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Enclosed are four copies of the Purchase Agreement for the Bottle Rock 
Power Plant and Assignment of Geothermal Steam Lease signed by the Director 
of the Department of Water Resources and the President of Bottle Rock Power 
Corporation. This Agreement requires the approval of the Department of 
General Services before it will be a binding Agreement and we can close. We 
will seek this approval as soon as possible and will provide you with a copy of the 
approved Agreement as soon as it is available. 

We have previously advised you of the existence of Water Code 
Section 11464 which imposes limitations on the authority of the Department to 
sell State Water Project facilities. However, we have concluded that the 
Department has the authority to dispose of the Bottle Rock facilities under Water 
Code Section 11595 without violating the .requirements of Section 11464. 

Also, enclosed are fully executed copies10f Amendment 1 to the 
Memorandum of Understanding and Amendment 1 to the Temporary Permit 

If you have any questions regarding this matter, please call me at (916) 
653-3949 (office) or (916) 489-3048. " 

Sincerely, 

Original Signed By 

Robert W. James 
Staff Counsel 

Enclosures 

cc:	 Ronald E. Suess, President 
Bottle Rock Power Corporation 
725 Farmer's Lane, Suite 8 
Santa Rosa, California 95405 

April 5, 2001 

James Hagan, Esq. 
. The Hagan Law Firm 

A Law Corporation 
350 Cambridge Avenue, Suite 150 
Palo Alto, California 94306. 

DOCKET
 
-l,; 

DATE APR 0 5 20rJl 

REeD y 212001 



bee:	 Garney Hargan 
Ceceilia Vasquez 

Robert W. James:Pat Cannedy 
Text Name: April 5Hagan.ltr 
Spell Check:April 5, 2001 
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.....~'. FIRST AMENDMENT
 
MEMORANDUM OF UNDERSTANDING
, 

REGARDING INTENT TO ENTER INTO AN AGREEMENT
 
FOR THE PURCHASE AND SALE OF BOTTLE ROCK POWER PLANT
 

This first amendment to the Memorandum of Understanding (MOU)is between 
Bottle Rock Power Corporation, a California Corporation, (BRP) and the State of 
California, acting by and through the Department of Water Resources (DWR) r~garding 

DWR's intent to sell and BRP's intent to buy the "Bottle Rock Power Plant" together with 
related property hereinafter described which is located in the Geysers Known 
Geothermal Resources Area in Lake County, California. This amendment modifies the 
MOU between DWR and RES Co., dated November 9, 1999. 

Recitals 

A. RES Co. has assigned its interest in the original MOU to BRP and expresses 
its approval of that assignment by its signature hereto. 

B. DW~ and BRP have reached agreement on a "Purchase Agreement for 
Bottle Rock Power Plant and Assignment of Geothermal Lease" and have signed that 
Agreement which is now being processed for approval by the Departm~nt of General 
Services. It is anticipated that the purchase will close an ownership will transfer in 
approximately sixty (60) days. ~ 

C. Pending Department of General Services approval and closing BRP wishes 
to 

discontinue the payment of permit fees for the Right of Entry permit and wishes to do 
.some non-intrusive investigation of the. Bottle Rock facilities. 

NOW, THEREFORE, the following modifications and amendments are made to 
the original MOU. 

1.	 All reference to RES or RES Co. are deleted and replaced with Bottle 
Rock Power Corporation or BRP as appropriate. 

2.	 The requirement in Section 4 of the MOU is modified to delete further 
payments for the Temporary Permit commencing with the date of this 
Amendment and the said Temporary Permit will be modified concurrently; 
with this amendment to reflect this change and authorize limited non­
.intrusive work prior to closing of the purchase. 

3.	 In all other respects the original MOU remains in full force and effect 
without change. 

~ This first amendment to the Memorandum of Understanding is executed on
 
March .5 ,2001. "­

.<-'.::- .. 
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Dlvtsilon: Energy 
Feature: Bottle Rock Power Plant 
Parcel: GT~21 

County: Lake 

Amendment 1 
Temporary Permit 

That certain Temporary Permit between Ronald E. Suess and the State of 

CalifornIa, Department of Water Resources. dated November 9,1999, is hereby. 

amended as follows: 

1.	 Bottle Rock Power Corporation, a Califomia Corporation, (BRP) the successor in 

interest to Ronald E. Suess is substituted as the Permittee. 

• 2. .Section 2 of the Special Conditions is modified to delete the requirement of 

further payments due after the date of this amendment. 

3.	 Section 1 of the Special Conditions is modified by the addition of the following: 

Permittee may, commencing with the date of Amendment 1. enter the premises 

and undertake the non·intrusive work described in the att1ached Exhibit B except 

that there shall be no work on the steam wells and toxic chemicals shall not be 

brought onto the property_ 

4.	 In all other respects the Temporary Permit shall remain in full torce and effect. 

•
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This Amended Permit Expires on the closing date of the "Purchase Agreement _. 
~, 

for Bottle Rock Power Plant and Assignment of Geothermal Steam Lease," dated ~- ~ 

1: ,2001, but not later than May 30, 2001. . . 

State of California Accepted: 

Permittee 
BotUe Rock Power Corporation 

cx~@.g~ 
Ronald E. Suess. President 
725 Farmer's lane 
Santa Rosa, California 95405 
Phone: (707) 541·0976 

•
 Date:
Da~: i/rP! ~O nqave.b .zoo \ 
\ 

Consent to Substitution of 
Bottle Rock power Corporation as Permittee 

.~<§~ 
Ronald E Suess. Principal RES Co 

Department of Water Resources 

•
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Bottle Rock Power Corporation
 
Bottle Rock Power Plant
 

Escrow Period Punch List
 

flQttle Rock "Power Plant al1d Steamfield Escrow Work Items 

Regulatory:	 Apply for H3S Emission Control Programs (I.CAQMO and Title V). 
Obtain and transfer Cal nOGGR and lAke County Permits. 
Develop and implement IlPP and MSDS Safety Manuals. 
Develop and implement Spilt Prevention Control and Counlenneasure Plan 
(SPCC). 
Develop and implement Site Plan (Hazan.lous Malerials. AB 2588). 
Develop and implement EV<lcuation Pla.n. 

•
 
F'r.lncisco Pall: Check the five well heads and valves aRt! ,... ire mK"ltcollitOl welrs.
 

Replar.e nnd/or service valves.
 
Sand blast and paint as needed.
 
Clean location.
 
Remove tall grass, check fences. and gates, clean up scrap llnd trash areas;
 
Check valves on steil1U line.
 
Check ste<lm line, insulation nnd inspect supports..
 
Check injection lines. iittings. valves, and replace broken gauges.
 
Chedc sump, and inspect any pumps or supports on location.
 
Insp<act sound barrier wall supports.
 
Check any culverts or water lines.
 

Coleman Pad:	 Check the three wellheads and vulves Olat!? ire-line lllonitOiWefls. 
Replace andlor service valves. 
Sand blast and paint as needed. 
Clean location. 
Remove tall grass, ch~k buildings and fencing around sl'mp. 
Inspect sump and water level. 
Check valves on sleam line. 
Check and inspect insulation and supports on stearn line on location. 
Check well site for run-on' and erosion areas on slope or bank of pad. 
Check drainage lrom sump for injection 

West Coleman:	 Check the five well heads and valves eadwire line mel,ite'l' wells'. 
Replace and/or service valves. ' 
S~nd bla,l ~nd pa;llt :I. neerled. 

Check valves on steam linc. 
Check insp«;t insulation and supports on steam line. 
Check and inspect sump for injection and ronoff control. 

, ~. :,f~.-: ..-": 
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Roads on Lease: 

Gathering System: 

• 
Fire Control: 

Power Lines: 

Septic System: 

Field Offic~ and 
Warehouse: 

Clean location.
 
Re.'nOv~ .lall grass and check buildin~s.
 

rnsp~ct location and hillsides fur erosion.
 

Check and repnir, if needed, roads on lease.
 
Clean culverts, drainage ditches, and fill in asnccdcd.
 
Gr<lde road from West Coleman p.ldto Y split in the road al the Coleman .
 
pad entrance.
 
Trim back brush from sides of road.
 

Inspect steam galhering system from each pad to the power plant.
 
Check all insulation wraps and line supports.
 
Inspect any valves and/or cuts in steam line.
 
oRen "'l'i!,~g" '8 elesft otrt 10 of line!
 
CleM lines all the way to the power plant mnirt steam stop valves. (e.")(f("y\'c;.- a i-1 y~_
 

Clear a 30' path around fence line ofpower plant.
 
Remove some brush and over growth for fire control.
 
Conduct pre-fire inspeclion with the local tire department or California
 
Department of Forestry.
 

Inspect for weeds and/or brush "round power poles on the lease.
 
Clear a firebreak arOlmu such as required.
 

Inspect the site septic system.
 
System may need to be pumped or overhauled since likely has not been
 
inspected since the pbmt was buill.
 

Clean the outside y~d of any tr3sh,
 
Remove we~ds and all gra~s cleaning.
 
Re-sl~k scrap iron from various locations to one cemral!oc<\lion.
 
Arrange yard for receiving and storin~ equipment.
 
Bring in debris boxes into which to toad scrap iron and In\sh.
 
Inspect the s~tcs and fences.
 
Check nlel tanks for integrity and safety. ,
 
Inspect rill safety poles aro\md electric boxes, doors and safety marked.
 
Re-stripe parking lot nrtlil. .
 
Check roof and gutters on aU buildings.
 
Clean out office building, and clean floors, paint offices, inspect windows,
 
lights, and kitchen arca.
 
Clean oUl computer room and check all equipment in offices,
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Replace and reparr) .15 needed, restrooms plumbing fixtures.
 
Chcck for fire extinguishers. first-aid kits, and safetyeye wash areas.
 

Clean tool room are".
 
Check all lighting in the shop area.
 
Inspect safety of slairs. rails on storage area above offi~es.
 
Inspect heating and air conditioning system. Clean, repair, and estimate
 
replacement ofeither. Check sewer or septic system.
 
Clean up shop area. "
 
Inspect the interior wall.:i lor leaks, cracks, and needs of.rcpair.
 
Repair any door~, locks and flooring. Check roll up doors.
 
Check for any haz..'U"dous materials, fluids and stor<1ge areas.
 
inspect emergency generator and building where it is stored.
 
Inventory all contents ofbuilding.
 
Check roof on small valve and storage building.
 
Clean area around building. Clean insidc ofbuilding.
 
Inventory vulve:>, arlO other contents Qfbuilding.
 
Tnspeet roll up door and locks on door and repair if needed.
 
Check lights and electrical plugs.
 
Discard My tcash or scrap material.
 

Power Plant Needs: Check purking lot and re-stripe parking slots. 
Ch;U\ge outside lights and check wiring on tight standards. 
Check outside of all buildings and repair as needed.. 
Paint surfaces that need attention. 
Clean as needed the frout office ami kitchen ace.15. 
InspC(:t all restroom plumbing, ano check tor leaks. 
Inspect septic system. 
Check all lights anu wiring in kitchen and restroom areas. 
Check applian"ccs (stove, sinks, refrigerator, and microw:we ovens). 
Check and inspect windows, and doors for safety and locks. 
Check and in:.-pect tire extinguishers. safety medical kits. 

" Check roof integrity. 
Inspect water catchment system for watering plants amI irrig"tion of 
flower beds. 
Check and clean all offices. 
Inveutor)' equipment (chairs, t,lblcs, desks, file c.1binets, office 
equipmenl). 
Inspect doors, floors. walls, and ceilings. 
Test the lights for energy conservution lights. 
lnspect h~ating and air conditioning, and change tilters. 

• 
Strip paint that is pealing off walls. Repaint as neede<.l. 
Remove all out-of-u...\tc items . 
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• 
Cooling Tower: 

Lab Building: 

•
 

.' 
Check tiles, lnapS, schematics, and piping and instrument drawings (P&T Os). 
Re-certify elevator. 
Inspect and clean stairwell. 
Inventory equipment and check all S<lfely locks. 
Check for identitication and location of sa!cty areas. 
Clearly marl:: briefing areas 
Tnspect transfonner rooms and storage battery areils 
Inventory parts on all four levels ofpower plant 
Re-certity ovcrhc.1.d crane ifneeded. 
Check all lighting for optimum candle source.
 
Inspect safety guard r<iils and hatch plates 011 equipment
 
Check building stnlcture for leaks, cracks, missing screens, water damage '
 
Check areas for oil leakage or spill:;; and <1bsorbenl material&.
 
Check floor grates, safety chains, tank storage areas.
 
Check ()i1 or waste oil containment areas. Have waste oil hauled away.
 
Fuji engineers inspect all tufbine-generator equipment for a possible
 
warrmty re-issue..
 
F\lji engineers inventory spare parts lor power plant.
 
Check alt air fines, gas lines, separator equipment, piping (steel and tiber
 
glass) flanges, bollS, nuts. and electrical controls.
 
Check aU plumbing for eye wash arcas and shower areas.
 

Contrdet a cooling tower repair company for evaluation and repair.
 
Check arcn for structural dam'lge. 
ChecK integrity of basin concrete and test water samples, 
Check safety items around cooling towers. 
Check below grade ground pumps. 
Check .lU exterior wiring, hamesscs;conuuit, anu electric motors. 
Inspect stairs, rails, decking, and fill material in cooling tower.
 
Check all drains for any blockage.
 

Check: roof for any water <lllm'lge, walls, windows, and doors.
 
Check lights for I:nergy eil'icicnt output.
 
Inventory office and lab areas.
 
Clean floors, ceilings amI walls.
 
Trash all discarded materi~ls that are outdnted.
 
Check any electrical and bring lip to date.
 
Cheek and locate tire extinguishers, first aid kits, and emergency exits, and
 
[lQOrphUlS
 

Check for any propane lines or gas type hookups.
 
Inspect area for storage of oxygen and nitrogen tanks.
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Emergency Generator: 

Inspect generator house. and fuel storage area. 
Inspect and test generator and diesel engine. 
Check safety poles structure md markings around fuel tanks. 
Clean building interior and check clcctriC31 equipment. 
Inspect pumps. 
Clear clrea around building and fence. 

Strctford Unit: Check all system piping. 
Check structures and supports 
Check collection area and all containment walls. 
Chock t<.mks and elocfucal systems. 
Check outside lighting for optimal c<\ndle output. 
Check sulphur pelletizing unit. 
Inspect concrete loading area. 
Check safety areas for eye wash units, flrst aid kits. and tire extinguishers. 
Order all abatement chemic<lls. 

Turbine Bypass: Check bypass piping and mufflers system. 
Cheek return stl::anilincs and injection lines. 
Check drainage amI containment areas. 
Cheek site location and safety arc:ls. 
Check lighting. 

Swilch V'ITd: Insp~ct all electrical supports, wiring. transformers, ~nd relays. 
Check switch yard and yard security fence. 

Plant Area Slopes: Inspect all slope .ln~as for any erosion. 
Inspect drainage culverts and cement culverts. 

Entrance Guard gate: Inspect guard garc and omc~ for security and safety of land owners. 
Inspect wooden bridge for safety and weight restrictions. 
Inspect angles ofmirroTs on High Vall~y Road. 
Inspect High Vancy road for pull-out3. 
Check speed limit signs. 
Check into school bus schedules for the area residents. 
Arrange meeting with \;mdowners to discuss Dottle ROCK re-opening . 

•
 



• PURCHASE AGREEMENT FOR BOTTLE ROCK POWER PLANT AND 

ASSIGNMENT OF GEOTHERMAL STEAM LEASE 

This Purchase Agreement ("Agreement") is entered into as of the __ day of April, . 

2001, (the "Effective Date") by an among STATE OF CALIFORNIA, DEPARTMJ!:NT OF 

WATER RESOURCES ("DWR" or "Seller") and BOTTLE ROCK POWER 

CORPORATION, a California Corporation, ("Buyer"). 

WITNESSETH 

WHEREAS, Seller is the owner of that certain power plant (the "Bottle Rock Power 

Plant") and is the lessee of a geothermal steam field (the "Steam Field") located in the Known 

•	 Geothermal Resource Area (the "Geysers") in Lake County, California which it constructed and 

which commenced operation in 1985 and ceased operating and 'Yas mothballed in 1990; and 

...........,	 . .
 

WHEREAS, Seller desires to sell to Buyer and Buyer desires to purchase from Seller all 

of Seller's interest in and to the Bottle Rock Power Plant and Francisco Steam Field Lease as 

defined in 1.1 (a) (ii); and 

WHEREAS, the Bottle Rock Power Plant and Francisco Steam Field Lease are·now no 

longer needed for the State Water Project operations and are maintenance burden on the SWP; 

NOW, THEREFORE, in consideration of the premises, and for other good and valuable 

consideration, Buyer and Seller here}:>y agree as follows: 

•	 1 



• ARTICLE I 

THE PURCHASED ASSETS 

1.1	 Sale and Purchase. 

(a)	 On the terms and subject to the conditions hereinafter set forth, Seller does 

hereby agree to sell, convey, assign, transfer and deliver to Buyer on the 

Closing Date (as defined in Article II), and Buyer hereby agrees that Buyer 

shall purchase from Seller on the Closing Date, all of the interest of Seller . 

in the following property (the "Purchased Assets"): 

(i)	 .The Bottle Rock Power Plant and all appurtenances thereto, 

including, but not limited to, the following: the steam turbine, 

electric generating units, gas removal system, air pollution 

abatement system, cooling tower condensers and transformers, all 

tools and equipment, spare parts for the equipment, steam wells 

and steam collection system, including all on substantially all of 

the items listed on the Schedule of Inventory attached hereto as 

Exhibit F, but without any warranty as to the accuracy or 

completeness of Schedule F. 

(ii)	 Seller's rights and interests in and to that certain Geothermal Lease 

and Agreement dated February 25, 1975 (the "Francisco Steam 

Field Lease"), between Marjorie J. Francisco et aI, and Geothermal 

Kinetics, Inc., recorded March 13, 1975, Book 789 Official 

2 



• Records of Lake County, page 167, as assigned and amended from 

time to time. 

(iii)	 Seller's rights to transmit over the collector lines (the "Generation 

Tie Transmission Lines" from the Bottle Rock Power Plant to the 

point of interconnection pursuant to that certain agreement between 

Seller and Pacific, Gas & Electric Company, dated October 2, 

1981, as amended. 

(iv)	 All of Seller's access rights over High Valley Road, Lake County, 

California. 

(v)	 All transferable permits and govenunentallicenses for the 

operation and maintenance of the above-described facilities 

currently held by Seller. 

(b)	 On the Closing Date, Buyer shall assume all obligations, debts and 

liabilities relating to or arising out' of the Purchased Assets whether arising . 
I 

before or after the Closing Date, including without limitation all 

obligations and liabilities, (i) under Francisco Steam Field Lease, 

(ii) related to Generation Tie Lines; (iii) if any, to maintain and operate ( 

High Valley Road, and the gate at the junction of said road and Bottle· 

Rock Road, (iv) under any permits or govenunent license, and (v) with 

respect to environmental matters as provided in 7.1 subject only to the 

allocation ofcosts and expenses as provided in Sections 2.3.1 and 2.3.4 

and Seller's obligations as provided in Section 7.2. 

3 



• 1.2 Transfer of Assets. Seller's interest in the Purchased Assets shall be sold, 

conveyed, assigned, transferred and delivered by Seller to Buyer by a Quitclaim 

Deed substantially in the form of Exhibit A, a Bill of Sale substantially in the 

form of Exhibit B hereto, and an Assignment of Geothermal Lease substantially in 

the form of Exhibit C hereto and by other appropriate instruments oftransfer, bills 

of sale, endorsements and assignments as may be reasonably necessary, in form 

and substance reasonably satisfactory to Buyer and Seller, all to be delivered at 

Closing pursuant to ArtIcle VI. 

1.3 Disclaimers. 

(a) THE PURCHASED ASSETS ARE BEING SOLD AND SHALL BE 

TRANSFERRED TO BUYER "AS IS" AND '~WHERE IS", AND EXCEPT FOR THE 

• WARRANTIES AS TO TITLE AND OTHER MATTERS EXPRESSLY SET FORTH IN 

SECTION 3.7, SELLER DISCLAIMS ANY REPRESENTATION OR WARRANTY OF ANY 

KIND OR NATURE, EXPRESS OR IMPLIED, AS TO THE CONDITION, VALUE, OR 

QUALITY OF THE BOTTLE ROCK POWER PLANT, STEAM FIELD OR RELATED 

. FACILITIES OR EQUIPMENT, AS OF THE CLOSING. SELLER SPECIFICALLY 

DISCLAIMS ANY REPRESENTATION OR WARRANTY OF MERCHANTABILITY, 

USAGE, SUITABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE UNDER 

THE UNIFORM COMMERCIAL CODE OR OTHERWISE WITH RESPECT TO THE 

BOTTLE ROCK POWER PLANT AND STEAM FIELD, OR ANY PART THEREOF, 

OR AS TO THE \VORKMANSHIP OR CONDITION THEREOF, OR THE ABSENCE 

OF ANY DEFECTS THEREIN, \VHETHER LATENT OR PATENT, OR THAT 

4 



• SELLER HAS COMPLIED WITH ENVIRONMENTAL LAWS WITH RESPECT TO 

THE CONSTRUCTION, INSTALLATION, USE, MAINTENANCE OR OPERATION 

OF ALL OR ANY PART OF THE BOTTLE ROCK POWER PLANT OR STEAM 

FIELD. NO REPRESENTATIONS OR WARRANTIES OF ANY KIND, EXPRESS OR 

IMPLIED, HAVE BEEN MADE OR ARE MADE, AND NO RESPONSIBILITY HAS BEEN 

OR IS ASSUMED, BY SELLER OR BY A PERSON, FIRM, OR AGENT ACTING OR 

PURPORTING TO ACT ON BEHALF OF THE SELLER, AS TO THE CONDITION, 

REPAIR, OR FITNESS FOR USE OF THE FACILITIES OR AGREEMENT. 

•

(b) SELLER FURTHER SPECIFICALLY DISCLAIMS ANY 

REPRESENTATION OR WARRANTY, WHETHER EXPRESS OR IMPLIED, WITH 

RESPECT TO (1) THE ACCURACY OR COMPLETENESS OF ANY RECORDS, FILES 

AND DOCUMENTS FURNISHED OR MADE AVAILABLE TO SELLER, (II) THE 

ENVIRONMENTAL CONDITION OF ALL OR ANY PART OF THE PURCHASED ASSETS, 

INCLUDING THE ABSENCE OF ANY HAZARDOUS SUBSTANCES, HAZARDOUS 

WASTES, HAZARDOUS MATERJALS OR OTHER CONTAMINATED.MATERJALS ON, 

UNDER OR IN THE VICWITY OF THE BOTTLE ROCK POWER PLANT AND STEAM 

FIELD, (III) WHETHER SELLER HAS OBTAINED ALL PERMITS, LICENSES AND 

OTHER FORMS OF GOVERNMENTAL APPROVALS OR AUTHORIZATIONS 

NECESSARYOR CONVENIENT FOR THE CONSTRUCTION, INSTALLATION, 

OWNERSHIP, USE, MAINTENANCE AND OPERATION OF ALL ORANY PART OF THE 

PURCHASED ASSETS, OR THAT ANY SUCH PERMITS HELD BY SELLER ARE VALID 

OR TRANSFERABLE FROM SELLER TO BUYER, AND (IV) WHETHER ANY THIRD 
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PARTIES HAVE ANY RiGHTS TO CONSENT TO THE TRANSFER OF ANY PART OF . 
~I 

THE PURCHASED ASSETS. 

(c)	 Buyer expressly acknowledges and accepts the disclaimers set forth in 

Sections 1.3(a) and 1.3(b), and further acknowledges its own opportunity 

and duty with respect to all or any part of the Purchased Assets (i) to 

inspect and investigate all or any part of such property, (ii) to verify the 

accuracy or completeness of any information provided by Seller, (iii) to 

investigate and examine all environmental matters and issues, (iv) to 

investigate all ownership and leasehold interests in or to the Purchased 

Assets, (v) to obtain or secure all permits and licenses or other forms of 

. governmental approval or authorization necessary for Buyer to own, use, 

• maintain, operate or decommission such property, including any approvals 

or consents necessary for the transfer of any such permits or licenses, and . 

(vi) ascertaining and obtaining at Buyer's sole cost and expense any 

consents required for the transfer of such property.. 

ARTICLE II
 

PURCHASE PRICE AND PAYMENT
 

2.1	 Purchase Price.' 

(a)	 The total purchase price for the Purchased Assets (the "Purchase Price") 

shall be the sum ofOne Million Eight Hundred Thousand Dollars 

• 
($ 1,800,000 U.S.) less such amounts (without interest) as Buyer has paid 

6 



I 

I ' 

under that certain Temporary Permit from DWR, dated November 9, 1999, 

and all of the extensions thereof that have been subsequently executed. 

(b)	 Buyer shall pay the Purchase Price on the Closing Date, by wire transfer of 

immediately available funds to the location directed by Seller, or other· 

means reasonably acceptable to Seller. 

(c)	 Buyer also agrees that all power generated at the Bottle Rock Powerplant 

will be sold for use in the State of California. 

2.2 Closing. The Closing is defined as the· occurrence of the delivery of the Closing 

Documents, the Purchased Assets, and the Purchase Price. The Closing Date shall be as soon as 

possible after the execution hereof at a date and time to be mutually agreed to in writing by the 

Buyer and Seller, (the "Closing Date"), and the Closing will be at the office of Seller, 1416 Ninth 

•	 Street, Sacramento, California 94236-0001, provided, however, in no event shall the Closing 

Date be later than June 1,2001, (the "Outside Closing Date"). 

2.3 Closing Costs and Expenses; Allocations. Seller and Buyer have agreed upon the 

following allocations and responsibilities for making payment of taxes and fees and the costs of 

operation relating to the Purchased Assets: 

2.3.1 Ad Valorem and Other Property Taxes. All ad valorem taxes, real 

property taxes, personal property taxes, assessments and similar obligations (and any refunds, 

credits and the like) relating to the Purchased Assets shall be apportioned between the parties 

here and shall be prorated (on the basis of a year of 365 days) as of the Closing Date. All such 

taxes with payment delinquent dates prior to the Closing Date shall be paid by Seller, and all 

•
such taxes with a delinquent date on or after the Closing Date shall be paid by Buyer. 
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• 2.3.2 Sales and Use Tax. All sales taxes, transfer taxes, use taxes and similar 

obligations arising from the sale or transfer by Seller to Buyer of all or any part of the Purchased 

Assets, if any, whether arising or assessed before or after the Closing Date, shall be paid by 

Buyer. 

2.3.3 Filing Fees and Recording Costs. Buyer shall be solely responsible for all 

filings and recordings of any of the instruments of conveyance related to the sale or transfer of all 

or any part of the Purchased Assets, and for all fees, taxes and costs associated therewith, 

including, but not limited to, all documentary taxes, recording fees, escrow transfers and title 

insurance premiums. Seller shall not be liable to Buyer for any loss to Buyer arising from 

Buyer's failure to file or record documents correctly or promptly. Upon written request from 

Seller, Buyer shall promptly furnish Seller: with all recording and filing information with respect 

• to all of the instruments of conveyance recorded or otherwise filed by Buyer. 

2~3.4 Allocation of Income and Costs of Operation. Subject to Section 1.1 (b), 

all benefits, revenues, income, costs, expenses and charges associated with the ownership, use, 

maintenance and operation of the Purchased Assets which arise or are incurred on or after the 

Closing Date shall be for the account of Buyer, and all benefits, revenues, in~ome, costs, 

expenses and charges which arose or were incurred before the Closing Date, shall be for the 

account of Seller. Buyer and Seller shall provide each other with necessary information and 

copies of records at reasonable times to the extent necessary to give effect to and confirm 
) '. 

compliance with this Section 2.3.4, and shall otherwise cooperate in informing affected third 

parties with respect to said allocations. Any amounts owed to a party as a result of such 

•
allocation shall be paid within fifteen (15) days following the Closing Date. 
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2.4 Security for Decommissioning and Reclamation Liabilities. Buyer agrees to 

provide security in the fonn of a surety bond on or before the Closing Date from a finn 

acceptable to Seller in the initial amount of Five Million Dollars ($5,000,000). Said security is to 

provide a guarantee of payment of any sums required to meet Buyer's obligations under Section 

7.1 (e) of this Agreement. Said security shall consist of a surety bond which meets the following 

requirements: 

(a) Said surety bond shall be issued by an admitted surety insurer, as defined in 

subdivision (a) of Section 995 of the Code of Civil Procedure and 

substantially in the form of the attached Exhibit D. 

Said security shall not be construed as a limitation on any obligation ofBuyer 

• 
:. 

to indemnify Seller. Said security shall be delivered to Seller at Closing. " 

Every third year after Closing, or more often at the option of Seller or Buyer, 

Buyer shall submit to Seller for Seller's approval an independent engineering 

estimate of the cost to meet the obligations of Sections 7.1 (e) ofthis 

Agreement. If such estimate (as approved by Seller) exceeds Five Million 

Dollars ($5,000,000 U.S.), the Buyer shall promptly increase the security to 

cover the amount of the estimated cost plus twenty-five percent (25%). Buyer 

may reduce the amount of security to the estimated cost plus twenty-five 

percent (25%) if such estimated cost (as approved by Seller) has been reduced 

below the previous approved estimate by twenty-five percent (25%) or more. 

Such reduction shall provide that the amount of the security is at least twenty­

five percent (25%) above the current approved estimate of cost. This security 
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shall remain in place until five (5) years after completion of all 

decommissioning at which time Buyer may terminate it, and any funds 

remaining shall be the property of Buyer, provided, however, if Seller receives 

a complete release of all liability WIder the Francisco Steam Field Lease, then 

Buyer may adj ust the amount of the bond to the amount of an independent 

engineering estimate approved by Seller of the cost to decommission the Plant 

and Steam Field required to meet the requirements of the California Energy 

Commission, the County ofLake and any other regulatory agency with 

jurisdiction. 

(b) Not more than once in anyone year, upon 48 hours advance written notice by 

Seller to the Buyer, Seller may inspect the leasehold premises to determine 

• whether or not there is any substantial hazardous substance contamination on 

the property from the operation of the Power Plant or Steam Field or any 

related facilities. If Seller finds any such contamination, Seller may require 

Buyer to cease any operations causing such contamination and to clean-up and 

remedy all such contamination in accordance with applicable legal standards. 

Seller shall not incur any liability as a result of the findings of' any such 

inspection, regardless of whether or not it discovers any such cont~mination, 

notifies Buyer of the discovery any such contamination, or takes or fails to 

take any action with respect to such contamination that it discovers. No such 

inspection by Seller shall relieve the Buyer of any liability for any 

contamination hereunder or at law. 
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(c) The provisions of the first paragraph of this Section 2.4 notwithstanding, at 

closing and on a temporary basis, not to exceed one year, Buyer may elect in 

its discretion to substitute a letter of credit as the security required by this 

Section 2.4, provided, however; 

(i)	 said letter of credit shall be in the same amount and shall have 

substantially the same terms and conditions as those specified above 

for the surety bond, 

(ii)	 the form and content must be approved prior to closing and as a 

condition precedent to closing by Seller, and 

(iii)	 the issuer of the letter of credit,must be approved prior to closing and 

as a condition precedent to closing by Seller. 

•	 (iv) if for any reason the surety bond required by this Section has not been 

secured by the time of the termination of the temporary letter of credit, 

Buyer shall immediately commence to deposit 1°percent of its gross 

revenue each and every month into an escrow account to be 

established with an escrow agent acceptable to Seller and on terms and 

conditions to be approved by Seller as the required, security. Said 

deposits shall continue until said escrow account has on deposit Five 

Million Dollars ($5,000,000 U.S.) at which time further deposits will 

cease. Provided, however, said escrow account shall be subject to the 

same adjustment provisions provided above for the surety bond. If the 

amount of required security is increased above the Five Million 
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• Dollars ($5,000,000 U.S.), Buyer shall deposit additional funds in the 

escrow account at the same rate specified above until the new lirilit is 

reached. lfthe amount of security required is reduced to an amount 

less than Five Million Dollars ($5,000,000 U.S.). Buyer may 

withdraw from the escrow account the difference between the required 

security amount and the Five Million Dollars ($5,000,000 U.S.) 

amount. Buyer may at anytime substitute the above described surety 

bond in place ofthe escrow account and may then withdraw all funds 

from the escrow account. 

2.5 Environmental Impairment Insurance Buyer shall at or prior to the Closing have 

purchased a policy of liabilityinsurance, substantially in the form attached as Exhibit E 

• which insures Seller and Buyer against all legally insurable liability referred to in Section 

7.1 (e) and 7.1 (f) herein (excluding fines) ("Environmental Policy"). Said Environmental 

Policy shall not be, and shall not be construed to be, a limitation on any obligation of Buyer 

to indemnify Seller. Seller, its officers and employees shall be designated as co-named 

insureds on the Environmental Policy. The Environmental Policy's limits ofliability shall 

not be less than ten million dollars ($10,000,000 U.S.). Such policy shall include, but not be 

limited to the following: (a) a provision that the insurer give a minimum of forty-five (45) 

days notice to Seller of any termination of coverage, (b) Buyer is the first named insured and 

is responsible for all reporting and premium payment obligations under the policy, (c) 

payment of all deductibles under the policy is the sole obligation of the first named insured, 

• 
(d) that this contract between Buyer and Se~ler is listed as an "Insured Contract." An original 
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copy of the binder for such Environmental Policy shall be provided to Seller at Closing as a 

condition on precedent to closing, and an original copy of this policy shall be provided to 

Seller as soon as it is available. Said insurance shall be in effect at all times during operation 

and decommissioning of the Purchased Assets (or any part of thereof) and all facilities on the 

premises covered by the Francisco Steam Field Lease (the "Leased Premises"), including 

wells and gathering systems. Seller will not be responsible for payment of any premiums, 

assessments or deductibles on or under the Environmental Policy. In the eveilt the insurance 

expires or is terminated Buyer shall provide to Seller at least thirty (30) days prior to such 

termination an original a copy of a new insurance policy that will be effective upon or prior to 

termination of the policy being terminated with coverage as prov~ded herein. Should the 

Purchased Assets (or any material portion thereof) or the Leased Premises be transferred to 

•	 another person or entity, the transferee(s) will be required to assume the Buyer's obligation to 

provide the foregoing insurance. If the Buyer or its transferee(s) fails to provide the 

foregoing insurance, Seller may, at its option, and without limiting such other rights as it may 

have, file suit to compel Buyer and/or such transferee(s) to provide or pay for such insurance, 

and compel or seek reimbursement from Buyer for any loss, damage or expense resulting 

therefrom. 

2:6 Environmental Site Assessment. Prior to closing Buyer will contract with a qualified, 

independent consultant acceptable to Seller for an environmental site assessment satisfactory to 

Seller of the Bottle Rock Power Plant and Francisco Steam Field to determine what if any 

hazardous materials are present on the property. Seller shall reimburse Buyer for one-half of the 
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• cost, of this site assessment up to a maximum of fifty thousand dollars ($50,000 U.S.), said 

amount to be paid to Buyer at closing upon presentation of proper invoices. 

ARTICLE III 

REPRESENTATIONS AND WARRANTIES OF SELLER 

As of the date of this Agreement and the Closing Date, Seller represents and warrants to 

Buyer as follows: 

3.1 Due Organization. Seller is an agency of the State of California and has all 

requisite power and authority to enter into and perform this Agreement and each agreement 

executed by Seller inconnection her~with. 
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• 3.4 Material Permit Violations. To Seller's knowledge, (i) Seller has not received any 

notice of any violation of any pem1it or permit condition for any permit or license relating to the 

Purchased Assets that remains unresolved, (ii) Seller has not received notice of any pending or 

threatened investigations or inquiries from any federal, state or local government agency having 

jurisdiction over the Purchased Assets for any failure to comply with applicable law relating to 

the Purchased Assets, (iii) Seller has not received notice of any order, decree, decision or 

requirement issued by any federal, state or local government agency having jurisdiction over all 

or any part of the Purchased Assets that would change or alter the use or operation of all or any 

material part of the Purchased Assets in any material respect form that which existed on the· 

Effective Date. 

3.5 Pending Proceedings. To Seller's knowledge, there are no suits, actions, 

proceedings, or investigations pending or threatened against or affecting Seller or any of its 

assets, which, if detennined or resolved adversely to Seller, could (i) prohibit or restrain the 

performance of this Agreement or the consummation of the transactions contemplated by this 

Agreement, (ii) result in a judgment for damages by reason ofthis Agreement or the 

consummation of the transactions contemplated by this Agreement, or (iii) have a material 

adverse affect on Seller's title to all or any part of the Purchased Assets or the value thereof, or 

on the continued operation of the Bottle Rock Power Plant. 

3.6 Broker's or Finder's Fees. The negotiations relating to this Agreement and the 

transactions contemplated hereby have been conducted on behalf of Seller in such manner as not 

to give rise to any claim against Buyer as a result of any act of Seller or otherwise for a finder's 

fee, brokerage commission, or other like payment to any person. 
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• 3.7 Title to Purchased Assets. Seller is the lawful owner of the Purchased Assets 

consisting of major equipment items and is the lessee under the Francisco Steamfield Lease, free 

and clear of any and all liens and encumbrances created by or through Seller, except (i) current 

taxes, if any, which may be due and payable but not yet delinquent which shall be prorated at 

closing, (ii) minor imperfections or conditions, none of which will materially detract from the 

value or materially impair the uses of the Purchased Assets. 

3.8 No Pending or Threatened Environmental Claims. To Seller's knowledge, Seller 

. has not received notice of any proceeding or inquiry commenced and pending or threatened by 

any federal, state 9r local government agency or by any private party against Seller relating to the 

Purchased Assets asserting a violation of any environmental law. 

3.9 Delivery of Records. Subject to Section 1.3, Seller has delivered or made 

•	 available to Buyer before the Closing Date all material maintenance records and other written 

information relating to the use, maintenance and operation ofthe facilities involved in this 

Agreement, to the extent such maintenance records and other written information are in the 

possession of Seller or have been received by Seller before the Closing Date. 

3.10 Survival of Representations and Warranties. All of the representations and 

warranties contained in this Article III shall survive the execution and delivery of this Agreement 

and the Closing for a period of [eighteen (18) months], regardless ofany investigation made by 

the parties hereto. 
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• ARTICLE IV 

REPRESENTATIONS AND \VARRANTIES OF BUYER 

As of the date of this Agreement and the Closing Date, Buyer represents and warrants to 

Seller as follows: 

4.1 Due Organization. Buyeris a California corporation duly organized and validly 

existing and in good standing under the laws of the State of California, is duly qualified to do 

business, and is in good standing under the laws of the State ofCalifomia. 

4.2 Authorizations. Buyer has full power and authority to execute and perform this 

Agreement and each agreement executed in connection herewith in accordance with their terms. 

This Agreement and each Agreement executed in connection herewith constitutes the valid and 

e ' binding obligations of Buyer enforceable in accordance with their respective terms, except as 

such enforceability may be limited by bankruptcy, insolvency, reorganization, moratorium or . 

other similar laws of general application relating to or affecting the enforcement of creditors' 

rights and by general equitable principles. The execution, delivery and performance of this 

Agreement by Buyer and all transactions contemplated hereby have been fully and validly 

authorized in accordance with applicable law. 

4.3 Compliance with Oblirmtions. Neither the execution and delivery of this 

Agreement, any other agreement executed by Buyer in connection herewith, nor the· 

consummation of the transactions contemplated hereby, will (a) conflict with or constitute a 

breach or result in a violation of any of the tenns and provisions of the articles of incorporation, 

by laws or other organizational documents of Buyer, (b) conflict with or constitute a breach ofor 
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 constitute a default under, or an event which (with or without notice or lapse of timeor both)
 
¢.ill 

would be a breach of, or default under, or give rise to any right oftennination or acceleration 

under, any existing loan agreement, or other agreement, instrument or undertaking to which 

Buyer is a party, or by which Buyer is bound, which would materially and adversely affect the 

abilityofBuyer to perfonn its obligations under this Agreement or such other agreements, (c) 

constitute a violation of any law, regulation, judgment, order or decree applicable to Buyer or (d) 

require any consent, approval, action, authorization, order, license or pennit from any federal, 

state, local, or other governmental authority or person having authority'over Buyer. 

4.4 Broker's or Finder's Fee. The negotiations relating to this Agreement and the 

transactions contemplated hereby have been conducted on behalf ofBuyer in such manner to not 

to give rise to any claim against Seller as a result of any act of Buyer or otherwise for a finder's 

fee, brokerage commission, or other like payment to any person. 

4.5 Pending Proceedings. To Buyer's knowledge, there are no actions, suits or 

procee~ings pending or threatened against Buyer Which, if decided unfavorably, could (i) prohibit 

or restrain the perfonnance ofthis Agreement or the consummation of the transactions 

contemplated by this Agreement, (ii) result in a judgment for damages by reason of this 

Agreement or the consummation of the transactions contemplated by this Agreement, or (iii) 

have or may have a material adverse affect as to all or any part of the Purchased Assets or the 

value thereof, or the continued operation of the Bottle Rock Power Plant. 

4.6 Bankruptcy. No petition in bankruptcy (voluntarily or otherwise), assignment for 

the benefit of creditors, or petition seeking reorganization or arrangement or other action under 

federal or state bankruptcy laws is pending or, to Buyer's knowledge, threatened against Buyer. 
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• 4.7 Buyer's Inspection. In making its decision to proceed with the purchase of the 

Purchased Assets, with the sole exception of the express representations and warranties of Seller 

set forth in Article 3, Buyer has relied solely on its own independent inspections and 

investigations of the Purchased Assets in full recognition of the disclaimers of Seller set forth in 

Section 1.3, and that there have been no other representations and warranties by or on behalf of 

Seller except as expressly set forth in Article 3. Buyer further acknowledges that Seller has 

provided it with access to all of the Purchased Assets and has satisfactorily responded to all 

questions of Buyer regarding the Purchased Assets. 

4.8 Knowledge and Experience. Buyer and its owner and representatives have (i) 

designed and constructed, or caused to be designed and constructed, electrical generating power 

plants, (ii) evaluated for purchase and purchased electrical generating power plants that were 

designed, constructed and operated by others before being acquired by Buyer, and (iii) sufficient 

funds to purchase, operate and maintain the Purchased Assets, including sufficient funds for 

) 

Decommissioning. 

4.9 Survival of Warranties. All of the representations and warranties contained in this 

Article III shall survive the execution and delivery of this Agreement and Closing for a period of 

eighteen (18) months regardless of any investigation made by the parties hereto. 

ARTICLE V·
 

ADDITIONAL COVENANTS AND OBLIGATIONS OF PARTIES
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• 5.1 Seller's Obligations Prior to Closing. Seller shall perfonn or otherwise comply 

with each of the following obligations and responsibilities during the period between the date of 

this Agreement and the Closing: 

5.1.1 Notice RelZarding Inaccuracies and Breaches. Seller shall promptly notify 

Buyer in writing if Seller becomes aware of (i) any fact or condition which makes untrue, or 

shows to have been untrue, any representation or warranty of Seller or Buyer, or (ii) Seller's 

failure in any material respect to perfonn or comply with any provision of this Agreement.· 

5.1.2 Access to Infonnation. Seller shall provide Buyer with reasonable access 

to the Purchased Assets and all records, files and documents relating to the Purchased Assets; 

provided however that such access will be (i) provided with Seller's prior concurrence, (ii) 

accomplished in a manner designed to avoid any disruption in operations, and (iii) subject to 

Section 5.5. 

5.1.3 Maintenance of the Purchased Assets. Seller shall maintain the Purchased 

Assets in their current "mothballed" condition as of the date of this Agreement, normal wear and 

tear excepted, in accordance with existing agreements and usual and customary prudent utility 

practices, and shall not utilize or transfer any spare parts or other controllable inventory 

comprising the Purchased Assets subsequent to the date of this Agreement for any purpose 
. I 

whatsoever other than in accordance with usual and customary prudent utility practices. 

5.1.4 Certificate of Assets. Seller shall provide Buyer with certificate of Seller 

certifying the validity of its rights, title and interest to the Purchased Assets. 
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• 5.1.5 Other Actions. Seller shall underfake all other actions required of Seller 

under this Agreement as reasonably necessary to allow the transactions contemplated by this 

Agreement to close on the Closing Date, or as soon thereafter as is reasonably practicable. 

5.2 Buyer's Obligations Prior to Closing. Buyer shall perform or otherwise comply 

with each of the following obligations and responsibilities during the period between the date of 

this Agreement and the Closing: 

5.2.1 Notice Regarding Inaccuracies and Breaches. Buyer shall promptly notify 

Seller in writing if Buyer becomes aware of (i) any fact or condition which makes untrue, or 

shows to have been untrue, any representation or warranty of Seller or Buyer, or (ii) Buyer's 

failure in any material respect to perform or comply with any provision of this Agreement. 

5.2.2 Permits and Consents. Buyer shall exercise commercially reasonable 

efforts to obtain (i) the transfer to Buyer of all Seller permits, licenses and other governmental 

approvals or authorizations comprising a part of the Purchased Assets that can legally be 

transferred to Buyer, (ii) all additional permits, licenses and other governmental approvals or' 

authorizations necessary for Buyer to own, use, maintain and operate the Purchased Assets from 

and after the Closing, and (iii) any other required consents to the transfer from Seller to Buyer of 
~ ~ 

all or any part of the Purchased Assets. 

5.2.3 Other Actions. Buyer shall undertake all other actions required ofBuyer 

under this Agreement as reasonably necessary to allow the transactions contemplated by this 

Agreement to close on the Closing Date, or as soon thereafter as is reasonably practicable. 
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•	 5.3 Further Assurances. 

(a) If at any time after the Closing Date further assignments, conveyances, or 

assurances in law are reasonably necessary to vest, perfect or confinn of record title to any of the 

Purchased Assets, or otherwise to carry out the provisions hereof, each party shall, upon the 

reasonable request of the other party, execute and deliver any and all deeds, assignments, powers 

of attorney and assurances in law, and to do all things reasonably necessary to vest, perfect or 

confinn title to such Purchased Assets, and otherwise to carry out the provisions hereof. 

(b) ,Each party covenants and agrees to transfer and deliver to the other party, 

from time to time, any cash or other property, that such party may receive after the Closing Date 

in respect of any of the Purchased Assets which is attributable to the period in which the other 

party owned the Purchased Assets, including any amounts payable as interest in respect thereof. 

•	 5.4 SimultaneousDeliveries. All documents to be executed and delivered by the 

parties at the Closing shall be deemed to have been taken and executed simultaneously, and no 

documents shall be deemed executed or delivered until all have been executed and delivered. 

5.5 Confidentiality. Each party and its representatives shall, pursuant to the 

provisions hereof, be privy to the valuable confidential and proprietary infonnation of the other 

relating the purchase and sale of the Purchased Assets which has not been dis~losed to any other 

person, finn, or corporation, except those under an obligation to retain it as confidential. Each 

party and its officers, directors, employees, attorneys, agents, representatives, and affiliates shall 

keep all such infonnation of the other confidential until the Closing Date and, if this transaction 

does not close for any reason, whether or not for cause, 'on or before the Outside Closing Date, 

• 
each party agrees promptly to return to the other all documentary infonnation, notes, pictures and 
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drawings, and all copies thereof without retaining a copy. Neither party shall issue any press 

release or other publicity regarding this Agreement or the transaction contemplated hereby until 

two (2) business days shall have elapsed from the date a party shall have first furnished the other 

a copy of a draft thereof. Each party shall afford the otherparty the opportunity to comment on 

such publicity and, to the extent reasonably possible, shall accommodate the other party's 

comments. The foregoing provision of this Section 5.5 shall not apply to a disclosure required by 

applicable laws or governmental regulation. 

5.6 Actions During Interim Period. Neither Seller nor Buyer shall take any action 

which would cause any of the representations and warranties made by Seller or Buyer in this 

Agreement not to be true and correct in all material respects and as of the Closing Date with the 

same force and effect as ifmade on and as of the Closing Date. 

ARTICLE VI
 

CONDITIONS TO CLOSING
 

6.1 Conditions Precedent to Obligations of Buyer. The obligations of Buyer to 

consummate the transactions provided for in this Agreement are, at the option of Buyer, subject 

to the satisfaction ofthe following conditions as of the Closing Date, the compliance with which 

Buyer may waive in writing: 

(a) Each of the representations and warranties of Seller contained in Article ill 

hereof shall have been true and correct in all material respects when made, and shall be true and 

correct in all material respects, as of the Closing Date, with the same force and effect as if the 

same had been made on and as of the Closing Date; 
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(b) Seller shall not be in default on any of its obligations hereunder; 

(c) No order of any court shall have been entered which enjoins or restrains 

the sale by Seller of any of the Purchased Assets to Buyer, nor shall any action be commenced, 

the resultant effect of which would be to enjoin and restrain the sale by Seller of any of the 

Purchased Assets to Buyer; 

(d) The approval of the California Energy Commission and all other approvals 

and consents required from any federal, state or local government agency approving the transfer 

of the Purchased Assets from Seller to Buyer shall have been obtained on terms reasonably 

satisfactory to Buyer; 

(e) All consents from third parties not a party to this Agreement r~quired for 

the transfer of the Purchased Assets from Seller to Buyer, including but not limited to the 

e, Francisco Steamfield Lease, shall have been obtained on tenns reasonably satisfactory to Buyer;
 

and
 

(f) Seller shall have ·delivered, or caused to be delivered, to Buyer at the
 

Closing the following:
 

(i) A Quitclaim Deed in the substantially in the form of Exhibit A.
 

attached hereto, duly executed and acknowledged by Seller, conveying Seller's interest in High
 

Valley Road to the Buyer;
 

(ii) A Bill of Sale in the fonn of Exhibit B attached hereto, duly
 

executed by Seller;
 

(iii) A counterpart of the Assignment and Assumption Agreement in
 

the form of Exhibit C attached hereto, duly executed by Seller.
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(iv)	 A certificate of Seller certifying the validity of its interest to the 
~,e 

Purchased Assets. 

(v)	 A certificate of Seller certifying that each of the representation 

made by Seller herein are true and correct in all material respects as 

of the Closing Date and will have the same force and effect as if 

made on and as of the Closing Date.. 

(vi)	 Such other good and sufficient instruments of transfer and 

conveyance as may be reasonably necessary in form and substance 

reasonably satisfactory to Buyer and Seller, duly executed by 

Seller; 
~ 

(vii)	 Written instructions for payment of the Purchase Price; and 

e,
 (viii) Such other documents and instruments as may be reasonably
 

necessary to effectuate the terms ofthis Agreement. 

(ix)	 Payment for its share of the cost of the site assessmentreport 

secured under Section 2.6 of this Agreement.· 

(x)	 The Outside Closing Date shall not have occurred. 

6.2 Conditions Precedent to Obligations of Seller. The obligations of Seller to 

consummate the transactions provided for in this Agreement are, at the option of Seller, subject 

to the satisfaction of the following conditions as of the Closing Date, the compliance with which 

Seller may waive in wnting: . 

(a)	 Each of the representations and warranties of Buyer contained in Article 

•
IV hereof shall have been true and correct in all material respects, when made, and shall be true 
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and correct in all materiai respects as of the Closing Date, with the same effect as if the same had 

been made on and as of the Closing Date; 

(b)	 Buyer shall not be in default on any of its obligations hereunder; 

(c) No order of any court shall have been entered which enjoins or restrains 

the sale by Seller of any of the Purchased Assets to Buyer, nor shall any action be commenced, 

the resultant effect of which w~uld be to enjoin and restrain the sale by Seller of any of the 

Purchased Assets to Buyer; 

(d) The approval of the California Energy Commission and all other'approvals 

and consents required from any federal, state or local government agency approving the transfer 

of the Purchased Assets from Seller to Buyer shall have been obtained on terms reasonably 

satisfactory to Seller; 

•	 (e) All consents from third parties not a party to this Agreement required f9r 

the transfer of the Purchased Assets from Seller to Buyer shall have been obtained on terms 

. reasonably satisfactory to Seller; 

(f) Seiler shall have received the ~onsent of the Department of General 

Services of the State of California to sell and transfer the Purchased Assets to Buyer; 

(g) Buyer shall have delivered, or caused to be delivered, to Seller at the 

Closing, the following: 

(i)	 The Purchase Price in accordance with Section 6. l(g)(vi); 

(ii)	 A counterpart of the Assignment and Assumption Agreement in 

the form of Exhibit C attached hereto, duly signed b'y Buyer. 

(iii)	 Evidence of the insurance coverage required by Section 2.5. 

26 



.(iv)	 The security required by Section 2.4 of this Agreement; 

(v)	 A certificate of good standing of Buyer dated within thirty (30) 

days before closing, issued by the Secretary of State of California; 

(vi)	 An incumbency arid specimen signature certificate with respect to 

the authorized person of Buyer executing this Agreement and any 

other document delivered hereunder on behalf of Buyer; and 

(vii)	 Acertificate of Buyer certifying that each of the representations 

l made by Buyer herein are true and correct in all material respects 

as ofthe Closing Date and will have the same force and effect as if· 

made on and as of the Closing Date, and 

(viii)	 A copy of the site assessmentreport secured under Section 2.6 of 

this Agreement. 

(ix)	 Such other documents and instruments as may be reasonably 

necessary to consummate or effectuate the transactions 

contemplated by this Agreement; and 

(h)	 The Outside Closing Date shall not have occurred. 

6.3 Termination. This Agreement, and the obligations of the parties hereunder, may 

be terminated on or before the Closing Date (or other date, as specified below). 

(a)	 By mutual written consent of Buyer and Seller; 

(b) By Buyer, if the conditions set forth in Section 6.1 of this Agreement have 

not been met or have not been waived by Buyer by the required dates therefor, by delivering 

•
\vritten notice thereof to Seller; 
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• (c) By Seller, if the conditions set forth in Section 6.2 of this Agreement have 

not been met or have not been waived by Seller by the required dates therefor, by delivering 

written notice thereof to Buyer; or 

In the event this Agreement is terminated pursuant to this Section 6.3, each party shall 

comply with their obligations respecting confidentiality contained in Section 5.5 of this 

Agreement and, except for the obligations of the parties respecting confidentiality contained in 

. 
Section 5.5, neither party shall have any liability or further obligation to the other under this· 

Agreement. 

ARTICLE VII
 

POST CLOSING OBLIGATIONS
 

7.1 Buyer's Obligations. From and after the Closing Date, Buyer shall be solely 

responsible and liable for the following: 

(a) All costs associated with the ownership, use, maintenance and operation of 

the Purchased Assets; 

(b) Any personal injury or death or damage to any property directly or 

indirectly arising or resulting from the ownership, use, maintenance and operation of the 

Purchased Assets; 

(c) Full performance and compliance with all ofthe provisions, conditions, 

limitations and requirements of all permits, licenses and other forms of governmental approvals 

and authorizations comprising the Purchased Assets and otherwise relating to the Purchased 

Assets; 
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•
 (d) Full performance and full compliance with all provisions, covenants,
 

conditions, restrictions, limitations, obligations and the like contained in any leases, licenses,
 

easements, rights-of-way and other land rights comprising a part of the Purchased Assets; 

(e) Full responsibility and sole obligation for Decommissioning the Bottle 

Rock Power Plant, Francisco Steam Field and for all site restoration, including any restoration 

and remediation obligations associated with ·any land rights comprising the Purchased Assets; 

(f) All environmental liability of any kind or nature, including fines, damages 

associated with injuries to persons or property, costs of investigation, response costs, abatement 

costs, penalties and the like, and responsibility for all environmental cleanup and remediation of 

every kind and character associated in any way with the Purchased Assets, regardless of whether 
:.. 

the same (i) arose prior to Closing or arises subsequent to Closing, (ii) was caused by Selleror 

•	 Seller's agents, including without limitation the active or passive negligence, gross negligence,
 

recklessness, willful misconduct or illegal conduct of or attributable to Seller or Seller's agents,
 

(iii) is suffered or asserted by Buyer or any third parties, either private or governmental, or (iv) is 

asserted under Federal or State statutory or common law, environmental or otherwise, now in 

, effect or hereafter amended or enacted; and 

(g) Filing of all appropriate forms, declarations and/or bonds with federal, 

state and local governmental agencies as required relative to Buyer's assumption of the 

ownership, use, maintenance and operation of the Purchased Assets, all at Buyer's sole cost and 

expense. 

7.2 Seller's Obligations. From and after the Closing Date, Seller shall be solely 

responsible and liable for the following: 
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• (a) Any costs associated with the ownership, use and maintenance of the 

Purchased Assets prior to Closing, except for costs associated with environmental liabilities 

assumed by Buyer pursuant to Section 7.1; 

(b) Any personal injury or death or damage to any property other than the 

Purchased Assets occurring prior to Closing that directly or indirectly resulted from the 

ownership, use, maintenance or operation of the Bottle Rock Power Plant prior to Closing, 

except with respect to environmental liabilities assumed by Buyer pursuant to Section 7.1; 

(c) All liability directly resulting from any hazardous substances, hazardous 

wastes, hazardous materials or other contaminated materials as defined by environmental law 

that were once located on, generated at, or were a part of the Purchased Assets but were removed 

.and transferred (by means other than migration) by or on behalf of Seller prior to Closing to an 

off-site location that is not part of the Purchased Assets; and 

(d) Delivery to Buyer on or promptly after Closing of all files, records and· 

documents concerning the Purchased Assets that Seller is obligated to make available to Buyer 

pursuant to Section 5.1, including, but not limited to, work orders and original mylar "as built" 

drawings to the extent Seller has such items in its posses~ion. Buyer shall maintain such files, 

records and documents for a period of five (5) years following the Closing; provided, however, 

Buyer may be relieved of such obligation in whole or in part by providing written notice to Seller 

of its desire to divest itselfof such files, records and documents and providing to Seller a 

reasonable opportunity, but not less than thirty (30) days to take possession of the same. 
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• ARTICLE VIII 

INDEMNIFICATIONS 

8.1 Indemnification by Buver. Buyer shall indemnify Seller and its officers and 

employees and each of its successors and assigns, and hold such parties harmless from, against 

and in respect of any and all costs, losses, claims, liabilities, fines, penalties, damages and 

expenses (including interest which may be imposed in connection therewith, and court costs and 

reasonable fees and disbursements of counsel) incurred by any of them: 

(a) Attributable to any state of facts or events occurring or arising on or after 

Closing with respect to the Purchased Assets; 

(b) Arising from any material breach of any of the representations and 

warranties ofBuyer or of any covenant or agreement of Buyer in this Agreement or any 

document delivered in connection with the transactions contemplated hereby; and 

(c) Attributable to or arising out of environmental liabilities assumed by 

Buy,er in Section 7.1 of this Agreement, whether occurring or arising before or after the Closing. 

8.2 Indemnification by Seller. Subject to the provisions of Water Code Section 

11454, Seller shall indemnify Buyer and its officers and employees and each of its successors and 

assigns, and hold such parties harmless from, against and in respect of any and all costs, losses, 

claims, liabilities, fines, penalties, damages and expenses (including interest which may be 

imposed in connection therewith, and court costs and reasonable fees and disbursements of 

counsel) incurred by any of them: 
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(a) Arising from any material breach of any of the representations and 

warranties of Seller or of any covenant or agreement of Seller in this Agreement or any document 

delivered in cormection with the transactions contemplated hereby; and 

(b) Attributable to or arising out of environmental liabilities assumed by Seller 

. pursuant Section 7.2(c) of this Agr.eement. 

8.3 Right to Defend, Etc. Within a reasonable time. after the written assertion against 

any party entitled to indemnification pursuant to Section 8.1 or 8.2 of this Agreement (an 

"Indemnified Party") by a third person of a claim or liability which would entitle the'Indemnified 

Party to indemnification under Section 8.1 or 8.2, as the case may be, the Indemnified Party shall 

give written notice of the claim to the party obligated to indemnify it (the "Indemnifying Party"). 

Failure to give such notice, or delay materially prejudicial to the interests of the Indemnifying 

Party, shall relieve the Indemnifying Party of any obligation of indemnification with respect to 

such claim or liability. Upon receipt of timely notice, the Indemnifying Party shall undertake the 

responsibility for the defense of such claim, at its own expense. The Indemnified Party shall 

have the right to participate at its own expense and through counsel of its own choosing in 

contesting and defending against any such claim and in any litigation, proceedings, or settlement 

negotiations with respect thereto. If, within fifteen (15) days after delivery of the notice of claim 

by the Indemnified Party, the Indemnifying Party fails to advise the Indemnified Party of its 

agreement to contest and defend against any such claim, or if the Indemnifying Party does not 

participate in such litigation, proceeding or settlement negotiations, for any reason, then the 

Indemnified Party shall have the right, at the Indemnifying Party's expense, to take such action as 

•
the Indemnified Party deems appropriate to defend, contest, settle or compromise any such claim 
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or liability, and the Indemnifying Party agrees to be bound by any and all rulings, judgments, 

. compromises, and settlements reached by the Indemnified Party in good faith, in the same 

manner as if the Indemnifying Party participated therein. 

8.4 Pavrnent. The Indemnifying Party agrees to reimburse each Indemnified Party 

.. pursuant to this Article VIII within thirty (30) days after presentation of an itemized statement of 

damages incurred by such Indemnified Party, provided the Indemnified Party has first complied 

with Section 8.3 hereof. 

8.5 Settlement. Except as provided in Section 8.3, no Indemnified Party shall be 

entitled to indemnification under this Article VIII if such Indemnified Party voluntarily makes 

any payment in respect of, settles or offers to settle, or consents to any compromise or admits 

liability with respect to, any third party claim without the prior consent (which consent shall not, 

be unreasonably withheld) of the Indemnifying Party. 

ARTICLE IX
 

LIMITATION OF LIABILITY
 

9.1 Consequential Damages. Except for damages awarded to third parties which are 

covered by the express indemnification obligations of the parties hereunder, in no event shall either 

Seller or Buyer be liable to the other party, either individually or jointly and irrespective of whether 

alleged to be as a result of breach of contract, breach of warranty, tort liability (including 

negligence), strict liability, or any other legal theory, and whether arising before or after Closing, for 

special, indirect, consequential, puniti ve or exemplary damages of any nature whatsoever. 
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ARTICLE X 

MISCELLANEOUS 

10.1 Survival. All representations and warranties shall survive the Closing Date as set 

forth above. The provisions of Sections 2.1(c), 2.4 and 2.5 shall survive the Closing Date 'until 

the later ofcompletion of Decommissioning and the expiration of Buyer's indemnity obligations. 

The covenants and agreements for indemnification set forth herein shall survive the Closing Date 

and for a period of five years (5) after the completion of all decommissioning. 

10.2 Successors and Assigns. This Agreement shall inure to the benefit ofBuyer and 

Seller and shall be binding upon the parties hereto, their respective successors, administrators 

and assigns. Notwithstanding the foregoing, neither this Agreement nor any interest therein, may 

be assigned by Buyer to any person, firm or entity without the prior written consent thereto of 

Seller and any attempted assignment without such consent shall be void and a breach of this 

Agreement. In addition, any transferee's of Buyer (or any tdnsferees of such transferees) shall 

assume all obligations of Buyer that survive the closing, including without limitation the 

obligations under Section 2.4, 2.5, 7.1 and 8.1) hereof. 

10.3 Waivers. The waiver of any breach of any term or conditions of this Agreement 

shall not be deemed a waiver of any other or subsequent breach, whether of like or different 

nature. 

10.4 Time of Essence. The parties acknowledge and agree that time is of the essence 

,in the performance of this Agreement. 
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10.5 Bulk Sale Law. Buyer and Seller each waive compliance by the other under any 

applicable bulk sale or similar law. 

10.6 Definitions and Captions. As used herein, all capitalized terms shall have the 

meanings ascribed to them in this Agreement (such meanings to be equally applicable to both 

singular or plural form of the term defined). Captions and headings used in this Agreement are 

for convenience only and do not in any way effect, limit, amplify or modify the terms or 

provisions hereof. 

. 10.7 Notices. Any notice required or permitted hereunder shall be in writing and shall 

be valid and sufficient when (i) delivered personally, (ii) five (5) days after it is deposited in the 

United States mail as registered or certified, return receipt requested, postage prepaid, or (iii) 

upon receipt when delivered by reputable overnight courier (e.g. Federal Express or DHL), and 

addressed to the other party as follows or to such other address as specified in writing· after 

closing: 

If to Seller: DireGtor 
Department of Water Resources 
1416 Ninth Street 
P.O. Box 942836 
Sacramento, CA 94236-0001 

If to Buyer: . Ronald E. Suess, President 
Bottle Rock Power Corporation. 
725 Farmer's Lane, Suite 8 
Santa Rosa, CA 95405 

10.8 Applicable Law. This Agreement is executed in California and shall be governed 

by and construed in accordance with the internal laws of the State of Cali fomia without giving 

effect to conflicts of law principles. 
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10.9 Choice of Forum. The parties hereto agree and intend that the proper forum for 

any litigation of any disputes or controversies arising out of or related to this Agreement shall be 

the appropriate courts of the State of California located in the County of Sacramento. 

10.10 Interpretation. This Agreement shall be construed in accordance with its fair 

meaning and neither for nor against either party. Each party acknowledges that it has been "\ 

advised by counsel of its choosing in the premises. 

10.11 Attorneys' Fees. If either party files any action or brings any arbitration 

proceeding against the' other arising out of this Agreement, or is'made a party to any action or 

proceeding brought by any third party in connection herewith, then as between Buyer and Seller, 

the prevailing party shall be entitled to recover as an element of its costs of suit, and not as 

damages, reasonable attorneys' fees to be fixed by court at trial and on appeal or by the arbitration 

panel. The "prevailing party" shall be theparty who is entitled to recover its costs of suit whether 

or not a suit proceeds to final judgment. A party not entitled to recover its costs shall not recover 

attorneys' fees. No sum for attorneys' fees shall be counted in calculating the amount of a 

judgment for purposes of determining whether a party is entitled to its costs or attorneys' fees. 

10.12 Severability. If any provision of this Agreement is held to be illegal, invalid, or 

unenforceable under present or future laws effective during the term hereof, such provision shall 

be fully severable; this Agreement shall be construed and enforced as if such illegal, invalid, or 

unenforceable provision had never comprised a part hereof, and the remaining provisions of this 

, agreement shall remain in full force and effect and shall not be affected by the illegal, invalid, or 

unenforceable provision or by its severance from this Agreement. 
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10.13 Entirety. This Agreement, together with the Exhibits hereto, embodies the entire 

agreement and understanding among the parties and supersedes all prior agreements and 

understandings, if any, relating to the subject matter hereof Exhibits and Schedules referred to 

herein are incorporated by this reference. 

10.14 Amendments. This Agreement may be amended only by an instrument in writing 

executed by Buyer and Seller and approved by the California Department of General Services 

and supplemented only by documents delivered or to be delivered in accordance with the express 

terms hereof. 

10.15 Counterparts. This Agreement may be executed in two or more counterparts, each 

of which shall be deemed an original but all of which together shall constitute one and the same 

instrument. 

•	 10.16 Expenses of Transaction. Whether or not the transactions contemplated hereby 

are consummated, each of the parties hereto shall pay its own expenses (including attorneys' fees) 

in connection with the negotiation and delivery of this Agreement and the consummation of the 

transactions contemplated hereby. 

SIGNATURES ARE ON NEXT PAGE
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IN WITNESS WHEREOF, the parties hereto, intending to be legally bound, have 

executed this Agreement as of the day and year set forth above. 

SELLER: 

STATE OF CALIFORNIA Approved for Form and 
DEPARTMENT OF WATER RESOURCES Sufficiency 

~mL
 
Chief Counsel . 

BUYER: 

• BOTTLE ROCK POWER CORPORATION 

By: ~~et.@~ 
As President 
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LIST OF EXHiBITS 

Exhibit A Quitclaim Deed 

.Exhibit B Bill of Sale 

Exhibit C Assignment of Steam Field Lease 

Exhibit D Surety Bond 

Exhibit E Environmental Insurance Policy 

Exhibit F Schedule of Inventory 

• 
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Exhibit A 

\ ,~ 

RECORDING ~EQUESTED BY 

.~• ';lliEN RECORDED MIL TO: 

DEPARThfL'IT OF WATER RESOURCES
 
Division of Land and Right of Way
 

Re:J.l Estate 3r:mch.
 
1416 9th Street. Room 425
 

Sacramento, California 95814
 

SPACE ABOVE THIS LINE FOR RECORDER'S USE ­
ls 11-040-01,07, 08 11, 24, 27, 28, 29,43, 44 
-002-47, 13-003-01, i 3-049-01, 02, 03, 04, as, 07, 08 (HIGH VALLEY ROAD) 

DIRECTOR'S Proj~t BOTTLE ROCK POWER PLANT 

QUITCLAIM DEED 
Pa~elNo.GT-6-A, GT-7-A, GT-8-A, GT-9-A, 

GT-10-A, GT-l1-A, GT-12-A, GT-13-A, GT-13-B, 
GT-14-A, GT-lS-A, GT-16-A, GT-17-A, GT-17"-B, 
GT-18-A, GT-19-A, GT-20-A, and GT-22-A 
Maps GN-51A-0002, 0002-1,0003, and 0004 

-
• 

The STATE OF CALIFORNIA, acting by and through its Director of Water Resources. quitclaims to 
'. . 

Bottle Rock Power Corporatioti, a California corporation .• I----------=---------~-----

ail that real property in County of ---=L:.;a:.;k.:.;e:::.....- -,- _ 

State of California. described as: 
. DWR Parcel No. Area Estate 
GT-5-A 0.38 acre Nonexclusive eaSement and right of way with the right to 

construct, reconstruct, improve, and maintain a roadway 
GT-7-A 0.17 acre 
GT-8-A 0.17 aCre 
GT-9-A 0.08 acre " 
GT-10-.<\ 0.16 acre
 
GT-ll-.ll,. 0.07 acre
 
GT-12-A 0.14 acre
 
GT-13-'A 0.13 acre
 
GT-13-S 0.41 ·acre
 
GT-14-.<\ 0.10 acre
 
GT-1S-.; 1. 40 acres
 
GT-16-A 0.19 acre
 
GT-17-A 0.12 acre
 
GT-17-B 0.03 acre
 
GT-18-A 0.07 acre
 
.19-/\ 0.11 acre 

-20-A 0.17 acre 
GT-22-.i\ 0.003 acre 

acresDWR 717-CP (Rev. 1/92)]' 903 Page 1 
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e Parcels described as follows: 

Those nonexclusive perpetual easements and rights of way for High Valley Road, being in 
the unincorporated area of the County of Lake, State of California, and described in the EASEMENT DEEDS 
to the State of California, Department of Water Resources. listed as follows: 

GT-6-A 

GT-7-A 

GT-8-A 

GT-9-A 

eGT-10-A 

GT-11-A 

GT-12-A 

GT-13-A 

GT-13-B 

(DWR Parcel No. GT-6) 
Recorded June 8,1981 
800k 1093, Page 217. Official Records of said Lake County 
0.38 acre. . 

(DWR Parcel No. GT-7) 
Recorded June 8. 1981 
Book 1093. Page 125. Official Records of said Lake County 
0.17 acre. 

(DWR Parcel No. GT-8) 
Recorded October 7, 1982 
Book 1152, Page 469. Official Records of Lake County 
0.17 acre. 

(DWR Parcel No. GT-9)
 
Recorded July 6. 1981
 
Book 1097. Page 93, Official Records of Lake County 

:.
 

0.08 acre. 

(DWR Parcell\Jo. GT-1 0) 
Recorded June 12. 1981 
Book 1094, Page 302, Official Records of Lake County 
0.16 acre. 

(DWR Parcel No. GT-11)
 
Recorded May 6,1981
 
Book 1088, Page 369, Official Records of Lake County
 
0.07 acre. 

(DWR Parcel No. GT-12)
 
Recorded June 8,1981
 
Book 1093, Page 212, Official Records of Lake County
 
0.14 acre. 

(DWR Parcel No. GT-13)
 
Recorded August 27, 1981
 
Book 1104, Page 263, Official Records of Lake County
 
0.13 acre. . 

(DWR Parcel No. GT-13, Unit B)
 
Recorded August 27, 1981
 
Book 1104, Page 263, Official Records of Lake County
 
0.41 acre. 
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•GT-14-A

GT-15-A 

GT-16-A 

GT-17-B 

GT-18-A 

•GT-19-A 

GT-20-A 

GT-22-A 

(DWR Parcel No. GT-14) 
Recorded August 19, 1981 
Book 1103, Page 277, Official Records of Lake County 
0.10 acre. ' 

(DWR Parcel No. GT-15) 
Recorded June 2, 1981 
Book 1092, Page 366, Official Records of Lake County 
1.40 acres. 

(DWR Parcel No. GT-16) .. 
Recorded November 6, 1981 
Book 1113, Page 677. Official Records of Lake County 
0.19 acre. 

(DWR Parcel No. GT·17, Unit A) 
Recorded June 25.1981 
Book 1095. Page 678. Official Records of Lake County 
0.12 acre. 

(DWR Parcel No. GT-17, Unit B) 
Recorded June 25, 1981 • 
Book 1095, Page 678, Official Records of Lake County 
0.03 acre. 

(DWR Parcel No. GT-18)
 
Recorded July 16, 1981
 
Book 1099, Page 70, Official Records of Lake County
 
0.07 acre. 

(DWR Parcel No. GT-19)
 
Recorded June 2,1981
 
Boqk 1092. Page 375. Official Records of Lake County
 
0.11 acre. 

(DWR Parcel No. GT-20)
 
Recorded March 23, 1982
 
Book 1128, Page 185, Official Records of Lake County
 
0.17 acre. 

(DWR Parcel No. GT-22)
 
Recorded September 18, 1981
 
Book 1107, Page 200. Official Records of Lake County
 
0.003 acre. 

Said parcels contain a total area of 3.903 acres, more or less. 

•
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ebject to all liens and encumbr.mces of record. 

The Director of Water Rcsources h::Js detcnnined that the said re.1.l property was acquired for State water dc\·clopment· 
purposes. is no longer necessary. and is not being used for water development purposes. 

The con....eyance is executed pursuant to the authority vested in the Director of Water Resources by Jaw. 

Dated --'.20_ 

STATE OF CALIFORNIA 
DEPARTMENT OF WATER RESOURCES 

DIRECTOR OF WATER RESOURCES 

STATE OF CALIFORNIA 
COUNTY OF SACRAMENTO }SS. 

________20 __, before me, _ 

personally appeared _ 

personally known to me (or proved to me on the basis of satisfactory evidence) to be the person(s) whose name(s) is/are 

subscribed to the within instrument and acknowledged to me that he/she/they executed the same in his/her/their authorized 

capacity(ies), and that by h..islher/their signature(s) on the instrument the person(s). or the entity upon behalf of which the 

person(s) acted, executed the .instrument. 

WITNESS my hand and official seaL 

(Seal) 

NOTARY PUBLIC L..... A1'ID FOR THE STATE OF CALIFORNIA 

Pagc_..J__ 

DWR 717-SP (Rev 12/92) 



• Exhibit "B" 

BILL OF SALE 

. KNOW ALL MEN BY THESE PRESENTS: 

THAT THE STATE OF CALIFORNIA, DEPARTMENT OF WATER RESOURCES 
(SELLER) of the sum of One Dollar ($1.00) and for other good and valuable consideration paid 
to it by Bottle Rock Power Corporation, a California corporation, ("Buyer"), the receipt and 
sufficiency of which is hereby acknowledged, do hereby convey and sell to Buyer, its successors 
and assign, certain equipment pursuant to the Purchase Agreement for Bottle Rock Powerplant 
and Assignment of Geothermal Lease dated ,2001 ("Agreement") and subject 
to the terms and conditions contained therein, being more specifically describe as follows: 

The Bottle Rock Power Plant and all of the appurtenances thereto, including but not 
limited to the following: the steam turbine, electric generating unit, gas removal system, 
abatement system, cooling tower condensers, transformers and all tools and equipment, space 
parts for equipment, steam wells, steam collection system, and all other buildings and equipment 
related to the steam field ("Facilities"). 

TO HAVE AND "TO HOLD the same unto said Buyer, its successors and assigns 
• forever. 

SELLER, BY THIS INSTRUMENT, MAKES NO WARRANTY OF ANY 
KIND, EXPRESS OR IM:PLIED, EXCEPT (1) THAT SELLER WARRANTS THAT IT HAS 
GOOD AND MARKETABLE TITLE TO THE FACILITIES AND THAT SAID FACILITIES 
WILL BE FREE AND CLEAR OF ANY AND ALL LIENS AND ENCUMBRANCES ON 
THE CLOSING DATE, EXCEPT AS PROVIDED IN THE AGREEMENT. 

FURTHER, SELLER MAKES NO WARRANTY AS TO THE 
MERCHANTABILITY OR FINES FOR ANY PARTICULAR PURPOSE OF SAID 
FACILITIES, IT BEING UNDERSTOOD THAT BUYER IS PURCHASING THE SAID 
FACILITIES ON AN "AS-IS" AND "WHERE IS" BASIS. 

. By acceptance hereof, Buyer assumes all risk ofloss relating to the said Facilities 
howsoever arising, after the date hereof except as specifically provided in the Agreement. Buyer 
will hold Seller harmless from losses, damages, claims, liabilities and expenses, including legal 
fees, arising out of the ownership, leasing or use of the said Facilities in accordance in it's 
obligations under the Agreement. 

Notwithstanding anything herein to the contrary, this Bill of Sale and the 

•
conveyances contemplated hereby are and shall be deemed to be on and subject to all of the 
tem1S and conditions of the Agreement. Nothing herein shall reduce, limit, impair or supersede 
any of the representations, warranties, covenants, obligations rights or remedies of either party 
under the Agreement shall control. 



" 

. ~ 

• In the event of legal action to enforce or interpret this Bill of sale or any provision 
thereof, the prevailing party sha11 be entitled to recover its reasonable attorney's fees and costs 
fonn the other party. 

This Bill of Sales shall inure to the benefit of, and shall be binding upon, the parties 
hereto and their respective successors and assigns. 

This Bill of Sale shall be governed by the laws of the State of California. 

IN WITNESS WHEREOF, SELLER has caused this instrument to be executed by 
its duly authorized representatives as of this __ Day of ,2001, 

SELLER 

STATE OF CALIFORNIA,
 
DEPARTMENT OF WATER RESOURCES
 

By: _ 

• 
Director
 

ACCEPTED:
 

BUYER
 

BOTTLE ROCK POWER CORPORAnON
 

By: _
 

President
 

•
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Exhibit C • ASSIGNMENT OF GEOTHERMAL LEASE 

STATE OF CALIFORNIA	 )
 

) SS
 

COUNTY OF SACRAMENTO	 ) 

• 

KNOW ALL PERSONS BY THESE PRESENTS, that for good and 

valuable consideration, the receipt, sufficiency and adequacy of which is hereby 

acknowledged, the California Department of Water Resources (DWR), and agency of 

the State of California, does hereby sell, transfer, assign, and convey to Bottle Rock 

Power Corporation, a California Corporation, (Bottle Rock Power), its successors and 

assigns all of its right, title and interest as lessee or successor lessee under that certain 

Geothermal Lease and Agreement granted on February 25, 1975 by Marjorie J. 

Francisco, Margaret Hodges, formerly Margaret Stewart, Valentine R. Coleman, Vera 

Boriak, Victor V. Coleman, Florence M. Miles, and Franklin D. Coleman, as recorded on 

March 13, 1875 at page 167 of Book 789 of the./official records of the Recorder of Lake 

County, California, as assigned and amended from time to time in and to that certain 

property described on Attachment 1 of this Assignment. 

This Assignment' is subject to all of the terms and provisions of the above­

referenced lease, to all existing royalties, overriding royalties and other burdens to 

•
which said lease is presently burdened, and to all other matters of record affecting said 

lease. Bottle Rock Power, its successors and assigns hereby assumes and agrees to 



• perform all the obligations, agreements, duties, and covenants, express or implied, 

imposed upon DWR as to said lease. 

The terms and provisions of this assignment shall be binding upon and inure to 

the benefit of DWR and BOTTLE ROCK POWER, their heirs, successors and assigns. 

. ­

IN WITNESS WHEREOF, DWR AND BOTTLE ROCK POWER. Have executed 

this instrument on this -'---------'--_ Day of __---.,..- , 2001. 

BOTTLE ROCK POWER 

• 
By:_-,- _ 

CALIFORNIA DEPARTMENT OF WATER·· 
RESOURCES, AN AGENCY OF THE 

STATE OF CALIFORNIA 

By: _ 

Thomas M. Hannigan 
Director 

[Signatures must be acknowledged by a Notary.] 

•
 



• Attachment 1 

To 

Lands: 

• 

ASSIGNMENT OF GEOTHERMAL LEASE 

DATED , 2000 

Francisco Lease Description 

-. 

Township 11 North, Range 8 West, MD.M.,
 

Lake County, California.
 

Parcel 1:
 

Section 5: Lots 5,6, 9 and 10 of said Section .
 

Parcel 2:
 

Section 6: Lot 10 of said Section:
 

EXCEPTING THEREFROM the following:
 

Beginning at the Southwest corner of Lot 10 

and running North 608.6 feet; thence east 715 

feet; thence South 608.6 feet; and thence 

Westerly 715 feet to the place of the 

beginning. 

•
 



•	 Parcel 3: 

Section 5:	 N-1/2 of SW-1/4 of said 

Section 5. 

Section 6:	 N-1/2 of SE-1/4 of said Section 6.. 

Containing a total of 350 acres, more or less. 

• 

•
 



Exhibit D 

SURETY BOND 

KNOW ALL PERSONS BY THESE PRESENTS THAT THE UNDERSIGNEDS ATTEST TO 

THE FOLLOWING: 

Bottle Rock Power Corporation, 725 Farmer's Lane, Suite 8, Santa Rosa, California 95405, a 

corporation organized and existing under the laws of the State of California, as PRINCIPAL, and 
Surety Company, whose address is , organized and existing 

under the laws of the State of and licensed to do business in the State 

of California, as SURETY, are held and firmly bound unto the California Department of Water 
Resources (OBLIGEE) in the penal sum of Five Million Dollars ($5,000,000 USD) for the pay­

ment of which we hereby bind ourselves, our successors, and assigns. 

Whereas, the above named PRINCIPAL has entered into the Purchase Agreement for Bottle 

Rock Power Plant and Assignment of Geothermal Steam Lease ("Purchase Agreement") with 
OBLIGEE and has compelled itself to fulfill and to complete the obligations as stated in Sections 

2.4 and 7.1 (e) of said Purchase Agreement; 

• FVhereas, a demand has been made upon PRINCIPAL by OBLIGEE in the Purchase Agreement 
for security to insure compliance by the PRINCIPAL with the obligations of said Purchase 

Agreement,and this surety bond is executed and tendered in accordance with the provisions of 
the Purchase Agreement which is an Insured Contract hereunder; 

U11ereas, PRINCIPAL has chosen to file this perforrnance surety bond as a guarantee that the 

decommissioning of the Bottle Rock Power Plant and related facilities and the reclamation of the 

land used or disturbed during the geotherinal operations will be completed as required by Sec­

,tions 2.4 and 7.1 (e) of said Purchase Agreement; 

Whereas, the SURETY and their successors and assigns agree to guarantee the obligation and to 

indemnify the OBLIGEE from the failure of the PRINCIPAL to complete the decommissioning 

of the Bottle Rock Power Plant and related facilities and reclamation of the land used or dis­

; turbed during the geothermal operations in conformity with Sections 2.4 and 7.1 (e) as specified 
in the Purchase Agreement, not to exceed the maximum amount of the penal sum of this bond; 

Whereas, SURETY, as part of the obligation secured by this bond, agrees that costs and reason­

able expenses and fees, including reasonable attorney fees incurred by OBLIGEE in successfully 

enforcing such obligation against SURETY, all to be taxed as costs and included in any judge­

ment rendered, shall be included in the penal sum specified in this bond; 

Page 1 
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Whereas, obligations guaranteed by this surety bond shall bein effect for the lands described in 

the Geothermal Steam Lease which are subject to Section 7.l(e) upon which operations by 

PRINCIPAL will have been conducted; 

THE TERMS AND CONDITIONS OF THIS SURETY BOND ARE: 

1. IfPRlNCIPAL faithfully completes all obligations set forth in Section 7.1 (e) of the Purchase 

Agreement and all conditions contained therein, then this bond obligation shall be void; other­
wise, it will remain in full force and effect as follows: 

(a) beginning on the date of the Closing of the Purchase Agreement 
between PRINCIPAL and OBLIGEE and extending until all decommissioning and 

reclamation work pursuant to Section 7.1(e) has been completed; or 

(b) beginning on the date of the Closing of the Purchase 

Agreement between PRlNCIPAL and OBLIGEE and continuing until the bond is 

released or replaced with OBLIGEE's approval; 

• 
(c) beginning on the date of the Closing of the Purchase 

Agreement between. PRINCIPAL and OBLIGEE and continuing until the bond is 

replaced with OBLIGEE's approval by another form of security. 

2. The failure of PRINCIPAL to fulfill the obligations specified in Purchase Agreement Sec­

tions 7.1 (e) shall result in forfeiture of this surety bond according to the instructions of this 

document and obligate SURETY to perform its bond commitments within thirty (30) days of the 

forfeiture for the benefit of the OBLIGEE. 

3. The amount of SURETY's liability hereunder may be adjusted as provided in Section 2.4 of 

said Purchase Agreement, which adjustment may be reflected by the use of an Increase Rider or 

a Decrease Rider. 

4. The SURETY hereby stipulates and agrees that no change, extension of time, alteration or. 

addition to the terms of the obligations as stated in Sections 7.1(e)) of the Purchase Agreement, 

or any other provision of the Purchase Agreement, or to the work to be performed thereunder or 

the specifications accompanying the same, or the acceptance or retention by OBLIGEE of addi­

tional. security for such obligations, or the agreement by OBLIGEE to subordinate, compromise 

or release any such security, or the release by'OBLIGEE of PRINCIPAL of any _part of all its 

liability under such Sections 7.1 (e) or the acceptance, substitution or release of' one or more 

guarantors, endorsers or sureties, shall in any way affect SURETY's obligation on this bond, and 

SURETY does hereby waive notice of any such change, extension of time, alteration, addition or 

Page 2 



other matters, and all rights under Section 2845 of the Civil Code of California and agree that 

they are not a condition precedent to SURETY's obligations hereunder. SURETY authorizes 

OBLIGEE at any time in its discretion to reasonably alter any of the terms of the Reclamation 

Plan, to take and to hold any additional or substituted security for PRINCIPAL's obligations~ 

thereunder and to subordinate, compromise, or release any security, to release PRINCIPAL of its 
liability for all or any part of the work or performance required under the Reclamation Plan, to 

release, substitute, or add anyone or more guarantors, endorsers, or sureties, and to assign this 

surety bond in whole or in part. 

5. SURETY hereby waives: 

(a) Any defense of exoneration based on any impairment of SURETY's rights or 

remedies against PRINCIPAL, including any rights of subrogation; 

(b) All rights, liabilities and defenses based on any legal disability of PRINCIPAL or 
any discharge or limitation of the liability of the PRINCIPAL to OBLIGEE, whether con­

sensual or arising by operation of law, or by reason of any bankruptcy, insolvency or 
debtor-relief proceeding, or from any other cause or defense, including without limitation 
any claim of disability, offset, demand or defense that PRINCIPAL may assert or claim 

under the Purchase Agreement; 

(c) All rights, including those arising under Section 2809 of the California Civil 

Code, to reduce SURETY's obligation in proportion to any reductionin the obligations of 
PRINCIPAL so that OBLIGEE shall at all times have first dollar coverage under this 

. surety bond; 

(d) All rights, including rights under Section 2845 of the California Civil Code, to 
require OBLIGEE to pursue PRINCIPAL, any other person, any other security that 

OBLIGEE may hold, or any other remedy whatsoever before proceeding against 
SURETY hereunder; 

(e) All rights of reimbursement or subrogation, all rights to enforce any remedy that 

OBLIGEE or SURETY may have against PRINCIPAL, and all rights to participate in 

any security held by OBLIGEE with respect to PRINCIPAL's obligations, but only until 

all amounts and performance required under Section 7.I(e) of the Purchase Agreement 
have been paid or perfom1ed in full. 

• 
(f) Any obligation of OBLIGEE to advise SURETY of the financial condition of 
PRINCIPAL or any other circumstances affecting PRINCIPAL's ability to perform its 
obligations under Sections 7.1 (e) of the Purchase Agreement, and; 
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• (g) Presentment, diligence, demand, protest, dishonor, and any notices thereof or of 

nonpayment, or any other notices of any kind except as expressly set forth herein. 

. 6. SURETY'S obligations hereunder are independent and separate of those of PRINCIPAL, and 

OBLIGEE may demand performance by SURETY and may bring a separate action against 

SURETY without first exhausting any security or remedy against PRINCIPAL or exercising any 

other right or remedy under the Purchase Agreement or first pursing or exhausting any other 

security for the obligations of or remedy against PRINCIPAL, . 

PROVIDED, HOWEVER, subject to the provisions of Section See) above and affer all amounts. 

and performance required under Sections 7.1(e) and 7.1(f) of the Purchase Agreement have been 

indefensibly paid or performed in full, SURETY shall be subrogated to the rights of OBLIGEE 

against PRINCIPAL, including the right to enforce any remedy that OBLIGEE may have against 

PRINCIPAL, and to participate in any security held by OBLIGEE with respect to PRINCIPAL's 

obligations which has not been applied by OBLIGEE to the satisfaction of amounts owed or 

performance due by PRINCIPAL Ito OBLIGEE and which OBLIGEE in its. discretion has 

determined that it does not need to retain to secure any other amounts or performance owed or 

owing by PRINCIPAL to OBLIGEE. 

7. The SURETY will give prompt notice to the PRINCIPAL and the OBLIGEE of any notice 
received or action filed alleging the insolvency of the SlJRETY, or alleging any violations or 

regulatory requirements which would result in suspension or revocation of the SURETY'S 

license to do business. 

8. In the event that the SURETY becomes unable to fulfill its obligations under this surety bond 

for any reason, notice shall be given immediately to the PRINCIPAL and the OBLIGEE. 

9. Upon the incapacity of the SURETY by reason of bankruptcy, insolvency, or suspension or 

revocation of its license, the PRINCIPAL shall be deemed to be without bond coverage and 

subject to enforc.ement actions by OBLIGEE. No termination, cancellation or expiration of this 

surety bond for any reason whatsoever, including for nonpayment of premiUl;ns, shall be valid or 

effective unless OBLIGEE has received not less .than thirty (30) days prior written notice thereof: 
In addition: 

(a) If SURETY or OBLIGEE serves written notice of SURETY's incapacity to per­
. form to PRINCIPAL and OBLIGEE, the PRINCIPAL shall within fifteen (15) working 

days of said written notice submit a letter of credit or a replacement surety bond assum­

ing all liabilities hereof and in an amount no less than the penal sum hereof which shall 
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• be satisfactory to OBLIGEE, or the PRINCIPAL shall be subject to enforcement actions 

by OBLIGEE; and; 

(b) If, at the time that the written notice described in Section 9(a) above is given, 

either all work required under the Reclamation Plan has not been fully and finally com­

pleted or PRINCIPAL fails to provide the letter of credit or replacement surety bond as 

provided in Section 9(a) above, PRINCIPAL shall immediately and without further 

notice be deemed to be iIi default of its obligations thereunder, and OBLIGEE shall be 
entitled to immediately make demand under this surety bond for the payment and per­

formance of all uncompleted obligations and requirements of the Reclamation Plan, and; 

(c) PRINCIPAL shall in all events remain liable for all work and workmanship per­

formed, obligations under, and liabilities incurred in connection with Section 7.1(e) of the 

Purchase Agreement; 

• 
10. No delay or failure by OBLIGEE to exercise any right or remedy against PRINCIPAL or 

SURETY will be construed as a waiver of that right or remedy. All such rights or remedies are 

cumulative, but SURETY's liability hereunder shall not exceed the penal sum hereof. The obli­

gations hereunder are subject to waiver, release, or amendment only by OBLIGEE, acting alone 

and in writing. No waiver, release, or amendment of any provision hereof is effective without the 
written consent of OBLIGEE. I 

11. If any provision of this surety bond is determined by a court or other forum of competent 

jurisdiction to be invalid or unenforceable, such provision shall not affect the validity or enforce­

ability of any other provision. 

12. This surety bond shall be governed by California law. The prevailing party in any action 

brought under or arising out of this surety bond shall be entitled to its reasonable attorney's fees. 

Any action brought hereunder shall be brought in the state or federal courts located in 

Sacramento, California. 

IN WITNESS WHEREOF, the seal and signature of PRINCIPAL and SURETY are hereto 

affixed and attested to by their duly authorized officials on the dates set forth below. 

Dated: Dated:

SURETY BOTTLE ROCK POWER CORPORATION 

• By _~ _ By _ 
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• Title: _ as President 

SEAL SEAL 

• 

• 
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.; 

• March 28. 200: 

" 

Deborah Potts
 
ABD Insurance Services
 
765 Bayv.,'ood Drive, #340
 
Petaluma, CA 94954
 

RE:	 BOTTLEROCK POWER CORPORATION 
COI\-lMERClAL POLLUTIOl\ LEGAL LIABILITY 
PRELIMINARY BINDER 

Dear Debbie: 

917077731868 

Exhibit E 
AIG Environm8r\tal ­
Two Rincon Center 
121 Spear Street 
San Francisco. CA 94105 
415.836.2700 
415.836.3149/3150 (Fax} 

The following is our proforma blnder confirmation for the above referenced insured for sudden and gradual 
poilution conditions, offered using the American International SpecialtY Lines Insurance Company form # 
72385(1/00.) No coverage is afforded or bound by [his preliminary binder. A separate binder will be issued 
upon receipt of an order to bind coverage. ' 

Policy Period: April 16. 200 1 to April 16, 2006 (Thcs~ dates are contingent upon receipt of an order to bind) 

• Policy Number; Draft 

L"'	 D d uctl r.lmlts 0fLiablli ty c 'ble 5Y Premlum 

$25,000 $137,592
 
$10,OOO,OOOAggregate Limit
 
S10,000,000 Each Incident 

Note: The premiums do not include surplus lines taxes nod fees.
 
Note: The limits are shared tb.roughout the policy period and are not reinstated.
 

Commission: 10% 

Waste Disposal Retrodllte:.	 not covered 
Note: If the Insured has this exposure and wishes to purchase this coverage, 
please notify the underwriter prior to binding This coverage will need to be 
underwritten and subject to an Al'. 

1.	 THE FOLLOWING COVERAGES ARE AUTOMATICALLY PROVIDED WlTHlN THE 
COMMERCIAL POLICY FOR1\1: 

•	 Onsite cleanup costs of pollut:on conditions discove~ed by the Insured at an Insured's property. A 
third-party c1airr. does not have to be mode for onsite clea:1un coverage to apply. 

• • Coverage for preexisting onsite and offsite exposures 

65Q63 (12100)	 .... .-._ 1\ ,.,:•• ;_ ...........1 \A'__..... D; .. l. ~ :":.: __ 1 , • • eo .... ~ .........._
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• 

•
 
n. 

•
 

•	 Third-party claims for bodily injury, property damage, and cleanup costs from pollution conditions. 
Coverage includes onsite and offsite exposures. 

•	 Defense within the l1mits 

• .	 PIER II Free Value-Added Service 

NEW FOR 2000: In order to facilitate an inunediate response to our facility Insured's significant 
pollution incidents, AlO Envirorunental now includes the Pollution Incident and Environmental 
Response Program (PIER II). To report an emergency response incident, AIG Environmental 
lnsureds can call a Toll-free number 7-days-a-week, 24-hours-a-day. 

PIER IT provides the following benefits to the Insured: 

•	 Rapid notification through the Toll-free Telephone Number; 
•	 A nationmde network of Emergency and Secondary Response Componies; 
•	 Helps Insureds respond quickly and effectively to emergencies; 
•	 Offers Insureds access to an advisory board composed of industry experts; and 
•	 Assists in mir.imizlng the cost and duration of an environmental accident. 

It is a fact that in environmental emergencies, the first hours are the most critical in trying to 
minimize property damage and environmental harm. PIER n gives the Insured the ability to 
initiate the emergency response with one phone can. thus potentially saving thousands of dollars. 
PIER II is provided at no additional cost to the Insured. It's part of AIG Environmental's 
commitment to our insured to provide the best products and service. 

This preliminary binder does not specifY all the terms and conditions oj the PLL Commercial Policy. 
Please read the insurance policy 10 Jamiliarize yourselfwith our coverage provisiollS. 

THE FOLLOWING ENDORSEMENTS WILL APPLY: 

0'"	 If a multi-year option is chosen, the Minimum Earned Premium Endorsement will apply (25% at 
binding and 100% at first anniversary). #73579 (9/99) 

The Natural Resource Damage Endorsement will apply. This endorsement specifically includes 
coverage for natura! resource damage under the definition of Property Damage. #76006 (5/00) 

•	 The Aggregate Deductible Endorsement Each Incident Maintenance Deductible will apply. #72389 
(12/98) 

Aggregate Deductible: S75,OOO 
Each Maintenance Deductible: SI0,000 

•	 The lncider:t Reporting Endorsement will apply. #73379 (7/99) 

•	 The Change In Material.Use of bsured Properties Exclusion Endorsement will apply. #73417 (8/99) 
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~.	 The Named Insured Endorsement will apply naming State of California Department of Water 
/ Resources. #63305 (8/95) 

I' D.e Schedule of Insured Contracts Endorsement will apply. #72320 (7/00) 

-Purchase Ag;eement For Bottlerock Power Plant And Assignment of Geothermal Steam Leas~ 

Note: Coverage will be subject to receipt and review of the final signed contract within fifteen (15) 
days of binding. Any changes made to the contract is subject to rev1ew, and coverage lllder this 
endorsement may be denied. 

m. THE ABOVE INDICATION IS SUBJECT TO THE FOLLOWING: 

•	 Receipt and review of the following within five (5) days of binding: 

1)	 An original signed und completed Pollution Legal Liability Application 

2)	 An AIG Telephone Survey, conducted by AIG Environmenta1. (completed 1/25/01) 

The premium, terms, and conditions outlined in this letter may be amended based on the information 
obtainedfrom the applic~lion and phone survey. . 

•	 1999-2000 financial statements within five (5) days of binding. 

•	 We reserve the right to conduct a site assessment, by AIG Envirornnental Management, at ocr cost, 
during the policy period. 

, 
Upon reeiept o(an order to bind the policy will be issued by American International Specialty Lines Agency,. 
Inc., which is q member of American International Group and is not covered by the State Guarantee Association. 
The carrier will be American International Specialty Lines Insurance Comptlny, a member of the AIG group. 

If coverage is bound, the premium must be remitted to American International Surplus Lines Agency, Inc.) 
within thirty (30) days of the effective date of the policy, or within fifteen (15) days of billing, whichever is later. 
It is your responsibility to foHow the surplus lines laws of the applicable state, Ilnd in particular to see that the 
appropriate premium tax is collected and paid. 

Please note tbat coverage is npt bound or afforded by this preliminary binder. In order to bind coverage we 
must receive a written order to bind. Please call with your Comme:1tS or questions. I appreciate the opportunity 
to work on this account with you. 

Regards, 

Pa~J:ne Lowe
 
Middle Market Risk Analyst
 

• AIG Environmental. San Francisco Region 
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AMERICAN INTERNATIONAL 
SPECIALTY liNES INSURANCE COMPANY
 

A Capital Stock Insurance Company
 
therein called the Company)
 

175 Water Street. Twelfth Floor
 
New York, New York 10038
 

A Me"",o' CO"'Qfny 
QI Arnc.:ticoJo Inurnj)'lior\i;:1 Gccup, in..: 

COMMERCIAL POLLUTION LEGAL LIABILITY 

DECLARATIONS 

NOTICE: THIS IS A CLAIMS·MADE AND REPORTED POLlCY • PLEASE READ CAREFULL Y. THE LIMIT OF 
LIABILITY AVAILABLE TO PAY JUDGMENTS OR SETTLEMENTS SHALL BE REDUCED BY AMOUNTS 
INCURRED FOR LEGAL DEFENSE. AMOUNTS INCURRED FOR LEGAL DEFENSE SHALL BE APPLIED 
AGAINST THE DEDUCTIBLE AMOUNT. 

POLICY NUMBER: DRAFT 
Item 1: NAMED INSURED: BOTTLEROCK POWER CORPORATION 

ADDRESS: 725 FARMERS LANE. SUITE 11 
SANTA ROSA, CA 95405 

Item 2:	 POLICY PERIOD: FROM APRIL 16. 2001 TO APRIL 16, 2006 
(THESE DATES ARE CONTINGENT. UPON RECEIPT OF AN ORDER TO SIND) 

12:01 A.M. Standard Time at the address of the Named Ir'lS\Hed shown above 

Item 3: LIMITS OF LIABILITY. \,lP to : $ 10,000.000 Each Incident 

• Item 4: 

Item 5: 

DEDUCTIBLE: 

POLICY PREMIUM: 

$ 10,000,000 

$ 25,000 

$ 137,592 

Policy Aggregate 

Each InGident 

Item 6: WASTE DISPOSAL RETROACTIVE DATE: NOT COVERED 

Broker: ABO INSURANCE SERVICES' 
765 BAYWOOD DRIVE. SUITE #340 
PETALUMA, CA 94954 

AUTHORIZED REPRESENTATI VE 
or cOuntelfSlgnature {,n states v.here epplic<lbleJ 

7238G (01100) Copvri9hl. American Intornaticnel Group. !rlC., 1998 PAGE 1 OF 1 



MAR 28 2001 13:54 FR AIG 

FORMS SCHEDULE 

• Named Insured: BOTTLEROCK POWER CORPORATION 

Policy No.: PLC DRAFT
 

Effective 12:01 A.M.: APRIL 16, 2001
 

I 
.-._­

Endorsement 
Number 

...- .. _._.........-.- .......... ' .........._~..._---.--_._ ..­

Form Name 
Declarations PaQe 

.Form Numberl 
Edition Date 

72384 

Notice of loss 
Policy 
Minimum Earned Premium 

72385 
1 73579 
2 Natural Resource Damage 76066 

3 AQgregate Deductible 72389 

4 Incident Reporting 73379 

5 Change in Material 73417 
6 Named Insured(s) 66305 
7 Schedule of Insured Contracts 72320 

•
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.; ENDORSEMENT NO.1 

This endorsement, effective 12:01 AM, APRIL 6. 2001 

Forms 0 port of Policy No: PLC DRAFT 

Issued to: BOTTLE ROCK POWER CORPORATION 

By; American International Specialty Lines Insurance Company 

MINIMUM EARNED PREMIUM ENDORSEMENT 

THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY 

It is hereby agreed that the folio wing .minimum earned premiums will apply when providing multi-year 
programs. 

Binding Coverage Minimum Premium Earned' 25%
 
First Anniversary Minimum Premium Earned 100%
 

Cancellation of the Policy during the first year will be subject to a return premium on a pro-rata basIs after 
epplying the minimum premium earned.> The premium will be 100% earned at the fjrst anniversary of the 
effective dete of the Policy. 

All other ·terms. conditions and exclusions shell remain the same. 

AUTHORIZED REPRESENTA TIVE 
or countersig~ature lin states ""hare applicable) 

73579 (9/991 
PAGE 1 OF 1 
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ENDORSEMENT NO.2 

This endorsement. effective 1 2; 0 1AM I APR IL (j, 200 1 

Forms a part of Policy No:	 FLC DRAFT 

80TTlEROCK POWER CORPORATION. Issued to: 

By:	 American International Specialty lines Insurance Company 

NATURAL RESOURCE DAMAGE ENDORSEMENT 

THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY 

1.	 It is hereby agreed that Sectionll\. DEFINITIONS~ paragraph 0 .. Property Damage, is deleted ir, its 
entiretY and replaced with the lollowing: 

O.	 'Property Damage means: 

(1)	 Physical injury to or destruction oftangible property of parties other then the Insured, 
including the resulting loss of use or value thereof; 

(2)	 Loss of use, but ;10\ lOSS' of value, of tangible property of parti~s Other· than the Insured tilal _ 
has not been pllysically injured or destroyed; and 

(3)	 Natural Resource Damage. 

Property Damage does not include Clean-Up Costs. 

2,	 The following is added to Section III. DEFINITIONS; 

• Natural Resource Damage means physical injury to or destruction of, including the resulting 
loss of value of, land, fish, vvildlife, biota. air, water, groundwater, drinking water supplies. 
and other such resources belonging to. managed by, held in trust by, appertaining to, or 
otherwise controlled by the United States (including the resources of the fishery conservation 
zone established by the Magnuson-Stevens Fishery Conservation and Management Act (16 
U,S.C. 1801 et seq,)), any state or local government. any foreign government. 'any Indian 
tribe. or, if such resources are subject to 8 tlust restri~tion on alienation, any member of an 
Indian tribe. 

All other terms. conditions and exclusiollS shall remain the same. 

AUTHORIZED REPRESENT A TIVE 
or countersignature (in states whare applicable) 

.6066 15/00) PAGE 1 OF 1 
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ENDORSEMENT NO.3 

ThiS endorsement, effective 12:01AM. APRIL 6,2001 

Forms a pert of Policy No: PLC DRAFT 

Issued to: BOTTLEROCK POWER CORPORATION 

By: American International Specialty Lines Insurance Company 

AGGREGATE DEDUCTIBLE ENDORSEMENT 
EACH INCIDENT MAINTENANC~ DEDUCTIBLE 

THIS ENDORSEMENT'CHANGES THE POLICY. PLEASE READ IT CAREFULLY 

1.	 It is hereby agreed that the foilowing is added to tr1e Declarations. Item 4: 

Ag.ar~gate Deductible	 Each Incident Maintenance Deductible 
$75.000 .	 $10.000 

2.	 Section IV. LIMIT OF LIABILITY AND DEDUCTIBLE, Paragraph C., is deleted in its entirety and 
replaced with the following: 

Subject to Paragraphs A, and B. a:Jove, this Policy is to pay covered Clean-Up Costs or Loss, as the 
case may be. in excess of tile Deductible amount stated in Item 4 of the Declarations, up to but not 
exceeding the "Each Incident" limit of liability. Once the Named In~ured pays deductible amounts 
whiCh in the aggregate equal the amount shown in the Declarations. Item 4, "Aggregate 
Deductible"as shown cbova. the Deductible-Each rncident will no IDnger apply but wil: be subjeci ~o 

an incident Maintenance Deductible as shown above. The Deductible amount applies to all Clean-Up 
Costs O~ LOllS arising from the same, related or continuous Pollution Conditions .. 

The Insured shall promptly reimburse the Company for advancing any element of Clean-Up Costs or 
Loss falling within the Deductible. 

A:I other termsi conditions and exclusions remain the same . 

.. 

• AUTHORIZED REPRESENTATIVE 
or countersignature (in states where applicable) 

.72389112/96) PAGE10Fl 
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',' r . ENDORSEMENT NO.4 

• 
This endorsement,' effective 12:01AM. APRIL 6,2001
 

Forms a part of Policy No: PLC DRAFT
 

Issued to: BorTLE ROCK POWER CORPORATION
 

By:	 American International Specialty Lines Insurance Company 

INCIDENT REPORTING ENDORSEMENT 

THIS ENDORSEIVIENT CHANGI:S THE POLICY. PLEASE READ IT CAREFULLY 

It is hereby agreed that tha following is added to Section VI. NOTICE REQUIREMENTS AND CLAIM 
PROVISIONS: 

D.	 NOTICE OF POSSIBLE CLAIM 

1.	 If during the Policy Period, the Insured first becomes aware of Pollution Conditions which It 

reasonably expects may result in Clean-Up Costs or e Claim, the Insured may provide written notice 
to the Company during the Policy Period containing all the information required under paragraph 2) 

below. Any Claim subsequently made against the Insured and reported to the Company within five 
(5) years after the end of the Policy Period of this policy or any continuous, uninterrupted renewal 
thereof, shall be deemed to have been first made and reported during the Policy Period of this policy. 
Such Claim shall be subject to the terms, conditions and limits of coverage of this policy. 

2.	 It is a condition precedent to the coverage afforded by this clause that .written nmice under 
paragraph 1) above contain all of the following information: (a) the cause of the Pollution Conditions; 
(b) the Insured Property upon which the Pollution Condition& took place; (c) the Bodily Injury, 
Property Damage or Clean-Up Costs which has resulted or may result from such Pollution Conditions; 
(d) the Insured(s) which may be subject to the Claim and any potential claimant(51; (e) all engi0eeri:lg 
information available on the Pollution Conditions and any other information that the Company deem~ 

reasonably necessary; and (1) the circumstances by which and the date the Insured first became 
aware of tr.e potenti~1 Claim. 

All other terms, conditIons end exclusions shall remain the same. 

AUTHORIZED REPRESENTATIVE 
or cO\Jntersignature lin stlltes where applicable) 

73371;1 (7/IH11 
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" ENDORSEMENT NO.5
 

• 
This endorsement, effective 1Z:01 A IV!, APRIL 6, 2001
 

Forms 3 part of Policy No: PLC DRAFT
 

Issued to: BOTTLEROCK POWER CORPORATION
 

By: Arr,erican International Specialty Lines Insurance Company 

CHANGE IN MATERIAL USE OF 
INSURED PROPERTY(IESI EXCLUSION 

/ 
THIS ENDORSEMENT CHANGES THE POI.ICY. PLEASE READ IT CAREFULLY 

l, is hereoy agreed that ihe following exclu,sion is added to Section 1I. EXCLUSIONS: 

arising from a material change in use of the Insured Propeny(ies). 

All other terms, conditions and excll,Jsions shall remain the same. 

• AUTHORIZED REPRESENTATIVE 
or countersignature (in states where applicablel 

73417 (81991 
PAGE 1 OF 1 
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,. 
ENDORSEMENT NO.6 

• This endorsement, effective 12:01 AM. APRIL 6. 2001 

Forms a part of Policy No: PLC DRAFT 

Issued to: BOTTLEROCK POWER CORPORATION 

By: American International Specialty Lines Insurance Company 

NAMED INSURED/51 ENDORSEMENT 

THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY 

It is hereby agreed that the following enrity(ies) IS (are) included as Named Insuredls), in Item 1 of the 
Declarations. but solely as respects liability arising out ot the ownership. operatiorJ, maimenance or use of tile 
Insured Property!ies) designated in Item 5 of the Declarations. The first Named Insured: if all Y, previously 
designated i" Item 1 of the Declarations shall remain uncMnged as such, . 

NAMED INSURED[S) 

State of California Department of Water Resources 

•
NI other terms, conditions and exclusions remain the samE;! . 

•
AUTHORIZED REPRESENTATIVE 
or countersignature (in states where applicable) 

63305 (8/951 
PAG f 1 OF 1 
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. ENDORSEMENT NO.7
 

• This endorsement. effective 12:01 AM, APRIL 6, 2001 

Forms a part of Policy No: PLC DRAFT 

Issued to: BOTTLE ROCK POWER CORPORATION 

By: American International Specialty Lines Insurance Company 

SCHEDULE OF INSURED CONTRACTS 

THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY 

It is hereby agreed that the following are scheduled liS Insured Contracts to this policy: 

INSURED CONTRACTS 

Purchase Agreement for Bottlerock Power Plant and Assignment Of Geothermal Steam Leese 
(Note: Coverage will be subject to receipt and review of the'final signed contract within fiften (15) 
days of binding. Any changes made to the contract is subject to review, alid coverage under this 
endorsem'ent may be denied, 

All other terms, conditions and exclusions remain the same, 

• 

• 
AUTHORIZED REPRESENTATIVE 
or countersignature (in st~es whoro applicable) 

72320 {12IS8' PAGE 1 OF 1 
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• AMERICAN INTERNATIONAL SPECIALTY LINES INSURANCE COMPANY
 
(A Capital Stock Company, herein called tne Company)
 

175 Water Street, Twelfth Floor
 
New YorK, New York 10038
 

COMMERCIAL POLLUTION lEGAL LIABILITY POLICY 

THIS IS A CLAIMS MADE AND REPORTED POLICY. THIS POLICY HAS CERTAIN PROVISIONS AND 
REQUIREMENTS UNIQUE TO IT AND MAY BE DIFFERENT FROM OTHER POLICIES THE INSURED MAY HAVE 
PURCHASED. DEFINED TERMS APPEAR IN BOLD FACE TYPE. 

In consideration of the payment of· the premium, in reliance upon tne statements 111 tile Declarations and 
Application made a part hereof and subject to all the terms. of this Policy, the Company agrees with tM Named 
Insured as follows: 

I. INSURING AGREEMENTS 

A.	 To pay Clean-Up Costs on behalf of the Insured, on or under the Insured Property, if such Clean-Up 
Costs are sustained solely by reason of the discovery by the Insured during the Policy Period of 
Pollution Conditions on or under the Insured Property, provided: 

• 
1. The discovery of such Pollution Conditions is reported to the Company in wmmg during the 

Policy Period or Within thirty (30) days thereafter by the Insured and in accordance with: Section 
VI. of the Policy; 

Discovery of such Pollution Conditions happens when any director or ofticer or any employee 
with management responsibility of the Insured, or in the case of a proprietorship or partnership, 
an owner or general partner, becomes aware of Pollution Conditions; and 

2.	 Such Pollution Conditions have been reported to the appropriate governmental agency ir. 
compliance with applicable Environmental Laws, in effect as of the date of discovery. 

a.	 To pay Loss on behalf of the Insured then We Insured is legally obligated to pay \is a reSult of Claims' 
first made against the Insured and reported to the Company, In writi~g, during, the Policy Period. or 
during the Extended Reporting Period if applicable, tor Bodily Injury, Property Damage or Clean·Up COS\S 

resulting from Pollution Conditions. 

C.	 To have the right and the duty to defand any Claims 8S described in Paragraph B. above. The 
Company's duty to defend or continue defenqing, and to pay any Loss, shall cease once tile applicable 
lir.".it of liability, as described in Section IV., "Limit of Liability and Deductible," has been ex~austec. 

De1ense costs, c,'1arges and expenses, are included in the definition of Loss es described in Section III. 
"Definitions." Paragraph K., reduce the applicable limit of liability, as described in Section IV., and are 
included within the Deductible amount shown i" Item 4 of the Declarations. 

II. EXCLUSIONS' 

This inSL.rarlCe does not ac;Dly to Clean-Up Costs Or Claims: 

A.	 arising from Pollution Conditions existing prior to the inception date of this Policy and not Olsclosed in 
the application for this Policy. if any Responsible Insured knew or reasonably could have expect'ed that 

_72385(01/00: 
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SUCh Pollution Conditions could give ri~e to Clean-Up Costs or e Claim undertrds Policy, 

e due to or for any punitive, exemplary or the multiplied portion of muitiple damages, or any c;vil orB. 
tldrnillistrative fint!s, penalues or asseSSll1ellts, eXl:8)Jl w118r8' such damage::;, iine:;, fJ~rlalll~s ur 

assessments are insurable by appilcable law; or any criminal fines, penalties or assessments. 

C.	 arising under Clny worker's compensation, unemployment compensation or disability bendlt::; law or 
similar law. 

D.	 due to Bodily Injury to an employee of the .Insured or its parent, subsidiary or affiliate arising out of arc 
in the course of employment by the Insured or its parent. Subsidiary or affiliate; however this exclusion 
does not apply to liability assumed under an Insured Contract. 

E.	 arising as a result of liability of others assumed by the Insured lll1der any contract or agreement, unless 
the liability of the Insured would have attached in the absence of such contract or _agreement or the 
contract or agreement is an Insured Contract. ­

F.	 for Property Damage to goods or products manufactured, sold, handled or distributed by the Insured 
arising out 01 such goods or products or any part 'thereof, or dUB to Property Damage to work, 
performed by, or on behalf of the Insured arising out of the work or any portion thereof. 

G.	 arising from Pollution Conditions that result from an intentional or illegal act or omission of a 
Responsible Insured, if he or she knew or reasonably could have expected that Pollution Conditions 
would result. . 

H.	 arising from Pollution Conditions based upon or attribl,Jtable to a Responsible Insured's' inten~ional, 

willful or deliberate noncompliance with i;lIW statute, regulation, ordinance, administrative complaint, 
nOtice of violation, notice letter, executive order, orinstrvction of any governmental agency or body. e I. for costs, charges or expenses incurred by the Insured for goods supplied or services performed by the 
staff or salaried employees of the Insured, or its parent, subsidiary or affiliate, eJlcept if in response to 
an emergency or pursuant to Environmental Laws which require immediate remediation of Pollution' 
Conditions, or unless SUCh"costs, cherges or expenses ere incurred with the prior written approval of 
the Company in its sole discretion. 

J.	 for Property Damage to property at any time owned, leased, rented, occupied or toanec to the Insured. 

K.	 arising from the presence of asbestos or any asbestos-containing materials or lead-based paint installed 
or applied in, on or to any building or other structure. 

L.	 arising out of Waste Disposal Activities which took place prior to the Waste Disposal Retroactive Date 
stated in Item 6 of the Declarations. 

M.	 arising out of professional services performed or Tendered by the Named Insured, inclUding but not 
limited to, recommendations, opinions and strategies rendered for architectural, consulting and 
engineering work, such as drawings, designs, maps, reports,· surveys, change orders, plan 
speCifications, assessment work, remedy selections, site maintenance equipment !ielection, and 
supervisory, inspection Or Bngineering service. 

N.	 arising from the Insured's Products after possession of suCh Insured'3 Products have been relinquiShed 
to others by the Insured or others tracing l:nder its name. 

o.	 by any Insured agains: en'! other p.erSOIi or entity who is also al1 Insured under thiS Policy. 

p arising fro.'T1 Pollution Conditions resulting from any Identified Underground Storage Tank unless 

• satisfactory integrity tes~ results (Company approved method) are received and approved by and are on 
72385(O~/OO) 
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file with the Company, and such Identified Underground Storage Tanks are schedulea in the Policy by 

endorsement, 

Q.	 for Property Dam899 to o'W Automobile, rolling stOCk, Vessel or aircraft utilized during the 
transportation of the Insured's Products or Waste. This exclusion does not apply to Claims arising from 
the Insured's negligef}ce. 

R.	 arising from Pollution Conditions at any propertY the Insured first acquires, leases, rents or occupies 
after the inception date of this Policy, unless coverage for such property is specifically endorsed to this 
Policy. 

S.	 arising from Pollution Conditions at any property owned, leased, rented or occupied by the Insured, 
which the Insured sold. leased, gave away, abandoned or relinquished. operationai contro; prior to the 
inception date of this Policy. 

III. DEFINITIONS 

A.	 Automobile means a land motor vehicle, Hailer or semi-trailer licensed for tr.wel on public roads. 
including any machinery or apparatus attached thereto. 

B.	 Bodily Injury means physical injury, or sickness. disease, mental anguish or emotional distress sustained 
by any person, inCluding deeth resulting therefrom. 

c.	 Claim means a written demand received by the Insured seeking a remedy and alleging liability or 
respoflsibiiity on the part of the Insured for Loss.. 

•
D. Clean-Up Costs means expef1ses, including reasonable and necessary legal expenses incurred with the 

Comoany's written consent. incurred in the investigation, removal, remediation inclUding monitoring, or 
disposal of soil, surfllcewater, groundwater or other contamination: 

(,}	 to the extent requir13d by Environmental Laws, or specifically mandated by court order, the 
government or any political subdivision of the United States of America or any state thereof, or 
Canada or any province thereof duly acting under the authority of Environmental Laws; or 

(21	 whiCh have been actualiy incurred by the government or any political subdivision of the United 
States of America or any state thereof or Canada or any province thereof, or by third parties. 

E.	 Environmental Laws means any apolicable federal, state, provinCial Or local law under whict". tne In:sured 
has or may have en obligation to incur Clean-Up Costs. 

F.	 . Identified Underground Storage Tank IS an Underground Storage Tank, the existen:e of '(Vhlch was 
known by any Insured prior to tl1e inception date of this Policy, incilIdil19 Underground Storage T<lnk~ 

which have been removed. Afl Underground Storage Tank is any tank. inclUding assOciated 
underground piping connected to the tank, that has at least ten perce,')t (10%) of Its volume below 
ground. 

G.	 Insured means the Named Insured, and any past or present director, officer, partner or er';"lployae 
thereof, inclUding a temporary or leased employee. while acting within the scope of his/her ,·duties as 
such. 

H,	 Insured Contract means: 

(,)	 A con:rec: for a lease of qremises. 

That pert of any othe' cor.tract or agreement pertaining to your busi:l6SS (inclUding an• IZ} 
indemnification of a municipal:tY in connection with work performed for II municipe lity) under 

72385(Ol/aC) 
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which you assume the tort liability of another party to pay tor Bodily Injury, Property Damage or 
Clean-Up Costs to a third person Dr organization. Tort liability means a liabilitY that would be 
imposed by law in the absence of any contract or agreement. 

13)	 A contraci or agreemel',t submitted to and approved by the Company, and listed I~ a Schedultl 
to this Policy. 

Paragraph (21 does not include that part of any contract or agreement that Indemnifies all arcr.itect, 
eng:neer or S~.Hveyor for injury or damage arising out of:. 

(a)	 Preparing, approving, orfeiling to prepare or approve maps, shop draWings, opinions, reports, 
surveys. field orders, change orders or draWings and specificetions: (lr 

(bl	 Giving directions or instructions, or failing to give them, if that is the primary cause of the 
Bodily Injury, ProperlY Damage or Clean-Up Costs. 

I.	 Insured's Products means goods or products manufactured, sold, handled or distributed by the Insured 
or others trading under the Insured's name, and includes containers (other than Automobiles, rolling 
stock, Ve~sel3 or aircraft), materials, parts or equipment furnished in connection therewith, and 
includes warranties or representations made at any time with respect to the fitness, quality, durability, 
performance or use thereof, or the failure to provide warnings or instructions. 

J.	 Insured Property means reel property owned, leased, rented or occupied by the Insured. 

K.	 Loss means (1) monetary awards or settlements of compensatory damages arising from Bodily Injury or 
Property Damage; (2) costs, charges and expenses incurred in the defense, investigation or adjustment 
of Claims for such compensatory damages or for Clean-Up Costs; or (3) Clean-Up Costs. 

Named Insur9d means the person or entity designated as such In Item 1 of the Declarations. 

M.	 Policy Period means the period set forth in Item 2 of the Declarations, or any shorrer period asa result 
of cllncellationof this Policy, 

N.	 Pollution Conditions means the dischi;lrge, dispersal, release or escape of any solid, liqUid, gaseous or 
thermal irritant or contaminant, including smoke, vapors, soot, fumes, acids, alkalis, toxic chemicalS, 
medical Waste and Waste materials into or upon land, or any structure on land, the atmosphere or any 
watercourse or bod.." of water, including groundwater, provided such conditions are not naturally 
presef\t irj the environmef\t.	 . 

o.	 Property Damage means: 

11)	 Physical injury to or destruction of tangible property of parties other then the Insured, including 
the resulting loss of use or value thereof; and 

(2)	 Loss of use, but not Joss of value. of tangible property of parties other than the Insured thet has 
not been physically Injured or destroyed, 

Property Damage does not include Clean-Up Costs. 

P.	 Responsible Insured means allY employee of the Named Insured responsible for environmental affairs, 
control	 or compliance. or a:w manager, supervisor. officer, director or partner of the Named Insured. 

l 
Q.	 Vessel means any watercraft or other conveyaf\ce used or capable of being used as a means of 

transportation on water. whether selt-propelled or otherwise, and inCludes barges and tugs. 

a. Waste means waste generated by the Named Insured, inclUding any property in WhiCh the wastes are 
72385(01'00; 
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contained {other than Automobiles, rolling stock, Vessels or 8irc~aHsl. and including materials to be 

recycled, reconditioned or reclClimed, 

s,	 Waste Disposal Activities means the transportation, processing, treatment or disposal, or the arranging 
for the transponation, processing, treatment or disposal of Waste. 

tV.	 LIMIT OF LJABILITYAND DEDUCTI8LE 

A,	 The Company's total liability for all Clean-Up Costs under Insuring Agreement I.A. and all Loss under 
Insuring Agreement 1.8. combined, and including the Extended Reporting Period, if appHcable, shal. not 
exceed the "Policy Aggrega~e" shown in Item 3 of the Declarations. The purchase by the Named 
Insured of an Extended Reportirlg Period pursuant to Section V. shall not serve to reinstate or increase 
the Policy Aggregete of this Policy. 

e, (1 )	 Subject to Paragraph A. above. the Company's total liability for all Clean-Up COlits under 
Insuring Agreement I.A and Loss under Insuring Agreement 1.8. combined, arising from the 
same, continuous or related Pollution Conditions shall not exceed the "Each Incident" limit of 
liability statl;:d in Item 3 of the Declarations. 

(2)	 If the Insured first discovers Pollution Conditions during the Policy Period and reports them to 
the Company in accordance with Section VI., all continuous or rolatad Pollution Conditions first 
discovered by the Named Insured and reported to the Company lInder a subsequent Commercial 
Pollution Legal Liability Policy issued by the Company or its affiliate prOlliding substantially the 
same coverage as this PoliCY shall be deemed to have been first discovered and reported during 
this Policy Period. 

(3)	 If 8 Claim for Bodily Injury, Property Damage or Clean-Up Costs is first made against the Insured 
and reported to the Company during the Policy Period, all Claims for Bodily Injury, Property 
Damage or Clean-Up Costs, arising trom the same, continuous or related Pollution Conditions 
which are first made against the Insured and reported to the Company under a subsequent 
Pollution Legal Liability PolicY issued by the Company or its affiliate proViding substantially the 
same coverage as this Policy, shell be deemed to have been tirst made and reported during the 
Policy Period of this Policy.. 

C.	 . Subject to Paragraphs A. and B. above, this Policy is to pay covered Clean-Up Costs or Loss, as the 
case may be, in excess of the Deductible amount stated in Item 4 of the DeClarations, up to but not 
exceeding the ~Eech Incident" limit of liability. The Deductible amount applies to all Clean-Up Costs or 
Loss arising from the same, related or continuous Pollution Conditions. 

The Insured shell promptly reimburse the Company for advancing any element of Clean-Up Costs Or 
Loss falling within the Deductible. 

V.	 EXTENDED REPORTING PERIOD 

The Named Insured shall be entitled to an Autome:ic Extended Reporting Period, and (with certain exceptions 
as described in paragraph B. of this Section) be entitled to purchase an Optional Extended Reporting Period 
Endorsement for Insuring Agreement I.B" upon termlfl1ltion of coverage es defined in Paragraph 8,(3) of this 
Section, Neither the Automatic nor the Optional Extended Reporting Period shall reirstate or increase any of the 
limits of liability of this Policy 

A,	 Automatic' Extended Reporting Period 

Provided (i) that the Named Insured has not purchased any otller inSurance to, replace this insurance 
and which applies to Clean-Up CQl>tll or a Claim otherwise covered hereunder, end (ii) the Named 

e Insured has not purchased the Optional Extended Reporting Period available under paragraph 8. below, 
the Named Insured shall have the right to the following: a period of sixty (601 Clays follOWing the 
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effective date 01 such termination of coverage in which to provide written notice to the Company of 
Claims first made and reported within the ALJtomalic Extended Reporting Period. 

A Claim first made and reponed within the Automatic Extended Reporting Period will be deemed to 
have been made on rne last day of the Policy Period, provided that tne Claim arises from Pollution 
Conditions that commenced before the end of the Policy Period and is otherwise covered by this Poiicy. 
Tne Automatic Extended Reoorting Period in its entirety shall not apply if the Optional Extendeo 
Repor~ing Period becomes effective. 

B.	 Optional Extended Reporting Period 

The Named Insured shall be 'entitl(3d to purchase an Optional Extended Reporting Period UPOO1 

termination of coverage as defined herein (except in the event of nonpaymem of premIum), as follows: 

i 1)	 A Claim first made and reported witl,in the Optional Extended Reponing Perloo, It 
purchased in accordance with the provisions contained In Paragraph"{Zl below, will be 
deemed to have been made on the last day of the Policy Period, provided that the Claim 
arises from Pollution. Conditions that commenced before the end of the Policy Period 
and is otherwise covered by this Policy, \ 

(2)	 The Company shllil issue an endorsement prOViding an Optional Extended Reporting 
Period of up to forty (40) months from termination of coverage hereunder, provided that 
the Named Insured: 

a.	 makes a written request for such endorsement which the Company receives 
within thirty (30) days after termination of coverage as defined herein; and 

b.	 pays the additional premium when due. If that additional premium is paid when 
due, the Extended Reporting Period may not be canceled, provided that all other 
terms and conditions of the Policy are met. 

(3)	 Termination of coverage OCCurs at the time of cencellation or nonrenewal of this Policy 
by the Named Insured Or by the Company. 

(4)	 The Optional Extended Reporting Period is availeole to the Named Insured for 110t mOre 
than 200% of the full annu~1 Policy premium. 

VI.	 NOTICE REQUIREMENTS AND CLAIM PROVISIONS 

It is a condition precedent to eny rights afforded under this Policy that the Insured provide the Company with 
notice of Pollution Conditions as follows: 

A. . NOTICE OF POLLUTION CONDITIONS 

(1)	 In the event of Pollution Conditions under Insuring Agreement I.A., the Insured shall give written 
notice to: 

Manager, Pollution 111surance Products Unit
 
AIG Technical Services, Inc.
 
Environmental C\eims Department
 
80 Pine Street, Six:h Floor
 
New York, New York' , 0005
 

and 

Division Attorney· Pollution Legal Liability 

Copyright. American Inlemallon~1 Group. Inc., 1998 
6 



M~R 28 2001 13:~8 r~ HIG	 I U :il'(!d'(('(.51tJbb 

• 
American International Specialty Lines Insurance Company 
175 Water Street. Twelfth Floor 
New York, New York 10038 

or other eddress(es) as substituted by the Company in writing, 

(2;	 Tne notice reauired by Faragraph (1) shalJ include at a minimum, Information sufficient to 
identify t:te Named Insured, the Insured Property, the names of persons with knowledge of the 
Pollution COl1ditions, and all known and reasonably obtainable information regarding the time. 
place, cause, nature of end other circumstances of the Pollution Conditions. Written notice 
shall be made on a notice of loss form supplied by the Company. 

Notice of Pollution' Conditions rilay only be provided by the Insured and may not be oelegated to third 
parties. It is not a defense to this condition precedent that the Company learned of the Pollution 
Conditions through any independent means .. 

B.DUTIES OF THE INSURED IN THE EVENT OF CLAIMS ARISING FROM POLLUTION CONDITIONS 

11)	 In the event of a Claim, the Insured shall give the Company's reprBsBntative(s) as identified in 
this paragraph written notice as soon as practicable, but in any event during the Policy Period or 
Extended Reponing Period, if applicable. 

All Claims shall be reported to: 

,Manager, POllutiun Insurance Products Unit
 
AIG Technical Services, Inc
 

. Environmental Claims Department
 
80 Pine Street, Sixth Floor
 
New York, New York 10005
 

and 

Division Attorney· Pollution Legal Liability 
American International Specialty Lines Insurance Company 
175 Water Street, Twelfth Floor 
New York, New York 10038 

or other address(es) as substituted by the Company in writing. 

(2)	 The Insured ,shall furnish information at the request of the Company. When a Claim has besn 
made, the Insured shall forward to the Company as soon as practicable after receipt, or receipt 
by its representative or agent, the following: 

a.	 All correspondence between the I.nsured and any third party claimslit; 

b.	 All demands. summons, notices or o:her processes or papers filed wltl, a CQurt 

of law, administrative agency or an investigative body; 

c,	 All technical reports, laboratory daw, lield r"\otes or any other docume:l:s 
gener<lted by perso('\s h;red by tha In&urad to irvestl9<lte or remecliate Pollution 
Conditions; 

d. All exOert reports, investigations and data collected by experts reteined by the 
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• 
Insured, whe.ther or not the Insured intends to use the material for any purpose; 
and 

e.	 Any other informetior'l developed or discovered by the Insured concerning the 
Claim, whether or not deemed by the Insured to be relevant to the Claim. 

(3)	 No costs, charges or expenses shall be incurred in the defense or investigation of Claims 
without the Company's conse~t, which shall nat be unreasonably withheld. 

(4)	 If the Insured refuses to consent to any settlement recommended by the Company and 
acceptable to the claimant, the Company's duty to defend ths Inllur8d shall then cease and t'1e 
Insured Shall therGafter i,egotiate or defend such Claim independently of the Company and the 
Company's liability shall not exceed the amount, less the Deductible or any outstanding 
Deouctible balance,· for which the Claim could have been settled if. such (f~commendation was 
consented to. 

(5)	 The Compar'lY shall have the right but not the duty to participate in decisions regarding cleanup 
of Pollution Conditions or to assume direct control over all aspects of such cleanup and the 
adjustment of any Claim up to the limit" of liability. In the case of the exercise of this right, the 
Insured, on demand of the Company, shall promptly reimburse the Company for any element of 
Loss the Company advances falling within the Insured's Deductible,.pursuant to Section IV. 

(6)	 The Insured shQl1 cooperate with tl1e Company to the fullest extent possible by providing 'the 

. assis:allCe	 necessary to adjust, investigate and defend tl,e Claim, and shall participate in 
discussions regarding clean-up or performance of a clean-up should the Company exercise its 
rights under Paragraph (5) of this Section VI.B. The Insured agrees to provide the Company 
free access to interview any employes, agent, representative or independent contractor.. of the 
Insured and review any documents of the Insured concerning the Claim. 

(7)	 In the event the Insured is entitled by law to select independent couflsel to defend the Insured 
at the Company's expense, the attorney fees and all other litigation expenses the Company 
must pay to that counsel are limited to the rates tha Company would actually pay to counsel 
that the Company rstains in the ordinary course' of business in the defense of similar Claims in 
the community where the Claim arose Or is bein9 defended. ' 

Additionally, the Company may exercise the right to require that such counsel have certain 
minimum qualifications with respect to their competency, including experience in defending 
Claims similar to the one pending against the Insured. and to require Such counsel to have 
errors 61ld omissions insurance coverage. As respects any such counsel, the Insured agrees 
that counsel will timely respond to the Company's request for information regarding the Claim. 

Furthermore, the In:lured may at anytime, by it5 signed 'consent. freely and fully waive its righl 
to select independent counsel. 

C.	 RIGHTS OF THE COMPANY AND DUTIES OF THE INSURED IN THE EVENT OF POL.LUTION 
CONDITIONS 

(1)	 The Company's Rights. 

a.	 The Company shell have the right but not the duty to clean-up or mitigate Pollution 
Conditions on or under the Insured Property upon receiving notice as provided in 
Section VI. of 'this Policy. 

b.	 Alloca~ion of Su:ns Expended. Any sums expendec' by the Compa ..w under Paragraph 
(1 )e. of this Seeton VI.C. will be deemed inc,med or expended by the Insured and shall 

CCP)'f1;ht. Arnencan International Grovp, Inc.. 1998 
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be applied against the limits of coverage under this Policy .
 

(21	 The Named Insured shell heve the duty to clean-up Pollution Conditions on or under the Insured 
Property to the extent requi,ed by Environmental laws by ~et8ining competent profess,onal(s) ur 
contractor(s) mutually acceptable to the Company 1Ind the Named Insured. The Company snail 
have the right but not lhe duty to review Clnd approve all aspects of llny such clean·up. The 
Named Insured shall notify the Company 01. actIons and measures taken purSU(lnt to tl,is 
paragraph. 

VII.	 TERRITORY 

This Policy only applies to Claims arising from Pollution Conditions in the United States, its territories or 
possessions. Or Canada and only if such Claims are made or brought in the United States. its territories or 
possessions, or CanaOa. 

VIII.	 CONDITIONS 

A.	 Inspection Md Audit - The Company shall be permitted but liot obligated to inspect, sample and 
monitor on a continuilig basis the Insured's property or operations. at any time. Neither theC'ompany's 
right to make inspections. sample and monitor, nOr the actual undertaking thereof nor any report 
thereon, shall Constitute an undertaking, on behalf of the Insured or others. to determine or warrant 
th~lt property or operations are safe, healthful or conform to acceptable engineering practice or are in 
compliance with any law, rule or regulation. 

B.	 Cancellation· This Policy may be cancelled by the Named Insured by surrender thereof to the Company 
or flny of i1s authori~ed agents or by mailing to the Company written notice stating when thereafter the 
cancellation shall be effective. This Policy may be cancelled by the Company only for the reasons 
stated below by mailing to the Named Insured at the address shown in the Policy, written notice stating 
when not less than 60 days (10 days for nonpayment of premium) thereafter such cancellation shell be 
effective. Proof of rneiling of suel) notice shall be sufficient proof Of r'lotice. 

1.	 Material rnisrepresent~Hlon by the Insured; 

2.	 The Insured's failure to comply with the terms, conditions or contractual obligations under this 
policy, including failure to pay any Deductible when due; 

3.	 Failure to pay any premium when dve; 

4.	 A change in operations at an Insured Property during the Policy Period which materially increases 
a risk covered under this Policy. 

The time of surrender or the effective date and hour of cancellation sta~ed in the notice shall become 
the end of the Policy Period. Delivery of such writteli notice either by the Named In~ured Or by the 
Company shall be equivalent to mailing. If the Named Insured cancels. earned premium shall. be 
computed in accordance with the customary short rate table and procedure. If the Comoany cancels. 
earned premium shall be computed pro rata. Premium adjustment may be either at the time 
canc6'Iation is effected or as soon as practicable <tfter cancellation becomes effective. but payment or 
tender of unea:ned premium 1$ not a c~ndjtion of cancellation. 

C.	 Representations - By acceptance of this Policy, theln:lured agrees· that the staiements in the 
Declarations and App!ica:ion are their agrsements and representations. that this PoliCY is issued in 
reiiance upon the tr-.Jth of such representationI'. and thell thiS Policy embodies all agreements el(istl;lg 
between the Insured and the Com::lany or any of its agents relating to this insurence. 

0.	 Action Against Company. No actiori shall lie against the Compa.iY. unless as a conditionprecec'en; 

• 72 355(01/00) 
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thereto, there sh<;lll h<;lve beell full compliance with all of the terms of this Policy, nor until the amount 
of the Insured's obligation to pay shall have been finally determined either by judgment against the 
Insured atter actual Vial or by written agreement of the Insured, the claimant and the Company. 

Any person or organization or the le~a! representative thereof who has secured such juogment or 
written agreement shall thereafter be entitled to recover under this PoliCy to the extent of the insurance 
afforded by this Policy. No person or organization shall have any ri~ht under this Policy to join the 
Company as a party to any ac:icn agair,st the Insured to determine the Insured's liability, nor shall the 
Company be impleaded by the Insured or his legal represen:allve. Bankruptcy or insolvency of the 
Insured or of the Insured's estate shall not relieve the Company of any of its obligations hereunder. 

E.	 Assignment - This Policy shall not be assigned without the prior written consent of the Company 
Assignment of interest under this Policy shall not bind the Company until its consent is endorsed 
thsreon. 

F.	 Subrogation - 1/1 the event of any payment under this Policy, the Company shall be subrogated to ail the 
Insured's rights of recovery therefor against any person or organization and the Insured shall execute 
and deliver instruments and papers end do whatever else is necessary to secure such rights inclucing 
without limitation. assignment of the Insured's rights agaillst allY person or orgar)IZallOn who caused 
Pollution Condilions on account of which the Company made any payment under this Policy. The 
Insured shall co nothing to prejudice the Company's rights under this paragraph. Any recovery as a 
result of subrogation proceedings arising out of the payment of Clean-Up Costs or Loss covered under' 
this Policy shall accrue first to tr,e Insured to the ex.tent of any oayments in excess of the limit of 
coverage; then to the Company to the extent of its payment under the Policy; and then to the Insured 
to the extent of its Deductible. Expenses incurred in such subrogation proceedings shall be apportioned 
among the interested parties in the recovery in the proportion that each interested partY's shere in the 
reCQvery bears to the total recovery. 

Changes· Notice to any agent or knowledge possessed by any agent or by any other person shall not 
effect a waiver or a change in any part of this Policy or estop the Company from asserting any right 
under the terms of this Policy; nor shall the terms of this Policy be waived or changed, except by 
endorsement issued to form a part of this Policy. 

H.	 Sole Agent - The Named Insured first listed in'ltem 1 of the Declarations shall act on behalf of all other 
Insureds, if any, for the payment or return ofpremlurn, receipt and acceptance of any endorsement 
issued to form a part of this Policy, giving and receiving notice of cancellation or nonrenewal, and the 
exercise of the rights provided in the Extended Reporting Period clause. 

I.	 Other Insurance 

(1)	 Primary Insurance 

This insurance is primary. Ou~ obligations are not afrected unless ilny other ,;nsur(lnce 
applicable to Clean-Up Costs or Loss covered under this Policy is also pr:mary. Then, we will 
share with all that other insurance by the method described in (2) below. 

(2)	 Method of Sharing' 

If ell of the otller insurance permIts contribution by equal shares, we will follow this methoo 
a so. Under this approach each insurer contributes equal amounts until it has paid its applicable 
limit of insurance or nene of the loss remains, whichever comes first. 

If any of the other i:'1surence does not permit contribution by tlQual shares, we will contribute by 
limits. Unc1er this method, each insure"s share is based on the ratio of its applicable limit of 
insurance to the total applicable limits of insurance of all insurers. 

CODy,iont.Arr,erlca:llnlert'l3Iional Group. Inc., 1998 
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• J . Service of Suit· It is agreed that in· the event of failure of the Company to pay any amount claimed to 
be due hereunder, the Company, et the request of the Insured, wiil submit to the jurisdiction of a court 
of competent jurisdction within the United States. Nothing in this condition constitutes or should be 
understood to constitute a waiver of the Company's rights to commence an action iii any court of 
competent jurisdiction in the Un:ted States, to remove an action to e United States District Court, or to 
seel< a transfer of a case to another court as permitted by the laws of the United States or of any state 
in the United Stetes. It is further agreed that service of .orocess in such SUit may be made uoon 
Counsel, Legal Department, American International Specialty Lines Insurance Company, 70 Pine Street. 
New York. New York 10270. or hiS or her representative, and triel in any suit institutea against tlie 
Co;npany upon this contract, the Company will abid~ by the final decision of Such co"rt or of 8('y 

appellato court in the event of llny appeal. 

Further, pu~suant to any sta,ute of eny state, territory, or district of the United States which makes 
provision therefor, the Company hereby desigrHltes the Superintendent, Commissioner, or Director of 
Insurance, other officer specified for lhat purpose in the statute, or his or her successor or successors 
in o~fjce as its true and lawful attorney upon whom may be served any lawful process in llny action, 
suit or proceeding instituted by or on behalf of the Insured or any beneficiary hereunder arising out of 
this contract of insurance, and hereby designates the above named counsel as the person to whom the 
said officer is authorized to mail such process or a true copy thereof. 

IN WITNESS WHEREOF, the Company has caused this Policy to be signed by its president and secretary and 
signed on the Declarations page by II duly authorizeo representative or countersigned in srares wHere 
applicable . 

• 
Elizabeth M. Tuck, Secretary Kevin Kelley, President 

.2385101/00) . 
Ccpyright, Americ:ln Internallonal Grcup, IrJe.. 1998 

11 



•	 Exhibit F 
\ 

Bottle Rock Power Plant and' Steamfield 
Schedule of Assets 

(Non-Exhaustive) 

Power Plant Assets 
•	 Concrete Power House (Turbine Building) 
•	 Fuji Turbine-Generator System 
•	 Lubricating Oil System (Includes Existing Volume of Lube Oil) 
•	 Control Room Equipment and All Telecommunications Equipment 
•	 Motor Control System 
•	 Emergency Battery Bank 
•	 Emergency Electrical Generators (Diesel) and Associated Buildings 
•	 Electrical Substation (13.8 kv to 230 kv Transformer and Switch Gear) 
•	 Electrical Transformers, Potential Ground Switches, Circuit Breakers and All 

Other Related Electrical Systems 
•	 Heat Extraction System (Main, Inter, and After Condensers) 
•	 Turbine Bypass Condensing System 

• 
• Research-Cottrell Five Cell Counter-Flow Cooling Tower 
•	 Condensate and Circulating Water Pumping Systems and All Other Ancillary Pumps 
•	 Peabody Designed Stretford H2S Abatement System 
•	 Stretford Control Building, Controls, and Associated Analytical Laboratory 
•	 Stretford Sulphur Co-Product Management System 
•	 Secondary Abatement System with All Related Storage Tanks and Pumps 
• 'Main Steam Emergency Exhaust Muffler System 
•	 Plant Yard Fixtures, Improvements, and Various Out-Buildings 
•	 All Spare Parts on the Premises (Including but not ,limited to the Spare Turbine 

Rotor, Diaphragms, Gear Boxes, Condenser Tubes) and All Special Tools 

Steamfield Assets 
•	 Fourteen (14) Production Steam Wells on Three (3) Different Pads 
•	 Two (2) Liquid Re-Injection Wells 
•	 Steam Gathering and Transmission Piping (Approximately 3.5 Miles Total) 
•	 Steamfield Control Building, Shop, Lay Down Yard, and Various Out-Buildings 
•	 Wellhead Valves of Various Sizes 
•	 Motorized Main Steam Stop Valves 

Related Assets 
•	 All Instruction Manuals, Engineering Data Books, and Parts Catalogues 

• 
• All Diagrams and Drawings (Including All Piping and Instrument Drawings) 
•	 All Plant and Steamfield Performance Records 


