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Subject: Proposed Amendments to Demand Response Aggregator Contracts

Purpose

PG&E requests approval of amendments of three demand response (DR) agreements.
The amendments are with Energy Connect, Energy Curtailment Specialists and
EnerNOC (the Sellers). The amendments are in Attachment 1. The amendments would
only be effective during part of the 2008 delivery period.

The amendments will allow a trial of a temperature-sensitive baseline to be used for
settlement purposes and to test the assumption that the proposed innovative baseline will
allow temperature-sensitive customers, who would not otherwise actively participate in
DR programs, to do so. The amendments require Sellers to deliver an additional 13 MW
of demand response during the critical peak months of August and September of 2008.

Background

PG&E issued a Request for Proposal (RFP) for demand response products in the Fall of
2006. Five agreements resulting from PG&E’s RFP were approved by the Commission
on May 3, 2007 in D.07-05-029. PG&E proposes amending three of those agreements to
revise the baseline methodology and increase the Commitment Levels applicable for July
— October 2008.

One of the issues that will be addressed in the Demand Response Order Instituting
Rulemaking (R.) 07-01-041 (DR OIR) is how to most accurately measure DR Load
Impacts (LI). Moreover, issues related to improving the baseline for temperature-
sensitive customers are addressed in the proposed decision (PD) issued on March 25,
2008. The PD notes that it will not decide on baselines for settlement (page 19).
However it emphasizes that more research is needed on baselines (page 20 and 21).
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Many of the utilities demand response programs use a “3 in 10 baselines” that use the
loads from the highest three of the past ten similar day to set the baseline for settlements.
Several studies support revising the 3-in-10 baseline for temperature-sensitive customers
to better estimate the load impacts of these customers’ performance during DR events.
Specifically, these studies recommend a “morning-of”’ the event adjustment to the
baseline and conclude that a morning-of adjustment would yield benefits relative to the
current baseline.1’ A morning-of adjustment to electric baseline is used to measure load
impacts of DR events in other markets, including the NYISO, PJM and ISO-NE.

As a result of these studies, PG&E offered to all five of the DR aggregators the
opportunity to test the morning-of adjusted baseline in 2008. Three of the Sellers agreed
to proceed and have executed the draft amendments attached hereto as Attachment 1.
The amendments are subject to Commission approval by June 6, 2008. (Section 2.2.)

The amendment makes the following changes to the existing baseline:

e A morning-of adjusted baseline option is added for settlements.

Customers in the Seller’s portfolio must be in one of two groups (Part A or B). One
group (Part A) continues to use the current baseline. The other group (Part B)
uses the morning-of adjusted baseline.

e The morning-of adjusted baseline will adjust the current 3 in 10 baseline by using
the ratio of electric consumption four hours before an event to the electric
consumption predicted based on the current 3 in 10 baseline.

e The morning-of adjusted baseline will only be available for July to October 2008.

e The Sellers must increase their Commitment Levels for August and September by
at least 15 percent. (This amendment condition is crucial to test if the revised
baseline does, in fact, attract more customers into the DR programs and that
whether the new customers do, indeed, perform)

e The Sellers will increase their posted collateral to match the increased
Commitment Level

The key concern with a morning-of adjusted baseline is “gaming.” The amendments
provide several features to mitigate potential gaming:

e A four-hour period is used for the adjustment. Accordingly, customers could not
merely increase their electric usage for a short period prior to the DR event to
increase their baseline. Increasing electric usage for four hours prior to the DR
event would significantly increase customer bills and therefore discourage such
gaming.

1/ Studies were conducted by DRMEC and LBNL. DRMEC studies were conducted by KEMA (2003),
Quantum (2005) and the soon to be issued Christiansen study (2008). The LBNL commercial
customer baseline study was completed in January 2008.
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The amendments prohibit the Seller from encouraging customers to increase
demand the morning of a DR event for purposes of increasing the baseline.

The morning-of adjustment is done to the entire portfolio and not on an individual
customer basis. Thus, an individual customer may not directly benefit from
increasing its load in the four hours before a DR event.

Once a customer is put into one part of the portfolio (Part A or Part B), it may not
be moved to the other part of the portfolio during this summer.

Any adjustment to the baseline is limited to plus or minus 20 percent of the existing
baseline.

The Amendments Will Result in Significant Benefits

The amendments will allow PG&E to further study whether a morning-of
adjusted baseline will increase DR load reductions and improve accuracy for
temperature sensitive customers. The numerous studies mentioned above
have demonstrated that a morning-of adjusted baseline will improve the baseline
accuracy for settlements for a wide range of customers. However, the critical test
is whether this improved baseline will actually increase customer enrollment in DR
programs and if those customers will provide more firm load reductions. PG&E,
consequently, requires each Seller to increase its Commitment Level by at least 15
percent for two of the most critical months of the year. If the Sellers are able to
enroll sufficient customers to increase their Commitment Level, then a good
demonstration of the value of this improved baseline line will be provided. PG&E
plans to study the results of these amendments to see if they justify using this type
of baseline in the future. This will include looking at accuracy, possible gaming,
increased MW of DR, increased customer satisfaction, etc. This is consistent with
the proposed decision in R.07-01-041 issued on March 25, 2008 that “encourages
research” on improved baselines (page 21).

The amendments advance the goals of the State Energy Acton Plan Il. The
amendments are consistent with the Energy Action Plan’s direction to increase
cost-effective DR.2/

The amendments advance the Commission’s encouragement to increase
innovative approaches to DR. The Commission in D.06-11-049 and D.07-05-
029 urged the utilities to seek third-party DR contracts that would unleash
innovative ways to increase customer participation in price responsive DR.3/ This

y
3

See Energy Action Plan Il, October 2005, p. 2.
D.07-05-029 at p.12, and Finding of Fact 6.
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Advice provides the opportunity for California to complete its first test of a baseline
for temperature-sensitive loads. These types of load are a large and growing
portion of the electric peak in California, and their increased participation may
provide significant additional demand reduction during peak periods.

e The additional MWs are insurance for summer 2008. The amendments will
provide 13 MW of additional firm DR to help PG&E meet the peak load in 2008.

e The amendments are cost effective. As shown in Confidential Attachment 2, the
benefit/cost ratio for all three of these agreements, as amended, exceeds 1.0,
including the Total Resource Cost Test, the Participant Test, the Rate Impact
Measure Test, and the Program Administrator Cost Test. This analysis is based
on the cost-effectiveness tests provided in the proposed Framework in R. 07-01-
041. While this Framework has not yet been approved, the Commission stated in
Order Approving Four Southern California Edison Company Demand Response
Contracts, D.08-03-017 that “the Framework constitutes the most robust cost-
effectiveness test in the record.”#/ These amendments do not modify the pricing or
performance obligations in the agreements. They simply provide a potentially more
accurate baseline line for payments.

Protest Period

Anyone wishing to protest this filing may do so by sending a letter by April 21, 2008,
which is 20 days from the date of this filing. The protest must state the grounds upon
which it is based, including such items as financial and service impact. Protests should
be mailed to:

CPUC Energy Division

Tariff Files, Room 4005

DMS Branch

505 Van Ness Avenue

San Francisco, California 94102

Facsimile: (415) 703-2200
E-mail: jnj@cpuc.ca.gov and mas@cpuc.ca.gov

Copies of protests also should be mailed to the attention of the Director, Energy Division,
Room 4004, at the address shown above. The protest also should be sent via U.S. malil

4/ D.08-03-017, mimeo p. 29.
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(and by facsimile and electronically, if possible) to PG&E at the address shown below on
the same date it is mailed or delivered to the Commission:

Brian K. Cherry

Vice President, Regulatory Relations
Pacific Gas and Electric Company
77 Beale Street, Mail Code B10C
P.O. Box 770000

San Francisco, California 94177

Facsimile: (415) 973-7226
E-mail: PGETariffs@pge.com

Effective Date

PG&E requests that this advice filing become effective on regular notice May 1, 2008
which is 30 calendar days after the date of filing. The amendments will terminate if not
approved by June 6, 2008. Approval by June 6, 2008 is needed in order to effect the
changes for July 2008 operations.

Notice

In accordance with General Order 96-B, Section IV a copy of this Advice Letter is being
sent electronically or via U.S. mail to parties shown on the attached list and to the service
lists for A.05-06-006. Address changes to the General Order 96-B service list should be

directed to Rose de la Torre at (415) 973-4716. Advice Letter filings can also be
accessed electronically at: http://www.pge.com/ tariffs.

e i . 0 ."'...i'l'-b" I’ \
e {)ime
Vice President - Regulatory Relations

CC: Service Lists — A.05-06-006

Attachments
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Limited Access to Confidential Material:

The portions of this Advice Letter marked Confidential Protected Material are submitted
under the confidentiality protection of Section 583 of the Public Utilities Code and General
Order 66-C. This material is protected from public disclosure because it consists of,
among other items, utility electric price forecasts that are confidential for three years and
it contains pricing terms for contracts and power purchase agreements between utilities
and non-affiliated third parties, both of which are protected pursuant to D.06-06-066. A
separate Declaration Seeking Confidential Treatment regarding the confidential
information is filed concurrently herewith.
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THIRD AMENDMENT TO
DEMAND RESPONSE PURCHASE AGREEMENT
DATED: FEBRUARY 26, 2007 BETWEEN PACIFIC GAS AND ELECTRIC
COMPANY AND ENERGY CURTAILMENT SPECIALISTS, INC.

In accordance with the herein terms, Pacific Gas and Electric Company (“Buyer™) and
Energy Curtailment Specialists, Inc. (“Seller’) agree to the following third Amendment
(“Third Amendment™) to the Demand Response Purchase Agreement dated February 26,
2007 (*Purchase Agreement™), as amended in writing by the Parties on June 8, 2007 and
August 1, 2007 (collectively referred to as the “Agreement™):

GENERAL

Any and all changes made to the Agreement through this Third Amendment are effective
only during the period of time that the Third Amendment is effective. Upon the earlier of
the termination of the Third Amendment or December 31, 2008, all terms and conditions
comprising the Agreement shall return to the form immediately prior to the Effective
Date of this Third Amendment.

ARTICLE 1

A. Article 1 of the Purchase Agreement is amended by deleting Sections 1.3 and 1.9 and
replacing with the following:

1.3 “Baseline™: the amount of capacity and energy use from Part A and Part B
of Seller’s Portfolio from which demand reduction shall be measured as
described in Section 3.6 and Appendix L.

1.9  “CPUC Approval™: A final, non-appealable order issued by the CPUC
approving this Third Amendment, without modification or condition
unacceptable to either Party in its sole discretion, as reasonable and
assuring the full recovery by Buyer of all of its costs hereunder, subject
only to a review of the reasonableness of Buyer's administration of this
Third Amendment.

B. Article 1 of the Purchase Agreement is amended by adding the following definitions:

1.32  “Adjusted CSEB™: the Baseline as defined in Article 3.6.2 used for Part B
of Seller’s Portfolio.

1.33  “Breakdown™: has the meaning set forth in Section 3.3.2.



1.34

1.35

1.36

1.37

1.38

1.39

ARTICLE 2

“Commitment Level for Part A™: that part of the Commitment Level that
represents the amount of reduction in electric use by Customers in Part A
of Seller’s Portfolio that Seller is obligated to provide in each hour relative
to Baseline as further defined in Articles 3.6.1.

“Commitment Level for Part B™: that part of the Commitment Level that
represents the amount of reduction in electric use by Customers in Part B
of Seller’s Portfolio that Seller is obligated to provide in each hour relative
to Baseline as further defined in Articles 3.6.2.

“Director Approval™: A written, non-appealable approval of this Third
Amendment by the Director of the CPUC Energy Division, without
modification or condition unacceptable to either Party in its sole |
discretion, as reasonable and assuring the full recovery by Buyer of all of
its costs hereunder, subject only to a review of the reasonableness of
Buyer’s administration of this Third Amendment.

“Part A™: the portion of Seller’s Portfolio that will continue to use the
CSEB for the Baseline calculation for settlements (used for non-
Temperature Sensitive Customers, or those deemed to be non-
Temperature Sensitive Customers pursuant to this Third Amendment).

“Part B": the portion of Seller’s Portfolio that will use the Adjusted CSEB
for the Baseline calculation for settlements (used for Temperature
Sensitive Customers).

Temperature Sensitive Customers: Customers whose electric load varies
significantly with the outside air temperature.

Article 2 of the Purchase Agreement is amended by deleting Section 2.2 in its entirety
and replacing it with the following:

2.2 Approval; Effective Date and Delivery Term

This Third Amendment shall become effective on the date executed by both
Parties (“Effective Date™) and is subject to Director Approval or CPUC
Approval. Buyer and Seller will work to obtain either Director Approval or
CPUC Approval in a timely manner, and, if either form is received by June 6,
2008, this Third Amendment shall be operative during the Delivery Months of
July 2008 through October 2008 and shall terminate on December 31, 2008. If
neither Director Approval nor CPUC approval is received by June 6, 2008,
this Third Amendment will terminate by its terms on June 14, 2008.



ARTICLE 3

AL Article 3 of the Purchase Agreement is amended by adding the following:

321

For July, August and September of 2008, Seller’s Commitment Level shall

be modified as follows:

331

332

333

July 2008 204 MW
August 2008 _28 MW

September 2008 28 MW

For July, August, September and October 2008 only, Seller shall, in
addition to the requirements on Article 3.3, submit its Seller’s Portfolio
divided into two parts, one for Part A and one for Part B.

Seller shall provide the breakdown (by megawatt) of what portion of the
Commitment Level is comprised of Part A and what portion of the
Commitment Level is comprised of Part B (collectively the “Breakdown™)
at the time Seller submits the Service Agreements for Seller’s Portfolio in
accordance with Article 3.3. Seller shall also specify, at that same time,
what Service Agreements are in Part A and what Service Agreements are
in Part B. A Service Agreement cannot be in both Part A and Part B. Once
an SA has been submitted for Part A or Part B, it may not be later moved
between Part A and Part B during the summer of 2008. The Breakdown
must be submitted to PG&E no later than 30 days before the start of the
Delivery Month. The aggregate megawatt total MW for Parts A and Part B
shall equal the Commitment Level in Article 3.2.1. If the Breakdown is
not submitted, the entire Commitment Level shall be deemed to be fully
comprised of Part A and treated accordingly.

If this Third Amendment terminates by its terms because it has not been
approved by the CPUC by June 6, 2008, Seller shall notify Buyer by June
13, 2008 of any Service Agreement to be deleted from Seller’s Portfolio
for the July Delivery Month. Otherwise, all Service Agreements submitted
for Part A or Part B will be considered by Buyer for inclusion in Seller’s
Portfolio.

B. Article 3 is amended by deleting 3.6 in its entirety and replacing it with the

following:

3.6

PG&E shall settle Seller’s Portfolio using separate Baseline
methodologies for Part A and Part B (as illustrated in Appendix A to this
Third Amendment):

3.6.1 Part A Baseline Calculation:



The Baseline for Part A shall be the Customer Specific Baseline (“CSEB"™)
for Part A (“Part A CSEB™) calculated as follows:

Mo later than the fifth (5th) calendar day of the month following a
Delivery Month in which there was a DR Event, Seller shall provide to
Buyer a valid CSEB accounting for Part A Customers during the
preceding month, in a form of Appendix A to this Third Amendment. The
Part A CSEB accounting shall be valid if there are at least ten (10) similar
days of interval data available. The Part A CSEB shall be the hourly
average electric use for all Customers in Part A of Seller’s Portfolio based
on the three (3) highest energy use days out of the ten (10) similar days
prior to a DR. Event for Customers in Part A of Seller’s Portfolio. The
three (3) highest energy use days are those days with the highest total
kilowatt hour use for Part A of Seller’s Portfolio during DR Hours. The
hourly load profile for Part A of Seller’s Portfolio on any given day during
the DR Program shall be determined by summing the hour—by-hour
interval data for each of the Service Agreements in Part A of Seller’s
Portfolio. The past ten (10) similar days shall include Monday through
Friday, excluding NERC Holidays and days when the Customer was paid
to reduce load under an interruptible or other curtailment program or days
when rotating outages were called.

3.6.2 Part B Baseline Calculation:

The Baseline for Part B shall be the CSEB for Part B (“Part B CSEB™) as
adjusted by the ratio of the actual load to the predicted load in the four
hours prior to the DR Event (“Adjusted CSEB”™), calculated in two steps as
follows:

Step 1 — Determine the Part B CSEB.

No later than the fifth (5th) calendar day of the month following a
Delivery Month in which there was a DR Event, Seller shall provide to
Buyer a valid CSEB accounting for Part B Customers during the
preceding month, in a form of Appendix A to this Third Amendment. The
CSEB accounting shall be valid if there are at least ten (10) similar days of
interval data available. The Part B CSEB shall be the hourly average
electric use for all Customers in Part B of Seller’s Portfolio based on the
three (3) highest energy use days out of the ten (10} similar days prior to a
DE. Event for Customers in Part B of Seller’s Portfolio. The three (3)
highest energy use days are those days with the highest total kilowatt hour
use for Part B of Seller’s Portfolio during DR Hours. The hourly load
profile for Part B of Seller’s Portfolio on any given day during the DR
Program shall be determined by summing the hour-by-hour interval data
for each of the Service Agreements in Part B of Seller’s Portfolio. The



past ten (10) similar days shall include Monday through Friday, excluding
NERC Holidays and days when the Customer was paid to reduce load
under an interruptible or other curtailment program or days when rotating
outages were called.

Step 2 — Determine the Adjusted CSEB.

Adjust the Part B CSEB by the ratio of the actual load to the predicted
load in the four hours prior to the DR Event, where:

the actual load in those four hours is the sum of the total kilowatt
hour usage for the Part B of Seller’s Portfolio during those four
hours prior to the event hours; and

the Predicted load is the sum of the average kilowatt hour usage for
Part B of Seller’s Portfolio during those four hours prior to the
event hours for the same three days as used to establish the Part B
CSEB.

The adjustment ratio is limited to a change in the hourly Adjusted CSEB
of no more than a 20% increase or decrease from the Part B CSEB.

! Article 3 of the Purchase Agreement is amended by adding the following Section
as follows:

3.6.A Seller shall not encourage Customers to increase electric demand prior to a
DR Event solely for the purpose of increasing the Adjusted CSEB. Seller may, however,
encourage Customers to use demand response strategies such as pre-cooling a building
prior to a DR Event in order to meet their load reduction commitments during a DR
Event. PG&E reserves the right to evaluate actions taken by Seller’s Customers prior to
and during the DR Event.

ARTICLE 4 OF THE AGREEMENT IS REVISED AS FOLLOWS:

Al Article 4 of the Purchase Agreement is amended by deleting Section 4.1 and
replacing with the following:

4.1 Payments

Monthly payments shall be the sum of: (a) the Monthly Option Premium Payment for
Part A, added to the Monthly Option Premium Payment for Part B; and (b) the Monthly
Energy Payment for Part A added to the Monthly Energy Payment for Part B.

4.1.1 Monthly Option Premium Payment for Part A Calculation



If Buyer calls a DR Event during a Delivery Month, the Option Premium Payment for
Part A for such month shall be the sum of the Adjusted Hourly Option Premium
Payments for Part A for such month as adjusted pursuant to Chart 4.1.1, below, and as
further illustrated in Appendix IV (“Adjusted Hourly Option Premium Reduction”). If
Buyer does not call a DR Event during a month, the Option Premium Payment for Part A
for such month shall be equal to the product of the Commitment Level for Part A and
Option Premium Price for such month.

Chart 4.1.1

Hourly Delivered Adjusted Hourly Option Premium Payment Reduction for

Capacity Ratio for Part A Calculation

Part A

=0.90 and < 1.00 Adjusted Hourly Option Premium Payment for Part A =
[Unadjusted Hourly Option Premium Payment for Part A] x
[Hourly Delivered Capacity Ratio for Part A]

=0.75 and <0.90 Adjusted Hourly Option Premium Payment for Part A =
[Unadjusted Hourly Option Premium Payment for Part A] x
[0.50]

> 0.50 and < 0.75 Adjusted Hourly Option Premium Payment for Part A =0

>0 and < 0.50 Adjusted Hourly Option Premium Reduction for Part A =
[Unadjusted Hourly Option Premium Payment for Part A] x
[(0.50 — Hourly Delivered Capacity Ratio for Part A)].
Reduction Payment shall be paid by Seller to Buyer.

Where:

1. The Hourly Delivered Capacity Ratio for Part A for the DR Hour
is equal to the Part A CSEB for the DR Hour minus the average demand for
Part A during the DR Hour divided by the Commitment Level for Part A. The
average demand is defined as the energy (in kilowatt hours) consumed during
the DR Hour converted to demand measured in kilowatts. The Hourly
Delivered Capacity for Part A cannot be greater than the Commitment Level
for Part A or less than zero (0).

2. The Unadjusted Hourly Option Premium Payment for Part A is
equal to the product of the Commitment Level for Part A and the Option
Premium Price for the month, divided by the number of scheduled DR Hours
in the Delivery Month.

4.1.2 Monthly Option Premium Payment for Part B Calculation

If Buyer calls a DR Event during a Delivery Month, the Option Premium Payment for
Part B for such month shall be the sum of the Adjusted Hourly Option Premium



Payments for Part B for such month as adjusted pursuant to Chart 4.1.2, below, and as
further illustrated in Appendix IV (*Adjusted Hourly Option Premium Reduction™). If
Buyer does not call a DR. Event during a month, the Option Premium Payment for Part B
for such month shall be equal to the product of the Commitment Level for Part B and
Option Premium Price for such month.

Chart 4.1.2

Hourly Delivered Adjusted Hourly Option Premium Payment Reduction for
Capacity Ratio for Part B Calculation

Part B

>0.90 and < 1.00

Adjusted Hourly Option Premium Payment for Part B =
[Unadjusted Hourly Option Premium Payment for Part B] x
[Hourly Delivered Capacity Ratio for Part B]

= 0.75 and <0.90

Adjusted Hourly Option Premium Payment for Part B =
[Unadjusted Hourly Option Premium Payment for Part B] x
[0.50]

=0.50 and < 0.75

Adjusted Hourly Option Premium Payment for Part B =0

=0 and < 0.50 Adjusted Hourly Option Premium Reduction for Part B =
[Unadjusted Hourly Option Premium Payment for Part B] x
[(0.50 — Hourly Delivered Capacity Ratio for Part B)].
Reduction Payment shall be paid by Seller to Buyer.
Where:

1. The Hourly Delivered Capacity Ratio for Part B for the DR Hour is
equal to the Adjusted CSEB for Part B for the DR Hour minus the average
demand for Part B during the DR Hour divided by the Commitment Level for
Part B. The average demand is defined as the energy (in kilowatt hours)
consumed during the DR. Hour converted to demand measured in kilowatts.
The Hourly Delivered Capacity for Part B cannot be greater than the
Commitment Level for Part B or less than zero (0).

2 The Unadjusted Hourly Option Premium Payment for Part B is
equal to the product of the Commitment Level for Part B and the Option
Premium Price for the month, divided by the number of scheduled DR. Hours
in the Delivery Month.

4.1.3 Energy Payment for Part A Calculation

If a DR. Event is called by Buyer, Seller shall be paid a DR Energy Price, as
specified in the table in Article 4.4 of the Agreement, for delivered DR for Part A.
Seller shall not be paid unless a DR Event is called by Buyer and meter data




received by Buyer verifies and demonstrates that Seller’s Portfolio for Part A has
reduced energy consumption associated with the DR as described below.

If no DR Events were called during the Delivery Month, then the monthly Energy
Payment is zero (0).

If one or more DR Events were called during the Delivery Month, the monthly
Energy Payment for Part A shall be the sum of the Hourly Energy Payments for
Part A. For all DR Events other than a Day-of exercise for a CCA or Direct
Access Customer where an SC-to-SC trade was not performed due to insufficient
notification time, the Hourly Energy Payment for Part A will be determined as
follows:

i. If Delivered Energy for Part A yg = Commitment Level for Part A

Hourly Energy Payment for Part Ayg = [Delivered Energy for Part
Anr]x [Energy Price ug]

ii. If Delivered Energy for Part A yr < Commitment Level for Part A

Hourly Energy Payment for Part Agg = [Delivered Energy for Part
Apr X Energy Price pr] — [(Commitment Level for Part A - Deliverad
Energy for Part Ayg) x [(the greater of the CAISO’s ex-post energy
price for the event hour or the Energy Price ygr) - the Energy Price yr]]

Where:

Energy Price yr = Energy Price from the table in Article 4.4 of the
Agreement

Delivered Energy for Part A yr = Part A CSEB - the metered energy
for that hour for Part A

Buyer shall not, without having given its prior consent, be obligated to pay Seller
for Delivered Energy for Part Ayg that exceeds 150 percent of Seller’s
Commitment Level for Part A in any hour.

Should, during a DR Event, an SC-to-SC trade (due to a Day-of exercise being
supplied from a portion of Seller’s Portfolio supplied from CCA or Direct Access
Customers) not be performed due to insufficient notification time, the Hourly
Energy Payments for Part A to Seller shall be based on the above formula and
reduced to reflect the CAISO credit that would be expected to be paid to Seller’s
SC for generation equal to the portion of Seller’s Commitment Level for Part A
that is from CCA or Direct Access Customers’ DR reduction. Seller shall be
responsible for the Distribution Loss Factor for each Service Agreement to
account for delivery at the CAISO interface. Appendix V contains an example of
how the energy payment is calculated for DR Event for CCA or Direct Access
transactions where an SC-to-SC trade was not performed.



4.1.3 Energy Payment for Part B Calculation

If a DR Event is called by Buyer, Seller shall be paid a DR Energy Price, as
specified in Article 4.4 of the Agreement, for delivered DR for Part B. Seller shall
not be paid unless a DR Event is called by Buyer and meter data received by
Buyer verifies and demonstrates that Seller’s Portfolio for Part B has reduced
energy consumption associated with the DR as described below.

If no DR Events were called during the Delivery Month, then the monthly Energy
Payment is zero (0).

If one or more DR Events were called during the Delivery Month, the monthly
Energy Payment for Part B shall be the sum of the Hourly Energy Payments for
Part B. For all DR Events other than a Day-of exercise for a CCA or Direct
Access Customer where an SC-to-SC trade was not performed due to insufficient
notification time, the Hourly Energy Payment for Part B will be determined as
follows:

i.  If Delivered Energy for Part B yr 2 Commitment Level for Part B

Hourly Energy Payment for Part Byr = [Delivered Energy for Part Bug|x
[Energy Price yg)

ii. If Delivered Energy for Part B yg < Commitment Level for Part B

Hourly Energy Payment for Part Byg = [Delivered Energy for Part Bug x
Energy Price yg; — [(Commitment Level for Part B - Delivered Energy for
Part Byg) x [(the greater of the CAISO s ex-post energy price for the event
hour or the Energy Price yr) - the Energy Price yr]]

Where:

Energy Price yg = Energy Price from the table in Article 4.4 of the
Agreement

Delivered Energy for Part B ygr = Adjusted CSEB — the metered energy for
that hour for Part B

Buyer shall not, without having given its prior consent, be obligated to pay Seller
for Delivered Energy for Part Byg that exceeds 150 percent of Seller’s
Commitment Level for Part B in any hour.

Should, during a DR Event, an SC-to-SC trade (due to a Day-of exercise being
supplied from a portion of Seller’s Portfolio supplied from CCA or Direct Access
Customers) not be performed due to insufficient notification time, the Hourly
Energy Payments for Part B to Seller shall be based on the above formula and



reduced to reflect the CAISO credit that would be expected to be paid to Seller’s
SC for generation equal to the portion of Seller’s Commitment Level for Part B
that is from CCA or Direct Access Customers’ DR reduction. Seller shall be
responsible for the Distribution Loss Factor for each SA to account for delivery at
the CAISO interface. Agreement, Appendix V contains an example of how the
energy payment is calculated for DR Event for CCA or Direct Access transactions
where an SC-to-SC trade was not performed.

ARTICLE 7 OF THE AGREEMENT IS BE REVISED AS FOLLOWS:
7.2.1 Seller will increase any Performance Assurance required by Article 7
above to reflect the higher new total Commitment Level stated in

Article 3.2.1 above. The Collateral increase will be in place not later than
1 day before the July Delivery Month

OTHER. TERMS AND CONDITIONS.

Capitalized terms used but not defined herein will have the meaning ascribed to
them elsewhere in the Agreement.

Except as specifically modified and amended herein, all other terms, conditions,
and provisions of the Agreement are and shall remain in full force and effect.

PACIFIC GAS A AR VIENT SPECIALISTS, INC.

T@\B}': - =
LY
Name: Helen A. Burt Na_n"lc M

—
Title;  SVF and-CCO! Title: ﬁ” <o pre l’ﬁ CE&

Date; March 31, 2008 Date 5 déé) f){?’
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Appendix A
Examples of Baseline Calculations for Part A and Part B
Event Day 16 , HE 15 to HE 18 HE= Haur Endirg

1. Dabarming 10 past similar days
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= Sum of baselne £ hours prior 1o everd 309985
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Merning Adj. facter x hourly baseline} = Moming Adjusied Baseline

B, Dalerming Houtdy Compliance: Hourly Bassling - Houtly Uisage
Hobac This is &0 axample for both Par A and and Parl B. Mowever for actual biling, She SAs can only be in ome or the ofher - nod both

Part & CSEB




COPY
THIRD AMENDMENT TO
DEMAND RESPONSE PURCHASE AGREEMENT
DATED: FEBRUARY 26, 2007 BETWEEN PACIFIC GAS AND ELECTRIC
COMPANY AND ENERGYCONNECT INC.

In accordance with the herein terms, Pacific Gas and Electric Company (“Buyer™) and
EnergyConnect Inc. (*Seller”™) agree to the following third Amendment (“Third
Amendment™) to the Demand Response Purchase Agreement dated February 26, 2007
(“Purchase Agreement™), as amended in writing by the Parties on October 24, 2007 and
December 20, 2007(collectively referred to as the “Agreement™):

GENERAL

Any and all changes made to the Agreement through this Third Amendment are effective
only during the period of time that the Third Amendment is effective. Upon the earlier of
the termination of the Third Amendment or December 31, 2008, all terms and conditions
comprising the Agreement shall return to the form immediately prior to the Effective
Date of this Third Amendment.

ARTICLE 1

A. Article 1 of the Purchase Agreement is amended by deleting Sections 1.3 and 1.9 and
replacing with the following:

1.3 “Baseline™; the amount of capacity and energy use from Part A and Part B
of Seller’s Portfolio from which demand reduction shall be measured as
described in Section 3.6 and Appendix 1.

1.9  *“CPUC Approval™: A final, non-appealable order issued by the CPUC
approving this Third Amendment, without modification or condition
unacceptable to either Party in its sole discretion, as reasonable and
assuring the full recovery by Buyer of all of its costs hereunder, subject
only to a review of the reasonableness of Buyer’s administration of this
Third Amendment.

B. Article 1 of the Purchase Agreement is amended by adding the following definitions:

1.32  “Adjusted CSEB": the Baseline as defined in Article 3.6.2 used for Part B
of Seller’s Portfolio.

1.33  “Breakdown™: has the meaning set forth in Section 3.3.2.

A5
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1.34

1.33

1.36

1.37

1.38

1.39

ARTICLE 2

“Commitment Level for Part A”: that part of the Commitment Level that
represents the amount of reduction in electric use by Customers in Part A
of Seller’s Portfolio that Seller is obligated to provide in each hour relative
to Baseline as further defined in Articles 3.6.1.

“Commitment Level for Part B”: that part of the Commitment Level that
represents the amount of reduction in electric use by Customers in Part B
of Seller’s Portfolio that Seller is obligated to provide in each hour relative
to Baseline as further defined in Articles 3.6.2.

“Director Approval™: A written, non-appealable approval of this Third
Amendment by the Director of the CPUC Energy Division, without
modification or condition unacceptable to either Party in its sole
discretion, as reasonable and assuring the full recovery by Buyer of all of
its costs hereunder, subject only to a review of the reasonableness of
Buyer's administration of this Third Amendment.

“Part A™: the portion of Seller’s Portfolio that will continue to use the
CSEB for the Baseline calculation for settlements (used for non-
Temperature Sensitive Customers, or those deemed to be non-
Temperature Sensitive Customers pursuant to this Third Amendment).

“Part B”: the portion of Seller’s Portfolio that will use the Adjusted CSEB
for the Baseline calculation for settlements (used for Temperature
Sensitive Customers).

Temperature Sensitive Customers: Customers whose electric load varies
significantly with the outside air temperature.

Article 2 of the Purchase Agreement is amended by deleting Section 2.2 in its entirety
and replacing it with the following:

2.2 Approval; Effective Date and Delivery Term

This Third Amendment shall become effective on the date executed by both
Parties (“Effective Date™) and is subject to Director Approval or CPUC
Approval. Buyer and Seller will work to obtain either Director Approval or
CPUC Approval in a timely manner, and, if either form is received by June 6,
2008, this Third Amendment shall be operative during the Delivery Months of
July 2008 through October 2008 and shall terminate on December 31, 2008. If
neither Director Approval nor CPUC approval is received by June 6, 2008,
this Third Amendment will terminate by its terms on June 14, 2008.

.
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ARTICLE 3

A. Article 3 of the Purchase Agreement is amended by adding the following:

3.2.]

For July, August and September of 2008, Seller’'s Commitment Level shall

be modified as follows:

3.3.1

332

333

July 2008 20 MW
August 2008 _23 MW
September 2008 ___ 23 @ MW

For July, August, September and October 2008 only, Seller shall, in
addition to the requirements on Article 3.3, submit its Seller’s Portfolio
divided into two parts, one for Part A and one for Part B.

Seller shall provide the breakdown (by megawatt) of what portion of the
Commitment Level is comprised of Part A and what portion of the
Commitment Level is comprised of Part B (collectively the “Breakdown™)
at the time Seller submits the Service Agreements for Seller’s Portfolio in
accordance with Article 3.3. Seller shall also specify, at that same time,
what Service Agreements are in Part A and what Service Agreements are
in Part B. A Service Agreement cannot be in both Part A and Part B. Once
an SA has been submitted for Part A or Part B, it may not be later moved
between Part A and Part B during the summer of 2008. The Breakdown
must be submitted to PG&E no later than 30 days before the start of the
Delivery Month. The aggregate megawatt total MW for Parts A and Part B
shall equal the Commitment Level in Article 3.2.1. If the Breakdown is
not submitted, the entire Commitment Level shall be deemed to be fully
comprised of Part A and treated accordingly.

If this Third Amendment terminates by its terms because it has not been
approved by the CPUC by June 6, 2008, Seller shall notify Buyer by June
13, 2008 of any Service Agreement to be deleted from Seller’s Portfolio
for the July Delivery Month. Otherwise, all Service Agreements submitted
for Part A or Part B will be considered by Buyer for inclusion in Seller’s
Portfolio.

B. Article 3 1s amended by deleting 3.6 in its entirety and replacing it with the
following:
3.6 PG&E shall settle Seller’s Portfolio using separate Baseline

methodologies for Part A and Part B (as illustrated in Appendix A to this
Third Amendment):

3.6.1 Part A Baseline Calculation:

A/
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The Baseline for Part A shall be the Customer Specific Baseline (“CSEB™)
for Part A (“Part A CSEB™) calculated as follows:

No later than the fifth (5th) calendar day of the month following a
Delivery Month in which there was a DR Event, Seller shall provide to
Buyer a valid CSEB accounting for Part A Customers during the
preceding month, in a form of Appendix A to this Third Amendment. The
Part A CSEB accounting shall be valid if there are at least ten (10) similar
days of interval data available for the month being calculated. The Part A
CSEB shall be the hourly average electric use for all Customers in Part A
of Seller’s Portfolio based on the three (3) highest energy use days out of
the ten (10) similar days prior to a DR Event for Customers in Part A of
Seller’s Portfolio. The three (3) highest energy use days are those days
with the highest total kilowatt hour use for Part A of Seller’s Portfolio
during DR Hours. The hourly load profile for Part A of Seller’s Portfolio
on any given day during the DR Program shall be determined by summing
the hour—by-hour interval data for each of the Service Agreements in Part
A of Seller’s Portfolio. The past ten (10) similar days shall include
Monday through Friday, excluding NERC Holidays and days when the
Customer was paid to reduce load under an interruptible or other
curtailment program or days when rotating outages were called.

3.6.2 Part B Baseline Calculation:

The Baseline for Part B shall be the CSEB for Part B (“Part B CSEB™) as
adjusted by the ratio of the actual load to the predicted load in the four
hours prior to the DR Event (“Adjusted CSEB”™), calculated in two steps as
follows:

Step 1 — Determine the Part B CSEB.

No later than the fifth (5th) calendar day of the month following a
Delivery Month in which there was a DR Event, Seller shall provide to
Buyer a valid CSEB accounting for Part B Customers during the
preceding month, in a form of Appendix A to this Third Amendment. The
CSEB accounting shall be valid if there are at least ten (10) similar days of
interval data available for the month being calculated. The Part B CSEB
shall be the hourly average electric use for all Customers in Part B of
Seller’s Portfolio based on the three (3) highest energy use days out of the
ten (10) similar days prior to a DR Event for Customers in Part B of
Seller’s Portfolio. The three (3) highest energy use days are those days
with the highest total kilowatt hour use for Part B of Seller’s Portfolio
during DR Hours. The hourly load profile for Part B of Seller’s Portfolio
on any given day during the DR Program shall be determined by summing
the hour-by-hour interval data for each of the Service Agreements in Part

J—/a
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B of Seller’s Portfolio. The past ten (10) similar days shall include
Monday through Friday, excluding NERC Holidays and days when the
Customer was paid to reduce load under an interruptible or other
curtailment program or days when rotating outages were called.

Step 2 — Determine the Adjusted CSEB.

Adjust the Part B CSEB by the ratio of the actual load to the predicted
load in the four hours prior to the DR Event, where:

the actual load in those four hours is the sum of the total kilowatt
hour usage for the Part B of Seller’s Portfolio during those four
hours prior to the event hours; and

the Predicted load is the sum of the average kilowatt hour usage for
Part B of Seller’s Portfolio during those four hours prior to the
event hours for the same three days as used to establish the Part B
CSEB.

The adjustment ratio is limited to a change in the hourly Adjusted CSEB
of no more than a 20% increase or decrease from the Part B CSEB.

C. Article 3 of the Purchase Agreement is amended by adding the following Section
as follows:

3.6.A Seller shall not encourage Customers to increase electric demand prior to a
DR Event solely for the purpose of increasing the Adjusted CSEB. Seller may, however,
encourage Customers to use demand response strategies such as pre-cooling a building
prior to a DR Event in order to meet their load reduction commitments during a DR
Event. PG&E reserves the right to evaluate actions taken by Seller’s Customers prior to
and during the DR Event.

ARTICLE 4 OF THE AGREEMENT IS REVISED AS FOLLOWS:

A Article 4 of the Purchase Agreement is amended by deleting Section 4.1 and
replacing with the following:

4.1 Payments

Monthly payments shall be the sum of (a) the Monthly Option Premium Payment for
Part A, added to the Monthly Option Premium Payment for Part B; and (b) the Monthly
Energy Payment for Part A added to the Monthly Energy Payment for Part B.

4.1.1 Monthly Option Premium Payment for Part A Calculation

5 1/27/ed



If Buyer calls a DR Event during a Delivery Month, the Option Premium Payment for
Part A for such month shall be the sum of the Adjusted Hourly Option Premium
Payments for Part A for such month as adjusted pursuant to Chart 4.1.1, below, and as
further illustrated in Appendix IV (“Adjusted Hourly Option Premium Reduction™). If
Buyer does not call a DR Event during a month, the Option Premium Payment for Part A
for such month shall be equal to the product of the Commitment Level for Part A and
Option Premium Price for such month.

Chart 4.1.1
Hourly Delivered Adjusted Hourly Option Premium Payment Reduction for
Capacity Ratio for Part A Calculation
Part A
>0.90 and = 1.00 Adjusted Hourly Option Premium Payment for Part A =
[Unadjusted Hourly Option Premium Payment for Part A] x
[Hourly Delivered Capacity Ratio for Part A]
= (.75 and <0.90 Adjusted Hourly Option Premium Payment for Part A =
[Unadjusted Hourly Option Premium Payment for Part A] x
[0.50]
> 0.50 and < 0.75 Adjusted Hourly Option Premium Payment for Part A =10
=0 and <0.50 Adjusted Hourly Option Premium Reduction for Part A =
[Unadjusted Hourly Option Premium Payment for Part A] x
[(0.50 — Hourly Delivered Capacity Ratio for Part A)].
Reduction Payment shall be paid by Seller to Buyer.
Where:

1. The Hourly Delivered Capacity Ratio for Part A for the DR Hour
is equal to the Part A CSEB for the DR Hour minus the average demand for
Part A during the DR Hour divided by the Commitment Level for Part A. The
average demand is defined as the energy (in kilowatt hours) consumed during
the DR Hour converted to demand measured in kilowatts. The Hourly
Delivered Capacity for Part A cannot be greater than the Commitment Level
for Part A or less than zero (0).

7 3 The Unadjusted Hourly Option Premium Payment for Part A is
equal to the product of the Commitment Level for Part A and the Option
Premium Price for the month, divided by the number of scheduled DR Hours
in the Delivery Month.

4.1.2 Monthly Option Premium Payment for Part B Calculation

If Buyer calls a DR Event during a Delivery Month, the Option Premium Payment for
Part B for such month shall be the sum of the Adjusted Hourly Option Premium

V.
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Payments for Part B for such month as adjusted pursuant to Chart 4.1.2, below, and as
further illustrated in Appendix IV (“Adjusted Hourly Option Premium Reduction™). If
Buyer does not call a DR Event during a month, the Option Premium Payment for Part B
for such month shall be equal to the product of the Commitment Level for Part B and
Option Premium Price for such month.

Chart 4.1.2
Hourly Delivered Adjusted Hourly Option Premium Payment Reduction for
Capacity Ratio for Part B Calculation
Part B

=0.90 and < 1.00

Adjusted Hourly Option Premium Payment for Part B =
[Unadjusted Hourly Option Premium Payment for Part B] x
[Hourly Delivered Capacity Ratio for Part B]

> 0.75 and <0.90

Adjusted Hourly Option Premium Payment for Part B =
[Unadjusted Hourly Option Premium Payment for Part B] x
[0.50]

=0.50 and < 0.75

Adjusted Hourly Option Premium Payment for Part B =10

=>0and <0.50 Adjusted Hourly Option Premium Reduction for Part B =
[Unadjusted Hourly Option Premium Payment for Part B] x
[(0.50 — Hourly Delivered Capacity Ratio for Part B)].
Reduction Payment shall be paid by Seller to Buyer.
Where:

1. The Hourly Delivered Capacity Ratio for Part B for the DR Hour is
equal to the Adjusted CSEB for Part B for the DR. Hour minus the average
demand for Part B during the DR Hour divided by the Commitment Level for
Part B. The average demand is defined as the energy (in kilowatt hours)
consumed during the DR Hour converted to demand measured in kilowatts.
The Hourly Delivered Capacity for Part B cannot be greater than the
Commitment Level for Part B or less than zero (0).

2 The Unadjusted Hourly Option Premium Payment for Part B is
equal to the product of the Commitment Level for Part B and the Option
Premium Price for the month, divided by the number of scheduled DR. Hours
in the Delivery Month.

4.1.3 Energy Payment for Part A Calculation

If a DR Event is called by Buyer, Seller shall be paid a DR Energy Price, as
specified in the table in Article 4.4 of the Agreement, for delivered DR for Part A.
Seller shall not be paid unless a DR Event is called by Buyer and meter data

Ly
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received by Buyer verifies and demonstrates that Seller’s Portfolio for Part A has
reduced energy consumption associated with the DR as described below.

If no DR Events were called during the Delivery Month, then the monthly Energy
Payment is zero (0).

If one or more DR Events were called during the Delivery Month, the monthly
Energy Payment for Part A shall be the sum of the Hourly Energy Payments for
Part A. For all DR Events other than a Day-of exercise for a CCA or Direct
Access Customer where an SC-to-SC trade was not performed due to insufficient
notification time, the Hourly Energy Payment for Part A will be determined as
follows:

i. [IfDelivered Energy for Part A yg = Commitment Level for Part A

Hourly Energy Payment for Part Ayg = [Delivered Energy for Part
Ayr]x [Energy Price ug]

ii. If Delivered Energy for Part A yg < Commitment Level for Part A

Hourly Energy Payment for Part Agg = [Delivered Energy for Part
Apr X Energy Price yr] — [(Commitment Level for Part A - Delivered
Energy for Part Ayg) x [(the greater of the CAISO’s ex-post energy
price for the event hour or the Energy Price ygr) - the Energy Price ur]]

Where:

Energy Price ygr = Energy Price from the table in Article 4.4 of the
Agreement

Delivered Energy for Part A yg = Part A CSEB - the metered energy
for that hour for Part A

Buyer shall not, without having given its prior consent, be obligated to pay Seller
for Delivered Energy for Part Ayg that exceeds 150 percent of Seller’s
Commitment Level for Part A in any hour.

Should, during a DR Event, an SC-to-5C trade (due to a Day-of exercise being
supplied from a portion of Seller’s Portfolio supplied from CCA or Direct Access
Customers) not be performed due to insufficient notification time, the Hourly
Energy Payments for Part A to Seller shall be based on the above formula and
reduced to reflect the CAISO credit that would be expected to be paid to Seller’s
SC for generation equal to the portion of Seller’s Commitment Level for Part A
that is from CCA or Direct Access Customers’ DR reduction. Seller shall be
responsible for the Distribution Loss Factor for each Service Agreement to
account for delivery at the CAISO interface. Appendix V contains an example of
how the energy payment is calculated for DR Event for CCA or Direct Access
transactions where an SC-to-SC trade was not performed.

A4
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4.1.3 Energy Payment for Part B Calculation

If a DR Event is called by Buyer, Seller shall be paid a DR Energy Price, as
specified in Article 4.4 of the Agreement, for delivered DR for Part B. Seller shall
not be paid unless a DR Event is called by Buyer and meter data received by
Buyer verifies and demonstrates that Seller’s Portfolio for Part B has reduced
energy consumption associated with the DR as described below.

If no DR Events were called during the Delivery Month, then the monthly Energy
Payment is zero (0).

If one or more DR Events were called during the Delivery Month, the monthly
Energy Payment for Part B shall be the sum of the Hourly Energy Payments for
Part B. For all DR Events other than a Day-of exercise for a CCA or Direct
Access Customer where an SC-to-SC trade was not performed due to insufficient
notification time, the Hourly Energy Payment for Part B will be determined as
follows:

i If Delivered Energy for Part B yg 2 Commitment Level for Part B

Hourly Energy Payment for Part Byg = [Delivered Energy for Part Bur]x
[Energy Price ug]

ii. If Delivered Energy for Part B yg < Commitment Level for Part B

Hourly Energy Payment for Part Byr = [Delivered Energy for Part Byg x
Energy Price pr) — [(Commitment Level for Part B - Delivered Energy for
Part Byg) x [(the greater of the CAISO’s ex-post energy price for the event
hour or the Energy Price ug) - the Energy Price ygr]]

Where:

Energy Price yg = Energy Price from the table in Article 4.4 of the
Agreement

Delivered Energy for Part B yr = Adjusted CSEB — the metered energy for
that hour for Part B

Buyer shall not, without having given its prior consent, be obligated to pay Seller
for Delivered Energy for Part Byg that exceeds 150 percent of Seller’s
Commitment Level for Part B in any hour.

Should, during a DR Event, an SC-to-SC trade (due to a Day-of exercise being
supplied from a portion of Seller’s Portfolio supplied from CCA or Direct Access
Customers) not be performed due to insufficient notification time, the Hourly
Energy Payments for Part B to Seller shall be based on the above formula and

A
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reduced to reflect the CAISO credit that would be expected to be paid to Seller’s
SC for generation equal to the portion of Seller’s Commitment Level for Part B
that is from CCA or Direct Access Customers’ DR reduction. Seller shall be
responsible for the Distribution Loss Factor for each SA to account for delivery at
the CAISO interface. Agreement, Appendix V contains an example of how the
energy payment is calculated for DR Event for CCA or Direct Access transactions
where an SC-to-5SC trade was not performed.

ARTICLE 7 OF THE AGREEMENT IS BE REVISED AS FOLLOWS:

7.2.1 Seller will increase any Performance Assurance required by Article 7
above to reflect the higher new total Commitment Level stated in
Article 3.2.1 above. The Collateral increase will be in place not later than
| day before the July Delivery Month

OTHER TERMS AND CONDITIONS.

Capitalized terms used but not defined herein will have the meaning ascribed to
them elsewhere in the Agreement.

Except as specifically modified and amended herein, all other terms, conditions,
and provisions of the Agreement are and shall remain in full force and effect.

PACIFIC GA§ A ENERGYCONNECT, INC.

?h By: By: .éz‘ éz.‘,._é(u
Name: Helen A. Burt Nawe:  Crime Mauilues
e T N0 Tl . Pricidoed

Date: March 31, 2008 Date /¥ arc 4 27 209
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SECOND AMENDMENT TO
DEMAND RESPONSE PURCHASE AGREEMENT
DATED: FEBRUARY 23, 2007 BETWEEN PACIFIC GAS AND ELECTRIC
COMPANY AND ENERNOC INC.

In accordance with the herein terms, Pacific Gas and Electric Company (“Buyer™) and
EnerNOC Inc. (“Seller™) agree to the following second Amendment (**Second
Amendment™) to the Demand Response Purchase Agreement dated February 23, 2007
(*Purchase Agreement”), as amended in writing by the Parties on September 1, 2007
(collectively referred to as the “Agreement”):

GENERAL

Any and all changes made to the Agreement through this Second Amendment are
effective only during the period of time that the Second Amendment is effective. Upon
the earlier of the termination of the Second Amendment or December 31, 2008, all terms
and conditions comprising the Agreement shall return to the form immediately prior to
the Effective Date of this Second Amendment.

ARTICLE 1

A. Article 1 of the Purchase Agreement is amended by deleting Sections 1.3 and 1.9 and
replacing with the following:

1.3 *Baseline”: the amount of capacity and energy use from Part A and Part B
of Seller’s Portfolio from which demand reduction shall be measured as
described in Section 3.6 and Appendix I.

1.9  “CPUC Approval™: A final, non-appealable order issued by the CPUC
approving this Second Amendment, without modification or condition
unacceptable to either Party in its sole discretion, as reasonable and
assuring the full recovery by Buyer of all of its costs hereunder, subject

only to a review of the reasonableness of Buyer’s administration of this
Second Amendment.

B. Article 1 of the Purchase Agreement is amended by adding the following definitions:

1.32  “Adjusted CSEB™: the Baseline as defined in Article 3.6.2 used for Part B
of Seller’s Portfolio.

1.33  “Breakdown™: has the meaning set forth in Section 3.3.2.



1.34

1.35

1.36

1.37

1.38

1.39

ARTICLE 2

“Commitment Level for Part A™: that part of the Commitment Level that
represents the amount of reduction in electric use by Customers in Part A
of Seller’s Portfolio that Seller is obligated to provide in each hour relative
to Baseline as further defined in Articles 3.6.1.

“Commitment Level for Part B™: that part of the Commitment Level that
represents the amount of reduction in electric use by Customers in Part B
of Seller’s Portfolio that Seller is obligated to provide in each hour relative
to Baseline as further defined in Articles 3.6.2.

“Director Approval™: A written, non-appealable approval of this Second
Amendment by the Director of the CPUC Energy Division, without
modification or condition unacceptable to either Party in its sole
discretion, as reasonable and assuring the full recovery by Buyer of all of
its costs hereunder, subject only to a review of the reasonableness of
Buyer's administration of this Second Amendment.

“Part A”: the portion of Seller’s Portfolio that will continue to use the
CSEB for the Baseline calculation for settlements (used for non-
Temperature Sensitive Customers, or those deemed to be non-
Temperature Sensitive Customers pursuant to this Second Amendment).

“Part B”: the portion of Seller's Portfolio that will use the Adjusted CSEB
for the Baseline calculation for settlements (used for Temperature
Sensitive Customers).

Temperature Sensitive Customers: Customers whose electric load varies
significantly with the outside air temperature.

Article 2 of the Purchase Agreement is amended by deleting Section 2.2 in its entirety
and replacing it with the following:

2.2 Approval; Effective Date and Delivery Term

This Second Amendment shall become effective on the date executed by both
Parties (“Effective Date™) and is subject to Director Approval or CPUC
Approval. Buyer and Seller will work to obtain either Director Approval or
CPUC Approval in a timely manner, and, if either form is received by June 6,
2008, this Second Amendment shall be operative during the Delivery Months
of July 2008 through October 2008 and shall terminate on December 31,
2008. If neither Director Approval nor CPUC approval is received by June 6,
2008, this Second Amendment will terminate by its terms on June 14, 2008.



ARTICLE 3

A. Article 3 of the Purchase Agreement is amended by adding the following:

3.2.1

For July, August and September of 2008, Seller's Commitment Level shall

be modified as follows:

331

3.3.2

3.3.3

July 2008 34 MW
August 2008 40 MW
September 2008 40 MW

For July, August, September and October 2008 only, Seller shall, in
addition to the requirements on Article 3.3, submit its Seller’s Portfolio
divided into two parts, one for Part A and one for Part B.

Seller shall provide the breakdown (by megawatt) of what portion of the
Commitment Level is comprised of Part A and what portion of the
Commitment Level is comprised of Part B (collectively the “Breakdown™)
at the time Seller submits the Service Agreements for Seller’s Portfolio in
accordance with Article 3.3. Seller shall also specify, at that same time,
what Service Agreements are in Part A and what Service Agreements are
in Part B. A Service Agreement cannot be in both Part A and Part B. Once
an SA has been submitted for Part A or Part B, it may not be later moved
between Part A and Part B during the summer of 2008, The Breakdown
must be submitted to PG&E no later than 30 days before the start of the
Delivery Month. The aggregate megawatt total MW for Parts A and Part B
shall equal the Commitment Level in Article 3.2.1. If the Breakdown is
not submitted, the entire Commitment Level shall be deemed to be fully
comprised of Part A and treated accordingly.

If this Second Amendment terminates by its terms because it has not been
approved by the CPUC by June 6, 2008, Seller shall notify Buyer by June
13, 2008 of any Service Agreement to be deleted from Seller’s Portfolio
for the July Delivery Month. Otherwise, all Service Agreements submitted
for Part A or Part B will be considered by Buyer for inclusion in Seller’s
Portfolio.

B. Article 3 is amended by deleting 3.6 in its entirety and replacing it with the
following:
3.6  PG&E shall settle Seller’s Portfolio using separate Baseline

methodologies for Part A and Part B (as illustrated in Appendix A to this
Second Amendment):

3.6.1 Part A Baseline Calculation:



The Baseline for Part A shall be the Customer Specific Baseline (“CSEB™)
for Part A (“Part A CSEB") calculated as follows:

No later than the fifth (5th) calendar day of the month following a
Delivery Month in which there was a DR Event, Seller shall provide to
Buyer a valid CSEB accounting for Part A Customers during the
preceding month, in a form of Appendix A to this Second Amendment.
The Part A CSEB accounting shall be valid if there are at least ten (10)
similar days of interval data available for the month being calculated. The
Part A CSEB shall be the hourly average electric use for all Customers in
Part A of Seller’s Portfolio based on the three (3) highest energy use days
out of the ten (10) similar days prior to a DR Event for Customers in Part
A of Seller’s Portfolio. The three (3) highest energy use days are those
days with the highest total kilowatt hour use for Part A of Seller’s
Portfolio during DR Hours. The hourly load profile for Part A of Seller’s
Portfolio on any given day during the DR Program shall be determined by
summing the hour-by-hour interval data for each of the Service
Agreements in Part A of Seller’s Portfolio. The past ten (10) similar days
shall include Monday through Friday, excluding NERC Holidays and days
when the Customer was paid to reduce load under an interruptible or other
curtailment program or days when rotating outages were called.

3.6.2 Part B Baseline Calculation:

The Baseline for Part B shall be the CSEB for Part B (“Part B CSEB”) as
adjusted by the ratio of the actual load to the predicted load in the four
hours prior to the DR Event (“Adjusted CSEB™), calculated in two steps as
follows:

Step 1 — Determine the Part B CSEB.

No later than the fifth (5th) calendar day of the month following a
Delivery Month in which there was a DR Event, Seller shall provide to
Buyer a valid CSEB accounting for Part B Customers during the
preceding month, in a form of Appendix A to this Second Amendment.
The CSEB accounting shall be valid if there are at least ten (10) similar
days of interval data available for the month being calculated. The Part B
CSEB shall be the hourly average electric use for all Customers in Part B
of Seller’s Portfolio based on the three (3) highest energy use days out of
the ten (10) similar days prior to a DR Event for Customers in Part B of
Seller’s Portfolio. The three (3) highest energy use days are those days
with the highest total kilowatt hour use for Part B of Seller’s Portfolio
during DR Hours. The hourly load profile for Part B of Seller’s Portfolio
on any given day during the DR Program shall be determined by summing
the hour—by-hour interval data for each of the Service Agreements in Part



B of Seller’s Portfolio. The past ten (10) similar days shall include
Monday through Friday, excluding NERC Holidays and days when the
Customer was paid to reduce load under an interruptible or other
curtailment program or days when rotating outages were called.

Step 2 — Determine the Adjusted CSEB.

Adjust the Part B CSEB by the ratio of the actual load to the predicted
load in the four hours prior to the DR Event, where:

the actual load in those four hours is the sum of the total kilowatt
hour usage for the Part B of Seller’s Portfolio during those four
hours prior to the event hours; and

the Predicted load is the sum of the average kilowatt hour usage for
Part B of Seller’s Portfolio during those four hours prior to the
event hours for the same three days as used to establish the Part B
CSEB.

The adjustment ratio is limited to a change in the hourly Adjusted CSEB
of no more than a 20% increase or decrease from the Part B CSEB.

£ Article 3 of the Purchase Agreement is amended by adding the following Section
as follows:

3.6.A Seller shall not encourage Customers to increase electric demand prior to a
DR Event solely for the purpose of increasing the Adjusted CSEB. Seller may, however,
encourage Customers to use demand response strategies such as pre-cooling a building
prior to a DR Event in order to meet their load reduction commitments during a DR
Event. PG&E reserves the right to evaluate actions taken by Seller’s Customers prior to
and during the DR Event.

ARTICLE 4 OF THE AGREEMENT IS REVISED AS FOLLOWS:

A Article 4 of the Purchase Agreement is amended by deleting Section 4.1 and
replacing with the following:

4.1 Payments

Monthly payments shall be the sum of: (a) the Monthly Option Premium Payment for
Part A, added to the Monthly Option Premium Payment for Part B; and (b) the Monthly
Energy Payment for Part A added to the Monthly Energy Payment for Part B.

4.1.1 Monthly Option Premium Payment for Part A Calculation



If Buyer calls a DR Event during a Delivery Month, the Option Premium Payment for
Part A for such month shall be the sum of the Adjusted Hourly Option Premium
Payments for Part A for such month as adjusted pursuant to Chart 4.1.1, below, and as
further illustrated in Appendix IV (“Adjusted Hourly Option Premium Reduction™). If
Buyer does not call a DR Event during a month, the Option Premium Payment for Part A
for such month shall be equal to the product of the Commitment Level for Part A and
Option Premium Price for such month.

Chart 4.1.1

Hourly Delivered Adjusted Hourly Option Premium Payment Reduction for
Capacity Ratio for Part A Calculation

Part A

=050 and < 1.00

Adjusted Hourly Option Premium Payment for Part A =
[Unadjusted Hourly Option Premium Payment for Part A] x
[Hourly Delivered Capacity Ratio for Part A]

=0.75 and <0.90

Adjusted Hourly Option Premium Payment for Part A =
[Unadjusted Hourly Option Premium Payment for Part A] x
[0.50]

= 0.50 and < 0.75 Adjusted Hourly Option Premium Payment for Part A =10
>0and <0.50 Adjusted Hourly Option Premium Reduction for Part A =
[Unadjusted Hourly Option Premium Payment for Part A] x
[(0.50 — Hourly Delivered Capacity Ratio for Part A)].
Reduction Payment shall be paid by Seller to Buyer.
Where:

L The Hourly Delivered Capacity Ratio for Part A for the DR Hour
is equal to the Part A CSEB for the DR Hour minus the average demand for
Part A during the DR Hour divided by the Commitment Level for Part A. The
average demand is defined as the energy (in kilowatt hours) consumed during
the DR Hour converted to demand measured in kilowatts. The Hourly
Delivered Capacity for Part A cannot be greater than the Commitment Level
for Part A or less than zero (0).

- 5 The Unadjusted Hourly Option Premium Payment for Part A is
equal to the product of the Commitment Level for Part A and the Option
Premium Price for the month, divided by the number of scheduled DR. Hours
in the Delivery Month.

4.1.2 Monthly Option Premium Payment for Part B Calculation

If Buyer calls a DR Event during a Delivery Month, the Option Premium Payment for
Part B for such month shall be the sum of the Adjusted Hourly Option Premium




Payments for Part B for such month as adjusted pursuant to Chart 4.1.2, below, and as
further illustrated in Appendix IV (*Adjusted Hourly Option Premium Reduction™). If
Buyer does not call a DR Event during a month, the Option Premium Payment for Part B
for such month shall be equal to the product of the Commitment Level for Part B and
Option Premium Price for such month.

Chart 4.1.2
Hourly Delivered Adjusted Hourly Option Premium Payment Reduction for
Capacity Ratio for Part B Calculation
Part B
> 0.90 and < 1.00 Adjusted Hourly Option Premium Payment for Part B =
[Unadjusted Hourly Option Premium Payment for Part B] x
[Hourly Delivered Capacity Ratio for Part B]
= 0.75 and <0.90 Adjusted Hourly Option Premium Payment for Part B =
[Unadjusted Hourly Option Premium Payment for Part B] x
[0.50]
>0.50 and <0.75 Adjusted Hourly Option Premium Payment for Part B =0
=0 and < 0.50 Adjusted Hourly Option Premium Reduction for Part B =
[Unadjusted Hourly Option Premium Payment for Part B] x
[(0.50 — Hourly Delivered Capacity Ratio for Part B)].
Reduction Payment shall be paid by Seller to Buyer.
Where:
, & The Hourly Delivered Capacity Ratio for Part B for the DR Hour is

equal to the Adjusted CSEB for Part B for the DR Hour minus the average
demand for Part B during the DR Hour divided by the Commitment Level for
Part B. The average demand is defined as the energy (in kilowatt hours)
consumed during the DR Hour converted to demand measured in kilowatts.
The Hourly Delivered Capacity for Part B cannot be greater than the
Commitment Level for Part B or less than zero (0).

2 The Unadjusted Hourly Option Premium Payment for Part B is
equal to the product of the Commitment Level for Part B and the Option
Premium Price for the month, divided by the number of scheduled DR Hours
in the Delivery Month.

4.1.3 Energy Payment for Part A Calculation
If a DR Event is called by Buyer, Seller shall be paid a DR Energy Price, as

specified in the table in Article 4.4 of the Agreement, for delivered DR for Part A.
Seller shall not be paid unless a DR Event is called by Buyer and meter data



received by Buyer verifies and demonstrates that Seller’s Portfolio for Part A has
reduced energy consumption associated with the DR as described below.

If no DR Events were called during the Delivery Month, then the monthly Energy
Payment is zero (0).

If one or more DR. Events were called during the Delivery Month, the monthly
Energy Payment for Part A shall be the sum of the Hourly Energy Payments for
Part A. For all DR Events other than a Day-of exercise for a CCA or Direct
Access Customer where an SC-to-5C trade was not performed due to insufficient
notification time, the Hourly Energy Payment for Part A will be determined as
follows:

i. If Delivered Energy for Part A yg 2 Commitment Level for Part A

Hourly Energy Payment for Part Ayr = [Delivered Energy for Part
Apr]x [Energy Price yg]

ii. If Delivered Energy for Part A yg < Commitment Level for Part A

Hourly Energy Payment for Part Ayg = [Delivered Energy for Part
Anr x Energy Price yr] — [(Commitment Level for Part A - Delivered
Energy for Part Ayg) x [(the greater of the CAISO’s ex-post energy
price for the event hour or the Energy Price ugr) - the Energy Price ug]]

Where:

Energy Price yg = Energy Price from the table in Article 4.4 of the
Agreement

Delivered Energy for Part A yg = Part A CSEB — the metered energy
for that hour for Part A

Buyer shall not, without having given its prior consent, be obligated to pay Seller
for Delivered Energy for Part Aug that exceeds 150 percent of Seller’s
Commitment Level for Part A in any hour.

Should, during a DR Event, an SC-to-5C trade (due to a Day-of exercise being
supplied from a portion of Seller’s Portfolio supplied from CCA or Direct Access
Customers) not be performed due to insufficient notification time, the Hourly
Energy Payments for Part A to Seller shall be based on the above formula and
reduced to reflect the CAISO credit that would be expected to be paid to Seller’s
SC for generation equal to the portion of Seller’s Commitment Level for Part A
that is from CCA or Direct Access Customers’ DR reduction. Seller shall be
responsible for the Distribution Loss Factor for each Service Agreement to
account for delivery at the CAISO interface. Appendix V contains an example of
how the energy payment is calculated for DR Event for CCA or Direct Access
transactions where an SC-to-SC trade was not performed.



4.1.3 Energy Payment for Part B Calculation

If a DR Event is called by Buyer, Seller shall be paid a DR Energy Price, as
specified in Article 4.4 of the Agreement, for delivered DR for Part B. Seller shall
not be paid unless a DR Event is called by Buyer and meter data received by
Buyer verifies and demonstrates that Seller’s Portfolio for Part B has reduced
energy consumption associated with the DR as described below.

If no DR Events were called during the Delivery Month, then the monthly Energy
Payment is zero (0).

If one or more DR Events were called during the Delivery Month, the monthly
Energy Payment for Part B shall be the sum of the Hourly Energy Payments for
Part B. For all DR Events other than a Day-of exercise for a CCA or Direct
Access Customer where an SC-to-SC trade was not performed due to insufficient
notification time, the Hourly Energy Payment for Part B will be determined as
follows:

i. If Delivered Energy for Part B yr 2 Commitment Level for Part B

Hourly Energy Payment for Part Byg = [Delivered Energy for Part Bug]x
[Energy Price pg]

ii. If Delivered Energy for Part B yg < Commitment Level for Part B

Hourly Energy Payment for Part Byg = [Delivered Energy for Part Byg x
Energy Price yg) — [(Commitment Level for Part B - Delivered Energy for
Part Bug) X [(the greater of the CAISO’s ex-post energy price for the event
hour or the Energy Price yg) - the Energy Price ur]]

Where:

Energy Price yr = Energy Price from the table in Article 4.4 of the
Agreement

Delivered Energy for Part B yg = Adjusted CSEB — the metered energy for
that hour for Part B

Buyer shall not, without having given its prior consent, be obligated to pay Seller
for Delivered Energy for Part Bug that exceeds 150 percent of Seller’s
Commitment Level for Part B in any hour.

Should, during a DR Event, an SC-to-5C trade (due to a Day-of exercise being
supplied from a portion of Seller’s Portfolio supplied from CCA or Direct Access
Customers) not be performed due to insufficient notification time, the Hourly
Energy Payments for Part B to Seller shall be based on the above formula and



reduced to reflect the CAISO credit that would be expected to be paid to Seller’s
SC for generation equal to the portion of Seller’s Commitment Level for Part B
that is from CCA or Direct Access Customers’ DR reduction. Seller shall be
responsible for the Distribution Loss Factor for each SA to account for delivery at
the CAISO interface. Agreement, Appendix V contains an example of how the
energy payment is calculated for DR Event for CCA or Direct Access transactions
where an SC-to-5C trade was not performed.

ARTICLE 7 OF THE AGREEMENT IS BE REVISED AS FOLLOWS:
7.2.1 Seller will increase any Performance Assurance required by Article 7
above to reflect the higher new total Commitment Level stated in

Article 3.2.1 above. The Collateral increase will be in place not later than
| day before the July Delivery Month

OTHER TERMS AND CONDITIONS.

Capitalized terms used but not defined herein will have the meaning ascribed to
them elsewhere in the Agreement.

Except as specifically modified and amended herein, all other terms, conditions,
and provisions of the Agreement are and shall remain in full force and effect.

PﬁC[WTL&TMW ENER%
By " By:

Name: Helen A. Burt Name: Mf’ﬂ’ € TiearScn
Title: SVP and CCO Title: CFo
Date: March 31, 2008 Date 3/ 28/og
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DECLARATION OF KENNETH E. ABREU
SEEKING CONFIDENTIAL TREATMENT
FOR CERTAIN INFORMATION CONTAINED
IN ADVICE LETTER TO REVISE AGGREGATOR MANAGEMENT
PROGRAM CONTRACTS

I, Kenneth E. Abreu, declare:

1. I have been employed by Pacific Gas and Electric Company (PG&E) from 1977 -
to 1999 and again from 2006 to present. My current title is Principal Regulatory Analyst in the
PG&E’s Demand Side Resources Department. In this position, my responsibilities include
developing policy, plans and strategies on demand response as well as overseeing the negotiating
of demand response agreements with sellers and other counter parties in the business of
providing demand response. In carrying out these responsibilities, I have acquired knowledge of
PG&E contracts with such sellers. :

2. Based on my knowledge and experience, I make this declaration seeking
confidential treatment of data provided to Energy Division regarding the pricing paid under
contract with PG&E and PG&E'’s electric price forecasts.

8 The data for which PG&E is seeking confidential treatment are subject to a non-
disclosure agreement in the contracts (Article 11). This data also corresponds to a category of
protected, confidential information specified in Appendix 1 of the Commission’s confidentiality
decision, D.06-06-066 (Confidentiality Matrix). Under the confidentiality matrix, the utility
electric bilateral contracts terms and conditions are confidential for three years pursuant to
Section VII B. To the best of my knowledge, the information PG&E seeks to maintain
confidential is not already public. The confidential information cannot be meaningfully

aggregated, redacted, summarized, masked or otherwise protected in a way that allows additional

disclosure.



I declare under penalty, under the laws of the State of California, that the foregoing is

true and correct. Executed on March 28, 2008, at San Francisco, California.

e 7. Qe

—Kenneth E. Abreu

deiy, 4 b
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