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FORM
OF
LIMITED LIABILITY COMPANY OPERATING AGREEMENT
FOR
TRANSCONNECT LLC

ThisLimited Liability Company Agreement (this "Agreement") of
TRANSCONNECT LLC (the "Company") is made and entered into as of this____ day
of , 2001 by and among TRANSCONNECT CORPORATE MANAGER,
INC., a Delaware corporation (the “Cerperate-Manager—);' Managing Member"), the
BtHity Members listed on Schedule B A attached hereto, and each Person (as defined
herein) who may be admitted from time to time as a member of the Company
(individually, a"Member" and collectively, the "Members').

RECITALS

WHEREAS, the Members desire to form the Company in accordance
with the provisions of the Delaware Limited Liability Company Act, asin effect on
the date hereof, and as it may be amended from time to time (the "Act"), and desire to
enter into awritten agreement pursuant to the Act governing the affairs of the
Company and the conduct of its business.

NOW THEREFORE, in consideration of the mutual representations,

warranties, covenants and agreements contained herein, the Membe's agree as follows:

ARTICLE 1
Definitions

"Act" means the Delaware Limited Liability Company Act, asin effect
on the date hereof, and as it may be amended from time to time.
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"Approval Terms' means the provisions of Sections 6.2, 8.5, 9.6, 10.6,
11.2, and 11.3 and Article 13 of this Agreement, including the applicable defined
terms used in such provisions.

"Asset Value Percentage" with respect to each Participant, shall be
equal to the ratio of the Net Book Value of such Participant's Transmission Assets as

of the date such Participant became a Participant over the aggregate Net Book Values
of all the Participants Transmission Assets as of the respective dates each such

Participant became a Participant, and shall be reflected on Schedule B, which shall be
revised from timeto time in accordance with this Agreement.

"Assigning Member" has the meaning set forth in Section 10.2(a)

hereof.

"Book Tax Value", with respect to any asset ef owned by or contributed
or sold to the Company, means

1) theinitial Book Tax Value of any asset Transmission Asset contributed
by-a-Member or sold to the Company onrthe- date-hereof-as-an-Hitial
Capital-Centribution(x) on or prior to the Initial Divestiture Date, and
(y) by a Person that became a Participant on or prior to the Initial
Participant Dateshall equal the Net Book Value of such asset
Transmission Asset; and, theinitial Book Tax Value of any asset
Transmission Asset contributed by-atvember or sold to the Company
(x) on er adate after thedate—heFeef—as—eH-l-ﬁr&al—eapﬁal—eeﬂmbuﬂen
Initial Divestiture Date or (y) by a Person that becomes a Participant
after the Initid Participant Dateshall equal the fair market value of
such asset Transmission Asset, as agreed to by such Member
Participant and the Managing Member (which fair market value may be
either greater or less than Net Book Value);

(i)  theinitial Book Tax Vaue of any asset acquired (other than by means
of aCapital-Contribution-by-alvember) contribution or sale by a
Participant) or created by the Company shall equal the adjusted tax
basis of such asset for U.S. Federal income tax purposes;

(iii)  the Book Tax Values of all Company assds (including intang ble assets
such as goodwill) shall be adjusted by the Tax Matters Partner to equal
their respective fair market values as of the following times (each a
"Revaluation Event"):
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@ the aeguisitron-ef-an contribution or sale of any additional
taterestr-the-Company-by-any Transmission Assets by a new
or existing Members Participant in exchange for a-Capttal
Centribution: LL C Interests or as credit for an advance under a
Convertible Note;

(b) the distribution by the Company to a Member of money or
Company property as consideration for an LLC Interest in the
Company; and

(© the liquidation of the Company within the meaning of
Regulations seetien Section 1.704-1(b)(2)(iv)(f)(5)(ii);

provided, however, that adjustments pursuant to clauses(a) and (b) above shall
be made only if the Tax Matters Partner reasonably determines that such
adjustments are necessary or appropriate to reflect the relative economic
interests of the Membersin the Company;

(iv)  theBook Tax Values of all Company assds (including intang ble assets
such as goodwill) shall be adjusted to reflect any adjustments to the
adjusted basis of such assets pursuant to Code sections 734(b) or
743(b), but only to the extent that such adjustments are required to be
taken into account in determining Capital Accounts pursuant to
Regulations section 1.704-1(b)(2)(iv)(m); provided, however, that
Book Tax Values shall not be adjusted pursuant to this subsection (iv)
to the extent that the Tax Matters Partner determines that an adjustment
pursuant to subsection (iii) is necessary or appropriate in connection
with atransaction that would otherwise result in an adjustment pursuant
to this subsection (iv); and

(v) if the Book Tax Value of an asset has been determined or adjusted
pursuant to subsection (i), (ii), (iii) or (iv) above, such Book Tax Vaue
shall thereafter be adjusted by the Depreciation taken into account with
respect to such asset for purposes of computing Profits and L osses and
other items allocated pursuant to Article 5 hereof.

The foregoing definition of Book Tax Vaueisintended to comply with the provisions

of Regulations section 1.704-1(b)(2)(iv) and shall be interpreted and applied
consistently therewith.
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"Business Day" means any day (other than a day which is a Saturday,
Sunday or federal holiday in the United States).

"Capital Account" means, for each Member, the capital account
maintained by the Company for such Member as described in Section 4.1.

"Capital Contribution" means the amount of feney cash and the initial

Book Tax Va ue ef-etherproperty-votuntarHy(as determined in clause (i) of the
definition theredf) of any Transmission Assets, in each case contributed by a Member

to the Company;+aetuding-Hnitial-Capttal-Contributions-and-Additronal and credited to
such Member's Capital Centributions Account in accordance with Articles il and IV.

"Code" means the Internal Revenue Code of 1986, as amended from
time to time or any successor statute A referenceto the Code shall bedeemed to
include any mandatory or successor provisions thereto.

"Company-Owned Asset" has the meaning provided in Section 3.6.

"Company-Owned |mprovement Budget" has the meaning provided in

Section 3.6.

"Conversion Notice" has the meaning provided in Section 3.9(c).

"Convertible Note' means the convertible note issued to a Debt Holder
in the form of Exhibit[ ] hereto.

"Debt Holders' means those Public Power Participants that have made
advances to the Company under a Convertible Note.

"Depreciation” means, for each Fiscal Year or part thereof, an amount
equal to the depreciation, amortization, or other cost recovery deduction allowable for
U.S. Federal income tax purposes with respect to an asset for such Fiscal Y ear or part
thereof, except that if the Book Tax Value of an asset differs from its adjusted basis for
U.S. Federal income tax purposes at the beginning of such Fiscal Y ear, the
depreciation, amortization, or other cost recovery deduction for such Fiscal Year or
part thereof shall be an amount which bears the same ratio to such Book Tax Value as
the U.S. Federal income tax depreciation, amortization, or other cost recovery
deduction for such Fiscal Y ear or part thereof bears to such adjusted tax basis. If such
asset has a zero adjusted tax basis the depreciation, amortization, or other cost
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recovery deduction for each taxable year shall be determined under a method
reasonably selected by the Tax Matters Partner.

"Economic Terms' means the provisions of Sections 2.7, 2.10, 2.11 and
2.12, Article 3, Article 4, Article5, Article 6, Sections 7.1(b), 7.2(d) and 7.3, Article
10, Article 11, Article 12 and Sections 14.7, 14.10 and 14.11, including the gpplicable
defined terms used in such provisions.

"EERC" means the Federal Energy Regulatory Commission, or any
successor entity thereto.

"Fiscal Year" means the fiscal year of the Company as defined in
Section 2.9 hereof.

"Formation Daté' means the date on which the term of the Company
shall commence as defined in Section 2.5 hereof.

"Functional Control" has the meaning provided in each of the
Transmission Management Agreements.

"GAAP" means United States generally acoepted accounting principles,
asin effect from time to time.

"Initial Capital Contribution” means any initial capital contribution

made-purstant to-Section-3-2-of thisAgreement: Divestiture Date' means the date two
years from the date hereof or such later date as may ay be determined by the Managing by the Managing

Member.

“nterest—means” | nitial Participant Date' means the date six months

from the date hereof or such later date as may be determined by the Managing
Member.

Contn but| ons or Debt HoI der S agar @ate advances under its Convert| ble Note, asthe

case may be, over the sum of (a) agaregate Capital Contributions of all Members and
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(b) agaregate advances under Convertible Notes of all Debt Holders, and shall be
reflected on Schedule B, which shall be revised from time to time in accordance with
aH-efthetermsof this Agreement.

"Liquidator" has the meaning set forth in Section 11.3 hereof.
"LLC Interests' has the meaning set forth in Section 3.1 hereof.

"Majority of the Members' means Members holding Voting Interests
and Members holding Non-Voting Interests collectively holding Percentage I nterests
representing more than seventy percent (70%) of the outstanding LLC Interestsin the
Company.

"Managing Member" meansthe-Cerperate-Manager has the meaning
set forth in the introductory paragraph hereof.

"Market Participant” means a Market Participant as defined in Order

No. 2000.

"Member and Stockholder Agreement” means that certain Member and
Stockholder Agreement dated as of , by and between the Members of
the Company, the holders of Class B Common Stock of the Cerperate-Manager;

Managing Member, and the Eerperate-Manager Managing Member.

"Net Book Value" of an-asset-centributed{orpropesedto-be
eeH{-H-buteeI)—by—a-MembeF(eFathe Transmlsson Assets of a Part icipant or prospective
h Participant

means (|) for thoseMembers Partl Ci Qants (or prospectlveMember) Participants) who
maintain their financial books and records in accordance with the FERC's Uniform

System of Accounts, the net book value of such asset as determined pursuant to the
FERC's Uniform System of Accounts, and (ii) for those Members Participants (or
prospective Members) Participants) who do not maintain their financial books and
records in accardance with the FERC's Uniform System of Accounts, the beg
reasonabl e estimate of the original cost of such asset, net of depreciation, as
determined in accordance with the FERC's Uniform System of Accounts.

"Non-Voting Interests' has the meaning set forth in Section 3.1 hereof.

"Order No. 2000" means Order No. 2000 and all supplements and
amendments thereto issued by the FERC.
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"Participant” means any Person that (a) contributes Transmission
Assets to the Company pursuant to Section 3.3 or (b) grants Functional Control over
its Transmission Asset to the Company pursuant to the Transmission Management

Agreement.

"Participant Service Territory lmprovements' has the meaning provided
in Section 3.7.

"Participant Service Territory Improvements Budget" has the meaning
provided in Section 3.7.

"Percentage Interest” means with respect to any Member, as of any
date, the ratio (expressed as a percentage) of such Member's Capital Account on such
date to the aggregate Capital Accounts of all Members on such date, such Capital
Accounts to be determined after giving effect to all contributions, distributions and
allocations for dl periods ending onor prior to such dae, which ratio shdl be set forth
on Schedule A B attached hereto following any such determination.

"Person" means any individual, corporation, partnership, Hmited
Habtity-eempany; joint venture, eerperation limited liability company, limited liability
partnership, association, joint-stock company, trust, unincorporated organization, or

other organization, whether or not alegal entity, and any governmental entity authority
or any department or agency thereof.

"Profits' or "Losses' means, for each Fiscal Y ear or part thereof, the
taxable income or loss of the Company for such Fiscal Year or part thereof determined
in accordance with Code section 703(a) (for this purpose, all items of income, gain,
loss or deduction required to be stated separately pursuant to Code section 703(a)(1)
shall be included in taxable income or loss), with the fdlowing adjustments

0 any income of the Company that is exempt from federal income tax
shall be added to such taxable incomeor loss;

(i)  any expenditures of the Company described in Code section
705(a)(2)(B) of the Code or treated as such pursuant to Regulations
section 1.704-1(b)(2)(iv)(i) shall be subtracted from such taxable
income or loss,

(iii)  any depreciation, amortization and other cost recovery deductions
allowable for federal income tax purposes for such fiscal year shall be
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computed using Depreciation with reference to the Book Tax Value of
the assets as reported for Capital Account purposes as opposed to the
adjusted tax bases of such assets, in computing such taxable income or
loss;

(iv)  gainor lossresulting from any disposition of Company propety with
respect to which gain or lossis recognized for federal income tax
purposes shall be computed with reference to the Book Tax Value of
the property disposed of, rather than the adjusted tax basis of such

property;

(v) in the event the Book Tax Value of any Company asset is adjusted
pursuant to subsection (iii) or (iv) of the definition of Book Tax Value,
the amount of such adjustment shall be taken into account as gain or
loss from the disposition of such asset for purposes of computing
Profits and L osses, and

(vi)  totheextent an adjustment to the adjusted tax basis of any Company
asset pursuant to Code sections 734(b) or 743(b) is required to be taken
into account in determining Capital Accounts pursuant Regulations
section 1.704-1(b)(2)(iv)(m)(4) as aresult of adistribution other than in
liquidation of a Member'sHaterest LL C Interests, the amount of such
adjustment shall be treated as an item of gain (if the adjustment
increases the basis of the asset) or loss (if the adjustment decreases the
basis of the asset) from the disposition of the asset and shall be taken
into account for purposes of computing Profits or Losses

"Public Power Participant" means each Participant that, in the opinion

of counsel to said Person, is not permitted by its corporate charter or applicable legal
or other binding requirements to hold equity in afor-profit entity.

"Regulations” means the regulations promulgated under the Code by
the Department of the Treasury, & such regulationsmay be amended from time to
time.

"RTQO" means a RTO as defined by Order No. 2000.

"RTO West" means a Washington nonprofit corporation formed to
function asa RTO as defined by Order No. 2000.
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"Service Territory" means, with respect to each Participant that has
placed Transmission Assets under the Functional Control of the Company, such
territory as defined in the relevant Transmission Management Agreement.

"Service Territory Participant” has the meaning provided in Section

[98]
~

" Standards of Conduct" means the Standards of Conduct applicable to

the Cerperate-Manager Managing Member and the Company, as approved by the
FERC and in effect from time to time.

" Substitute Member" means a Person who has become a substitute
Member pursuant to Section 10.4 hereof.

"Tax Matters Partner" has the meaning set forth in Section 7.3 hereof.

"Term Note' means the term note issued to a Debt Holder upon
conversion of its Convertible Note pursuant to Section 3.9(c) and in the form of

Exhibit [ ] hereto.

"Transfer" means any sale, assignment, gift, hypothecation, pledge,
encumbrance, aienation, mortgage or other disposition, whether voluntary or by
operation of law (other than a transfer which may arise by reason of death or incapeci-
ty), of an LLC Interest or any portion thereof; provided, however, that for purposes of
this Agreement, a Transfer shall not include the reduction of a Member's Percentage
Interest as a result of another Person making a Capital Contribution upon becoming a
Member or Members making any Capitd Contributions other than on a pro ratabasis
to all Members Percentage | nterests or the conversion of an LLC Interest or any

portion thereof pursvantte-Sectton-3-4-hereof.

"Transferee" means a purchaser, transferee, assignee (other than
assignees for purposes of collateralizing a Member's |oan) or any other Person who
takes acquires or holds, in accordance with the terms of this Agreement, an LLC Inter-
est in the Company.

“UtHity-Member-means-each-of the-entitiestisted-en’ Transmission
Assets' has the meaning sd forth in Schedule B-attached E hereto.

"Transmission Management Agreement” means the transmission
management agreements entered into by the Company and each Participant that has
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granted Functional Control, but not divested, its Transmission Assets to the Company,
and which shall each be of a common form and contain terms and conditions that are
identical in all maerial respects

"Voting Interests' has the meaning set forth in Section 3.1 hereof.

"Working Capital" means the working capital requirements of the
Company as determined by the Managing Member for costs and expenses incurred by
the Company, including in connection with the formation, devel opment, operation and
implementation of the Company and its management and/or ownership of
Transmission Assets owned by the Company or over which it exercises Functional
Control, but not the costs and expensesof any individual Participant.

ARTICLE 2
The Limited Liability Company

2.1  Formation. The Members have formed the Company as a limit-
ed liability company pursuant to the provisions of the Act and in accordance with the
further terms and provisions hereof. On , 2001, the Certificate of Formation
of the Company wasfiled with the Secretary of State of the State of Delaware in
conformity with the Act. Each of the Members shall execute or cause to be executed
from time to time all ather instruments, certificates, notices and documents, and shall
do or cause to be done al such filing, recording, publishing and other acts, in each
case, as may be necessary or appropriate from time to time to comply with all applica-
ble requirements for the formation and/or operation and, when appropriate,
termination of alimited liability company in the State of Ddaware and all ather juris-
dictions where the Company shall desire to conduct its business.

2.2  Name. The name of the Company shall be "TransConnect
LLC" and its business shall be carried on in this name with such variations and
changes as are necessary to comply with the requirements of the jurisdictions in which
the Company's operations are conducted.

2.3  Business Purpose. The purpose of the Company isto hold and
operate certain transmission assets as a participant in the RTO West and, subject to the
approval of the Members as may be required under this Agreement, to engage in or
transact any other lawful act or activity or business for which a limited liability
company may be formed under the Ad; provided, however, that in no event shall the
Company engage in or transact any activity or business that would result in the
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Company not being in compliance with Order No. 2000 and dl applicable
requirements of such rules and orders as the FERC may now or hereafter issue which
are applicable to the Company; and provided further, that the Company shall not be a
Market Participant and shall at no time hold, directly or indirectly, any interest in a
Market Participant in the RTO West or in any other RTO in which any Member, or
any Affiliate of any Member, isaMarket Participant. The Company shall possess and
may exercise all the powers and privileges granted by the Act or by any other law or
by this Agreement, together with any powers incidental thereto, insofar as such powers
and privileges are necessary or convenient to the conduct, promotion or attainment of
the business purpases or activities of the Company as described in the immediately
preceding sentence.

24  Registered Olffice and Agent. The registered office of the
Company in the State of Delaware and its registered agent for service of process on the
Company in the State of Delaware shall be as set forth in the Certificate of Formation
of the Company, as filed with the Secretary of State of the State of Delaware, as the
same may be amended from time to time.

25  Term. Theterm of the Company shall commence on the date
and time of thefiling of the Certificate of Formation of the Company with the office of
the Secretary of State of the State of Delaware (the "Formation Date") and shall con-
tinue until dissolved and liquidated in accordance with Article 11 hereof.

2.6  Principal Office and Places of Business. The mailing address
and the street address of the principal office of the Company shall be located in the
State of [ |, as determined by the Managing Member. The Company may
from time to time have such other place or places of business within or without the
State of Delaware as the Managing Member may deem advisable.

2.7  Title to Company Property. No real or other property of the
Company shall be deemed to be owned by any Member individually. Legal titleto all
property of the Company shall be held and conveyed in the name of, and vested solely
in, the Company. Each Member'sLLC Interest in the Company shall constitute
personal property.
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2.8  The Members. The name, address and facsimile number and
Pereentage-tnterest of each Member is set forth on Schedule A attached hereto, which

Schedule A shall be updated, from time to time, asprevided-underthis-Agreement

following the joinder or withdrawal of Members.

29  Fiscal Year. Unlessthe Tax Matters Partner shdl at any time
otherwise determine in accordance with Code section 706, the fiscal year of the
Company shall be the Cerperate-Manager's Managing Member's taxable year, which
ends on [December 31], and the initial Fiscal Y ear of the Company shall commence on
the Formation Date and end on [December 31, 200 ].

2.10 No State Law Partnership. The Members agree to form a
limited liability company and intend that the Company not be a partnership (including
alimited partnership) or joint venture under the laws of the State of Delaware or any
other laws and that no Member be a partner or joint venture of any other Member for
any purpose; provided, however, that to the extent permitted by applicable law, the
Company shall be treated as a partnership for federal, state and local income tax
purposes. This Agreement shall not be construed in any manner that is inconsistent
with the foregoing.

211 No Liability of Members. All debts, obligations and liabilities
of the Company, whether arising in contract, tort or otherwise, shall be solely the
debts, obligations and liabilities of the Company. No Member shall have any ligbility
for the debts, obligations or liabilities of the Company solely by reason of being a
Member, and no Member shall have any liability for the debts, obligations or liabilities
of any other Member.

2.12  Acquisition of and Functional Control Over Transmission
Facitittes Assets. In order for the Company to acquire ownership of ereperational
eontrol-over-transmissronfacHities, or Functional Control over, Transmisson Assets
covering the widest possible area, the Managing Member, on behalf of the Company,
shall have the authority to acquire ownership of eretherwise-obtain-operational
eontrol-overtransmissienfactities_or Functional Control over, Transmisson Assets
owned by others either through an agreement of sale, alease, a Transmission
Management Agresment, an operating agreement or any other device allowing the
transfer of ownership or eperational-controt-of-transmtssion-facttties Functional
Control of Transmission Assetsto the Company. TheManaging M ember, on behalf
of the Company, may acquire or otherwise obtain ownership or eentret Functional

Control over additional transmissienrfacHittesttheforegerng-manner Transmission Transmission
Assets without the approval of the Members (but subject to the Managing Member's
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fiduciary duty to the Members as set forth in Section 9.1(b) hereof); provided,
however, that no Person shall be admitted as a Member of the Company, nor shall any
LLC Interests in the Company be issued, in connection with any of the foregoing,
except in strict compliance with the provisions of Article 3 of this Agreement.
Notwithstanding anything contained herein to the contrary, the provisions of this
Section 2.12 shall be subject, at all times, to the provisions of Section 8.5 of this
Agreement.

2.13 Representations and Warranties of the Members. Each Member
represents and warrants that:

@ It isduly organized, validly existing and in good
standing under the laws of the state of its organization,

(b) It has all requisite power and authority to enter into this
Agreement; the execution and delivery by such Member of this Agreement and the
consummation by such Member of the transactions contemplated hereby have been
duly authorized by all necessary and appropriate action on the part of such Member;
and this Agreement has been duly and validly executed and delivered by such Member
and constitutes (assuming the due and valid execution and delivery of this Agreement
by the other Members), the legal, valid and binding obligations of each Member,
enforceable against each Member in accordance with its terms;

(©) Thereisno litigation pending or, to the best knowledge
of such Member, threatened against such Member which has a reasonable likelihood
of materialy and adversely affecting the operations, properties or business of the
Company or any of such Member's obligations under this Agreement;

(d) The execution, delivery and performance by such
Member of this Agreement will not result in a breach of any of the terms, provisions
or conditions of any agreement to which such Member isa party which hasa
reasonabl e likelihood of materially and adversely affecting the operations, properties
or business of the Company or such Member's obligations under this Agreement;

(e The execution and delivery by such Member of this
Agreement and the formation of the Company as alimited liability company does not
require any filing by it with, or approval or consent of, any governmentd authority
which has not already been made or obtained, except the filing of the Certificate of
Formation in the office of the Secretary of State of the State of Delaware; and
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() There are no claims, either administrative or judicial, at
law or in equity, pending or, to the knowledge of such Member, threatened against it
which could, if continued, have a maerial adverseaffect on the busness, operations
properties, asses or condition (financial or otherwise) of such Member, or the ability
of such Member to perform its obligations under this Agreement.

ARTICLE 3
Capital Structure and Contributions

3.1 Capital Structure.

@ The capital structure of the Company shall consist of
two (2) classes of interests: Metirgaterestsvoting common interests ("Voting |
Interests') and non-voting common interests (the "Non-Voting Interests’ and,
together with the Voting Interests, the "LL C Interests"). Except as otherwise set forth
herein, each LLC Interest shall be identical to each other LLC Interest in every respect
and shall entitle the holder thereof to the same rights and privileges and shall be
subject to the samequalifications, limitations and restrictions.

(b) Upon compliance with the provisions of Section 3.1(d)
below, any Member that is not a Market Participant shall be entitled to convert, at any
time and from time to time, any or all of the Non-Voting Interests held by such
Member into the same number of Voting Interests; provided, however, that no holder
of any Non-Voting Interests shall be entitled to convert any such Non-Voting
Interests, to the extent that, as a result of such conversion, such holder and its
Affiliates, directly or indirectly, would own, control or have the power to vote a
greater number of Voting Interests or other securities of any kind issued by the
Company than such holder and its Affiliates shall be permitted to own, control or have
the power to vote under any law, regulation, rule or other requirement of any
governmental authority at the time gpplicable to such holder or its Affiliates.

(© Upon compliance with the provisions of Section 3.1(d)
below, any Member shall be entitled to convert, at any time and from time to time, any
and all Voting Interests held by such Member into the same number of Non-V oting
Interests.

(d) 0] Each conversion of LLC Interests (the

"Converting Interests') into the other class of the LLC Interests shall be effected by
delivering written notice (the "Conversion Notice") by the holder of such Converting
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Interests, stating that the holder desires to convert a specified number of such
Converting Interests, into an equal number of LL C Interests of the class into which
such Converting Interests may be converted (the "Converted Interests*). The
Company shall promptly notify each Member of record of its receipt of the
Conversion Notice. Except as otherwise provided in Section 3.1(d)(ii), upon receipt of
the Conversion Notice, the Company shdl be obligated to, and shall, issuein
accordance with such instructions the Converted Interests i ssuable upon such
conversion, and shall deliver an amended Schedule A reflecting such conversion to all
Members; provided, however, that if such conversion is subject to Section 3.1(d)(iii)
below, the Company shall not issue said Converted Interests until the expiration of the
Deferral Period referred to therein. Such conversion, to the extent permitted by law,
shall be deemed to have been effected as of the close of business on the date on which
the Conversion Notice shall have been delivered to the Company, and at such time the
rights of the holder of such Converting Interests as such holder shall cease (except that
in the case of a conversion subject to Section 3.1(d)(iii) below, the conversion shall be
deemed effective upon expiration of the Deferral Period referred to therein).

(if) Notwithstanding any provision of Section 3.1(d)(i) to the
contrary, the Company shall not be required to record the conversion of, and no holder
of LLC Interests shall be entitled to convert, Non-Voting Interests into Voting
Interests unless such conversion has been approved by all regulatory agencies having
jurisdiction over such conversion and is otherwise permitted under applicable law;
provided, however, that the Company shall be entitled to rely without independent
verification upon the representation of any holder that the conversion of Interests by
such holder is permitted under applicable law, and in no event shall the Company be
liable to any such holder or any third party arising from any such conversion whether
or not permitted by applicable law.

(iii) The Company shall use its commerdally reasonableefforts
not to convert or directly or indirectly redeem, purchase or otherwise acquire any
Non-Voting Interests or take any other action affecting the voting rights thereof, if
such action will increase the percentage of outstanding voting securities owned or
controlled by any Member to such an extent asis prohibited by any applicable law,
rule or regulation, unless the Company gives written notice (the "First Notice") of such
action to each Member. The Company will defer making any such conversion,
redemption, purchase or other acquisition or taking any such other action for a period
of 30 days (the "Deferral Period") after giving the First Notice in order to allow each
Member to determine whether it wishes to convert or teke any other action with
respect to the LLC Interestsit owns, controls or has the power to vote, and if any such
Member then eleds to convert any LLC Interests, it shdl notify the Company in
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writing within 20 days of the issuance of the First Notice, in which case the Company
(i) shall promptly notify from time to timeeach other Membe holding LL C Interests
of each proposed conversion and the proposed transactions, and (ii) shall effect the
conversion requested by all Membe's in response to the notices issued pursuant to this
Section 3.1(d)(iii) at the end of theDeferral Period or as soon theresfter asis
reasonably practicable, provided that in the event Members request conversion of
more Non-Voting Interests than is permissible by any applicable law, rule or
regulation, the conversion will be effected pro ratain accordance with each Manber’s
then Percentagelnterest. Notwithstanding the foregoing, the Company shall not,
directly or indirectly, redeem, purchase, acquire, convert or take any other agion
affecting outstanding LLC Interests if such action will increase above 5% the
percentage of Voting Interests of the Company owned, held or controlled by any one
Market Participant and its Affiliates, or increase above 15% the percentage of
outstanding Voting Interests, owned, held or controlled by al Market Participants and
their Affiliates

(e If the Company shdl in any manner subdivide or com-
bine either of theoutstanding classes of LLC Interests then the other outstanding class
of LLC Interests shall be proportionately subdivided or combined, as the case may be,
and effective provision shall be made for the protedtion of all conversion rights
hereunder. In case of any reorganization, redassification or change of Voting Interests
or Non-Voting Interests, or in case of any merger, combination or consolidation of the
Company with one or more other entities (other than a merger, combination or
consolidation in which the Company is the continuing Company and which does not
result in any reclassification or change of outstanding Voting Interests or Non-Voting
Interests), each holder of Interests, irrespedive of class, shdl have theright a any time
thereafter, solong as the conversion right hereunder with respect to such LLC Interests
would exist had such event not occurred, to convert such LLC Interestsinto the kind
and amount of interests and other seaurities and property (including cash) receivable
upon such reorgani zation, reclassification, change, merger, combination or
consolidation, by aholder of the numbe of LLC Interests of the class of LLC Interests
into which such LLC Interests might have been converted immediately prior to such
reorganization, reclassification, change, merger, combination or consolidation. In the
event of such areorganization, reclassification, change, consolidation or merger,
effective provision shall be made in the organizational documents of the resulting or
surviving entity or otherwise for the protection of the conversion rights of the LLC
Interests of each class that shall be applicable, as nearly as reasonably may be, to any
such other interests and other securities and property deliverable upon conversion of
LLC Interests into which such LLC Interests might have been converted immediately
prior to such evert.
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3.2 Member Requirements. 1n order to become a Member

hereunder a Person must (a) become tritial-Capital-Centrbutions:

sueh—PereH-beeemeﬁ a party to thlsAgreement by executlng deI |ver|ng adopt| ng and
acknowledgl ng thlsAgreement %d—éﬁa—sueh-Pereﬁ—mak&e—aﬁ—mﬁral—eap&al

3-4(b) make a Capitd Contribution pursuant to this Article Il or convert its

Convertible Note to LL C Interests in accordance with its terms, and (c) if such Person
has not contributed its Transmission Assets to the Company pursuant to Section 3.4,
grant Functional Control over its Transmission Assets to the Company by executing a
Transmission Management Agreement.
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3.3 Capital Contributions; Advances under Convertible Notes.

(a Each Member may make, but shall not be required to
make (other than to initially become a Member pursuant to Section 3.2(b)), Capital
Contributions to the Company, and receive credit to its respective Capital Account, by:
(i) contributing its Transmission Assets to the Company pursuant to the provisions of
Section 3.4; (ii) making cash contributions to the Company for Working Capital
pursuant to the provisions of Section 3.5; (iii) making cash contributions to the
Company for improvements or additions to Company-Owned Assets pursuant to the
provisions of Section 3.6; (iv) making cash contributions to the Company for
Participant Service Territory |mprovements pursuant to the provisions of Section 3.7;
or (v) making other cash contributions to the Company that are acceptable to the

Managing Member pursuant to Section 3.8(a).

(b)  The Company shall allow, but shall not require, each
Public Power Partid pant to make advances to the Company under a Convertible Note
and become a Debt Holder by: (i) transferring its Transmission Assets to the Company
pursuant to the provisions of Section 3.4; (ii) making cash advances for Working
Capital to the Company under a Convertible Note pursuant to the provisions of
Section 3.5; (iii) making cash advances to the Company under a Convertible Note for
improvements to or additions to Company-Owned Assets pursuant to the provisions of
Section 3.6; (iv) making cash advances to the Company under a Convertible Note for
improvements to or additions to Participant Service Territory |mprovements pursuant
to the provisions of Section 3.7; or (v) making other cash advances to the Company
under a Convertibe Note that are acceptable to the Managing Member pursuant to
Section 3.8(b). For the avoidance of doubt, no advanceunder a Convertible Note shall

constitute a Capital Contribution or imply that such Public Power Participant is, or
require such Public Power Participant to become, a Member hereunder.

(c) Following the acceptance by the Managing Member of
Capital Contributions from any Member or prospective Member, such Member (or
prospective Member following compliance with the other requirements to become a
Member) shall receive LLC Interests in the Company in exchange for its Capital

Contributions and the Company shall recalculate the Percentage Interests of each
Member and the Investment Percentages of each Meamber and Debt Holder and update

and revise Schedule B attached hereto accordingly. Following the acceptance by the
Managing Member of any advance under a Convertible Note by a Public Power
Participant, the Company shall recal culate the Investment Percentages of each
Member and Debt Holder and update and revise Schedule B attached hereto

accordingly.
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3.4 Contributions and Transfers of Legal Title to Transmission

Assets.

(@ Prior to the Initial Divestiture Date the Company shall
be required to accept contributions from Members or prospective Members or make
purchases of Transmission Assets from Public Power Participants in exchange for the
consideration sd forth in Section 34(b), in each case on reasonable commercial terms
acceptable to the Managing Member; provided, that in each case such contributing or
selling Person became a Participant prior to the Initial Participant Date. The Company
may, in the sole discretion of the Managing Member, accept contributions of
Transmission Assets from Members or prospective Membe's, or purchase
Transmission Assets from Public Power Participants after the Initial Divediture Date
or from Persons that became Participants after the Initial Participant Date in exchange
for the consideration set forth in Section 3.4(b) in each case on reasonable commercial
terms acceptab e to the Managing Member. The provisions of this Section 3.4 shall
not in any way be deemed to prevent the Company from agreeing to acquire
Transmission Assets from any person, including a Participant, on terms and for
consideration different than the terms and conditions provided in this Section 3.4.

(b) Immediately following the contribution or purchase of

Transmission Assets from a Participant or a prospective Participant, such Participant,
in the case of aMember or prospective Member, shall receive a credit to its Capital
Account equal to the applicable initial Book Tax Vaue (as determined in clause (i) of
the definition thereof) of such Transmission Assets, or in the case of a Debt Holder or
other Public Power Participant, shall be deemed to have made an advance under a
Convertible Note equal to the applicable initial Book Tax Value (as determined in
clause (i) of the definition thereof) of such Transmission Assets and the Company

shall issue such Convertible Note or annotate a Convertible Note held by such Debt
Holder for such amount.

3.5 Contributions and Advances for Working Capital.

(@) The Company shall from time to time request the
Participants to provide funds for the Working Capital needs of the Company. The
Company shall prepare a budget for each such reguest (each such budget being, a

"Working Capital Budget") and shall request that each Participant fund such Working
Capital Budget in proportion to its Asset Value Percentage. Participants shall be

required to respond to each such Working Capital request within 30 days of issuance
by the Company of such request. Any Participant failing to respond to such a request
within 30 days shall be deemed to have declined to fund its portion of such Working
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Capital Budget. In the event that a Participant declines or is deemed to have declined
to fund its portion of a Working Capital Budget, each other Participant shall have the

right to fund, in proportion to the ratio of its Asset Value Percentage to the aggregate
Asset Value Percentages of all Participants who desire to fund, such portion of the

Working Capital Budget. If aWorking Capital Budget is still not fully funded,

notwithstanding the preceding sentence, the Managing Member may obtain equity or
debt financing from third parties, including without limitation through debt offerings

by the Company or equity or debt offerings by the Managing Member.

(b) In the event that a Person becomes a Participant on a
date prior to the Initial Participant Date, but after any requests to fund a Working
Capital Budget have been made, such Participant shall be requested to fund an amount
egual to its Asset Value Percentage of all the Working Capital Budgets requested to be
funded prior to such date. Any Partidpant failing to respond to such areguest within
30 days shall be deemed to have dedined such request.

(c) Each Member or prospective Member shall receive
credit to its Capitd Account for any funds provided by it to the Company pursuant to
this Section 3.5. Each Debt Holder or other Public Power Participant shall be deemed
to have made an advance under a Convertible Note in an amount equal to the funds
provided by it to the Company pursuant to this Section 3.5.

3.6 Contributions and Advances for Improvements and Additions to
Company-Owned Assets. The Company shall from time to time reguest the Members
and Debt Holders to provide funds to the Company to pay for costsincurred or to be
incurred by the Company with resped to improvements and additions to be mage to
the Transmission Assets owned by the Company (“ Company-Owned Assets’). The
Company shall prepare a budget for each such reguest (each such budget being, a
"Company-Owned Improvement Budget") and shall request that each Member and
Debt Holder fund such Company-Owned |mprovement Budget in proportion to its
Investment Percentage. Each Member and Debt Holder shall be requested to respond
to each such Company-Owned Improvement request within 30 days of issuance by the
Company of such request. Any Member or Debt Holder failing to respond within 30
days to any such reguest shall be deemed to have declined to fund its portion of such
Company-Owned Improvement Budget. In the event that a Member or Debt Holder
declines or is deemed to have declined to fund its portion of a Company-Owned
Improvement Budge, each other Member and Debt Holder shall have theright to
fund, in proportionto the ratio of its Investment Percentage to the agaregate
Investment Percentages of all Members and Debt Holders who desire to fund, such
portion of the Company-Owned Improvement Budget. If a Company-Owned
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Improvement Budget is still not fully funded, notwithstanding the preceding sentence,
the Managing Membe may obtain equity or debt financing from third parties,

including without limitation through debt offerings by the Company or equity or debt
offerings by the Managing Member. Each Member or Person to become a Member

shall receive a credit to its Capital Account for any funds provided by it to the
Company pursuant to this Section 3.6. Each Debt Holder shall be deemed to have
made an advance under its Convertible Note in an amount equal to the funds provided
by it to the Company pursuant to this Section 3.6.

3.7 Contributions and Advances for Improvements and Additions in
the Service Territory of a Non-Divesting Participant. The Company may determine
from time to timethat it isin the best interest of the Company and the Transmission
Assets that it owns or over which it has Functional Control tha certain improvements
or additions be made to Transmission Assets within the Service Territory of a
Participant that has not transferred ownership of its Transmission Assets to the
Company (such improvements in each case being, "Participant Service Territory
Improvements' and such Participant in each case being, the "Service Territory
Participant"). The Company shall first request that such Service Territory Participant
construct, make or pay for such Participant Service Territory Improvements. Such
Service Territory Participant shall be requested to respond to such request within 30
days of itsissuance by the Company. If such Service Territory Participant constructs,
makes or pays for such Participant Service Territory Improvements, then such Service
Territory Participant shall own such Participant Territory Service Improvements, and
such Participant Service Territory Improvements shall become subject to, and under
the Functional Control of the Company pursuant to, the applicable Transmission
Management Agreement. In the event such Service Taritory Participant declines to
construct, make and pay for such Participant Service Territory Improvements or fails
to respond to such request within 30 days, the Company shall prepare a budget for
each such request (each such budget being, a " Participant Service Territory

Improvements Budget") and shall request that each Member, Debt Holder and such
Service Territary Participant fund such Participant Service Territory Improvements

Budget asfollows: (i) such Service Territory Participant shall have the opportunity to
fund its Asset Value Percentage of such Participant Service Territory Improvements
Budget, and (ii) each of the Members and Debt Holders (excluding such Service
Territory Participant should it be a Member or Debt Holder) shall be requested to fund
that portion of the Participant Service Territory Improvements Budget not requested to
be funded under clause (i) in proportion to the ratio of its Investment Percentage over
the aggregate Investment Percentages of all the Members and Debt Holders (excluding
such Service Territory Participant should it be aMember or Debt Holder). Each
Member, Debt Holder and such Service Territory Participant shall be requested to
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respond to each such Participant Service Territory Improvements request within 30
days of issuance by the Company of such request. Any Member, Debt Holder or
Service Territary Participant faling to respond within 30 days to any such request
shall be deemed to have declined to fund its portion of such Participant Service
Territory Improvements Budget. In the event that a Member, Debt Holder or Service
Territory Participant declines or is deemed to have declined to fund its portion of a
Participant Service Territory Improvements Budget, each other Member and Debt
Holder (but not any other Participant) shall have the right to fund, in proportion to the
ratio of its Investment Percentageto the aggregate | nvestment Percentages of all
Members and Debt Holders who desire to fund, such portion of the Participant Service
Territory Improvements Budget. |f the Participant Savice Territory Improvements
Budget is still not fully funded, notwithstanding the preceding sentence, the Managing
Member may obtain equity or debt financing from third parties, including without
limitation through debt offerings by the Company or equity or debt offerings by the
Managing Member. Each Member or prospective Membe shall receivea credit to its
Capital Account for any funds provided by it to the Company pursuant to this Section
3.7. Each Debt Holder or prospective Debt Holder shall be deemed to have made an
advance under aConvertible Note in an amount equal to the funds provided by it to
the Company pursuant to this Section 3.7. Any Participant Service Territory
Improvements not exclusively constructed, made or paid for by such Service Territory
Participant pursuant to the second sentence of this Section 3.7 shall be owned and
controlled by the Company even if such Service Territory Participant provides funding
to the Company for such improvements or additions pursuant to a Capital Contribution
or advance under a Convertible Note in accordance with this Section 3.7; provided,
however, that in the event such Participant Service Territory Improvements are
intermingled with such Service Territory Participant's Transmission Assetsto the
extent that ownership of such Service Territory Participant's Transmission Assets and
such Participant Savice Territory Improvements would be difficult or not feasible to
distinquish in the sole opinion of the Company, then legal title of such Service
Territory Improvements will be held by such Service Territory Participant and such
Service Territory Participant shall enter into arrangements with the Company pursuant
to the terms of the applicable Transmission Management Agreement whereby such
Service Territory Participant shall be obligated to repay to the Company the total
amount of the Service Territory Improvements Budget related to such Service
Territory Improvements.

3.8 Other Cash Contributions and Advances under Convertible

Notes.
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(a) With the consent and approval of the Managing Member
on a case-by-case basis, a Member or prospective Member may make a cash Capital
Contribution to the Company and (following compliance with the other requirements
to become a Member by a prospective Member) receive a corresponding credit to its

Capital Account in amounts and at times agreed between the Managing Member and
such Member or prospective Member.

(b) With the consent and approval of the Managing Member
on a case-by-case basis, the Company may allow a Debt Holder or other Public Power
Participant to make a cash advance under a Convertible Note, in an amount and at
times agreed between the Managing Member and such Debt Holder or other Public

Power Participart.

3.9 Convertible Note Terms.

(@ Each Convertible Note shall be in the form attached
hereto as Exhibit [ ]. Each Convertible Note shall bear interest at anarm's length
interest rate (which shall be equal for each Convertible Note) to be determined by the
Managing Member prior to issuance.

(b) Each Convertible Note shall be convertibleinto LLC
Interests at the option of the Debt Holder following written notice to the Company and
each Member. Following conversion of a Convertible Note and a return of any
certificated Convertible Note to the Company for cancellation, such converting Debt
Holder shall receive a credit to its Capital Account equal to the sum of the advances
evidenced by such Convertible Note and upon notation of such Capital Contribution
on the books and records of the Company, such Debt Holder shall cease to be a Debt
Holder and become a Member hereunder.

(©) In the event that (i) the Managing Member determines
that it will undertake an initial public offering for its equity or (ii) the Members have
approved a transaction of the type contemplated by clauses (i)(B), (i)(C) or (i)(D) of
Section 8.5(a), then each Debt Holder shall be reguired to convert their Convertible
Note into either LLC Interests or a Teem Note in the form attached hereto as Exhibit
[ 1. Following adetermination or approval pursuant to the preceding sentence, the
Company shall send to each Debt Holders anotice (a"Conversion Notice"), briefly
describing the type of transaction that is planned to be undertaken and requiring each
such Debt Holder to respond in writing within 30 days as to whether they chose to
have their Convertible Note converted into LL C Interests or a Term Note. Following
such 30 day period, the Company shall convert into LL C Interests the Convertible
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Note of each Debt Holder electing to have its Convertible Note converted into LLC

| nterests (pursuant to the procedures set forth in Section 3.9(b)) and shall convert into
a Term Note the Convertible Note of (x) each Debt Holder electing to have its
Convertible Note converted into a Tem Note and (y) each Debt Holder that fails to
respond to such Conversion Note within such 30 day period. The principal amount

owed by the Company under each Term Note shall be equal to the principal amount
owed under the Convertible Note that it replaces.

(d) Following the conversion of any Convertible Noteto a
Term Note or LLC Interests, (i) Schedules A and B hereto shall be revised
accordingly, and (ii) each converting Debt Holder shall be requested to return any
certificated Convertible Notes in its possession to the Company for cancellation,
provided, however that each Convertible Note so converted shall be null and void and
of no force and efect, regardess of whether such certificated Convertible Noteis

returned to and cancelled by the Company.

3.10 Optional Conversion of Member Interests. Each Member, & its
option, may convert all or any portion of its thterestthe-Company LL C Interests
into (i) shares of non-voting Class B Common Stock of the Cerperate-Manager
Managing Member or (ii) in the evert the Member is not aMarket Participant, into

shares of voting Class C Common Stock of the Cerperate-Manager Managing

Member, in each case by transferring to the Eerperate-Manager Managing Member
such portion of itstaterest LL C Intereststo be so converted pursuant to the terms of

the Member and Stockholder Agreement, provided that, as aresult of any such
conversion, the Percentage Interests of each Member shall be adjusted accordingly,
with the Cerperate-Manager Managing Member succeeding to such converted Haterest
LLC Interests and the Company shall update Schedule A B attached hereto
accordingly.

ARTICLE 4
Capital Accounts

4.1  Capital Accounts. Each Member shall have a capital account (a
"Capital Account™)which account shdl be credited with (i) the Capital Contributions-
(net of liabilities that the Company is considered to assume or take subject to under
Code section 752) contributed by such Member to the Company; and (ii) allocations of
Profitsto it pursuant to Section 5.1. Each Member's Capital Account shall be debited
with (i) the amount of cash and the Book Tax Value of other property distributed to
such Member (net of liabilities that such Member is considered to assume or take
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subject to under Section 752 of the Code) and (ii) allocations of Lossesto it pursuant
to Section 5.1. The provisions of this Agreement relating to the maintenance of
Capital Accounts are intended to comply with Regulations section 1.704-1(b), and
shall be interpreted and applied in a manner consistent therewith.

4.2  No Other Capital Contributions. Except as provided in Section
33 3.2.in order to become a Member or in accordance with Sections 3.3 through 3.8 at
the option of a Member, no Member shall be permitted or obligated to make any

Additienal Capital Contributions te-the-Company's-capital.

4.3  No Interest on Capital Contributions. No Member shall be
entitled to demand or receive interest on its Capital Contributions.

4.4  No Right of Withdrawal. No Member shall have the right to
withdraw any portion of such Member's Capital Contributions to, or to receive any
distributions from, the Company, except as provided in Articles 6 and 11 hereof.

45  Loans. The Company may borrow funds from Participants or
third parties or enter into other similar credit, guarantee, financing or refinancing
arrangements with third parties for any prudent busness purpose and at reasonable

rates, including without limitation, the acceptance of advances under Convertible
Notes from Public Power Participants

4.6  TIransfers. Intheevent that all or aportion of antaterestinthe
Company-isthe LL C Interests of a Member are Transferred in accordance with the
terms of this Agreement, the Transferee shall sucoeed to;_(i) the Capital Account of
the transferer Assigning Member to the extent it relatesto the transferred LLC
Interest; and all allocations of Profits or Losses pursuant to Artide 5 with respect to
such transferred LLC Interest shall be allocated, as between the transferer Assigning
Member and the Transferee, by taking into account their varying interestsin
accordance with Code section 706, and (ii) the Asset Value Percentage and I nvestment
Percentage of the Assigning Member, or the approprige portion theredf in relation to
the portion of the Assigning Member's LL C Interests Transferred.
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ARTICLE 5
Allocation of Profit and Loss

51 Allocation of Profit and Loss.

@ Allocations to Capital Accounts. After giving effect to
the special allocations provided in Section 5.1(b) and (c), Profits and Losses shall be
allocated among the Members in proportion to their Percentage Intereds.

(b) Special Allocations. Any alocation pursuant to Section
5.1(a) will be subject to any adjustment required to comply with Regul ations section
1.704-1(b), including, without limitation, any qualified income offset within the mean-
ing of Regulations section 1.704-1(b)(2)(ii)(d) and any nonrecourse deduction
(including partner nonrecourse deduction) or minimum gain chargeback (including
partner minimum gain chargeback) within the meaning of Regulations section 1.704-2.
Any specia allocations of items pursuant to this Section 5.1(b) shall be taken into ac-
count, to the extent permitted by the Regulations, in computing subsequent allocations
of Profits and L osses pursuant to Section 5.1(a) so that the net amount of any items so
allocated and al other items allocated to each Member shall, to the extent possible, be
equal to the amount that would have been allocated to each Member pursuant to
Section 5.1(a) had such special allocations under this Section 5.1(b) not occurred.

(©) Redeterminations. |f for any taxable period of the
Company, the Compary is deemed to havea net increase (or decrease) in taxable
income as aresult of aredetermination by atax authority resulting from transactions
between the Company and any Member or any Affiliate of any Member, the item or
items of Profits or Losses that resulted in such increase (or decrease) in taxable income
shall be allocated to the Member that was (or the Affiliate of which was) a party to the
transaction and the Capital Accounts of the Members shall reflect such allocations.

5.2  Tax Allocations. (@) If, asaresult of contributions of property
by a Member to the Company or as an adjustment to the Book Tax Value of Company
assets pursuant to this Agreement, there is a disparity between the Book Tax Value of
any Company asset and the Company's adjusted tax basis in such asset, any items of
income, gain, loss and deduction with respect to such property shall be allocated
among the Members so as to take account of such variation between the Book Tax
Value and the adjusted tax basis of such asset, consistent with Code section 704(c) and
the Regulations thereunder using such method asis permitted under the Regul ations
that is reasonably selected by the Tax Matters Partner, taking into account any
recommendations made by the Members.
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(b) Any elections or other decisions relating to the
maintenance of Capital Accounts or the allocation provisions of this Article 5 shall be
made by the Tax Maters Partner in any manner that reasonably refleds the purpose
and intention of this Agreement. Allocations pursuant to this Section 5.2 are solely for
purposes of federal, state and local taxes and shall not affect, or in any way be taken
into account in computing, any Member's Capital Account or share of Profits, L osses,
other items or distributions pursuant to any provision of this Agreement.

ARTICLE 6
Distributions

6.1  Cash Distributions. Subject to applicable law and any
limitations contained elsewhere in this Agreement, and after setting aside such funds
as are required to meet the Company’ s minimum requirements for cash for operations
and any reasonable reserves far working capitd, the Managing Member shall
distribute cash to the Members within ten days after the end of each fiscal quarter, pro
rata in accordance with the Members' respective Percentage Interests, in an amount
that is no less than the sum of: (i) the product of (A) the Tax Percentage and (B) the
Tax Matters Partner's reasonabl e estimate of the amount of the Company's taxable
income for such Fiscal Y ear (determined in accordance with Code section 703(a) as
reflected on thelRS Form 1065 Schedule K-1 issued to each Member) attributable to
such fiscal quarter and (ii) 58% fifty percent (50%) of the Remaining Available Cash.
For purposes of this Section 6.1, the term “ Tax Percentage” shall mean forty percent
(40%) and the tem “Remaining Available Cash” shall mean all cash, revenues and
funds received by the Company from its operations, less the sum of (i) the amount
determined pursuant to clause (i) of the preceding sentence and (ii) all expenditures for
operations, maintenance, administrative (including property tax), depreciation, interest
and other overhead expenses incurred in the normal operation of the Company’s
business.

6.2  Distributions in Kind. No distributions of property other than
cash shall be madewithout the consert of all of the Members.

6.3  No Right to Distributions. No Member shall have the right to
demand or recdve distributions of any amount, except as expressly provided in this
Article 6.

6.4 Withholding. 1f the Company is required to withhold with
respect to any payments, distributions or alocations to aMember by applicable
federal, state, local or foreign tax laws, the Company may withhold such amounts and
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make such paymerts to taxing authorities as are necessary to ensure compliance with
such tax laws. Any funds withheld by reason of this Section 6.4 shall nonetheless be
deemed distributed or allocated (s the case may be) to the Member in question for all
purposes under this Agreement. 1f the Company did not withhold from actual
distributions or allocations any amounts it was required to withhold, the Company
may, at its option, (i) require the Member to which the withholding was credited to
reimburse the Company for such withholding; or (ii) reduce any subsequent
distributions to such Member by the amount of such withholding. The obligation of a
Member to reimburse the Company for taxes that were required to be withheld shall
continue after such Member Transfersits Interest in the Company or after a
withdrawal by such Member. Each Member agrees to furnish the Company with any
representations and forms as shall reasonably be requested by the Company to assist it
in determining the extent of, and in fulfilling, any withholding obligationsit may have.

6.5  Initial €apitatization: Issuance of Debt; Initial Distribution
and Repayment of Advances under the Convertible Notes. The Managing Member
shall take all action necessary to cause the Company toissue debt to third parties on
terms acceptabl e to the Managing M ember;-sueh-aceeptance-nette-be-unressonably
withheld-and- and to distribute a portion of the proceeds to the Membersia
aeeordanee-with-Seetion-6-1hereof and repay a portion of the advances under
Convertible Notes, pro rata to the Investment Percentages of each of the Members and
the Debt Holders, such that thedebt—teeqw-ty—FaH&ef—Hae-eempaﬁy ratio of debt (other
than advances under Convertible Notes) to the sum of the ate Capital
Contributions made by Members and advances under Converti ble Notes by Debt
Holdersisinitially up to 56% fifty percent (50%). Such debt may be short term debt
to be replaced with long term debt as soon a practicable after the closing of the

acquisition of wtiity-assetsfrom-the- UtiHity-Members any Transmission Assets.

ARTICLE 7
Accounting and Reports

7.1 Books and Records.

@ The Company shall maintain or cause to be maintained
at its principal office, this Agreement and all amendments thereto and full and accurae
books of the Company showing all rece pts and expenditures, assets and liabilities,
profits and losses, and al other books, records and information required by the Act as
necessary for recording the Company's business and affairs. The Company's books
and records for financial reporting purposes shall be maintained in accordance with
GAAP, consistently applied, except to the extent provided hereunder for purposes of
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maintaining Capital Accountsin accordance with Article 4 hereof and calculating the
Profits or Losses allocated thereto in accordance with Article 5 hereof. Such docu-
ments, books and records shall be maintained until two (2) years after the termination
and liquidation of the Company. The Company's financial statements shall also be
kept in accordance with all applicable regulatory requirements, including the FERC's
Uniform System of Accounts, and suchfinancial statements shall be used in
connection with setting the Company's rates, which are subject to regulation by the
FERC.

(b) Except as any such right may be limited by the
Standards of Conduct or any applicable requirements of such orders or rules asthe
FERC may now or hereafter issue regarding access to facilities, books and records of
RTOs, each Membea shall have the right at reasonable times during usud business
hours to examine, audit and make copies of the books of account and other financial
and accounting books and records of the Company and other books and records
relating to the reserves, assets, liabilities and expenses of the Company and expendi-
tures by the Managing Member on behalf of the Company, including all information
necessary to enable each Member to prepare all federal, state and local tax returns and
reports and to support and defend such returns and reports; provided, however, that
none of the foregoing activities shdl be conducted in amanner that unreasonably
interferes with the Company's operations or business or provides any Member (other
than the Managing Member) with information that is proprietary or that gives such
member a competitive advantage that is not permitted by Order No. 2000 or any other
applicable requirements of such rules or orders as the FERC may now or hereafter
issue regarding RTOs. Such right may be exercised through any agent or employee of
aMember designaed in writing by it or by an independent public accountant,
engineer, attomey or other conaultant so designated. The Member making the request
shall bear all expensesincurred in any inspection, audit or examination made at such
Member's behest. Should any inspection, audit or examination disclose any
immaterial errors or immaterial improper charges, the Managing Member shall make,
or cause to be made, appropriate adjustments therefor. In the event such errors or such
improper charges are material and disadvantage one Member relative to the other
Members, the Managing Member shall (i) reimburse the Company therefor and
(ii) bear al reasonable expenses of such inspection, audit or examination.

7.2 Reports to Members.

@ As soon as available to the Company and in any event
within thirty (30) days after the end of the first eleven (11) months of each Fiscal Y ear
and within forty-five (45) days after the end of the last month of each Fiscal Y ear, the
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Managing Member shall cause to be prepared and sent to each Member for the prior
month and for the period from the beginning of such Fiscal Y ear to the end of such
fiscal month, afinancial statement package which shall (i) be prepared in accordance
with GAAP (except that certain footnotes may be omitted); and (ii) set forth in each
case in comparative form versus both the figures for the previous Fiscal Y ear, and the
forecast for the current Fiscal Y ear.

(b) As soon as practicable and in any event within ninety
(90) days after the end of each Fiscal Y ear, the Managing Member shall provide to
each Member audited financial statements of the Company for such Fiscal Y ear setting
forth in each case in comparative form the figures for the previous Fiscal Y ear,
certified by such certified public accountants as may be selected by the Managing
Member.

(©) The Company or the Managing Member shall provide to
each Member on atimely basis such information as a Member may reasonally request
regarding the details of transactions recorded in the financial staements described in
Subsections 7.2(a) and 7.2(b) hereof.

(d) As requested, the Company shall provide to each
Member such information as may be necessary for them to comply with applicable
financial reporting requirements of any competent governmental authorities or
agencies or stock exchange on which the shares of any such company are listed includ-
ing, without limitation, the New Y ork Stock Exchange and the U.S. Securities and
Exchange Commission and such information regarding the financial position,
business, properties or affairs of the Company as a Member may reasonably request.

(e The Company or the Managing Member shall promptly
notify all Members of any bona fide proposals to acquire the Company or any
significant portion thereof or any proposal involving a change of control of the
Company.

7.3 Tax Matters.

@ The Cerperate-Manager Managing Member is hereby
designated the "Tax Matters Partner” for federal income tax purposes pursuant to
Section 6231 of the Code with respect to all taxable years of the Company and is
authorized to do whatever is necessary to qualify as such. Each Member hereby
agrees to join in the execution of such forms or documents or to take such other

actions as may be necessary or appropriate to designate the Cerperate-Manager
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Managing Member as the Tax Matters Partner. Any direct or indirect costs and
expenses incurred by the Tax Matters Partner, acting in its capacity as such, shall,
upon submission of an adequate accounting, be deemed costs and expenses of the
Company, and the Company shall reimburse the Tax Matters Partner for such
amounts. The Members hereby agree that the Company shall indemnify the Tax
Matters Partner pursuant to Article12 of this Agreement from and againg any and all
damages asserted against or incurred by the Tax Matters Partner in connection with
any actions which the Tax Matters Partner reasonably believes to be within the scope
of the authority conferred on it pursuant to this Agreement.

(b) The Tax Matters Partner shall prepare or cause to be
prepared all tax returns required of the Company. As soon as practicable after the end
of each taxableyear (but in no event later than June 30 after the end of the taxable
year, in the caseof federal returns, or later than July 31 after theend of the taxable
year, in the caseof state, local or foreign returns), the Tax Matters Partner shall furnish
to each Member such information in the possession of the Tax Matters Partner request-
ed by such Member as necessary to timely fulfill such Member's federal, state, local
and foreign tax obligations, including Schedule K-1, or any similar form as may be
required by the Code or the Internd Revenue Service(the "IRS'). The Meambers shall
file their respective tax returns, as such pertain to the business of the Company, in a
manner consistent with the Company's tax and information returns.

(© The Tax Matters Partner shall useits best effortsto do
al acts and takewhatever steps are required to maximize, in the aggregate, the fedearal,
state and local income tax advantages available to the Company and shdl defend all
tax audits and litigation with respect thereto.

(d) In the event that the Company shall be the subject of any
audit, assessment of taxes, other examination by any tax authority, proceedings, or
appeal of such a proceeding relating to taxes, whether administrative or judicial (a
"Tax Contest"), to the extent the Company is treated as an entity for purposes of such
Tax Contest, the Tax Matters Partner shall be authorized to act for, and its decision
shall be final and binding upon, the Company and each Member thereof, except to the
extent otherwise provided in Code section 6224(c).

(e The Members hereby authorize the Tax Matters Partner
to make (or cause to be made) any elections for tax purposes, including any election
under Code section 754, as it determines, in its reasonabl e discretion, except to the
extent inconsistent with Article 5 hereof with respect to the maintenance of Capital
Accounts and allocations thereto; provided, however, that the Tax Matters Partner may
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not make (or cause to be made) any election or otherwise take any action or allow any
action to be takento cause the Company to be treated as an association taxable as a
corporation without the approval of aMajority of the Members.

H Each Member hereby agreesto provide the Tax Matters
Partner with reasonable access to such Member's books and records relating to any
assets contributed by such Member tothe Company, to the extent that information in
such books and records is required by the Tax Matters Partner in order to prepare any
tax or information returns of the Company or to defend any tax audits or litigation
relating thereto.

7.4  Annual Operating Budget and Five Year Plan. No later than
forty-five (45) days before theend of each Fiscd Y ear, the Managing Member shall
prepare in good faith and submit to the Membership Committee (as defined in Article
8), for itsinformation and comment (but not for its approval), an annual operating
budget ("Annual Operating Budget") and five year plan, each of which shall, in the
best judgment of the Managing Member, reflect reasonable expectations for the
Company during the period covered. The Managing Member shall in its sole discre-
tion approve the Annual Operating Budget and any amendments thereto.

ARTICLE 8
Actions by Members

81  Membership Committee. The Company shall have a
Membership Committee made up of all Members. Except as otherwise provided in
this Agreement, onall matters requiring approval of the Members, each Member shall
be entitled to vote ratably in proportion to its then current Percentage Interest in the
Company.

8.2  Meetings. Meetings of the Membership Committee shall be
held at the call of the Managing Member or by a Mg ority of the Members and only for
the purpose of seeking the approval or consent of the Members as provided in the
Approval Terms of this Agreement and for other purposes set forth in the notice of the
meeting as may be required by law. The Members may take action by the vote of
Members at a meeting in person or by proxy, or without a meeting by written consent.
Any action required or permitted to be taken at any meeting of the Membership
Committee may be taken without a meeting if Members holding Percentage I nterests
sufficient to approve the action pursuant to the terms of this Agreement consent
thereto in writing, and the writing or writings are filed with the minutes of the
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proceedings of the Membership Committee. In no instance where action is authorized
by written consent shall a meeting of the Membership Committee be called or notice
be given; however, a copy of the action taken by written consent shall be sent
promptly to al Members and filed with the minutes of the proceedings of the
Membership Committee.

8.3  Notice, Quorum and Vote Required. Meetings of the
Membership Committee may be called by the Managing Member or by aMajority of
the Members upon at least five (5) days prior written notice of the time and place of
such meeting. For any meeting of the Membership Committee, the presence in person
or by proxy of aMgority of the Members at the time of theaction taken shall
constitute a quorum for the transaction of business. Unless otherwise specifically
provided herein, all matters requiring approval or consent of the Members shall be
decided by an affirmative vote or written consent of a Majority of the Members.

8.4  Power to Bind the Company. Except as specifically provided
pursuant to the Approval Terms of this Agreement or the Act, the Members, other than
the Managing Member, shall not participate in the control or operation of the
Company. No Member, other than the Managing Member, shall have the autharity to
sign or deliver any instrument transferring or affecting the Company's interest in any
real or personal property. No Member (acting in its capacity as such), other than the
Managing Member, shall have any authority to bind the Company to any third party
with respect to any matter.

85 Matters Requiring Member Approval.

@ To the extent that the Members may wave their right to
vote, approve or consent in respect of any matter requiring approval of the Members

under the Act or ather applicablelaw, the Members {etherthan-the-Managing
Member-whe-shat-hetd-VetingHterests) holding Non-Voting I nterests hereby waive

any such right, until such Member isheta-MarketParticipant-and-convertsits
Nen-eting-rterestrto holds Voting Interestsin-aceordance-with-Seetion-3-1-hereof.

In addition to any other matter requiring approval of the Membersholding Non-Voting

Interests and Meambers holding V oting I nterests under any nonwaivable provisions of
the Act or other goplicable law, and any other vote of the Members holding
Non-Voting Interests and Members holding V oting I nterests provided under the
Approval Terms of this Agreement, an affirmative vote of aMajority of the Members
shall be required for any of the fdlowing matters:

(i) any proposal by the Company to {aj(A) convert the
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Company into an entity other than alimited liability company, {b}(B) enter into any |
transaction that would result in achange of control of the Company, {€)(C) sell, |
transfer, lease, exchange or atherwise dispose of all, or substantidly al, of the assas

of the Company (other than pursuant to a mortgage or security interest entered into in
connection with afinancing of the Company's business), {ef}(D) merge or consolidate |
with or into any other entity or {e}(E) take any action that would preclude a Member |
from using the equity method of accounting for its investment in the Company. A
"change of control" as applied herein to the Company shall be deemed to have

occurred if, following the consummation of any transaction, less than fifty percent

(50%) of the outstanding Percentage Interests of the Company (or any successor entity
resulting from such transaction) is held by those holders of the Percentage Interests of

the Company immediately prior to the consummation of such transaction;

(if) any acquisition or business devd opment opportunity that is
otherwise permissible under Sections 2.3 and 9.1(c) of this Agreement but is not
directly or indirectly related to the provision of electric transmission service,
including but not limited to the formation and administration of electric markets, or
other services or functions that are commonly performed by independent transmission
companies participating in an RTO;

(iii) any proposal to {a}(A) institute proceedings to have the |
Company adjudicated bankrupt or insolvent, {b)(B) consent to the institution of |
bankruptcy or insolvency proceedings against the Company, {€}(C) file a petition |
seeking a reorganization of the Company under federal or state bankruptcy laws,
{ehy(D) consent to the appointment of areceiver or trustee for the Company, or {€}(E) |
make an assignment for the benefit of creditors of the Company; and

(iv) any proposal to amend the Approval Terms or the
Economic Terms of this Agreement.

(b) In addition to any other matter requiring approval of the
Members hereunder, holders of Voting Interests shall have the right to vote on matters
for which the approval of the members of alimited liability company under the Act is
required, provided, however, that the affirmative vote of Voting Interests representing
at least amajority of all the then current Percentage I nterests edtstanding of Members |
holding Voting Interests shall be required to approve any matter, unless a greater |

percent of the Percentage Interests of Members holding Voting Interestsisrequired for |
a particular matter under the terms of this Agreement.
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ARTICLE 9
Duties and Responsibilities of the Managing Member

9.1  General Management. () Except as aherwise expressly
provided pursuant to the Approval Terms of this Agreement, the Managing Member,
In its capacity as a Member of the Company under the Act, shall have sole and
compl ete charge and management of all the affairs and business of the Company, in all
respects and in all matters. The Managing Member shall be an agent of the Company,
and the actions of the Managing Member taken in such capacity and in accordance
with this Agreement shall bind the Company. The Managing Member shall at all
times be a Member of the Company. Except as otherwise expressly provided pursuant
to the Approval Terms of this Agreement, the Members other than the Managing
Member shall not participate in the control of the Company, and shall have no right,
power or authority to act for or on behalf of, or otherwise bind the Company. Except
as expressly provided pursuant to the Approval Terms of this Agreement or required
by any non-waivable provisions of applicable law, Members other than the Managing
Member shall have no right to vote on or consent to any other matter, act, decision or
document involving the Company or its busness.

(b) At all times the Managing Member shall be afiduciary
of the Company and shall act in good faith and in a manner that the Managing
Member reasonably believes to be in the best interests of the Company. In managing
the business and dfairs of the Company, the Managing Member shall perform its
duties in amanner consistent with its duties to the Members under this Agreement. In
performing such duties, the Managing Member shall consider the interests of the
Members solely in their capacity asinvestorsin the Company and shall haveno duty
to consider, and shall not consider, any other interests that the Members may havein
any other business, asset or liability, including any Members' interests asparticipants
in the electric markets served by the Company.

(© At all timesthe Managing Member shall operate,
maintain, plan and expand the Company's transmission system to meet the neads of all
users of such transmission system in a non-discriminatory manner, consistent with all
applicable requirements of Order No. 2000 and such other orders or rules as the FERC
may now or heredter issue affecting independent transmission companies.

9.2  Exclusive Control. Except as otherwise expressly provided
pursuant to the Approval Terms of this Agreement, the Managing Member shall have
full, exclusive and compl ete discretion to manage and control the business and affairs
of the Company, to make all decisions affecting the business and affairs of the
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Company and to takeall such actions as it reasonably deems necessary or appropriate
to accomplish the purposes and direct the affairs of the Company. The Managing
Member shall have the right to manage and make decisionsin a manner that the
Managing Member reasonably believes will foster the long term growth and prospects
of the business, and the Managing Member shall have no duties or liabilities to another
Member or other Person for actions and decisions that the Managing Member rea-
sonably believes ae necessary, appropriate or consistent with such long term growth
and prospects. The Managing Member shall have the sole power and authority to bind
the Company, except and to the extent that such power isexpressly delegaed in
writing to any other Person by the Managing Member.

9.3  Certain Powers. Except as otherwise expressly provided
pursuant to the Approval Terms of this Agreement, the Managing Member shall have
the exclusive right, power and authority, in the management of the business and affairs
of the Company, to do or cause to be done any and all acts at the expense of the
Company, deemed by the Managing Member to be necessary or appropriate to effec-
tuate the business of the Company. Except as expressly provided pursuant to the
Approval Terms of this Agreement and, without limiting the generality of the forego-
ing, the Managing Member shall have full and complete power and authority, without
the approval of any other Member:

@ to conduct any business that is not inconsistent with the
Company's purpose as set forth in Section 2.3 hereof or the provisions of Section
9.1(c) hereof, and to exerciseany rights and powe's, permitted of alimited liability
company organized under the laws of the State of Delaware, in any state, territory,
district or foreign country as the Managing Member deems necessary or advisable;

(b) to acquire by purchase, lease or otherwise, and/or to
otherwise own, hold, operate, finance, maintain, improve, lease, sell, convey,
mortgage, transfer or dispose of any property or other assets that the Managing
Member deems necessary or advisable;

(© to negotiate, enter into, perform, modify, extend,
terminate, amend, waive, renegotiate and/or carry out any contract and agreements of
any kind and nature, including without limitation, contracts and agreements with any
Member or any agent of the Company, as the Managing Member deems necessary or
advisable, but only in such amanner that is consistent withthe provisions of this
Agreement and the Standards of Conduct;

(d) to lend money and toinvest and reinvest its funds;
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(e) to sue and be sued, complain and defend, and participae
in administrative, judicial and other proceedings, in the name of, and on behalf of, the
Company;

H to pay, collect, compromise, arbitrate or otherwise adjust
or settle any and dl claims or demands of or against the Company, in such amounts
and upon such terms and conditions as the Managing Memba' shall reasonaldy
determine;

(9) to, from time to time, employ, engage, hire or otherwise
secure the services of such Persons, including any Member, as the Managing Member
may deem necessary or advisable for the proper execution of its duties as Managing
Member hereunder, provided such services are within the scope of the foregoing
authority granted to the Managing Member hereunder, with such employment to be for
such reasonable compensation and upon such reasonable terms and conditions as the
Managing Member shall determine, but only in such a manner that is consistent with
the provisions of this Agreement and the Standards of Conduct;

(h) to, from time to time, appoint such Executive Officers as
the Managing Membea deems necessary or advisable, define and modify, from time to
time, such Executive Officers duties, and fix and adjust, as appropriate, such
Executive Officers compensation;

) to borrow money and issue evidences of indebtednessas
provided in Section 4.5, including without limitation, to accept advances from Public
Power Participants under Convertible Notes, and to issue the Convertible Notes
necessary, convenient or incidental to the business of the Company, and secure the
same by mortgage, pledge or other lien on any tangible assets of the Company;

@) to prepare, execute, file record, publish and deliver any
and all instruments, documents or statements necessary or convenient to effectuate any
and all actions that the Managing Member is authorized to take on behalf of the
Company;

(k)  todeal with, or otherwise engage in business with, or
provide services to and receive compensation therefor from, any Person who has
provided servicesto, lent money to, sold property to, or purchased property from the
Company or a Member, or any Person who may do so in the future, but only in such a
manner that is consistent with the provisions of this Agreement, and the Standards of
Conduct; and
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M to establish all accounting and tax policies that the
Company will use to mantain its books and records.

9.4  Restrictions on Other Members. Except as expressly provided
in the Approval Terms of this Agreement or required by any non-waivable provision
of the Act or other applicable law, no Member other than the Managing Member shall
(a) have the right to vote on or consent to any other matter, act, decision or document
involving the Company or its business, (b) have the authority to sign or deliver any
instrument transferring or affecting the Company'sinterest in any real property, or (c)
take part in the day-to-day management, or the operaion or control, of the business
and affairs of the Company. Except to the extent expressly delegated by the Managing
Member, no other Member or Person other than the Managing Member shall be an
agent for the Company or have any right, power or authority to transadt any business
in the name of the Company or to act for or on behalf of or to bind the Company.

9.5  Personnel. The Managing Member may, in its sole discretion,
employ for the Company such personnel as it deems appropriate, but only in such a
manner that is consistent with the provisions of this Agreement and the Standards of
Conduct.

9.6  Restrictions on Managing Member. Notwithstanding any con-
trary provision of this Agreement, without the approval or written consent of all of the
Members, the Managing Member shall not have the authority to:

@ Do any act in contravention of this Agreement or
contrary to the best interests of the Company;

(b) Knowingly perform any act that would subject any
Member to liability for the debts, liabilities or obligations of the Company;

(©) Require any Member to make Adeitional Capital
Contributions to the Company, except as required for a Person to initially become a
Member pursuant to Section 3.2(b);

(d) Receive any compensation for performing its duties as
the Managing Member;

(e Except for such adjustments or revaluations as are
contemplated in the definition of Book Tax Value set forth in Article 1 hereof, revalue,
or cause to be revalued, any assets of the Company; or
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() Do any acts, perform any actions or effect any matters
requiring approval of the Members under the provisions of this Agreement or the Act
or other applicable law, without first obtaining the approval of the Members required
by such provisions.

ARTICLE 10
Transfer of Interests in the Company; Withdrawal of Members

10.1 Prohibited Transfers. Except as provided in Section 10.2 of
this Agreement, no Member may Trander or encumber its Hteresta-the-Company
LL C Interestsor any part thereof in any way whatsoever, and any such Transfer or
encumbrance in violation of this Article 10 shall be null and void as against the
Company, except as otherwise permitted herein or provided by law, and the Trans-
ferring or withdrawing Members shall be liable to the Company and the other
Members for all damages that they may sustain as aresult of such attempted Transfer.

10.2  Permitted Transfers by Members. No Member may Transfer all
or aportion of itstaterest LL C Interestsin the Company unless:

@ the Member desiring to consummate such Transfer (the
"Assigning Member"), and the prospective Transferee each execute, acknowledgeand
deliver to all the ather Members such instruments of transfer and assignment with
respect to such Transfer and such other instrumentsas are reasonably satisfactory in
form and substance to a Mgjority of the Members, except that the provisions of this
Section 10.2 (a) shall not apply to any Transfer that is madeto a Person that is already
aMember or that is made immediately prior to, and in connection with, the
conversions of that portion of such traterest LLC Intereststhat ts are to be Fransterred
converted into shares of Class B Common Stock or Class C Common Stock of the
Corporate-Manager Managing Member pursuant to the terms of this Agreement and
the Member and Stockholder Agreement and the immediate conversion thereafter of
such shares of Class B Common Stock or Class C Common Stock into shares of Class
A Common Stock pursuant to the provisions of the Certificate of Incorporation of the

Corperate-Manager Managing Member for purposes of offering and selling such
shares of Class A Cammon Stock to the public or to private investors;

(b) the Transfer will not violate any securities laws or any
other applicable federal or state laws or the order of any court having jurisdiction over
the Company or any of its assets;
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(c) the Transfer will not result in or create a"prohibited
transaction" as defined in Code section 4975(c) or result in or cause the Company or
any Member to be liable for excise tax under Chapter 42 of the Code or result in or
cause the Company or the Company's assets to become the assets of an employee
benefit plan (asdefined in Section 3(3) of ERISA);

(d) the Transfer will not cause any violation of or an event
of default under, or result in acceleration of any indebtedness under, any note, mort-
gage, loan, or similar instrument or document to which the Company is a party; and

(e the Transfer will not cause the Company to be classified
as corporation (or an association taxable as a corporation) within the meaning of the
Code section 7701 or as apublicly traded partnership within the meaning of Code
section 7704.

10.3. Transfer Procedures. (a) Any Member that intends to transfer
part or al of itstaterest LL C Interests (other than pursuant to a conversion thereof
pursuant to seettor-3-4 Section 3.10 of this Agreement) shall notify the Cerperate
Manager Managing Member in writing of itsintention to transfer, the Percentage
Interest proposad to be transferred, and the date on which such tranger is proposed to
occur, which date shall be at least 45 days after the date of such notice (the " Transfer
Date"). The Cerperate-Manager Managing Member shall promptly provide a copy of
such written notice to the other Members. Any other Member that contemplates
transferring part or all of itstaterest LL C Interestswithin the twelve month period
beginning on the date after the Transfer Date (other than pursuant to a conversion
thereof pursuant to seetion-3-4 Section 3.10 of this Agreement) shall notify the
Corperate-Manager Managing Member, within 15 days of its receipt of the notification
set forth in the preceding sentence, as to the Percentage Interest that such Member
contemplates transferring within such twelve month period.

(b) Upon receipt of the notices described in paragraph (a),
the Cerperate-Manger Managing Member shall approve any proposed transfers (that
otherwise meet the requirements of seetien Section 10.2 of this Agreement) in
accordance with the following provisions. (i) if theaggregate Percentage Intereds
proposed to be transferred by aII Members does not exceed fifty percent ef-the

: == Ry, then al such Members
shaII be entitled to transfer the Percentage Interests proposed to be transferred; (ii) if
the aggregate Percentage Interests proposed to be transferred by aII M embers equals or
exceeds fifty percent e r
Company, then each such Member shaII be ertltled to transferthat portlon of its
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Percentage Interest proposed to be transferred by it less the product of (A) the amount
by which the aggregate Percentage Interests proposed to be transferred by al M embers
exceeds forty-nine percent r
Company and (B) afraction, the numerator of whrch isthe Percentage Interests |
proposed to be transferred by such Member and the denominator of which isthe
aggregate Percentage I ntereds proposed to be transferred by dl Members; and (iii) if

any Member that provides a notice described in paragraph (a) does nat transfer at |east
one-half of the Percentage Interest specified in such notice as being subject to transfer
within the twelve month period referred to in paragraph (a), such Member will not be
permitted to trander any of itstaterest LL C Interestsin the Company during the |
immediately succeeding twelve month period unless such Member deliversto the
Company a written opinion of nationally recognized tax counsel, in form and

substance satisfactory to the Company, substantially to the effect that the transfer

(together with any proposed transfers by any other Member during suchtwelve month
period) will not cause a material adverse tax consequence to the Company or any of

the Members, including, but not limited to, any material adverse tax consequence
resulting, directly or indirectly, from the termination of the Company under Code

section 708(b)(1)(B).

10.4  Substitute Member. A Transferee of the-whele-erany-part-of-an |
trterest any LL C Interestsin the Company who satisfies the conditions set forth in |

Section 10.2 hereof shall have the right to become a Member in place of the Assigning
Member (a"Substitute Member") only if al of the following conditions are satisfied:

@ the fully executed and acknowledged written instrument
of assignment that has been filed with the Company sets forth a statement of the
intention of the Assgning Member that the Transfereebecome a Substitute Member in
its place;

(b) the Transferee executes, adopts and acknowledges this
Agreement, and those certain other agreements set forth in Schedule C attached hereto,
and agrees to assume all the obligations of the Assigning Member hereunder and
thereunder; and

(©) any costs of the Transfer incurred by the Company shdl
have been reimbursed to the Company by the Assigning Member or the Transferee.

10.5 Involuntary Withdrawal by a Member. Upon the occurrence of
an event referenced in Section 18-304 of the Act, or any successor provision thereto,
the Member with respect to whom such event occurred shall forthwith cease to be a
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Member and shall have no rights or powers as a Member and the continuation of the
Company shall be governed by Section 11.2 of this Agreement.

10.6  Voluntary Withdrawal by a Member. NO Member may resign
or withdraw from the Company (other than pursuant to a Transfer in accordancewith
Section 10.2) without the prior written consent of all of the Members, which consent
may not be unreasonably withheld or delayed.

10.7  Effect of Transfer. No Transfer shall relieve any Member from
its obligations incurred hereunder prior to such Transfer.

ARTICLE 11
Dissolution and Liquidation

11.1  Dissolution. Subject to Section 11.2, the Company shdl be dis-
solved upon the first of the following events to occur (each a"Dissolution Event"):

) One hundred eighty (180) days after the filing of a bankruptcy petition,
provided that such petition has not been dismissed in the interim;

{e)(b) The sale, transfer or other disposition of all or substan-
tialy all the asses of the Company, including condemnation by eminent doman;

{eh(c) Anagreement inwriting by all of the Membersto
dissolve the Compary;

{e)(d) Anentry of adecree of judicial dissolution of the
Company; or

{H(e) The occurrence of any other event specified under the
Act as one requiring such dissolution.

11.2  Election to Continue the Business. The Company shall not be
dissolved pursuant to a Dissolution Event specified in Subsections 11.1(a) or (f)
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(except as otherwise provided in the Act), if, within 45 days of such Dissolution
Event, aMajority of the Members remaining agree in writing to continue the business
of the Company, and in the event there is only one remaining Member, such Member
shall have the right to admit a new Member in accordance with the termsof this
Aqgreement.

11.3  Closing of Affairs. Inthe event of the dissolution of the
Company for any reason, and in the absence of an election to continue the business of
the Company, an independent liquidator (the "Liquidator") selected by a Majority of
the Members remaning shall commence to close the affairs of the Company, to liqui-
date its investments and to terminate the Company. The Liquidator shall act asa
fiduciary to the Company and shall have full right and unlimited discretion to manage
the business of the Company during the period of closing the affairs of the Company
and to determine the time, manner and terms of any sale or sales of Company property
pursuant to such liquidation. Upon complete liquidation of the Company's propety
and compliance with the distribution provisions set forth in Section 11.4 hereof, the
Company shall cease to be such and the Liquidator shall execute, acknowledge and
cause to befiled all certificates necessary to terminate the Company.

11.4 Distributions Upon Dissolution.

@ The Liquidator shall, as soon as practicable, close the
affairs of the Company, adjust the Book Tax Values of dl Company assetsin
accordance with the definition of Book Tax Value and sell or distribute the assets of
the Company. The assets of the Company shall be applied, to the extent permitted by
the Act, in the following order of priority:

() First, to pay the costs and expenses of the closing of the
affairs and liquidation of the Company;

(if) Second, to pay the debts and liabilities of the Company;

(iii) Third, to establish reserves adequate to meet any and all
contingent or unforeseen liabilities or obligations of the Company, provided that at the
expiration of such period of time as the Liquidator may reasonably deem advisable,
the balance of such reserves remaining after the payment of such contingencies or
liabilities shall be distributed as hereinafter provided; and

(iv) Einally, to al Membersin accordance with their positive
Capital Account balances, after giving effect to all contributions, distributions and
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alocationsfor dl periods.

(b) If upon termination and liquidation of the Company, the
Liquidator determinesthat (i) an immediate sale of part or all of the assets of the
Company would cause undue loss to the Members, and (ii) the assets of the Company-
would be readily susceptible to division for distribution in kind to the Members, then
to that extent the Liquidator may distribute such assets to the Membersin kind. For
such purposes, the assets of the Company shall be valued at fair market value at the
time of distribution to be determined by an independent appraiser selected in good
faith by the Liquidator.

115 Orderly Liquidation. A reasonable time shall be allowed for the
orderly liquidation of the assets of the Company and the discharge of liabilities so as
to minimize the losses normally attendant upon aliquidation.

11.6  Deficit Upon Liguidation. Except to the extent otherwise
provided in this Agreement or by law with respect to third-party creditors of the
Company, upon liquidation, none of the Members shall be liable to the Company for
any deficit in its Capital Account, nor shall such deficits be deemed assets of the
Company.

ARTICLE 12
Indemnification

121 Indemnity. The Company shall indemnify any Person who was
or isaparty or isthreatened to be made a party to any threatened, pending or
completed action, suit or proceeding, whether civil, criminal, adminigrative or investi-
gative, by reason of the fact that such Person is or was a Member, an employee or an
agent of the Company, against expenses, including attorneys fees, judgment, fines and
amounts paid in settlement actually and reasonably incurred by such Person in
connection with the action, suit or proceeding if such Person acted in good faith and in
amanner which such Person reasonably believed to bein or not opposed to the best
interests of this Company, and, with respect to a criminal action or proceeding, had no
reasonable cause to believe its conduct was unlawful; provided that such indemnity
shall not be mandatory for any Person seeking indemnity in connection with a
proceeding voluntarily initiated by such Person unless such proceeding was authorized
by the Managing Member. No Member shall be indemnified with respect to actions
between Members or their Affiliaes.

12.2  Advance Payment of Expenses. The expenses of Members
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incurred in defending acivil or criminal action, suit or proceeding may be paid by the
Company as they are incurred and inadvance of the final disposition of the action, suit
or proceeding, upon receipt of an undertaking by or on behalf of the Member to repay
the amount if it is ultimately determined by a court of competent jurisdiction that such
Member is not entitled to be indemnified by the Company. Theprovisions of this
subsection do not affect any rights to advancement of expenses to which personnel
other than Members may be entitled under any contract or otherwise by law.

12.3  Other Arrangements Not Excluded. The indemnification and
advancement of expenses authorized in or ordered by a court pursuant to this
Article 12

@ Does not exclude any other rights to which a Person
seeking indemnification or advancement of expenses may be entitled under the Act or
any agreement, vote of Members or otherwise, for either an action in any such Person's
officia capacity or an action in another capacity while holding such Person's office,
except that indemnification, unless ordered by a court, shall not be made to or on
behalf of any Member if afinal adjudication established that such Member's acts or
omissions involved intentional misconduct, fraud or a knowing violation of the law
and were material to the cause of action; and

(b) Continues for a Person who has ceased to be a Member,
employee or agent and inures to the benefit of the heirs, executors and administrators
of such a Person.

ARTICLE 13
Amendment to Agreement

13.1 Amendments to this Agreement may be made by the Managing
Member, provided, however, that any amendment affecting the Approval Terms or the
Economic Terms of this Agreement shall be approved in writing by a Mg ority of the
Members. An amendment shall become effective as of the date specified in the
Members approval or, if noneisrequired or specified, as of the date of such approval
or as otherwise provided in the Act.
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ARTICLE 14
General Provisions

14.1  Other Activities. A Member may engage or invest in, and
devote itstime to, any other business venture or activities of any nature and descrip-
tion (independertly or with others) and shall have no duties or liabilitiesunder this
Agreement to any other Member or other Person for engaging in such activities or
pursuing such opportunities.

14.2  Nondisclosure; Publicity. The Members shdl not, at any time
directly or through others, use, disclose, publish or otherwise disseminae any and al
confidential information of the Company or that of the Members discovered,
developed or known by the Members asa consequence o their respective ownership
of, employment by or relationship with the Company, including information entrusted
to the Company by others, and any proprietary rights, inventions or tangible
unpatented proprietary rights of the Company, except that a Member may disclose
information to an Affiliate provided that such Affiliate agrees to be bound by the
provisions of this Section 14.2, and except as required for any Member's financing,
banking or other credit relationships or for any Member's compliance with the
securities laws or other applicale laws.

14.3 Notices. Unless otherwisespecifically provided in this
Agreement, all notices and other communications required or permitted to be given
hereunder shall be in writing and shall be (i) delivered by hand, (ii) delivered by a
nationally recognized commercial overnight delivery service, (iii) mailed postage
prepaid by certified mail in any such case directed or addressed to the respective
addresses set forth in Schedule A attached hereto (iv) transmitted by facsimile to the
facsimile number set forth in Schedule A attached hereto, with receipt confirmed.
Such notices shall be effective: (g in the case of hand deliveries, when received; (b) in
the case of an overnight delivery service, on the next business day after being placed
in the possession of such delivery service, with delivery charges prepaid; (c) in the
case of certified mail, upon receipt of the written signature card indicating acceptance
by addressee; and (d) in the case of facsimile notices, the Business Day following the
date on which electronic indication of receipt isreceived. Any Member may change
its address and facsimile number by written notice to theother parties givenin
accordance with this Section 14.3, following the effectiveness of which notice
Schedule A attached hereto shall be updated accordingly.

14.4  Entire Agreement, etc. This Agreement and those agreements
listed on Schedule C attached hereto shall constitute the entire agreement between the
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parties hereto relating to the operations of the Company and shall supersede all prior
contracts, agreements and understandings between them relating to such operations.

145  Construction Principles. Asused in this Agreement, wordsin
any gender shall be deemed to include all other genders. The singular shall be deemed
to include the plural and vice versa The captions and article and section headingsin
this Agreement are inserted for convenience of reference only and are not intended to
have significance for the interpretation of or congruction of the provisions of this
Agreement.

14.6  Counterparts. This Agreement may be executed in two or more
counterparts by the parties hereto, each of whichwhen so executed will be an origind,
but al of which together will constitute one and the same instrument.

14.7  Severability. If any provision of this Agreement is held to be
invalid or unenforceable for any reason, such provision shall be ineffective to the
extent of such invdidity or unenforceability; provided, however, that the remaining
provisions will continue in full force without being impaired or invalidated in any way
unless such invalid or unenforcezble provision or clause shall be so significant asto
materially affect the parties' expectations regarding this Agreement. Otherwise, the
parties hereto agree to replaceany invalid or unenforceable provision with avalid
provision which most closely approximates the intent and economic effect of the
invalid or unenforceable provision.

14.8 Binding Effect. Subject to the provisions of this Agreement
relating to transferability, this Agreement shall be binding upon, and inure to the
benefit of, the Members and their respective successors and permitted assigns.

14.9  Additional Documents and Acts. Each Member agreesto
execute and deliver such additional documents and instruments and to perform such
additional acts as may be necessary or appropriate to effectuate, carry out and perform
all of the terms, provisions, and conditions of this Agreement and of the transactions
contemplated hereby.

14.10 No Third Party Beneficiary. This Agreement is made solely for
the benefit of the parties hereto and their successors and permitted assigns and no
other Person shall have any rights, interest, or claims hereunder or otherwise be
entitled to any benefits under or on account of this Agreement as a third party
beneficiary or otherwise.
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14.11 Waiver of Partition. Each of the Members hereby irrevocably
waives any and all rights that such Member may have to maintain any action for
partition of any of the Company's property.

14.12 Arbitration, Governing Law. Any dispute or controversy as
may arise out of or relating to this Agreement, including any question regarding its
existence, validity or construction shall be resolved in accordance with the Alternative
Dispute Resolution Process set forth in Schedule D hereto. This Agreement shall be
governed by and construed in accordance with the laws of the State of Delaware
without giving effect to the principles of conflicts of law.

14.13 Limitation on Ownership of Managing Member’s Shares. The
Members hereby acknowledge that the By-laws of the Managing Member provide that
(i) no Market Participant may own, directly or indirectly, or have the ability, by
contract or otherwise, to direct the exercise of voting rights of (collectively “Own’”)
more than 5% of the outstanding Class A Common Stock of Managing Member
during the five year period following the date of the commencement of the Managing
Member's operations, (ii) no Class of Market Participants may own more than an
aggregate of 15% of the outstanding Class A Common Stock of the Managing
Member during such five year period, (iii) no Market Participant (including any
Member) may Own any Class A Common Stock of the Managing Member after the
date that isfive years after the date of the commencement of the Managing Member's
operations, without prior FERC approval and (iv) no Market Participant may Own any
Class C Common Stock of the Managing Member. The Members hereby agree that
they will not take or suffer to be taken any action that would result in aviolation of the
foregoing prohibition and that, if, at any time, a Member Owns in excess of 5% of the
outstanding Class A Common Stock of the Managing Member or any Member which
isaMarket Participant Owns any Class C Common Stock of the Managing Member,
such Member shall immediately (i) notify the Company thereof and (ii) divest itself of
an amount of such capital stock equd to such excess.

[S'GNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, each of the parties hereto has duly executed
this Agreement as of the date first written above.

CORPORATEMANAGER MANAGING
MEMBER

By:
Name:
Title:

By:
Name:
Title:

By:
Name:
Title:
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Member's Name Address Telephone/Facsimile Typeof LLC Interest
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SCHEDULE B

'?Me“'.bl &S HE""EI’ rSSets esnltnbul Eed[aS“"E'al SE]B['EE'I r ¥

Initial Net
Book Value of
Transmission Asset Value | nvestment Percentage
Assets Percentage Percentage | nterest
Participants
Members:
l $ *% *% *%
* $ *% *% *%
* $ * 0 *% *%
Debt Holders:
* $ *% *% n/a
* $ *% *% n/a
* $ *% *% n/a
Other Participarts:
* $ *% n/a n/a
* $ *% n/a n/a
* $ *% n/a n/a
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SCHEDULE C

OTHER AGREEMENTS

[Management Agreement Between Franseorneet TransConnect LL C and
Fransconnect TransConnect Corporate Manager, Inc. |

[Member and Stockholder Agreement]

[ Transmission Management Agreements, as and if applicable]

[Insert other rdevant agreements between the Mambers]
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SCHEDULE D
ALTERNATIVE DISPUTE RESOLUTION PROCESS
1. Definitions. Capitalized term used but not defined in this Schedule shall havethe
meaning ascribed to such termsin the Limited Liability Company Operating Agreement

for Fransconneet TransConnect LL C (the “ Agreement”).

2. Dispute Resolution.

2.1 Preconditions to Arbitration.

2.1.1 Informal Settlement. The parties shall make all reasonable efforts
to settle all disputes governed by this Schedule. In the event any such dispute is not
settled, either party may request in writing that the Managing Member appoint an
impartial facilitator to aid the partiesin reaching a mutually acceptable resolution to the
dispute; such appointment shall be made within 10 days of receipt of the request. The
facilitator and representatives of the parties with authority to settle the dispute shall meet
within 21 days after the facilitator has been appointed to attempt to negotiate aresolution
of the dispute. Settlement offers shall not be admissible in any subsequert dispute
resolution process. With the consent of all parties, resolution may include referring the
matter to atechnical body for resolution or for an advisory opinion.

212 Impasse If the parties have not succeeded in negotiating a
resolution of the dispute within 30 days after first meeting with the facilitator or if the
facilitator is not appointed within 10 days pursuant to Section 2.1.1 of this Schedule,
unless otherwise agreed, the parties shall be deemed to be at an impasse and any such
disputing party may commence the arbitration process provided hereunder by natice to
the other party.

2.1.3 Statementsof Dispute. Within 14 days of aparty’ s requestthat the
arbitration process be commenced, each party shall submit a statement in writing to the
other party, which statement shall set forth in reasonable detail the nature of the dispute,
the issues to be arbitrated, and the proposed arbitrator’s award sought through such
arbitration proceedings. To the extent parties do not agree on the terms of a required
contract provision, each submittal shall include proposed contract |anguage for those
issuesin dispute.

2.1.4 Selection of an Arbitrator. Within 10 daysfollowing the submission
of their statements, the parties shall select an arbitrator familiar with and knowledgeable
about the policiesand criteriaused in the Company’ sor the parties busi ness, transmission
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systems and regulatory requrements. If the parties cannot agree upon an arbitrator, the
parties shall take turns striking names from alist of 10 qualified individuals supplied by
the Arbitration Committee of the Western Regional Transmission Association, or any
successor organization (the*WRTA™) fromthelist maintainedby the WRTA Board, with
aparty chosen by lot first striking aname. The last-remaining name not stricken shall be
designated as the arbitrator. If that individual is unable or unwilling to serve, the
individual last stricken from the list shall bedesignated and the process repeated until an
individual isselected whoisableand willing to serve. Absent the expresswritten consent
of all partiesasto any particular individual, no person shall beeligiblefor selection asan
arbitrator who isapast or present officer, member of the governing body, employee of or
consultant to any of the parties, or of an entity related to or affiliated with any of the
parties, or whose interests are otherwise affected by the matter to be arbitrated. Any
individual designated as an arbitrator shall make known to the parties any such
disgqualifying relationship and anew arbitrator shall be designated in accordance with the
provisions of this Section 2.1.4.

215 Procedura Rules The arbitrator shal determine discovery
procedures, intervention rights, how evidence shall betaken, what written submittalsmay
be made, and other such procedural matters, taking into account the complexity of the
issues involved, the extent to which factual matters are disputed and the extent to which
the credibility of witnesses is relevant to a resolution of the dispute. Intervenors shall
have the same procedural rights as partiesto the dispute. Each party to the dispute shall
produce al evidence determined by the arbitrator to be relevant to the issues presented.
Tothe extent such evidenceinvolves commercially sensitive or confidential information,
the arbitrator shall issue an appropriate protective order which shall be complied with by
all partiesto the dispute. The arbitrator may elect to resolvethe arbitration meter solely
on the basis of written evidence and arguments.

2.1.6 Intervention. Thearbitrator shall admit asintervenorsin thedispute
resol ution processany Person that requestsintervention and demonstraestothearbitrator
good causefor intervention. Absent theagreementto the contrary of all parties, no Person
shall be permitted to intervene unless, as a condition of its intervention, it agrees to be
bound by the provisions of this Schedule in regard to the arbitration, including the
provisions related to deference on apped to the FERC set forth in Section 2.5 of this
Schedule.

2.1.7 Evidence. The arbitrator shall take evidence submitted by the
disputing parties in accordance with procedures established by the arbitrator and may
request additional information, including the opinion of recognized technical bodies All
disputing parties shall be afforded a reasonable opportunity to rebut any such additional
information. Other affected entities may request in writing that the arbitrator consider
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additional information and the arbitrator may consider such additional information,
subject to aright of the parties to have a reasonabl e opportunity to rebut such additional
information.

2.2  Substantive Standards and Decision. As soon as practicable but in no
event later than 115 days of hisor her selectionasarbitrator, the arbitrator shdl select, by
written noticeto the parties, the proposed award of aparty, or intervenor which best meets
the terms and intent of this Agreement, of any provisions of the RTO Tariffs not
inconsistent with this Agreemert, other applicable agreements, laws, or regulations, or
applicabletechnical standards and criteria not inconsistent with this Agreement and any
other policies or determinations by the arbitrator not inconsistent with this Agreement;
provided, however, if the arbitrator concludes that no proposed award is consistent with
the applicable considerations or that no proposed award addresses all issues in dispute,
the arbitrator shall specify how each proposed award is deficient and request that the
disputing parties submit new proposed awards that cure the deficiency perceived by the
arbitrator. A written decision, including specific findings of fact, explaining the basisfor
the award shall be provided by the arbitrator with the written notice to the parties.
Awards shall be based only on the evidence on therecord beforethe arbitrator. No award
that is not appealed shall be deemed to be precedential in any other arbitration relaed to
adifferent dispute.

2.3 Compliance and Costs.

2.3.1 Compliance With the Arbitrator’s Award. Immediately upon the
decision by the arbitrator, except during the period of appeal as provided for in Section
2.4 of this Schedule, the parties shall commence to take, and thereafter diligently
prosecute to completion, whatever action is required to comply with the selected award
to the extent the selected award does not require regulatory action. To the extent the
award requires local, state, federal, provincial or tribal approval or regulatory action,
FERC review of an awardinvolving afederal power marketing agency, or aFERC filing
by atransmission provider subject to Sections 205 or 206 of the Federal Power Act (the
“FPA™), the affected party or intervenor shall promptly submit and support that portion
of the award with theappropriate authority except as provided in Section 2.4 or Section
2.5 of this Schedule. Any and all costs associated with the arbitration (but not including
theparties costsassociated with attorney and witness fees) shall be borneby the party or
parties whose proposed award was not selected, unless the parties agree to an altemate
method of allocating costs, or unlessthe arbitrator determines it would beappropriate to
allocate all or aportion of such coststo one or more intervenors.
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24  EFERC Appedl.

24.1 Grounds for Appeal. Within 30 days of the issuance of any
arbitration award, any party to an arbitration may apply to the FERC to hear an appeal of
such award with respect to mattersto which the FERC hasjurisdiction, but only upon the
groundsthat the award is contrary to or beyond the scope of this Agreement or is unjust,
unreasonable, unduly discriminatory or preferential or otherwise inconsistent with the
FPA or the FERC' sthen applicable standards or policies. Any appeal to the FERC shall
be based solely upon the record assambled by the arbitrator; provided, however, that any
order by an arbitrator excluding material from the arbitration record or any ruling which
is alleged to violate due process may be explicitly appealed to the FERC by a party asa
part of an appeal under this Section 2.4. Patiesto arbitrationsintend that: (i) theFERC
should afford substantial deferenceto thefactual findingsof thearbitraor; (ii) the portion,
if any, of the award relating to issues not of first impression (i.e., matters previously
decided by the FERC or a court of competent jurisdiction incases involving comparable
factsand circumstances) should be afforded appropriatedeference by the FERC; and (iii)
the portion, if any, of the award relating to issues of first impression should be afforded
no deference by the FERC. Implementation of the award shall be stayed pending an
appeal to the FERC unless and until, at the request of a disputing party, the FERC issues
an order shortening or extending the stay.

2.4.2 No Expansion of Factual Record. No party to an arbitration shall
seek to expand the factual record before the FERC beyond that offered to the arbitrator,
except that any party to an arbitration may submit such additional evidence or argument
as may be needed to respond to new evidence or arguments raised by intervenors before
the FERC who were not parties to the arbitration.

25  Judicia Review. Subject to theright of any party to appeal to and
exhaustion of remedies at the FERC, as provided in Section 2.4 of this Schedule, any
party shall be entitled to seek enforcement of the award in any court of competent
jurisdiction. Except for appeals of any decision by the FERC, judicial challengesto an
award under this Schedule shall be limited to the grounds specified in the Federal
Arbitration Act, Title 9.
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SCHEDULE E

DEFINITION OF TRANSMISSION ASSETS

The "Transmission Assets' of a Participant subject to regulation by FERC shall
consist of all right, title and interest of such Participant in and to the assets the cost of
which isrequiredto be included in Acacounts 350 to 359 (inclusive, except for GSUsin
Account 353) under the FERC Uniform System of Accounts, but shall exclude

Excluded Assets (as defined below).

The "Transmission Assets' of a Participant not subject to requlation by FERC
shall consist of al right, title and interest of such in and to the assets the cost of which
would have been included in Accounts 350 to 359 (inclusve, except for GSUsin
Account 353) under the FERC Uniform System of Accounts had such Participant been
subject to regulation by FERC, but shall exclude Excluded Assets (as defined below);
provided, however, the Transmission Assets shall consist only of those assets owned
by, leased by or under the control of the Participant and or electrically interconnected
therewith, that are necessary for TransConnect to exercise Functional Control over
such Participant's transmission of electricity from, but not including, (i) in the case of
generating facilities owned by a Participant, the higher voltage bus of the generation
step-up transformers that increase voltage to transmission levels, or (ii) in the case of
generating facilities owned by others, the point of interconnection in the switchyard to,
and including, (iii) the higher voltage bus of the transmission/distribution stepdown
transformers tha reduce voltagefrom transmission levels, or (iv) in stations with

high-side breaker, the disconnect before the breaker.

"Excluded Assets" shall include, without limitation, the following assets of a
Participant:

(a) all cash, cash equivalents, bank deposits, accounts receivable, and any
income, sales, payroll, property or other Tax recdvables;

(b) certificates of deposit, shares of stock, securities, bonds, debentures,
and evidences of indebtedness;

(c) any rights or interest in the trade names, trademarks service marks,
patents, copyrights or l0gos;

(d)  any refund or credit (i) related to taxes paid prior to the beginning of the
term of this Agreement in respect of the Transmission Assets of such Partid pant,

whether such refund is recelved as a payment or as a credit against future taxes
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payable, (ii) arising under any contracts or tariffs of such Participant that are subject to
cost of service regulation and relating to services provided prior to the beginning of the

term of this Agreement, (iii) arising under any contract or tariff that provides for rates
that are subject to regulation by an agency other than FERC, or (iv) relating to a
Grandfathered Transmission Contract (as defined in the applicable Transmission
Management Agreement);

(e) other than repairs, improvements, maintenance or replacements related to
Transmission Assets existing on the date hereof or additions or improvements subject
to Section 3.7 hereof, any Transmission Assets acquired by such Participant after the
date of executing this Agreement, unless and until such Participant consents to allow
TransConnect to exercise Functional Control over such Transmission Assets as
evidenced by such Participant and TransConnect entering into an amendment to this

Agreement and such other agreements as such Participant and TrangConnect shall
deem necessary or advisable;

(f) any assets, property rights, licenses or permits that are used in the
distribution, generation, trading or marketing of electricity, or in telecommunications
(including fiber optic cable and other telecommunication equipment attached or
contained within Transmission Assets), gas transportdion, gas, water, petroleum,

chemical, real estate development, cable business or any other business other than the
Transmission Business; and

(q) all causes of action and claimsarising from any Transmission Assets
including (i) all rights of such Participant in and to any causes of action against third
parties relating to any of the Transmission Assets of such Participant, including any
claims for refunds, prepayments, offsets, recoupment, insurance proceeds,
condemnation awards and the like relating specifically to the Transmission Assets of
such Participant and relating to any period during the term of this Agreement; and (ii)
all unexpired, transferable warranties and guarantees received by such Participant from

manufacturers vendors, contrectors or third parties with respect to any of its
Transmission Assets.

As per the terms of the applicable Transmission Management Agreement, if use of any
Excluded Asset is necessary for TransConnect to exercise Functional Control of a
Participant’ s Transmission Assets, the Participant owning the Excluded Asset shall
permit TransConnect to use the Excluded Asset only to the extent required for
TransConnect to exercise such Functional Control.
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