statements), the results of which are used by
City to determine the Project Costs

3.5  “Average Annual Energy Generatmn shall mean the average of
recorded PIOJ ect generation during the five (5) most recently audited Fiscal Years.

, 3 6 “Caprtal Outlays” shall mean expenditures recorded during a Fiscal -
: Year for items that (i) cost in excess of five thousand dollars ($5000); (ii) have an
expected service life of three (3) or more years and (iif) are necessary for the operat1on
and maintenance of the PI'OJ ect



3.7  “Debt Service” shall'rhean the principal and interest payments
recorded during a Fiscal Year on borrowmgs for Capltal Outlays in respect of Proj ect
Costs.

3.8  “Escalation Factor” shall mean a two (2) year extrapolation ofa +
 least squares linear curve fit to the most recent ten (10) year history of recorded Expenses
less purchased power, wheeling and transmission line rental costs.

39 “Expenses” shall mean those costs (other than Capital Outlays and
Debt Service, and excluding depreciation) recorded during a Fiscal Year to operate and -
maintain the Project, including those relating to (i) Hydraulic Power Generation, as
shown in Activity Code 230; (ii) Transmission, excluding line rentals, as shown in
Activity Code 220; (iil) Administrative and General, as shown in Activity Code 240, (iv)
Fee to the U.S. Government, as shown in Activity Code 240, sub object 05241, (v) Taxes,
" as shown in Activity Code 260; and (vi) Adjustments for Non—operatmg Income and
Expenses, as shown in-Activity Codes 320 and 330

"3.10 “Fiscal Year” shall mean the period commencmg on July 1of any
year and endmg on June 30 of the following year.

311 “Hourly Allocated Cost of Power (Demand)” shall have the
meaning ascribed thereto in Section 7.2 ().

. 3.12 “Hourly Allocated Cost of Power (Energy)” shall have the
meamng ascribed thereto in Section 7.2 (ii). ‘

. 313 -“Joint Related Costs” shall mean the Non-Financed Capital :
Outlays Debt Service, and Expenses that are functionally related to both the water supply
and power generating and transmission functions of the Project.

3.14 “Non-Financed Capital Outlays™ are Cap1ta1 Outlays for which
there are no borrowmgs '

3.15 “Power Related Costs” shall mean those Non-Financed Cap1ta1
Outlays, Debt Service, and Expenses which (i) relate exclusively to the power generating
and transmission functions of the Project; and (ii) are recoverable by the City under
Sect1on 9 (1) of the Raker Act. :

: 3.16 - “Project Costs” shall mean the sum of Joint Related Cdsfs, Water.
Related Cests and Power Related Costs.

3.17 “Prov1s1ona1 Class 1 Rate” shall mean the energy rate, expressed in
.cents per kilowatthours (“ Wh™), prov1ded for in Sections 6 and 7 hereof,

©3.18  “Revised Provisional Class.1 Rate” shall mean the energy rate,
expressed in cents per kilowatthours (“kWh”), provided for in Section 8.1 hereof.

2



3.19 “Reconciliation Amount” shall mean one-twelfth of the amount ‘
determined pursuant to Section 8.3 hereof, except as provided in Section 9 hereof.

320, “Wafer Related Costs” shall include those Non-Financed Capital
- Outlays, Debt Service, and Expenses that relate excluswely to the water supply and
delivery functions of the Project.

4, Annual Audlt City shall caﬁse an Audit of Project Costs to be perfbrmed '
for each Fiscal Year in a timely manner and under the d1rect1on of the Controller of the .
City and County of San Francisco. :

-5, Annual Notice; Beginning May 1, 2005, and on each May 1 of each Year
thereafter during the Term, City shall notify Turlock in writing of the Provisional Class 1
‘Rate and the Reconciliation Amount to be charged Turlock monthly during the twelve .
(12) month period beginning on July 1 of that Year, provided, however, that the notice to
be delivered by City on May 1; 2015 shall set forth the Provisional Class 1 Rate to be '

¢harged Turlock during the six (6) month pemod beginning on July 1 and ending
‘December 31 of that Year, City shall provide Turlock with copies of work papers and
other documentation.in support of its calculatmn of the Provisional Class 1 Rate and the -
Rec@ncﬂlatlon Amount, '

6.  Provisional Class 1 Rate. The Parties agree that the Provisional Class 1
Rate to be charged Turlock during the period from July 1, 2004 through June-30, 2005

~shall be $0.01517 per kWh. Thereafter, the Provisional Class 1 Rate to be charged

. Turlock shall be the rate determined by City.in accordance with Section 7 hereof and set

forth in the annwal notice delivered by City to Turlock under Section 5 hereof.

7. Method for Dete:minin}z Provisioﬁal Class 1 Rate. The Provisional Class
1 Rate shall be dgtermined by City in accordance with this Section 7.

7.1 - City shall first determine a reasonable estimate of the Allocated
Cost of Power by estimating (i) the Expenses in connection therewith, as the product of
- the Expenses derived from the most recent Audit and the Escalation Factor; (ii) the Non-
Financed Capital Outlays in connection therewith, as the average of the Non—Finame'd
Capital Outlays derived from the five {5) most recent Audits; and (jii) the Debt Service in

. connection with Cap1tal Outlays, as the amount. thereof derived from the most recent
Audit; and

7.2 City shall then (j) allocate a portion of such estimated Allocated
Cost of Power to the demand component, using for this purpose the methodology and
allocation percentage(s) described in the notes on Table D-1 to arrive at the Allocated
" Cost of Power (Demand) and shall convert the Allocated Cost of Power (Demand) into an
hourly rate in the manner shown on Table D-1 to arrive at the Hourly Allocated Cost of
Power (Demand); (ii) allocate a portion of such estimated Allocated Cost of Power to the
energy component, using for this purpose the methodology and allocation percentage(s)

.3_




described in the notes on Table D-1 fo arrive at the Hourly Allocated Cost of Power
(Energy), and (iii) shall add (a) the Hourly Allocated Cost of Power (Demand) divided by

.80, to (b) the Hourly Allocated Cost of Pawer (Energy), to arrive at the Provisional Class
1 Rate .

‘ 8. Method for Determining Reconciliation Amount. The Parties understand
and ‘agree that Reconciliation Amount(s) will be determined and that payment in respect
thereof will be due in monthly amounts during the Fiscal Year following determination,
except as provided otherwise in Section 9 hereof. Except as provrded in Section 9 hereof,
City shall determine the Reconcrhatlon Amoint as follows:

81 City shall first determ_me a Revised Provisional Class 1 Rate by: -

(1) taking the Allocated Cost of Power derived from the most
recent-Audit and allocating a portion of such Allocated Cost of Power to the demand
component, using for this purpose the methodology and allocation percentage(s)
described in the notes on Table D-7 to arrive at the revised Allocated Cost of Power
(Demand), and converting the revised Allocated Cost of Power (Demand) into an hourly
rate in the manner shown on Table D-7 to arrive at the revised Hourly Allocated Cost of |
Power (Dema:nd), and .
' (if) taking the Allocated Cost of Power derived from the most -
‘recent Audlt and allocating a portion of such Allocated Cost of Power to the energy

component, using for this purpose the methodology and allocation percentages described
~ in the notes on Table D-7, to arrive at the revised Allocated Cost of Power (Energy) and
by dividing the revised Allocated Cost of Power (Energy) by the actual amount of energy
generated by the Project during the Fiscal Year to which such Audit relates to arrive at -
the rev1sed Hourly Allocated. Cost of Power (Energy); and ‘

o (111) adding (A) the rev1sed Hourly Allocated Cost-of Power ‘
(Demand) divided by .80, to (B) the revised Hourly Allocated Cost of Power (Energy), to
arrive at the Rev1sed Provisional Class 1 Rate

8.2  City shall determine the revenues it would have received from
‘Turlock during such Fiscal Year if City had charged Turlock the Revised Provisional .
. Class.1 Rate, multiplied by a factor of 1,02 to account for line losses associated with
delivery of Class 1 Energy by City to Turlock at the Points of Delivery; and

, 8.3 . City shall calculate the difference between (i) the revenue
determined in Section 8:2 hereof, and (ii) that portron of the revenue received from

charges to Turlock at the Provisional Class 1 Rate (or Rates) that were m efféct during -
the same Fiscal Year, or portron thereof. » ’

9; Pawnent of Final-Reconciliation Amount(s). The Parties understand and e
agree that Reconciliation Amount(s) will be determined and that payment in respect

thereof will be due during periods that will extend beyond the Term of this Agreement.
Therefore, the Partres agree that:




9.1 For any period beyond the Term of this Agreement, the calculation
to be made in Section 8.3 shall be made with reference to that portion of the revenue, if
* any, City actually received from the sale and delivery of Class 1 Energy to Turlock
during the applicable Fiscal Year, or portion thereof;

9.2 . The obhgat1on to pay such Reconcma’uon Amount(s) | shall survive
termination of the Ageement and .

9.3 The payment of such Reconciliation Amount(s) shall be (i) made
ina 1ump sum, and (i) due within thirty (30) days of the date City delivers to-Turlock
notice that City has concluded its audit of Project Costs for the applicable Fiscal Year and
together with suchnotice has provided Turlock with copies of work papers and other

- documentation in support of its calculatlon of'such Reconc111at10n Amount(s).

10.  Tables.

10.1  The Parties acknowledge and agree that the Tables attached to this.
Appendix D accurately describe the methodologies and allocation percentages and the
. -calculations to be performed based thereon that will be used by City to determine the
- Provisional Class 1 Rate (Tables D-1"through D-6); the Revised Provisional Class 1 Rate .
‘(Table D-7) and the Reconciliation Amount (Table D-8) hereunder; and

102 - The Partles further acknowledge and agree that the numetic values
.contained in Tables D-1 through Table D-8 are derived from the Audit conducted by City
for the Fiscal Year that commenced on July 1, 2002 and ended on June 30, 2003, and |
based thereon show City’s determination of the Provisional Class 1 Rate (Tables D-1
. through D-6), the Revised Provisional Rate (Table D-7) and the Reconciliation Amount
(Table D-8) for the period commencing on July 1, 2004 and-ending on June 30, 2005,
The Parties further acknowledge and agree that the numeric values in Tables D-1 through
‘Table D-8 will change annually thereafter.



" Provisional Class 1 Aate _ TABLE 1

HETCH HETCGHY WATER AND POWER

COST OF POWER : . : )
BASED ON REGORDED FY 2002-03 AUDIT DATA POWER-ALL CUSTOMERS . Frozms PROJECTED COST OF POWER FY 0405 COP

EXPENSE GLASSIFIGATION NOTES TOTAL . POWER® WATER  JOINT NOTES TOTAL  DEMAND  ENERGY EXCLUDED NOTES  TOTAL DEMANG ENERAY
OPERATING . : . -
HYDRAULIC POWER GENEHATION 2568301 2,568,301 0 0 3 2568301 1332048  1,295353 0 38 2,840,541 1,474,241 1,366,800
1 - 0 0 0. o : a3 * 0 ) o . o - 3.6 ] o 0
PURCHASED POWER . 32581,682 92.561,882 o o 32,561,662 [ 0 32,581,682 0 Q o
WHEELING CHARGES 10,556,958 10,558,958 ° ° 10,558,958 Coa” D 10,556,958 0 0 [
TRANSMISSION . . )
LINE RENTAL * 0 [} o o .o 0 [+] a 0 o o 0
REMAINDER . 495,166 655 101326 883,185 4 855 393 262 o 48 . 724 435 260
: - 1 0 218252 176833 (389,185 4 218282 128,751 86,501 o 48 239,175 143,505 * 95,670
WATER QUALITY, 278,754 0 278794 o o 3 o [ o o 0
. ADMIN, & GENERAL i -
COWCAP 457,185 [ 0 457,195 ]
i - . 2 .0 20431 188764  (457,195) 4 270431 - 182,258 108,172 0 45 299,097 179,458 . 118638
SFPUC 5,508,868 0 - 0 3808868 0 . .-
. 2 - . 0 2010450 1,598,438 (3.606,888) <4 2010430 1,205,258 804,172 [ 46 2223536 1,334,121 880,414
FEE TO US GOVT 4,877,679 127528 4064867 685783 § 127528 83,765 63,765 [ 58 141,048 70,524 70,524
1 [] 877,181 308,602 {685,788) 5 377,181 188,591 188,681 ] 58 417,168 208,582 208,582
FEES, UCENSES & PERMITS ¢ 241754  175334° 35000 1,908,210 5 176334 . 88,167 83,187 ° 58 195,025 . 97518 97,618
L1 1 1048416 857,755 (1,906,210 5 1,048,418 524,208 534,208 [+ 56 1,158,548 578,774 579,774
REMAINDER . 11,278,932 5010483 882041 5,887,408, 4 5010483 3.006290 2004198 o 46 5541594 8,324,957 . 2,216,697
1 0 8238074 2,549,334 (5,887,408) 4 5,288,074 1942844  1,205200 o 48 3,561,310 2,148,785 1,432,524
MAINTENANCE - . : : .
HYDRAULIC POWER GENERATION T 2219033 632,966 0 1,586,167 -3 632566 928,508 304,457 [ 38 700,080 363,331 336,729
1 0 872382 713775 (1,586,167) . 3 s7Ram2 452774 | 419621 0 a6 964,866 500,765 454,100
TRANSMISSION - 2443426 1,009,129 791,337 648,960 4 1,003,129 501877 401252 ‘0 48 1,108,481 665,876 443,785
1 0 asesza 20203  (648,960) . 4 356928 218387 14771 [ 48 394,762 236,858 157,808
ADMIN. & GENERAL . 4732839 256519 - 8,048 4473334 4 256519 153,011 102,508 o 48 283710 170,228 113,484
- 1 0 2460334 2013,000 (4,473,334 4 246033¢ 1476200 984,134 0 45 2,724,128 1,632,677 1,088,452
OTHER R . -
TAXES 898,024 Q 2] 398,024 . o -
1 o 218913, 9411 (398,024 5 218913 109,457 109,457 o 57 218,914 109,457 100,457
DEBT SERVICE ’ 58 0 o 0
CAPITAL OUTLAYS 58 4217758 2,108,878 2,108,679
SUBTOTAL C . 78,595,602 63,963,507 . 27249423 15,349,764 11,805,85¢
LESS NON-OPERATING INCOME  ~ . 95,365 53001 43384 o 5, - 5 s3001 26501 28,501 [ 567 58,620 29,310 29,310
- TOTAL . 78,499,287 20,792,266 : 27,190,802 15320454 11,670,349
DETERMINATION OF RATE FOH FY 0405 cOP . . .
BILLING DETERMINANTS . : - .
DEMAND-KW.MO. X 3,120,000
ENERGY-MWH . . - - . . 1,755,451
CHARGES )
DEMAND-$#KW.MO. - . . 10
ENERGY-MILLSACWH ' . bt 678
S . 12,13 0.00876
NOTES TO TABLE 1 : . . . . B .
. - 14

1. Joint cost aliocated 55% to powar and 45% to water
2 Allocatlon of joint cost par Table D-2

3. Allocation of power cost betwaen damand and snergy per Table D- 3 : per KWh @ Bus
4. Allocata §0% to demand and 40% 1o enargy RETCH HETGHY WATER AND POWER
§. Allocate 50% to damand and 50% lo energy . -
6. Escalation Factor of 1108 per Table D- 4 applied to . . FYO4/05 )
Recorded FY 0203 costs. . ) . .
7. Gany forward fram - Recorded FY G202 without escalation o Modified 09/21/04

B. FY 0405 COP  budget par Table D-5

8, FY 0405 COP budgel per Table D-6

10 Total Damand cosls divided by 12-month sum of preject dspe_ﬁaab["”'
(260,000 x 12 =3,120,000), ttundad 1o two decimal places

mstew

oy Allocated Cost of Power (Demand)
wrly Allocated Cost of Power (Enemy)

11 Total Energy costs divided by Gyear average genesation as determined onTabls Da

12 Demand rale changed o an hourly rate a

187 Energy rate convarted fo a kwh ho!
emiid)

{ 49




FY 04/05 COP

. : - TABLE 2
HETCH HETCHY WATER AND POWER | :
COST OF POWER ~
ALLOGATION OF SFPUC AND COWCAP CHARGES
BASED ON RECORDED FY 2002-03 AUDIT DATA
' APPLICABLE -
HHWPD COSTS
DESCRIPTION TOTAL POWER WATER
OPERATING .
" HYD. POWER GEN, 2,668,301 2,568,301 . 0
TRANSMISSION .
REMAINDER 495,166 216,907 278,259
WATER QUALITY EXPENS 278,794 0 " 278,794
ADMIN. & GENERAL : .
FEES TO US GOV'T 4,877,679 . 504710 4,372,969
FEES, LICENSES & PERN 2,117,545 . 1,224,750 892,795
REMAINDER 11,279,932 © 8,248,557 3,081,375
MAINTENANCE. ‘ . '
R HYD. POWER GEN, 2,218,133 1,605,358 713,775
TRANSMISSION 2,443,426 1,360,057 1,083,369
ADMIN. & GENERAL 4,732,899 2,716,853 2,016,046
TOTALO&M - 31,012,875 18,345,493 12,667,382
. % FOR COWCAP + SFPUC CLA 100.00 59.15 40.85
s ' TOTAL POWER WATER
. CAPITAL OUTLAYS 12,200,426 3,139,921 9,060,506
TOTAL O&M + CAP.OUT. 43,213,301 . 21,485,414 21,727,887
% FOR SFPUC CL.B 100.00 4972 50.28
‘  Allocation of FY 2002-08 SFPUC Charges -
% of Total Total Power Water
CLASS A CHARGES 63.50 2,291,631 . 1,855500 936,131
CLASS A% . - 100.00 5915 40.85
. CLASS B CHARGES 36,60 1,317,287 654,930 - 662,307
CLASSB% . 100.00 49.72 50,28
_ TOTAL " 100,00 3,608,858 2,010,430

1,598,438



FY 04/05 COP

COST OF POWER

HETCH HETCHY. WATER AND POWER

~ALLOCATION OF HYDRAULIC POWER GENERATION

EXPENSE TO DEMAND AND ENERGY

- BASED ON RECORDED FY 2002-03 AUDIT DATA

A HYDRAULIC POWER GENERATION EXPENSE ALLOCATED TO POWER

TABLE 3

OPERATING 2,568,301
MAINTENANGE 1,505,358
" TOTAL ‘ 4,073,659
'B.  RESERVOIRS, DAMS, ETC., ALLOCATED TO POWER
OPERATING (ACCT.# 8-24541) 613502
-MAINTENANCE (ACCT.# 8-23543) 243,366
(55% OF ACCT.# 8-1X543) 243,665
| TOTAL 1,100,533
e . ALLOCATION TO DEMAND AND ENERGY '
' - DEMAND ENERGY
TOTAL - % . = % % $
RESER., DAMS., ETC. 1,100,533 3000 - 330,160 7000 770373
! BALANCE HYD. POWER GEN.(A-B) 2,973,126 50.00 1;783,876, © sm00 1,189,260
TOTAL | 4,073,659 o 2,114,036 ' 1.,959,'623
 %OFTOTAL - 10000 . ' 51.9 48.1



FY 04/05 COP

FISCAL YEAR

1993-94 |
1994-95
1995-96°
1966-97 |
1997-98
1998-89
1999-00
'2000-01
'2001-02
2002-03

For =10

Fori=12

HETGH HETCHY WATER AND POWER

TABLE 4

PROJECTIONS OF HETCH HETCHY PROJECT O&M COST

LINEAR LEAST-SQUARES REGRESSION

10-YEARS RECORDED DATA
X Yila) XiY1
1 21,323,182 21,323,182
2 20,193,119 . 40,386,238
3 20,957,974 62,873,022
4 28,052,043 112,241,772
5 36,964,558 " 184,822,790
6 33,951,002 203,706,552
7 ' 40,300,130 282,100,910 -
8. - 40,206,239 322,369,912
9 34,968,000 314,712,000
10 35,380,596 353,805,960

55 312,387,833

Yi=a +bXi
Sum XIYi - Sum XI Sum Yi/n
b=
o 2 . 2
Sum Xi = {Sum Xi)in’
Sum Yi- b Sum Xi
a= - - =
n
" b= 2,184,002
a= 19,226,773
Yi= " 41,068,792
Yi= . 45,434,796
. . ’ Y12
ESCALATION INDEX = C L e =

Y10

(a) Annual costs exciuding Purchased waer,
Wheeling Charges and Transmission Line Rentgl

1,898,313,238

. Sum Yi-85b

45,434,796

41,066,792

Xi

16
25
36
48
64

100

388

Sum XiYi - 5.5 Sum Y

82.5

1106



FY 04/05 COP ' : TABLE 5

" HETCH HETCHY WATER AND POWER

- COSTOFPOWER DEBT SERVICE
ISSUE -~ TOTAL . WATER  POWER
INTEREST Joint - $0 '$0 80
Water - ‘ $0 - $0 $0
Power %0 . - $0 %0
TOTAL o $0 $0
REDEMPTION  Joint’ , $0 . ' $0 $0
" Water %0 . $0 $0
Power $0 $0 ' $0
- TOTAL - . %0 $0 $0

_ GRAND TOTAL - $0 %0 $0 .



Recorded FY 02/03 i . - ' :
FY 04/05 COP S : . FROM PROJEGTED CAPITAL OUTLAYS, TABLE 6

HETCH HETGHY WATER AND POWER , . FISCAL YEARS ENDING JUNE 30
. BY FUNCTIONAL CLASSIFICATION

PROJEGTED CAPITAL OUTLAYS,
5 YEAR AVERAGE 1998/99 TO 2002/03

BY FUNGTIONAL CLASSIFICATION

: FY98/99 . FY89/00 - FY00/01 FYouo2 .  FY02/03 . 5-Year

FUNGTIONAL CLASSIFICATIONS 6/99 sloo - 601 . 6/02 6/03 Total  Average
GRANDTOTAL . | | $0,631,692  $13,146,511  $15183,416 = $14,237,085  $26,237,628 . $78,436,332  $15,687,266
OTHER MUNI PROJECTS 1,966,612 1,538,896 . 803,653 5,152,285 14,037,202 $2_3,498,558 $4,699,732
PROJECT CAPITAL OUTLAYS - $7,665,080  $11,607,615  $14,379763  $9,084790  $12,200426  -§54,937,674 ~ $10,987,535
POWER S 2698310 . 551,697 2,088,654 992,443 725285 $7,056,389  $1,411,278
WATER . o 1385964 3,137,502 7,811,750 2,947,710 . 7,084,393 $22,367,819  $4,473,564
JOINT 3,580,806 7,918,418 4,479,359 5,144,637 4890248 - $25513466  $5,102,693
PROJECT CAPITAL OUTLAYS 7,665080 11,607,615 14,379,763 9084790  $12,200,426 54,937,674 . 10,967,535

ALLOCATION OF FIVE YEAR AVERAGE

Notes . TOTAL °  POWER . WATER JOINT
$10,987,535 $1,411,278  $4,473,564 . $5,102,693
1 ($0) - 2,808,481 2,206,212 (5,102,693)

Note to Table D-8.
1. Joint Costs allocated 55% to Power . .
and 45% to Water . 10,987,535 4,217,759 6,769,776 0

HETCH HETCHY WA'l;ER AND POWER RECORDED NET GENERATION (kwhr)

6/99 6/00 8/01 6/02 - 6/03 Total Average
POWERHOUSES — : e : e -
KIRKWOOD : 679,787,812 591,562,526 483,540,558 581,816,688 748,799,850  '3,080,506,933 616,101,387
HOLM ‘ 950,948,780 723,019,031 | ‘560,507,541 721,637,246 732805707  3,688,918,305 737,783,661
MOCCASIN . ¥ 410,386,700  $93,807,900 388,880,500 . 430,012,700 - ° 360,085,500 1,983,223,300 396,644,660
MOCCASIN LOWHEAD 9,328,000 6,870,000 . 6,154,000 4,094,000 3,161,000 29,607,000 5,921,400

TOTAL 2,050,451,292 1,715,359,456 1,439,082,589 1,737,560,634 -1,839,8(51,557. 8,782,255,538  1;756,451,108



Havised Provislonal Ciass 1 fiste

HETCH HETCHY WATER AND POWER

COST OF POWER. .
BASED ON REGORDED FY 2002-03 AUDIT DAT? POWER-ALL CUSTOMERS FYoz/03 PROJECTED COST OF POWER FY 0405 COP
EXPENSE CLASSIFICATION NOTES TOTAL © POWER  WATER JOINT NOTES TOTAL  DEMAND  ENERGY  EXCLUDED NOTES ~ TOTAL DEMANG ENERGY
OPERATING . . - . . .
HYDRAULIC POWER GENER}\T)DN 2,568,301 2,503,801 Q ] 4 2588301 -1,332948 1,235,353 0 38 2,840,541 1,474241 1,366,300
1 ] o o o 3 ] [\ 0 o 38 '] o 0
PURCHASED POWER 32,561,862 32,581,882 a [ 32,581,882 0 D 32,561,862 - [ [ [
WHEELING CHARGES 10,556,958 10,568,958 [ [ 10,558,358 0 0 10558958 [ [ [}
TRANSMISSION . .
LINE RENTAL 9 [] K ¢ [+ o. 0 0 0 ] <]
REMAINDER 4p5,186 6% 101328 393,185 4 858 - [ 48 724 438 290 .
1 0 218252 178833 (393,189 4 218282 129,751 88,501 [ 48 239175 143,505 85,670
WATER QUALITY . 278,794 o 278,794 ] 0 ] Q a ] [
ADMIN. & GENERAL
coweAP 457,195 [} a 457,185 o . .
2 Q 270,481 186,784 (457,185) 4 270,431 162259 108,172 ] 4,8 299,087 179,458 119,848
SFPUC 3,808,868 D 0 3,808,888 o -
2 0 2010430 1598438 (3,608,668) 4 2010430 - 1206258 804,172 [ 4.8 2220596 1334321 89,412
FEETOUSGOVT - 4,877,679 127529 4,084,387 885,783 s 127523 83,765 63,785 X 141,048 70,524 70,524
1 0 - 377181 308,802  {685,783) 5 377,181 188,591 188,591 0 58 417,183 208,582 208,582
FEES, LIGENSES & PERAMITS 217,544 176,334 35,000 ~1,908,210 5 178334 88,167 88,187 58 195,025 87,613 97,513
- ‘1 1 1048416 867,735 (1,908210) 5 1048418 524,208 524,208 58 1,159,548 579,774 519774
REMAINDER . 11279332 6010483 982041 5,887,408 4 5010483 3,006,250 2,004,183 [ 46 5,541,594  3,924.357 2,216,837
. 1 0 3238074 26849334  (5587.408) 4. 3238074 1842044  1,295230 [ 48 3,581,810 2,140,785 1,432,524
MAINTENANCE L
HYDRAULIG POWER GENERATION 2,215,1:13 832.968 0 1,588,187 3 328,509 304,457 [ a8 700,080 363,331 338,729
. 1 872352 TI8TIS  (1.588,187) 3 872292 482,71 419,021 o a8 964,860 500,785 484,100
TRANSMISSION 2,443, 426 1003128 791337 848950 4 1,005,129 801,877 401252 0 - 48 1,108,461 865,676 443785
1 ) ssaszs. 292002 (848.960) 4 358928 214,457 142,771 [ 48 394,762 236,858 157,905
ADMIN. & GENERAL . 4,732_399 256519 3.068 4,473,334 4 256518 153,511 102,608 o 48 283710 170228 113,484
e 1 . O 2460334 2013.000 ° (4,473,334} 4 2400334 1,478,200 884,184 [ 4.6 - 2721429 1,602,877 1,088,452
OTH : .
- TAXES 396,024 o o asa024 ° . . ) © -
1 0 ZIB213 179,111 (398,029) 5 218813 108457 108,457 [ &7 218914 109,457 109,457
DEBT SERVICE Last Yoar 8258 58 o o 0
CAPITAL OUTLAYS . . . 204 T252ES 7054893 4390248 TISzes 9826 sa2p4l .o es 4217759 2,106,875, 2,108,873
: O 2414838 1975612 {4,350, 243) 2414838, 1207318 1207318
SUBTOTAL 80,750,028 67,108,828 , 23,602,200 67,105,828 13,552,318 10432874 43,1 s,w ‘27243428 15349,764 11,899,559
LESS NON-OPERATING INCOME 88,865 53,001 43,364 - [ S_.__ 53,001 26,500 26,500 [} 587 58,618 29308 29,309
. TOTAL § X 90,690,083 67,050,827 23,648,838 4 67,050,827 13525518 10,408,374 43,118,840 27490805 16,320,455 11,870,350
DETERMINATION OF RATE FOR FY 04Rs COP {Based on Recorded FY 02/03 Audit Dat) :
BILLING DETERMINANTS . : Biliing Detarminants
DEMAND-KW. MO. 3,120,000 2,120,000
- ENERGY-MWH . 839,802 1,756,451
CHARGES . Audited Hatos
DEMAND-KW.MO. 10 Rocorded 434
ENERGY-MILLS/KWH 11 588
R 12,13° 0.00914647 0.00588 1817
NOTES TO TABLE 1 ’
1. Jolnt post aliocated 55% 1o powar und 45% o water 18
2. ABocation of jolrt cost par Table D- 2 N 1418
3. Allocation of power cost between dornand and ensigy perTabla D-3 FY 04/05 COP -
4. Alpcate 80% to demand and 40% 1o anagy BASED ON RECORDED FY 2002-03 DATA Hatch Hetohy Wastarand Power

§. Allocale 50% 1o defmand and §0% 1o anermy

&. Escalation Factorat | 1.106 perTabla D- 4 pplsd o
Rscorded FY 02/03 coats. Modtied 08/21/04
7. Cany forward fiom Rocorded FY 02/03 without sscalation

8. FY 04105 COP budgst per Tabla D-§

8. FY 04005 COP budgal par Table D-8 .

10. Total Demand costs divided by12-mnrdhmo!prvjm!dapnn
(260,000 x 123,120,000}, rourled to two decimal

11 Total Energy costs divided byamdgnneraﬁnnlsdﬁmmdnad

12 Demand mla changed o an houdy rate { 4;4 ﬂg}bg(sé:g B #85)'% Hourly Allocated Cost of Power (Demand)

135{!myﬂwmﬂ\llﬁﬂdlnlmhn\;l mla ‘ _ mw):madyw&:ﬁm?mr(ﬁ'\m)

14 (Houny Cost of Pawor (Domang s 3 T m‘\‘,\')w. umﬁ“%l‘,’?““dm”“‘”“

e = mm&n ge,??“’ e




TURLOCK IRRIGATION DISTRICT ’ RECONCJLIATION XMOUNT Talle D-8 * 12 Month 8liling Adjustment : * On» Tlma Bllling Adjustment

Frazms  Adjustment MODIFIED 030704 * FYo2/03 * FYo2103
M Ciass 4 Class 1 : N R
oo * Provisiensl Ratos * Revised Provisional Rates * (dua 1o changes in kuh,
. R . MODIFIED 20ATR4 i fow, o bling rales
[0 @ - N ) {5} ®) Ryl ) . [©] {19) {n * CL.1ENERGY . p.oos27 . 0.00566 - omor fian Glass 1)
=B . =HE)Ho) =5H8) * CL. 1 DEMAND 485 434 . -
) . DIFFERENCE . . . " Cifteranca .
5 Class 1 Class 1 Total 81 Totad BIX Class § Class 1 Tolal BY Total BIU Batweon . o FID Babwyen *
Fyozms Prolminary  Proliminay®  PRELIMINARY PRELIMINARY Final Find FINAL * FINAL Cortoctad * Froz03 Preliminary Final * Correcied N
wh Y OOMAY . Adusted B oty Y . 001Ag Adlusted BIS wad Final Bills, . . andFla .
. i .
Jut nz 17593000 39523 © $502414.47  $2157039° SER4L846° . 17677000 asesa 346753366  $2157039 T $4E9.80404 3418082 caLvz - 30527245 $277,858.43 RW041402 ¢ 33.756.80
AUG 15878000 35182 5469,023.31 $21.97038 340039370 | 16154000 35754 $431,763585  321.9703¢ $453,724.04 728886 > AUG $275,770.%0 $281.TT6.00 239490 $13.27556
SEP 14668000 34789, $467836.80 32197038 $489.90728 14732000 “34p40 $43845828  $21.970.38 $460,469.27 * 529,438.02 +SEP $265,080.75. $238,75784 52820291 * £3,145.11
ocT 11965000 . 25493 $579.154.08  $2197039  $801.424.47 12024000 25818 . §556458.84°  $21,870.38 $578.428.23 322608524 ©otect $202766.35 $182.86622 51950043 ¢ $2,96.11
NOV - 9728000 17439 §634,968.54  $2197039  $666,638.03 761000 17559 §618,606.06  $21,870.30 $640,576.45 $16.262.48 * Nov $145,879.2% $134,107.34 $IATTL8T $1.490.57
DEC '8699000 15962 $776,660.61 $2157039  $801.651.00 B743000 16043 576451794  $219703% $786480.33 $15,162.87 | * DEC $134,805.50 . §121.547.60 $13,16780  * §1.894.77
JAN D3 6775000 - 15488 $B7330662  $210703%  $895337.01 8776000 15488 $859,78398  521.970.39 $851,754.37 F13,582.64 - JAN TS $132,332.00 . $§119.243.36 $1582.64 ¢ s0.00
FEB 8470000 46222 |, $73853284 S9N $T60903.23 B470000 . 16222 $725,151.30  §21,570.38° $T4T 131.69 31377158 * FEB $134,508.50 $120.735.36 $13T774.54 ¢ $0.00
MAR 10137000 17476 §706,48433  $2197030  $72BA54TR 10137000 - {7475 $691,011.02  $21970.38 $712,881.41 - $1547331 * MAR §131,378.05 $135504.74 §13473 $0.00
ARR. 10574000 18522 $839.421.72  §2157038  §8617382.11 10574000 18543 82206751  §21870.38 $845,037.90 $16,35421 *APR - $189,357.50 $143.15747 1520008 $i54.18
MAY ) 13777000 36400 388467336 32187038  $806.841T5 13777000 . 36409 $857,061.47  $21,97034 , $379,031.58 $Te1240 * MAY 526838735 $240,785.15 $arsizie - $0.00.
+ JUN 18022000 38647 $956207.32 52187038  $A78,267.71° 16022000 38647 $926,107.02 ©  $21.970.38 394807741 $30,190.38 = JuN 203804 3263.653.16 019030 $0.00
. B .
146253000 31211 $84319S4A0 3550550078 .1ABBATO00 . 312436 SBISSE102 $0,422,505.70 3271,883.08 4 . $2476,769.65 $223139867  sasaToes ¢ SZE5ELAD
. . B . . 1 TIME ADJUS
Al datat is from Turlock Bliis {preliminary and final) : . ' : . 12 months $20447.58  Credit
* Tha oo tirs adjus isforncn C1 power FY0203. Ths one time sdjusbant is spplicabls though Feb. 13, 2004. - FY02R3  Adjustment

T R203 AdJustment Modified 03/0704 \
TID 02563 Adjustment sent In Latiar datad 472604 . B
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APPENDIXE .

MUTUAL RELEASE AGREEMENT

. THIS MUTUAL RELEASE AGREEMENT (the "Release"), dated as of Apei/ /§,2005
. (the “Effective Date”), is byand between the CITY AND COUNTY OF-SAN FRANCISCO, a
California municipal corporation (“City”) and TURLOCK IRRIGATION DISTRICT , a
California irrigation district (“Turlock *) (City and Turlock are hereinafter referred to '
i-nd:ivi'duelly as a “Party,” and collectively as the "Parties").

) WITNESSETH ,

WHEREAS City and Turlock prevmusly entered into, an agreement for the sale of

. power entitled LONG TERM POWER SALES AGREEMENT BETWEEN THE CITY AND

.COUNTY OF SAN FRANCISCO-AND THE TURLOCK IRRIGATION DISTRICT, vhich

becameeffective by its terms on April 1, 1988, as subsequently amended and as-in effect '
immediately prior to February 14, 2004 (the “Pnor Agreement”);

'WI‘r’IE\REAS, ce_rtain disputes arose ‘be’sween City and Turlock vegarding the proper
interpretation of certain terms of the Prior Agreement, inctuding those regarding (i) the rights
and obligations of the Parties under the Section 25 of the Prior Agreement and the procedures for
dispute resolution applicable thereto (the “Protection Clause Dispute™); (if) the method for* '
determlmng the guantity of Class 1 Power available to Turloek each month under Section 15 and
other provisions of the Priot Agreement (the “Class 1 Dispute”); (iii) the Class 1 demarid charges
that were invoiced.to Turlock for the period February 14 through February 29, 2004 (the
"February 2004 Demand Charge Dispute"); and (iv) true-ups for Class 1 rates for the periods
July 1,2001 through June 30, 2002, July 1,2002 through June 30, 2003, and Julyl 2003
through February 13 2004 ("Class 1 True—up D1spute"),

WHEREAS, in connection with the Protection Clause D1spute, in August 2001 Turlock

~ issued to City a Notice Initiating Dispute Pursuant to Seéction 23 of the Long Term Power Sales
Agreement between the City and County of San Francisco-and the Turlock Frrigation District (the
"Section 23 Protection Clause Proceeding"), and City (i) issued to Turlock a notice of '
termination under Section 25 of the Prior Agreement (ii) filed a complaint in the Superior Court
for the County of San Francisco (the "Superior Court") for declaratory and injunctive relief
against Turloek ; and (iii) initiated a non-binding arbitration proceeding before the American

" Arbitratien Assoc1at1on (“AAA”) agamst Turlock in Case No AAA 71-198- 00547 01 (the
"AAA Arbitration");



WHEREAS, the issues raised by the City in the AAA arbitration and the Superior Court
litigation remain pending in litigation, with the Parties recently completing a non—bmdmg
arbltratmn before three appointed arbitrators (the "Liti gatlon"), :

' WHEREAS, in connection with the Class 1 Dispute Turlock invoked the provisions of ‘
Sections 17 of the Prior Agreement to resolve the Parties’ d1spute (the "Class 1 Sectmn 17 .
Proceeding"); .

| WHEREAS in connection with F ebfuary 2004 Demand Charée Dispute Turlock -
invoked the provisions of Sections 17 of the Prior Agreement to resolve the Parties’ dlspute (the
- "Demand Charge Sectlon 17 Proceedmg”), and

_WHEREAS, in contiection with the Class 1 True—up Dlspute City has identified the
amount to be reimbursed to Turlock to resolve the Parties’ dlspute (the "Class 1 True-up
- Reimbursement"); and :

WHEREAS Clty and TFurlock desire to- resolve any and all disputes between them and to
that end the Parties are entering into this Release and, concurrent herewith, are entering into an
amendment and restatement of the Pnor Agreement.

NOW THEREFORE for good and Valuable cons1derat10n the receipt and sufficiency
of which is hereby acknowledged, the Parties hereto do hereby agree to release one. another from
any and all claims that may be asserted as follows:

. City’s Release. For good and valuable consideration, the receipt and sufficiency of
which is hereby acknowledged by the execution of this Reléase, City withoutreservation
or condition, for itself and its assigns, agents, representatlves attorneys, and any other

. person or entity that could initiate or continue litigation, arbitration or any other

_ proceeding on its behalf, does hereby fully acquit and waive, release and forever
discharge Turlock , its directors, officers, employees, agents, attorneys, representatives,
successofs and assigns, and all persons and entities acting by, through, under or in
concert with any of them, from any and all claims, counterclaims, liabilities, suits,
demands, causes of action, administrative proceedings, damages; losses, pecuniary losses,
costs, expenses (including attorneys' fees), and/or any other obligations of any nature
whatsoever, whether known or unknown, in law, equity or otherwise, asserted or as may
‘be asserted by City which City has or may have against, claims to have against or *

- contends it is entitled to or from Turlock arising from or related to the Prior’ Agreement

" the Litigation, the AAA Arbitration, the Section 23 Protection Clause Proceeding, the
Class 1 Section 17 Proceeding, the Demand Charge Section 17 Proceeding; and Class 1 -

- True-up Reimbursement including any act or omission, whether negligent or otherwise,
taken or not taken, or directed by Turlock against City in connection therewith through
and including the Effective Date of this Release, excepting only any claim, cause of
action or suit arising from an undertaking or promise contained in this Release.



4 3,"

In connection with the immediately pi:eceding,paragraph, City acknowledges that it is
familiar with and hereby waives and relinquishes any and all rights and benefits it may

~ have under the laws of any state, similar to and mcludmg Section 1542 of the California
Civil Code which provides as follows ' :

A general release does not extend to clalms which the creditor does
" not know or suspect to exist in his favor at the time of executing the
.. release, which if known by him must have materlally affected his
- settlement with the debtor

Turlock ’s Release. For good and valnable cons1derat1on the receipt and sufficiency of |

-which is hereby acknowledged by the execution of this Release, Tutlock without -
_ reservation or condition, for itself and its assigns, agents, representatives, attorneys, and

any other person or entity that could initiate or continue litigation, arbitration or-any other
proceeding on its behalf does hereby fully acquit and waive, release and forever
discharge the City, its governing board members, officers, directors, employees

* managers, partners, agents, attorneys, representatwes SUCCESSors and assigns, and all

persons and entities acting by, through, under or in concert with any of them from any

-and all claims, counterclainis, liabilities, suits, demands, causes of action, administrative

proceedings, damages, losses, pecuniary losses, costs, expenses (including attorneys'

fees), and/or any ether obligations of any nature whatsoever, whether known or
- unknown, in law, equity or otherwise, assetted or as may be asserted by Turlock which.

Turlock has or may have against, claims to have against or contends it is entitled to or’
from City arising from-or related to the Prior Agreement, the Litigation, the AAA
Arbitration, the Section 23 Protection Clause Proceeding, the Class 1 Section 17
Proceedmg, the Demand Charge Section 17 Proceeding, and Class 1, True-up

. Reimbursement including any act or omission, whether negligent or otherwise, taken or
-not taken, or directed by City against Turlock in connection therewith through and

including the Effective Date of this Release; excepting only any claim, action, cause of .
action or suit ansmg from an undertaking or promise contained in this Release.

In connectlon with the 1mmed1ate1y precedmg paragraph Turlock acknowledges that it is
familiar with and hereby waives and relinquishes any and all righits and benefits it may
have under the laws of any state, similat to and including Section 1542 of the Cahfomla
Civil Code, which provxdes as follows

A general release does not extend to claims which the creditor does’
not know or suspect to exist in his favor at the time of executing the
release, which if known by him must have materxally affected his
settlement with the debtor

No Indemnity. Nothmg in this Release shall in any way constitute an agreement by any
Party to indemnify any other Party. against any third party claim.



4. City Acknowledgment. - City expressly acknowledges that it has consulted with
competent legal counsel with regard to-the provisions of this Release and it fully.
understands and accepts thé same. City further-acknowledge that Turlock HAS NOT
MADE ANY WARRANTY OR REPRESENTATION, EXPRESS, IMPLIED, .

' STATUTORY OR OTHERWISE, AS TO THE ACCURACY  OR COMPLETENESS

. OF ANY INFORMATION PROVIDED OR MADE AVAILABLE NOW, o
HERETOFORE, OR HEREAFTER TO CITY IN CONNECTION WITH THIS
RELEASE. IN ENTERING INTO AND PERFORMING. THIS RELEASE, CITY HAS
RELIED AND WILL RELY SOLELY UPON ITS INDEPENDENT INVESTIGATION
OF, AND IUDGMENT WITH RESPECT TO 'THE VALUE OF THIS RELEASE

- 5. Turlock's: Acknowledgment Turlock expressly acknowledges that it has consulted with

~ competent legal counsel with regard to the provisions of this Release and it fully
understands and accepts the same. Turlock further acknowledges that City HAS NOT
MADE ANY WARRANTY OR REPRESENTATION, EXPRESS, IMPLIED,

- STATUTORY OR OTHERWISE, AS TO THE ACCURACY OR COMPLETENESS-

- OF ANY INFORMATION PROVIDED OR MADE AVATLABLE NOW, o
HERETOFORE, OR HEREAFTER TO TURLOCK. IN CONNECTION WITH THIS.
RELEASE. IN ENTERING INTO AND PERFORMING THIS RELEASE, TURLOCK

. HAS RELIED AND WILL RELY SOLELY UPON ITS INDEPENDENT

‘INVESTIGATION OF, AND JUDGMENT WITH RESPECT TO, THE VALUE OF
"THIS RELEASE. ’

6. Dismissal of Proceeding,s. Concurrent with the execution of this Release (i) the City
: agrees to execute the dismissal, with prejudice, of the of the Litigation in the form
attached hereto at Exhibit A-1 and the AAA Atbitration in the form attached hereto at
Exhibit A-2; and (ii) Turlock agrees to execute and deliverto City the written notices of
withdrawal, with prejudice, of the Section 23 Protection Clause Proceeding, the Class 1
Section 17 Proceeding, the Demand Charge Section 17 Proceeding, and Class 1 True-up
Reimbursemerit substantially in the form attached hereto at Exhibit B.. The City further

" agrees that the City shall cause the dismissal of the Litigation and the AAA- Arbitration to

" befiled with the Supenor Court and the AAA, respec’avely, promptly afier execu‘mon of -
. the same. : , :

7. . No Admission. This Release is being entered into by the Parties as aresult of a
‘compromise and with the intention to avoid further disputes and litigation between the
Parties and the attendant inconvenience and expense of the same. Accordingly, nothing
contained in this Release, nor in the consummation of this Release, ¢hall be construed or
deemed as an admission or acknowledgement by any Party of the existence or
nonexistence of any breach of the Prior Agreement, culpability, fault, liability or . .
wrongdoing whatsoever. In connection with the foregoing, this Release may not be used

. in evidence in any proceedmg, excepting only in a proceedmg involving a claim, action,
cause of action or suit arising from an undertaking of promise contained in this Release.



| 8. Bmdmg Effect. This Release and all the prmﬁswns hereof shall be binding upbn and
inure to the benefit of the Parties hereto and their respectlve successors and perm1tted

assigns.

9. Section Headings. The sectlen headings in this Release are solely for convenience and
shall not affect the meanmg, constructmn 1nterpretat10n or effect of any provision of this

Release.

- 10 Countemarts: This Release may be executed in counferparts, each of which shall be
deemed an original, but all of which shall constitute one and the same legal instrument.

11. Changes. This Release may not be altered, amended, rhodiﬁed, or otherwise changed

- . except by a writing duly executed by City and Turlock.

12. Deemed Prepared by all Parties. This Release was jointly prepared by the Parties, and
the rule that uncertainties or ambiguities shall be interpreted against the drafting pa;t“cy
. shall not apply to the mterpretatlon or construction of this Release

first wntten above

IN WITNESS WHEREOF, the Part1es hereto have executed this Release as of the date

PUBLIC UTILITIES COMMISSION OF .

OF THE CITY AND COUNTY A

fSan Leal, General Manager

XPPROVED AS TO FORM:

DENNIS J. HERRERA
City At’;omey ‘

%W/f%m

Bonn W, Furman
Deputy City Attormey
City and County of San Francisco

TURLOCK IRRIGATION DISTRICT

Roger Masuda
General Counsel S
Turlock Irrigation District




EXHIBIT A-1



ATTORNEY OR PARTY WITHOUT ATTORNEY (Name and address): : T .7 FORCOURT USE ONLY
. =Y .

E I ¢ oy
DONN W. FURMAN , 7 Tl (415 554-3959

Deputy City Attorne Fax : (41 554-8793
13 Okylarlgt Street, Xﬂ‘ Floor ( )

San Francisco Cahforma 94102 .

ATTORNEY FOR (Name ) éity and County of San Francisco

Inggrt name of court, judiclal district, and branch, if any:
. 'SUPERIOR COURT FOR THE STATE OF CALIFORNIA
"~ CITY AND COUNTY OF SAN FRANCISCO :

PLAINTIFF/PETITIONER: CITY & COUNTY OF SAN FRANCISCO

DEFENDANT/RESPONDENT . TURLOCKIRRIGATIONDISTRICT

REQUEST FOR D!SM!SSAL ‘ o ' CASE NUMBER:

[:] Personal Injury, Property Damage, or Wrongful Death , S
' [ ] Motor Vehicle [ ] Other ‘ ' CGC-01-323717

-[_] Family Law
] Eminent Domain o L
. [ X7} other (specify): Declaratory & Injunctive Relief

l — A'conformed copy will not be returned by the clerk uniess a method of return is. prowded with the document. — “}

1. . TO THE CLERK: Please dlsmiss this action as follows
©a. [_j(:}WIth prefjudice  * * (2) [ | Without prejudice

b. .‘(1) ] Comptaint - (2). [ Petition

. (3) [__] Cross-complaint filed by (namg): AR ~ _ on(date):
4) [ Cross-complaint filed by (name): ' _ ‘ - on(dafe):- -
(6) [ X ] Entire action of all parties and all causes of action ‘
(8) [__. ] Other (specify): -
r e ‘
. DONNW. FURMAN (CBN 166479 }
(TYPE OR PRINT NAME OF X ATTORNEY [_] PARTY WITHOUT ATTORNEY) ‘ [(SIGNATURE)
* if dismissal requested is of spacified parties only, of specified causes of. . Attorney or party without attorney for: .
action only, or of.specified cross-complaints only, so state and identify . ol
Ahe parties, causes of action, or cross?comp\ainis to be dismissed. 3 @ Plaintlff/Petmoner Defen@ant/Respondent

E__::] Cross-complamant
2. TO THE CLERK: Corisent to the above dismissal is hereby given.*

Date: }
(TYPE OR PRINT NAME OF [_] ATTORNEY [_] PARTY WITHOUT ATTORNEY) (SIGNATURE)
“* if a cross-complaint—or Response (Family Law) seeking affirmative © " "Attorney or party without attorney for: ' .
" relief—Is on file, the attorney for cross-complainant (respondent) must
sign this consent if required by Code of Civil Procedure section 581(}) l:] P‘amt’ﬁ/ Pemloner Defendanf_c/Respondenfc
or (). . : [__]cross-complainant '

(To be completed by clerk)
3. D ‘Dismissal entered as requested on (date)

4. [ pismissal entered orr (date): as to only (name):
5. [ ] Dismissal not entered as requested for the following reasons (specify):

6. ]:___:] a. Attorney or party without attorney notified on (date):
‘ b. Attarney or party without attorney not noftified. Filing party failed to provide

a copy to conform E means to return conformed copy

Date: ‘ ‘Clerk, by _. , Deputy

Form Adopted by the . . Code of Civil Procedure, § 581 et seq
. Judicial Council of California - - REQUEST FOR DISMISSAL: California Rules of Court, rules 383,1233

lmmismms 4 ADATY
nMINI2005\02020800302063.doc



EXHIBIT A-2

April 15, 2005

VIA FEDERAL EXPRESS

Mr. Jeremy T. Jackson, Case Manager
American Arbitration Association

. 1750 Two Galleria Tower
-, 13455 Noel Road

. Dallas, TX 75240

Re: C1tv and County of San Francisco v, Turlock Imgatxon District
Case No. 71-198-00547-01

Dear Mr. J ackson:j

" This letter is to notify you that Claimant City and County of San Francisco (the.
"City"), through its duly authorized undersigned counsel, hereby dismisses the above-referenced

proceeding with prejudice. Please provide written confirmation of the City's dismissal and that
the American Arbitration Association has closed its file in this matter. .

' Very Truly Yours,

DENNIS J. HERRERA
City Attorney

By
Donn W. Furman

cc: | ~ Roger Masuda
General Counsel
Turlock Irrigation District

4/8/2005 -

. -8:15:56 AM



EXHIBIT B

April 15,-2005

Mr. Donn W. Furman
Deputy City Attorney
Office of the City Attomey
Fox Plaza

- 1390 Market Street, Sulte 250

o SanFranclsco Cahforma 94102-5408

Re:  Mutual Release AgreementbeWeen._Turlock Irrigation District and
the City and County of San Francisco dated April 15, 2005

Dear Donn:

In accordance with Section 6 of the above-referenced Mutual Release Agreement,
Turlock Trrigation District hereby withdraws its notices of dispute and terminates, with prejudlce
all such proceedmgs with regard thereto, as to the following matters:”

1. The Notice Imtlatmg Dispute Pursuant to Section 23 of the Long Term. Power
Sales Agreement Between the City and County of San Francisco and the Turlock
Irrigation District ("LTPSA"), dated July 24, 2001, relating to disputes as to (1)

- whether San Francisco has been precluded‘from substantially realizing the benefit
‘of the LTPSA by an action designated in Section 25.3 of the LTPSA and (2)
whether the provisions of Sec’uon 23 or Section 25 of the LTPSA govern the
resolution of dlspute o

2. . The Notices of Billing Dispute pursuant to Section 17 of the LTPSA relating to
invoices for August through November 2001, September through November
2002, and August through December, 2003, as described in letters to Patncm E.
' Martel and/or Marla Jurosek signed by Larry Weis.

S 3, The Notlce Tnitiating Dispute Pursuant to Section 17 of the LTPSA relating to &
dlspute arising out of energy and capacity charges in the February 2004 invoice.

4/8/2005
8:15:56 AM



If you have any que'stionsA regai‘ding the fof’egoing, please contaét. me at your earliest
convenience. ' 4 T

Sincerely,

Roger Masuda
General Counsel

 4/8/2005
8:15:56 AM
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APPENDIX F

QUARTERTY ‘RECONCILIATION OF AVATLABLE ENERGY

1. - PURPOSE AND INTENT

The purpQSe~cf this Appendix F is to provide the Parties

- with an independent means. of monitoring energy davailable from

Project from time to.time and to provide an exclusive remedy for
the over schedullng or under schedullng of Cicy Mun1c1pal Energy -

that may occur desplte dlllgent and good faith efforts by City

" Lo predlct and schedule Avallable Energy w1th reasonable

accuracy .

2. DEFINED TEEMS

Whenever used in thlS Appendix. F terms 1n1t1ally
capitalized shall have - the meanings.- set forth below and lf not

defined herern shall have the meanlngs ascr1bed~to them in

, Seetion'éAof the Agreement. In all cases the singular of a term

ghall inciude the plural and the plural shallginclude‘the '

singular.

2. 1' AE or Actual Available Energy: The.amount . of'energy

that is nlnety—elght percent (98%) of the dlfference between
Progect Energy actually generated during a half- hour in the’

period of determlnatlon -and Clty Mun1c1pal Energy used in the

' .same half-hour as determined by City in -accordance with ‘the

terms of its agreement-with,itsASCheduling Representative, all

such half-hburs'summed~over the period ofAdetermination,
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preyided,‘ however, that if the amount of energy resulting from
the foregoing is less than zero in any half-hour then the wvalue

for that half-hour shall be zero.

2.2 Average Dow Jones NP- 15 Electricity Price Index: ‘the

S:mele average of the Dow Jones NP 15 Electricity Price On Peak

.or Off- Peak Index in effect for all the appllcable hours (On-

;PeakHours or Off-Peak Hours) in the calendar year quarter,

excluding the hours of certain Active Days pursuant to Section
3.2. | |

" 2.3 contract Rate:. Either (i) the sim}pl‘e average of the

Excess Energy Rate 3.11 effec:t:. for all the applicable hours (On- :
Pea}c Hours oL Off Peak Hours) in -the calendar year quarter, A
excludlng the hours of certa:.n Kctive Days pursuant .to Sectlon

3.2, if the per:,od of determination .is the first or second

.quar‘c-erof a cale:adar year, or (:L:L) the Class 1. Energy Rate if ‘ L*——-

the period.of determination is the third or fourth quatter of a

' caleéndar year.

2.4 Overscheduled Avail.able Energy The amount of energy

determlned by C:.ty pursuant to Sectlon 3 3(a) herecf.

f

2. 5’ SE or Scheduled Avallable Energy The amounﬁ of

energy that lS nlnety—-en.ght ‘percent (9 89') of the differe;}ce
between Project Energy in ‘a half- hour in the pern.od of
determination and Clty Mun:.q:.pal Energy :L_n the game half-—hou’r as
set forth on the. Final Schedule dity submits to lts ‘ScAheduling'
Representative, all such half-hours summed over the period of
determination, provided, ‘however, that if the amount of energy -
resulting from the foregoing is less than zero in any half hour,'

then the wvalue for that half-hour, shall be =zero.

2
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2.6  Underscheduled Available Energy: The amount of energy

determined by City pursuant to Section 3.3(b)‘hereof;

3.  DETERMINATION OF OVERSCHEDULED OR UNDERSCHEDULED AVAITABLE
ENERGY ' ' ‘

3.1 At the end of the calendar year quarter commencing on’

' January 1, 2008 and at the end of each calendar year quarter

thereafter during the remaining term of:this«Agreement,"City

‘shall determihe,-separately-fof the On- Peak Hours'and for the

OfE-pPeak Hours, both the Overscheduled Avallable Energy and -

Underscheduled Available Energy ln the manner set forth hereln

below

3.2 City shall determine for each half-hour the difference

between Scheduled Aveilable-Energy and Abtual,Aveilable Energy -

‘Such differences shallfbe'summed for all On-Peak Hours and shall

be summed separately for all fo~Peak Hours during a calendar

- year quarter (“Quérter Oo—Peak:Difference” and “Quarter Off-Peak

-Difference” respectively) provided however, - ‘that in maklng the

foregoing determlnatlon City shall exclude any-Active Day on
whlch_(a) elther the Schedullng Representatlve or the Control'
Area Operator‘experiences a system emergency that'affects the’

meterlng or dellvery of Available Energy or City Munmcmpal

Energy, or (B) Uncontrollable Forces affect City's ablllty to

generate or deliver Scheduled Avallable Energy, or. (c) a

determlnatlon was made by City, in its sole 3udgment‘and

Adiscretion, that genefating, supplying'or‘delivefing Project .

Energy or continuing the supply or delivery of'such energy would

adversely impact City’s ability either to provide water‘sﬁpply

3
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- or to meet applicable standards of water quality followed or

established by. City.

3.3 If the absolute value of either the- Quarter On -Peak

leference or Quarter Off Peak leference or both determined

‘ pursuant to. Sect:.on 3.2 hereof ‘is greater than 7.5 MW multiplied
‘by, respectlvely, the number of. the On-Peak Hours or the Off-

.Peak’ Hours not excluded pursuant to Section 3.2. hereotf of the

appllcable calendar year guarter, then Clty ‘shall determine "
separately for the On Peak Hours and for the 0ff-Peak Hours (a) .

© for a positive Quarter On—-Peak leference or pos:.tlve Quarter
. Of f-Peak D:Lfference, Overscheduled Ava:.lable Energy to be the
: amount of energy, expressed :1.n MWh by wh:.ch the product of

: 'Turlock's Allocatlon t:.mes the Quarter On-Peak D:J.fference and,

bseparately, the product -of Turlock s Allocat:\.on tlmes the -

Quarter Off-Peak Difference exceeds the prorduct of- ‘I‘urlock’

~ 'Allocatlon times 7.5 MW multlplled by the number of. On—Peak l———«

Hours - or.the number of Off-Peak Hours, respectlvely, in the

.det'ermlnatlon pe_r:Lod for the.Active Days not excluded p_ursuant

to Section 3.2 he-r‘eof during the calendar vear quarter: of

determination. (“On Peak Overscheduled Energy” and “Off- Peak

Overscheduled Energy" respectlvely) ; and (b) for a negative

'Quarter On—Peak D:Lfference or negatlve Quarter Off- Peak

‘Difference, Underscheduled Available Energy to be the amount of

energy, expressed in Mwh, by which -the absolute value of the
product of Turlock’s Allocatlon times the Quarter OnePeak

Difference and separately, the absolute value of the product of

' -‘Turlock’s Allocatlon times the Quarter Off-Peak Difference

exceeads the product of Turlock’s Allocatlon times 7.5 MW
multlplled by the number of On—Peak Hours. or the number .of Off-
Peak Hours, respectively, in  the determlnat:l.on period for the

Active Days not exc¢luded pursuant to Section 3.2 hereof during

4
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the calendar vyear guarter of determination (“On-Peak:
Undersche&ulea Energy” and “Off-Peak Underscheduled Energy”,
respectlvely) ' |

3.4 City shall provide Turlock’ with its determlnatlon of
Overscheduled Available Energy and Underscheduled Avalilable
Energy on or before the_day that is nrnety (90) days after the

last day of. calendar year'qnarter for which the determlnatlon

‘was made'or-as soon thereafter as is possible, and together with

such determination Clty shall notlfy Turlock of the remedy City

elects pursuant to .Section 4 hereoﬁ

3

4.  ELECTION AND EXCLUSIVE REMEDY

4.1 In the eventﬂdlty*determineé'thateOverscheauled
Avellable Energy'resulted in -a calendar year quarter, for the
On-Peak Hours or thelbff—Peak-Hours or beth thenf as City~may
elect, Turlock shall (a) make a payment - to Clty in an amount

equal to the On—Peak Overscheduled Avallable Energy and Off Peak

.Overscheduled Avallable-Energy-multlplled in each case by the

greater of (1) ierO-or (ii) the following difference: the

- applicable Average Dow Jones NP-15 Electricity Price Index minus:

the applicable Contract Rate, within a perlod.of[slxty (60) days

of recerpt of City’s determlnatlon, or (b) make a sale to City,

-at the applicable Contract Rate, of the On-Peak Oyerscheduled

Available - Energy and Off-reak Overscheduled Available Energy, as
scheduled by Turlock durlng the same calendar year quarter. in
the year followrng the calendar yvear quarter in which the

determination was made,‘prcv1ded that On-Peak Overscheduled

“Available Energy ‘will be returned durlng the Oon- Peak Hours of

such quarter.



4.2 1In the event City determines that Underscheduled
Available Energy resulted in a calendar year quarter, for the i
On-Peak Hours or the Off-Peak Hours or both, then, as City may

elect, City ehall (a) make a ‘payment te Turldékgin an .amouﬁt

1

2

3

4

5 -egual to -the On-Peak Underscheduled Available Energy ahd Off-

6 - Peak Underscheduled Available Energy multiplied in each case by
7 'the gfeater of (i) zero or (' 1) the following difference: the

8 appllcable Average Dow Jones ‘NP~ 15 Firm Energy Index mlnus the
9 appllcable Contract Rate, within a perlod of sncty (60) days of .
‘10 , dellvery to fI‘u:lock of City's determz.natlon, or {b) make'a eale
.il _ to Turlock, at the applicabl'e Contract Rate, of the On-Peak

12 ﬁnderscheduled Available Energy and Off-Peak Underscheduled

'13 Avallable Energy, as scheduled by C:Lty during the same ¢alendar
14 year quarter in the year follow:mg the calendar year q:uarter ln_
_15} ~which the determlnatlon was made,’ prov1ded that On- Peak

16 Underscheduled Available Energy will be returned during the On—-

--"i;:wll_‘,Peak Hours of such quarter : , - a,—“—"_
18 . . T e e e e
.19 4.3 ’I‘he remedles prov:Lded for in Sectlon 4. 2 hereof are

"20 Turlock s exclus:.ve remed:.es and- are 3_n l:Leu of any other remedy |
21 'I‘urlock may cla:.m ig due to it under the terms of the Agreement -
22 arising from or relating .to City's determlnat;.on of Project

: 23“ Energy or Ava‘iiablevEx_lergy during *a;’iy period of .determin'a’t,ion.
24 - - : | o ‘, A

25 . ' 4.4 The Paﬁ:ties intend and agree that no.thin‘g
26 herein shall_ be used to retroactively af,fec:t or adjust

27 City's ‘determination -of Excess Energy under Section 7.5 or
28 Section.7.6 of the Agreement,.ar Trﬁe—Up:Energy under A
29 ',Se"ctio_n 7.7 of the"Agi{eement... '
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GRIFFITH & MASUDA

PROFESSIONAL Law CORPORATION

. Rogeg K. Masuda %\ & 517 East Olive Street ) h&nﬁgs %33% Office
Sara J.Lima : s ‘Center
James Koontz %’Q @c) Tuxlock, Calgéorma 95380 3239 Imjin Road #122

e %) (209) 667-5501 Marina, California 93933
?\ Fax (209) 667-8176 . (831) 601-1406
W Coburn Cook, 1892-1953 }? é‘(\ ,
Lin H. Griffith; retired QQ‘& www.calwaterlaw.com rmasuda@calwaterlaw.com

@0

“Mr. Donn W. Furman, Deputy City Attorney
Office of the City Attorney

Fox Plaza, 1390 Market Street, Suite 250
San Francisco Californjia 94102-5408

April 15,2005

'Re:  Mutual Rélease Agreement between Turlock Imgatlon Dlstnct and the City and County
of San Francisco dated Apnl 15, 2005

Dear Donn

In accordance with Section 6 of the above-referenced Mutual Release Agreement,
" Turlock Irrigation District hereby withdraivs its notices of dispute and terminates, with prejudice,
- all such proceedings. with regard thereto, as to the following matters - '

1. The Notice Initiating Dispute Pursuant'to Section 23 of the Long Term Power Sales
Agreement Between the City and County of San Francisco and the Turlock Irrigation District
("LTPSA"), dated July 24, 2001, relating to disputes as to (1) whether San Francisco has been .
precluded from substantialty reahzmg the benefit of the LTPSA by an action designated in
Section 25.3 of the LTPSA and (2) whether the provisions of Section 23 or Section 25 of the
LTPSA govem the resolution of dispute.

2. The Notices of Billing Dispute pursuant to Section 17 of the LTPSA relating to

- invoices for August through November 2001, September through November 2002, and August -
through December, 2003, as described inletters to Patricia E. Martel and/or Marla Jurosek
signed by Larry Weis.

3. The Notice Initiating Dispute Pursuant to Section 17 of the L.TPSA relating toa
dispute arlsmg out of energy and capacity charges in the February 2004 invoice.

If you have any questions regardlng the foregomg, please oontact me’ at your earliest
convenience.

Smcerely,

il WY, c&\_
LTI é ; 2]’(’\?{ WM
Ftin B W

Roger K. Masuda
_ General Counsel
.«A’;o%; ";f B ~ Turlock Irrigation District



HETCH HETCHY RESERVOIR SITE

HEARING BEFORE THE COMMITTEE ON PUBLIC LANDS
UNITED STATES SENATE SIXTY-THIRD CONGRESS
FIRST SESSION ON H. R. 7207

AN ACT GRANTING TO THE CITY AND COUNTY OF SAN FRANCISCO
CERTAIN RIGHTS OF WAY IN, OVER, AND THROUGH CERTAIN
PUBLIC LANDS, THE YOSEMITE NATIONAL PARK, AND
STANISLAUS NATIONAL FOREST, AND CERTAIN LANDS
IN THE YOSEMITE NATIONAL PARK, THE STANISLAUS
NATIONAL FOREST, AND THE PUBLIC
LANDS IN THE STATE OF CALIFORNIA,

AND FOR OTHER PURPOSES
WASHINGTON
GOVERNMENT PRINTING OFFICE
1913

S25A5
1913d

Section 9 (l): That the said grantee shall, upon request, sell or supply to said irrigation districts,
and also to the municipalities within either or both said irrigation districts, for the use of any
land owner or owners therein for pumping subsurface water for drainage or irrigation, or for
the actual municipal public purposes of said municipalities (which purposes shall not include
sale to private persons or corporations) any excess of electrical energy which may be ‘
generated, and which may be so beneficially used by said irrigation districts or municipalities,
when any such excess of electric energy may not be required for pumping the water supply for
said grantee and for the actual municipal public purposes of the said grantee (which purposes
shall not include sale to private persons or corporations) at such price as will actually reimburse
the said grantee for developing and maintaining and transmitting the surplus electrical energy
thus sold; and no power plant shall be interposed on the line of the conduit except by the said
grantee, or the lessee, as hereinafter provided, and for the purposes and within the limitations
in the conditions set forth therein:

Provided, That said grantee shall satisfy the needs of the landowners in said irrigation districts
for pumping subsurface water for drainage or irrigation, and the needs of the municipalities
within such irrigation districts for actual municipal public purposes, after which it may dispose
of any excess electrical energy for commercial purposes.



PUBLIC UTILITIES COMMISSION
City and County of San Francisco

RESOLUTION NO. 15-0100

WHEREAS, Section 9(1) of the Raker Act obligates the City and County of San
Francisco to sell or supply, upon request, to the Turlock Irrigation District excess Hetch Hetchy
electrical energy for the district’s municipal public purpose and irrigation pumping needs; and

WHEREAS, On April 14, 2005 per Resolution No, 05-00535, this Commission authorized
the General Manager of the San Francisco Public Utilities Commission (SFPUC) to execute the
Amended and Restated Long Term Power Sales Agreement between the City and County of San
Francisco and the Turlock Irrigation District (ARLTPSA); and

WHEREAS, The ARLTPSA became effective on February 14, 2004 and expires on June
30, 2015; and

WHEREAS, The parties have agreed that additional time is necessary to reach final
agreement on the terms and conditions of a new agreement; now, therefore, be it

RESOLVED, That this Commission hereby approves the Extension Agreement between
the City and County Of San Francisco and the Turlock Irrigation District, and authorizes the
General Manager of the SFPUC to execute this Extension Agreement, which will terminate on
the earlier of the approval of a replacement energy sales agreement by both parties or June 30,
2016; subject to approval of the Board of Supervisors pursuant to Charter Section 9.118.

I hereby certify that the foregoing resolution was adopted by the Public Utilitles
Commission at its meeting of April 28, 2015.

/

A
/ )/ Q@/‘f 7S o

Secretary, Public Utilities Commission



PUBLIC UTILITIES COMMISSION
City and County of San Francisco

RESOLUTION NO. 05 - 0055

WHEREAS, On December 7, 2004, the Board of Supervxsars passed an ordinance
-approving the settlemert of the lawsuit fi led by San Francisco in San Francisco Superior Court
against TID seeking to validate termination of the Long Term Power Sales Agreement dated

April 1, 1988, which ordinance was subsequently approved by the Mayor on December 14, 2004;
-and

WHEREAS The ordinance authorized the City Attorney to settle ths action upon
amendment of the Long Termy Power Sales Agreement consistent with the Agreement to
Implement and Settlement Term Sheet. The Agreement to Implement provided for a 60-day
period within which the patties are to develop and negotiate the ARLTPSA. The Settlement.
Term Sheet provided that the ARLTPSA will not be executed by the Parties and will not become
binding on them until after due authorization and approval of the same has been given by each nf
the TID Board of Directors and the San Franciseo Public Utilities Commission; and

WHEREAS, execution of the Amended and Restated Long Term Power Sales Agresment
with Turlock rigation District requires the purchase of firm energy on behalf'of TID for the
etrrent fiscal year and will require a supplemental appmpnaﬁon to the departments Purchase of
Power budget; and

‘WHEREAS, The pames have ,ﬁnahzed devalopment and negotiation of the Amended and
Restated Long Term Power Salés Agreement;

RESOLVED, that the Public Utilities Commission hereby authorizes the General
Manager to execute the Amended and Restated Long Term Power Sales Agreement with the
Turlock Trigation District.

I hereby certify that the foregoing resolution was adopted by the Public Utilities
Commission at its meeting of ___.... .. April 14, 2005 _

~“Secretary, Publié U@ti@bmnﬁs:s‘ian



