CONFIDENT..,

MASTER POWER PURCHASE AND SALE AGREEMENT
COVER SHEET

This Master Power Purchase and Sale Agreement ("Master Agreement”) is made as of the following date: February
14, 2001("Effective Date"). The Master Agreement, together with the exhibits, schedules, annexes and any-written
supplements hereto, the Party A Tariff, if any, the Party B Tariff, if any, any designated collateral, credit support or
margin agreement or similar arrangement between the Parties and all Transactions (including any confirmations

accepted in accordance with Section 2.3 hereto) shall be referred to as the "Agreement.” The Parties to this Master
Agreement are the following:

Name: Morgan Stanley Capital Group Inc. (“Morgan Name: Department of Water Resources of the State of

Stanley”, “MSCGI” or “Party A™) California, separate and apart from its powers and
responsibilities with respect to the State Water
Resources Devélopment System ("Counterparty”,
"Department" or "Party B")

All Notices: All Notices:
Commodities Department, 4th Floor - California Department of Water Resources
Street: 1585 Broadway Street: 1416 Ninth Street
City: New York  Zip: 10036 City: Sacramento, CA Zip: 95814
Attn: Deborah Hart Artn: Executive Manager Power Systems
Phone: 212-761-5920 Phone: (916) 653-5913
Facsimile: 212-761-0292 Facsimile: (916) 653-0267
Duns: 080409402 Duns:
Federal Tax ID Number: - Federal Tax ID Number—
Invoices: Invoices:
Atm: James McLellan Attn: Contracts Payable
Phone: 212-761-5871 Phone: (916) 653-6404
Facsimile: 212-761-3084 Facsimile: (916) 654-9882
Scheduling: Scheduling:
Atm: 24-hour Scheduling Attn: Chief Water and Power stpatcher
Phone: 212-761-8748 ' Phone: (916) 574-2693
Facsimile: 212-761-0292 Facsimile: (916) 574-2569
Payments: Payments:
Attn; James McLellan Atmn: Cash Receipts Section
Phone: 212-761-5871 Phone: (916) 653-6892
Facsimile: 212-761-3084 Facsimile: (916) 654-9882
Wire Transfer: Wire Transfer:

Credit and Collections: ' Credit and Collections:
Attn: Anthony Lupiano Attn: Deputy Controller
Phone: 212-762-5830 Phone: (916) 653-6148 -

Facsimile: 212-762-9183 Facsimile: (916) 653-8230



With additional Notices of an Event of Default or With additional Notices of an Event of Default or

Potential Event of Default to:

Potential Event of Default to:

Attn: Legal Department (Commodities) Attn: Deputy Controller
Phone: 212-762-6841 or 8322 Phone: (916) 653-6148
Facsimile: 212-762-8831 or 8896 or 9224 Facsimile: (916) 653-8230

The Parties hereby agree that the General Terms and Conditions are incorporated herein, and to the following
provisions as provided for in the General Terms and Conditions:

Party A Tariff Tariff: FERC Dated: 6/21/1994 Docket Number: ER94-1384-000
Party B Tariff Tariff: N/A Dated: Docket Number:
Article Two

Transaction Terms and
Conditions

Optional provision in Section 2.4. If not checked, inapplicable.

Article Four

Remedies for Failure to

X Accelerated Payment of Damages. If not checked, inapplicable.

Deliver or Receive
Article Five _X Automatic Early Termination for Party A shall apply, and Section 5.2 is modified as
set forth in Article 10 below.
__Automatic Early Termination for Party A shall not apply, and Section 5.2 is modified
as set forth in Article 10 below.
_X Automatic Early Termination for Party B shall apply, and Section 5.2 is modified as
set forth in Article 10 below.
__Automatic Early Termination for Party B shall not apply, and Section 5.2 is modified as
set forth in Article 10 below.
__ Cross Default for Party A - Cross Default is modified as set forth in Article 10 below:
Events of Default; ___ Party A: Cross Default Amount:
Remedies
Other Entity: Cross Default Amount:
Morgan Stanley Dean Witter & Co. n/a

__ Cross Default for Party B - Cross Default is modified as set forth in Article 10 below:

__ PartyB: Cross Default Amount
n/a

__ Other Entity: Cross Default Amount

[ Name of Credit Support Provider ] n/a

5.6 Closeout Sctoff

__ Option A (Applicable if no other selection is made.)
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___ Option B - Affiliates shall have the meaning set forth in the Agreement unless
otherwise specified as follows: The definition of “Affiliate” is amended as set forth in
Article 10 below. Option B is amended as set forth in Article 10 below.

X Option C (No Setoff)
__ Option D (Broad Setoff), as inserted in Article 10 below — Affiliates shall have the

meaning sct forth in the Agreement unless otherwise specified as follows: The
definition of “Affiliate” is amended as set forth in Article 10 below.

Article 8 8.1 Party A Credit Protection:

Credit and Collateral

Requirements (a) Financial Information:
X Option A
__ Option B Specify: Financial statements for:
___ Option C Specify:

(b) Credit Assurances:
X Not Applicable
_ Applicable

(¢) Collateral Threshold:

X Not Applicable

_ Applicable

If applicable, complete the following:

Party B Collateral Threshold: $ ; provided, however, that Party B's Collateral
Threshold shall be zero if an Event of Default or Potential Event of Default with respect to
Party B has occurred and is continuing.

Party B Independent Amount: $

Party B Rounding Amount: $

Party B Minimum Transfer Amount: $
(d) Downgrade Event:
X Not Applicable
__ Applicable
If Downgrade Event applicable, complete the following:
It shall be a Downgrade Event for Party B only in any one or more of the following

circumstances:

Other:
Specify:

(¢) Guarantor for Party B
Guarantee Amount:
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8.2 Party B Credit Protection:

(a) Financial Information:

___ Option A
X Option B Specify: Financial statements for Morgan Stanley Dean Witter & Co.
___ Option C Specify:

(b) Credit Assurances:
X Not Applicable
_ Applicable

(¢) Collateral Threshold:
X Not Applicable
_ Applicable

If applicable, complete the following:
Party A Collateral Threshold: $ ; provided, however, that Party A's Collateral
Threshold shall be zero if an Event of Default or Potential Event of Default with respect to

Party A has occurred and is continuing.

Party A Independent Amount: $

Party A Rounding Amount: $

Party A Minimum Transfer Amount: $

(d) Downgrade Event:
X Not Applicable
__ Applicable

If applicable, complete the following:

It shall be a Downgrade Event for Party A only if Morgan Stanley Dean Witter &
Co.’s Credit Rating falls below BBB- from S&P or Baa3 from Moody's or if the
unsecured, senior long-term debt obligations of Morgan Stanley Dean Witter & Co.
ceases to be rated by either S&P or Moody's.

_ Other:
Specify:

(e) Guarantor for Party A:
Guarantee Amount:

Article 10
Confidentiality X Confidentiality Applicable ¢ If not checked, inapplicable.
Schedule M _ Party A is a Governmental Entity or Public Power System

X Party B is a Governmental Entity or Public Power System
__ Add Section 3.6. If not checked, inapplicable
Add Section 8.4. If not checked, inapplicable
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Other Changes: X Specify, if any: Yes. the following changes shall be applicable:

I. Modifications to General Terms and Conditions.

A. General Definitions.

1.  Section 1.1 is amended by inserting at the end thereof the following:
“, provided, however, that in the case of MSCGI, the term “Affiliate” shall not
include Morgan Stanley Derivative Products Inc.”

2. Section 1.27 is amended by inserting the phrase “and in an amount” in the third line
after the word “form” and before the word “acceptable”.

3. Section 1.3 is amended by (a) deleting in its entirety the definition of "Bankrupt" and
(b) inserting in its place the following new definition:

1.3 "Bankrupt" means the Defaulting Party or any Credit Support Provider of such

Party:

@

(i)

(iii)

(iv)

Y

(vi)

(vii)

(viii)
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Is dissolved (other than pursuant to a consolidation,
amalgamation or merger);

Becomes insolvent or is unable to pay its debts or fails or
admits in writing its inability generally to pay its debts as they
become due;

Makes a general assignment, arrangement or composition with
or for the benefit of its creditors;

Institutes or has instituted against it a proceeding seeking a
judgment of insolvency or bankruptcy or any other relief under
any bankruptcy or insolvency law or other similar law affecting
creditor's rights, or a petition is presented for its winding-up or
liquidation;

Has a resolution passed for its winding-up, official management
or liquidation (other than pursuant to a consolidation,
amalgamation or merger);

(A) secks or becomes subject to the appointment of an
administrator, provisional liquidator, conservator, receiver,
trustee, custodian or other similar official for it or for all or
substantially all its assets, or (B) in the case of the Department,
(1) there shall be appointed or designated with respect to it, an
entity such as an organization, board, commission, authority,
agency or body to monitor, review, over-see, recommend or
declare a financial emergency or similar state of financial
distress with respect to it or (2) there shall be declared or
introduced or proposed for consideration by it or by any
legislative or regulatory body with competent jurisdiction over
it, the existence of a state of financial emergency or similar
state of financial distress in respect of it;

Has a secured party take possession of all or substantially all of
its assets, or has a distress, execution, attachment, sequestration
or other legal process is levied, enforced or sued on or against
all or substantially all its assets;

Causes or is subject to any event with respect to it which,
under the applicable laws of any jurisdiction, has an analogous



effect to any of the events specified in clauses one to seven
inclusive; or

(ix) Takes any action in furtherance of, or indicating its consent to,
approval of, or acquiescence in, any of the foregoing acts.

4. Section 1.11 is amended by adding the following sentence at the end thereof:

"The Non-Defaulting Party shall use commercially reasonable efforts to mitigate or
eliminate these Costs."

5. Section 1.51 is amended by (a) inserting the phrase “for delivery” in the second line
after the word “purchases” and before the phrase “at the Delivery Point”, and (b)
deleting the phrase “at Buyer’s option” in the fifth line and inserting in their place the
following: “absent a purchase”.

6.  Section 1.53 is amended by (a) deleting the phrase “at the Delivery Point” in the
second line, and (b) deleting the phrase “at Seller’s option™ in the fifth line and
inserting in their place the following: “absent a sale”.

7. Article One is further amended by inserting at the end thereof the following new
definitions as subsection 1.62 - 1.70:

1.62 "Bond" means any bond, note or similar instrument issued by the Department
the proceeds of which are deposited into the Fund.

1.63 "Fund" means the Department of Water Resources Electric Power Fund
established by Section 80200 of the Water Code.

1.64 “Market Quotation Average Price” shall mean the average of the good faith
quotations solicited from not less than three (3) Reference Market-makers; provided,
however, that the Party soliciting such quotations shall use commercially reasonable
efforts to obtain good faith quotations from at least five (5) Reference Market-makers
and, if four (4) or more such quotations are obtained, the Market Quotation Average
Price shall be determined disregarding the highest and lowest quotations.

1.65 "Market Value" shall have the meaning set forth in Section 5.3.

1.66 "Per Unit Market Price" means the applicable price per MWh determined in
accordance with Section 5.3.

1.67 "Reference Market-maker” means any marketer, trader or seller of or dealer in
firm energy products whose long-term unsecured senior debt is rated BBB or better
by Standard & Poor's and Baa2 or better by Moody's Investor Services.

1.68 “Replacement Contract” means a contract having a term, quantity, delivery
rate, delivery point and product substantially similar to the remaining Term, quantity,
delivery rate, Delivery Point and Product to be provided under this Agreement.

1.69 "2001A Transaction" means the Transaction described in the attached
Confirmation dated February 16, 2001.

1.70 "Trust Estate" means all revenues under any obligation entered into, and rights
to receive the same, and moneys on deposit in the Fund and income or revenue
derived from the investment thercof.

B. Transaction Terms and Conditions.

1. The 2001A Transaction shall be in writing, and this Master Agreement may not be
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orally amended or modified, including by a Recording pursuant to Section 2.5.

2. Section 2.2 is amended by inserting at the end thereof the following: “Notwithstanding
the foregoing, the 2001 A Transaction shall be treated as a stand-alone Transaction
and accordingly, (a) provisions in the Master Agreement referring to offsetting or
netting multiple Transactions shall not be applicable to the 2001 A Transaction, and
(b) an Event of Default or Potential Event of Default with respect to any Transaction
other than the 2001 A Transaction shall not affect the 2001 A Transaction. Except for
the attached Confirmation dated February 16, 2001, no provision of any Confirmation
entered into pursuant to Section 2.4 shall effect the 2001 A Transaction.”

C. Events of Default; Remedies.

1. Section 5.1 (¢) is deleted in its entirety.

2. Section 5.1 (f) is amended by inserting the phrase "(or, without limiting the foregoing,
in the case of the Department, an entity such as an organization, board, commission,
authority, agency or body succeeds to the principal functions of, or powers and duties
granted to, the Department generally or with respect to the Fund)" between the words
"another entity" and the word "and" in the second line thereof; Section 5.1 (f) is
further amended by adding the phrase "or in the case of the Department, the Fund or
other sources of payment for the obligations of the Department are no longer available
for the satisfaction of such resulting, surviving, transferee or successor entity's
obligations to the Seller;" at the end thereof.

3. Section 5.2 is deleted in its entirety and replaced with the following:

5.2A "Effect of Event of Default." If at any time an Event of Default with respect to a
Defaulting Party has occurred and is continuing, the Non-Defaulting Party may do one
or more of the following: (a) withhold any payments due to the Defaulting Party under
this Agreement; (b) suspend performance due to the Defaulting Party under this
Agreement; and/or (¢) by giving not more than twenty (20) days notice, designate a
day not earlier than the day such notice is effective as a date (the "Early Termination
Date") for the termination of this Agreement and in respect of all outstanding
Transactions (each referred to as a "Terminated Transaction"). If, however,

" Automatic Early Termination" is specified in the Cover Sheet as applying to the
Defaulting Party, then an Early Termination Date in respect of all outstanding
Transactions shall occur immediately upon the occurrence with respect to the
Defaulting Party of an Event of Default specified in the following clauses of the
definition of "Bankrupt": (i), (iii), (v), (vi) or, to the extent analogous thereto, clause
(viii), and as of the time immediately preceding the institution of the relevant
proceeding or the presentation of the relevant petition upon the occurrence with
respect to the Defaulting Party of an Event of Default specified in clause (iv) or, to the
extent analogous thereto, clause (viii). If an Early Termination Date occurs as a result
of such automatic early termination, the Defaulting Party shall fully indemnify, to the
extent permitted by law, the Non-Defaulting Party on demand against all expense,
loss, damage or liability that the Non-Defaulting Party may incur in respect of this
Agreement and cach Transaction as a consequence of movements in commodity,
exchange or other relevant rates or prices or Costs between the Early Termination
Date and the Business Day on which the Non-Defaulting Party first becomes aware
that the Early Termination Date has occurred.

4. 52B "Termination Payment." Upon the occurrence or designation of an Early
Termination Date the Non-Defaulting Party shall calculate, in a commercially
reasonable manner, and be entitled to, a payment (the "Termination Payment") which
shall be the aggregate of the Market Values and Costs for each Terminated
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Transaction, calculated in accordance with Section 5.3. The Non-Defaulting Party
shall determine the Termination Payment for each Terminated Transaction as of the
relevant Early Termination Date, or if that is not reasonably practicable, as of the
carliest date thereafter as is reasonably practicable. The Termination Payment shall be
paid no later than one hundred cighty (180) days after receipt of written notice of the
amount of the Termination Payment, provided that interest on the Termination
Payment shall accrue at the Interest Rate from the Early Termination Date until the
Termination Payment is finally and completely paid.

1. Section 5.3 is replaced in its entirety by the following:

"5.3. Termination Payment Calculations. The Non-Defaulting Party shall calculate
the Termination Payment as follows:

(@)

(@)

(@)

(d

©
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Market Value shall be (i) in the case Party B is the Non-Defaulting Party, the
present value of the positive difference, if any, of (A) payments under a
Replacement Contract based on the Per Unit Market Price, and (B) payments
under this Agreement, or (ii) in the case Party A is the Non-Defaulting Party,
the present value of the positive difference, if any, of (A) payments under
this Agreement, and (B) payments under a Replacement Contract based on
the Per Unit Market Price, in cach case using the Present Value Rate as of
the time of termination (to take account of the period between the time notice
of termination was effective and when such amount would have otherwise
been due pursuant to the relevant transaction). The "Present Value Rate"
shall mean the sum of 0.50% plus the yield reported on page "USD" of the
Bloomberg Financial Markets Services Screen (or, if not available, any other
nationally recognized trading screen reporting on-line intraday trading in
United States government securities) at 11:00 am. (New York City, New
York time) for the United States government securities having a maturity that
matches the average remaining term of this Agreement. It is expressly agreed
that the Non-Defaulting Party shall not be required to enter into a
Replacement Contract in order to determine the Termination Payment.

To ascertain the Per Unit Market Price of a Replacement Contract with a
term of less than one year, the Non-Defaulting Party may consider, among
other valuations, quotations from leading dealers in energy contracts, the
settlement prices on established, actively traded power exchanges, other
bona fide third party offers and other commercially reasonable market
information.

To ascertain the Per Unit Market Price of a Replacement Contract with a
term of one year or more, the Non-Defaulting Party shall use the Market
Quotation Average Price; provided, however, that if there is an actively
traded market for such Replacement Contract or if the Non-Defaulting Party
is unable to obtain reliable quotations from at least three (3) Reference
Market-makers, the Non-Defaulting Party shall use the methodology set forth
in paragraph (b).

In no event, however, shall a party's Market Value or Costs include any
penalties, ratcheted demand charges or similar charges imposed by the Non-
Defaulting Party.

If the Defaulting Party disagrees with the calculation of the Termination
Payment, then, pending resolution of the dispute, the Defaulting Party shall
nevertheless pay the full amount (with interest, as set forth above) of the
Termination Payment calculated by the Non-Defaulting Party no later than



one hundred cighty (180) days after receipt of written notice of an Early
Termination Date.

D. Credit and Collateral Requirements.

1. Sections 8.1(b), 8.1(c), 8.1(d), 8.2(b), 8.2(¢c), and 8.2(d) arc amended by deleting
such sections and substituting therefor, "[Intentionally Omitted]".

2. Section 5.4 is amended by deleting the last sentence in its entirety.

3. Sections 5.5, 5.6, 6.7 and 6.8 are amended by deleting such sections and substituting
therefor, "[Intentionally Omitted]."

E. Miscellaneous.

1. Section 10.1 amended by adding the following at the end thereof: "The 2001A
Transaction shall terminate on the day following the last day of the Delivery Period,
unless terminated sooner pursuant to the express provisions of this Agreement or as a
result of an Event of Default, or unless expressly agreed to by the Parties in writing."

2. Section 10.2(viii) is hereby amended by adding at the end thereof: “; it is understood
that information and explanations of the terms and conditions of a Transaction shall
not be considered investment or trading advice or a recommendation to enter into that
Transaction; no communication (written or oral) received from the other party shall be
deemed to be an assurance or guarantee as to the expected results of that Transaction;
and the other party is not acting as a fiduciary for or an adviser to it in respect of that
Transaction;”

3. Party B shall not be deemed to make the representations set forth in clauses (ix) and
(xi) of Section 10.2.

4. Section 10.4 is amended by inserting the phrase "to the extent permitted by law" at the
beginning of the first two sentences thereof.

5. In Section 10.5, the phrase "either Party may, without the consent of the other Party
(and without relieving itself from liability hereunder)" shall be replaced with "Party A
(or, with respect to clause (i) or (iv), Party B) may, without the consent of the other
Party" and add the following clause (iv) in the first proviso in Section 10.5: "or (iv)
transfer and assign all of its right, title and interest to this Agreement and the Fund to
another governmental entity created or designated by law to carry out the rights,
powers, duties and obligations of the Department under the Act;"

6. Section 10.6 is amended by deleting "New York" and replacing it with "California."

7. The phrase "Except to the extent herein provided for," shall be deleted from the fourth
sentence of Section 10.8, and the phrase "and this agreement may not be orally
amended or modified, including by Recording pursuant to Section 2.5" shall be added
to the end of such fourth sentence.

8. Section 10.9 is amended by inserting the phrase “copies of” in the second line
between the phrase “to examine” and the phrase “the records”.
9. Section 10.11 is amended:

(a) by inserting in the third line thereof the phrase “or the completed Cover Sheet to,
or any annex to, this Master Agreement” between the phrase “this Master Agreement”
and the phrase “to a third party”;
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(b) by inserting the proviso "provided, further, that either Party may publicly disclose
the type and quantity of Product(s), the pricing of such Product(s) and the term
(duration) of the Agreement or any Transaction." at the end of the first sentence.

(c) by inserting the phrase “or the Party’s Affiliates” between the phrase “(other than
the Party’s” at the end of the third line thereof and the phrase “employees, lenders,
counsel” at the beginning of the fourth line thereof;

(d) by deleting the phrase “have agreed to” in the fifth line, and inserting in its place
the phrase “who the Party is satisfied will”;

(e) by inserting the phrase “or request by a regulatory authority “in the seventh line

between the phrase “court or regulatory proceeding “and the phrase “; provided,
however, each Party shall,”.

10. New Section 10.12 is added:

"10.12. No Retail Services; No Agency. (a) Nothing contained in this
Agreement shall grant any rights to or obligate Party A to provide any services
hereunder directly to or for retail customers of any person. (b) In performing their
respective obligations hereunder, neither Party is acting, or is authorized to act, as
agent of the other Party."

11. New Section 10.13 is added:

"10.13. Termination Without Recourse. In addition to any other termination
rights herein, Party A shall have the right, but not the obligation, to terminate the
2001A Transaction without recourse against Party B for any Termination Payment or
other costs and without any further obligation or liability of either Party A or Party B,
upon the occurrence of cither of the following: (a) Party B fails, on or before July 1,
2001, (i) to issue the Bonds, or (ii) to obtain a rating on the Bonds of either Baa3 or
better by Moody's, or BBB- or better by S&P; or (b) Party B fails to maintain at least
one of said ratings at any time thereafter and such failure continues for 30 or more
consecutive days. If Party B determines for any reason not to rely on the ratings on
the Bonds, including, but not limited to, any determination not to issue the Bonds, and
Party B gives Party A written notice of such determination on or before July 1, 2001,
the foregoing sentence shall not apply and instead, in addition to any other termination
rights herein, Party A shall have the right, but not the obligation, to terminate the
2001A Transaction without recourse against Party B for any Termination Payment or
other costs and without any further obligation or liability of either Party A or Party B,
upon the occurrence of either of the following: (a) Party B's failure, on or before July
1, 2001, to obtain a rating based on the ability of the Fund to pay its obligations under
the Agreement of cither Baa3 or better by Moody's, or BBB- or better by S&P, or (b)
Party B's failure to maintain at least one of said ratings thereafter and such failure
continues for 30 or more consecutive days."

Amendments to Schedule M.
Schedule M is amended as follows:
1. In Section A, "Act" shall mean Division 27 (section 80000 ef seq.) of the Water Code.

2. "Special Fund" shall mean the Fund.

3. In Section A, the defined term "Governmental Entity or Public Power System" shall
be replaced with the term "Governmental Entity" which shall have the following

10
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definition: "'Governmental Entity' means the State of California Department of Water
Resources separate and apart from its powers and responsibilities with respect to the
State Water Resources Development System"; and all references to (A)
"Governmental Entity or Public Power System" (and cognates) and (B) "Public Power
System" (and cognates) in Schedule M shall be replaced with the new defined term
"Governmental Entity" (using the applicable cognate).

4. In Section C, add the following at the end thereof: (viii) the payments due to MSCGI
hereunder shall be treated as "costs of electric power" as set forth in Section
80200(b)(1) of the State Water Code, and shall be payable from the Fund prior to
payment of any other amounts for which payment is authorized by Section
80200(b)(2)-(4) of the State Water Code, including, but not limited to: (a) the pooled
mongey investment rate on funds advanced for electric power purchases prior to the
receipt of payment for those purchases by the purchasing entity; (b) payment of any
bonds or other contractual obligations authorized by the Act; (¢) repayment to the
State General Fund of appropriations made to the Fund pursuant to the Act or made
hereafter for purposes of the Act and (d) repayment to the State General Fund of
moneys expended by the Department pursuant to the Governor’s Emergency
Proclamation dated January 17, 2001; and (ix) as of the Effective Date, Party B has
not provided in any power purchase agreement for which power is payable from the
Trust Estate for (a) collateral or other security or credit support with respect thereto,
(b) a pledge, lien or assignment of the Trust Fund for the payment thereof, or (¢)
payment priority with respect thereto superior to that of Party A."

5. In Section D, delete Section 3.5 and replace it with the following:

Section 3.5 No Immunity Claim. California law authorizes suits based on contract
against the State or its agencies, and Party B agrees that it will not assert any
immunity it may have as a state agency against such lawsuits filed in state court.

6. In Section G, specify that the laws of the State of California will apply.

7. Add a new Section H, which shall read as follows:

"Section 3.8. Payments Under Agreement an Operating Expense. Payments under this
Agreement shall constitute an operating expense of the Fund payable prior to all

bonds, notes or other indebtedness secured by a pledge or assignment of the Trust
Estate or payments to the general fund.”

8. Add anew Section I, which shall read as follows:

"Section 3.9. Rate Covenant: No Impairment. In accordance with Section 80134 of
the Water Code, Party B covenants that it will, at least annually, and more frequently
as required, establish and revise revenue requirements sufficient, together with any
moneys on deposit in the Fund, to provide for the timely payment of all obligations
which it has incurred, including any payments required to be made by Party B
pursuant to this Agreement. As provided in Section 80200 of the Water Code, while
any obligations of Party B pursuant this Agreement remain outstanding and not fully
performed or discharged, the rights, powers, duties and existence of Party B and the
Public Utilities Commission shall not be diminished or impaired in any manner that
will affect adversely the interests and rights of the Seller under this Agreement."

9. Add anew Section J, which shall read as follows:

11
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"Section 3.10. No More Favorable Terms. Party B shall not provide, in any power
purchase agreement for which power is payable from the Trust Estate, for (i) collateral
or other security or credit support with respect thereto, (ii) a pledge or assignment of
the Trust Estate for the payment thereof, or (iii) payment priority with respect thereto
superior to that of Party A, without in each case offering such arrangements to Party
A"

10. Add a new Section K, which shall read as follows:

"Section 3.11. Sources of Payment: No Debt of State. Party B's obligation to make
payments hereunder shall be limited solely to the Fund. Any liability of Party B
arising in connection with this Agreement or any claim based therecon or with respect
thereto, including, but not limited to, any Termination Payment arising as the result of
any breach or Potential Event of Default or Event of Default under this Agreement,
and any other payment obligation or liability of or judgment against Party B
hereunder, shall be satisfied solely from the Fund. NEITHER THE FULL FAITH
AND CREDIT NOR THE TAXING POWER OF THE STATE OF CALIFORNIA
ARE OR MAY BE PLEDGED FOR ANY PAYMENT UNDER THIS
AGREEMENT. Revenues and assets of the State Water Resources Development
System shall not be liable for or available to make any payments or satisfy any
obligation arising under this Agreement."

11. Add a new Section L, which shall read as follows:

"Section 3.12. Application of Government Code and the Public Contracts Code. Party
A has stated that, because of the administrative burden and delays associated with

such requirements, it would not enter into this Agreement if the provisions of the
Government Code and the Public Contracts Code applicable to state contracts,
including, but not limited to, advertising and competitive bidding requirements and
prompt payment requirements would apply to or be required to be incorporated in this
Agreement. Accordingly, pursuant to Section 80014(b) of the Water Code, Party B
has determined that it would be detrimental to accomplishing the purposes of Division
27 (commencing with Section 80000) of the Water Code to make such provisions
applicable to this Agreement and that such provisions and requirements are therefore
not applicable to or incorporated in this Agreement."
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IN WITNESS WHEREOF, the Parties have caused this Master Agreement to be duly executed as of the date first
above written. '

Party A: MORGAN STANLEY CAPITAL Party B: DEPARTMENT OF WATER

GROUP INC. RESOURCES, STATE OF CALIFORNIA
Separate and apart from its powers and’
responsibilities with respect to the State
Water Resources Development System

o Libitinh A Bk o LY DS
Name: /DLbo.’LM[ L M’Av’% Name: /74[ vy, [;ﬂ-[
Tite: __VA0L "t;’u-m‘cw"* : Tide: ___DEPUTV ,'Dm_eéroz—

DISCLAIMER: This Master Power Purchase and Sale Agreement was prepared by a committee of
representatives of Edison Electric Institute ("EEI") and National Energy Marketers Association ("NEM")
member companies to facilitate orderly trading in and development of wholesale power markets. Neither
EEI nor NEM nor any member company nor any of their agents, representatives or attorneys shall be
responsible for its use, or any damages resulting therefrom. By providing this Agreem«nt EEI and NEM do
not offer legal advice and all users are urged to consult their own legal counsel to ensure that their
commer¢ial objectives will be achieved and their legal interests are adequately protected.
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WAIVER

Tn connection with the recently completed sale (the “Transaction”) by Morgan Stanley
Capital Group Inc. (“MSCG") to the California Department of Water Resources
(“*CDWR™) with a trade date of February 14, 2001, and documented under the Edison
Electric Institute Master Power Purchase & Sale Agreement, dated as of February 14,
2001 (including the Cover Shest thersto, the “EEI Master™), MSCG hercby reyuests that
CDWR waive the confidentiality provisions of Section 10.11 of the EEI Master for the
limited purpose of permitting MSCG to discuss the Transaction with one or more
insurance brokers or other financial institutions for the purpose of obtaining through such
entities a surety bond or other risk management product to cover the performance of
CDWR under U EEI Master. As a condition of this waiver, MSCG agrees to obtain
written assurances from the insurance brokers or other financial institutions that all
information regarding the Transaction disclosed to then by MSCG will be held
confidential. MSCG respectfully requests that COWR agree to and acknowledge its
waiver of Section 10.11 by executing this Waiver in the space provided below.

Y CAPITAL GROUP INC.

By | W. .
Its: “VICE PRESIDENT

AGREED AND ACKNOWLEDGED:
CALIFORNIA DEPARTMENT OF WATER RESOURCES .

A Diond,
¥ el o
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Morgan Stanley Capital Group Inc. . :
1585 Broadway, 4* Floor
New York, NY 10036

February 15, 2001

‘Department of Water Resources, o .
State of California : *
Attm:  Mr. Peter Garrison

Fax: 916-574-2569

MS Reference: ¢135503
Trade Date:  February 14, 2001

This Confirmation confirms the terms of Morgan Stanley Capital Group Inc.'s ("MSCG") sale of
firm energy to the Department of Water Resources, State of California, (CDWR). MSCG and
Counterparty are sometimes referred to individually as & "Party” or collectively as the "Parties.”

Purchaser: ' CDWR : .

Seller. MSCG CON/: IDENH
Term: February 15, 2001 through December 31,2005 _ : A[
Delivery. Monday through Sunday, HE 0100 through HE 2400 Pacific Prevailing

Time, including NERC holidays. (7 x 24).
Contract Quentity: 50 MW hours of CAISO Firm Energy per hour.
Delive'ry Point(s): SOUTH PATH 15, SC to SC transfer within the congestiqﬁ zone.
Energy Price: . $95.50 per MWhr |

CAISO Firm Energy: “ California Independent System Operation (CAISO) Firm Energy”
means a product under which the Seller shall sell and the Buyer shall purchase a quantity of
energy equal to the hourly quantity without Ancillary Services (as defined in the CAISO Tariff)
that is or will be scheduled as a schedule coordinator to schedule coordinator transaction pursuant
to the applicable tariff and protocol provisions of the CAISO, as amended from time to time, the
“Tariff”, for which the only excuse for failure to deliver or receive is an “Uncontrollable Force™
(as defined in the Tariff) called by the CAISO in accordance with thie terms in the Tariff.

Scheduling: All scheduling to be completed within CAISO guidelines.

Special Conditions:  The parties agree to notify each other as soon as posﬁible ofany
interruption or curtailment affecting this transaction. '

Morgan Stanley Real-Time Communications and Scheduling:
212-761-8748 Office
212-761-0292 Fax

v



CCOFDENIAL (o L

This Confirmation Letter part of and subject to the terms and conditions of the EEI Master Power
Purchase and Sale Agreement dated as of February 14, 2001.

Please confirm that the terms stated herein accurately reflect the agreement reached between

CDWR and MSCG by returning an executed copy of this Confirmation Letter. (Fax: 212-761<
0292)

Mofgazi Stanley Capital Group Inc. Department of Water Resources,

[y State of California
Lban ol 34
Deborah L. Hart Name:_m

Vice President Title z ‘ .,D J/Qr?(

Date: 3’7/7’{0 !

February 15, 2001




