

















, 2003

Confirmation — Call Option on (Peak/Superpeak) CAISO Energy

When executed below, this Confirmation Agreement (“Confirmation Agreement”) shall
document the negotiated transaction (the “Transaction”) between
(“Seller”), and Pacific Gas and Electric Company (“PG&E” and “Buyer”), together, the
“Parties,” in which Seller agrees to provide to PG&E the right to schedule the Product as
provided herein. This Transaction is governed by the [choose either Edison Electric Institute
(“EEI”) Master Agreement or Western Systems Power Pool (“WSPP”) Agreement], and any
amendments entered into between the Parties effective (“Master
Agreement”). The definitions and provisions contained in the Master Agreement shall apply to
this Confirmation Agreement; provided that, to the extent that this Confirmation Agreement is
inconsistent with any provision of the Master Agreement, this Confirmation Agreement shall
govern the rights and obligations of the Parties hereunder.

1. Product: Call option, as provided herein (the “Product”).

2. Quantity (minimum 50 MW) and Term:

June 1 — June 30, 2004 MwW
July 1 — July 31, 2004 MW
August 1 — August 31, 2004 MW
" September 1 — September 30, 2004 MW

Offers for individual months, a July-August strip, or for a Q3 (July through September)
strip are each a period (“Period”).

3. Available Energy Period: If called, Buyer purchases and Seller delivers California
Independent System Operator (“CAISO”) Energy (“Energy”) during the following periods in
the MW amount(s) specified in Section 2 [check one]:

[1] 5x8: [Monday through Friday, excluding NERC Holidays, Hour Ending (“HE”)13 to HE20]
[ 1] 5x16: [Monday through Friday, excluding NERC Holidays, HE7 to HE22]
[1] 6x16: [Monday through Saturday, excluding NERC Holidays, HE7 to HE22]
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4. Exercise Frequency:

Subject to any limitations specified in Section 5, Buyer shall have the right to call on the
Energy specified in Section 3 as a daily or weekly call. '

Daily calls are exercised by 7 am PPT on the industry standard scheduling day for day-ahead
Energy, and scheduled in accordance with Western Electricity Coordinating Council
(“WECC”) scheduling practices for day-ahead Energy. Weekly calls are exercised by 7 am
PPT the business day immediately prior to the first day of a weekly option period. For
purposes of the Product, the first day of the week shall be Monday. The first week and last
week of a month may not, therefore, include all days of the week.

Buyer shall have the right to call on the Energy specified in Section 3 as [check one]:

[ ] Dailycall

[ ]  Weekly call (exercise price is for gas index x heat rates of 8,000 and 10,000 Btw/KWh,
or a fixed exercise price of $50/MWh only)

5. For Daily calls [check one]:
[] Unlimited number of daily strikes
[] Limited strikes: 5 permonth; 10 per month [circle one]

6. Exercise Price for Energy: If option is exercised per the terms in Section 4, Buyer will pay
Seller for each MWh received at the Delivery Point at a [check one]:

[ 1Fixed rate of (check one):
$50  $75 __ $100 __ $125 ___ $150 ___$175 ___ $200 /MWHr

or
[ ]Indexed rate, to be multiplied by Platt’s Gas Daily Index, of (check one):
8,000 _ 10,000 __ 12,000 ___ 15,000 18,000 20,000 __ 25,000 Btw/KWh

The Parties agree that for the purposes of this Confirmation, the Platt’s Gas Daily Index”
shall mean that price, expressed in $MMBtu as published by Platt’s Gas Daily (in the
internet publication currently accessed through www.platts.com) in the table entitled
“Daily price survey” under the heading “Midpoint” for: “PG&E city-gate” for the date of
delivery where the delivery point is NP15, “SoCal Gas” for the date of delivery where the
delivery point is SP15, and [___ "PG&E city-gate”] [ "SoCal Gas”] (check one) for the
date of delivery where the delivery point is ZP26.
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7.

10.

11.

Premium, applied to the quantity specified in Section 2, as applicable:

June 2004: $/kw-month
July 2004: $/kw-month
August 2004: $/kw-month
September 2004: $/kw-month

Upon its execution of this Confirmation Agreement, PG&E agrees that it shall pay Seller
each monthly Premium by no later than five (5) Business Days prior to the beginning of
each delivery month identified above.

Delivery Point: select delivery point below.

[1 NP15 Physical Point (if applicable)
[] SP15
[] ZP26

Seller shall be responsible for electric transmission to the Delivery Point and bears all risks
and costs associated therewith. Buyer is responsible for electric transmission from the
Delivery Point and bears all risks and costs associated therewith.

Scheduling: At Buyer’s call, Seller shall deliver the Product to Buyer at the Delivery Point,
in accordance with the operating characteristics defined in Sections 2, 3 and 4. Seller is
responsible for any imbalance energy and penalties assessed by any Control Area Operator
for Seller’s failure to deliver the defined Product.

Payment for Energy: In accordance with the terms of the Master Agreement, Seller shall
provide an invoice, in the format specified by Buyer, covering the Energy provided in the
preceding month, and Buyer shall pay the undisputed amount of all such invoices on or
before ten (10) calendar days of receipt; provided that, the invoice is complete, properly
formatted, and sent to the correct address. Any dispute regarding invoicing and payment
shall be settled in accordance with the Master Agreement.

Remedies and Default: Remedies for nonperformance and default are strictly in
accordance with the Master Agreement.

PACIFIC GAS AND ELECTRIC COMPANY SELLER

By: By:

Name: Name:

Title: Title:

Date: November __, 2003 Date: November __, 2003

3of3



Appendix C

RFO Transmittal Letter and Related Attachments



REQUEST FOR OFFERS TRANSMITTAL LETTER
August 28, 2003
Re: PG&E’s August 28, 2003 Request for Offers (“RFO”) for Summer 2004 Capacity
Dear Prospective Bidder:

Pacific Gas and Electric Company (“PG&E” or “Buyer”) is seeking offers from sellers
(“Bidders” or “Sellers”) pursuant to which PG&E would enter into agreements to purchase
energy options to meet a portion of its capacity needs for the summer of 2004.

The Request for Offer (“RFO”) will be conducted in two stages. Indicative responses to this
RFO must be received by PG&E no later than 5:00 p.m. Pacific Time on September 10, 2003.
Bidders should submit the bid table (Attachment 1) containing their offer information. After
review and approval of the preliminary results by the California Public Utility Commission
(“CPUC”), selected Bidders will be asked to refresh their prices with firm offers on or about
November 17. PG&E will decide among those offers within 24 hours, with execution of the
confirmations (“Confirmations”) occurring immediately thereafter. All terms and definitions set
forth in the Confirmation (Attachment 2) shall apply to this RFO.

For those Bidders who already have an EEI Master Agreement or a WSPP Agreement with
PG&E (each a “Master Agreement” for purposes of this RFO), such Master Agreement shall
govern transactions between the Parties entered into pursuant to this RFO. The Confirmation,
when fully executed, shall become a confirmation under the applicable Master Agreement. If any
Bidder does not already have a Master Agreement with PG&E, that Bidder and PG&E must, by
the time indicated in the schedule set forth below, enter into a Master Agreement, supplemented
by a signed Confirmation for each transaction, as discussed below. PG&E will provide an
amendment to the EEI Master Agreement or the WSPP Agreement for consideration by such
Bidders upon request.

Description of Electricity Product Solicited
PG&E is seeking offers for the following product, which is described further in the Confirmation:

Energy Option Product: Seller (Bidder) offers a daily or weekly strike (weekly strike for indexed
rates of 8,000 and 10,000 Btw/KWh, or $50/MWHr strikes only) option for Buyer (PG&E) to
purchase California Independent System Operator (“CAISO”) Energy (“Energy”) for any of the
following periods:

(a) 5x8, Monday through Friday, excluding NERC holidays, Hour Ending (“HE”) 13
through HE20 (Preferred),

(b) 5x16, Monday through Friday, excluding NERC holidays, HE7 through HE22,
or

(c) 6x16, Monday through Saturday, excluding NERC holidays, HE7 through HE22.

Bidders may indicate a fixed strike price ($/MWHTr) or a strike price consisting of a heat rate
multiplied by a gas index, as described further below.
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Term

PG&E is seeking offers for June, July, August and September of 2004. PG&E strongly prefers
offers for individual months but will consider offers for a July-August strip, or for a full Q3 strip
(much less desirable) for each “Period”. Bidders are encouraged to submit multiple offers.

Delivery Point

PG&E prefers the Delivery Point to be CAISO zone North of Path 15 (“NP15”). PG&E also will
consider South of Path 15 (“SP15”), Zonal Path 26 (“ZP26”), and physical delivery points within
NP15 (e.g., a substation or generating plant busbar).

Quantity

PG&E will consider offers of 50 MW or more. As noted above, multiple offers are welcomed.
Please explain clearly which, if any, offers are mutually exclusive. For example, a Bidder may
state that PG&E may select any combination of offers up to a specified quantity per Period.

Strike Price
Bidders may select among the following strike price points:
(a) Fixed Strike Price of $50 to $200 per MWHT, in $25 increments; or

(b) Indexed Strike Price of the following Heat Rates multiplied by the Platt’s Gas Daily
Index corresponding to the requested Delivery Points:

Heat Rates: 8,000; 10,000; 12,000; 15,000; 18,000; 20,000 or 25,000 Btu/kwh

Gas Index:
NP15: PG&E City-gate, Midpoint
7ZP26: PG&E City-gate or SoCal Gas (Bidder’s choice), Midpoint
SP15: SoCal Gas, Midpoint

PG&E is primarily seeking to meet its summer, 2004 capacity needs in this RFO. Therefore,
PG&E is most interested in higher, out-of-the-money strike price products. PG&E may select a
combination of both higher and lower strikes, so encourages Bidders to offer both; PG&E’s first
priority is to obtain cost-effective capacity.

Exercise Frequency and Limitations
PG&E will consider options with unlimited daily call rights (i.e., Buyer may exercise the option
each day of the Period), or with limited strike frequency, such as 5 or 10 times per month. PG&E

will also consider options for weekly call rights, but only for those with an exercise price indexed
to gas with heat rates of 8,000 and 10,000 Btu/KWh, or a fixed exercise price of $50/MWHr.
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Payments

Payments will be in accordance with the payment provisions of the Master Agreement and
the Confirmation.

Scheduling Provisions

Energy deliveries will be scheduled pursuant to protocols and tariffs of the CAISO and NERC.
Alternate scheduling methods may include inter-scheduling coordinator (“SC”) trades between
SCs or any other agreed-upon method.

Requirement for CPUC Review/Confidentiality

The transactions under consideration will be reviewed by an external review group of non-market
participants (the “Procurement Review Group”, or “PRG”) prior to PG&E submitting contending
offers to the CPUC for approval. This review and approval process will take approximately
seven weeks between September 25 and November 17. Offers will be treated as confidential by
PG&E and by the PRG, pursuant to non-disclosure agreements executed between the PRG and
PG&E, and by the CPUC, in accordance with section 583 of the California Public Utilities Code.
Successful Bidders will be required to maintain the confidentiality of their transactions with
PG&E in accordance with the terms of the applicable Master Agreement.

Credit Requirements

Each successful Bidder must be investment grade or must provide credit support in the form of
cash, a guaranty provided on a form acceptable to PG&E by an investment grade third party, or a
letter of credit. For rated counterparties and/or their credit support providers, only the unsecured
credit rating or implied credit rating shall be used in the credit evaluation process. In the event of
split rating, the lower rating will be used.

Bidders or their guarantors must provide to PG&E audited financial statements and other
information that may be required to perform a credit analysis.
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Schedule and Procedure for RFO

The schedule and procedure for this RFO are shown below. The times are in Pacific Prevailing Time (PPT).

Date/Time Event

August 28, 2003 PG&E issues RFO

September 10, 2003, 5:00 p.m. Deadline for Bidders to submit indicative offers

September 25, 2003, 3:00 p.m. PG&E notifies Bidders whose bids are still in contention,
subject to repricing

November 17, 2003, 3:00 p.m. Bidders submit revised pricing to the capacity price;
bids are binding

November 18, 2003, 3:00 p.m. PG&E notifies Bidders if bids are accepted or rejected;
confirmations executed

November18, 2003, 3:00 p.m. Deadline for all Master Agreements to be executed

Contact Information
Any questions relating to this RFO should be addressed to:

Richard A. Miram
e-mail: ramk@pge.com

All completed bid packages should be delivered or sent by courier service, fax or email to:

Richard A. Miram
Manager — Power Contracts
Pacific Gas and Electric Company
245 Market Street, Room 1268 (MC-N12E)
San Francisco, CA 94105
Phone: 415.973.1170
Fax: 415.973.9176, or 415.973.0585

Offers must be received by PG&E, at this address, prior to the dates and times specified in the
table above. PG&E will not be responsible for any unsuccessful transmittal by fax or email.
Offers must include the following:

(1)  The bid table attached to this RFO (Attachment 1), with any explanatory notes;

(2)  Ifno Master Agreement is in effect, one will have to be negotiated by the time
PG&E selects winning Bidders.

(3)  Additionally, within three business days after a final bid is accepted by PG&E, each
successful Bidder, if necessary, must submit credit support. Failure to provide such
credit support within this three-day period shall nullify the Bidder’s offer and
PG&E’s acceptance thereof. Each Bidder should initiate credit review by PG&E at
the time its offer is delivered in order to assure compliance with this requirement.
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PG&E reserves the sole and discretionary right to reject any response received in this RFO for
any reason. Additionally, PG&E reserves the right, at its election, (a) not to enter into any
binding agreements at the culmination of the RFO process, and (b) to accept additional bids after
September 10, 2003. PG&E reserves the right to rescind the RFO process at any time prior to
PG&E’s execution of binding Confirmations.

During the RFO process, should revisions to a Confirmation be required, PG&E will provide
prospective Bidders with such necessary changes. PG&E will not be liable for any costs the
Bidder incurs in preparing or submitting its offers.

Thank you for your consideration of this solicitation.

Attachments
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Attachment 2

, 2003

Confirmation — Call Option on (Peak/Superpeak) CAISO Energy

When executed below, this Confirmation Agreement (“Confirmation Agreement”) shall
document the negotiated transaction (the “Transaction”) between
(“Seller”), and Pacific Gas and Electric Company (“PG&E” and “Buyer”), together, the
“Parties,” in which Seller agrees to provide to PG&E the right to schedule the Product as
provided herein. This Transaction is governed by the [choose either Edison Electric Institute
(“EET”) Master Agreement or Western Systems Power Pool (“WSPP”) Agreement], and any
amendments entered into between the Parties effective (“Master
Agreement”). The definitions and provisions contained in the Master Agreement shall apply to
this Confirmation Agreement; provided that, to the extent that this Confirmation Agreement is
inconsistent with any provision of the Master Agreement, this Confirmation Agreement shall
govern the rights and obligations of the Parties hereunder.

1. Product: Call option, as provided herein (the “Product”).

2. Quantity (minimum 50 MW) and Term:

June 1 — June 30, 2004 MW
July 1 - July 31, 2004 MW
August 1 — August 31, 2004 MW
September 1 - September 30, 2004 MW

Offers for individual months, a July-August strip, or for a Q3 (July through September)
strip are each a period (“Period”).

3. Available Energy Period: If called, Buyer purchases and Seller delivers California
Independent System Operator (“CAISO”) Energy (“Energy”) during the following periods in
the MW amount(s) specified in Section 2 [check one]:

[] 5x8: [Monday through Friday, excluding NERC Holidays, Hour Ending (“HE")13 to HE20]
[ ] 5x16: [Monday through Friday, excluding NERC Holidays, HE7 to HE22]
[] 6x16: [Monday through Saturday, excluding NERC Holidays, HE7 to HE22]
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4. Exercise Frequency:

Subject to any limitations specified in Section 5, Buyer shall have the right to call on the
Energy specified in Section 3 as a daily or weekly call. ‘

Daily calls are exercised by 7 am PPT on the industry standard scheduling day for day-ahead
Energy, and scheduled in accordance with Western Electricity Coordinating Council
(“WECC”) scheduling practices for day-ahead Energy. Weekly calls are exercised by 7 am
PPT the business day immediately prior to the first day of a weekly option period. For
purposes of the Product, the first day of the week shall be Monday. The first week and last
week of a month may not, therefore, include all days of the week.

Buyer shall have the right to call on the Energy specified in Section 3 as [check one}:

[] Daily call

[] Weekly call (exercise price is for gas index x heat rates of 8,000 and 10,000 Btw/KWh,
or a fixed exercise price of $50/MWh only)

5. For Daily calls [check one]:
[ ]  Unlimited number of daily strikes

[] Limited strikes: 5 permonth; 10 per month [circle one]

6. Exercise Price for Energy: If option is exercised per the terms in Section 4, Buyer will pay
Seller for each MWh received at the Delivery Point at a [check one]:

[ ]Fixed rate of (check one):
$50 _ $75 __ $100 __  $125 __ $150 __ S$175 ____$200 /MWHr

or
[ ]Indexed rate, to be multiplied by Platt’s Gas Daily Index, of (check one):
8,000 __10,000 __ 12,000 ___ 15,000 18,000 20,000 __ 25,000 Btw/KWh

The Parties agree that for the purposes of this Confirmation, the Platt’s Gas Daily Index”
shall mean that price, expressed in $/MMBtu as published by Platt’s Gas Daily (in the
internet publication currently accessed through www.platts.com) in the table entitled
“Daily price survey” under the heading “Midpoint” for: “PG&E city-gate” for the date of
delivery where the delivery point is NP15, “SoCal Gas” for the date of delivery where the
delivery point is SP15, and [__ "PG&E city-gate”] [ ”SoCal Gas”] (check one) for the
date of delivery where the delivery point is ZP26.
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7.

10.

11.

Premium, applied to the quantity specified in Section 2, as applicable:

June 2004: $/kw-month
July 2004: $/kw-month
August 2004: $/kw-month
September 2004: $/kw-month

Upon its execution of this Confirmation Agreement, PG&E agrees that it shall pay Seller
each monthly Premium by no later than five (5) Business Days prior to the beginning of
each delivery month identified above.

Delivery Point: select delivery point below.

[1] NP15 Physical Point (if applicable)
[] SP15
[] ZP26

Seller shall be responsible for electric transmission to the Delivery Point and bears all risks
and costs associated therewith. Buyer is responsible for electric transmission from the
Delivery Point and bears all risks and costs associated therewith.

Scheduling: At Buyer’s call, Seller shall deliver the Product to Buyer at the Delivery Point,
in accordance with the operating characteristics defined in Sections 2, 3 and 4. Seller is
responsible for any imbalance energy and penalties assessed by any Control Area Operator
for Seller’s failure to deliver the defined Product.

Payment for Energy: In accordance with the terms of the Master Agreement, Seller shall
provide an invoice, in the format specified by Buyer, covering the Energy provided in the
preceding month, and Buyer shall pay the undisputed amount of all such invoices on or
before ten (10) calendar days of receipt; provided that, the invoice is complete, properly
formatted, and sent to the correct address. Any dispute regarding invoicing and payment
shall be settled in accordance with the Master Agreement.

Remedies and Default: Remedies for nonperformance and default are strictly in
accordance with the Master Agreement.

PACIFIC GAS AND ELECTRIC COMPANY SELLER

By: By:

Name: Name:

Title: Title:

Date: November _, 2003 Date: November _, 2003
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