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In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to NCPA, based on an analysis of existing laws, regulations,
rulings and court decisions and assuming, among other matters, the accuracy of certain representations and compliance with certain
covenants, interest on the Issue One 2010 Series A Bonds is excluded from gross income for federal income tax purposes under Section
103 of the Internal Revenue Code of 1986 (the “Code”). In the further opinion of Bond Counsel, interest on the Issue One 2010 Series A
Bonds is not a specific preference item for purposes of the federal individual or corporate alternative minimum taxes nor is it included
in adjusted current earnings when calculating corporate alternative minimum taxable income. Bond Counsel is also of the opinion
that interest on the Issue One 2010 Series Bonds is exempt from State of California personal income taxes. Bond Counsel observes that
interest on the 2010 Series B Bonds is not excluded from gross income for federal income tax purposes under Section 103 of the Code.
Bond Counsel expresses no opinion regarding any other federal or state tax consequences relating to the ownership or disposition of, or
the accrual or receipt of interest on, the Issue One 2010 Series Bonds. See “TAX MATTERS” herein.
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The Issue One 2010 Series Bonds will be issued by Northern California Power Agency pursuant to an Indenture of Trust, dated as of
June 1, 2010, between NCPA and U.S. Ban National Association for the purpose of financing the Indenture Group A Participants’ share of
the Costs of Construction of the Lodi Energy Center, a 280 MW combined cycle power plant, natural gas-fueled electric generation station
to be constructed in Lodi, California and related purposes. See “PLAN OF FINANCE” and “ESTIMATED SOURCES AND USES OF FUNDS”
herein.

The Issue One 2010 Series Bonds will be issued as fully registered bonds and, when issued, will be registered in the name of Cede &
Co., as nominee of The Depository Trust Company, New Yor , New Yor . DTC will act as securities depository for the Issue One 2010 Series
Bonds. Individual purchases of the Issue One 2010 Series Bonds will be made in boo -entry form only. Interest on the Issue One 2010 Series
Bonds will be payable on each June 1 and December 1, beginning on December 1, 2010. Principal will be payable on June 1 of the years set
forth on the inside cover page hereof. The Issue One 2010 Series Bonds will be delivered in denominations of $5,000 and any integral multiple
thereof. Principal, premium, if any, and interest on the Issue One 2010 Series Bonds will be payable by the Trustee to DTC, which is obligated
in turn to remit such principal of, premium, if any, and interest to its DTC Participants for subsequent disbursement to the beneficial owners
of the Issue One 2010 Series Bonds. See “APPENDIX D — BOOK-ENTRY ONLY SYSTEM” hereto.

The Issue One 2010 Series Bonds are subject to redemption prior to maturity as described herein.

THE ISSUE ONE 2010 SERIES BONDS WILL BE SPECIAL, LIMITED OBLIGATIONS OF NCPA PAYABLE SOLELY FROM AMOUNTS
AVAILABLE FROM THE TRUST ESTATE, AND SECURED SOLELY BY A PLEDGE OF THE TRUST ESTATE, CONSISTING PRIMARILY OF
PAYMENTS FROM THE INDENTURE GROUP A PARTICIPANTS AND THE FUNDS HELD BY THE TRUSTEE UNDER THE INDENTURE.
THE ISSUE ONE 2010 SERIES BONDS WILL NOT CONSTITUTE A CHARGE AGAINST THE GENERAL CREDIT OF NCPA. THE ISSUE
ONE 2010 SERIES BONDS ARE NOT DEBTS, LIABILITIES OR OBLIGATIONS OF THE STATE OF CALIFORNIA, ANY PUBLIC AGENCY
THEREOF (OTHER THAN THE SPECIAL LIMITED OBLIGATIONS OF NCPA), ANY MEMBER OF NCPA, ANY INDENTURE GROUP A
PARTICIPANT OR ANY OTHER PARTICIPANT, AND NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF ANY OF THE
FOREGOING (INCLUDING NCPA) IS PLEDGED FOR THE PAYMENT OF THE ISSUE ONE 2010 SERIES BONDS. NCPA HAS NO TAXING
POWER.

The Indenture Group A Participants are eleven of the thirteen California public entities that have purchased the capacity and energy of
the Lodi Energy Center from NCPA pursuant to the Power Sales Agreement and that are the only Participants obligated to ma e payments
with respect to the Issue One 2010 Series Bonds. These eleven California public entities are: the Cities of Azusa, Biggs, Gridley, Healdsburg,
Lodi, Lompoc, Santa Clara, and U iah, together with the Plumas-Sierra Rural Electric Cooperative, the Power and Water Resources Pooling
Authority, and the San Francisco Bay Area Rapid Transit District. See “PLAN OF FINANCE” and “POWER SALES AGREEMENT” herein.

MATURITY SCHEDULE
(see inside cover)

The Issue One 2010 Series Bonds are offered when, as and if issued and delivered to the Underwriters, subject to the approval of
legality by Orric , Herrington & Sutcliffe LLP, Los Angeles, California, Bond Counsel to NCPA, and certain other conditions. Certain legal
matters will be passed upon for NCPA by Meyers, Nave, Ribac , Silver & Wilson, Sacramento, California, General Counsel to NCPA, by
Spiegel & McDiarmid LLP, Washington, D.C., Washington Counsel to NCPA and by Orric , Herrington & Sutcliffe LLP, Disclosure Counsel
to NCPA. Certain legal matters will be passed upon for the Underwriters by Chapman and Cutler LLP, Salt La e City, Utah, Counsel to the
Underwriters. It is expected that the Issue One 2010 Series Bonds in definitive form will be available for delivery through the facilities of DTC
in New Yor , New Yor , by Fast Automated Securities Transfer (FAST) on or about June 24, 2010.
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Citi De La Rosa Co. J.P. Morgan
Morgan Stanley Stone Youngberg
Dated: June 17,2010



$78,330,000
Northern California Power Agency
Lodi Energy Center Revenue Bonds, Issue One
2010 Series A

(Tax-Exempt)
MATURITY SCHEDULE
Maturity Date Principal
(June 1) Amount Interest Rate Yield CUSIP No.
2013 $4,540,000 3.000% 1.950% 664845 DR2
2014 4,675,000 4.000 2.370 664845 DSO
2015 4,865,000 5.000 2.770 664845 DT8
2016 5,110,000 5.000 3.220 664845 DU5S
2017 5,365,000 5.000 3.590 664845 DV3
2018 5,630,000 5.000 3.880 664845 DW1
2019 5,915,000 5.000 4.090 664845 DX9
2020 6,210,000 5.000 4.240 664845 DY7

$36,020,000 5.000% Term Bonds due June 1, 2025 - Yield 4.750%° CUSIP No." 664845 DZ4

¢ _ Priced to par call on June 1, 2020

$176,625,000
Northern California Power Agency
Lodi Energy Center Revenue Bonds, Issue One
2010 Series B
(Federally Taxable — Direct Payment
Build America Bonds)

MATURITY SCHEDULE

$176,625,000 7.311% Term Bonds due June 1, 2040 - Yield 7.311% CUSIP No." 664845 DQ4

t Copyright 2010, American Bankers Association. CUSIP® is a registered trademark of the American Bankers Association. The CUSIP data
herein is provided by the CUSIP Service Bureau, managed on behalf of the American Bankers Association by Standard & Poor’s. The CUSIP
numbers are not intended to create a database and do not serve in any way as a substitute for CUSIP service. CUSIP numbers have been assigned
by an independent company not affiliated with the Agency and are provided solely for convenience and reference. The CUSIP numbers for a
specific maturity are subject to change after the issuance of the Issue One 2010 Series Bonds. Neither the Agency nor the Underwriters take
responsibility for the accuracy of the CUSIP numbers.
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No dealer, broker, salesperson or any other person has been authorized by NCPA, the Indenture
Group A Participants or the Underwriters to give any information or to make any representation, other
than the information and representations contained herein, in connection with the offering of the Issue
One 2010 Series Bonds and, if given or made, such information or representations must not be relied
upon as having been authorized by any of the foregoing. This Official Statement does not constitute an
offer to sell or the solicitation of an offer to buy, nor will there be any sale of, the Issue One 2010 Series
Bonds in any jurisdiction in which it is unlawful to make such offer, solicitation or sale. This Official
Statement is not to be construed as a contract with the purchasers of the Issue One 2010 Series Bonds.

Statements contained in this Official Statement that include estimates, forecasts or matters of
opinion are intended solely as such and are not to be construed as representations of fact. The
information set forth herein has been furnished by NCPA, the Indenture Group A Participants or other
sources which are believed to be reliable. The information and expressions of opinion herein are subject
to change without notice, and neither the delivery of this Official Statement nor any sale made hereunder
shall, under any circumstances, create any implication that there has been no change in the matters
described herein since the date hereof. This Official Statement, including any supplement or amendment
hereto, is intended to be deposited with one or more repositories.

U.S. Bank National Association accepts its duties as Trustee for the Issue One 2010 Series Bonds.
Notwithstanding the foregoing, however, the Trustee has not reviewed this Official Statement and makes
no representations as to the information contained herein, including, but not limited to, any
representations as to the financial feasibility of NCPA or the Participants, the Lodi Energy Center or any
related activities.

The Underwriters have provided the following sentence for inclusion in this Official Statement:
The Underwriters have reviewed the information in this Official Statement in accordance with, and as part
of, their responsibilities to investors under the federal securities laws as applied to the facts and
circumstances of this transaction, but the Underwriters do not guarantee the accuracy or completeness of
such information.

IN CONNECTION WITH THE OFFERING OF THE ISSUE ONE 2010 SERIES BONDS THE
UNDERWRITERS MAY OVERALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR
MAINTAIN THE MARKET PRICE OF THE ISSUE ONE 2010 SERIES BONDS AT LEVELS
ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH
STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

CAUTIONARY STATEMENTS REGARDING
FORWARD-LOOKING STATEMENTS IN
THIS OFFICIAL STATEMENT

Certain statements included or incorporated by reference in this Official Statement constitute
“forward-looking statements.” Such statements are generally identifiable by the terminology used such as
“plan,” “expect,” “estimate,” “budget” or other similar words. Such forward-looking statements include,
but are not limited to, certain statements contained in the information under the captions “THE LODI
ENERGY CENTER,” “RATE REGULATION,” “DEVELOPMENTS IN THE ENERGY MARKETS,”
“OTHER FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY” and “LITIGATION —
California Energy Market Refund Dispute and Related Litigation™ in this Official Statement and in the
description of each Indenture Group A Significant Share Participant’s operations set forth in APPENDIX
B hereto. Forward-looking statements in this Official Statement are subject to risks and uncertainties,
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including particularly those relating to the successful completion of construction of the Lodi Energy
Center within NCPA’s budgeted Costs of Construction, natural gas costs and availability, wholesale and
retail electric energy and capacity prices, federal and state legislation and regulations, competition and
industry restructuring, and the economies of the service areas of the Indenture Group A Participants.

The achievement of certain results or other expectations contained in such forward-looking
statements involve known and unknown risks, uncertainties and other factors that may cause actual results,
performance or achievements to be materially different from any future results, performance or
achievements expressed or implied by such forward-looking statements. NCPA does not plan to issue
any updates or revisions to those forward-looking statements if or when its expectations or events,
conditions or circumstances on which such statements are based occur.

NCPA maintains a website. However, the information presented therein is not part of this
Official Statement and should not be relied upon in making investment decisions with respect to the Issue
One 2010 Series Bonds.
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Lodi Energy Center
Generation Entitlement Share Percentages (“GES”)

Generation Entitlement

Participant Share Percentage
California Department of Water Resources” 33.5000%
City of Azusa 2.7857
City of Biggs 0.2679
City of Gridley 1.9643
City of Healdsburg 1.6428
City of Lodi 9.5000
City of Lompoc 2.0357
City of Santa Clara 25.7500
City of Ukiah 1.7857
Modesto Irrigation District” 10.7143
Plumas-Sierra Rural Electric Cooperative 0.7857
Power and Water Resources Pooling Authority 2.6679
San Francisco Bay Area Rapid Transit District 6.6000
Total 100.0000%

Not in Indenture Group A and not obligated to make payments in connection with the Issue One 2010 Series
Bonds.

Issue One Indenture Group A
Indenture Cost Share Percentages (“I1CS”)

Indenture
Indenture Group A Participant Cost Share Percentage
City of Azusa 4.9936%
City of Biggs 0.4802
City of Gridley 3.5212
City of Healdsburg 2.9448
City of Lodi 17.0295
City of Lompoc 3.6491
City of Santa Clara 46.1588
City of Ukiah 3.2010
Plumas-Sierra Rural Electric Cooperative 1.4084
Power and Water Resources Pooling Authority 4.7824
San Francisco Bay Area Rapid Transit District 11.8310

Total 100.0000%
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SUMMARY STATEMENT

This Summary Statement is subject in all respects to more complete information contained in this
Official Statement and should not be considered a complete statement of the facts material to making an
investment decision. The offering of the Issue One 2010 Series Bonds to potential investors is made only
by means of the entire Official Statement. Certain terms used herein are defined in APPENDIX A to this

Official Statement.

NCPA

Northern California Power Agency is a joint exercise of
powers agency formed under the Act and the Joint Powers
Agreement now among Alameda, Biggs, Gridley, Healdsburg,
Lodi, Lompoc, Oakland (acting through its Board of Port
Commissioners), Palo Alto, Redding, Roseville, Santa Clara,
Ukiah, TID, Truckee Donner, and BART as members, and
Plumas-Sierra, as an associate member (herein collectively
referred to as the “Members”). NCPA has successfully
completed the construction of and operates a number of electric
generating facilities, including a large hydroelectric project, a
geothermal project and two natural gas-fueled units. See
“NORTHERN CALIFORNIA POWER AGENCY” and
“OTHER NCPA PROJECTS.”

Lodi Energy Center ......

The Lodi Energy Center consists of a 280 MW combined
cycle, natural-gas-fueled electric generation station and related
facilities to be located in Lodi, California. The material permits
and governmental approvals required in connection with the
acquisition and construction of the Lodi Energy Center have been
obtained and the major components of the Lodi Energy Center
have been ordered. NCPA expects to commence construction of
the Lodi Energy Center in the Summer of 2010 with commercial
operation expected in the Summer of 2012.

The Lodi Energy Center uses modern generation and
emissions control to minimize the environmental impact of the
facility while producing energy in an efficient and cost-effective
manner. NCPA expects that the facility will be among the most
competitive of the natural gas-fired plants in the region.

The Lodi Energy Center has a designed heat rate of 6,804
Btu/kWh at 94 degrees F. This low heat rate means that this
plant is very efficient and utilizes less natural gas than most gas-
fired plants to generate energy. NCPA also believes that based
on an historical evaluation of the market, the Lodi Energy Center
will operate approximately 80% of the time. See “LODI
ENERGY CENTER.”

Operation of the
Lodi Energy Center

--------------------

NCPA is to operate and maintain the Lodi Energy Center in
accordance with the Power Sales Agreement and the Project
Management and Operations Agreement among NCPA and the
Participants.
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The Power Sales Agreement ...........

Pursuant to the Power Sales Agreement, NCPA has agreed
to construct and operate the Lodi Energy Center and has sold all
of the capacity and energy of the Lodi Energy Center to the
thirteen Participants in accordance with their respective
generation entitlement shares (“GES”). Each Participant has
agreed to provide for its share of the Costs of Construction of the
Lodi Energy Center and all Capital Improvements and to pay its
share of the Operation and Maintenance Expenses based on its
GES. See “POWER SALES AGREEMENT.”

The Power Sales Agreement also provides for the
application of Project Revenues received by NCPA in connection
with the Lodi Energy Center. See “SECURITY AND SOURCES
OF PAYMENT - Application of Project Revenues.”

Participants

The thirteen California public entities that are Lodi Energy
Center Participants and their respective GES are set forth on page
(i1) of this Official Statement, which GES is subject to adjustment
as provided in the Power Sales Agreement. See “THE
INDENTURE GROUP A PARTICIPANTS.”

Plan of Finance

The Power Sales Agreement divides the Participants into
three Indenture Groups: Group A (identified on page (ii) of this
Official Statement), Group B (the California Department of
Water Resources) and Group C (the Modesto Irrigation District).
NCPA is to issue bonds for all Costs of Construction allocated to
the Indenture Group A Participants (the Issue One 2010 Series
Bonds) and the current estimate of such cost allocated to CDWR.
Modesto is to pay its share of the current estimate of the Costs of
Construction with a Capital Contribution funded with proceeds of
a financing by Modesto. See “PLAN OF FINANCE.”

Participant’s Indenture Cost
Share

Each Participant in each Indenture Group is responsible for
the payment of amounts due under bonds, notes and other
evidences of indebtedness issued by NCPA with respect to such
Indenture Group based on such Participant’s indenture cost share
within such Indenture Group (such Participant’s “ICS”). The ICS
of each Indenture Group A Participant specified in the Power
Sales Agreement is set forth on page (ii) of this Official
Statement and is subject to adjustment as provided in the Power
Sales Agreement. The obligations of each Indenture Group are
independent and no Participant in an Indenture Group is liable for
any ICS payments with respect to obligations of another
Indenture Group. See “PLAN OF FINANCE — Indenture Groups
Under Power Sales Agreement.”
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Participant’s Obligations under
Power Sales Agreement..............

Each Participant’s payment obligation under the Power
Sales Agreement is a special obligation payable only from the
Enterprise Revenues of such Participant’s Enterprise payable,
except for Capital Contributions, as an operating expense of such
Enterprise. See “POWER SALES AGREEMENT — Payments an
Operating Expense of Enterprise.”

Each Participant’s payment obligation under the Power
Sales Agreement from its Enterprise Revenues is absolute and
unconditional, is required to be made whether or not any capacity
or energy is made available from the Lodi Energy Center, and,
except for credits available under the Power Sales Agreement, is
a net payment obligation not subject to reduction by offset,
counterclaim or otherwise. See “POWER SALES
AGREEMENT - Unconditional Payment Obligation.”

Indenture Group A GES
Step-Up cevvvniiiniiiniennnn

Upon a Payment Default by an Indenture Group A
Participant, to the extent such Participant’s GES is not voluntarily
transferred in a GES Lay-Off, such GES will be allocated among
the Non-Defaulting Indenture Group A Participants as a GES
Step-Up, subject to a 35% maximum increase. A GES Step-Up
by an Indenture Group A Participant will result in a
corresponding increase in such Participant’s ICS. The acquisition
of the GES of a Defaulting Participant in a GES Lay-Off or GES
Step-Up does not relieve the Defaulting Participant of its
payment obligations with respect to its GES or ICS except to the
extent of payments received. See “POWER SALES
AGREEMENT - Increase in Non-Defaulting Indenture Group A
Participants’ Original GES.”

OandM Step-Up

In the event of a Payment Default by a Participant that
results in a deficiency in the amount available to pay Operation
and Maintenance Expenses, the amounts payable by the Non-
Defaulting Participants for Operation and Maintenance Expenses
shall ratably increase beyond such Participants’ GES to cure such
deficiency. See “POWER SALES AGREEMENT - Increase in
Non-Defaulting Participants’ OandM Payments.”




Security and Sources of

Payment for Bonds.......

--------------

The Issue One 2010 Series Bonds will be special, limited
obligations of NCPA. The Issue One 2010 Series Bonds will be
payable solely from amounts available from the Trust Estate, and
secured solely by a pledge of the Trust Estate. Amounts
available from the Trust Estate will consist primarily of the
amounts paid by the Indenture Group A Participants pursuant to
the Power Sales Agreement (after the payment of the Indenture
Group A Participants’ share of the Operation and Maintenance
Expenses and reserves therefor) and the amounts held by the
Trustee under the Indenture. No Participants other than the
Indenture Group A Participants are obligated to make any
payments with respect to the Issue One 2010 Series Bonds.

The Issue One 2010 Series Bonds will not constitute
debts, liabilities or obligations of the State of California, any
public agency thereof (other than special, limited obligations
of NCPA), any Member of NCPA or any Participant and
neither the faith and credit nor the taxing power of any of the
foregoing (including NCPA) is pledged for the payment of the
Issue One 2010 Series Bonds. NCPA has no taxing power.

See “SECURITY AND SOURCES OF PAYMENT.”

Issue One 2010 Series Debt

Reserve Account...........

Service

An amount from the proceeds of the Issue One 2010 Series
Bonds equal to the Debt Service Reserve Requirement will be
deposited in the Issue One 2010 Series Debt Service Reserve
Account to be applied to make up any deficiency in amounts in
the Issue One 2010 Series A Debt Service Account or the Issue
One 2010 Series B Debt Service Account. See “SECURITY
AND SOURCES OF PAYMENT - Issue One 2010 Series Debt
Service Reserve Account.”

Subsidy Contingency Fund

An amount from the proceeds of the Issue One 2010 Series
B Bonds equal to the Subsidy Contingency Requirement will be
deposited in the Subsidy Contingency Fund to be applied to make
up any deficiency in amounts in the Issue One 2010 Series B
Debt Service Account if the expected amount of the Subsidy with
respect to the Issue One 2010 Series B Bonds is not received by
any Interest Payment Date. See “SECURITY AND SOURCES
OF PAYMENT - Subsidy Contingency Fund.”
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OFFICIAL STATEMENT
of
NORTHERN CALIFORNIA POWER AGENCY

Relating to its

$254,955,000
LODI ENERGY CENTER REVENUE BONDS, ISSUE ONE
$78,330,000 $176,625,000
2010 SERIES A 2010 SERIES B
(Tax-Exempt) (Federally Taxable — Direct Payment
Build America Bonds)
INTRODUCTION

This Introduction is qualified in its entirety by reference to the more detailed information
included and referred to elsewhere in this Official Statement. The offering of the Issue One 2010 Series
Bonds to potential investors is made only by means of the entire Official Statement. Capitalized terms
used in this Official Statement and not otherwise defined herein will have the respective meanings
assigned to them in APPENDIX A — GLOSSARY OF TERMS.”

Purpose

The purpose of this Official Statement, which includes the cover page and appendices hereto, is
to set forth certain information concerning (i) the Northern California Power Agency; (ii) the Lodi Energy
Center to be constructed and operated by NCPA; (iii) the Power Sales Agreement pursuant to which
NCPA has sold all of the capacity and energy of the Lodi Energy Center to the Participants; (iv) the
eleven Participants constituting the Indenture Group A Participants under the Power Sales Agreement,
including in particular the three Indenture Group A Participants with the largest shares in the Lodi Energy
Center; and (v) NCPA’s Lodi Energy Center Revenue Bonds, Issue One, 2010 Series A and NCPA’s
Lodi Energy Center Revenue Bonds, Issue One, 2010 Series B.

Authority for Issuance of Issue One 2010 Series Bonds

The Issue One 2010 Series Bonds are being issued pursuant to the provisions of Article 4 of the
California Joint Exercise of Powers Act and under and in accordance with an Indenture of Trust to be
dated as of June 1, 2010, between NCPA and U.S. Bank National Association, as trustee.

The Issue One 2010 Series Bonds

The terms of the Issue One 2010 Series A Bonds and the Issue One 2010 Series B Bonds are
described under the caption “THE ISSUE ONE 2010 SERIES BONDS.” The Issue One 2010 Series B
Bonds are being issued as direct payment Taxable Subsidy Bonds constituting Build America Bonds for
purposes of the American Recovery and Reinvestment Act of 2009. All Subsidy payments in connection
with the Issue One 2010 Series B Bonds shall be deposited in the Issue One 2010 Series B Debt Service
Account. The Issue One 2010 Series Bonds and any future Lodi Energy Center Revenue Bonds, Issue
One Outstanding under the Indenture are referred to herein as the “Bonds.”

The Issue One 2010 Series Bonds are being issued by NCPA for the purpose of financing the
Indenture Group A Participants’ share of the Costs of Construction of the Lodi Energy Center. A portion
1



of the proceeds of the Issue One 2010 Series Bonds will also be used to fund the Debt Service Reserve
Fund and the Subsidy Contingency Fund for the Issue One 2010 Series Bonds, pay capitalized interest for
the Issue One 2010 Series Bonds, partially fund the Operating Reserve Fund and pay costs of issuance of
the Issue One 2010 Series Bonds.

Security and Sources of Payment for the Issue One 2010 Series Bonds

The Issue One 2010 Series Bonds will be special, limited obligations of NCPA. The Issue One
2010 Series Bonds will be payable solely from amounts available from the Trust Estate, and secured
solely by a pledge of the Trust Estate. Amounts available from the Trust Estate will consist primarily of
the amounts paid by the Indenture Group A Participants pursuant to the Power Sales Agreement after the
payment of the Indenture Group A Participants’ share of the Operation and Maintenance Expenses of the
Lodi Energy Center and reserves therefor and the amounts held by the Trustee under the Indenture. See
“SECURITY AND SOURCES OF PAYMENT” herein. No Participants other than the Indenture Group
A Participants are obligated to make any payments with respect to the Issue One 2010 Series Bonds.

The Issue One 2010 Series Bonds will not constitute debts, liabilities or obligations of the
State of California, any public agency thereof (other than special, limited obligations of NCPA), any
Member of NCPA or any Participant and neither the faith and credit nor the taxing power of any
of the foregoing (including NCPA) is pledged for the payment of the Issue One 2010 Series Bonds.
NCPA has no taxing power.

Risk Factors

For a description of certain risks associated with the purchase of the Issue One 2010 Series Bonds,
see “SECURITY AND SOURCES OF PAYMENT - Limitations on Remedies,” “The LODI ENERGY
CENTER - Timeline and Milestones; Costs of Construction,” “RATE REGULATION,”
“CONSTITUTIONAL CHANGES IN CALIFORNIA,” “DEVELOPMENTS IN THE ENERGY
MARKETS,” “OTHER FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY” and
“LITIGATION” herein.

Continuing Disclosure

NCPA and the Indenture Group A Significant Share Participants will each agree, pursuant to
separate Continuing Disclosure Agreements with the Trustee, to provide to the Municipal Securities
Rulemaking Board through its Electronic Municipal Market Access System a copy of their respective
annual audited financial statements, as well as certain operating data relating to the Lodi Energy Center
and the Indenture Group A Significant Share Participants’ respective Enterprises. See “CONTINUING
DISCLOSURE” herein.

Other Matters

The summaries of and references to all documents, statutes, reports and other instruments referred
to herein do not purport to be complete, comprehensive or definitive, and each such summary and
reference is qualified in its entirety by reference to each document, statute, report or instrument. The
capitalization of any word not conventionally capitalized or otherwise defined herein indicates that such
word is defined in a particular agreement or other document and, as used herein, has the meaning given to
it in such agreement or document. In preparing this Official Statement, NCPA has relied upon certain
information relating to the Indenture Group A Participants furnished to NCPA by such respective
Indenture Group A Participants.

Attached to this Official Statement is a summary of certain provisions of the Indenture. For a

summary of the Power Sales Agreement, see “POWER SALES AGREEMENT” herein. Copies of the
Indenture, the Power Sales Agreement, the PMOA and the Continuing Disclosure Agreements are
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available for inspection at the offices of NCPA in Roseville, California, and will be available upon
request and payment of duplication costs from the Trustee.

THE LODI ENERGY CENTER
General Description

The Lodi Energy Center is designed to provide base, peak load and ancillary power services to
assist in meeting the electric generation demand and reliability requirements of the Participants by
providing cost effective power and energy through modern generation and emissions control technologies
that are designed to mitigate effects on the environment.

The Lodi Energy Center has a designed net heat rate of 6,804 Btu/kWh at 94 degrees F. This heat
rate is low in comparison to other natural gas-fired generating facilities, and means that this plant will be
very efficient and will utilize less natural gas than most gas-fired plants to generate electric energy. Even
when gas prices are high, NCPA believes that the Lodi Energy Center will be competitive to other, less-
efficient, gas-fired plants in the region. NCPA also believes that based on an historical evaluation of the
market, the Lodi Energy Center will operate approximately 80% of the time.

The Lodi Energy Center will be a natural gas-fired, combined-cycle power generation plant to be
located in the City of Lodi, San Joaquin County, California. The plant is capable of operating at 296 MW
(it has been permitted to operate at this level and it has arranged for the equipment necessary to operate at
this level) but is expected to operate at 280 MW under the terms of the transmission interconnection
agreement with the California Independent System Operator and PG&E. The electric generation
components (the “Power Island”) of the Lodi Energy Center will consist of the following components: (1)
one natural gas-fired Siemens STGS-5000F combustion turbine-generator (“CTG”), with an evaporative
cooling system and dry low-NOx combustors to control air emissions; (2) one 3-pressure heat recovery
steam generator (“HRSG”), (3) a selective catalytic reduction (“SCR”) and carbon monoxide (CO)
catalyst to further control NOx and CO emissions, respectively; (4) one Siemens SST-900RH condensing
steam turbine generator (“STG”); (5) one natural gas-fired auxiliary boiler; (6) one 7-cell draft
evaporative cooling tower; and (7) associated support equipment.

The site for the Lodi Energy Center is 4.4 acres of land owned by the City of Lodi, six miles west
of the Lodi city center and two miles north of the City of Stockton. On the east side of the site is Lodi’s
White Slough Water Pollution Control Facility (“WPCF”). The WPCEF’s treatment and holding ponds are
located to the north. An existing NCPA electric generating plant (one unit of NCPA’s Combustion
Turbine Project as described under “OTHER NCPA PROJECTS — Capital Facilities Project”) (the
“NCPA Lodi Unit”) is located to the west. A 230-kV Pacific Gas and Electric overhead electrical
transmission line is aligned further to the west. A San Joaquin County Mosquito and Vector Control
facility is to the south.

The Lodi Energy Center is a Siemens “Flex Plant 30,” which employs rapid startup technology,
which reduces the startup times of the unit and emissions during startup. The facility is expected to have
an overall annual availability of more than 95%. The CTG and associated equipment include modern
control technology to limit emissions of criteria pollutants and hazardous air pollutants. An SCR system
using ammonia injection will help control NOx and volatile organic compounds. The exclusive use of
natural gas as the fuel for the Lodi Energy Center is the “best available control technology” standard set
in the San Joaquin Valley Air Pollution Control District permit for particulate matter (PM,) and sulfur
oxide (SO,) emissions.



Need for and Benefits of the Lodi Energy Center

As a part of the services it provides to its Members, NCPA undertakes long-range evaluations of
the Members’ power supply requirements and resources. One result of these evaluations was the
identification of the need for a thermal generating resource to supplement the hydroelectric power
supplies utilized by most of the Members and to provide a long-term resource to reduce their exposure to
the wholesale power markets. NCPA recommended that various Members consider participating in the
Lodi Energy Project and nine of them (all of which are Indenture Group A Participants) elected to
participate in the Lodi Energy Center. Four non-member entities, Azusa, CDWR, Modesto, and PWRPA,
also elected to participate in the Lodi Energy Center, which enabled NCPA to undertake a larger project
with the associated economies of scale.

NCPA selected the site for the Lodi Energy Center based on a number of factors including (1) an
existing industrial land use zoning, (2) its proximity to the transmission facilities controlled by the
California Independent System Operator (the “ISO”) and to major gas pipelines, (3) the availability of
recycled water from Lodi’s WPCF for the operations of the Lodi Energy Center’s evaporative cooling
system and (4) the existing NCPA-operated and staffed combustion turbine located at the site, which will
provide experienced plant operators and a more efficient staffing plan than a stand-alone unit.

NCPA expects that the Lodi Energy Center will provide a number of benefits to the Participants.
In addition to the strategic location of the Lodi Energy Center, NCPA expects the Lodi Energy Center
will provide a range of additional benefits including (1) a highly efficient generating unit that will be
economically dispatched before other gas-fired units in the region, resulting in a highly competitive
power cost, (2) a flexible generating unit capable of fast start-ups and highly efficient operations across a
broad range of conditions that will complement existing and future power supplies from hydroelectric and
renewable energy resources, and (3) a range of 28% to 70% less greenhouse gas emissions as compared to
power supply resources presently being used by certain of the Participants, as well as other emissions that
are well below all current standards set by applicable regulatory bodies.

Timeline and Milestones
NCPA expects to commence construction of the Lodi Energy Center in the Summer of 2010 with

commercial operation expected in the Summer of 2012. The following represents an expected milestone
timeline for the construction of the Lodi Energy Center:

Milestone Date
Construction Commences July 2010
Steam Turbine On Site November 2011
OandM Training Begins January 2012
Testing Begins March 2012
Commercial Operation Date June 2012

The estimated construction schedule for the plant is consistent with the industry standard
construction time of 20-24 months for a combined cycle plant.

NCPA has executed a Project Labor Agreement (“PLA”) which creates certainty around the
availability and cost of labor required to complete the project. Among other things, the PLA eliminates
the ability for unions and union employees to strike or create any work stoppage or slowdowns.

A number of factors, some of which may be outside the control of NCPA, could affect the timely
completion of the Lodi Energy Center. These factors include timely selection of and performance by
various contractors and subcontractors, the performance of equipment suppliers to meet contractual
commitments, services not yet contracted for, labor disputes, contract disputes, the implementation of



mitigation measures or meeting conditions contained in permits and governmental approvals, changes in
law and regulations and other uncontrollable forces and unforeseen circumstances.

Costs of Construction

The estimated Costs of Construction of the Lodi Energy Center are approximately $375 million.
Below is a breakdown of such estimated costs:

Cost ($mm)
Materials $182.3
General Construction Contract 99.2
Development/Interconnection and Fees 56.1
Engineering 17.9
Contingency 19.8
TOTAL CONSTRUCTION COST $375.3

Approximately 86% of the estimated Costs of Construction are under contract. All of the major
contracts in place are fixed price. Costs may increase due to a variety of factors, including change orders
from the contractors. At the time the request for bids for the General Construction Contract was issued,
detailed engineering was approximately 44% complete. NCPA believes that the contingency amount of
$19.8 million that is included in the construction budget of the Lodi Energy Center will be adequate to
cover unexpected increases in construction costs. However, various factors could affect the Costs of
Construction of the Lodi Energy Center including the actual costs of materials, services and labor not yet
contracted for, delays in the current construction schedule, contract bid protests and other contract
disputes and other factors which may be outside of the control of NCPA. Pursuant to the provisions of
the Power Sales Agreement, in the event that higher than expected Costs of Construction exceed the
contingency amount provided in the current construction budget, NCPA and the Participants will
determine whether to fund the additional Costs of Construction through Capital Contributions and/or
additional financings.

Engineering Agreement

NCPA has contracted with WorleyParsons Group, Inc. (the “Engineer”) for the detailed
engineering and design of the Lodi Energy Center. The Engineer’s responsibilities include, but are not
limited to: (i) all engineering and design required for a 1x1 combined cycle power plant, (ii) integration of
the Power Island (as defined below), (iii) design of support equipment and systems, (iv) preparation of
specifications for equipment and systems purchases and construction, (v) review of vendor and contractor
proposals, (vi) on-site engineering support during construction, and (vii) construction management
services. NCPA shall pay the Engineer a fixed price for all services described above. As of the date of
this Official Statement, the engineering and design of the Lodi Energy Center are approximately 48%
complete.

Siemens Agreement for Power Island

NCPA has entered into a Purchase Agreement (the “Siemens Agreement”) with Siemens Energy,
Inc. (“Siemens”) for the purchase of the Power Island components for the Lodi Energy Center, at a fixed
price. Such price is subject to adjustment as provided in the Siemens Agreement, including adjustments
for change orders, delays caused by NCPA or other contractors and force majeure. The Siemens
Agreement provides for deliveries of major components which are consistent with the schedule of
milestones under “Timeline and Milestones” above. The Power Island components and services provided
under the Siemens Agreement are expected to represent approximately 40% of the total Costs of
Construction of the Lodi Energy Center.



In the Siemens Agreement, Siemens makes certain performance, emissions, sound and start-up
performance guarantees under specified conditions and tolerances. These guarantees are satisfied by the
testing procedures contained in the Siemens Agreement. The performance guarantees provide for a net
power output of 284 MW and a heat rate of 6,632 Btu/kWh for the Power Island components. The
Siemens Agreement also provides for start-up and operational emissions guarantees which are within the
levels permitted for the Lodi Energy Center.

The Siemens Agreement provides for $60,000 per Btu/kWh in liquidated damages for failure to
satisfy the heat rate performance guarantee and $600 per kW in liquidated damages for failure to satisfy
the net power performance guarantee, with a separate limit of $14,709,732 for each such guarantee and a
combined limit of $22,064,598 for both performance guarantees. A $7,354,866 limit applies to a failure to
achieve the start-up performance guarantee.

In the event the Lodi Energy Center does not satisfy the emissions guarantees, and Siemens
determines it cannot reduce emissions to satisfy such guarantees, the Siemens Agreement provides that
NCPA and Siemens will explore alternative solutions to address the higher emissions level and will
negotiate a mutually agreeable remedy. Such remedy includes retrofitting a larger SCR catalyst, NCPA
applying to the relevant government agency to amend the emissions limits or other conditions in the
relevant permit or payment of mutually agreeable liquidated damages. The Siemens Agreement provides
that in all events Siemens’s liability for performance or nonperformance thereunder shall not exceed the
contract price.

General Construction Contract

The Lodi Energy Center will be constructed pursuant to a General Construction Contract (the
“General Construction Contract”) between NCPA and ARB, Inc. (the “Construction Contractor”).

Under the General Construction Contract the Construction Contractor’s responsibilities include,
but are not limited to: (i) performing and completing all of the work, without any defects, and furnishing
the equipment and materials and labor to provide an operable Lodi Energy Center, (ii) receiving, handling,
installing, testing and other tasks with respect to incorporating the Power Island into the Lodi Energy
Center, (iii) constructing the Lodi Energy Center so that it is capable of operation, at the design levels
specified in the General Construction Contract, (iv) providing appropriate installation and start-up
representatives from major subcontractors and major vendors, all necessary supervising personnel, all
equipment, tools, construction and temporary material, and all labor for start-up, commissioning and
testing in order to ensure that the Lodi Energy Center achieves completion by the guaranteed completion
date, and (v) start-up, commissioning and any related testing.

The General Construction Contract provides that NCPA will suffer damages if construction of the
Lodi Energy Center is not complete by the guaranteed completion date. If construction is not complete by
the guaranteed completion date, the General Construction Contract provides for liquidated damages of
$25,000 per day for the first 30 days of delay, $35,000 per day for days 31-60 of delay, and $50,000 per
day for each day of delay thereafter.

Bids for the General Construction Contract were received on May 3, 2010; however, due to
technical compliance issues under the public works bidding process, NCPA elected to reject all bids,
revise its bid specifications and re-bid the General Construction Contract. Bids were received on June 14,
2010 and the lowest bid from the Construction Contractor of $99.2 million was approximately 9% greater
than the engineering estimate. As shown in the table under “Costs of Construction,” this $8.2 million
increase over the engineering estimate was partially offset by a $3.5 million reduction in materials costs,
resulting in a reduction in the project contingency amount from $24.5 million to $19.8 million. NCPA
awarded the General Construction Contract to the Construction Contractor on June 17, 2010. As
described under “Costs of Construction,” if higher than expected Costs of Construction exceed the
contingency amount provided in the current construction budget, NCPA and the Participants will
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determine whether to fund the additional Costs of Construction through Capital Contributions and/or
additional financings pursuant to the Power Sales Agreement.

Fuel Supply

Natural gas will be delivered to the Lodi Energy Center through a new off-site pipeline (about 2.7
miles long) running parallel to a 2.7-mile existing natural gas pipeline owned by Pacific Gas and Electric
that services the NCPA Lodi Unit.

The NCPA Fuel Management Contract between NCPA and JP Morgan Ventures Energy
Corporation governs fuel related activities. The NCPA Fuel Management Contract calls for purchase of
fuel at short-term rates. Additionally, the NCPA Fuel Management Contract is considered non-exclusive,
namely that NCPA and each of the Participants retain the right to purchase its fuel requirements outside
of such NCPA Fuel Management Contract.

NCPA presently procures services to schedule, balance and supply up to 78,000 MMBtu/day of
natural gas and 5,400 MMBtu/day of pipeline capacity for the benefit of various Members. See “OTHER
NCPA PROJECTS — Gas Purchase Contracts” below.

Water Supply and Wastewater Discharge

Recycled water will be used for cooling needs for the Lodi Energy Center and will be provided
by a new pipeline in the utility corridor connecting the Lodi Energy Center and Lodi’s WPCEF. Potable
water for sanitary and domestic use would be provided by new on-site potable water well.

The Lodi Energy Center will produce no non-reclaimable process wastewater. Process
wastewater will be disposed of by using a new Class I underground injection well, with the existing Class
1 underground injection well at the NCPA Lodi Unit available as a backup.

Transmission and Power Delivery

The output of Lodi Energy Center is to be transmitted to the power grid via a proposed 1,100 foot
in length, transmission/generation tie-line to the adjacent NCPA Lodi Unit 230 kilovolt (“kV”)
switchyard substation adjacent to the Lodi Energy Center.

Operation

NCPA will operate and maintain the Lodi Energy Center. NCPA manages and operates seven
power plant sites with a capacity of approximately 540 megawatts-including geothermal steam,
hydroelectric and natural gas-fired facilities and is responsible for state of the art operations and asset
management of all NCPA plants.

NCPA is to operate the Lodi Energy Center under the general direction of the Participants
pursuant to the Power Sales Agreement and the PMOA. The PMOA addresses areas such as fuel
procurement and energy dispatch of the Lodi Energy Center. Modifications to the PMOA may be made
pursuant to the Power Sales Agreement.

Projected Operating Cost

NCPA has prepared a preliminary operating budget for the Lodi Energy Center for the Fiscal
Year ending June 30, 2013, the projected first full year of operation for the facility. The preliminary
operating budget projects the Lodi Energy Center will operate at an 80% capacity factor. A summary of
the preliminary operating budget, excluding debt service costs (which will vary by Indenture Group),
appears in the table below.



LODI ENERGY CENTER
Projected Annual Operating Cost

FY 2013 Cost per
Proposed MWh
Routine Operations and Maintenance $ 11,659,774 $ 5.94
Fuel (assumed $7 per mmbtu for gas) 93,732,280 47.77
Other Costs 5,004,986 2.55
Total Annual Operating Budget 110,397,041 56.26
Capital and Maintenance Projects 951,500 0.48
Total Project Cost $ 111,348,541 $56.75
Net Annual Generation (MWh) 1,962,240
Net Annual Operating Cost to Participants ($/MWh) $56.75

Permits, Licenses and Approvals

The material permits and governmental approvals required in connection with the acquisition,
construction and operation of the Lodi Energy Center have been obtained. These permits and
governmental approvals in connection with the acquisition and construction of the facility include, but are
not limited to, (i) San Joaquin Valley Air Pollution Control District Final Determination of Compliance,
(i1) Biology Habitat Conservation Plan/Incidental Take Permit, (iii) Underground Injection Well Permit,
(iv) Land Use Applicability for Gas Line, and (v) California Energy Commission (CEC) License.

POWER SALES AGREEMENT
General

Under the Power Sales Agreement, NCPA has agreed to construct and operate the Lodi Energy
Center and has sold all of the capacity and energy of the Lodi Energy Center to the thirteen Participants in
accordance with their respective GES to the Capacity and Energy of the Lodi Energy Center. In return,
each Participant has agreed to provide for its share of the Costs of Construction of the Lodi Energy Center
and all Capital Improvements and to pay its share of the Operation and Maintenance Expenses based in its
GES.

Unconditional Payment Obligation

The Power Sales Agreement provides that each Participant shall pay NCPA the amount of its
Participant Monthly Power Costs set forth in Billing Statements. See “Participant Monthly Power Costs”
below. Each Participant acknowledges and agrees that its payment obligation for amounts due under the
Power Sales Agreement from its Enterprise Revenues is the absolute and unconditional obligation of such
Participant. The obligations of each Participant to make all payments required to be made by such
Participant under the Power Sales Agreement from Enterprise Revenues are absolute and unconditional.
Each Participant agrees to make all payments required to be made by such Participant under the Power
Sales Agreement whether or not the Project or any part thereof is developed, constructed, is operable,
operating or retired, and whether or not any Capacity or Energy is made available or furnished to such
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Participant at all times or at all, and notwithstanding the suspension, interruption, interference, reduction
or curtailment of Project output in whole or in part for any reason whatsoever. Except for credits allowed
pursuant to the Power Sales Agreement, all payments required to be made by a Participant thereunder
shall be absolutely net, free of any deductions, and are not subject to any reduction, whether by offset,
recoupment, counterclaim or otherwise. Each Participant shall make all payments required to be made by
such Participant under the Power Sales Agreement notwithstanding the occurrence of any act or
circumstances that may constitute failure of consideration, destruction of or damage to the Project,
commercial frustration of purpose, any change in the tax or other laws of the United States of America or
of the State of California, or any political subdivision of either of these, or any failure of any person to
perform and observe any covenant, whether express or implied, or any duty, liability or obligation arising
out of or connected with the Power Sales Agreement, any applicable Financing Agreement or any other
agreement.

Payments an Operating Expense of Enterprise

The obligations of each Participant to make payments to NCPA under the Power Sales
Agreement (other than Capital Contributions and Contributions in Aid of Construction) shall constitute a
cost of purchased electric capacity and energy and be payable as an operating expense of the Participant’s
Enterprise(and with respect to CDWR, as a maintenance and operation cost of CDWR’s Enterprise, the
State Water Resources Development System, pursuant to California Water Code Section 12937(b)(1)).
Each Participant will annually during the term of the Power Sales Agreement include in its Enterprise
budget, as an Enterprise operating expense, whether or not any other items are included, an appropriation
or commitment from its Enterprise Revenues sufficient to satisfy all payments required to be made by the
Participant in such fiscal year under the Power Sales Agreement (other than Capital Contributions and
Contributions in Aid of Construction) which are not paid from other available funds of the Participant
until all such payments required to be made by the Participant under the Power Sales Agreement have
been paid in full.

Rate Covenant

Each Participant covenants and agrees that it will fix rates and charges for the commodities and
services provided by its Enterprise which will provide the Participant at all times with Enterprise
Revenues which will be sufficient, together with other funds available to make such payments, to meet
when due its obligations under the Power Sales Agreement and all other obligations payable from the
Enterprise Revenues on a basis prior to or on a parity with such obligations. For more information
relating to electric rates see “RATE REGULATION.”

Special Obligation

The obligation of each Participant to make any and all payments under the Power Sales
Agreement is a special obligation of such Participant which the Participant is obligated to make solely
from its Enterprise Revenues. The obligation of each Participant to make payments thereunder does not
constitute a debt of such Participant or of the State of California or of any political subdivision thereof
within the meaning of any constitutional or statutory debt limitation or restriction, nor a pledge of the full
faith and credit and taxing power of such Participant or any other entity. Nothing in the Power Sales
Agreement shall be construed as prohibiting any Participant, in its sole discretion, from using any funds
other than Enterprise Revenues for the purpose of satisfying any provisions of the Power Sales
Agreement, or from entering into contracts or incurring other obligations payable from its Enterprise
Revenues on parity with such Participant’s obligation to make payments under the Power Sales
Agreement.



Participant Monthly Power Costs

The amount of the Total Monthly Power Costs to be paid by each Participant for a particular
month (i.e., the Participant Monthly Power Costs) shall be the sum of the following:

e Each Participant’s GES multiplied by the Operating Cost Component of the Total Monthly
Power Costs for such month.

e Each Participant’s GES multiplied by the Fuel Cost Component of the Total Monthly Power
Costs for such month unless an alternate billing procedure is included in the PMOA as
provided in the Power Sales Agreement, in which case each Participant shall be billed for
Fuel Costs as provided in the PMOA.

e Each Participant’s ICS multiplied by the Indenture Cost Component of the Total Monthly
Power Cost for the Indenture Group of such Participant for such month.

e Each Participant’s GES multiplied by the Non-Financed Capital Cost Component of the Total
Monthly Power Costs for such month.

e Each Non-Defaulting Participant’s OandM Step-up Share multiplied by the OandM Step-Up
Component of the Total Monthly Power Costs for such month.

Billing Statement

NCPA shall invoice each Participant for the amount of its Participant Monthly Power Costs by
providing such Participant with a Billing Statement for such Participant Monthly Power Costs. Subject to
any available credits, such Billing Statement shall be paid in full by each Participant by the 30th day after
the date of such Billing Statement. The Participant Committee may recommend the adoption of an
alternative Billing Statement procedure in connection with each Participant’s Billing Statement with
respect to the Total Monthly Power Costs and associated agreements and obligations. Any such
recommended alternative Billing Statement implementation shall satisfy the requirements of each
Financing Agreement, shall be fiscally prudent and shall assure coverage of all anticipated and actual
Project related costs and obligations of NCPA.

Enterprise

Each Participant shall operate and maintain its Enterprise in a business-like fashion and in
accordance with Prudent Utility Practice.

Participants’ Obligations Several

Each Participant shall be solely responsible and liable for its performance under the Power Sales
Agreement and for the maintenance and operation of its Enterprise. The obligation of each Participant to
make payments under the Power Sales Agreement is a several obligation and not a joint obligation with
the other Participants.

Increase in Non-Defaulting Indenture Group A Participants’ Original GES

Upon the failure of any Indenture Group A Participant to make any payment, which failure
constitutes a default under the Power Sales Agreement, and except as GES Lay-Offs are made pursuant
thereto, the Power Sales Agreement provides that the GES of each Non-Defaulting Indenture Group A
Participant will be automatically increased for the remaining term of the Power Sales Agreement, pro rata
with those of the other non defaulting Indenture Group A Participants thereunder; provided, however, that
the sum of such increases for any Non-Defaulting Indenture Group A Participant will not exceed, without
written consent of such Non-Defaulting Indenture Group A Participant, an accumulated maximum of 35%
of the Non-Defaulting Indenture Group A Participant’s original GES.
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Increase in Non-Defaulting Participant’s OandM Payments

In the event of a payment default by a Participant which causes a deficiency in the amount
available in the Operating Fund to pay all Operation and Maintenance Expenses then due, each Non-
Defaulting Participant is to increase its payments with respect to Operation and Maintenance Expenses by
its pro rata share (based on GES) of the amount of the resulting OandM Step-Up.

Transfer, Sale or Assignment

Each Participant has the right, with certain exceptions, to make transfers and sales of its interests
in Project Capacity and Energy and rights thereto; provided that no such transfer or sale shall adversely
affect the Tax Status of the Bonds issued under the Indenture. No such transfer or sale shall relieve the
Participant of its obligations under the Power Sales Agreement.

Project Management and Operations Agreement

The PMOA sets forth the agreement among the Participants on the management and operation of
the Lodi Energy Center. The responsibilities of the Project Participant Committee established under the
Power Sales Agreement are provided in the PMOA and include actions relating to the operations of the
Lodi Energy Center. The PMOA also dictates the principles and guidelines to be followed relating to
economic operations and fuel procurement with respect to operating the Lodi Energy Center.

PLAN OF FINANCE
Power Sales Agreement

Under the Power Sales Agreement each Participant is responsible for providing for its share of
the Costs of Construction of the Lodi Energy Center and each Capital Improvement based on its GES.
The initial GES of each Participant is set forth in the introductory sections of this Official Statement.
Such GES is subject to adjustment as a result of a GES Lay-Off and, with respect to the Indenture Group
A Participants, a GES Step-Up.

Indenture Groups Under Power Sales Agreement

For purposes of providing for the Costs of Construction of the Lodi Energy Center and each
Financed Capital Improvement, the Power Sales Agreement divides the Participants into three Indenture
Groups: Indenture Group A, Indenture Group B and Indenture Group C. The Participants in each
Indenture Group can discharge such responsibility for Costs of Construction (on an Indenture Group basis)
by authorizing NCPA to issue bonds for such Costs of Construction or by making a Capital Contribution
in the amount of such Costs of Construction. NCPA bonds issued for an Indenture Group Participants’
share of the Costs of Construction are to be payable from the Project Revenues related to the Indenture
Group Participants available under the Power Sales Agreement and not from any other Project Revenues.
See “SECURITY AND SOURCES OF PAYMENT — Application of Project Revenues” herein.

Each Participant in each Indenture Group is responsible for the payment of bonds, notes and other
evidences of indebtedness issued by NCPA with respect to such Indenture Group Participants’ share of
the Costs of Construction of the Lodi Energy Center and Financed Capital Improvements based on such
Participant’s ICS. The obligations of each Indenture Group are independent and no Participant in an
Indenture Group is liable for any such payments with respect to obligations of another Indenture Group.

Indenture Group A Participants

The Indenture Group A Participants have authorized NCPA to issue its bonds payable from the
Project Revenues related to the Indenture Group A Participants’ GES which are available under the
Power Sales Agreement for all Costs of Construction of the Lodi Energy Center and each Financed
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Capital Improvement. The Issue One 2010 Series Bonds are the first bonds to be issued for the Indenture
Group A Participants’ share of the Costs of Construction and are to provide all of the Indenture Group A
Participants’ share of the current estimate of the Costs of Construction of the Lodi Energy Center.

Each Indenture Group A Participant is responsible for that percentage of amounts due under the
Indenture for principal and interest on the Bonds, debt service reserves for the Bonds and other costs
under the Indenture equal to its ICS which is different than its GES. The ICS of each Indenture Group A
Participant is set forth in the table on page —ii- of this Official Statement.

In addition to the OandM Step-Up applicable to all Non-Defaulting Participants pursuant to the
Power Sales Agreement (see “POWER SALES AGREEMENT - OandM Step-Up”), each Non-
Defaulting Indenture Group A Participant is obligated to increase its GES in proportion to the other Non-
Defaulting Indenture Group A Participants in the event of a payment default by an Indenture Group A
Participant whose GES is not voluntarily acquired by another Participant or other entity in a GES Lay-Off
(see “POWER SALES AGREEMENT — GES Step-Up”). The maximum increase in the GES of an
Indenture Group A Participant in connection with all GES Step-Ups is 35% of such Indenture Group A
Participant’s original GES. As the ICS of an Indenture Group A Participant is determined based on its
GES, an increase in an Indenture Group A Participant’s GES in a GES Lay-Off or GES Step-Up in
connection with the default of an Indenture Group A Participant will cause an increase in such Indenture
Group A Participant’s ICS. The acquisition of the GES of a Defaulting Participant in a GES Lay-Off or
GES Step-Up (and in the case of an Indenture Group A Participant, its ICS) does not relieve the
Defaulting Participant of its payment obligations with respect to such GES (and in the case of an
Indenture Group A Participant, its ICS) except to the extent of payments received with respect to such
GES and ICS.

California Department of Water Resources

The sole Indenture Group B Participant, CDWR, has authorized NCPA to issue its bonds payable
from the Project Revenues related to the Indenture Group B Participant’s GES which are available under
the Power Sales Agreement for the current estimate of the Costs of Construction of the Lodi Energy
Center. Contemporaneously with the offering of the Issue One 2010 Series Bonds, NCPA is offering two
series of bonds to pay CDWR’s GES of the current estimate of the Costs of Construction of the Lodi
Energy Center. NCPA expects proceeds of such bonds to be available in the necessary amount at the time
of delivery of the Issue One 2010 Series Bonds. Such bonds will not be issued pursuant to the Indenture
and will not be payable from amounts available from, or secured by, the Trust Estate pledged under the
Indenture.

If requested by CDWR, NCPA is also to issue its bonds payable from Project Revenues related to
the Indenture Group B Participant for CDWR’s GES of any additional Costs of Construction of the Lodi
Energy Center and any Financed Capital Improvements; provided that CDWR has the obligation to pay
such Costs of Construction with Capital Contributions if it has not requested NCPA to issue bonds for
such purpose in accordance with the Power Sales Agreement.

Modesto Irrigation District

The sole Indenture Group C Participant, Modesto, has elected to pay its GES of the current
estimate of the Costs of Construction of the Lodi Energy Center with a Capital Contribution.
Contemporaneously with the offering of the Issue One 2010 Series Bonds, Modesto, acting through its
joint powers financing authority, is offering electric system revenue bonds to pay Modesto’s GES of the
current estimate of the Costs of Construction of the Lodi Energy Center. Modesto has reported to NCPA
that it expects proceeds of such revenue bonds to be available in the necessary amount at the time of
delivery of the Issue One 2010 Series Bonds. Such electric system revenue bonds will not be issued
pursuant to the Indenture and will not be payable from amounts available from, or secured by, the Trust
Estate pledged under the Indenture.
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If requested by Modesto, NCPA is to issue its bonds payable from Project Revenues related to the
Indenture Group C Participant’s GES for Modesto’s share of any additional Costs of Construction of the
Lodi Energy Center and any Financed Capital Improvements; provided that Modesto has the obligation to
pay such Costs of Construction with Capital Contributions if it has not requested NCPA to issue bonds for
such purpose in accordance with the Power Sales Agreement.

ESTIMATED SOURCES AND USES OF FUNDS

As discussed above, the proceeds of the Issue One 2010 Series Bonds is only a portion of the
money used to finance the Lodi Energy Center. The total estimated cost of the Lodi Energy Center is
approximately $375 million.

The estimated sources and uses of funds with respect to the Issue One 2010 Series Bonds are as
follows:

Issue One Issue One
2010 Series A 2010 Series B
Bonds Bonds Total
Sources of Funds
Par amount $78,330,000 $176,625,000 $254,955,000
Original Issue Premium 3,776,558 3,776,558
Total $82,106,558 $176,625,000 $258,731,558
Uses of Funds
Deposit to Construction Fund $61,626,465 $149,798,199 $211,424,664
Deposit to Reserve Funds" 7,977,235 9,015,674 16,992,909
Net Capitalized Interest 11,895,289 16,133,156 28,028,445
Costs of Issuance'® 607,569 1,677,971 2,285,540
Total $82,106,558 $176,625,000 $258,731,558

M Includes deposit to the Issue One 2010 Series Debt Service Reserve Account, the Subsidy Contingency Fund

and the Operating Reserve Fund.
Costs of issuance include legal, financing and consulting fees, underwriters’ discount, fees of the trustee, rating
agency fees, printing costs and other miscellaneous expenses.

()

THE ISSUE ONE 2010 SERIES BONDS

The following is a summary of certain provisions of the Issue One 2010 Series Bonds. Reference
is made to the Indenture for a more detailed description of such provisions. The discussion herein is
qualified by such reference.

The Issue One 2010 Series A Bonds
General

The Issue One 2010 Series A Bonds will be issued in the aggregate principal amount indicated on
the inside cover page of this Official Statement, will mature on June 1 in the years and in the amounts,
and will bear interest at the rates per annum as shown on the inside cover page of this Official Statement.
The Issue One 2010 Series A Bonds will be dated their date of delivery. Interest on the Issue One 2010
Series A Bonds will be payable on June 1 and December 1 of each year, commencing December 1, 2010
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(calculated on the basis of a 360-day year comprised of twelve 30-day months). Ownership interests in
the Issue One 2010 Series A Bonds will be issued in authorized denominations of $5,000 and any integral
multiple thereof.

The Issue One 2010 Series A Bonds will be issued in fully registered form, and, when issued, will
be registered in the name of Cede & Co., as nominee for The Depository Trust Company, New York,
New York, such registered owner of Issue One 2010 Series A Bonds being hereinafter referred to as the
“Owner.” DTC will act as securities depository for the Issue One 2010 Series A Bonds. Ownership
interests in the Issue One 2010 Series A Bonds may be purchased in book-entry form only. Purchasers
will not receive securities certificates representing their interests in the Issue One 2010 Series A Bonds
purchased. Payments of principal of, premium, if any, and interest on the Issue One 2010 Series A Bonds
will be paid by the Trustee to DTC, which is obligated in turn to remit such principal, premium, if any,
and interest to its DTC Participants for subsequent disbursement to the beneficial owners of the Issue One
2010 Series A Bonds. See “APPENDIX D — BOOK-ENTRY ONLY SYSTEM” hereto.

Redemption of the Issue One 2010 Series A Bonds
Optional Redemption.

The Issue One 2010 Series A Bonds maturing on June 1, 2025 are subject to redemption prior to
their stated maturities, at the option of NCPA, as a whole or in part on any date on and after June 1, 2020,
from any source of available funds at a redemption price equal to the principal amount of the Issue One
2010 Series A Bonds, or portions thereof, to be redeemed, without premium, plus unpaid accrued interest
thereon to the redemption date.

Mandatory Sinking Fund Redemption.

The Issue One 2010 Series A Bonds maturing on June 1, 2025 are subject to redemption prior to
their stated maturity, in part, on each June 1 on or after June 1, 2021, from sinking fund installments
established for such Issue One 2010 Series A Bonds, at a redemption price equal to the principal amount
of Issue One 2010 Series A Bonds called for redemption, without premium, in the following principal
amounts:

Mandatory Redemption Date

(June 1) Amount
2021 $6,520,000
2022 6,845,000
2023 7,185,000
2024 7,545,000
2025% 7,925,000

* Final Maturity

The Issue One 2010 Series B Bonds
General

The Issue One 2010 Series B Bonds will be issued in the aggregate principal amount indicated on
the inside cover page of this Official Statement, will mature on June 1 in the years and in the amounts,
and will bear interest at the rates per annum as shown on the inside cover page of this Official Statement.
The Issue One 2010 Series B Bonds will be dated their date of delivery. Interest on the Issue One 2010
Series B Bonds will be payable on June 1 and December 1 of each year, commencing December 1, 2010
(calculated on the basis of a 360-day year comprised of twelve 30-day months). Ownership interests in
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the Issue One 2010 Series B Bonds will be issued in authorized denominations of $5,000 and any integral
multiple thereof.

The Issue One 2010 Series B Bonds will be issued in fully registered form, and, when issued, will
be registered in the name of Cede & Co., as nominee for The Depository Trust Company, New York,
New York, such registered owner of Issue One 2010 Series B Bonds being hereinafter referred to as the
“Owner.” DTC will act as securities depository for the Issue One 2010 Series B Bonds. Ownership
interests in the Issue One 2010 Series B Bonds may be purchased in book-entry form only. Purchasers
will not receive securities certificates representing their interests in the Issue One 2010 Series B Bonds
purchased. Payments of principal of, premium, if any, and interest on the Issue One 2010 Series B Bonds
will be paid by the Trustee to DTC, which is obligated in turn to remit such principal, premium, if any,
and interest to its DTC Participants for subsequent disbursement to the beneficial owners of the Issue One
2010 Series B Bonds. See “APPENDIX D — BOOK-ENTRY ONLY SYSTEM” hereto.

Build America Bonds

The Issue One 2010 Series B Bonds are being issued as direct payment Taxable Subsidy Bonds
constituting Build America Bonds for purposes of the American Recovery and Reinvestment Act of 2009.
All Subsidy payments in connection with the Issue One 2010 Series B Bonds shall be received by NCPA
and deposited in the Issue One 2010 Series B Debt Service Account.

Redemption of the Issue One 2010 Series B Bonds
Optional Redemption at option of NCPA.

The Issue One 2010 Series B Bonds are subject to redemption prior to their stated maturities, at
the option of NCPA, in whole or in part, on any date, at a redemption price equal to the greater of (i)
100% of the principal amount of the Issue One 2010 Series B Bonds, or portions thereof, to be redeemed
or (ii) the Discounted Value thereof, except that for purposes of calculating such Discounted Value, the
Discount Yield shall be equal to the Blended Treasury Yield plus 0.50%, plus unpaid accrued interest
thereon to the redemption date. All calculations and determinations referred to in this subsection will be
made by a financial advisor selected by NCPA.

“Discounted Value” is defined under the Indenture as, with respect to the Issue One 2010 Series
B Bonds of each maturity thereof to be redeemed, the sum of the amounts obtained by discounting all
remaining scheduled payments of principal and interest (exclusive of interest accrued to the date of
redemption) on such Issue One 2010 Series B Bonds from their respective scheduled payment dates to the
applicable redemption date, at a yield (computed on a semiannual basis, assuming a 360-day year
consisting of twelve 30-day months) equal to the applicable Discount Yield.

“Blended Treasury Yield” is defined under the Indenture as, with respect to the Issue One 2010
Series B Bonds of each maturity to be redeemed, the yield computed by the linear interpolation of two
Market Treasury Yields such that the theoretical maturity that corresponds to the interpolated Market
Treasury Yield equals the date that corresponds to the remaining average life of the Issue One 2010 Series
B Bonds of such maturity to be redeemed. The first Market Treasury Yield will be based on an actively
traded U.S. Treasury security or U.S. Treasury index whose maturity is closest to but no later than the
date corresponding to the remaining average life of the Issue One 2010 Series B Bonds of such maturity
to be redeemed; and the second Market Treasury Yield will be based on an actively traded U.S. Treasury
security or U.S. Treasury index whose maturity is closest to but no earlier than the date corresponding to
the remaining average life of the Issue One 2010 Series B Bonds of such maturity to be redeemed.
Notwithstanding the foregoing, if the date that corresponds to the remaining average life of the Issue One
2010 Series B Bonds of a particular maturity to be redeemed is later than the latest maturity of any
actively traded U.S. Treasury security or U.S. Treasury index, then the Blended Treasury Yield shall be
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the Market Treasury Yield of the actively traded U.S. Treasury security or U.S. Treasury index having
such latest maturity.

“Market Treasury Yield” is defined under the Indenture as, with respect to the Issue One 2010
Series B Bonds, that yield, assuming semiannual compounding based upon a 360-day year consisting of
twelve 30-day months, which is equal to:

(1) the yield for the applicable maturity of an actively traded U.S. Treasury security,
reported, as of 11:00 a.m., New York City time, on the Valuation Date on the display designated
as “Page PX1” of the Bloomberg Financial Markets Services Screen (or, if not available, any
other nationally recognized trading screen reporting on-line intraday trading in U.S. Treasury
securities); or

(i1) if the yield described in (i) above is not reported as of such time or the yield
reported as of such time is not ascertainable, the most recent yield data for the applicable U.S.
Treasury maturity index from the Federal Reserve Statistical Release H.15 Daily Update (or any
comparable or successor publication) reported, as of 11:00 a.m., New York City time, on the
Valuation Date; or

(ii1) if the yields described in (i) and (ii) above are not reported as of such time or the
yields reported as of such time are not ascertainable, the yield for the applicable maturity of an
actively traded U.S. Treasury security shall be based upon the average of yield quotations for
such security (after excluding the highest and lowest quotations) as of 3:30 p.m., New York City
time, on the Valuation Date received from no less than five primary dealers in U.S. government
securities selected by NCPA.

Each yield quotation for each actively traded U.S. Treasury security required in (i) and (iii) above
shall be determined using the average of the bid and ask prices for that security.

“Valuation Date” shall mean, with respect to Issue One 2010 Series B Bonds to be redeemed, the
Business Day preceding the date on which notice of such redemption is given.

Optional Redemption following an Extraordinary Event.

The Issue One 2010 Series B Bonds are subject to redemption prior to their stated maturities, at
the option of NCPA, in whole or in part on any date following the occurrence of an Extraordinary Event,
at a redemption price equal to the greater of (i) 100% of the principal amount of the Issue One 2010
Series B Bonds, or portions thereof, to be redeemed or (ii) the Discounted Value thereof, except that for
purposes of calculating such Discounted Value, the Discount Yield shall be equal to the Blended Treasury
Yield plus 1.00%, plus unpaid accrued interest thereon to the redemption date. All calculations and
determinations referred to in this subsection will be made by a financial advisor selected by NCPA.

“Extraordinary Event” is defined under the Indenture as the determination by an Authorized
NCPA Representative that a material adverse change has occurred to Section 54AA or Section 6431 of
the Code (as such Sections were added by Section 1531 of the American Recovery and Reinvestment Act
of 2009 pertaining to “Build America Bonds™) or there is any guidance published by the IRS or the
United States Treasury with respect to such Sections or any other determination by the IRS or the United
States Treasury, which determination is not the result of any act or omission by NCPA to satisfy the
requirements to qualify to receive the thirty-five percent cash Subsidy payment from the U.S. Treasury,
pursuant to which NCPA’s thirty-five percent cash Subsidy payment from the U.S. Treasury is reduced or
eliminated.
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Mandatory Sinking Fund Redemption.

The Issue One 2010 Series B Bonds maturing on June 1, 2040 are subject to redemption prior to
their stated maturity, in part, on each June 1 on or after June 1, 2026, from sinking fund installments
established for such Issue One 2010 Series B Bonds, at a redemption price equal to the principal amount
of Issue One 2010 Series B Bonds called for redemption, without premium, in the following principal
amounts:

Mandatory Redemption Date

(June 1) Amount
2026 $ 8,335,000
2027 8,735,000
2028 9,150,000
2029 9,585,000
2030 10,040,000
2031 10,520,000
2032 11,020,000
2033 11,545,000
2034 12,090,000
2035 12,665,000
2036 13,265,000
2037 13,895,000
2038 14,555,000
2039 15,250,000
2040%* 15,975,000

* Final Maturity

Selection of Bonds for Redemption

If less than all of the Issue One 2010 Series Bonds of like Series and maturity shall be called for
prior redemption, except as otherwise provided in the Representation Letter, the particular Issue One 2010
Series Bonds or portions of Issue One 2010 Series Bonds to be redeemed shall, subject to any limitations
with respect thereto contained in any applicable provision of the Indenture (including any Supplemental
Indenture), be selected at random by the Trustee in such manner as the Trustee in its discretion may deem
fair and appropriate; provided, however, that (i) the portion of any Issue One 2010 Series Bond of a
denomination greater than the minimum Authorized Denomination for the Series of which such Issue One
2010 Series Bond is a part shall be redeemed in part only in Authorized Denominations; (ii) in selecting
portions of Issue One 2010 Series Bonds for redemption, the Trustee shall treat each Issue One 2010
Series Bond of a Series as representing that number of Issue One 2010 Series Bonds of the minimum
Authorized Denomination for such Series which is obtained by dividing the principal amount of such
Issue One 2010 Series Bond by the minimum Authorized Denomination for the Issue One 2010 Series
Bonds of such Series; and (iii) if less than all of the Issue One 2010 Series B Bonds of a maturity shall be
called for redemption, such Issue One 2010 Series B Bonds of a maturity shall be redeemed in part, on a
pro rata basis; provided that, so long as the Issue One 2010 Series B Bonds are held in book-entry-only
form, the selection for redemption of such Issue One 2010 Series B Bonds of a maturity shall be made in
accordance with the operational arrangements of DTC then in effect, and, if the DTC operational
arrangements do not allow for redemption on a pro rata basis, the Issue One 2010 Series B Bonds will be
selected for redemption in accordance with DTC procedures, by lot or in such other manner as is in
accordance with applicable DTC operational arrangements. Neither NCPA nor the Underwriters can
provide any assurance that DTC, DTC’s direct and indirect participants, or any other intermediary will
allocate partial redemptions among beneficial owners of the Issue One 2010 Series B Bonds of a maturity
on a pro rata basis.

17



Notice of Redemption

The Indenture requires the Trustee to give notice of any redemption of the Issue One 2010 Series
Bonds by mailing a notice of redemption of such Issue One 2010 Series Bonds, first-class mail, postage
prepaid, not less than 30 days before the redemption date, to the owners of any Issue One 2010 Series
Bonds or portions thereof which are to be redeemed, at their last address appearing upon the bond register,
but receipt of such notice shall not be a condition precedent to such redemption and failure of any owner
of the Issue One 2010 Series Bonds to receive any such notice or any defect in such notice shall not affect
the validity of the proceedings for redemption of the Issue One 2010 Series Bonds. Among, other things,
such notice shall state that on the redemption date interest on such Issue One 2010 Series Bonds, or the
portions thereof to be redeemed, shall cease to accrue and be payable. Notice of redemption may also be
given to depositories and information services designated by NCPA to the Trustee; but failure to give
such notice, or any defect therein, shall not affect the proceedings for redemption of the Issue One 2010
Series Bonds.

The notice with respect to any redemption of Issue One 2010 Series Bonds at the option of NCPA,
unless at the time of giving of notice the Issue One 2010 Series Bonds to be redeemed shall be deemed to
have been paid within the meaning of the Indenture, shall state that such redemption is conditional upon
the receipt by the Trustee, on or prior to the date fixed for such redemption, of moneys sufficient too pay
the principal of, and premium, if any, and unpaid accrued interest to the redemption date on, such Issue
One 2010 Series Bonds to be redeemed and that if such moneys shall not have been so received said
notice shall be of no force and effect and NCPA shall not be required to redeem such Issue One 2010
Series Bonds. In the event a notice of redemption of Issue One 2010 Series Bonds contains such a
condition and such money are not so received, the redemption of the Issue One 2010 Series Bonds as
described in the conditional notice of redemption shall not be made and the Trustee shall, within a
reasonable time after the date on which such redemption was to occur, give notice to the persons and in
the manner in which the notice of redemption was given, that such moneys were not so received and that
there will be no redemption of Issue One 2010 Series Bonds pursuant to the notice of redemption.

So long as the Issue One 2010 Series Bonds are in book-entry form, such notice of redemption by
the Trustee to the Owners will be mailed only to DTC (or its nominee).

SECURITY AND SOURCES OF PAYMENT
Pledge Effected by the Indenture

The Bonds, including the Issue One 2010 Series Bonds, will be special, limited obligations of
NCPA. The principal amount and redemption price of, and interest on, the Bonds are payable solely from
the funds available from the Trust Estate and are secured by a pledge of the Trust Estate; provided,
however, that the pledge of that portion of the Trust Estate constituting the Pledged Power Sales
Agreement Rights shall be on a parity with any pledge of the Pledged Power Sales Agreement Rights
securing the payment of Parity Debt. The Bonds do not constitute a charge against the general credit of
NCPA. The Bonds are not secured by a legal or equitable pledge of, or lien or charge upon, any property
of NCPA or any of its income or receipts except the Trust Estate subject to the provisions of the Power
Sales Agreement and the Indenture permitting the application thereof for the purposes and on the terms
and conditions set forth therein. Neither the faith and credit nor the taxing power of the State of
California or any public agency thereof or any member of NCPA or any Indenture Group A Participant is
pledged to the payment of the principal or redemption price of, or interest on, the Bonds. Neither the
payment of the principal or redemption price of, or interest on, the Bonds constitutes a debt, liability or
obligation of the State of California or any public agency thereof (other than the special limited obligation
of NCPA) or any member of NCPA or any Indenture Group A Participant. Neither the members of the
NCPA Commission nor any officer or employee of NCPA shall be individually liable on the Bonds, or
the interest thereon, or in respect of any undertakings by NCPA under the Indenture.
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Each Participant in each Indenture Group is responsible for the payment of bonds, notes and other
evidences of indebtedness issued by NCPA with respect to such Indenture Group Participants’ share of
the Costs of Construction of the Lodi Energy Center and Financed Capital Improvements based on such
Participant’s ICS. The obligations of each Indenture Group are independent and no Participant in an
Indenture Group is liable for any such payments with respect to obligations of another Indenture Group.

Application of Project Revenues

All revenues in connection with NCPA’s ownership or operation of the Project are to be
deposited in the applicable Revenue Account established under the Power Sales Agreement with respect
to the Indenture Group related to such Project Revenues. The following flow chart is a graphic
representation of the flow of funds of the Project Revenues under the Power Sales Agreement, the
Indenture, the indenture of trust for any future bonds to be issued by NCPA on behalf of the Indenture
Group B Participant and under the indenture of trust for bonds to be issued by the Indenture Group C
Participant (Note: Rectangular boxes represent funds established and maintained under the Power Sales
Agreement and circular boxes represent funds established and maintained under the Indenture and such
indentures):

[Remainder of Page Intentionally Left Blank]
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APPLICATION OF PROJECT REVENUES
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For the payment of Operation and Maintenance Expenses, based on each Participant’s Billing Statement, including
amounts due for OandM Step-Ups.

As provided in each Participant’s Billing Statement.

The Debt Service Fund under the Indenture and each debt service fund for Parity Debt and subordinate NCPA obligations,
if any, payable from the Indenture Group A Revenue Account.

Issue One 2010 Series Debt Service Reserve Account and the Subsidy Contingency Fund under the Indenture and each
debt service reserve fund for Parity Debt, if any, and subordinate obligations, if any, payable from the Indenture Group A
Revenue Account.

Each debt service fund for bonds and other NCPA obligations payable from the Indenture Group B Revenue Account.
Each debt service reserve fund, if any, and subsidy contingency fund, if any, for bonds and other obligations payable from
the Indenture Group B Revenue Account. The debt service reserve requirement for the Issue Two Series 2010 Bonds is
zero and thus the debt service reserve fund for such Bonds will not be funded

Each debt service fund for bonds and other NCPA obligations payable from the Indenture Group C Revenue Account.
Does not include amounts with respect to non-NCPA obligations.

Each debt service reserve fund for bonds and other obligations payable from the Indenture Group C Revenue Account.
Does not include amounts with respect to non-NCPA obligations.
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Pursuant to the Power Sales Agreement, NCPA is to establish and maintain as long as the Power
Sales Agreement remains in effect, as funds separate and apart from all other funds and moneys of NCPA,
the following funds: the Revenue Fund, the Default Mitigation Sale Fund, the Operating Fund, the
Operating Reserve Fund and the General Reserve Fund:

Revenue Fund. The Revenue Fund shall consist of three accounts: the Indenture Group A
Revenue Account, with respect to the Indenture Group A Participants; the Indenture Group B Revenue
Account, with respect to the Indenture Group B Participant; and the Indenture Group C Revenue Account,
with respect to the Indenture Group C Participant. Upon receipt thereof NCPA shall deposit: (i) in the
Indenture Group A Revenue Account, all Project Revenues received in connection with the Indenture
Group A Participants’ GES; (ii) in the Indenture Group B Revenue Account, all Project Revenues
received in connection with the Indenture Group B Participant’s GES; and (iii) in the Indenture Group C
Revenue Account, all Project Revenues received in connection with the Indenture Group C Participant’s
GES; provided, however, that the proceeds of Default Mitigation Sales shall be deposited directly into the
applicable account within the Default Mitigation Sale Fund as provided in the Indenture. Moneys in the
Revenue Fund shall be applied as described below.

Operating Fund. Not later than the last day of each month, NCPA shall transfer from each
Revenue Account to the Operating Fund the amount specified in the applicable Indenture Group
Participants’ Billing Statements for the immediately preceding month that is attributable to Operation and
Maintenance Expenses. Moneys in the Operating Fund shall be applied by NCPA to the Operation and
Maintenance Expenses of the Project.

Operating Reserve Fund. Not later than the last day of each month, after making the required
transfer to the Operating Fund, NCPA shall transfer from each Revenue Account to the Operating
Reserve Fund the amount specified in the applicable Indenture Group Participants’ Billing Statements for
the immediately preceding month that is attributable to the Operating Reserve Requirement. NCPA shall
transfer to each Revenue Account from the Operating Reserve Fund the pro rata amount (based on the
GES attributable to each Indenture Group) by which the amount on deposit in the Operating Reserve
Fund exceeds the Operating Reserve Requirement.

Financing Agreement Transfers. Not later than the last day of each month, after making the
required transfers to the Operating Fund and the Operating Reserve Fund, NCPA shall transfer from each
Revenue Account to the applicable trustee or trustees under each Financing Agreement related to such
Revenue Account the amount specified in the applicable Indenture Group Participants’ Billing Statements
for the immediately preceding month attributable to amounts due under each such Indenture. In the event
the amount available in an account in the Revenue Fund is not sufficient to make all payments in such
month required by all Financing Agreements relating to the Indenture Group with respect to such account,
available amounts in such account shall be applied as provided in the applicable Financing Agreements.

General Reserve Fund. The General Reserve Fund shall consist of three accounts: the Indenture
Group A General Reserve Account, with respect to the Indenture Group A Participants; the Indenture
Group B General Reserve Account, with respect to the Indenture Group B Participant; and the Indenture
Group C General Reserve Account, with respect to the Indenture Group C Participant. Not later than the
last day of each month, after making the required transfers to the Operating Fund, the Operating Reserve
Fund, and the trustees under the Financing Agreements, NCPA shall (i) transfer all moneys remaining in
the Indenture Group A Revenue Account to the Indenture Group A General Reserve Account; (ii) transfer
all moneys remaining in the Indenture Group B Revenue Account to the Indenture Group B General
Reserve Account, and (iii) transfer all moneys remaining in the Indenture Group C Revenue Account to
the Indenture Group C General Reserve Account. Amounts in each account in the General Reserve Fund
shall be applied (i) first as provided in each Financing Agreement related to the Indenture Group for
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which such account was established and (ii) second, as shall be approved by the Indenture Group for
which such account was established.

Indenture Payments from Indenture Group A Revenue Account

The Indenture provides that as soon as practicable in each month, but in any case no later than the
last Business Day of such month, after making the required transfers from the Indenture Group A
Revenue Account to the Operating Fund and the Operating Reserve Fund, NCPA shall withdraw moneys
from the Indenture Group A Revenue Account and deposit in the following Funds and Accounts, in the
following order, the amounts set forth below:

First: (1) (A) in the Participating Bonds Debt Service Account the amount necessary so that the
balance in said Account shall equal the Debt Service to accrue on the Participating Bonds to the last day
of such month; (B) in the Issue One 2010 Series Bonds Debt Service Account the amount necessary so
that the balance in said Account shall equal the Debt Service to accrue on the Issue One 2010 Series
Bonds to the last day of such month; and (C) in each Account in the Debt Service Fund established for a
Series of Future Bonds the amount, if any, required so that the balance in said Account shall equal the
Debt Service to accrue on such Series of Future Bonds to the last day of such month; provided that, for
the purposes of computing the amount on deposit in any such Account, there shall be excluded from the
balance of such Account: (1) the amount, if any, set aside in such Account from the proceeds of Bonds for
the payment of the principal, redemption price, or interest on Bonds, less that amount of such proceeds to
be applied in accordance with the Indenture to the payment of the principal, redemption price or interest
accrued and unpaid and to accrue on applicable Bonds to the last day of the then current calendar month;
and (2) the amount, if any, set aside in any such Account for the payment of Principal Installments or
redemption price of, or interest on, the applicable Bonds which are then due and payable; and (ii) deposit
in any fund or account created to pay debt service on Parity Debt the amount, if any, required so that the
balance therein shall equal the payments coming due therein to the last day of such month; provided that
if the amount available in the Indenture Group A Revenue Account in any month is insufficient to make
all deposits required by this subsection (a), then the available amounts in the Indenture Group A Revenue
Account shall be deposited in each Account in the Debt Service Fund and the funds or accounts created to
pay debt service on Parity Debt pro rata based on the amounts due.

Second: (1) Subject to the provisions relating to the deposit of a Financial Guaranty, in each
Account in the Debt Service Reserve Fund, the amount, if any, required so that the amount in such
Account is equal to the applicable Debt Service Reserve Requirement and the amount, if any, necessary to
reimburse each drawing on a Financial Guaranty related to each Account in the Debt Service Reserve
Fund and to pay any interest or other amounts due with respect to a Financial Guaranty related to each
Account in the Debt Service Reserve Fund; and (ii) and to deposit in the debt service reserve, if any,
established for Parity Debt the amount required to be deposited in such debt service reserve pursuant to
the instrument or proceedings authorizing such Parity Debt; provided that if the amount available in the
Indenture Group A Revenue Account in any month is insufficient to make all deposits to be made to such
reserves, then the available amounts in the Indenture Group A Revenue Account shall be deposited into
each Account in the Debt Service Reserve Fund and the debt service reserves for Parity Debt pro rata
based on the amounts due.

Third: In the Subsidy Contingency Fund, the amount, if any, required so that the amount in such
Fund is equal to the Subsidy Contingency Requirement.
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NCPA Rate Covenant

Pursuant to the Indenture, NCPA has covenanted to establish rates and charges, and cause to be
collected amounts in connection with the Project and the Power Sales Agreement, as shall be required to
provide Project Revenues in the Revenue Fund at least sufficient in each Fiscal Year, together with other
available funds, for the payment of all Operation and Maintenance Expenses, including OandM Step-ups,
during such Fiscal Year and the maintenance of the Operating Reserve Fund at the amount required by
the Power Sales Agreement.

In addition NCPA has covenanted to establish rates and charges, and cause to be collected
amounts in connection with the Project and the Power Sales Agreement from the Indenture Group A
Participants as shall be required to provide Project Net Revenues in the Indenture Group A Revenue
Account at least sufficient in each Fiscal Year, together with other available funds, for the payment of all
of the following:

(1) Debt Service on the Bonds and payments due with respect to Parity Debt for such Fiscal
Year;

2) The amount, if any, to be paid during such Fiscal Year into each Account in the Debt
Service Reserve Fund and in each debt service reserve fund for Parity Debt;

3) The amount, if any, to be paid during such Fiscal Year into the Subsidy Contingency
Fund;

4) The amounts payable by NCPA as fees, expenses, indemnification and other charges to
the Trustee under the Indenture and to any trustee or custodian for Parity Debt and each other person
under or in connection with Parity Debt;

(5) All other amounts payable by NCPA to any person under on in connection with the
Indenture or any of the documents and proceedings authorizing or controlling any outstanding Parity Debt;
and

(6) All other charges or other amounts payable out of the Project Net Revenues in the
Indenture Group A Revenue Account during such Fiscal Year.

See “APPENDIX E - SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE — Rate
Covenant” hereto.

Issue One 2010 Series Debt Service Reserve Account

Upon issuance of the Issue One 2010 Series Bonds, the Debt Service Reserve Requirement for
the Issue One 2010 Series Bonds will be $8,368,124.33. A portion of the proceeds of the Issue One 2010
Series Bonds will be deposited into the Issue One 2010 Series Debt Service Reserve Account
concurrently with the issuance of the Issue One 2010 Series Bonds in an amount equal to the applicable
Debt Service Reserve Requirement. Amounts on deposit in the Issue One 2010 Series Debt Service
Reserve Account will be applied to make up any deficiency in the Debt Service Accounts for the payment
of principal of and interest on the Series of Issue One 2010 Series Bonds.

Pursuant to the Indenture, in lieu of the required deposits and transfers of money to the Issue One

2010 Series Debt Service Reserve Account, NCPA may cause to be deposited to the Issue One 2010
Series Debt Service Reserve Account a Financial Guaranty or Financial Guaranties in an amount equal to
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the difference between the applicable Debt Service Reserve Requirement and the funds, if any, then on
deposit in the Issue One 2010 Series Debt Service Reserve Account or being deposited in the Issue One
2010 Series Debt Service Reserve Account concurrently with such financial Guaranty or Guaranties.
“Financial Guaranty” means one or more of the following to be delivered to the Trustee pursuant to the
Indenture: (i) an irrevocable, unconditional and unexpired letter of credit issued by a banking institution
with credit ratings not below the credit ratings of the Issue One 2010 Series Bonds at the time such letter
of credit is issued; or (ii) an irrevocable, unconditional policy of insurance in full force and effect issued
by a municipal bond insurer with credit rating not below the credit ratings of the Issue One 2010 Series
Bonds at the time such policy of insurance is issued; in each case providing for the payment thereunder of
sums for the payment of principal installments with respect to, and interest on, Bonds as required by the
Indenture.

See “APPENDIX E — SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE — Debt
Service Reserve Fund” hereto.

Subsidy Contingency Fund

The Subsidy Contingency Fund is created to ensure money is available to pay interest costs on the
2010 Series B Bonds in the event the Subsidy is not paid in full by the United States on the Interest
Payment Date. If on any Interest Payment Date, the Subsidy for such Interest Payment Date has not been
received by the Trustee, the Trustee will transfer amounts from the Subsidy Contingency Fund equal to
the expected amount of the Subsidy that had not been received to the Issue One 2010 Series B Debt
Service Account in the Debt Service Fund. Upon issuance of the Issue One 2010 Series Bonds, the
Subsidy Contingency Requirement for the Issue One 2010 Series B Bonds will be $2,259,784.41. A
portion of the proceeds of the Issue One 2010 Series B Bonds will be deposited into the Subsidy
Contingency Fund concurrently with the issuance of the Issue One 2010 Series B Bonds in an amount
equal to the Subsidy Contingency Requirement. In the event the Subsidy is not paid in full on the Interest
Payment Date, amounts on deposit in the Subsidy Contingency Fund will be applied to make up any
deficiency in the Issue One 2010 Series B Debt Service Account in the Debt Service Fund for the
payment of interest on the Issue One 2010 Series B Bonds.

See “APPENDIX E — SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE -
Subsidy Contingency Fund” hereto.

Additional Bonds and Parity Debt

NCPA may issue Bonds under and secured by the Indenture to (i) refund Bonds previously issued
and outstanding thereunder; (ii) finance all or a portion of the costs of any Financed Capital Improvement
to the Lodi Energy Center; and (iii) may enter into or issue Financing Agreements, including indentures
of trust, resolutions, loan agreements, standby bond purchase agreements, reimbursement agreements,
Public Finance Contracts or other applicable debt instruments or financing documents providing for the
issuance of, or otherwise relating to, NCPA bonds (“Parity Debt”) in accordance with the requirements of
the Indenture. For further information, “APPENDIX E — SUMMARY OF CERTAIN PROVISIONS OF
THE INDENTURE — Additional Bonds,” “-Refunding Bonds” and “-Parity Debt” hereto.

Limitations on Remedies
The rights of the owners of the Issue One 2010 Series Bonds are subject to the limitations on
legal remedies against cities and other public agencies in the State. Additionally, enforceability of the

rights and remedies of the owners of the Issue One 2010 Series Bonds, and the obligations incurred by the
NCPA and the Indenture Group A Participants, may become subject to the following: the Federal
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Bankruptcy Code and applicable bankruptcy, insolvency, reorganization, moratorium, or similar laws
relating to or affecting the enforcement of creditor’s rights generally, now or hereafter in effect; equity
principles which may limit the specific enforcement under State law of certain remedies; the exercise by
the United States of America of the powers delegated to it by the Constitution; and the reasonable and
necessary exercise, in certain exceptional situations, of the police powers inherent in the sovereignty of
the State and its governmental bodies in the interest of serving a significant and legitimate public purpose.
Bankruptcy proceedings, or the exercise of powers by the federal or State government, if initiated, could
subject the owners of the Issue One 2010 Series Bonds to judicial discretion and interpretation of their
rights in bankruptcy or otherwise, and consequently may entail risks of delay, limitation, or modification
of their rights.

NORTHERN CALIFORNIA POWER AGENCY
Background

NCPA is a joint exercise of powers agency formed under the Act and the Joint Powers Agreement
now among Alameda, Biggs, Gridley, Healdsburg, Lodi, Lompoc, Oakland (acting through its Board of
Port Commissioners), Palo Alto, Redding, Roseville, Santa Clara, Ukiah, Truckee Donner, TID', and
BART as members, and Plumas-Sierra, as an associate member (herein collectively referred to as the
“Members” and individually as a “Member”).

Under the terms of the Joint Powers Agreement entered into by all Members, NCPA possesses
the general powers to acquire, purchase, generate, transmit, distribute and sell electrical capacity and
energy. Specific powers include the power to enter into contracts, acquire and construct electric
generating facilities, set rates, issue revenue bonds and notes and acquire property by eminent domain.

The Member Services Agreements, dated as of February 12, 1981, and the Facilities Agreement,
dated as of September 22, 1993, provide for the development of all projects undertaken by NCPA in three
separate phases: (i) the initial phase of general investigation funded by NCPA’s general fund; (ii) the
second phase whereby Members of NCPA electing to participate in the project execute a project
agreement to provide for the cost of development of the project (now referred to as an “NCPA Project”);
and (iii) the third phase during which all remaining aspects, including financing, construction and
operation of the NCPA Project are undertaken.

Members of NCPA have no financial or other responsibility or liability associated with the
acquisition, construction, maintenance, operation or financing of any NCPA project pursuant to the Joint
Powers Agreement. Members become obligated for payments with respect to a NCPA project only as
participants with respect to such project as set forth in an agreement with NCPA separate from the Joint
Powers Agreement.

NCPA has supplied many services to its Members in the past and expects to continue to do so in
the future. NCPA has been instrumental in litigating and negotiating with Pacific Gas and Electric
Company (“PG&E”), the ISO and the Western Area Power Administration of the federal government
(“Western”) to keep wholesale power and transmission and other ancillary services rates at levels which
have resulted in substantial savings when compared to rates sought by each of those suppliers. It is
anticipated that NCPA will continue to litigate and/or negotiate on behalf of its Members to maintain rates
at levels which will result in continued advantage to its Members.

" TID has provided its notice to withdraw from NCPA.
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NCPA'’s audited financial statements for the fiscal year ended June 30, 2009 are attached hereto
as APPENDIX C. The Issue One 2010 Series Bonds will be special, limited obligations of NCPA
payable solely from amounts available from the Trust Estate, and secured solely by a pledge of the Trust
Estate, consisting primarily of payments from the Indenture Group A Participants and the funds held by
the Trustee under the Indenture.

Organization and Management

NCPA’s governing body (the “Commission”) is composed of one representative from each
Member, each such representative being designated a Commissioner. The Commission is given the
general management of the affairs, property and business of NCPA and is vested with all powers of
NCPA. Under the Joint Powers Agreement, associate Members do not have a voting seat on the
Commission.

The management of NCPA is responsible for various areas of administration and planning of
NCPA’s operations and affairs. The overall management is under the direction of NCPA’s General
Manager, who serves at the discretion of the Commission. NCPA is organized into four separate
divisions: (i) generation services, (ii) power management, (iii) legislative and regulatory, and (iv)
administrative services.

Set forth below is a brief biography of each of NCPA’s senior managers.

JAMES H. POPE, General Manager, was appointed General Manager of NCPA in January 2004.
Prior to the appointment Mr. Pope served as the Director of Electric Utility for the City of Santa Clara
since December 1996. Mr. Pope has experience in the electric and gas industry with a background in
general management, operations, engineering and construction for PG&E serving as Vice President,
Technical and Construction Services; Vice President for Sacramento Valley Region; and Manager, Gas
Transmission and Distribution Construction. Mr. Pope has been in various public power leadership roles,
including positions as Chairman and Vice Chairman of the Transmission Agency of Northern California
(TANC) where he started the process to get Path 15 built. Mr. Pope now serves on the Board of
Governors of the California Municipal Utilities Association (CMUA), and the Board of Directors of the
California Foundation on the Environment and the Economy (CFEE). He also served as a member of the
Board of Governors of the ISO. In March 2002, he was appointed by Secretary of Energy Spencer
Abraham to serve on the Secretary’s Electricity Advisory Board.

Mr. Pope has a Bachelor of Science degree from Oregon State University and a Masters of
Science degree in Civil Engineering from Stanford University. He attended the Harvard University
Business School (Program for Management Development) Executive Program.

DONNA 1. STEVENER, Assistant General Manager, Finance/Administrative Services, Chief
Financial Officer, received a Bachelor of Science degree in Business Administration/Accounting with
high honors from California Baptist University in 1982. Ms. Stevener is a retired Certified Public
Accountant in the State of California and has over 27 years of finance experience, including 18 years
specializing in the power industry. Before joining NCPA in April 2005, Ms. Stevener was employed by
Riverside Public Utilities as a member of the executive management team. At NCPA, Ms. Stevener
oversees the Administrative Services division which includes finance, accounting, power settlements,
information technology and facilities management and performs as the Chief Financial Officer of NCPA.

JANE DUNN CIRRINCIONE, Assistant General Manager, Legislative and Regulatory, received
a Masters degree in Public Administration from the University of Southern California, and a Bachelor of
Science degree in Political Science from the University of Santa Clara in Santa Clara, California and the
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London School of Economics. Ms. Cirrincione has over 22 years of experience in the energy and
environmental policy arena. Prior to joining NCPA, she was a Senior Government Relations
Representative for the American Public Power Association (“APPA”) in Washington, D.C. APPA is the
national trade association representing the country’s over 2,000 public power systems. Before joining
APPA, she was the Director of Legislative Programs for the National Hydropower Association,
representing all sections of the U.S. hydroelectric industry. She also spent several years on Capitol Hill as
a Legislative Assistant for Congressman Don Edwards working on environmental and wildlife issues
impacting the San Francisco Bay. Before moving to Washington, D.C., she worked for the U.S. Fish and
Wildlife Service at the Sacramento National Wildlife Refuge. Ms Cirrincione was the 2006 recipient of
the Robert E. Roundtree Rising Star Award recognizing future leaders of public power systems.

DAVID DOCKHAM, Assistant General Manager, Power Management, has worked in the
electric utility industry since 1982 on a broad range of utility industry projects, activities and issues. Mr.
Dockham’s experience includes contract development and negotiation, engineering design, system
planning, policy and procedure development, public presentations to boards, commissions and industry
work groups; and participation in regional and state level policy and technical working groups. From
2001 through 2007, Mr. Dockham has managed NCPA’s activities and interactions with the ISO and
associated regulatory proceedings on behalf of the NCPA’s Members utilizing services under the Second
Amended and Restated NCPA Metered Subsystem Aggregation Agreement and the NCPA-PG&E
Interconnection Agreement. He currently manages planning, contracts, fuel purchases, and pooling
arrangements for NCPA. Mr. Dockham has a Bachelor of Science degree in Electrical and Electronic
Engineering from California State University, Sacramento, a Masters degree in Business Administration
from the University of California, Davis and is a registered Professional Engineer in the State of
California.

DONALD DAME, Assistant General Manager, Business Development, received his Bachelor’s
degree in Economics with honors from the University of California in 1975, and a Master’s degree in
Regulatory Economics from the University of Wyoming in 1978. Mr. Dame joined NCPA in November
1992. Prior to that time, he worked in various gas and power planning and contracting positions at the
California Department of Water Resources, PacifiCorp, Bonneville Power Administration, and the
Colorado Interstate Gas Company. His primary focus at NCPA is to assist its Members as a member
liaison and to meet with other public agencies to find mutually beneficial business opportunities to
expand or more fully utilize NCPA service capabilities for the enhancement and advancement of public
power in northern California.

KEN SPEER, Assistant General Manager, Generation Services, has over 30 years of experience
in the generation resource management field, having also managed significant generation facilities for the
City of Santa Clara (Silicon Valley Power) and PG&E. Mr. Speer also served as the Director of Capital
Investment for Duke Energy North America, where he oversaw the capital investment program for the
company’s California-based assets. Mr. Speer has a Bachelor of Science degree in Mechanical and
Nuclear Engineering from the University of California, Berkeley, and is a Registered Mechanical
Engineer.

LYNN BIANCHI-ROSSI, Human Resources Manager received a Bachelor of Science degree
from the school of Business and Public Administration at California State University, Sacramento in 1979.
Ms. Bianchi-Rossi has over 29 years of experience in human resources in a variety of industries, with
over 26 of those years in a management role. Ms. Bianchi-Rossi assumed her duties with NCPA in May
2001. Prior to joining NCPA, she was the Corporate Services Director for Jones & Stokes Environmental
Consulting. She also has prior work experience with the County of Sacramento and a nation-wide gas
company.
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NCPA Power Pool

NCPA operates a power pool that includes the following Members: Alameda, Biggs, Gridley,
Healdsburg, Lodi, Lompoc, Port of Oakland, Palo Alto, Plumas-Sierra, and Ukiah (each, an “NCPA Pool
Member”). The ten NCPA Pool Members’ service areas are connected to the ISO-controlled grid. NCPA
operates a central dispatch facility (the “Central Dispatch Center”) at NCPA’s headquarters. The Central
Dispatch Center balances loads and resources pursuant to the Second Amended and Restated NCPA
Metered Subsystem Aggregation Agreement (the “MSSA”) with the ISO (as described below) for the ten
NCPA Pool Members, and Santa Clara. The Central Dispatch Center separately coordinates with
Roseville to schedule Roseville’s entitlement to output from NCPA projects across the ISO-controlled
grid as requested by Roseville. The Central Dispatch Center also monitors and controls load and voltage
levels, operates generating facilities, enters into buy and sell transactions with other utilities throughout
the western United States and Canada and regulates hydroelectric facilities in coordination with the ISO
to maintain a safe and reliable interconnected system.

NCPA operates according to the terms and conditions of the ISO tariff and the MSSA, the
original form of which was approved by FERC in 2002 and was amended and restated to conform to the
market restructuring that became effective in 2009. The MSSA identifies operational terms and
conditions that vary from the ISO tariff, largely allowing NCPA Members to continue to operate as a
vertically integrated utility by generally self-providing for resources and services otherwise procured
through the ISO’s markets. In conjunction with the execution of the MSSA, NCPA and PG&E entered
into an Interconnection Agreement (the “NCPA-PG&E Interconnection Agreement”) that provided for
the terms and conditions for connecting NCPA resources and member loads to the ISO-controlled grid,
where such ISO-controlled grid facilities are owned by PG&E and transferred to ISO operational control
through a Transmission Control Agreement between PG&E and the ISO.

In April 2009, the ISO implemented a complete overhaul of its tariff, replacing the market design
embodied under the former ISO tariff with an updated market design and tariff which has been entitled
the Market Redesign and Technology Upgrade (“MRTU”). This overhaul largely changes how
generation units are scheduled, transmission rights are allocated, and wholesale energy, capacity and
ancillary service costs are allocated to NCPA and its Members. NCPA was an active participant in FERC
proceedings, ISO-led stakeholder meetings, and market simulations to test market participant scheduling
and settlement systems in advance of MRTU implementation to ensure that Member interests were
protected and that NCPA would be able to operate successfully under the new market design. NCPA and
the ISO negotiated amendments to the MSSA to adapt to the changes resulting from MRTU. See
“OTHER FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY—ISO FERC Filings—
MRTU” herein

Santa Clara has separate agreements for the services provided under the MSSA and NCPA-
PG&E Interconnection Agreement. See “APPENDIX B — SELECTED INFORMATION RELATING
TO THE INDENTURE GROUP A SIGNIFICANT SHARE PARTICIPANTS—CITY OF SANTA
CLARA” hereto.

Wholesale Power Trading

NCPA trades in the Western wholesale electricity markets to maximize the value of its
transmission and generation assets and to minimize its cost of power supply for its Members. NCPA has
engaged in wholesale market transactions since 1984. While there have from time to time been
bankruptcies among participants in those markets, NCPA claims against those bankruptcy estates have all
been resolved and NCPA does not have any additional financial exposure due to past bankruptcies in the
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electric utility industry. See “LITIGATION — California Energy Market Refund Dispute and Related
Litigation” and “— Bankruptcies Related to Electric Industry Restructuring” herein.

Investment of NCPA Funds

All funds of NCPA (except bond proceeds which are invested pursuant to the indenture under
which such bonds are issued) are invested in accordance with NCPA’s investment policy and guidelines
(the “Investment Policy”) as authorized by Sections 53600 et seq. of the Government Code of the State of
California. The Investment Policy and monthly activity reports are approved by the Commission.

The following securities, if and to the extent the same are at the time legal and in compliance with
the applicable bond covenants and agreements for investment of NCPA’s funds, are authorized
investments under the Investment Policy: (i) securities of the U.S. Government, or its agencies, (ii)
certificates of deposit (or time deposits) placed with commercial banks and/or savings and loan
companies, (iii) negotiable certificates of deposit, (iv) bankers acceptances, (v) Local Agency Investment
Fund (State Pool) demand deposits, (vi) repurchase agreements, (vii) passbook savings account demand
deposits, (viii) municipal bonds, and (ix) commercial paper.

The Investment Policy provides the following guidelines, among others. All rated securities must
be rated by Moody’s or S&P as “A” or better. All certificates of deposit must mature within one year.
All collateralized certificates of deposit must mature within one year. Certificates of deposit with a face
value in excess of $100,000 will be collateralized by Treasury Department securities or first mortgage
loans. The Treasury bills or notes must be at least 110% of the face value of the certificate of deposit
collateralized in excess of the first $100,000. The value of first mortgages must be at least 150% of the
face value of the certificate of deposit balance secured in excess of the first $100,000. The portfolio will
be diversified with holdings from at least several of the major eligible market sectors. Except for
obligations issued or guaranteed by the U.S. Government, federal agencies or Government-sponsored
corporations and the Local Agency Investment Fund, no more than 10% of an NCPA construction project
or of the NCPA operating funds portfolio will be invested in the securities of any one issuer. Unless
otherwise restricted, all holdings will be of sufficient size and held in issues which are actively traded to
facilitate transactions at a minimum cost and accurate market valuation. Buying and selling securities
before settlement or the use of reverse repurchase agreements for speculative purposes is not authorized.
A reverse repurchase agreement may be used only in infrequent circumstances and only to prevent a
material loss that would otherwise result from the sale of an investment for liquidity purposes. Any
reverse repurchase agreements must be specifically reported to the Commission along with the reasons
therefor on a timely basis.

The Investment Policy may be changed at any time at the discretion of the Commission subject to
the State law provisions relating to authorized investments. Any exception to the Investment Policy must
be formally approved by the Commission. There can be no assurance, therefore, that the State law and/or
the Investment Policy will not be amended in the future to allow for investments which are currently not
permitted under such State law or the Investment Policy, or that the objectives of NCPA with respect to
investments will not change.

THE INDENTURE GROUP A PARTICIPANTS
General
Pursuant to the Power Sales Agreement, NCPA has sold a portion of the capacity and energy of

the Lodi Energy Center to the Indenture Group A Participants as set forth under “POWER SALES
AGREEMENT.” The governing body of each Participant has approved the Power Sales Agreement and
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the PMOA. Each of the Indenture Group A Participants, other than BART, operates a municipal electric
utility and expects to use the energy from the Lodi Energy Center in connection with such utility. BART
operates a rapid transit rail system and expects to use the energy from the Lodi Energy Center in
connection with such rail system.

Indenture Group A Significant Share Participants

The three Indenture Group A Participants with the largest Indenture Cost Shares are Santa Clara
(46.1588%), Lodi (17.0295%) and BART (11.8310%), which, in the aggregate, comprise over 75% of the
Indenture Group A Indenture Cost Shares. None of the remaining Indenture Group A Participants has an
Indenture Cost Share in excess of 5.0%. Santa Clara, Lodi and BART are sometimes referred to herein as
the “Indenture Group A Significant Share Participants.” Brief descriptions of the Indenture Group A
Significant Share Participants, their Enterprise systems and certain information relating to the operations
of such Enterprise systems are set forth in “APPENDIX B — SELECTED INFORMATION RELATING
TO THE INDENTURE GROUP A SIGNIFICANT SHARE PARTICIPANTS” hereto.

Other Indenture Group A Participants

Each Indenture Group A Participant that is not an Indenture Group A Significant Share
Participant operates an electric utility for distribution of electric power and energy which utility
constitutes such Indenture Group A Participant’s Enterprise.

The Indenture Group A Participants that are cities provide retail electric service pursuant to the
authority of the Constitution of the State of California, Article XI, Section 9. Under California law, such
municipal Indenture Group A Participants have authority to acquire, construct, establish, enlarge, improve,
maintain, own and operate electric distribution systems. Plumas-Sierra provides electric service pursuant
to its Articles and Bylaws. The Power and Water Resources Pooling Authority provides electric service
pursuant to its joint powers agreement and contracts with its customers.

The retail customers of the Indenture Group A Participants that are cities are located within their
respective city boundaries and environs. Plumas-Sierra serves rural areas in Plumas, Lassen and Sierra
Counties in California and in Washoe Township in Washoe County, Nevada. The Power and Water
Resources Pooling Authority serves the retail requirements of certain irrigation districts and water
districts.

OTHER NCPA PROJECTS

Set forth below is a brief description of the NCPA resources in addition to the Lodi Energy
Center. Each such resource is financed under a separate agreement with the Members participating in
such resource. No Member not a party to such agreement has any obligation to make payments in
connection with such resources.

Participating Members occasionally make short-term and long-term assignments of entitlement
rights to NCPA resources. Such assignment would not impact the underlying project participant
obligations contained in the related agreement relating to such NCPA resource and each project
participant remains obligated for all payments due from such project participant in the event moneys
received from transferees pursuant to such arrangements are insufficient to satisfy all payments.
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Hydroelectric Project Number One

NCPA’s Hydroelectric Project Number One (the “Hydroelectric Project”) consists of (a) three
diversion dams, (b) the 243-MW Collierville Powerhouse, (c¢) the New Spicer Meadow Dam with a 5.5-
MW powerhouse, and (d) associated tunnels located essentially on the North Fork Stanislaus River and
on the Stanislaus River in Alpine, Tuolumne and Calaveras Counties, California, together with required
transmission facilities.

The Hydroelectric Project, with the exception of certain transmission facilities and three storage
reservoirs, is owned by the Calaveras County Water District (“CCWD”) and is licensed by FERC
pursuant to a 50-year License No. 2409 to CCWD. Pursuant to a Power Purchase Contract, NCPA (i) is
entitled to the electric output of the project until February 2032, subject to FERC approval, (ii) managed
the construction of the project and (iii) operates the generating and recreational facilities of the project.
Under a separate FERC-issued license with an expiration date coterminous with the License No. 2409
(Project No. 11197), NCPA holds the license and owns the 230 kV Collierville-Bellota and 21 kV Spicer
Meadows-Cabbage Patch transmission lines for License No. 2409. NCPA also has a separate FERC
license for Project No. 11563 (Upper Utica Project), which consists of three storage reservoirs that mainly
feed the New Spicer Meadow Reservoir. This license expires in 2033. Northern California Power
Agency, 104 F.ER.C. § 62,163 (2003). After the present FERC license for Project No. 2409 expires in
the year 2032, NCPA has the option to continue to purchase project capacity and energy during a
subsequent license renewal period. It is estimated that the price will be significantly less than the
comparable alternatives at that time. The purchase option includes all capacity and energy which is
surplus to CCWD’s needs for power within the boundaries of Calaveras County.

In February 1990, the operating portions of the project were declared substantially complete and
commercially operable. The project has been supplying peak load requirements of the project participants
therein and complementing other resources available to them through NCPA.

The load-following characteristics of the project, together with the ability to schedule Western
energy deliveries, give NCPA a great degree of flexibility in meeting the hourly and daily variations
which occur in the project participants’ loads.

NCPA financed the Hydroelectric Project through the issuance of Hydroelectric Project Number
One Revenue Bonds, of which approximately $458.4 million aggregate principal amount was outstanding
as of June 1, 2010 (the “NCPA Hydroelectric Revenue Bonds™). Alameda, Biggs, Gridley, Healdsburg,
Lodi, Lompoc, Palo Alto, Roseville, Santa Clara, Ukiah and Plumas-Sierra, are participants in the
Hydroelectric Project. See “Indebtedness” for each of the Significant Share Project Participants in
“APPENDIX B — SELECTED INFORMATION RELATING TO THE SIGNIFICANT SHARE
PROJECT PARTICIPANTS” hereto for a discussion of the obligations of Lodi and Santa Clara with
respect to the Hydroelectric Project.

NCPA has sold the capacity of the Hydroelectric Project to certain of its project participants
pursuant to “take-or-pay” power sales contracts which require payments to be made whether or not the
Hydroelectric Project is completed or operable. Each purchaser is responsible under its power sales
contract for paying its entitlement share in the Hydroelectric Project of all of NCPA’s costs of the
Hydroelectric Project, including debt service on the aforementioned bonds as well as a “step-up” of up to
25% in the event of the unremedied default of another project participant.
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Geothermal Project

NCPA has developed a geothermal project (the “Geothermal Project”) located on federal land in
certain areas of Sonoma and Lake Counties, California (the “Geysers Area”). In addition to the
geothermal leasehold, wells, gathering system and related facilities, the Geothermal Project consists of
two electric generating stations (Plant 1 and Plant 2), each with two 55 MW (nameplate rating) turbine
generator units utilizing low pressure, low temperature geothermal steam, associated electrical,
mechanical and control facilities, a heat dissipation system, a steam gathering system, a transmission
tapline and other related facilities. Geothermal steam for the project is derived from the geothermal
property, which includes wellpads, access roads, steam wells and reinjection wells. NCPA formed two
not-for-profit corporations controlled by its Members to own the generating plants of the Geothermal
Project. NCPA manages the Geothermal Project for the corporations and is entitled to all the capacity and
energy generated by the Geothermal Project.

As noted above, the Geothermal Project consists of two operating electric generating stations
(Plant 1 and Plant 2), each with two 55 MW (nameplate rating) turbine generator units. Plant 1 and Plant
2 were originally developed and operated as separate projects referred to as “Geothermal Project Number
2” and “Geothermal Project Number 3,” respectively. Plant 1 and Plant 2 are now operated together as
the Project pursuant to the terms of the Geothermal Operating Agreement.

Steam for NCPA’s geothermal plants comes from lands in the Geysers Area, which are leased by
NCPA from the federal government. NCPA operates these steam-supply areas. Operation of the
geothermal plants at high generation levels, together with high steam usage by others in the same area,
resulted in a decline in the steam production from the steam wells at a rate greater than expected. As a
result, by April 1988, for the purpose of slowing the decline in the steam field capability, NCPA changed
its steam field production from base-load to load-following and reduced average annual generation.
These changes were effective in reducing the decline in steam production.

Beginning in 1991, along with other steam field operators in the area, NCPA began implementing
various operating strategies to further reduce the rate of decline in steam production. NCPA has modified
both steam turbine units at Plant 1 and the associated steam collection system to enable generation with
lower pressure steam at higher mass-flow rates to optimize the utilization of the available steam resource.

NCPA also entered into agreements with other producers in the Geysers Area to finance and
construct the Southeast Geysers Effluent Pipeline Project, which was completed in September 1997 and
began operating soon thereafter. The 26-mile pipeline collects waste-water from Lake County Sanitation
District treatment plants at Clearlake and Middletown and delivers the waste water to NCPA and the other
Geysers steam field operator for injection into the steam field. A second pipeline enhancement project to
further augment the waste-water injection program was completed in 2004. Contractual changes made in
connection with the project have increased NCPA’s entitlement to receive waste-water for reinjection
from 33% to 44%.

During Fiscal Years 2008-09 and 2009-10, NCPA has been, and will be, undertaking certain
capital improvements to the Geothermal Project, including: (i) the acquisition of a spare turbine rotor, as
well as the replacement of the existing Unit 4 turbine rotor at Plant 2 with a new turbine rotor designed
for lower pressure, which will avoid one-time operation and maintenance costs of $3 million, and is
expected to result in operation and maintenance cost savings of approximately $150,000 per year; (ii) the
design, permitting and construction of a 1 MW photovoltaic solar project to be constructed at the
Middletown Treatment Plant in Lake County, which is expected to provide nearly 100% of the power
needs for the 300 kW booster pump station presently under construction at the treatment plant; and (iii)
the construction of a 1 MW photovoltaic solar project located at the Clearlake Southeast Treatment Plant
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in Lake County, completed in December of 2008, which provides approximately 25% of the power needs
for the existing pump station located at the treatment plant. The pump stations at the Middletown
Treatment Plant and the Clearlake Southeast Treatment Plant are part of the Southeast Geysers Effluent
Pipeline Project.

NCPA financed the Geothermal Project with Geothermal Project Number 3 Revenue Bonds, of
which $63.2 million were outstanding as of June 1, 2010 (including Geothermal Project Number 3
Revenue Bonds issued to finance the capital improvements to the Geothermal Project described in the
preceding paragraph). The remaining annual debt service on these bonds ranges from $3.6 million to
$30.9 million, with final maturity of July 1, 2024. Alameda, Biggs, Gridley, Healdsburg, Lodi, Lompoc,
Palo Alto, Roseville, Santa Clara, Ukiah and Plumas-Sierra, participate in the Geothermal Project. See
“Indebtedness” for each of the Indenture Group A Significant Share Participants in “APPENDIX B —
SELECTED INFORMATION RELATING TO THE INDENTURE GROUP A SIGNIFICANT SHARE
PARTICIPANTS” hereto for a discussion of the obligations of Lodi and Santa Clara with respect to the
Geothermal Project.

Annual generation of the Project was approximately 116 MW gross (“MWG”) for calendar year
(“CY”) 2008. Based on current operating protocols and forecasted operations, after CY 2008 both the
average and peak capacity are expected to continue to decrease, reaching approximately 112 MWG by
CY 2010 and 72 MWG by CY 2031. Under terms of the federal geothermal leasehold agreements, which
became effective August 1, 1974, the leasehold had a 10-year primary term with provision for renewal as
long thereafter as geothermal steam is produced or utilized, but not longer than 40 years. At the
expiration of that period, if geothermal steam is still being produced, NCPA has preferential right to
renew the leasehold for a second term. The leasehold also requires NCPA to remove its leasehold
improvements including the geothermal plants and steam gathering system when and if NCPA abandons
the leasehold. These decommissioning costs are currently estimated to total approximately $24.1 million.
NCPA has begun collecting about one percent per annum of the expected decommissioning costs and is
expected to continue to do so through 2010. The decommissioning cost plan will be re-evaluated at that
time.

Geysers Transmission Project

In order to meet certain obligations required of NCPA to secure transmission and other support
services for the Geothermal Project, NCPA has undertaken a geysers transmission project (the “Geysers
Transmission Project”). The Geysers Transmission Project includes (i) an ownership interest in PG&E’s
230 kV line from Castle Rock Junction in Sonoma County to the Lakeville Substation (the “Castle Rock
to Lakeville Line”), (ii) additional firm transmission rights in the Castle Rock to Lakeville Line and (iii)
the Central Dispatch Facility.

NCPA financed the Geysers Transmission Project through the issuance of Transmission Project
Number One Revenue Bonds, of which $0.9 million were outstanding as of June 1, 2010. The final
maturity of the Transmission Project Number One Revenue Bonds is August 15, 2010. Alameda, Biggs,
Gridley, Healdsburg, Lodi, Lompoc, Palo Alto, Roseville, Ukiah and Plumas-Sierra, are participants in
the Geysers Transmission Project. See “Indebtedness” for each of the Indenture Group A Significant
Share Participants in “APPENDIX B - SELECTED INFORMATION RELATING TO THE
INDENTURE GROUP A SIGNIFICANT SHARE PARTICIPANTS” hereto for a discussion of the
obligations of Lodi with respect to the Geysers Transmission Project.
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Capital Facilities Project

NCPA Capital Facilities Project, known as Combustion Turbine Project Number Two, currently
consists of one power generating station, Unit One, with a design rating of 49.9 MW located in the City
of Lodi. Such power generating station consists of a single natural gas-fired steam injected gas turbine
(STIG), generator, and required auxiliary and electrical interconnection systems. The Capital Facilities
Project is currently financed with $55.120 million aggregate principal amount of NCPA Capital Facilities
Revenue Bonds. The Cities of Alameda, Lodi, Lompoc and Roseville are the project participants in the
Capital Facilities Project.

Unit One is economically dispatched to meet the project participants’ load, depending on the
amount of generation available from NCPA’s hydroelectric project and prices of alternative electric
energy supplies, to meet other NCPA Members’ load or to sell power to third parties depending on
natural gas prices and electric energy prices.

Combustion Turbine Project Number One

The Combustion Turbine Project Number One (the “Combustion Turbine Project”) consists of
five combustion turbine units, each nominally rated 25 MW. Two units are located in each of Roseville
and Alameda and one in Lodi. Sale of the two units located in Roseville to the City of Roseville will be
effective September 1, 2010.

The Combustion Turbine Project provides capacity (i) that is economically dispatched during the
peak load period to the extent permitted by air quality restrictions and (ii) to be used to meet the capacity
reserve requirements. Such reserve capacity is operated only during emergency periods when other
resources are unexpectedly out of service.

NCPA financed the Combustion Turbine Project through the issuance of Combustion Turbine
Project Number One Revenue Bonds, of which $4.1 million were outstanding as of June 1, 2010. The
debt service on these bonds is approximately $4.3 million annually, with a final maturity of August 15,
2010. Alameda, Healdsburg, Lodi, Lompoc, Roseville, Santa Clara, Ukiah and Plumas-Sierra, are
participants in Combustion Turbine Project Number One. See “Indebtedness” in “APPENDIX B —
SELECTED INFORMATION RELATING TO THE INDENTURE GROUP A SIGNIFICANT SHARE
PARTICIPANTS” hereto for a discussion of the obligations of Lodi and Santa Clara with respect to the
Combustion Turbine Project.

As is typical of reserve and peaking resources, the average cost per kWh of power delivered to
the participants in the Combustion Turbine Project is comparatively expensive.

Gas Purchase Contracts

NCPA, on behalf of TID and on behalf of the participants in Combustion Turbine Project Number
One and in the Capital Facilities Project’s Unit One, has entered into a Consolidated Natural Gas
Purchase and Management Agreement (the “Consolidated Natural Gas Agreement”), effective September
1, 2007, with Constellation NewEnergy — Gas Division, LLC and Constellation NewEnergy — Canada,
Inc. (collectively, “Constellation”). The Consolidated Natural Gas Agreement is being amended to
remove TID as a party. The Consolidated Natural Gas Agreement is a consolidation of gas supply
agreements that were purchased by Constellation. NCPA and Constellation each have the right to
terminate the Consolidated Natural Gas Agreement with six months’ notice; otherwise, the agreement
automatically renews each January 1 following December 31, 2008. The agreement continued in effect

34



on January 1, 2010. The Consolidated Natural Gas Agreement provides that Constellation will provide
gas supply and management services, including the following:

. Supply of gas for the full daily output of Combustion Turbine Project Number One, Unit
One of the Capital Facilities Project and selected Turlock Irrigation District gas-fired plants
(approximately 78,136 MMBtu/day). The gas may be purchased on a daily basis or for a forward time
period with the gas price fixed at the time of commitment.

. Scheduling and balancing for NCPA gas supplies from third parties, along with gas
supplies from Constellation. Surplus gas is to be purchased by Constellation.

. Management of NCPA’s 5,409 MMBtu/day of pipeline capacity from AECO to PG&E
Citygate and release of certain other pipelines while NCPA is transporting gas from AECO to PG&E
Citygate. NCPA is paid the value of the unused pipeline capacity by Constellation.

Power Purchase Contracts

NCPA, on behalf of Healdsburg, Palo Alto, Ukiah, Lodi and Roseville, has negotiated a seasonal
exchange agreement with Seattle City Light for 60 MW of summer capacity and energy and a return of 46
MW of capacity and energy in the winter. Deliveries under the agreement began June 1, 1995 and will
terminate no earlier than May 31, 2014. Effective May 31, 2008, Healdsburg, Palo Alto and Roseville
assigned their participation percentages to Santa Clara.

NCPA, on behalf of Alameda, entered into a power purchase agreement with Henwood
Associates, Inc for 440 kW of capacity and energy. The energy source for the facility is hydro-electric
and the facility meets the qualifying facilities requirements, established by FERC. The facility output,
which varies with hydrological conditions, has averaged about 2,000 MWh per year. Deliveries under the
agreement began February 1, 2010 and will terminate on January 31, 2030.

NCPA, on behalf of Biggs, Gridley, Healdsburg, Lompoc and Ukiah may enter into supply
agreements for terms of up to five years utilizing Commission approved Edison Electric Institute and
WSPP Inc. Purchase Agreements. Procurement terms and conditions are governed by a Market Purchase
Program agreement between NCPA and the participating Members listed in the preceding sentence.
Purchase amounts are limited to 115% of each participating members forecast net open position
associated with the period of the procurement. The Program was approved by the Commission on July 26,
2007, with a term of five years, which is extended for one year on each anniversary of the agreement as to
each participant that does not withdraw from the agreement or have their participation terminated.

NCPA provides power supply and scheduling services to BART under a ten year Single Member
Services Agreement which was executed on December 1, 2005. Under this agreement, NCPA procures
power to meet BART’s power supply needs utilizing Commission approved Edison Electric Institute and
WSPP Inc. Purchase Agreements.

RATE REGULATION

NCPA, and each Indenture Group A Participant other than BART sets rates, fees and charges for
electric service. The authority of such Indenture Group A Participants or NCPA to impose and collect
rates and charges for electric power and energy sold and delivered is not subject to the general regulatory
jurisdiction of the California Public Utilities Commission (“CPUC”) and presently neither the CPUC nor
any other regulatory authority of the State of California nor FERC approves such rates and charges.
Although the retail rates of such Indenture Group A Participants are not subject to approval by any federal
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agency, such Indenture Group A Participants and NCPA are subject to certain ratemaking provisions of
the federal Public Utility Regulatory Policies Act of 1978 (“PURPA”) and Sections 211-213 of the
Federal Power Act (“FPA”). It is possible that future legislative and/or regulatory changes could subject
the rates and/or service areas of such Indenture Group A Participants or NCPA to the jurisdiction of the
CPUC or to other limitations or requirements.

FERC could potentially assert jurisdiction over rates of licensees of hydroelectric projects and
customers of such licensees under Part I of the Federal Power Act, although it has not as a practical matter
exercised or sought to exercise such jurisdiction to modify rates that would legitimately be charged. If it
did assert such jurisdiction, the result might have some significance for NCPA and the participants in
Hydroelectric Project Number One.

Under Sections 211, 212 and 213 of the FPA, FERC has the authority, under certain
circumstances and pursuant to certain procedures, to order any utility (municipal or otherwise) to provide
transmission access to others at FERC-approved rates. In addition, the Energy Policy Act of 2005
expanded FERC’s jurisdiction to require municipal utilities that sell more than eight million megawatt
hours of energy per year to pay refunds under certain circumstances for sales into organized markets. To
date, neither NCPA nor any of the Indenture Group A Participants meet this threshold requirement.

On May 29, 2009, FERC issued an order asserting that it had the authority to “reset” rates at
which Energy had been previously sold in the organized California ISO and PX markets. That order is
now on appeal in the United States Court of Appeals for the Ninth Circuit, and is expected to be set for
argument following the briefing process now underway. If FERC is determined to be correct in its
assertion, NCPA would be subject to such refund authority (under certain limitations) for sales into
organized markets without regard to the eight million megawatt hours statutory limitation discussed
above. The May 29, 2009, order itself applied to the disputes discussed in “LITIGATION—California
Energy Market Refund Dispute and Related Litigation” which have since been resolved as to NCPA
through a Settlement Agreement, as further discussed below.

The California Energy Commission is authorized to evaluate rate policies for electric energy as
related to the goals of the Energy Resources Conservation and Development Act and to make
recommendations to the Governor, the Legislature and publicly owned electric utilities.

CONSTITUTIONAL CHANGES IN CALIFORNIA

Proposition 218, a State ballot initiative known as the “Right to Vote on Taxes Act,” was
approved by the voters of the State of California on November 5, 1996. Proposition 218 added Articles
XIIIC and XIID to the State Constitution. Article XIIID creates additional requirements for the
imposition by most local governments (including the Indenture Group A Participants) of general taxes,
special taxes, assessments and “property-related” fees and charges. Article XIIID explicitly exempts fees
for the provision of electric service from the provisions of such article. Nevertheless, Proposition 218
could indirectly affect some California municipally-owned electric utilities. For example, to the extent
Proposition 218 reduces a city’s general fund revenues, that city could seek to increase the transfers from
the electric utilities of that city to the city’s general fund.

Article XIIIC expressly extends the people’s initiative power to reduce or repeal previously-
authorized local taxes, assessments, and fees and charges. The terms “fees and charges” are not defined
in Article XIIIC, although the California Supreme Court held in Bighorn-Desert View Water Agency v.
Verjil, 39 Cal. 4th 205 (2006), that the initiative power described in Article XIIIC may apply to a broader
category of fees and charges than the property-related fees and charges governed by Article XIIID.
Moreover, in the case of Bock v. City Council of Lompoc, 109 Cal. App. 3d 52 (1980), the Court of
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Appeal determined that electric rates are subject to the initiative power. Thus, even electric service
charges (which are expressly exempted from the provisions of Article XIIID) might be subject to the
initiative provision of Article XIIIC, thereby subjecting such fees and charges imposed by each
Participant to reduction by the electorate. However, NCPA and the Indenture Group A Participants
believe that even if the electric rates of any Indenture Group A Participants are subject to the initiative
power, under Article XIIIC or otherwise, their respective electorates would be precluded from reducing
electric rates and charges in a manner adversely affecting the payment of the Issue One 2010 Series
Bonds by virtue of the “impairments clause” of the United States Constitution.

Articles XIIIC and XIIID were adopted as measures that qualified for the ballot pursuant to
California’s initiative process. From time to time, including presently, other initiatives have been, and
could be, proposed, and if qualified for the ballot, could be adopted affecting NCPA’s and/or the
Indenture Group A Participants’ revenues or operations. Neither NCPA nor the Indenture Group A
Participants can predict the nature or impact of these measures or their likelihood of qualification for the
ballot or passage.

DEVELOPMENTS IN THE ENERGY MARKETS
Background; California Electric Market Deregulation

In 1996, California partially deregulated its electric energy market. As a consequence of the
partial deregulation, the California IOUs sold a large portion of their generation resources and began to
purchase significant amounts of electricity on a spot basis in the organized markets. During portions of
2000 and 2001, the market price of electricity in California went through significant fluctuations; the
impacts of these market dislocations are well documented.

A number of state and federal proceedings began as a result of the market dysfunction of 2000
and 2001. These included investigations into alleged market manipulation, which for the most part have
either ended or are in the final appellate stages. Other proceedings are ongoing, such as litigation at
FERC regarding the need for refunds due to the alleged overcharging for the sale of electricity (which
proceedings initially included sales by municipal utilities but were dismissed for lack of jurisdiction) (the
“Refund Cases”). Although it was ultimately found that FERC lacked jurisdiction to order refunds for
alleged overcharging by non-jurisdictional entities, several plaintiffs have pursued remedies in state and
federal courts based on a contract and quasi-contract theory. See “LITIGATION—California Energy
Market Refund Dispute and Related Litigation” herein for a discussion of the Refund Cases. While
NCPA has settled with the plaintiffs in that related litigation, and that settlement has been approved by
FERC, there are still some claims by others at FERC that may not be resolved thereby. While those
claims are considered by NCPA to be lacking in merit, neither NCPA nor the Indenture Group A
Participants are able to provide assurance of that result until those proceedings are concluded.

During 2000 and 2001, California experienced extreme fluctuations in the prices and supplies of
natural gas and electricity in much of the State. While there has been some progress in addressing these
issues, uncertainty remains. There has been great volatility in the cost of natural gas, which is the fuel
source for many of California’s electric generating units. As a result of the foregoing and other factors,
no assurance can be given that measures undertaken during the last several years, together with measures
to be taken in the future, will prevent the recurrence of shortages, price volatility or other energy
problems that have adversely affected the Indenture Group A Participants and California electric utilities
in the past. See, however, “OTHER FACTORS AFFECTING THE ELECTRIC UTILITY
INDUSTRY—ISO FERC Filings—Resource Adequacy Requirements” herein.
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Climate Change Related State Legislation

A number of bills affecting the electric utility industry have been introduced or enacted by the
California Legislature. In general, these bills provide for greenhouse gas emission standards and greater
investment in energy-efficient and environmentally friendly generation alternatives through more
stringent renewable resource portfolio standards. The following is a brief summary of certain of these
bills.

Greenhouse Gas Emissions. On June 1, 2005, the Governor signed Executive Order S-3-05,
which placed an emphasis on efforts to reduce greenhouse gas emissions by establishing statewide
greenhouse gas reduction targets. The targets are: (i) a reduction to 2000 emissions levels by 2010; (ii) a
reduction to 1990 levels by 2020; and (iii) a reduction to 80% below 1990 levels by 2050. The Executive
Order also called for the California Environmental Protection Agency to lead a multi-agency effort to
examine the impacts of climate change on California and develop strategies and mitigation plans to
achieve the targets. On April 25, 2006, the Governor also signed Executive Order S-06-06 which directs
the State to meet a 20% biomass utilization target within the renewable generation targets of 2010 and
2020 for the contribution to greenhouse gas emission reduction.

The Governor signed Assembly Bill 32, the Global Warming Solutions Act of 2006 (the
“GWSA”), which became effective as law in 2007. The GWSA prescribes a statewide cap on global
warming pollution with a goal of reaching 1990 greenhouse gas emission levels by 2020. In addition, the
GWSA establishes a mandatory reporting program for all IOUs, municipal utilities and other load-serving
utilities to inventory and report greenhouse gas emissions to the California Air Resources Board
(“CARB”) and requires CARB to adopt regulations for significant greenhouse gas emission sources
(allowing CARB to design a “cap-and-trade” system) and gives CARB the authority to enforce such
regulations beginning in 2012. On December 11, 2008, CARB adopted a “scoping plan” to reduce
greenhouse gas emissions which includes a mixed approach: market structures, regulation, fees and
voluntary measures. The scoping plan includes a cap-and-trade system that covers 85% of all California
greenhouse gas emissions and will be implemented in coordination with the Western Climate Initiative
regime, which is a regional zone consisting of seven states and three Canadian provinces that is in the
process of establishing a greenhouse gas trading framework.

On November 24, 2009, CARB released a Preliminary Draft Regulation for a California Cap and
Trade Program for public review and comment. By September 2010, CARB is anticipating that its 45-
day public review period for the regulation will commence and that CARB will consider the final draft at
its October 2010 meeting. The timeline set by CARB to develop, finalize and begin implementation of
the cap and trade regulation indicates that the program is scheduled to be launched by the GWSA
deadline of January 1, 2012.

In addition to the GWSA, Senate Bill 1368 also became effective as law in 2007 and provides for
an emission performance standard, restricting new investments in baseload fossil fuel electric generating
resources that exceed the rate of emissions for greenhouse gases for existing combined-cycle natural gas
baseload generation and seeks to allow the CEC to establish a regulatory framework necessary to enforce
the greenhouse gas emission performance standard for publicly-owned utilities. The CPUC has the
similar responsibility for the IOUs. The revised proposed CEC regulations were approved by the Office
of Administrative Law on October 16, 2007.

The regulations promulgated by the CEC prohibit any investment in baseload generation that
does not meet the emission performance standard of 1,100 pounds of CO2 per MWh of electricity, with
limited exceptions for routine maintenance, requirements of pre-existing contractual commitments, or
threat of significant financial harm.
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Additionally, Assembly Bill 1925, signed by the Governor on September 26, 2006, requires the
CEC to develop a cost effective strategy for the geologic sequestration and management of industrial
carbon dioxide.

Legislation regarding greenhouse gas emissions will impact all California electric utilities as the
State begins to reduce its reliance on coal-fired generation. The Indenture Group A Participants are
committed to renewable energy, demand side management and energy efficiency, however, it is widely
recognized that there will still be a large demand for traditional, baseload fossil power plants in order to
meet projected load growth. Currently there is a ban in California prohibiting the development of nuclear
power plants until there is a permanent storage solution for spent fuel rods. Large hydroelectric plant
development is also unlikely to occur in California as a result of resistance from environmental interests.
Since the greenhouse gas performance standards established under SB 1368 have the effect of prohibiting
new coal-fired power resources, natural gas-fired, combined cycle power plants would appear to be the
primary viable option for fossil fuel based baseload power plant development absent the implementation
of new technologies in connection with other resource options. The reliance on a single fuel source will
continue to put pressure on the already volatile natural gas market in the United States. However, the
Indenture Group A Participants that have significant reliance on natural gas have taken actions to manage
their respective exposure to natural gas price fluctuations.

Santa Clara and Lodi, among other Indenture Group A Participants, have each signed a set of
principles through the California Municipal Utilities Association (“CMUA”) in an effort to meet the
State’s greenhouse gas reduction targets.

Energy Procurement and Efficiency Reporting. Senate Bill 1037, signed by the Governor on
September 29, 2005, requires that each municipal electric utility, including the Indenture Group A
Participants other than BART, prior to procuring new energy generation resources, first acquire all
available energy efficiency, demand reduction, and renewable resources that are cost effective, reliable
and feasible. Senate Bill 1037 also requires each municipal electric utility to report annually to its
customers and to the CEC its investment in energy efficiency and demand reduction programs. Further,
California Assembly Bill 2021 (“AB 2021”), signed by the Governor on September 29, 2006, requires
that the publicly-owned utilities establish, report, and explain the basis of the annual energy efficiency
and demand reduction targets by June 1, 2007 and every three years thereafter for a ten-year horizon.
Future reporting requirements under AB 2021 include: (i) the identification of sources of funding for the
investment in energy efficiency and demand reduction programs; (ii) the methodologies and input
assumptions used to determine cost-effectiveness; and (iii) the results of an independent evaluation to
measure and verify energy efficiency savings and demand reduction program impacts. The information
obtained from the local publicly-owned utilities is being used by the CEC to present the progress made by
the publicly-owned utilities on the State’s goal of reducing electrical consumption by 10% in ten years
and amelioration with the greenhouse gas targets presented in Executive Order S-3-05 enacted by the
Governor on June 1, 2005. In addition, the CEC will provide recommendations for improvement to assist
each local publicly-owned utility in achieving cost-effective, reliable, and feasible savings in conjunction
with the established targets for reduction.

Renewable Portfolio Standards. In September 2002, the California Legislature enacted and the
Governor signed into law Senate Bill 1078 (“SB 1078”). SB 1078 requires that the IOUs adopt a
Renewable Portfolio Standard (“RPS”) to meet a minimum of 1% of retail energy sales needs each year
from renewable resources and to meet a goal of 20% of their retail energy needs from renewable energy
resources by the year 2017. SB 1078 also directed the State’s municipal electric utilities to implement
and enforce an RPS that recognizes the intent of the Legislature to encourage development of renewable
resources, taking into consideration the impact on a utility’s standard on rates, reliability, financial
resources, and the goal of environmental improvement. On September 26, 2006, the Governor signed
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Senate Bill 107 into law, which requires IOUs to have 20% of their electricity come from renewable
sources by 2010 and prescribes that municipal utilities meet the intent of the legislation. See
“APPENDIX B — SELECTED INFORMATION RELATING TO THE INDENTURE GROUP A
SIGNIFICANT SHARE PARTICIPANTS” hereto for information regarding Santa Clara’s and Lodi’s
adopted RPS.

On November 17, 2008, Governor Arnold Schwarzenegger signed Executive Order S-14-08.
Among other things, Executive Order S-14-08 provides that the RPS target established for California
shall require retail electricity sellers to serve 33% of their loads with eligible renewable energy resources
by 2020. On September 15, 2009, the Governor signed Executive Order S-21-09. Executive Order S-21-
09 provides, among other things, that CARB is to establish a regulation consistent with the 33% RPS
target established in Executive Order S-14-08 by July 31, 2010 and that CARB work with the CEC and
CPUC to ensure that such regulation will build upon the existing RPS program and will regulate all
California load serving entities, including publicly-owned utilities. In addition, Executive Order S-21-09
provides that CARB may delegate policy development and implementation to CEC and CPUC, that
CARB is to consult with California Independent System Operator and other balancing authorities on
impacts on reliability, renewable integration requirements and interactions with wholesale power markets
in carrying out the provisions of Executive Order S-21-09, and that CARB is to establish the highest
priority for those resources with the least environmental costs and impacts on public health that can be
developed most quickly and that support reliable, efficient and cost-effective electricity system operations,
including resources and facilities located throughout the Western interconnection.

Since the implementation of Senate Bill 1078, the CPUC and the CEC have taken a number of
actions that have had an impact on the renewable energy goals set by the legislation. In order to
overcome the challenges associated with meeting accelerated RPS goals, the CPUC and the CEC
supported the implementation of a renewable energy certificate (“REC”) trading system to meet the
accelerated RPS goals. SB 107 allows this flexibility, with the condition that the energy is delivered to an
in-state trading hub. In parallel, pursuant to Senate Bill 1078, the CEC, collaboratively with the Western
Governors’ Association and the Western Electricity Coordinating Council, has established the Western
Renewable Energy Generation Information System (“WREGIS”), which is expected to ensure the
integrity of RECs and prevent the double counting of the certificates. The electronic tracking system
became operational in 2007. On October 29, 2008, a CPUC Administrative Law Judge in Rulemaking
06-02-012 issued a proposed decision, which if approved by the CPUC, would authorize the use of
WREGIS in tracking, and approve the purchase and sale of, tradable renewable energy credits for the
investor-owned utilitiecs. NCPA and the municipal utility Indenture Group A Participants have been
monitoring the development of the WREGIS and remain involved in stakeholder activities in order obtain
the necessary information to evaluate the necessary requirements and costs, once finalized, for in-state
and out of state renewable product purchases and compliance benefits for participating in the electronic
tracking system.

Solar Power. On August 21, 2006, the Governor signed into law California Senate Bill 1 (“SB
1”) (also known as the “Million Solar Roofs Initiative”). This legislation would require municipal
utilities to establish a program supporting the stated goal of the legislation to install 3,000 MW of
photovoltaic energy in California. Municipal utilities are also required to establish eligibility criteria in
collaboration with the CEC for the funding of solar energy systems receiving ratepayer funded incentives.
The legislation gives a municipal utility the choice of selecting an incentive based on the installed
capacity, starting at $2.80 per watt, or based on the energy produced by the solar energy system,
measured in kilowatt-hours. Incentives would be required to decrease at a minimum average rate of 7%
per year. Municipal utilities also have to meet certain reporting requirements regarding the installed
capacity, number of installed systems, number of applicants, amount of awarded incentives and the
contribution toward the program’s goals.
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Each municipal utility Indenture Group A Participants is meeting the requirements of SB 1
through their own incentive programs that meet the incentive level for the technology as stipulated under
the legislation.

Future Regulation

The electric industry is subject to continuing legislative and administrative reform. States
routinely consider changes to the way in which they regulate the electric industry. Recently, both further
deregulation and forms of additional regulation have been proposed for the industry, which has been
highly regulated throughout its history. NCPA and the Indenture Group A Participants are unable to
predict at this time the impact any such considerations will have on the operations and finances of the
Indenture Group A Participants, the Lodi Energy Center or the electric utility industry generally.

Impact of State Developments on NCPA and the Indenture Group A Participants

The effect of these developments in the California energy markets on NCPA and the Indenture
Group A Participants cannot be fully ascertained at this time. Volatility in energy prices in California
may return due to a variety of factors which affect both the supply and demand for electric energy in the
western United States. These factors include, but are not limited to, the adequacy of generation resources
to meet peak demands, the availability and cost of renewable energy, the impact of greenhouse gas
emission legislation and regulations, fuel costs and availability, weather effects on customer demand,
transmission congestion, the strength of the economy in California and surrounding states and levels of
hydroelectric generation within the region (including the Pacific Northwest). See “OTHER FACTORS
AFFECTING THE ELECTRIC UTILITY INDUSTRY” herein. This price volatility may contribute to
greater volatility in the Indenture Group A Participants’ costs and revenues from the sale (and purchase)
of electric energy and, therefore, could materially affect the financial condition of the affected Indenture
Group A Participants. Each of the Indenture Group A Participants, individually and/or through joint
powers agencies in which it participates, undertakes resource planning activities and plans for its resource
needs in order to mitigate such price volatility and spot market rate exposure. For a discussion of each of
the Significant Share Participant’s current resource planning activities, see “Power Supply Resources—
Future Power Supply Resources” in each of the Significant Share Participant’s sections in “APPENDIX B
— SELECTED INFORMATION RELATING TO THE INDENTURE GROUP A SIGNIFICANT
SHARE PARTICIPANTS” hereto.

OTHER FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY

Federal Energy Legislation

EPAct 2005. On August 8, 2005, President Bush signed the Energy Policy Act of 2005 (“EPAct
2005”). EPAct 2005 expanded FERC’s jurisdiction to require municipal utilities that sell more than eight
million megawatt hours of energy per year to pay refunds under certain circumstances for sales into
organized markets. No municipal utility Indenture Group A Participant is able to predict when, if ever, its
sales of electricity would reach eight million megawatt hours, but none of them (nor NCPA in its capacity
as operator of the MSSA) meet that threshold requirement at this time. EPAct 2005 also provided for
mandatory reliability standards to increase system reliability and minimize blackouts, in addition to
criminal and civil penalties for manipulative energy trading practices. EPAct 2005 also required the
creation of an electric reliability organization (“ERO”) to establish and enforce, under FERC supervision,
mandatory reliability standards to increase system reliability and minimize blackouts. Failure to comply
with the mandatory reliability standards exposes a utility to significant fines and penalties by the ERO or
by FERC.
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NERC Reliability Standards. EPAct 2005 required FERC to certify an ERO to develop
mandatory and enforceable Reliability Standards, subject to FERC review and approval. The Reliability
Standards apply to users, owners and operators of the Bulk-Power System, including NCPA and
potentially some of its Members, as more specifically set forth in each Reliability Standard. On February
3, 2006, FERC issued Order 672, which certified the North American Electric Reliability Corporation
(“NERC”) as the ERO. Many Reliability Standards have since been approved by FERC.

The ERO or the entities to which NERC has delegated enforcement authority through an
agreement approved by FERC (“Regional Entities”), such as the Western Electricity Coordinating
Council, may enforce the Reliability Standards, subject to FERC oversight, or FERC may independently
enforce Reliability Standards. Potential monetary sanctions include fines of up to $1 million per violation
per day. Order 693 further provided the ERO and Regional Entities with the discretion necessary to
assess penalties for such violations, while also having discretion to calculate a penalty without collecting
the penalty if circumstances warrant. On March 18, 2010, FERC issued a Policy Statement on Penalty
Guidelines, which appears to envision the option of more serious penalties than would be imposed by
NERC. NERC and a significant part of the industry have challenged that Policy Statement and several
other orders issued the same day with respect to reliability. FERC has suspended the effectiveness of the
policy in order to receive comments.

ISO FERC Filings

Market Redesign and Technology Upgrade. On February 9, 2006, the ISO filed with FERC the
first set of tariff language to implement its FERC-ordered overhaul of the ISO markets. After many
amendments and modifications, the ISO implemented MRTU on April 1, 2009.

So far, NCPA has identified a number of billing and settlement issues which have been raised
with the ISO as part of the process. However, the impacts to date have been manageable.

The ISO’s market redesign included a move to locational marginal pricing (“LMP”), with prices
to load assessed based on the aggregated costs of power, transmission congestion and losses to serve all
load within fairly large zones. The FERC has ordered the ISO to increase the granularity of its LMP
zones, which may affect costs for some NCPA Indenture Group A Participants. The ISO has already
begun a stakeholder process on this issue, but at this point it is too early to anticipate what the proposal
will look like, or to estimate its cost impacts.

No adequate assurances can be given by NCPA that unforeseen events will not occur under
MRTU or under various proposed amendments to the basic MRTU framework; thus, it is impossible to
predict at this time the ultimate impact of MRTU on NCPA, the Indenture Group A Participants and the
California electric utility industry generally.

Resource Adequacy Requirements. The ISO Tariff exempts load-following Metered Subsystems
(“MSSs”) such as NCPA from most of the ISO Tariff resource adequacy provisions, and the tariff also
provides significant deference to the local governing boards of municipal and cooperative entities in
establishing qualifying reliability standards. As a result, the initial impacts of the Resource Adequacy
Program on the Indenture Group A Participants that serve their loads through the Metered Subsystem
Aggregator (“MSSA”) agreement were manageable. In general, Santa Clara (which has a separate MSS
with the ISO), and which also operates within the ISO as a load-following MSS, was also minimally
impacted by the change. The ISO has subsequently expanded upon its initial resource adequacy
requirements, in particular by adding local capacity requirements to make certain that sufficient
generating capacity is procured in particular areas where it is lacking. The local capacity requirements
apply to MSS entities. To the extent that an LSE fails to meet such a requirement, it is subject to payment
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of ISO procurement costs of replacement capacity. To the extent that a shortfall cannot be attributed to a
specific LSE, the costs will be spread as market uplift. These risks will apply in the same manner to all
LSEs.

Finally, the CPUC is currently studying the possibility of meeting future capacity needs by either
extending the existing Resource Adequacy program with some modification, or by instituting centralized
capacity markets. It is premature to predict the outcome of that proceeding, though it is likely that any
outcome will be extended to all LSEs through the ISO tariff. While either path carries some risk of
increased costs for the market, NCPA and the Indenture Group A Participants are unable to predict at this
time the impact of any future decisions on the Indenture Group A Participants and the California electric
utility industry generally.

Environmental Issues

Electric utilities are subject to continuing environmental regulation. Federal, state and local
standards and procedures which regulate the environmental impact of electric utilities are subject to
change. These changes may arise from continuing legislative, regulatory and judicial action regarding
such standards and procedures. Consequently, there is no assurance that NCPA or any Indenture Group A
Participant facility or project will remain subject to the laws and regulations currently in effect, will
always be in compliance with future laws and regulations or will always be able to obtain all required
operating permits. An inability to comply with environmental standards could result in additional capital
expenditures, reduced operating levels or the shutdown of individual units not in compliance. In addition,
increased environmental laws and regulations may create certain barriers to new facility development,
may require modification of existing facilities and may result in additional costs for affected resources.
NCPA cannot predict at this time whether any additional legislation or rules will be enacted that will
affect its operations, and if such laws or rules are enacted, what the cost to it might be in the future
because of such actions.

Global Climate Change

Carbon dioxide (CO,), a major constituent of emissions from fossil-fuel combustion, and other
greenhouse gases (“GHGs”) are generally believed to be linked to global warming resulting in climate
change. Control of such emissions is the subject of debate in the United States, on local, state and
national levels. In the United States, no federal legislation limiting GHG emissions has yet been enacted,
but there have been significant developments relating to monitoring and regulation of GHG emissions by
EPA, certain state governments and regional governmental organizations. In addition, the United States
Congress is considering federal legislation that could impose a cap-and-trade system or other measures to
reduce GHG emissions, such as a carbon tax.

EPA Regulatory Action under the Clean Air Act

On April 2, 2007, the United States Supreme Court issued a decision in Massachusetts v. EPA
holding that GHG emissions are “air pollutants” under the federal Clean Air Act, thereby requiring EPA
to determine whether GHGs pose a threat to public health and welfare. On December 15, 2009, EPA
published the final rule for the “endangerment finding” under the Clean Air Act. In the finding, EPA
declared that the six identified GHGs - CO,, methane, nitrous oxide, hydrofluorocarbons,
perfluorocarbons, and sulfur hexafluoride — cause or contribute to global warming, and that the effects of
climate change endanger public health or welfare by increasing the likelihood of severe weather events
and the other related consequences of climate change. The issuance of the “endangerment finding”
triggered the statutory requirement that EPA regulate emissions of GHGs as air pollutants from motor
vehicles. Such regulations were finalized on April 1, 2010, when EPA and the United States Department
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of Transportation issued a joint final rule imposing GHG emission standards on light-duty vehicles (cars
and light trucks). That regulation takes effect on January 2, 2011.

On March 29, 2010, EPA affirmed its position that air pollutants that are actually controlled
under any Clean Air Act program must be taken into account when considering permits issued under
other programs, such as the Prevention of Significant Deterioration (“PSD”) Permit Program or Title V
Permit Program. A PSD permit is required before commencement of construction of new major
stationary sources or major modifications of such sources and contain requirements including but not
limited to the application of Best Available Control Technology (known as “BACT”). Title V permits
must be applied for within one year of the date a source becomes subject to the program. Title V permits
are operating permits for major sources that consolidate all Clean Air Act requirements (arising, for
example, under the Acid Rain, New Source Performance Standards, National Emission Standards for
Hazardous Air Pollutants, and/or PSD programs) into a single document, provide for review of the
documents by EPA, state agencies and the public, and contain monitoring, reporting and certification
requirements.

As a result of the “actual control” determination, the effect of the new motor vehicle rule will be
to require the analysis of emissions and contro