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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.
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"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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