Attachment I: Purchase and Sale Agreement Term Sheet (Buyout Option)                                                                                                                                                                            
KEY COMMERCIAL TERMS FOR THE OPTION 

TO ACQUIRE A RENEWABLE GENERATING FACILITY
CONFIDENTIAL SUMMARY OF PRINCIPAL COMMERCIAL TERMS

This Key Commercial Terms for the Option to Acquire a Renewable Generating Facility (“Term Sheet”) is the “Term Sheet” referred to in Section III of the protocol (the “Protocol”) for Pacific Gas and Electric Company’s 2008 Renewables Portfolio Standard Solicitation dated [TBD] (“Solicitation”).  This Term Sheet supplements the power purchase agreement (“PPA”), in one of the forms attached to the Protocol as Attachment G or  H, which Seller shall commit to as part of the Solicitation.  All capitalized terms not defined herein shall have the meaning set forth in the Protocol.
	Seller:
	[Name of Respondent] (“Seller”)

	Buyer:
	Pacific Gas and Electric Company (“PG&E”)

	Base Transaction:

	The Seller will commit under a PPA to develop the generating facility (the “Project”) offered in the RFO and shall submit all documents in the RFO relevant to the PPA and this Term Sheet. PG&E shall have the right, but not the obligation, to purchase the Project (the “Option”) during the sixth or eleventh Contract Year of the Delivery Term (as such terms are defined  in the PPA) by exercising the Option at the end of the fifth Contract Year of the Delivery Term (as such terms are defined in the PPA) (the “5 Year Option”) or at the end of the tenth Contract Year of the Delivery Term (as such terms are defined in the PPA) (the “10 Year Option”), respectively. The Option shall expire at 11:59 p.m. Pacific Prevailing Time on the last Business Day (as defined in the PPA) of the fifth or tenth Contract Year (as defined in the PPA) (the “Option Expiration Deadline”), as applicable. If PG&E elects to exercise the Option, it shall do so by providing Seller written notice of its intention to purchase the Project in accordance with the PPA, prior to the Option Exercise Deadline. The Option shall terminate upon the occurrence of either of the following events: (a) PG&E provides written notice to Seller rejecting the exercise of the Option, or (b) the Option expires without being exercised. 
 If PG&E elects to exercise the Option, and subject to the satisfaction of the conditions precedent to PG&E’s exercise of the Option, as provided below, at the closing of the purchase and sale transaction contemplated hereby (the “Closing”), the Seller will sell, transfer, assign and deliver the Project to PG&E, and PG&E will purchase and accept the Project and pay to the Seller the Option Price.  Transfer of title to the Project and its components shall be effected by appropriate instruments, including a deed, bill of sale, and assignment agreements.  At PG&E’s election, in lieu of purchasing the various assets comprising the Project, it may purchase the entire ownership interest in a special-purpose entity owning the Project (the “Project Company”), and, if necessary, the Seller will be responsible for causing all such assets to be transferred to the Project Company prior to the Closing at no cost or expense to PG&E or the Project Company. The date on which the Closing occurs shall be known as the “Closing Date.”

	Buyout Option (check the applicable option):

Option Price:
	5 Year Option  __                          10 Year Option  ___

The aggregate price to be paid by PG&E for the Project at the Closing shall be $_____________ (as the same may be adjusted as provided below, the “Option Price”).  The Option Price shall be paid by wire transfer in immediately available funds.  

	
	

	Project Financing:
	If the Project is to be financed on a limited recourse “project finance” basis, the Seller shall cause the terms of any such financing to provide that, at PG&E’s election, it may in its sole discretion assume such financing at no cost.  If PG&E does not elect to assume any such financing, any liens on the Project associated with such financing must be released prior to the Project’s being transferred to PG&E at the Closing.

	Guarantees by the Seller: 
	In addition to the requirements in the performance requirements in the PPA,  Seller shall provide the following guarantees: [PERFORMANCE GUARANTEES WILL BE IDENTIFIED AS APPROPRIATE FOR SELECTED TECHNOLOGY]:
Guaranteed Emissions Limits: The emissions of the Project shall not exceed [identify any applicable emissions (including noise) and limits], and shall in any event comply with all applicable laws and permits.  [To be developed further based on Project’s technology type.]


	Maintenance Obligation: 

Operation and Maintenance Agreement:

Option Price Reductions for Failure to Achieve Guarantees:
Fuel Supply, if applicable:
	[This provision shall govern Seller’s obligation to maintain the Project beyond the general “Standard of Care” provision provided in the PPA, until such time as the Project may be purchased by Buyer.  This provision will be developed based on the Project’s technology] 
[To be developed further based on Project’s technology type.]
For each megawatt (“MW”) by which average net electrical output during the Performance Test (as will be developed based on Project’s technology type) is less than the Contract Capacity specified in the PPA, the Option Price will be reduced by $_______  [To be determined based upon proposed technology and product type.]
[OTHER PURCHASE PRICE REDUCTION PROVISIONS WILL BE IDENTIFIED AS APPROPRIATE BASED ON GUARANTEED PERFORMANCE VALUES]

[To be developed further if applicable to Project]


	Seller’s Extended Warranties:
	The Seller shall provide at least the following warranties (collectively, the “Extended Warranties”) with respect to the Project commencing on the Closing Date:

General Warranty:  [To be developed further based on Project’s technology type and duration of Option.]
All materials, equipment and systems incorporated into the Project shall be free of defects and deficiencies in materials, assembly and workmanship when installed, suitable for use under the climatic and normal operating conditions extant at the site of the Project, and otherwise consistent with and in compliance with the proposed design of the Project, as provided in the PPA (“Required Design”).  The construction, procurement and installation services included in the Project shall be performed with the Seller’s and the EPC Contractor's best skill and judgment, in a good and workmanlike manner and shall otherwise be consistent with and in compliance with the Required Design.  The completed Project shall perform its intended functions as a complete, integrated operating system as shall be explicitly described in the PPA.  If PG&E notifies the Seller in writing during the General Warranty Period (as defined below), or no later than thirty (30) days after the expiration of the General Warranty Period, that a breach of the foregoing warranty has occurred during the General Warranty Period, the Seller shall correct (or cause to be corrected) the defects and deficiencies promptly at no cost to PG&E.  The Seller's obligation to correct defects and deficiencies shall include labor, parts, transportation, factory repair and testing, dismantling, re‑erecting, re‑testing and commissioning.  The “General Warranty Period” shall be one (1) year from the Closing Date, and if a component of the Project is altered, repaired or replaced pursuant to this warranty, one (1) year from the date of each such alteration, repair or replacement, as the case may be, regardless of number.  The terms “defects” and deficiencies” shall not include damage arising from PG&E’s misuse or negligence, acts of God or normal wear and tear.
Seller’s obligations with respect to Extended Warranties shall be supported by cash or a letter of credit, in a form and from an issuing bank acceptable to PG&E in its sole discretion.
At PG&E’s election, the Seller shall arrange for (or enter into and assign to PG&E at the Closing) long-term service agreements with respect to major Project equipment on terms acceptable to PG&E. 


	Conditions for Option Exercise:
	Seller agrees that prior to Buyer’s exercise of the Option Seller will agree to satisfy certain conditions, as requested by Buyer, including but not limited to the following:

1. Completion of a Performance Test (as will be developed based on the Project’s technology type) in which the Performance Guarantees are achieved.

2. Delivery to PG&E of an as-built survey of the Project site and as-built drawings for the Project, completed operating manuals for the Project and its major components, and recommended operating and maintenance procedures.  

3. Completion of a program in which employees of PG&E are trained by the Seller (or its qualified designee) in the operation and recommended maintenance of the Project or transfer of Seller’s employees to PG&E for use in operation and maintenance of the Project, at PG&E’s option.
4. The absence of any condition that would render the Project incapable of being operated as an integrated whole to produce renewable energy and other electrical products consistent with the Project’s approved design.

5. Receipt of all approvals necessary for the transfer of same and the Project Company, if applicable, to PG&E.

6. Receipt of all consents and approvals required for the Seller’s sale and transfer to PG&E of the Project and the Project Company, if applicable.

7. Assets to be transferred to PG&E shall be free and clear of all liens and encumbrances, other than immaterial liens arising in the ordinary course of business that are satisfactory to PG&E in its sole discretion.

8. Absence of lawsuits or administrative proceedings (pending or threatened) (a) to restrain or prohibit, or to obtain damages or other relief in connection with, the PPA or any rights, assets or contracts to be transferred to PG&E under the PPA, or the consummation of the transactions contemplated by the PPA or any contracts to be transferred to PG&E under the PPA, or (b) that, if successful, could result in a material adverse effect on PG&E, the Project or PG&E’s ability to operate the Project as contemplated.

9. Accuracy of the Seller’s representations and warranties in the PPA.

10. Absence of any breach by the Seller of its covenants and agreements in the PPA.

11. Payment in full by the Seller of any amounts owed pursuant to the terms of the PPA.

12. Evidence of the Project’s certification as an ERR from the CEC, including a certificate from the CEC.
13. Access by PG&E to relevant records, data, and the Project in order to facilitate PG&E’s due diligence review of the Project.

	Indemnities:
	Each of the Seller and PG&E shall provide customary indemnities regarding its breach of representations, warranties and covenants made in the PPA.  In addition, the Seller shall indemnify PG&E against claims and liabilities relating to the Project and the Seller for periods prior to and including the Closing Date (including, without limitation, indemnities with respect to potential environmental and remediation liabilities, tax liabilities (including any tax gross up incurred in connection with the sale of the Project to PG&E), claims by third parties in respect of contract, tort and other liabilities, and liabilities arising under the Seller’s agreements with the parties providing debt or equity financing for the Project). 

	Taxes:
	As between the Seller and PG&E, the Seller shall be responsible for payment of any sales and transfer taxes applicable to sale of the Project to PG&E.

	
	

	Effect of Term Sheet; Non-Inclusive; Definitive Agreement
	This Term Sheet does not contain all matters upon which agreement must be reached in order for the PPA with the Option to be completed.  A binding commitment from PG&E with respect to the Option can only result from the execution and delivery of a mutually satisfactory PPA, as modified to incorporate the terms of this Term Sheet.
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