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Certain Definitions 

Unless the context otherwise requires, all references in this quarterly report to "Ormat", "the Company", 
"we", "us", "our company", "Ormat Technologies" or "our" refer to Ormat Technologies, Inc. and its 
consolidated subsidiaries. The "Senior Secured Notes" refers to the 8¼ % Senior Secured Notes due 2020 that 
were issued in February 2004 by Ormat Funding Corp., one of our subsidiaries. 
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PART I — FINANCIAL INFORMATION 

ITEM 1.     CONDENSED CONSOLIDATED FINANCIAL STATEM ENTS 

ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES  
CONDENSED CONSOLIDATED BALANCE SHEETS  

(Unaudited) 

    



   June 30  
2005  December 31,  

2004  

   
(in thousands, except share and 

per share amounts)  
Assets        

Current assets:                
Cash and cash equivalents  $ 47,224    $ 36,750    
Marketable securities    57,756      89,166    
Restricted cash, cash equivalents and marketable securities    34,908      3,676    
Receivables:                

Trade    35,344      26,913    
Related entities    863      2,413    
Other    2,146      1,816    

Inventories, net    9,141      6,046    
Costs and estimated earnings in excess of billings on uncompleted contracts    3,457      3,164    
Deferred income taxes    1,235      1,001    
Prepaid expenses and other    2,141      2,377    

Total current assets    194,215      173,322    
Restricted cash, cash equivalents and marketable securities    8,950      19,339    
Unconsolidated investments    48,362      48,818    
Deposits and other    12,677      13,759    
Deferred income taxes    4,345      3,044    
Property, plant and equipment, net    455,893      466,826    
Construction-in-process    104,085      60,177    
Deferred financing and lease costs, net    18,557      15,873    
Intangible assets, net    47,540      48,930    

Total assets  $ 894,624    $ 850,088    
Liabilities and Stockholders' Equity                
Current liabilities:                

Accounts payable and accrued expenses  $ 49,819    $ 37,565    
Billings in excess of costs and estimated earnings on uncompleted contracts    10,844      6,139    
Current portion of long-term debt:                

Limited and non-recourse    9,082      8,295    
Full recourse    1,000      24,361    
Senior secured notes (non-recourse)    7,814      6,090    

Due to Parent, including current portion of notes payable to Parent    37,520      40,531    
Total current liabilities    116,079      122,981    

Long-term debt, net of current portion:                
Limited and non-recourse    154,836      159,370    
Full recourse    2,000      3,000    
Senior secured notes (non-recourse)    178,692      183,399    

Notes payable to Parent, net of current portion    155,198      171,809    
Other liabilities    1,349      1,389    
Deferred lease income    70,713      —   
Deferred income taxes    19,913      18,368    
Liabilities for severance pay    11,202      11,129    
Asset retirement obligation    11,045      10,665    

Total liabilities    721,027      682,110    
Minority interest in net assets of subsidiaries    64      64    
Commitments and contingencies (Note 10)                
Stockholders' equity:                

Common stock, par value $0.001 per share; 200,000,000 shares authorized; 31,562,496 shares issued 
and outstanding    31      31    

Additional paid-in capital    124,008      124,008    
Unearned stock-based compensation    (194 )     (244 )   
Retained earnings    50,549      44,441    
Accumulated other comprehensive loss    (861 )     (322 )   

Total stockholders' equity    173,533      167,914    



 

 

  

Total liabilities and stockholder's equity  $ 894,624    $ 850,088    

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES  
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS  

(Unaudited) 

        
   Three Months Ended June 30,  Six Months Ended June 30, 

   2005  2004  2005  2004 

   
(in thousands, except  
per share amounts)  

(in thousands, except  
per share amounts) 

Revenues:                             

Electricity:                             

Energy and capacity  $ 25,458    $ 24,682    $ 49,967    $ 48,048   

Lease portion of energy and capacity    16,650      12,074      32,593      22,167   

Total electricity    42,108      36,756      82,560      70,215   

Products    13,631      15,345      27,075      29,491   

Total revenues    55,739      52,101      109,635      99,706   

Cost of revenues:                             

Electricity:                             

Energy and capacity    20,111      14,863      36,384      29,440   

Lease portion of energy and capacity    7,394      6,359      14,733      11,172   

Total electricity    27,505      21,222      51,117      40,612   

Products    11,427      11,794      22,110      23,122   

Total cost of revenues    38,932      33,016      73,227      63,734   

Gross margin    16,807      19,085      36,408      35,972   

Operating expenses:                             

Research and development expenses    714      900      1,094      1,202   

Selling and marketing expenses    1,651      2,092      3,859      3,946   

General and administrative expenses    2,975      2,887      6,602      5,219   

Operating income    11,467      13,206      24,853      25,605   

Other income (expense):                             

Interest income    1,075      187      1,885      431   

Interest expense    (9,502 )     (10,952 )     (19,800 )     (19,475 )  

Foreign currency translation and transaction gains (losses)    39      (76 )     (44 )     (397 )  

Other non-operating income    72      169      112      145   
Income before income taxes, minority interest, and equity in income 

of investees    3,151      2,534      7,006      6,309   

Income tax provision    (1,154 )     (478 )     (2,634 )     (1,957 )  

Minority interest in earnings of subsidiaries    —     —     —     (108 )  

Equity in income of investees    2,097      1,486      3,630      2,035   

Net income    4,094      3,452      8,002      6,279   

Other comprehensive income (loss), net of related taxes:                             
Loss in respect of derivative instruments designated for cash flow 

hedge (net of tax of $508,000 and $354,000 for the three and six-
month periods ended June 30, 2005, respectively) 

 
  (828 )  

 
  —  

 
  (574 )  

 
  —  

Unrealized gain (loss) on marketable securities available-for-sale (net 
of tax of $(15,000) and $23,000 for the three and six-month periods 
ended June 30, 2005, respectively) 

 
  (27 )  

 
  —  

 
  35   

 
  —  

Comprehensive income  $ 3,239    $ 3,542    $ 7,463    $ 6,279   



 

 

  

 

 

  

Basic and diluted income per share:                       
Net income  $ 0.13    $ 0.15    $ 0.25    $ 0.27   

Weighted average number of shares outstanding    31,563      23,227      31,563      23,227   

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES  
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY  

(Unaudited) 

                     

  
 

      
      

Common Stock 
 Additional 

 
Paid-in  
Capital 

 Unearned  
stock-based  

compensation 

 Retained 
 

Earnings 

 

Accumulated  
Other  

Comprehensive 
 

Loss 

 
Total    Shares  Amount  

   (in thousands, except per share amounts) 

Balance at December 31, 2004    31,563    $ 31    $ 124,008    $ (244 )   $ 44,441    $ (322 )   $ 167,914   

Amortization of unearned stock-based 
compensation    —     —     —     50      —     —     50   

Cash dividend declared, $0.06 per share    —     —     —     —     (1,894 )     —     (1,894 )  

Net income (unaudited)    —     —     —     —     8,002      —     8,002   

Other comprehensive income, net of related taxes:  
Loss in respect of derivative instruments designated 

for cash flow hedge (net of tax of $354,000)    —     —     —     —     —     (574 )     (574 )  

Unrealized gain on marketable securities available-
for-sale (net of tax $23,000)    —     —     —     —     —     35      35   

Balance at June 30, 2005    31,563    $ 31    $ 124,008    $ (194 )   $ 50,549    $ (861 )   $ 173,533   

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES  
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS  

(Unaudited) 

     

   Six Months Ended 
June 30, 

   2005  2004 

   (in thousands) 

Cash flows from operating activities:  
Net income  $ 8,002    $ 6,279   

Adjustments to reconcile net income to net cash provided by operating activities:  
Depreciation and amortization    18,264      14,258   

Minority interest in earnings of subsidiaries    —     108   

Equity in income of investees    (3,630 )     (2,035 )  



 

 

Distributions from unconsolidated investments    3,187      5,182   

Deferred income tax provision (benefit)    (221 )     1,592   

Changes in operating assets and liabilities, net of acquisitions:  
Receivables    (8,761 )     (4,568 )  

Costs and estimated earnings in excess of billings on uncompleted contracts    (293 )     (1,664 )  

Inventories    (3,095 )     (3,744 )  

Prepaid expenses and other    236      16   

Deposits and other    (410 )     1,526   

Accounts payable and accrued expenses    14,754      4,771   

Due from/to related entities, net    1,550      446   

Billings in excess of costs and estimated earnings on uncompleted contracts    4,705      199   

Other liabilities    (40 )     —  

Deferred rental income    (287 )   
Liability for severance pay    859      142   

Asset retirement obligation    380      152   

Net cash provided by operating activities    35,200      22,660   

Cash flows from investing activities:  
Distributions from unconsolidated investments    1,020      —  

Marketable securities, net    31,455      —  

Net change in restricted cash, cash equivalents and marketable securities    (20,828 )     (50,724 )  

Capital expenditures    (48,773 )     (6,615 )  

Decrease of cash resulting from deconsolidation of OLCL    —     (1,800 )  

Increase in severance pay fund asset, net    (224 )     (217 )  

Repayment from joint ventures    441      485   

Cash paid for acquisitions, net of cash received    —     (174,258 )  

Net cash used in investing activities    (36,909 )     (233,129 )  

Cash flows from financing activities:  
Due to Parent, net    (19,622 )     36,848   

Proceeds from issuance of long-term debt    —     210,000   

Repayments of short-term and long-term debt    (31,091 )     (10,408 )  

Deferred debt issuance and lease costs    (3,710 )     (9,448 )  

Proceeds from lease transaction    71,000      —  

Payment for interest rate caps    —     (3,820 )  

Deferred stock offering costs    —     (349 )  

Cash dividends paid    (4,394 )     —  

Net cash provided by financing activities    12,183      222,766   

Net increase in cash and cash equivalents    10,474      12,297   

Cash and cash equivalents at beginning of period    36,750      8,873   

Cash and cash equivalents at end of period  $ 47,224    $ 21,170   

Supplemental non-cash investing and financing activities:  
Conversion of amounts due to Parent to notes payable to Parent  $ —   $ 20,000   

Accounts payable related to purchases of property, plant and equipment    2,655      1,306   

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES  
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S  

(Unaudited) 

NOTE 1 – BASIS OF PRESENTATION 



 

 

These unaudited condensed consolidated interim financial statements of Ormat Technologies, Inc. and its 
subsidiaries (the "Company") have been prepared in accordance with accounting principles generally accepted in 
the United States of America and pursuant to the rules and regulations of the Securities and Exchange 
Commission ("SEC") for interim financial statements. Accordingly, they do not contain all information and notes 
required by accounting principles generally accepted in the United States of America for annual financial 
statements. In the opinion of management, the unaudited condensed consolidated interim financial statements 
reflect all adjustments, which include normal recurring adjustments, necessary for a fair statement of the 
Company's consolidated financial position as of June 30, 2005, consolidated results of operations for the three 
and six-month periods ended June 30, 2005 and 2004, and condensed consolidated cash flows for the six-month 
periods ended June 30, 2005 and 2004. 

The financial data and other information disclosed in these notes to the condensed consolidated interim financial 
statements related to these periods are unaudited. The results for the three and six-month periods ended June 30, 
2005 are not necessarily indicative of the results to be expected for the year ending December 31, 2005. 

These condensed consolidated interim financial statements should be read in conjunction with the audited 
consolidated financial statements and notes thereto included in the Company's annual report on Form 10-K/A for 
the year ended December 31, 2004. The condensed consolidated balance sheet as of December 31, 2004 is 
derived from the audited consolidated financial statements for the year ended December 31, 2004. 

Dollar amounts, except per share data, in the notes to these financial statements are rounded to the closest $1,000. 

Concentration of Credit Risk 

Financial instruments that potentially subject the Company to a concentration of credit risk consist principally of 
temporary cash investments and accounts receivable. 

The Company places its temporary cash investments with high credit quality financial institutions located in the 
United States ("U.S.") and in foreign countries. At June 30, 2005 and December 31, 2004, the Company had 
deposits totaling $13,937,000 and $30,988,000, respectively, in five U.S. financial institutions that were federally 
insured up to $100,000 per account. At June 30, 2005 and December 31, 2004, the Company's deposits in foreign 
countries of approximately $6,400,000 and $9,184,000, respectively, were not insured. 

At June 30, 2005 and December 31, 2004, accounts receivable related to operations in foreign countries 
amounted to approximately $13,193,000 and $7,963,000, respectively. At June 30, 2005 and December 31, 2004, 
accounts receivable from the Company's major customers that have generated 10% or more of its revenues 
amounted to approximately 72% and 80% of the Company's accounts receivable, respectively. 

Southern California Edison Company accounted for 38.8% and 42.4% of the Company's total revenues for the 
three months ended June 30, 2005 and 2004, respectively, and 36.2% and 41.6% of the Company's total revenues 
for the six months ended June 30, 2005 and 2004, respectively. Southern California Edison Company is also the 
power purchaser and revenue source for the Company's Mammoth project, which is accounted for under the 
equity method of accounting. 

Sierra Pacific Power Company accounted for 14.1% and 14.3% of the Company's total revenues for the three 
months ended June 30, 2005 and 2004, respectively, and 15.5% and 13.1 % of the Company's total revenues for 
the six months ended June 30, 2005 and 2004, respectively. 
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES  
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S  

(Unaudited) 

Following the acquisition of the Puna project in June 2004, Hawaii Electric Light Company became one of the 
Company's key customers, accounting for 12.7% and 13.5% or the Company's total revenues for the three and 
six-month periods ended June 30, 2005, respectively. 

The Company performs ongoing credit evaluations of its customers' financial condition. The Company requires 
its customer in Nicaragua to provide a cash security arrangement for its payment obligations. The Company has 
historically been able to collect on all of its receivable balances, and accordingly, no provision for doubtful 
accounts has been made. 



  

 

 

NOTE 2 – STOCK-BASED COMPENSATION 

The Company accounts for stock-based compensation in respect of options issued to its employees based on the 
provisions of Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to Employees ("APB No. 
25"), and Financial Accounting Standards Board ("FASB") Interpretation No. 44, Accounting for Certain 
Transactions Involving Stock Compensation, and other related interpretations which state that no compensation 
expense is required to be recorded for stock options or other stock-based awards to employees that are granted 
with an exercise price equal to or above the estimated fair value per share of common stock on the grant date. In 
the event that stock options are granted at a price lower than the fair market value at that date, the difference 
between the fair market value of the common stock and the exercise price of the stock options is recorded as 
unearned stock-based compensation. Unearned compensation is amortized to compensation expense over the 
vesting period applicable to the stock option. The Company has adopted the disclosure requirements of Statement 
of Financial Accounting Standards ("SFAS") No. 123, Accounting for Stock-Based Compensation, as it relates to 
stock options granted to employees, which requires pro forma net income be disclosed based on the fair value of 
the options granted at the date of the grant. 

Had compensation cost for the options granted to employees of the Company been determined based on the fair 
value method prescribed by SFAS No. 123, using the Black-Scholes option pricing model, the Company's pro 
forma net income and net income per share would have been as follows: 

        

   Three Months  
Ended June 30,  Six Months  

Ended June 30, 

   2005  2004  2005  2004 

   (in thousands, except per share amounts) 

Net income:                             
As reported  $ 4,094    $ 3,542    $ 8,002    $ 6,279   
Add: Total stock-based employee compensation expense 

included in reported net income, net of tax    25      6      50      12   
Deduct: Total stock-based employee compensation expense in 

respect of the Company's stock options determined under 
fair value based method, net of tax 

 
  (11 )  

 
  —  

 
  (23 )  

 
  —  

Deduct: Total stock-based employee compensation expense in 
respect of the Parent's stock options determined under fair 
value based method, net of tax 

 
  (87 )  

 
  (51 )  

 
  (167 )  

 
  (113 )  

Pro forma net income  $ 4,021    $ 3,497    $ 7,862    $ 6,178   
Basic and diluted net income per share:                             

As reported  $ 0.13    $ 0.15    $ 0.25    $ 0.27   
Pro forma  $ 0.13    $ 0.15    $ 0.25    $ 0.27   
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES  
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S  

(Unaudited) 

NOTE 3 – REFINANCING OF THE PUNA PROJECT 

On May 19, 2005, the Company's subsidiary in Hawaii, Puna Geothermal Ventures ("PGV") completed a 
refinancing of the cost of its June 2004 acquisition of the Puna geothermal power plant located on the Big Island 
of Hawaii (the "Puna Project"). The refinancing was concluded with financing parties by means of the lease 
transactions described below. 

Pursuant to a 31-year head lease (the "Head Lease"), PGV leased its geothermal power plant to an unrelated 
company (the "Lessor") in return for a prepaid lease payment in the amount of $71 million (the "Deferred Lease 
Income"). PGV's rights in the geothermal resource and the related power purchase agreement will not be leased 
to the Lessor as part of the Head Lease but will be part of the Lessor's security package. PGV simultaneously 



  

 

 

leased-back the Puna facilities from the Lessor under a 23-year lease (the "Project Lease"). PGV's rent 
obligations under the Project Lease will be paid solely from revenues generated by the Puna Project under a 
power purchase agreement that PGV has with Hawaii Electric Light Company Inc. ("HELCO"). The Head Lease 
and the Project Lease are non-recourse lease obligations to the Company. 

Neither the Head Lease nor the Project Lease meet one or more of the criteria set forth in paragraph 7 of SFAS 
No. 13, Accounting for Leases , for classification as capital leases and, therefore, are accounted for as operating 
leases. The Deferred Lease Income will be amortized, using the straight-line method, over the 31-year term of the 
Head Lease. Deferred transaction costs amounting to $4.2 million will be amortized, using the straight-line 
method, over the 23-year term of the Project Lease. The net annual lease expenses will be $2.6 million (which is 
net of the $2.3 million annual amortization of the Deferred Lease Income). 

Future minimum lease payments under the Project Lease, as of June 30, 2005, are as follows: 

  
   (dollars in thousands) 

Six months ending December 31, 2005  $ 2,021   
Year ending December 31:        
2006    6,218   
2007    6,000   
2008    6,641   
2009    5,912   
2010    5,284   
Thereafter    79,138   
Total  $ 111,214   

A secondary stage of the lease transaction is anticipated to refinance two new geothermal wells that PGV plans to 
drill during the remainder of 2005 (for production and injection). Upon the completion of the drilling of such 
wells and meeting certain other operation conditions, the Lessor and PGV will supplement the Head Lease and 
Project Lease agreements to include the additional wells in a manner similar to the original Head Lease and 
Project Lease. The total amount to be received is approximately $11.8 million. 

  Reserve accounts 

  As required under the terms of the refinancing agreements, there are certain reserve funds that need to be 
managed by the indenture trustee in accordance with certain balance requirements, and which are included 
in the balance sheet as of June 30, 2005 in restricted cash accounts, as mentioned below: 

  PGV maintains accounts to fund the full amount of the next rent payment according to the payment 
schedule. 
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES  
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S  

(Unaudited) 

  PGV maintains an account to fund well field work that is not included in the annual budget, including the 
drilling of new wells (except for the 2005 wells which have separate accounts as described below). The 
reserve should be met on a monthly basis, in amounts equal to 1/12 of a scheduled annual contribution. 

PGV maintains accounts, which are deposited with the indenture trustee until December 30, 2005 to serve as 



 

 

make-whole payments, in case the secondary stage does not occur. As of June 30, 2005, the balance of such 
accounts is approximately $1.4 million. 

In anticipation of the above refinancing, on February 25, 2005, the Company entered into a treasury rate lock 
agreement with a financial institution, at a locked-in treasury rate of 4.31%, with a notional amount of $52.0 
million, which terminated on March 31, 2005. The rate lock was based on a 10-year treasury security that 
matures on February 15, 2015. On March 31, 2005, the Company received from the counterparty to the Rate 
Lock Agreement an amount of $658,000. This amount net of related taxes of $250,000 is recorded as "Gain in 
respect of derivative instruments designated for cash flow hedge, net of related taxes" under "Other 
comprehensive income (loss)" and is amortized over the 23-year term of the Project Lease. 

On April 20, 2005, the Company entered into a new treasury rate lock agreement with the abovementioned 
financial institution, at a locked-in treasury rate of 4.22%, with a notional amount of $52.0 million and originally 
scheduled to terminate on May 2, 2005. The new rate lock agreement's termination date was extended until May 
18, 2005 at a new locked-in treasury rate of 4.25%. The rate lock was based on a 10-year treasury security that 
matures on February 15, 2015. There was no consideration paid by either party as a result of the extension. On 
May 18, 2005, the Company paid the counterparty to the new rate lock agreement the amount of $762,000. This 
amount net of related taxes of $290,000 is recorded as "Loss in respect of derivative instruments designated for 
cash flow hedge, net of related taxes" under "Other comprehensive income (loss)" and is amortized over the 23-
year term of the Project Lease. 

NOTE 4 – NEW ACCOUNTING PRONOUNCEMENTS 

SFAS No. 123R (Revised 2004) – Share-Based Payments 

In December 2004, the FASB issued the revised SFAS No. 123, Share-Based Payments ("SFAS No. 123R"), 
which addresses the accounting for share-based payment transactions in which a company obtains employee 
services in exchange for: (i) equity instruments of the company, or (ii) liabilities that are based on the fair value 
of the company's equity instruments or that may be settled by the issuance of such equity instruments. SFAS No. 
123R eliminates the ability to account for employee share-based payment transactions using APB No. 25 and 
requires instead that such transactions be accounted for using the grant date fair value based method. On April 
14, 2005, the SEC adopted a new rule amending the compliance dates for SFAS No. 123R. In accordance with 
the new rule, the accounting provisions of SFAS No. 123R will be applicable to the Company for the fiscal year 
ending December 31, 2006. Early adoption of SFAS No. 123R is encouraged. SFAS No. 123R applies to all 
awards granted or modified after its effective date. In addition, compensation cost for the unvested portion of 
previously granted awards that remain outstanding on SFAS No. 123R's effective date shall be recognized on or 
after such date, as the related services are rendered, based on the awards' grant date fair value as previously 
calculated for the pro forma disclosure under SFAS No. 123. 

The Company estimates that the cumulative effect of adopting SFAS No. 123R as of its effective date by the 
Company (January 1, 2006), based on the awards outstanding as of June 30, 2005, will be immaterial. This 
estimate does not include the impact of additional awards, which may be granted, or forfeitures, which may occur 
subsequent to June 30, 2005 and prior to the Company's adoption of SFAS No. 123R. The Company expects that 
upon adoption of SFAS No. 123R, it will apply the modified prospective application transition method, as 
permitted thereunder. Under such transition 
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES  
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S  

(Unaudited) 

method, upon the adoption of SFAS No. 123R, the Company's consolidated financial statements for periods prior 
to the effective date will not be restated. The Company does not expect SFAS No. 123R to have a material 
impact on its results of operations and financial position in future periods. 

SFAS No. 151 – Inventory Costs 

In November 2004, the FASB issued SFAS No. 151, Inventory Costs – An Amendment of ARB 43, Chapter 4 . 
SFAS No. 151 amends the guidance in ARB No. 43, Chapter 4, Inventory Pricing , to clarify the accounting for 
abnormal amounts of idle facility expense, freight, handling costs, and wasted material. This Statement requires 



 

 

that those items be recognized as current period charges. In addition, SFAS No. 151 requires that allocation of 
fixed production overheads to the costs of conversion be based on the normal capacity of the production 
facilities. SFAS No. 151 will be effective for inventory costs incurred during fiscal years beginning after June 15, 
2005 (January 1, 2006 for the Company). Earlier application of SFAS No. 151 is permitted. The provisions of 
SFAS No. 151 shall be applied prospectively. The Company does not expect SFAS No. 151 to have a material 
impact on its results of operations and financial position in future periods. 

SFAS No. 153 – Exchange of Nonmonetary Assets 

In December 2004, the FASB issued SFAS No. 153, Exchanges of Nonmonetary Assets – An Amendment of APB 
Opinion No. 29 . SFAS No. 153 amends APB Opinion No. 29, Accounting for Nonmonetary Transactions . The 
amendments made by SFAS No. 153 are based on the principle that exchanges of nonmonetary assets should be 
measured based on the fair value of the assets exchanged. Further, the amendments eliminate the exception for 
nonmonetary exchanges of similar productive assets and replace it with a general exception for exchanges of 
nonmonetary assets that do not have commercial substance. The provisions in SFAS No. 153 are effective for 
nonmonetary asset exchanges occurring in fiscal periods beginning after June 15, 2005 (July 1, 2005 for the 
Company). Early application of SFAS No. 153 is permitted. The provisions of SFAS No. 153 shall be applied 
prospectively. The Company does not expect SFAS No. 153 to have a material impact on its results of operations 
and financial position in future periods. 

FIN No. 47 – Accounting for Conditional Retirement Obligations, an Interpretation of FASB Statement No. 143 

In March of 2005, FASB issued FASB Interpretation No. 47, Accounting for Conditional Retirement 
Obligations , an Interpretation of FASB Statement No. 143 ("FIN No. 47"), which requires companies to 
recognize a liability for the fair value of a legal obligation to perform asset-retirement activities that are 
conditional on a future event, if the amount can be reasonably estimated. FIN No. 47 is effective no later than the 
end of fiscal years ending after December 15, 2005 (December 31, 2005 for the Company). Retrospective 
application for interim financial information is permitted but is not required. Early adoption of FIN No. 47 is 
encouraged. The Company does not expect FIN No. 47 to have a material impact on its results of operations and 
financial position in future periods. 

SFAS No. 154 – Accounting Changes and Error Corrections 

In June 2005, the FASB issued SFAS No. 154, Accounting Changes and Error Corrections . SFAS No. 154 
replaces APB Opinion No. 20, Accounting Changes and FAS No. 3 , Reporting Accounting Changes in Interim 
Financial Statements. SFAS No. 154 requires that a voluntary change in accounting principle be applied 
retrospectively with all prior period financial statements presented on the new accounting principle. SFAS No. 
154 also requires that a change in method of depreciating or amortizing a long-lived non-financial asset be 
accounted for prospectively as a change in estimate, and correction of errors in previously issued financial 
statements should be termed a restatement. SFAS No. 154 is effective for accounting changes and correction of 
errors made in fiscal years beginning after December 15, 2005 (January 1, 2006 for the Company). The Company 
does not expect SFAS No. 154 to have a material impact on its results of operations and financial position in 
future periods. 
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NOTE 5 – INCOME PER SHARE 

Basic income per share is computed by dividing income available to common stock shareholders by the weighted 
average number of shares of common stock outstanding for the period. The Company does not have any equity 
instruments that are dilutive, except for employee stock options which were granted on November 10, 2004 and 
whose dilutive effect on the net income per share for the three and six-month periods ended June 30, 2005 is 
immaterial. The stock options granted to employees of the Company in Ormat industries Ltd. (the "Parent") stock 
are not dilutive to the Company's income per share. 

NOTE 6 – INVENTORIES 



  

  

 

 

Inventories consist of the following: 

    

   June 30,  
2005  December 31,  

2004 

   (in thousands) 

                
Raw materials and purchased parts for assembly  $ 3,642    $ 1,664   
Self-manufactured assembly parts and finished products    5,499      4,382   
Total  $ 9,141    $ 6,046   

NOTE 7 – UNCONSOLIDATED INVESTMENTS 

Unconsolidated investments in power plant projects consist of the following: 

    

   June 30,  
2005  December 31,  

2004 

   (in thousands) 

                
Orzunil:               

Investment  $ 3,812    $ 3,391   
Advances    4,099      4,478   

     7,911      7,869   
Mammoth    35,279      36,361   
OLCL    5,172      4,588   
Total  $ 48,362    $ 48,818   

The unconsolidated power plants are making, from time to time, distributions to their owners. Such distributions 
are deducted from the investments in such power plants. 

The Zunil Project 

The Company has a 21% ownership interest in Orzunil I de Electricidad, Limitada ("Orzunil"), a limited 
responsibility company incorporated in Guatemala and established for the purpose of generation and co-
generation of power by means of a geothermal power plant in the Province of Quetzaltenango in Guatemala. The 
Company operates and maintains the geothermal power plant and the power purchaser supplies geothermal fluid 
to the power plant. The Company's 21% ownership interest in Orzunil is accounted for under the equity method 
of accounting as the Company has the ability to exercise significant influence, but not control, over Orzunil. 

The Company's equity in income of Orzunil was not significant for each of the periods presented in these 
condensed financial statements. 
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The Mammoth Project 

The Company has a 50% interest in the Mammoth Project, which is comprised of three geothermal power plants. 
A $9.3 million basis difference is amortized over the remaining useful life of the property, plant and equipment 
and the power purchase agreements, which range from 12 to 17 years. The Company operates and maintains the 
geothermal power plants under an operating and maintenance ("O&M") agreement. The Company's 50% 



  

  

 

 

  

ownership interest in Mammoth is accounted for under the equity method of accounting as the Company has the 
ability to exercise significant influence, but not control, over Mammoth. 

The condensed financial position and results of operations of Mammoth are summarized below: 

    

   June 30,  
2005  December 31,  

2004 

   (in thousands) 

Condensed balance sheets:               
Current assets  $ 10,588    $ 11,088   
Non-current assets    81,715      83,944   
Current liabilities    780      924   
Non-current liabilities    3,820      3,774   
Partners' Capital    87,703      90,334   

    
   Six Months Ended June 30, 

   2005  2004 

   (in thousands) 

Condensed statements of operations:               
Revenues  $ 7,880    $ 7,690   
Gross margin    2,465      1,771   
Net income    2,369      1,778   

Company's equity in income of Mammoth:               
50% of Mammoth net income  $ 1,184    $ 889   
Plus amortization of basis difference    297      297   

     1,481      1,186   
Less income taxes    (563 )     (438 )  
Total  $ 918    $ 748   

The Leyte Project ("OLCL") 

The Company holds an 80% interest in OLCL (which owns the Leyte Project). Upon the adoption of FIN No. 
46R, however, the balance sheet of OLCL was deconsolidated as of March 31, 2004, and the income and cash 
flow statements were deconsolidated effective April 1, 2004. 
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The condensed financial position and results of operations of OLCL are summarized below: 

    

   June 30,  
2005  December 31,  

2004 

   (in thousands) 

Condensed balance sheets:               
Current assets  $ 7,924    $ 7,178   
Non-current assets    13,836      16,864   



  

 

 

  

Current liabilities    6,215      6,035   
Non-current liabilities    6,349      8,889   
Stockholders' equity    9,196      9,118   

    

  
 Six Months  

Ended June 30, 
 

Period from  
April 1, 2004  
to June 30, 

   2005  2004 

   (in thousands) 

                
Condensed statements of operations:               

Revenues    7,313      3,184   
Gross margin    3,937      1,477   
Net income    2,207      877   

Company's equity in income of OLCL:               
80% of OLCL net income    1,766      702   
Plus amortization of deferred revenue on intercompany profit ($2.4 

million unamortized balance at June 30, 2005)    526      263   
Total  $ 2,292    $ 965   

OLCL's operating results for all periods prior to March 31, 2004 have been accounted for on the consolidated 
method of accounting. Effective April 1, 2004, the Company's ownership interest in OLCL is being accounted for 
using the equity method of accounting. 
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NOTE 8 – LONG-TERM DEBT 

Long-term debt consists of notes payable under the following agreements: 

    

   June 30,  
2005  December 31,  

2004 

   (in thousands) 

Limited and non-recourse agreements:               
Non-recourse agreements:               

Beal Bank Credit Agreement  $ 148,334    $ 150,637   
Limited recourse agreement:               

Credit facility agreement    15,584      17,028   
     163,918      167,665   

Less current portion    (9,082 )     (8,295 )  
Total  $ 154,836    $ 159,370   

Full recourse agreements with banks:               
Loan one  $ 3,000    $ 4,000   
Loan three    —     3,333   
Bridge loan two    —     20,000   
Other    —     28   



 

 

     3,000      27,361   
Less current portion    (1,000 )     (24,361 )  
Total  $ 2,000    $ 3,000   

Senior secured notes (non recourse)  $ 186,506    $ 189,489   
Less current portion    (7,814 )     (6,090 )  
Total  $ 178,692    $ 183,399   

Loan three 

On March 10, 2005, the Company repaid a $10 million loan from a bank in full. The outstanding amount that was 
paid off on such date was $3.3 million. 

Bridge loan two 

In June 2004, the Company entered into a $20 million revolving credit agreement. On February 10, 2005, the 
Company repaid the then outstanding balance under the agreement. The full amount of the line of credit remains 
available through December 31, 2005 and is guaranteed by the Parent. The interest on the line of credit is 
computed at LIBOR plus 1.45% and is payable quarterly. 

Senior secured notes 

On February 13, 2004, the Company, through Ormat Funding Corp. ("Ormat Funding") , a wholly owned 
subsidiary, completed the issuance of $190 million 8¼% senior secured notes (the "Notes" or "Senior Secured 
Notes") pursuant to an exempt offering under Rule 144A and Regulation S of the Securities Act of 1933, as 
amended (the "Offering"), from which it received net cash proceeds of approximately $179.7 million after 
deduction of deferred issuance costs of approximately $10.3 million. Such net proceeds have been included in 
deferred financing costs at December 31, 2004. The Notes have a final maturity date of December 30, 2020. 
Principal and interest on the Notes are payable in semi-annual payments that commenced in June 30, 2004. The 
Notes are collateralized by substantially 
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all of the assets of Ormat Funding and fully and unconditionally guaranteed by all of the wholly owned 
subsidiaries of Ormat Funding, and (with certain exceptions) by all real property, contractual rights, revenues and 
bank accounts, intercompany notes, certain insurance policies and guarantees of Ormat Funding and its 
subsidiaries. There are various restrictive covenants under the Notes, which include limitations on additional 
indebtedness and payment of dividends. 

Ormat Funding may redeem the Notes, in whole or in part, at any time at redemption price equal to the principal 
amount of the Notes to be redeemed plus accrued interest, premium and liquidated damages, if any, plus a "make-
whole" premium. Upon certain events, as defined in the indenture governing the Notes, Ormat Funding may be 
required to redeem a portion of the Notes at a redemption price ranging from 100% to 101% of the principal 
amount of the Notes being redeemed plus accrued interest, premium and liquidated damages, if any. 

A registration statement on Form S-4 relating to the Notes was declared effective by the Securities and Exchange 
Commission on February 9, 2005. Pursuant to the registration statement, Ormat Funding made an offer to the 
holders of the Notes to exchange them for publicly registered exchange notes with substantially identical terms 
until March 11, 2005. On March 16, 2005 the exchange offer was completed. 

As required under the terms of the Notes, Ormat Funding has restricted cash accounts, consisting of the 
following: 

Galena's construction reserve 

As required under the terms of the Notes, Ormat Funding set aside approximately $25.8 million ($8.9 
million at June 30, 2005) to replace the existing equipment at the Steamboat 1/1A project with more 



 

 

  

efficient equipment, in order to optimize the geothermal resources available. After such replacement, the 
Company will rename the Steamboat 1/1A project as the Galena project. The Company expects the 
construction will be complete and the project will achieve commercial operations by the end of 2005. 

Debt service reserve 

Ormat Funding maintains an account, which may be funded by cash or backed by letters of credit (see Note 
10), to fund an amount sufficient to pay scheduled debt service amounts, including principal and interest, 
due under the terms of the Notes in the following six months. As of June 30, 2005, the balance of such 
account was $10.8 million in cash. 

Revenue reserve 

Ormat Funding deposits all revenues received into the revenue account. Such amounts are used to pay 
operating expenses and fund the debt service reserve account, but the funds are only available to Ormat 
Funding upon submission of draw requests by Ormat Funding to the bank. As such amounts are not fully 
unrestricted for use by Ormat Funding, they have been classified as restricted (current) in the balance sheets. 
As of June 30, 2005, the balance of such account was $4.1 million. 

NOTE 9 – BUSINESS SEGMENTS 

The Company has two reporting segments that are aggregated based on similar products, market and operating 
factors: electricity and products segments. Such segments are managed and reported separately as each offers 
different products and serves different markets. The electricity segment is engaged in the sale of electricity 
pursuant to power purchase agreements. The products segment is engaged in the manufacture, including design 
and development, of turbines and power units for the supply of electrical energy and in the associated 
construction of power plants utilizing the power units manufactured by the Company to supply energy from 
geothermal fields and other alternative energy 
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sources. Transfer prices between the operating segments are determined based on current market values or cost 
plus markup of the seller's business segment. 

Summarized financial information concerning the Company's reportable segments is shown in the following 
tables: 

      
   Electricity  Products  Consolidated 

   (in thousands) 

Three months ended June 30, 2005                      
Net revenues from external customers  $ 42,108    $ 13,631    $ 55,739   
Intersegment revenues    —     10,625      10,625   
Operating income    11,104      363      11,467   
Segment assets at period end    844,130      50,494      894,624   

Three months ended June 30, 2004                      
Net revenues from external customers  $ 36,756    $ 15,345    $ 52,101   
Operating income    12,022      1,184      13,206   
Segment assets at period end    750,673      27,510      778,183   

Six months ended June 30, 2005                      
Net revenues from external customers  $ 82,560    $ 27,075    $ 109,635   
Intersegment revenues    —     21,726      21,726   
Operating income    23,565      1,288      24,853   



  

 

 

Segment assets at period end    844,130      50,494      894,624   

Six months ended June 30, 2004                      
Net revenues from external customers  $ 70,215    $ 29,491    $ 99,706   
Operating income    23,149      2,456      25,605   
Segment assets at period end    750,673      27,510      778,183   

Reconciling information between reportable segments and the Company's consolidated totals is shown in the 
following table: 

        

   Three Months Ended  
June 30,  Six Months Ended  

June 30, 

   2005  2004  2005  2004 

   (in thousands)  (in thousands) 

Operating income:                             
Operating income  $ 11,467    $ 13,206    $ 24,853    $ 25,605   
Interest expenses, net    (8,427 )     (10,765 )     (17,915 )     (19,044 )  
Non-operating income and other, net    111      93      68      (252 )  

Total consolidated income before income taxes, 
minority interest,and equity in income of investees  $ 3,151    $ 2,534    $ 7,006    $ 6,309   

                              

NOTE 10 – COMMITMENTS AND CONTINGENCIES 

Letters of credit 

In the ordinary course of business with customers, vendors and lenders, the Company is contingently liable for 
performance under letters of credit totaling $22.8 million and $25.8 million at June 30, 2005 and December 31, 
2004, respectively (out of these amounts, letters of credit totaling $8.8 million and 
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$25.8 million at June 30, 2005 and December 31, 2004, respectively, have been obtained by the Parent on behalf 
of the Company). Management does not expect any material expense to result from these letters of credit because 
performance is not expected to be required and, therefore, is of the opinion that the fair value of these instruments 
is zero. 

LOC Agreement 

In addition, a wholly owned subsidiary, Ormat Nevada, Inc., has a letter of credit and loan agreement ("LOC 
Agreement") with Hudson United Bank pursuant to which Hudson United Bank agreed to issue one or more 
letters of credit for an aggregate amount of up to $15.0 million. The LOC Agreement expires on June 30, 2007, 
which expiry date shall be extended for successive one-year periods unless notice is provided by either the 
Company or the bank to the contrary. In the event that the bank is required to pay on a letter of credit drawn by 
the beneficiary thereof, such letter of credit converts into a loan, bearing interest at LIBOR plus 4.0%, to be 
repaid in equal installments at the end of each of the next four quarters. There are various restrictive covenants in 
the LOC Agreement, which include maintaining certain levels of tangible net worth, leverage ratio, and minimum 
coverage ratio. As of June 30, 2005, management believes that the Company was in compliance with the 
covenants under the LOC Agreement. At December 31, 2004, letters of credit amounting to $10.8 million and 
$3.6 million were issued under the LOC Agreement, which were used to replace cash on deposit in reserve funds 



 

 

pledged against the Ormat Funding Notes and the Beal Bank Credit Agreement, respectively. As of June 30, 
2005, such letters of credit have not been renewed by the Company. 

Phase II of the Olkaria III Project in Kenya 

The Company has waived the receipt of a letter from the Kenyan government that would have supported the 
payment obligations of Kenya Power & Lighting Co. Ltd. ("KPLC") as a necessary prerequisite for proceeding 
with Phase II of the Olkaria III project in Kenya, and therefore did not provide a notice of cancellation of Phase II 
to KPLC. As a result, the Company is required to construct Phase II and to reach commercial operations by May 
31, 2007, in order to avoid financial penalties, or by April 17, 2008, at the latest, to avoid termination of the 
entire power purchase agreement. 

Contingencies 

In response to an order issued by a California State Court of Appeal, the California Public Utilities Commission 
("CPUC"), has commenced an administrative proceeding in order to address short run avoided cost ("SRAC") 
pricing for Qualifying Facilities for the period from December 2000 to March 2001. The court directed that the 
CPUC modify SRAC pricing on a retroactive basis to the extent that the CPUC determined that SRAC prices 
were not sufficiently "accurate" or "correct". On February 15, 2005, the CPUC issued a draft decision affirming 
that SRAC pricing during the disputed period was correct and compliant with the Public Utility Regulated 
Policies Act ("PURPA") requirements and that no retroactive adjustments are warranted. Comments on the draft 
may be filed and a final decision from the CPUC has not yet been issued. If the SRAC prices charged during the 
period in question were determined by the CPUC to not be "accurate" or "correct", retroactive price adjustments 
could be required with respect to payments by any of the Company's Qualifying Facilities in California that are 
tied to SRAC pricing, including the Heber 1, Mammoth and Ormesa projects. Currently it is not possible to 
predict the final outcome of such proceeding; however, any retroactive price adjustments required to be made in 
relation to any of the Company's projects may require such projects to make refund payments or charge less for 
future sales, which could materially and adversely effect the business, financial condition, future results and cash 
flow of the Company. 

In connection with the power purchase agreements for the Ormesa project, Southern California Edison Company 
("SCE") has challenged the contract rate for the power supplied by the GEM 2 and 
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GEM 3 plants to the Ormesa project for auxiliary purposes. SCE contends that California ISO real-time prices 
should apply, while management believes that SP-15 prices quoted by NYMEX should apply. According to 
SCE's estimation, the amount under dispute is approximately $2.5 million. Management is in early discussions 
with SCE and does not believe that the resolution will materially affect the Company's financial results. 

Steamboat Geothermal LLC ("SG"), a wholly owned subsidiary that owns the Steamboat 1/1A Project is a 
defendant in litigation related to a dispute over amounts owed to the plaintiffs under certain operating 
agreements. SG has initiated settlement discussions with the plaintiff and the Company believes that any outcome 
will not have a material impact on the Company's results of operations. 

The Company is a defendant in various other legal suits in the ordinary course of business. It is the opinion of the 
Company's management that the expected outcome of these matters, individually or in the aggregate, will not 
have a material effect on the results of operations and financial condition of the Company. 

Certain of the Company's projects are subject to contested Federal Energy Regulatory Commission ("FERC") 
rulings whereby an adverse outcome could result in the refunding of a portion of previously-recognized revenues 
to customers and/or a reduction in future revenues from those projects. The outcome of theses matters cannot be 
predicted at this time. 

NOTE 11 – CASH DIVIDEND 

On October 21, 2004, the Company's Board of Directors declared, approved and authorized the payment of a 



 

 

cash dividend in the aggregate amount of $2.5 million ($0.1025 per share). Such dividend was paid on March 2, 
2005. 

On March 22, 2005, the Company's Board of Directors declared, approved and authorized the payment of a 
dividend of $947,000 ($0.03 per share), on account of fourth quarter of 2004 profits, to all holders of the 
Company's issued and outstanding shares of common stock on April 4, 2005. Such dividend was paid on April 
18, 2005. 

On May 10, 2005, the Company's Board of Directors declared, approved and authorized the payment of a 
dividend of $947,000 ($0.03 per share), on account of first quarter of 2005 profits, to all holders of the 
Company's issued and outstanding shares of common stock on May 23, 2005. Such dividend was paid on June 6, 
2005. 

NOTE 12 – SUBSEQUENT EVENT 

On August 11, 2005, the Company's Board of Directors declared, approved and authorized the payment of a 
dividend of $947,000 ($0.03 per share), on account of second quarter of 2005 profits, to all holders of the 
Company's issued and outstanding shares of common stock on August 22, 2005, payable on September 1, 2005. 
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ITEM 2.    MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATIONS 

This quarterly report on Form 10-Q contains forward-looking statements within the meaning of the Private 
Securities Litigation Reform Act of 1995. These forward looking statements are based upon our current 
expectations and projections about future events. When used in this report, the words "believe", "anticipate", 
"intend", "estimate", "expect", "should", "may" and similar expressions, or the negative of such words and 
expressions, are intended to identify forward-looking statements, although not all forward-looking statements 
contain such words or expressions. The forward-looking statements in this report are primarily located in this 
Item 2 "Management's Discussion and Analysis of Financial Condition and Results of Operations", but may be 
found in other locations as well. Such statements reflect our judgment as of the date of this quarterly report with 
respect to future events, the outcome of which is subject to certain risks and uncertainties, including but not 
limited to: 

•  significant considerations, risks and uncertainties discussed in this quarterly report; 

•  operating risks, including equipment failures and the amounts and timing of revenues and  
expenses; 

•  geothermal resource risk (such as the heat content of the reservoir, useful life and geological  
formation); 

•  environmental constraints on operations and environmental liabilities arising out of past or  
present operations; 

•  project delays or cancellations; 

•  financial market conditions and the results of financing efforts; 

•  political, legal, regulatory, governmental, administrative and economic conditions and  
developments in the United States and other countries in which we operate; 



 

 

•  the enforceability of the long-term power purchase agreements for our projects; 

•  contract counterparty risk; 

•  weather and other natural phenomena; 

•  the impact of recent and future federal and state regulatory proceedings and changes,  
including legislative and regulatory initiatives regarding deregulation and restructuring of the  
electric utility industry and incentives for the production of renewable energy, changes in  
environmental and other laws and regulations to which our company is subject, as well as  
changes in the application of existing laws and regulations; 

•  current and future litigation; 

•  our ability to successfully identify, integrate and complete acquisitions; 

•  competition from other similar geothermal energy projects, including any such new  
geothermal energy projects developed in the future, and from alternative electricity producing  
technologies; 

•  the effect of and changes in economic conditions in the areas in which we operate; 

•  market or business conditions and fluctuations in demand for energy or capacity in the  
markets in which we operate; 

•  the direct or indirect impact on our company's business resulting from terrorist incidents or  
responses to such incidents, including the effect on the availability of and premiums on  
insurance; 

•  the risk factors set forth in our annual report on Form 10-K/A for the year ended  
December 31, 2004 and any updates contained herein which may have a significant impact on  
our business, operating results or financial condition; 
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•  other uncertainties which are difficult to predict or beyond our control and the risk that we  
incorrectly analyze these risks and forces or that the strategies we develop to address them  
could be unsuccessful; and 

•  other risks and uncertainties detailed from time to time in our filings with the Securities and  
Exchange Commission. 

Investors are cautioned that these forward-looking statements are inherently uncertain. Should one or more 
of these risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual results or 
outcomes may vary materially from those described herein. We undertake no obligation to update forward-
looking statements even though our situation may change in the future. Given these risks and uncertainties, 



 

 

readers are cautioned not to place undue reliance on such forward-looking statements. 

The following discussion and analysis of our financial condition and results of operations should be read 
together with our condensed consolidated financial statements and related notes included elsewhere in this report 
and the "Management's Discussion and Analysis of Financial Condition and Results of Operations — Risk 
Factors" section of our annual report on Form 10-K/A for the year ended December 31, 2004 and any updates 
contained herein as well as those set forth in our press releases, reports and other filings made with the Securities 
and Exchange Commission. 

General 

Overview 

We are a leading vertically integrated company engaged in the geothermal and recovered energy power 
business. We design, develop, build, own and operate clean, environmentally friendly geothermal power plants, 
and we also design, develop and build, and plan to own and operate, recovered energy-based power plants, in 
each case, using equipment that we design and manufacture. In addition, we sell the equipment we design and 
manufacture for geothermal electricity generation, recovered energy-based electricity generation, and other 
equipment for electricity generation to third parties. Our operations consist of two principal business segments. 
The first consists of the sale of electricity from our power plants, which we refer to as the Electricity Segment. 
The second consists of the design, manufacturing and sale of equipment for electricity generation, the installation 
thereof and the provision of services relating to the engineering, procurement, construction, operation and 
maintenance of geothermal and recovered energy power plants, which we refer to as the Products Segment. 

Our Electricity Segment currently consists of our investment in power plants producing electricity from 
geothermal resources. It will also include our planned investment in power plants producing electricity from 
recovered energy resources. Our geothermal power plants include both power plants that we have built and power 
plants that we have acquired. Our Products Segment consists of the design, manufacture and sale of equipment 
that generates electricity, principally from geothermal and recovered energy resources, but also using other fuel 
sources as well. Our Products Segment also includes, to the extent requested by our customers, the installation of 
our equipment and other related power plant installations and the provision of services relating to the 
engineering, procurement, construction, operation and maintenance of geothermal and recovered energy power 
plants. For the six months ended June 30, 2005, our Electricity Segment represented approximately 75.3% of our 
total revenues, while our Products Segment represented approximately 24.7% of our total revenues during such 
period. 

In the six months ended June 30, 2005, total Electricity Segment revenues from the sale of electricity by our 
wholly owned power plants were $82.6 million. In addition, revenues from our 50% ownership of the Mammoth 
Project and from our 80% ownership of the Leyte Project were $9.8 million. The investments in such projects are 
accounted for in our consolidated financial statements under the equity method. 

Our Electricity Segment operations are conducted in the United States and throughout the world. We have 
increased our net ownership interest in generating capacity by 164 MW between December 
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31, 2002 and June 30, 2005, of which 150 MW was attributable to our acquisition of geothermal power plants 
from third parties and 14 MW was attributable to increased generating capacity of our existing geothermal power 
plants resulting from plant technology upgrades and improvements to our geothermal reservoir operations. Since 
January 1, 2001, we have completed various acquisitions of geothermal power plants in the United States with an 
aggregate acquisition cost, net of cash received, of $503.9 million. We also own or control as well as operate 
geothermal projects in Guatemala, Kenya, Nicaragua and the Philippines. 

Our Products Segment operations are also conducted in the United States and throughout the world. For the 
six months ended June 30, 2005, revenues attributable to our Products Segment were $27.1 million. We have 
identified recovered energy-based power generation as a significant market opportunity for us in the United 
States and throughout the world. In the second quarter of this year we entered into supply and construction 
agreements valued at approximately $9.1 million with a pipeline company in Western Canada for an Ormat 
Recovered Energy Generation ("REG") facility system. We also have signed a letter of intent and are currently 
negotiating a definitive agreement with a utility company located in the northwest region of the United States 
regarding the proposed acquisition by the utility of a REG facility for a purchase price of approximately $13.0 



 

 

million. We expect that an important component of our Products Segment will be the design, manufacturing 
and sale of recovered energy products that we expect will allow us (in our Electricity Segment) and potential 
customers (in our Products Segment) to utilize waste heat for the purpose of producing electricity. 

Our Electricity Segment is characterized by relatively predictable revenues generated by our power plants 
pursuant to long-term power purchase agreements, with terms which are generally up to 20 years. By contrast, 
revenues attributable to our Products Segment, which are based on the sale of equipment and the provision of 
various services to our customers are far less predictable and may vary significantly from period to period. Our 
management assesses the performance of our two segments of operation differently. In the case of our Electricity 
Segment, when making decisions about potential acquisitions or the development of new projects, our 
management typically focuses on the internal rate of return of the relevant investment, relevant technical and 
geological matters and other relevant business considerations. Additionally, as part of our Electricity Segment, 
our management evaluates our operating projects based on the performance of such projects in terms of revenues 
and expenses in contrast to projects that are under development, which our management evaluates based on costs 
attributable to each such project. By contrast, our management evaluates the performance of our Products 
Segment based on the timely delivery of our products, performance quality of our products and costs actually 
incurred to complete customer orders as compared to the costs originally budgeted for such orders. 

During the three and six-month periods ended June 30, 2005, our total revenues increased by 7.0% (from 
$52.1 to $55.7 million) and 10.0% (from $99.7 to $109.6 million), respectively, over the same periods last year. 
Revenues from the Electricity Segment increased by 14.6% and 17.6%, respectively, while revenues from the 
Product Segment decreased by 11.2% and 8.2%, respectively, from the same periods last year. It is important to 
note, however, that revenues in the three and six-month periods ended June 30, 2005 included all revenues 
generated by the Steamboat 2/3 project that we acquired on February 13, 2004 and the Steamboat Hills and Puna 
projects that we acquired during the second quarter of 2004. Accordingly, our results for the three and six-month 
periods ended June 30, 2005 may not be comparable with our results for the same periods in 2004. 

During the three and six-month periods ended June 30, 2005, our U.S. projects generated 443,856 MWh and 
914,347 MWh, respectively, which include our 50% share in the Mammoth project. During the three and six-
month periods ended June 30, 2004, our U.S. projects generated 411,499 MWh and 796, 453 MWh, respectively, 
which include our 50% share in the Mammoth project. 
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Recent Developments 

On June 30, 2005, Puna Geothermal Ventures ("PGV") completed the re-drilling of an existing production 
well at the Puna project. The well re-drilling increased net generating capacity of the power plant by 
approximately 4 MW, bringing the total net generating capacity to approximately 29 MW. 

On June 20, 2005, our 25-year power purchase agreement with Basin Electric Power Corporation became 
effective, pursuant to which we will supply approximately 22 MW from REG power plants. The power plants are 
to be constructed between 15 and 18 months from the effectiveness of the power purchase agreement. The power 
plants will be constructed on gas compressor stations along a natural gas pipeline in North and South Dakota. 

On June 1, 2005, two of our subsidiaries entered into supply and construction contracts with a pipeline 
company in Western Canada for an Ormat REG power plant in the amount of approximately $9.1 million. The 
power plant will have design capacity of 5 MW net and will utilize recovered waste heat from gas turbines 
driving compressors on a natural gas pipeline. 

On May 19, 2005, our subsidiary in Hawaii, Puna Geothermal Ventures PGV, completed a refinancing of 
the cost of its June 2004 acquisition of the Puna geothermal power plant located on the Big Island of Hawaii (the 
"Puna Project"). The refinancing was concluded with financing parties by means of the lease transactions 
described below. The proceeds from the refinancing will be used for future capital expenditures and for general 
corporate purposes. 

Pursuant to a 31-year head lease (the "Head Lease"), PGV leased its geothermal power plant to an unrelated 
company (the "Lessor") in return for a payment of $71 million (the "Deferred Lease Income"). PGV's rights in 
the geothermal resource and the related power purchase agreement will not be leased to the Lessor as part of the 
Head Lease but will be part of the Lessor's security package. PGV simultaneously leased-back the Puna facilities 
from the Lessor under a 23-year lease (the "Project Lease"). PGV's rent obligations under the Project Lease will 



 

 

be paid solely from revenues generated by the Puna Project under a power purchase agreement that PGV has 
with Hawaii Electric Light Company Inc. ("HELCO"). The Head Lease and the Project Lease are non-recourse 
lease obligations to us. 

Both the Head Lease and the Project Lease are accounted for as operating leases. The Deferred Lease 
Income will be amortized, using the straight-line method, over the 31-year term of the Head Lease. Deferred 
transaction costs amounting to $4.2 million will be amortized, using the straight-line method, over the 23-year 
term of the Project Lease. The net annual lease expenses will be $2.6 million (which is net of the $2.3 million 
annual amortization of the Deferred Lease Income). 

A secondary stage of the lease transaction is anticipated to refinance two new geothermal wells that PGV 
plans to drill during the remainder of 2005 (for production and injection). Upon the completion of the drilling of 
such wells and meeting certain other operation conditions, the Lessor and PGV will supplement the Head Lease 
and Project Lease agreements to include the additional wells in a manner similar to the original Head Lease and 
Project Lease. The total amount to be received is of approximately $11.8 million. 

On May 6, 2005, we completed negotiations for two new 25-year power purchase agreements (which were 
described as being under negotiation with a third party in our annual report on Form 10-K/A for the year ended 
2004) with Southern California Public Power Authority ("SCPPA") for the purchase of energy from each of our 
Ormesa and Heber Complex projects. Under each agreement, 10 MW of power will be delivered from Ormesa or 
Heber, as applicable, to SCPPA for a fixed price of $57.50/MWh. This price will escalate annually at a rate of 
1.5% and includes the value for the environmental attributes, known as renewable energy credits, which will 
assist the SCPPA member cities to comply with their respective renewable portfolio standards. In addition, if and 
when available, 30% of the production tax credits generated from the applicable project will be shared with 
SCPPA. Deliveries pursuant to the Ormesa power purchase agreement are expected to begin in the fourth quarter 
of 2006 and deliveries pursuant to the Heber power purchase agreement are scheduled to begin by the end of 
2005. The parties are expected to enter into definitive agreements in the coming weeks. 
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On April 14, 2005, our wholly owned subsidiary, Ormat Nevada, Inc., entered into a letter of intent with a 
utility company located in the northwest region of the United States regarding the proposed acquisition by the 
utility of an Ormat REG facility for a purchase price of approximately $13 million. The facility will have a 
design capacity of 4.95 MW net and will utilize recovered waste heat from gas turbines driving compressors on a 
major interstate gas pipeline located in Washington State. The utility will also be entitled to elect to enter into an 
agreement with Ormat Nevada whereby Ormat Nevada would provide all corrective and major maintenance 
("extended services agreement") for the facility for a period of not less than five years and not more than ten 
years. The transaction is subject to the execution of definitive agreements, which the parties are currently 
negotiating and intend to finalize by September 15, 2005. The expected completion date for the facility would be 
22 months from the date of the definitive agreements. 

In April 2005, we have waived the receipt of a letter from the Kenyan government that would have 
supported the payment obligations of Kenya Power & Lighting Co. Ltd. ("KPLC") as a necessary prerequisite for 
proceeding with Phase II of the Olkaria III project in Kenya and therefore did not provide a notice of cancellation 
of Phase II KPLC. As a result, we are required to construct Phase II and to reach commercial operations by May 
31, 2007, in order to avoid financial penalties, or, by April 17, 2008, at the latest, to avoid termination of the 
entire power purchase agreement. 

On February 14, 2005, two of our subsidiaries entered into a contract for the supply of equipment and 
construction of a geothermal power plant on Sao Miguel Island in the Azores in the total amount of Euro 19.2 
million (approximately $24 million). 

Trends and Uncertainties 

The geothermal industry in the United States has historically experienced significant growth followed by a 
consolidation of owners and operators of geothermal power plants. During the 1990s, growth and development in 
the geothermal industry occurred primarily in foreign markets and only minimal growth and development 
occurred in the United States. Since 2001, there has been increased demand for energy generated from 
geothermal resources in the United States as production costs for electricity generated from geothermal resources 
have become more competitive relative to fossil fuel generation due to increasing natural gas prices and as a 
result of newly enacted legislative and regulatory incentives, such as state renewable portfolio standards and the 



 

 

Energy Policy Act of 2005. We see the increasing demand for energy generated from geothermal and other 
renewable resources in the United States and the further introduction of renewable portfolio standards as the most 
significant trends affecting our industry today and in the immediate future. Our operations and the trends that 
from time to time impact our operations are subject to market cycles. 

Although other trends, factors and uncertainties may impact our operations and financial condition, 
including many that we do not or cannot foresee, we believe that our results of operations and financial condition 
for the foreseeable future will be affected by the following trends, factors and uncertainties: 

•  In the United States, we expect to continue to benefit from the increasing demand for renewable energy 
as a result of favorable legislation adopted by 18 states and the District of Columbia, including 
California, Nevada and Hawaii (where we have been the most active in our geothermal development 
and in which all of our U.S. projects are located). In each of these states, relevant legislation currently 
requires that an increasing percentage of the electricity supplied by electric utility companies operating 
in such states be derived from renewable energy resources until certain pre-established goals are met. 
We expect that the additional demand for renewable energy from utilities in such states will create 
additional opportunities for us to expand existing projects and build new power plants. Outside of the 
United States, we expect that a variety of governmental initiatives, including the award of long-term 
contracts to independent power generators, the creation of competitive wholesale markets for selling 
and trading energy, capacity and related energy products and the adoption of programs designed to 
encourage "clean" renewable and sustainable energy sources, will create new opportunities for the 
development of new projects as well as create additional markets for our remote power units and other 
products. 
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•  We have identified recovered energy-based power generation as a significant market opportunity for us 
in the United States and throughout the world. We are initially targeting the North American market 
thereafter, we intend to leverage our success in that market in order to expand such operations 
throughout the world. If our expectations regarding the growth in demand for our recovered energy 
units are not met, we may not be able to generate the revenues we expect from such operations. 

•  We expect the revenues from our Products Segment in 2005 to be similar to the revenue level we 
achieved in 2004. In pursuing new orders, we participate in tenders for projects and proposals for 
installations and identify and monitor markets which utilize or plan to utilize geothermal energy and in 
which geothermal resources are available. Over the long-term, we intend to continue to pursue growth 
in our recovered energy business, and we expect that the portion of revenues from our recovered 
energy business as a percentage of the total revenues from our Products Segment will increase. 

•  We expect to continue to generate the majority of our revenues from the sale of electricity from our 
power plants. All of our current revenues from the sale of electricity are derived from fully-contracted 
payments under long-term power purchase agreements. 

•  The viability of the geothermal resources utilized by our power plants depends on various factors such 
as the heat content of the geothermal reservoir, useful life of the reservoir (the term during which such 
geothermal reservoir has sufficient extractable fluids for our operations) and operational factors relating 
to the extraction of the geothermal fluids. Our geothermal power plants may experience an unexpected 
decline in the capacity of their respective geothermal wells. Such factors, together with the possibility 
that we may fail to find commercially viable geothermal resources in the future, represent significant 
uncertainties we face in connection with our operations. 

•  Our foreign operations are subject to significant political, economic and financial risks, which vary by 
country. Such risks include the ongoing privatization of the electricity industry in the Philippines, the 
partial privatization of the electricity sector in Guatemala, labor unrest and strengthening of unions in 
Nicaragua and the political uncertainty currently prevailing in Kenya. Although we maintain some 



 

 

political risk insurance as an attempt to mitigate such risks, such insurance does not provide complete 
coverage with respect to all such risks. 

•  We expect current interest rates to gradually increase in the short-term. Any increases in interest rates 
that impact our existing financings or future financings could increase the aggregate amount of our 
interest expenses and thus could have an adverse effect on our results of operations 

•  We have experienced recent increases in the cost of raw materials required for our equipment 
manufacturing activities, which we believe have resulted primarily from increased demand in the 
Chinese market for such raw materials, and increases in the cost to transport our products. Additionally, 
we have experienced an increase in drilling costs and a shortage in drilling equipment, which we 
believe is the result of the high oil prices resulting in increased drilling activity in the marketplace. We 
also have experienced an increase in construction costs, particularly in the United States, due to rising 
prices attendant to a significant increase in activities in the construction industry. An increase in such 
costs may have an adverse effect on our financial condition and results of operations. 

•  The United States extended a tax subsidy and increased the amount for companies that use geothermal 
steam or fluid to generate electricity as part of the Energy Policy Act of 2005 that became law on 
August 8, 2005. The tax subsidy is a "production tax credit" of 1.9 cents per kWh. It may be claimed on 
the electricity output of new geothermal power plants put into service during a "window period" that 
runs from October 23, 2004 through December 31, 2007. The window had been scheduled to close at 
the end of this year, but the new act extended it. Credit may be claimed for five years on the output 
from any new geothermal power plants put into service during the first part of the window period, from 
October 23, 
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  2004 to August 8, 2005. Plants put into service during the remainder of the "window period" qualify 
for 10 years of tax credits. Production tax credits may significantly improve our financial results. We, 
as the owner of projects that may be put into service during this window period, must choose between 
this production tax credit and a 10% investment tax credit. Some of our power purchase agreements 
allow the power purchaser to benefit from part of such production tax credits, if and when they become 
available to us. 

•  The Energy Policy Act of 2005, as mentioned above, authorizes FERC to revise PURPA so as to 
terminate the obligation of electric utilities to enter into new contracts to purchase the output of a 
Qualifying Facility if FERC finds that there is an accessible competitive market for energy and 
capacity from the Qualifying Facility. The legislation does not affect existing power purchase 
agreements. We do not expect this change in law to affect our U.S. projects significantly, as all except 
one (our Steamboat 1 project, which has a contract with Sierra Pacific Power Co. that expires in 2006) 
of the contracts are long-term. 

Revenues 

We generate our revenues primarily from the sale of electricity from our geothermal power plants, the 
design, manufacturing and sale of equipment for electricity generation and the construction, installation and 
engineering of power plant equipment. 

Revenues attributable to our Electricity Segment are relatively predictable as they are derived from the sale 
of electricity from our power plants pursuant to long-term power purchase agreements; however, such revenues 
are subject to seasonal variations, as more fully described below in the section entitled "Seasonality". Our power 
purchase agreements generally provide for the payment of capacity payments, energy payments, or both. 
Generally, capacity payments are payments calculated based on the amount of time that our power plants are 
available to generate electricity. Some of our power purchase agreements provide for bonus payments in the 
event that we are able to exceed certain target levels and the potential forfeiture of payments if we fail to meet 



 

 

  

  

minimum target levels. Energy payments, on the other hand, are payments calculated based on the amount 
of electrical energy delivered to the relevant power purchaser at a designated delivery point. The rates applicable 
to such payments are either fixed (subject, in certain cases, to certain adjustments) or are based on the relevant 
power purchaser's short run avoided costs (the incremental costs that the power purchaser avoids by not having to 
generate such electrical energy itself or purchase it from others). 

As required by Emerging Issues Task Force Issue No. 01-8, Determining Whether an Arrangement Contains 
a Lease, we assessed all of our power purchase agreements acquired since July 1, 2003, and concluded that all 
such agreements related to our Heber 1 and 2, Steamboat 2/3, Steamboat Hills, and Puna projects contained a 
lease element requiring lease accounting. Accordingly, revenues related to the lease element of the agreements 
are presented as "lease portion of energy and capacity" revenue, with the remaining revenue related to the 
production and delivery of the energy presented as "energy and capacity" revenue in our consolidated financial 
statements. As the lease revenue and the energy and capacity revenues are derived from the same arrangement 
and both fall within our Electricity Segment, we analyze such revenues, and related costs, on a combined basis 
for management purposes. 

Revenues attributable to our Products Segment are generally unpredictable because larger customer orders 
for our products are typically a result of our participating in, and winning, tenders issued by potential customers 
in connection with projects they are developing. Such projects often take a long time to design and develop and 
are often subject to various contingencies such as the customer's ability to raise the necessary financing for a 
project. As a result, we are generally unable to predict the timing of such orders for our products and may not be 
able to replace existing orders that we have completed with new ones. As a result, our revenues from our 
Products Segment fluctuate (and at times, extensively) from period to period. 
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The following table sets forth a breakdown of our revenues for the periods indicated: 

                
   Revenues in Thousands  % of Revenues for Period Indicated 

   Three Months ended  
June 30,  Six Months ended  

June 30,  Three Months ended  
June 30,  Six Months ended  

June 30, 

   2005  2004  2005  2004  2005  2004  2005  2004 
Revenues                                                         

Electricity Segment  $ 42,108    $ 36,756    $ 82,560    $ 70,215      75.5 %     70.5 %     75.3 %     70.4 %  
Products Segment    13,631      15,345      27,075      29,491      24.5 %     29.5 %     24.7 %     29.6 %  

Total  $ 55,739    $ 52,101    $ 109,635    $ 99,706      100.0 %     100.0 %     100.0 %     100.0 %  

Geographical Breakdown of Revenues 

For the three months ended June 30, 2005, 86.9% of our revenues attributable to our Electricity Segment 
were generated in the United States, as compared to 85.3% for the same period in 2004, and for the six months 
ended June 30, 2005, 86.5%, as compared to 80.3% for the same period in 2004. The following table sets forth 
the geographic breakdown of the revenues attributable to our Electricity Segment for the periods indicated: 

        

   Three Months ended  
June 30,  Six Months ended  

June 30, 

   2005  2004  2005  2004 
United States    86.9 %     85.3 %     86.5 %     80.3 %  
Foreign    13.1      14.7      13.5      19.7   

Total    100.0 %     100.0 %     100.0 %     100.0 %  

Historically, revenues attributable to our Products Segment, after giving effect to the elimination of 



 

 

intercompany transactions, have been derived primarily from outside of the United States. Since 2003, we 
have begun to generate revenues attributable to our Products Segment in the United States as well. However, as a 
result of the fluctuation and unpredictability of the revenues attributable to our Products Segment and the impact 
that a few sales or engineering, procurement and construction ("EPC") contracts can have on the geographic 
distribution of such revenues, the geographical distribution of such revenues may not be indicative of any 
developing trends or of our future results. 

Seasonality 

The demand for the electricity generated by our domestic projects and the prices paid for such electricity 
pursuant to our power purchase agreements are subject to seasonal variations. The demand for electricity from 
the Heber 1 and 2 project, the Mammoth project and the Ormesa project is the highest in the summer months of 
June through September, because the power purchaser for those projects, Southern California Edison Company, 
delivers more electricity to its California markets during such period in order to meet demand for air conditioning 
and other energy-intensive cooling systems utilized during such summer months. The demand for electricity from 
the Steamboat complex and the Brady project is more balanced, consisting of both summer and winter peaks that 
reflect the greater temperature variations in Nevada. The demand for electricity from the Puna project is balanced 
due to the equatorial temperature in Hawaii (with less pronounced temperature variations during the year). In 
California, the capacity rates payable pursuant to the applicable power purchase agreement are higher in the 
summer months and as a result we receive higher revenues during such months. In contrast, there are no 
significant changes in prices during the year payable pursuant to our power purchase agreements for the Puna 
project and the Nevada projects. In the winter, due principally to the lower ambient temperature, our power plants 
produce more energy and as a result we receive higher energy revenues. However, the higher capacity payments 
payable by the power purchaser in California in the summer months as a result of the increase in demand and in 
prices have a more significant impact on our revenues than that of the higher energy revenues generally generated 
in winter due to increased efficiency, and as a result our revenues are generally higher in the summer than in the 
winter. 
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Breakdown of Expenses 

Electricity Segment 

The principal expenses attributable to our operating projects include operation and maintenance expenses 
such as salaries, equipment expenses, costs of parts and chemicals, costs related to third-party services, lease 
expenses, royalties, startup and auxiliary electricity purchases, property taxes and insurance and, for the 
California projects, transmission charges, scheduling charges and purchases of sweet water for use in our plant 
cooling towers. Some of these expenses, such as parts and third-party services, are not incurred on a regular 
basis, which results in fluctuations in our expenses and our results of operations for individual projects from 
quarter to quarter. 

Payments made to government agencies and private entities as compensation for the use of the relevant 
geothermal resources and site leases where plants are located are included in cost of revenues. 

Royalty payments are payments made as compensation for the right to use certain geothermal resources and 
are included as a component of operating expenses in cost of revenues, and are paid as a percentage of the 
revenues derived from the associated geothermal resources. For the three and six-month periods ended June 30, 
2005, royalties were approximately 4% of the electricity revenues. 

Products Segment 

The principal expenses attributable to our Products Segment include materials, salaries and related employee 
benefits, expenses related to subcontracting activities, transportation expenses, sales commissions to sales 
representatives and royalties pertaining to government participation in our research and development programs at 
a rate of 3.5% to 5.0% of the proceeds recovered from the sale of products which were developed pursuant to 
such research and development programs. 

Some of the principal expenses attributable to our Products Segment, such as a portion of the costs related to 
labor, utilities and other support services are fixed and, in order to maintain our current production and 
construction capability, must be incurred, notwithstanding the revenues attributable to our Products Segment. As 
a result, the cost of revenues attributable to our Products Segment, expressed as a percentage of total revenues, 



 

 

fluctuates. To date, our management has made the strategic decision to maintain our production and 
construction capacity and, therefore, maintain the fixed cost component of the total costs attributable to our 
Products Segment at the current level. Another reason for such fluctuation is that in responding to bids for our 
products, we price our products and services in relation to existing competition and other prevailing market 
conditions, which may vary substantially from order to order. 

Cash, Cash Equivalents and Marketable Securities 

Our cash, cash equivalents and marketable securities as of June 30, 2005 decreased to $105.0 million from 
$125.9 million as of December 31, 2004, principally due to the repayment of long-term debt to our parent and to 
third parties and the designation to restricted cash of amounts that will be used to maintain debt service reserves 
and for capital expenditures, offset by an increase of $71.0 million as a result of the refinancing of the Puna 
project acquisition on May 19, 2005. 

Critical Accounting Policies 

A comprehensive discussion of our critical accounting policies is included in the "Management's Discussion 
and Analysis of Financial Conditions and Results of Operations" section in our annual report on Form 10-K/A for 
the year ended December 31, 2004. 

New Accounting Pronouncements 

Share-Based Payments 

In December 2004, the Financial Accounting Standards Board ("FASB") issued the revised Statement of 
Financial Accounting Standards ("SFAS") No. 123, Share-Based Payments, which we 
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refer to as SFAS No. 123R and which addresses the accounting for share-based payment transactions in which a 
company obtains employee services in exchange for: (i) equity instruments of the company, or (ii) liabilities that 
are based on the fair value of the company's equity instruments or that may be settled by the issuance of such 
equity instruments. SFAS No. 123R eliminates the ability to account for employee share-based payment 
transactions using APB Opinion No. 25, and requires instead that such transactions be accounted for using the 
grant date fair value based method. On April 14, 2005, the Securities and Exchange Commission adopted a new 
rule amending the compliance date for SFAS No. 123R. In accordance with the new rule, the accounting 
provision of SFAS No. 123R will be applicable to us for the fiscal year ending December 31, 2006. Early 
adoption of SFAS No. 123R is encouraged. SFAS No. 123R applies to all awards granted or modified after its 
effective date. In addition, compensation cost for the unvested portion of previously granted awards that remain 
outstanding on the SFAS No. 123R's effective date shall be recognized on or after such date, as the related 
services are rendered, based on the awards' grant date fair value as previously calculated for the pro forma 
disclosure under SFAS No. 123. 

We estimate that the cumulative effect of our adoption of SFAS No. 123R as of its effective date (January 1, 
2006), based on the awards outstanding as of June 30, 2005, will be immaterial. This estimate does not include 
the impact of additional awards, which may be granted, or forfeitures, which may occur subsequent to June 30, 
2005 and prior to our adoption of SFAS No. 123R. We expect that upon adoption of SFAS No. 123R, we will 
apply the modified prospective application transition method, as permitted thereunder. Under such transition 
method, upon the adoption of SFAS No. 123R, our consolidated financial statements for periods prior to the 
effective date will not be restated. We do not expect SFAS No. 123R to have a material impact on our results of 
operations and financial position in future periods. 

Inventory Costs 

In November 2004, the FASB issued SFAS No. 151, Inventory Costs – an amendment of ARB 43, Chapter 
4. SFAS No. 151 amends the guidance in ARB No. 43, Chapter 4, Inventory Pricing , to clarify the accounting 
for abnormal amounts of idle facility expense, freight, handling costs, and wasted material. This Statement 
requires that those items be recognized as current period charges. In addition, SFAS No. 151 requires that 
allocation of fixed production overheads to the costs of conversion be based on the normal capacity of the 
production facilities. SFAS No. 151 will be effective for inventory costs incurred during fiscal years beginning 
after June 15, 2005 and applicable to our fiscal year ending December 31, 2006. Earlier application of SFAS No. 



 

 

 

 

  

151 is permitted. The provisions of SFAS No. 151 shall be applied prospectively. We do not expect SFAS 
No. 151 to have a material impact on our results of operations and financial position in future periods. 

Exchange of Non-monetary Assets 

In December 2004, the FASB issued SFAS No. 153, Exchanges of Non-monetary Assets – An Amendment of 
APB Opinion No. 29. SFAS No. 153 amends APB Opinion No. 29, Accounting for Non-monetary Transactions. 
The amendments made by SFAS No. 153 are based on the principle that exchanges of non-monetary assets 
should be measured based on the fair value of the assets exchanged. Further, the amendments eliminate the 
exception for non-monetary exchanges of similar productive assets and replace it with a general exception for 
exchanges of non-monetary assets that do not have commercial substance. The provisions in SFAS No. 153 are 
effective for non-monetary asset exchanges occurring in fiscal periods beginning after June 15, 2005 (July 1, 
2005 for us). Early application of SFAS No. 153 is permitted. The provisions of SFAS No. 153 shall be applied 
prospectively. We do not expect SFAS No. 153 to have a material impact on our results of operations and 
financial position in future periods. 

Accounting for Conditional Retirement Obligations 

In March of 2005, FASB issued FASB Interpretation No. 47, Accounting for Conditional Retirement 
Obligations , an Interpretation of FASB Statement No.143 ("FIN No. 47"), which requires 
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companies to recognize a liability for the fair value of a legal obligation to perform asset-retirement activities that 
are conditional on a future event, if the amount can be reasonably estimated. FIN No. 47 is effective no later than 
the end of fiscal years ending after December 15, 2005 (December 31, 2005 for us). Retrospective application for 
interim financial information is permitted but is not required. Early adoption of FIN No. 47 is encouraged. We 
not expect FIN No. 47 to have a material impact on our results of operations and financial position in future 
periods. 

Accounting Changes and Error Corrections 

In June 2005, the FASB issued SFAS No. 154, Accounting Changes and Error Corrections. SFAS No. 154 
replaces APB Opinion No. 20, Accounting Changes and FAS No. 3 , Reporting Accounting Changes in Interim 
Financial Statements. SFAS No. 154 requires that a voluntary change in accounting principle be applied 
retrospectively with all prior period financial statements presented on the new accounting principle. SFAS No. 
154 also requires that a change in method of depreciating or amortizing a long-lived non-financial asset be 
accounted for prospectively as a change in estimate, and correction of errors in previously issued financial 
statements should be termed a restatement. SFAS No. 154 is effective for accounting changes and correction of 
errors made in fiscal years beginning after December 15, 2005 (January 1, 2006 for us). We do not expect SFAS 
No. 154 to have a material impact on our results of operations and financial position in future periods. 
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Results of Operations 

Our historical operating results in dollars and as a percentage of total revenues are presented below. A 
comparison of the different periods described below may be of limited utility as a result of each of the following: 
(i) our recent acquisitions and enhancements of acquired projects, and (ii) fluctuation in revenues of our Products 
Segment. 

        
   Three Months Ended June 30,  Six Months Ended June 30, 

   2005  2004  2005  2004 

   (in thousands, except per share data) 



 

 
  

Statements of Operations Historical Data:  
Revenues:  

Electricity Segment  $ 42,108    $ 36,756    $ 82,560    $ 70,215   
Products Segment    13,631      15,345      27,075      29,491   

     55,739      52,101      109,635      99,706   

Cost of revenues:  
Electricity Segment    27,505      21,222      51,117      40,612   
Products Segment    11,427      11,794      22,110      23,122   

     38,932      33,016      73,227      63,734   

Gross margin:  
Electricity Segment    14,603      15,534      31,443      29,603   
Products Segment    2,204      3,551      4,965      6,369   

     16,807      19,085      36,408      35,972   

Operating expenses:  
Research and development expenses    714      900      1,094      1,202   
Selling and marketing expenses    1,651      2,092      3,859      3,946   
General and administrative expenses    2,975      2,887      6,602      5,219   

Operating income    11,467      13,206      24,853      25,605   

Other income (expense):  
Interest income    1,075      187      1,885      431   
Interest expense    (9,502 )     (10,952 )     (19,800 )     (19,475 )  
Foreign currency translation and transaction gain 

(loss)    39      (76 )     (44 )     (397 )  
Other non-operating income    72      169      112      145   

Income before income taxes, minority interest 
and equity in income of investees    3,151      2,534      7,006      6,309   

Income tax provision    (1,154 )     (478 )     (2,634 )     (1,957 )  
Minority interest in earnings of subsidiaries    —     —     —     (108 )  
Equity in income of investees    2,097      1,486      3,630      2,035   

Net income  $ 4,094    $ 3,542    $ 8,002    $ 6,279   
Basic and diluted income per share:  

Net income  $ 0.13    $ 0.15    $ 0.25    $ 0.27   
Weighted average number of shares outstanding    31,563      23,227      31,563      23,227   
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   Three Months Ended June 30,  Six Months Ended June 30, 

   2005  2004  2005  2004 
Statements of Operations Percentage Data:  
Revenues:  

Electricity Segment    75.5 %     70.5 %     75.3 %     70.4 %  
Products Segment    24.5      29.5      24.7      29.6   

     100.0      100.0      100.0      100.0   

Cost of revenues:  
Electricity Segment    65.3      57.7      61.9      57.8   



 

 

  

Products Segment    83.8      76.9      81.7      78.4   
     69.8      63.4      66.8      63.9   

Gross margin:  
Electricity Segment    34.7      42.3      38.1      42.2   
Products Segment    16.2      23.1      18.3      21.6   

     30.2      36.6      33.2      36.1   

Operating expenses:  
Research and development expenses    1.3      1.7      1.0      1.2   
Selling and marketing expenses    3.0      4.0      3.5      4.0   
General and administrative expenses    5.3      5.5      6.0      5.2   

Operating income    20.6      25.3      22.7      25.7   

Other income (expense):  
Interest income    1.9      0.4      1.7      0.4   
Interest expense    (17.0 )     (21.0 )     (18.1 )     (19.5 )  
Foreign currency translation and transaction gain 

(loss)    0.1      (0.1 )     (0.0 )     (0.4 )  
Other non-operating income    0.1      0.3      0.1      0.1   

Income before income taxes, minority interest 
and equity in income of  
investees 

 
  5.7   

 
  4.9   

 
  6.4   

 
  6.3   

Income tax provision    (2.1 )     (0.9 )     (2.4 )     (2.0 )  
Minority interest in earnings of subsidiaries    0.0      0.0      0.0      (0.1 )  
Equity in income of investees    3.8      2.9      3.3      2.0   

Net income    7.3 %     6.8 %     7.3 %     6.3 %  

Comparison of the Three Months Ended June 30, 2005 and the Three Months Ended June 30, 2004 

Total Revenues 

Total revenues for the three months ended June 30, 2005 were $55.7 million, as compared with $52.1 
million for the three months ended June 30, 2004, which represented a 7.0% increase in total revenues. This 
increase is primarily attributable to our Electricity Segment whose revenues increased by 14.6% over the same 
period in 2004. This increase was partially offset by a decrease of 11.2% in our Product Segment revenues from 
the same period in 2004. 
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Electricity Segment 

    

   Three Months ended  
June 30, 

   2005  2004 

   (in millions) 

Steamboat Project  $ 3.9    $ 3.9   
Puna Project    7.1      1.8   
Steamboat Hills Project    1.0      0.6   
Other Projects    30.1      30.5   
Total  $ 42.1    $ 36.8   



 

 

Revenues attributable to our Electricity Segment for the three months ended June 30, 2005 were $42.1 
million, as compared with $36.8 million for the three months ended June 30, 2004, which represented a 14.6% 
increase in such revenues. This increase is primarily attributable to additional revenues being generated from the 
Steamboat Hills project, which we acquired on May 20, 2004, and the Puna project, which we acquired on June 
3, 2004. The decrease in revenues from Other Projects is primarily due to a lower availability of the Ormesa well 
field as described under "Total Cost of Revenues — Electricity Segment". 

Products Segment 

Revenues attributable to our Products Segment for the three months ended June 30, 2005 were $13.6 
million, as compared with $15.3 million for the three months ended June 30, 2004, which represented a 11.2% 
decrease in such revenues. This decrease of $1.7 million in the three months ended June 30, 2005 is principally 
attributable to the usual quarterly fluctuations in the revenues generated from our Products Segment. 

Total Cost of Revenues 

Total cost of revenues for the three months ended June 30, 2005 was $38.9 million, as compared with $33.0 
million for the three months ended June 30, 2004, which represented a 17.9% increase in total cost of revenues. 
As a percentage of total revenues, our total cost of revenues for the three months ended June 30, 2005 and the 
three months ended June 30, 2004 were 69.8% and 63.4%, respectively. The increase is principally attributable to 
increased costs in our Electricity Segment during the second quarter of 2005. 

Electricity Segment 

Total cost of revenues attributable to our Electricity Segment for the three months ended June 30, 2005 was 
$27.5 million, as compared with $21.2 million for the three months ended June 30, 2004, which represented a 
29.6% increase in total cost of revenues for such segment. This increase is primarily due to costs of $0.7 million 
and $3.6 million attributable to the Steamboat Hills project (which was acquired on May 20, 2004) and the Puna 
project ( which was acquired on June 3, 2004), respectively, for the second quarter of 2005 as compared with 
$0.3 million and $1.1 million, respectively, for the second quarter of 2004. The remainder of the increase is 
mainly due to a significant increase in the geothermal field costs within the Ormesa project due to a higher-than-
average rate of failure of production pumps and wells. This failure required us to replace a relatively large 
number of pumps during the quarter and to abandon one production well. As a percentage of total electricity 
revenues, the total cost of revenues attributable to our Electricity Segment for the three months ended June 30, 
2005 (65.3%) was higher than the percentage for the three months ended June 30, 2004 (57.7%). Such 7.6% 
increase is primarily due to the increased costs in the Ormesa project as described above. It should be noted that 
the Puna project incurred additional costs of $0.3 million in the period from May 19, 2005 to June 30, 2005 in the 
form of net lease payments pursuant to the operating lease transaction described under "Recent Developments". 
The net quarterly lease expenses going forward are expected to be $0.7 million. 
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Products Segment 

Total cost of revenues attributable to our Products Segment for the three months ended June 30, 2005 was 
$11.4 million, as compared with $11.8 million for the three months ended June 30, 2004, which represented a 
3.1% decrease in total cost of revenues related to such segment. Such $0.4 million decrease in total cost of 
revenues for the three months ended June 30, 2005 reflects a decrease in production volume, as compared with 
the corresponding period in 2004. As a percentage of total products revenues, our total cost of revenues 
attributable to our Products Segment for the three months ended June 30, 2005 was 83.8% compared with 76.9% 
for the three months ended June 30, 2004. Such 6.9% increase was primarily attributable to an 11.2% decrease in 
our Product Segment revenues while the fixed portion of our cost of product revenues, such as salaries, 
depreciation, expenses related to maintaining operations, utilities and property expenses, remained constant. 

Research and Development Expenses 

Research and development expenses for the three months ended June 30, 2005 were $0.7 million, as 
compared with $0.9 million for the three months ended June 30, 2004, which represented a 20.7% decrease in 
research and development expenses. Such decrease was in the ordinary course of our operations and does not 
represent any significant change in our research and development program or our ability to maintain and continue 
to develop our technologies and operations and reflects fluctuations in the period in which actual expenses were 
incurred. 



 

 

Selling and Marketing Expenses 

Selling and marketing expenses for the three months ended June 30, 2005 were $1.7 million, as compared 
with $2.1 million for the three months ended June 30, 2004, which represented a 21.1% decrease in selling and 
marketing expenses due to the timing of incurring such expenses. Selling and marketing expenses for the three 
months ended June 30, 2005 constituted 3.0% of total revenues for such period, as compared with 4.0% for the 
three months ended June 30, 2004. Such decrease is principally attributable to a decrease in commissions and 
delivery costs relating to the Products Segment and the fixed cost nature of certain of our selling and marketing 
expenses against a larger total revenue base. 

General and Administrative Expenses 

General and administrative expenses for the three months ended June 30, 2005 were $ 3.0 million, as 
compared with $2.9 million for the three months ended June 30, 2004, which represented a 3.0% increase in 
general and administrative expenses. Such increase was principally attributable to the increased administrative 
expenses associated with being a public company whose shares are traded on the New York Stock Exchange. 
General and administrative expenses for the three months ended June 30, 2005 decreased slightly to 5.3% of total 
revenues for such period, from 5.5% for the three months ended June 30, 2004. 

Interest Expense 

Interest expense for the three months ended June 30, 2005 was $9.5 million, as compared with $11.0 million 
for the three months ended June 30, 2004, which represented a 13.2% decrease in such interest expense. The 
main reasons for such decrease are: (i) interest expense for the three months ended June 30, 2004 included $0.9 
million related to the decrease in the fair value of the interest rate caps in respect of the Beal Bank financing; 
beginning in October 2004, the caps qualified for hedge accounting under SFAS No. 133, and as such we have 
recorded the decrease in the value of the caps in respect of such transactions for the three months ended June 30, 
2005 in the amount of $0.6 million in other comprehensive income. (ii) a decrease in interest expenses of $0.4 
million as a result of the repayment of the Ormesa loan which was repaid on December 31, 2004, and (iii) $1.1 
million interest capitalized to projects under construction as compared with only $0.4 million in the same period 
last year. Such decrease was offset by an increase of $0.4 million in the applicable LIBOR rate for the Beal Bank 
financing. 
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Income Taxes 

Income taxes for the three months ended June 30, 2005 and 2004 were $1.2 million and $0.5 million, 
respectively. The effective tax rates for the three months ended June 30, 2005 and June 30, 2004 were 36.6% and 
18.9%, respectively. Our effective tax rate was lower in the three months ended June 30, 2004 compared to the 
three months ended June 30, 2005 as a result of application of investment tax credits. 

Equity in Income of Investees 

Our participation in the income generated from our investees for the three months ended June 30, 2005 was 
$2.1 million, as compared with $1.5 million for the three months ended June 30, 2004. Such increase was 
principally attributable to an increase of $0.4 million in income generated in connection with our 80% equity 
interest in the Leyte project and our collection of an insurance claim in relation to the project in the second 
quarter of 2005. 

Net Income 

Net income for the three months ended June 30, 2005 was $4.1 million, as compared with $3.5 million for 
the three months ended June 30, 2004, which represented a 15.6% increase in such net income. Net income as a 
percentage of our total revenues for the three months ended June 30, 2005 was 7.3%, as compared with 6.8% for 
the three months ended June 30, 2004. Such increase in net income was principally attributable to: (i) a decrease 
in our net interest expense of $2.5 million, (ii) an increase of $0.6 million in equity in income of investees, and 
(iii) a $0.5 million decrease in operating expenses, offset by a $2.3 million decrease in gross margin and a $0.7 
million increase in our income tax provision. 



  

 

 

Comparison of the Six Months Ended June 30, 2005 and the Six Months Ended June 30, 2004 

Total Revenues 

Total revenues for the six months ended June 30, 2005 were $109.6 million, as compared with $99.7 million 
for the six months ended June 30, 2004, which represented a 10.0% increase in total revenues. This increase is 
primarily attributable to our Electricity Segment whose revenues increase by 17.6% over the same period in 
2004. This increase was partially offset by a decrease of 8.2% in our Product Segment revenues as compared to 
the same period in 2004. 

Electricity Segment 

    

   Six Months ended  
June 30, 

   2005  2004 

   (in millions) 

Steamboat Project  $ 9.0    $ 6.9   
Puna Project    14.8      1.8   
Steamboat Hills Project    1.9      0.6   
Other Projects    56.9      60.9   
Total  $ 82.6    $ 70.2   

Revenues attributable to our Electricity Segment for the six months ended June 30, 2005 were $82.6 million, 
as compared with $70.2 million for the six months ended June 30, 2004, which represented a 17.6% increase in 
such revenues. This increase is primarily attributable to additional revenues being generated from the Steamboat 
2/3 project, which we acquired on February 11, 2004, the Steamboat Hills project, which we acquired on May 20, 
2004, and the Puna project, which we acquired on June 3, 2004. The decrease in revenues from Other Projects is 
primarily due to deconsolidation of the Leyte project as of April 1, 2004, which represented $3.1 million of our 
revenues in the second quarter of 2004, and the lower availability of the well field in the Ormesa project, as 
described above. 
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Products Segment 

Revenues attributable to our Products Segment for the six months ended June 30, 2005 were $27.1 million, 
as compared with $29.5 million for the six months ended June 30, 2004, which represented an 8.2% decrease in 
such revenues. This decrease of $2.4 million in the six months ended June 30, 2005 is principally attributable to 
the usual quarterly fluctuations in the revenues generated from our Products Segment. 

Total Cost of Revenues 

Total cost of revenues for the six months ended June 30, 2005 was $73.2 million, as compared with $63.7 
million for the six months ended June 30, 2004, which represented a 14.9% increase in total cost of revenues. As 
a percentage of total revenues, our total cost of revenues for the six months ended June 30, 2005 and the six 
months ended June 30, 2004 were 66.8% and 63.9%, respectively. The increase is principally attributable to 
increased costs in our Electricity Segment during the first half of 2005. 

Electricity Segment 

Total cost of revenues attributable to our Electricity Segment for the six months ended June 30, 2005 was 
$51.1 million, as compared with $40.6 million for the six months ended June 30, 2004, which represented a 
25.9% increase in total cost of revenues for such segment. This increase is primarily due to costs of $4.0 million, 
$1.4 million and $6.6 million attributable to the Steamboat 2/3 project (which was acquired on February 11, 
2004), the Steamboat Hills project (which was acquired on May 20, 2004) and the Puna project (which was 
acquired on June 3, 2004), respectively, for the first half of 2005 as compared with $2.8 million, $0.3 million and 
$1.1 million, respectively, for the first half of 2004. The remainder of the increase is mainly due to the increased 



 

 

costs within the Ormesa project, as described above. As a percentage of total electricity revenues, the total 
cost of revenues attributable to our Electricity Segment for the six months ended June 30, 2005 (61.9%) was 
higher than the percentage for the six months ended June 30, 2004 (57.8%). Such increase is primarily due to the 
deconsolidation of the Leyte project as of April 1, 2004, whose total cost of revenues as a percentage of the 
project's revenues for the six months ended June 30, 2004 was 46.3%, which is lower than the average cost of 
revenues for this segment, as well as the increased costs in the Ormesa project. It should be noted that the Puna 
project incurred additional costs of $0.3 million in the period from May 19, 2005 to June 30, 2005 in the form of 
net lease payments pursuant to the operating lease transaction described under "Recent Developments". The net 
semi-annual lease expenses going forward are expected to be $1.3 million. 

Products Segment 

Total cost of revenues attributable to our Products Segment for the six months ended June 30, 2005 was 
$22.1 million, as compared with $23.1 million for the six months ended June 30, 2004, which represented a 4.4% 
decrease in total cost of revenues related to such segment. Such $1.0 million decrease in total cost of revenues for 
the six months ended June 30, 2005 reflects a decrease in production volume, as compared with the 
corresponding period in 2004. As a percentage of total products revenues, our total cost of revenues attributable 
to our Products Segment for the six months ended June 30, 2005 was 81.7% and for the six months ended June 
30, 2004 was 78.4%. Such increase was primarily attributable to an 8.2% decrease in our Products Segment 
revenues while the fixed portion of our cost of product revenues, such as salaries, depreciation, expenses related 
to maintaining operations, utilities and property expenses, remained constant. 

Research and Development Expenses 

Research and development expenses for the six months ended June 30, 2005 were $1.1 million, as compared 
with $1.2 million for the six months ended June 30, 2004, which represented a 9.0% decrease in research and 
development expenses. Such decrease was in the ordinary course of our 
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operations and does not represent any significant change in our research and development program or our ability 
to maintain and continue to develop our technologies and operations and reflects fluctuations in the period in 
which actual expenses were incurred. 

Selling and Marketing Expenses 

Selling and marketing expenses for the six months ended June 30, 2005 decreased by $0.1 million, as 
compared with the six months ended June 30, 2004, which represented a 2.2% decrease in selling and marketing 
expenses due to the timing of incurring such expenses. Selling and marketing expenses for the six months ended 
June 30, 2005 constituted 3.5% of total revenues for such period, as compared with 4.0% for the six months 
ended June 30, 2004. Such decrease is principally attributable to the fixed cost nature of certain of our selling and 
marketing expenses against a larger total revenue base. 

General and Administrative Expenses 

General and administrative expenses for the six months ended June 30, 2005 were $6.6 million, as compared 
with $5.2 million for the six months ended June 30, 2004, which represented a 26.5% increase in general and 
administrative expenses. Such increase was principally attributable to an increase in professional services fees, 
additional personnel expenses and other administrative expenses, all as a result of being a public company whose 
shares are traded on the New York Stock Exchange. General and administrative expenses for the six months 
ended June 30, 2005 constituted 6.0% of total revenues for such period, as compared with 5.2% for the six 
months ended June 30, 2004. In addition, the general and administrative expenses in the six months ended June 
30, 2004 did not fully reflect the increase in such expenses that was required as a result of the increased activity 
that occurred in connection with the acquisitions made in 2004. 

Interest Expense 

Interest expense for the six months ended June 30, 2005 was $19.8 million, as compared with $19.5 million 
for the six months ended June 30, 2004, which represented a 1.7% increase in such interest expense. The net 
increase of $0.3 million resulted from the following: (i) a $0.8 million increase in the applicable LIBOR rate for 
the Beal Bank financing, (ii) a $1.9 million interest expense incurred in connection with the issuance by Ormat 



 

 

Funding, on February 13, 2004, of $190.0 million of Senior Secured Notes and (iii) a $0.7 million increase 
in interest payments to our parent. Such increases were offset by: (i) interest expense for the six months ended 
June 30, 2004 included $0.9 million related to the decrease in the fair value of the interest rate caps in respect of 
the Beal Bank financing; beginning in October 2004 the caps qualified for hedge accounting under SFAS No. 
133, and as such we have recorded the decrease in the value of the caps in respect of such transactions for the 
three months ended June 30, 2005 in the amount of $0.8 million in other comprehensive income. (ii) a decrease 
in interest expenses of $0.7 million as a result of the repayment of the Ormesa loan which was repaid on 
December 31, 2004. (iii) $1.8 million interest capitalized to projects under construction as compared with only 
$0.4 million in the same period last year, and (iv) the elimination of interest expenses of the Leyte loan in the 
amount of $0.3 million as a result of the deconsolidation of the Leyte project in April 1, 2004 (as a result of the 
application of FIN No. 46R). 

Income Taxes 

Income taxes for the six months ended June 30, 2005 were $2.6 million, as compared with $2.0 million for 
the six months ended June 30, 2004, which represents a 34.6% increase in such income taxes. The effective tax 
rates for the six months ended June 30, 2005 and June 30, 2004 were 37.6% and 31.0%, respectively. Our 
effective tax rate was lower in the six months ended June 30, 2004 compared with the six months ended June 30, 
2005 as a result of application of investment tax credits. 

Equity in Income of Investees 

Our participation in the income generated from our investees for the six months ended June 30, 2005 was 
$3.6 million, as compared with $2.0 million for the six months ended June 30, 2004. Such 
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increase was principally attributable to the income generated in connection with our 80% equity interest in the 
Leyte project, which was deconsolidated as of April 1, 2004 (as a result of the application of FIN No. 46R), 
which accounted for $0.9 million, and our collection of an insurance claim in that project in the second quarter of 
2005. 

Net Income 

Net income for the six months ended June 30, 2005 was $8.0 million, as compared with $6.3 million for the 
six months ended June 30, 2004, which represented a 27.4% increase in such net income. Net income as a 
percentage of our total revenues for the six months ended June 30, 2005 was 7.3%, as compared with 6.3% for 
the six months ended June 30, 2004. Such increase in percentage was principally attributable to: (i) an increase of 
$1.6 million in equity in income of investees, (ii) a decrease in our net interest expense of $1.5 million, and (iii) a 
$0.4 million increase in gross margin, offset by a $1.2 million increase in operating expenses and a $0.7 million 
increase in our income tax provision. 

Liquidity and Capital Resources 

To date, our principal sources of liquidity have been cash from operations, proceeds from parent company 
loans, third party debt in the form of borrowing under credit facilities, issuance by Ormat Funding of its Senior 
Secured Notes, project financing, and the issuance of shares of common stock on the public markets. We have 
utilized this cash to fund our acquisitions, develop and construct power generation plants and meet our other cash 
and liquidity needs. Our management believes that the outstanding cash, cash equivalents, marketable securities 
and cash generated from our operations will address our liquidity and other investment requirements. 

Loan Agreements with our Parent 

In 2003, we entered into a loan agreement with Ormat Industries Ltd. (the parent company), which was 
further amended on September 20, 2004. Pursuant to this loan agreement, Ormat Industries agreed to make a loan 
to us in one or more advances not exceeding a total aggregate amount of $150 million. The proceeds of the loan 
are to be used to fund our general corporate activities and investments. We are required to repay the loan and 
accrued interest in full and in accordance with an agreed-upon repayment schedule and in any event on or prior to 
June 5, 2010. Interest on the loan is calculated on the balance from the date of the receipt of each advance until 
the date of payment thereof at a rate per annum equal to Ormat Industries' average effective cost of funds plus 



 

 

0.3% percent in dollars, which represented a rate of 7.5% for the advances made during 2003. All 
computations of interest shall be made by Ormat Industries on the basis of a year consisting of 360 days. As of 
June 30, 2005, the outstanding balance of the loan was approximately $ 136.2 million compared to $143.2 
million as of December 31, 2004. 

In addition to the above loan, pursuant to the terms of a capital note, as further amended on September 20, 
2004, Ormat Industries converted outstanding balances owed by us to Ormat Industries into a subordinated non-
interest bearing loan in an amount equal to New Israeli Shekels (NIS) 240.0 million. At any time after November 
30, 2007 upon demand by Ormat Industries, we will be required to repay the loan in full. The final maturity of 
the loan is December 30, 2009. In accordance with the terms of such note, we will not be required to repay any 
amount in excess of $50.7 million (using the exchange rate existing on the date of such note). 

Third Party Debt 

Our third party debt is composed of two principal categories. The first category consists of project finance 
debt or acquisition financing that we or our subsidiaries have incurred for the purpose of developing and 
constructing, refinancing or acquiring our various projects. The second category consists of debt incurred by us 
or our subsidiaries for general corporate purposes. 

Limited and Non Recourse Debt 

OrCal Geothermal, one of our subsidiaries, entered into a non-recourse project finance loan from Beal Bank 
for the purpose of financing the acquisition of the Heber 1 and 2 projects and our 50% 
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ownership interest in the Mammoth project, of which $148.3 million was outstanding as of June 30, 2005, 
bearing an interest rate of the greater of 7.125% or LIBOR plus 5.125% per annum. The Bank Hapoalim project 
finance debt, of which $15.6 million was outstanding as of June 30, 2005, bearing an interest rate of LIBOR plus 
2.375% per annum on tranche one of the loan and LIBOR plus 3.0% per annum on tranche two of the loan, and 
the Export-Import Bank of the United States project finance debt, of which $11.4 million was outstanding as of 
June 30, 2005, bearing an interest rate of 6.54% per annum, were entered into by our relevant subsidiaries to 
finance the Momotombo project and the Leyte project (which was deconsolidated as of April 1, 2004), 
respectively. 

Senior Secured Notes – Non Recourse 

On February 13, 2004, Ormat Funding, one of our subsidiaries, issued 8¼% Senior Secured Notes in a 
capital markets offering subject to Rule 144A and Regulation S of the Securities Act of 1933, as amended, for the 
purpose of refinancing the acquisition cost of the Brady, Ormesa and Steamboat 1/1A projects, and the financing 
of the acquisition cost of the Steamboat 2/3 project, of which $186.5 million was outstanding as of June 30, 2005. 
The Senior Secured Notes are collateralized by substantially all of the assets of Ormat Funding and fully and 
unconditionally guaranteed by all of the wholly owned subsidiaries of Ormat Funding, and (with certain 
exceptions) by all real property, contractual rights, revenues and bank accounts, intercompany notes, certain 
insurance policies and guarantees of Ormat Funding and its subsidiaries. 

There are various restrictive covenants under the Senior Secured Notes, which include limitations on 
additional indebtedness and payment of dividends. 

A registration statement on Form S-4 relating to the Senior Secured Notes was filed with and declared 
effective by the Securities and Exchange Commission on February 9, 2005. On March 16, 2005, we exchanged 
these unregistered notes for Senior Secured Notes with substantially identical terms that have been registered 
under the Securities Act of 1933, as amended. As of the date of this report, there are $186.5 million of Senior 
Secured Notes outstanding. 

New financing of our projects 

Financing of the Amatitlan Project 

We currently intend to finance the construction cost of the Amatitlan project by the end of 2005. In 
connection with such financing, we are in discussions with a local bank in Guatemala to obtain a 10-year 
construction and term loan in an amount of approximately $41 million. 

Financing of Phase II of Olkaria III Project 



 

 

We are currently negotiating the financing of Phase II of Olkaria III project. In connection with such 
financing we signed a mandate letter with a financial institution to arrange a long term-loan. 

Full Recourse Debt 

Our full recourse third party debt includes the following loans: (i) a $20.0 million credit facility from United 
Mizrahi Bank, of which we repaid the outstanding balance of $20.0 million on February 10, 2005; the full 
amount of the line of credit remains available through December 31, 2005 and is guaranteed by our parent. (ii) A 
medium term loan from Israel's Industrial Development Bank, the $3.3 million outstanding balance of which was 
fully repaid on March 10, 2005, and (iii) a medium term loan from Bank Hapoalim, of which $3.0 million was 
outstanding as of June 30, 2005, bearing an interest rate of LIBOR plus 1.7% per annum. 

In connection with our acquisition through Ormat Systems Ltd. of the power generation business from our 
parent, we entered into certain agreements of which only those with each of Bank Hapoalim, Bank Leumi and 
United Mizrahi Bank remain. Under these agreements, in exchange for such banks' release of our parent's 
guarantee (which has not yet been finalized for United Mizrahi 
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Bank) and a release of their security interest over the assets of our subsidiary, Ormat Systems, we and Ormat 
Systems have agreed to certain negative covenants, including, but not limited to, a prohibition on: (i) creating any 
floating charge or any permanent pledge, charge or lien over our assets without obtaining the prior written 
approval of the lender, (ii) guaranteeing the liabilities of any third party without obtaining the prior written 
approval of the lender, and (iii) selling, assigning, transferring, conveying or disposing of all or substantially all 
of our assets. In some cases, we and Ormat Systems have agreed to maintain certain financial ratios such as a 
debt service coverage ratio and a debt to equity ratio. We do not expect that these covenants or ratios, which 
apply to us on a consolidated basis, will materially limit our ability to execute our future business plans or our 
operations. The failure to perform or observe any of the covenants set forth in such agreements, subject to various 
cure periods, would result in the occurrence of an event of default and would enable the lenders to accelerate all 
amounts due under each such agreement. 

We do not expect that any third party debt that we, or any of our subsidiaries, will incur in the future will be 
guaranteed by our parent. 

Some of the agreements to which we or our subsidiaries are a party contain cross-default provisions with 
respect to other material indebtedness owed by us or them to any third party. 

Our management believes that we are currently in compliance with our covenants with respect to our third-
party debt. 

Letters of Credit 

From time to time, Bank Leumi and Bank Hapoalim have issued, as security for certain of our obligations, 
performance letters of credit in favor of our customers. In some cases, our parent is the obligor in respect of any 
reimbursement obligations to the bank with respect to such letters of credit. Pursuant to certain existing 
agreements with our parent described elsewhere in this quarterly report, we are required to pay to our parent a fee 
with respect to such letters of credit and we are responsible to reimburse our parent for any draw or payment 
made under these letters of credit. As of June 30, 2005, Bank Leumi and Bank Hapoalim have agreed to make 
available to us letters of credit in the amount of $20.3 million and $8.1 million, respectively. As of such date, 
Bank Leumi and Bank Hapoalim have issued letters of credit in the amount of $15.8 million and $6.9 million, 
respectively. Accordingly, a further $4.5 million and $1.2 million remain available under the arrangement with 
Bank Leumi and Bank Hapoalim, respectively. 

Our subsidiary, Ormat Nevada, has also entered into a letter of credit agreement with Hudson United Bank, 
which is described in further detail under Off-Balance Sheet Arrangements" below. 

Refinancing of the Puna Project 

On May 19, 2005, our subsidiary in Hawaii, PGV, completed a refinancing of the cost of its June 2004 
acquisition of the Puna project geothermal power plant located on the Big Island of Hawaii. The refinancing was 
concluded with financing parties by means of a leveraged lease transaction as described under "Recent 
developments". The proceeds from the refinancing will be used for future capital expenditures and for general 



 

 

  

corporate purposes. 

Pursuant to a 31-year head lease, PGV leased its geothermal power plant to an unrelated company in return 
for a prepaid lease payment in the amount of $71 million. Deferred transaction costs amounted to $4.2 million. 

Dividend 

In accordance with our dividend policy, prior to our initial public offering we declared an interim dividend 
of $2.5 million ($0.1025 per share) for 2004 to our parent company, Ormat Industries, which was paid on March 
2, 2005. In accordance with such dividend policy, on March 22, 2005, we declared, approved and authorized the 
payment of a quarterly dividend of $947,000 ($0.03 per share), which was paid on April 18, 2005. On May 10, 
2005, we declared, approved and authorized payment of a 
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quarterly dividend of $947,000 ($0.03 per share) to all holders of our issued and outstanding shares of common 
stock on May 23, 2005, which was paid on June 6, 2005. On August 11, 2005, we declared, approved and 
authorized payment of a quarterly dividend of $947,000 ($0.03 per share) to all holders of our issued and 
outstanding shares of common stock on August 22, 2005, payable on September 1, 2005. We expect to pay a 
similar dividend for the third quarter of the fiscal year 2005. 

Historical Cash Flows 

The following table sets forth the components of our cash flows for the relevant periods indicated: 

    

   Six Months ended  
June 30 

   2005  2004 

   (in thousands) 

Net cash provided by operating activities  $ 35,200    $ 22,660   
Net cash used in investing activities    (36,909 )     (233,129 )  
Net cash provided by financing activities    12,183      222,766   
Net increase in cash and cash equivalents    10,474      12,297   

For the Six Months Ended June 30, 2005 

Net cash provided by operating activities for the six months ended June 30, 2005 was $35.2 million, as 
compared with net cash provided by operating activities of $22.7 million for the six months ended June 30, 2004. 
Such net increase of $12.5 million resulted primarily from the following: (i) an increase of $14.8 million in 
accounts payable and accrued expenses for the six months ended June 30, 2005 as compared with an increase of 
$4.8 million for the six months ended June 30, 2004 due to the increase of our activities relating mainly to 
projects under construction for third parties, (ii) an increase of $4.0 million in depreciation and amortization to 
$18.3 million for the six months ended June 30, 2005 from $14.3 million for the six months ended June 30, 2004 
as a result of the acquisitions of the Steamboat 2/3 project, the Steamboat Hills project and the Puna project, and 
(iii) an increase of $8.8 million in accounts receivable for the six months ended June 30, 2005 due to increased 
revenues in the Electricity Segment, as compared to an increase of $4.6 million for the six months ended June 30, 
2004. 

Net cash used in investing activities for the six months ended June 30, 2005 was $36.9 million, as compared 
with $233.1 million used in investing activities for the six months ended June 30, 2004. The principal factor that 
affected our cash flow used in investing activities during the first half of 2005 was capital expenditures of $48.8 
million primarily for our power facilities under construction. Such cash used in investing activities was offset by 
a decrease of $31.5 million in marketable securities of which $20.8 million was allocated to restricted cash. The 
cash used in investing activities for the six months ended June 30, 2004 primarily included $174.3 million of cash 
used for the acquisition of the Steamboat 2/3, Steamboat Hills and Puna projects. In addition our restricted cash 
and cash equivalents during the six months ended June 30, 2004 increased by $50.7 million resulting primarily 
from the issuance by Ormat Funding of $190.0 million of its 8 1/4% Senior Secured Notes. A portion of the 



 

 

proceeds from the issuance of such Senior Secured Notes was escrowed and reserved for additional 
investments in the Galena project and to repay the loan from United Capital to fund the acquisition of the Ormesa 
project. 

Net cash provided by financing activities for the six months ended June 30, 2005 was $12.2 million, as 
compared with $222.8 million provided by financing activities for the six months ended June 30, 2004. The 
principal factors that affected the cash flow provided by financing activities during the six months ended June 30, 
2005 were the prepaid lease payment of $71.0 million pursuant to the leveraged lease transaction (less $3.7 
million deferred cost related to such lease transaction), the repayment of short-term and long-term debt in the 
amount of $31.1 million, repayment of debt to our parent in the amount of $19.6 million, and the payment of a 
dividend to our shareholders in the amount of $4.4 million. The principal factors that affected the cash flow 
provided by financing activities for the six months ended June 30, 2004 were the $190.0 million in proceeds (less 
$8.9 million 
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in debt issuance costs) from the issuance of Ormat Funding 81/4% Senior Secured Notes, which were used to 
finance the acquisition of the Steamboat 2/3 project and to refinance the acquisition of the Ormesa, Brady, 
Mammoth and Steamboat 1/A projects. 

Capital Expenditures 

Our capital expenditures primarily relate to two principal components: the enhancement of our existing 
power plants and the development of new power plants. In addition, we have budgeted approximately $5.0 
million for 2005 and 2006 for buildings and for the acquisition of machinery and equipment. 

To the extent not otherwise described below, we expect that the following enhancements of our existing 
power plants will be funded from internally generated cash or other available corporate resources, which we 
expect to subsequently refinance with non or limited recourse debt at the project level. Initially, we intend to fund 
the construction projects described below from internally generated cash or other available corporate resources. 
We currently do not contemplate obtaining any new loans from our parent company. 

Mammoth Project.     We commenced drilling activities at the Mammoth project under an approximately 
$8.3 million enhancement program ($4.15 million to be funded by us), which we believe will result in an increase 
in the output of the project by 4 MW. Such enhancement program is expected to be completed in 2006. A 
substantial portion of the funds required for such enhancement have been earmarked from the project's funds by 
us and our partners. 

Heber Complex.     In connection with the Heber 1 and 2 projects and the Goulds Plant, we are currently 
pursuing a program consisting of geothermal field optimization, the drilling of an additional well and the addition 
of Ormat Energy Converter (OEC") units at the Heber projects in order to increase the generating capacity of the 
Heber 1 and 2 projects by an estimated 18 MW, for an estimated total budgeted investment of approximately 
$30.5 million. As of June 30, 2005, approximately $20.7 million in costs had been incurred related to the Heber 
project. On May 6, 2005, we completed negotiations and we expect to enter into a definitive agreement in the 
coming few weeks for a new 25-year power purchase agreement with SCPPA for the purchase of 10 MW of 
energy for a fixed price of $57.50/MWh which will escalate annually at a rate of 1.5%. Delivery of energy under 
this power purchase agreement is scheduled to begin at the end of 2005. Equipment manufacturing is in progress, 
the well drilling is almost completed and site construction has recently started. 

Puna Project.     In connection with the Puna project, we are currently pursuing an approximately $19.0 
million enhancement program which is designed to increase the output of the project by an estimated 5 MW and 
to improve its reliability. As of June 30, 2005, approximately $4.8 million in costs had been incurred related to 
the enhancement project. On June 30, we completed the re-drilling of an existing well, which increased the 
output by approximately 4 MW and we started the drilling of a new well. We expect that such enhancement 
program will be completed in the fourth quarter of 2005. Currently the project sells approximately 29 MW during 
peak hours and has a contractual commitment to sell 22 MW during off-peak hours. 

Ormesa Project.     In connection with the Ormesa project, we have drilled two additional wells, plan to add 
additional OEC units and replace existing units in order to increase the output of the project by an estimated 10 
MW. We estimate that the costs of such enhancements will be up to $36.0 million. As of June 30, 2005, 
approximately $4.3 million in costs had been incurred related to the enhancement project. On May 6, 2005, we 



 

 

completed negotiations and we expect to enter into definitive agreement in the coming few weeks for a new 
25-year power purchase agreement with SCPPA for the purchase of 10 MW of energy for a fixed price 
$57.50/MWh which will escalate annually at a rate of 1.5%. Delivery of energy under this power purchase 
agreement is expected to begin in the fourth quarter of 2006. 

Galena Project.     We commenced construction of the Galena project during the third quarter of 2004, 
started site construction in the first quarter of 2005 and expect to complete construction and 
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commence commercial operations in the fourth quarter of 2005. Construction costs of $25.4 million are being 
funded from the proceeds of Ormat Funding's offering of Senior Secured Notes, $8.9 million of which is 
currently deposited in an escrow account, and will be released in accordance with the progress of the construction 
phase for such enhancement. As of June 30, 2005, approximately $16.4 million in costs had been incurred related 
to the Galena project. Based on the final design of the project, we plan to increase the Steamboat complex output 
by 13 MW. 

Desert Peak 2 Project.     In connection with the Desert Peak 2 project, we have already drilled the 
necessary production wells and we began the manufacturing and construction of the associated power plant, 
which is expected to be completed at the end of 2005 or the first quarter of 2006. The total construction cost for 
the construction of the 15 MW power plant is estimated to be $35.0 million. As of June 30, 2005, approximately 
$18.1 million in costs had been incurred related to the Desert Peak 2 project. 

Galena 2 Project (formerly Desert Peak 3 Project).     In connection with the Galena 2 project, we plan to 
construct a power plant in the Steamboat complex, which will supply electricity under the Galena 2 power 
purchase agreement. We commenced drilling of the wells. The total construction cost for the construction of the 
10 MW power plant is estimated to be $22.0 million. We estimate that the construction of the Galena 2 project 
will be performed during 2005 and 2006. 

Amatitlan Project.     The Amatitlan project is scheduled to be completed in 2006 at an aggregate 
construction cost for the 20 MW plant of approximately $32.5 million. We commenced construction of the plant 
and as of June 30, 2005, approximately $6.8 million in costs had been incurred related to the Amatitlan project. 
The municipal local authorities have claimed that a construction license is required for the project while our local 
counsel has advised us that no such license is required under the applicable laws and regulations. We are 
simultaneously proceeding to challenge the claim of the local municipal authorities and to obtain the construction 
license. 

OREG 1 Project.     The recovered energy project is scheduled to be completed in 2006 at an aggregate 
construction cost for the 22 MW plant of approximately $35.0 million. As of June 30, 2005, approximately $5.1 
million in costs had been incurred related to this project. 

Phase II of Olkaria III Project.     In connection with Phase II of Olkaria III project, we have completed the 
drilling of the wells and are currently producing a conceptual design of the power plant. We expect the 
construction costs of the 35 MW power plant to range somewhere between $60 and $80 million. 

In addition to the above projects we plan to start the construction and enhancement of additional projects in 
a total amount of approximately $10.0 million. 

Other than the enhancements and new projects described above, and a possible further enhancement to the 
Ormesa project which is in the early stages of conceptual design, we do not anticipate any other material capital 
expenditures in the near term for any of our operating projects, other than ordinary maintenance requirements, 
which we typically fund with internally generated cash. 

Exposure to Market Risks 

One market risk to which power plants are typically exposed is the volatility of electricity prices. Our 
exposure to such market risk is limited currently because our long-term power purchase agreements have fixed or 
escalating rate provisions that limit our exposure to changes in electricity prices. However, beginning in May 
2007, the energy payments under the power purchase agreements for the Heber 1 and 2 projects, the Ormesa 
project and the Mammoth project will be determined by reference to the relevant power purchaser's short run 
avoided costs. The Puna project is currently benefiting from energy prices which are higher than the floor under 
the Puna power purchase agreement, as a result of the high fuel costs that impact Hawaii Electric Light 



 

 

Company's avoided costs. In addition, under certain of the power purchase agreements for our projects in 
Nevada, the price that Sierra Pacific Power Company pays for energy and capacity is based upon its short run 
avoided costs. We estimate that energy payments will represent approximately two-thirds of those projects' 
revenues after 2007 and as a result, expect that there will be some volatility in the revenues received from such 
projects. 
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As of June 30, 2005, 52.8% of our consolidated long-term debt (excluding amounts owed to our parent) was 
in the form of fixed rate securities and therefore not subject to interest rate volatility risk. As of such date, 47.2% 
of our debt was in the form of a floating rate instrument, exposing us to changes in interest rates in connection 
therewith. In order to mitigate such risks, we have acquired an interest rate cap of 6.0% with respect to the 
LIBOR component of the interest rate applicable to the Beal Bank loan from 2007 to 2011. We do not expect that 
a 300 basis point increase or decrease from current interest rates would have a material adverse effect on our 
financial position, but will have an effect on our results of operations and cash flows. As of June 30, 2005, $303.1 
million of our debt, including $136.2 million owed to our parent, remained subject to some floating rate risk. As 
such, we are exposed to changes in interest rates with respect to our long-term obligations. The detrimental effect 
on our pre-tax earnings of a hypothetical 50 basis point increase in interest rates would be approximately $1.5 
million. See "Liquidity and Capital Resources" above for further discussion of our debt instruments. 

In anticipation of the refinancing of the acquisition cost of our Puna project, on February 25, 2005, we 
entered into a rate lock agreement with Lehman Brothers Special Financing, Inc. at a locked-in treasury rate of 
4.31%, with a notional amount of $52.0 million, which was terminated on March 31, 2005. The rate lock was 
based on a 10-year treasury security that matures on February 15, 2015. On March 31, 2005, we received from 
the counterparty to the rate lock agreement the amount of $658,000. This amount net of related taxes of $250,000 
is recorded in our financial statements as "Gain in respect of derivative instruments designated for cash flow 
hedge, net of related taxes" under "Other comprehensive income (loss)" and will be amortized over the 23-year 
term of the Project Lease. 

On April 20, 2005, we entered into a new rate lock agreement with the abovementioned financial institution, 
at a locked-in treasury rate of 4.22%, with a notional amount of $52.0 million, and originally scheduled to 
terminate on May 2, 2005. The new rate lock agreement's termination date was extended until May 18, 2005 at a 
new locked-in treasury rate of 4.25%. The rate lock was based on a 10-year treasury security that matures on 
February 15, 2015. On May 18, 2005, we paid the counterparty to the rate lock agreement the amount of 
$762,000. This amount net of related taxes of $290,000 is recorded in our financial statements as a "Loss in 
respect of derivative instruments designated for cash flow hedge, net of related taxes" under "Other 
comprehensive income (loss)" and will be amortized over the 23-year term of the Project Lease. 

Another market risk to which we are exposed is primarily related to potential adverse changes in foreign 
currency exchange rates, in particular the fluctuation of the U.S. dollar versus the new Israeli shekel. Risks 
attributable to fluctuations in currency exchange rates can arise when any of our foreign subsidiaries borrows 
funds or incurs operating or other expenses in one type of currency but receives revenues in another. In such 
cases, an adverse change in exchange rates can reduce such subsidiary's ability to meet its debt service 
obligations, reduce the amount of cash and income we receive from such foreign subsidiary or increase such 
subsidiary's overall expenses. Risks attributable to fluctuations in foreign currency exchange rates can arise when 
the currency-denomination of a particular contract is not the U.S. dollar. All of our power purchase agreements in 
the international markets are either U.S. dollar-denominated or linked to the U.S. dollar. Our construction 
contacts from time to time contemplate costs which are incurred in local currencies. For example, in February 
2005 we signed a contract in the amount of approximately $24 million for construction of a power plant which is 
denominated in Euros. A substantial portion of such contract will be matched by costs denominated in Euros. The 
way we often mitigate such risk is to receive part of the proceeds from the sale contract in the currency in which 
the expenses are incurred. Currently, we have not used any material foreign currency exchange contracts or other 
derivative instruments to reduce our exposure to this risk. In the future, we may use such foreign currency 
exchange contracts and other derivative instruments to reduce our foreign currency exposure to the extent we 
deem such instruments to be the appropriate tool for managing such exposure. We do not believe that our 
exchange rate exposure has or will have a material adverse effect on our financial condition, results of operations 
or cash flows. 
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We currently maintain our surplus cash in short-term, interest-bearing bank deposits and Preferred 
Auctioned Rate Securities, which we refer to as PARS (deposits of entities with a minimum investment grade 
rating of AA (by Standard & Poor's Ratings Services)). 

Off-Balance Sheet Arrangements 

On June 30, 2004, our subsidiary, Ormat Nevada, entered into a Letter of Credit Agreement with Hudson 
United Bank, pursuant to which Hudson United Bank agreed to issue one or more letters of credit in an aggregate 
face amount of up to $15.0 million. As of the date hereof, two letters of credit have been issued pursuant to this 
facility. The first was issued in favor of the trustee for the 8¼% Senior Secured Notes, for a face amount of $8.1 
million, which was increased by an additional amount of $2.7 million on December 30, 2004. The second was 
issued in favor of Beal Bank, for a face amount of $3.6 million. Such letters of credit have been issued to 
substitute for current cash balances in respective reserve accounts. The unrestricted cash resulting from this 
exchange was used for working capital and reductions of outstanding bank debt. As of June 30, 2005, such letters 
of credit have not been renewed by us. Under this Letter of Credit Agreement, in the event that the bank is 
required to pay on a letter of credit drawn by the beneficiary thereof, such letter of credit converts to a loan, 
bearing interest at LIBOR plus 4.0%, and matures on the next expiration date of the Letter of Credit Agreement. 
There are various restrictive covenants under the Letter of Credit Agreement, which include maintaining certain 
levels of tangible net worth, leverage ratio, and minimum coverage ratio. Our management believes that we are 
currently in compliance with our covenants. 

On July 15, 2004, we entered into a reimbursement agreement with Ormat Industries, pursuant to which we 
agreed to reimburse Ormat Industries for any draws made on any standby letter of credit under which Ormat 
Industries is obligor and which is subject to the guarantee fee agreement between us and Ormat Industries. 
Interest on any amounts owing pursuant to the reimbursement agreement is paid in U.S. dollars at a rate per 
annum equal to Ormat Industries' average effective cost of funds plus 0.3%, which currently amounts to 7.5%. 

Some of our customers require our project subsidiaries to post letters of credit in order to guarantee their 
respective performance under relevant contracts. We are also required to post letters of credit to secure our 
obligations under various leases and licenses and may, from time to time, decide to post letters of credit in lieu of 
cash deposits in reserve accounts under certain financing arrangements. In addition, our subsidiary, Ormat 
Systems, is required from time to time to post performance letters of credit in favor of our customers with respect 
to orders of products. 

Bank Leumi and Bank Hapoalim have issued such performance letters of credit in favor of our customers 
from time to time. Initially, our parent, Ormat Industries, was the obligor in respect of any reimbursement 
obligations on such letters of credit and we paid our parent a guarantee fee and were responsible to reimburse our 
parent for any draw under these letters of credit. In connection with the acquisition of the power generation 
business by Ormat Systems from our parent, we have assumed such letters of credit and are now the direct 
obligor of Bank Leumi and Bank Hapoalim on most of such letters of credit. As of June 30, 2005, Bank Leumi 
and Bank Hapoalim have agreed to make available to us letters of credit totaling $20.3 million and $8.1 million, 
respectively. As of such date, Bank Leumi and Bank Hapoalim have issued letters of credit in the amount of 
$15.8 million and $6.9 million, respectively. Out of these amounts, letters of credits totaling $7.1 million and 
$1.7 million from Bank Leumi and Bank Hapoalim, respectively, have been obtained by our parent and issued on 
our behalf. 

As of the date hereof, we have not had a draw presented against any letter of credit issued or provided on 
our behalf. 

Concentration of Credit Risk 

Our credit risk is currently concentrated with a limited number of major customers: Sierra Pacific Power 
Company, Southern California Edison Company, Hawaii Electric Light Company, PNOC-Energy Development 
Corporation, The Kenya Power and Lighting Company Limited and two 
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electric distribution companies which are assignees of Empresa Nicaraguense de Electricidad. If any of these 



 

 

electric utilities fails to make payments under its power purchase agreements with us, such failure would have a 
material adverse impact on our financial condition. 

Southern California Edison Company accounted for 38.8% and 42.4% of our total revenues for the three 
months ended June 30, 2005 and 2004, respectively, and 36.2% and 41.6% of our total revenues for the six 
months ended June 30, 2005 and 2004, respectively. Southern California Edison Company is also the power 
purchaser and revenue source for our Mammoth project, which we account for separately under the equity 
method of accounting. 

Sierra Pacific Power Company accounted for 14.1% and 14.3% of our total revenues for the three months 
ended June 30, 2005 and 2004, respectively, and 15.5% and 13.1% of our total revenues for the six months ended 
June 30, 2005 and 2004, respectively. 

Following the acquisition of the Puna project in June 2004, Hawaii Electric Light Company became one of 
our key customers, accounting for 12.7% and 13.5% of our total revenues for the three and six-month periods 
ended June 30, 2005, respectively. 

PNOC-Energy Development Corporation accounted for 3.1% of our total revenues for the six months ended 
June 30, 2004. The results of operations of the Leyte project which sells electricity to PNOC were deconsolidated 
as of April 1, 2004. 

The two electric distribution companies which are assignees of Empresa Nicaraguense de Electricidad 
accounted for 5.2% and 5.7% of our total revenues for the three months ended June 30, 2005 and 2004, 
respectively, and 5.5% and 6.0% of our total revenues for the six months ended June 30, 2005 and 2004, 
respectively. The Kenya Power & Lighting Co. Ltd. accounted for 4.6% and 4.6% of our total revenues for the 
three months ended June 30, 2005 and 2004, respectively, and 4.7% and 4.8% of our total revenues for the six 
months ended June 30, 2005 and 2004, respectively. 

Government Grants and Tax Benefits 

Our subsidiary, Ormat Systems, has received "Approved Enterprise" status under Israel's Law for 
Encouragement of Capital Investments, 1959, with respect to two of its investment programs. One such approval 
was received in 1996 and the other was received in May 2004. As an Approved Enterprise, our subsidiary is 
exempt from Israeli income taxes with respect to income derived from the approved investment program for a 
period of two years commencing on the year it first generates profits from the approved investment program, and 
thereafter such income is subject to reduced Israeli income tax rates of 25% for an additional five years. These 
benefits are subject to certain conditions set forth in the certificate of approval from Israel's Investment Center 
that include, among other things, a requirement that Ormat Systems comply with Israeli intellectual property law, 
that all transactions between Ormat Systems and our affiliates be at arms length, and that there will be no change 
in control of, on a cumulative basis, more than 49% of Ormat Systems' capital stock (including by way of a 
public offering) without the prior written approval of the Investment Center. 

Prior to 2003, our research and development efforts were partially funded through grants from the Office of 
the Chief Scientist of the Israeli Ministry of Industry, Trade and Labor. We currently have no such grants 
available or outstanding. Under Israeli law, we are required to pay royalties to the Israeli government based on 
revenues derived from the sale of products developed with the assistance of such grants. The applicable royalty 
rate is between of 3.5% to 5.0%, and the amount of royalties required to be paid are capped at the amount of the 
grants received (in U.S. dollars). The outstanding balance of grants provided after January 1, 1999 accrue interest 
at a rate equal to the 12-month LIBOR, as published on the first day of the calendar year in which the particular 
grant was approved. Because the royalties are payable only from revenues, if any, derived from the relevant 
products, we only recognize a royalty expense to the government upon delivery of the product to our customers. 

Risk Factors 

A comprehensive discussion of our risk factors is included in the Management's Discussion and Analysis of 
Financial Condition and Results of Operations" section of our annual report on Form 10-K/A for the year ended 
December 31, 2004. 
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ITEM 3.    QUANTITATIVE AND QUALITATIVE DISCLOSURES  ABOUT MARKET RISK 



 

 

We incorporate by reference the information appearing under "Exposure to Market Risks" and 
"Concentration of Credit Risk" in Part I, Item 2 of this Form 10-Q. 

ITEM 4.    CONTROLS AND PROCEDURES 

a.   Evaluation of disclosure controls and procedures 

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, 
evaluated the effectiveness of our disclosure controls and procedures pursuant to Rule 13a-15 under the 
Securities and Exchange Act of 1934, as amended, as of the end of the period covered by this quarterly report. 
The evaluation included certain control areas in which we have made, and are continuing to make, changes to 
improve and enhance controls. Based on that evaluation as of June 30, 2005, our Chief Executive Officer and 
Chief Financial Officer have concluded that our disclosure controls and procedures (as defined in Rules 13a-15
(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended) were effective to ensure that the 
information required to be disclosed by us in this quarterly report on Form 10-Q was recorded, processed, 
summarized and reported accurately and within the time periods specified within the SEC's rules and instructions 
for Form 10-Q. In designing and evaluating the disclosure controls and procedures, management recognized that 
any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance 
of achieving the desired control objectives, and management is required to apply its judgment in evaluating the 
cost benefit relationship of possible controls and procedures. 

b.   Changes in internal controls over financial reporting 

There were no changes in our internal controls over financial reporting in the first six months of 2005 that 
have materially affected or are reasonably likely to materially affect our internal controls over financial reporting. 

We are further enhancing our documentation and analyzing our system of internal controls. We have 
initially identified areas of our internal controls requiring improvement, and are in the process of designing 
enhanced processes and controls to address issues identified through this review. Areas of improvement include 
enhancing and streamlining our domestic and international financial reporting procedures. We plan to continue 
this initiative, as well as prepare for our first management report on internal control over financial reporting, as 
required by Section 404 of the Sarbanes-Oxley Act of 2002, on December 31, 2005. 
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PART II – OTHER INFORMATION 

ITEM 1.    LEGAL PROCEEDINGS 

There were no material developments in any legal proceedings to which the Company is a party during the 
first six months of fiscal year 2005 from those previously reported in Part I, Item 3 of our annual report on Form 
10-K/A for the year ended December 31, 2004. 

From time to time, we (and our subsidiaries) are a party to various other lawsuits, claims and other legal and 
regulatory proceedings that arise in the ordinary course of our (and their) business. These actions typically seek, 
among other things, compensation for alleged personal injury, breach of contract, property damage, punitive 
damages, civil penalties or other losses, or injunctive or declaratory relief. With respect to such lawsuits, claims 
and proceedings, we accrue reserves in accordance with U.S. generally accepted accounting principles. We do 
not believe that any of these proceedings, individually or in the aggregate, would materially and adversely affect 
our business, financial condition, future results and cash flows. 

ITEM 2.    UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS 

On November 10, 2004, the SEC declared effective our registration statement on Form S-1 (File No. 333-
117527) (Registration Statement") for our Initial Public Offering. Under the Registration Statement, we 
registered and sold 7,187,500 shares of our common stock. All of the 7,187,500 shares sold in that offering were 
sold at $15.00 per share. The offering closed on November 16, 2004. The underwriting syndicate was managed 
by Lehman Brothers Inc., Deutsche Bank Securities Inc., RBC Capital Markets Corporation, and Wells Fargo 



  

 

 

  

Securities LLC. 

The aggregate gross proceeds from the sale of 7,187,500 shares of common stock were $107.8 million. The 
aggregate net proceeds to us after the offering were $97.0 million, after deducting an aggregate of $7.5 million in 
underwriting discounts and commissions paid to the underwriters and $3.3 million in other expenses incurred in 
connection with the offering. 

As of the date of this filing, we invested $14.0 million out of the net proceeds in interest-bearing investment-
grade instruments and bank deposits; we repaid third party loans in the amount of $23.3 million and used $59.7 
million for corporate purposes, including $31.0 million for capital expenditures and $7.0 million to repay loans 
from our parent, Ormat Industries Ltd. 

ITEM 3.    DEFAULTS UPON SENIOR SECURITIES 

None. 

ITEM 4.    SUBMISSION OF MATTERS TO A VOTE OF SECUR ITY HOLDERS 

On May 9, 2005, we held our 2005 Annual Meeting of Stockholders. At the Annual Meeting, two matters 
were voted upon: (i) the election of two directors, each for a three-year term expiring at the 2008 Annual Meeting 
of Stockholders and until their successors are elected and qualified; and (ii) the ratification of the appointment of 
PricewaterhouseCoopers LLP as our independent registered public accounting firm for the fiscal year 2005. 

The results of the votes electing the two director nominees, Yoram Bronicki and Edward Muller, and 
ratifying the appointment of PricewaterhouseCoopers LLP as our independent auditor for fiscal year 2005 were 
as follows: 

        

Proposal 
 

Votes For 
 

Votes Against/ 
 

Withheld 
 

Abstentions 
 Broker  

Non-votes 
Election of Director Yoram Bronicki    28,619,502      1,558,662      N/A      N/A   
Election of Director Edward Muller    30,144,064      34,100      N/A      N/A   
Ratification of Appointment of PricewaterhouseCoopers 

LLP    30,176,569      915      680      -0-  
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ITEM 5.    OTHER INFORMATION 

None. 

ITEM 6.    EXHIBITS 

 
Exhibit No.  Document 
3.1 

 
Second Amended and Restated Certificate of Incorporation, incorporated by reference to 
Exhibit 3.1 to Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on July 20, 2004. 

3.2 
 
Second Amended and Restated By-laws, incorporated by reference to Exhibit 3.2 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 2 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on October 22, 2004. 

4.1 
 
Form of Common Share Stock Certificate, incorporated by reference to Exhibit 4.1 to Ormat 
Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on July 20, 2004. 

4.2 
 
Form of Preferred Share Stock Certificate, incorporated by reference to Exhibit 4.2 to Ormat 
Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on July 20, 2004. 

4.3 Form of Rights Agreement by and between Ormat Technologies, Inc. and American Stock 



 

 
  

 
Transfer & Trust Company, incorporated by reference to Exhibit 4.3 to Ormat Technologies, 
Inc. Registration Statement Amendment No. 2 on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on October 22, 2004. 

10.1  Financing Agreements 
10.1.1 

 

Foreign Currency Loan Agreement, dated June 1, 2004, between Ormat Technologies, Inc. and 
United Mizrahi Bank LTD., incorporated by reference to Exhibit 10.1.1 to Ormat Technologies, 
Inc. Registration Statement on Form S-1 (File No. 333-117527) to the Securities and Exchange 
Commission on July 20, 2004. 

10.1.2 

 

Amended and Restated Bridge Loan Agreement, dated October 2, 2003, by and between Ormat 
Nevada, Inc. and Bank Leumi USA, incorporated by reference to Exhibit 10.1.2 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.1.3 

 

Credit Facility Agreement, dated September 5, 2000, between Ormat Momotombo Power 
Company and Bank Hapoalim B.M., incorporated by reference to Exhibit 10.1.3 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.1.4 

 

Credit Agreement, dated as of December 18, 2003, among OrCal Geothermal Inc. and Beal 
Bank, S.S.B. and the financial institutions party thereto from time to time, incorporated by 
reference to Exhibit 10.1.5 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 1 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
September 28, 2004. 

10.1.5 

 

Credit Agreement, dated May 13, 1996, between Ormat-Leyte and Export-Import Bank of the 
United States, incorporated by reference to Exhibit 10.1.6 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 
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Exhibit No.  Document 
10.1.6 

 

Indenture, dated February 13, 2004, among Ormat Funding Corp., Brady Power Partners, 
Steamboat Development Corp., Steamboat Geothermal LLC, OrMammoth Inc., ORNI 1 LLC, 
ORNI 2 LLC, ORNI 7 LLC, Ormesa LLC and Union Bank of California, incorporated by 
reference to Exhibit 10.1.7 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 1 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
September 28, 2004. 

10.1.7 

 

First Supplemental Indenture, dated May 14, 2004, among Ormat Funding Corp., Brady Power 
Partners, Steamboat Development Corp., Steamboat Geothermal LLC, OrMammoth Inc., ORNI 
1 LLC, ORNI 2 LLC, ORNI 7 LLC, Ormesa LLC and Union Bank of California, incorporated 
by reference to Exhibit 10.1.8 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 1 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
September 28, 2004. 

10.1.8 

 

Loan Agreement, dated October 1, 2003, by and between Ormat Technologies, Inc. and Ormat 
Industries Ltd., incorporated by reference to Exhibit 10.1.9 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.1.9 

 

Amendment No. 1 to Loan Agreement, dated September 20, 2004, by and between Ormat 
Technologies, Inc. and Ormat Industries Ltd., incorporated by reference to Exhibit 10.1.10 to 
Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.1.10 

 

Capital Note, dated December 22, 2003, by and between Ormat Technologies, Inc. and Ormat 
Industries Ltd., incorporated by reference to Exhibit 10.1.11 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.1.11 

 

Amendment to Capital Note, dated September 20, 2004, by and between Ormat Technologies, 
Inc. and Ormat Industries Ltd., incorporated by reference to Exhibit 10.1.12 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 



 

 
  

10.1.12 

 

Guarantee Fee Agreement, dated January 1, 1999, by and between Ormat Technologies, Inc. 
and Ormat Industries Ltd., incorporated by reference to Exhibit 10.1.13 to Ormat Technologies, 
Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on September 28, 2004. 

10.1.13 

 

Reimbursement Agreement, dated July 15, 2004, by and between Ormat Technologies, Inc. and 
Ormat Industries Ltd., incorporated by reference to Exhibit 10.1.14 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.1.14 

 

Services Agreement, dated July 15, 2004, by and between Ormat Industries Ltd. and Ormat 
Systems Ltd., incorporated by reference to Exhibit 10.1.15 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 
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Exhibit No.  Document 
10.1.15 

 

Letter of Credit and Loan Agreement, dated June 30, 2004, by and between Ormat Nevada, 
Inc., and Hudson United Bank, incorporated by reference to Exhibit 10.1.16 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 2 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on October 22, 2004. 

10.1.16 

 

First Amendment to Letter of Credit and Loan Agreement, dated June 30, 2004, by and 
between Ormat Nevada, Inc., and Hudson United Bank, incorporated by reference to Exhibit 
10.1.17 to Ormat Technologies, Inc. Registration Statement Amendment No. 2 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on October 22, 2004. 

10.1.17 

 

Subordination Agreement, dated June 30, 2004, by and between Ormat Technologies, Inc. and 
Hudson United Bank, incorporated by reference to Exhibit 10.1.16 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 2 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on October 22, 2004. 

10.2  Purchase Agreements 
10.2.1 

 

Purchase and Sale Agreement, dated April 22, 2004, by and among Constellation Power, Inc. 
and Cosi Puna, Inc. and ORNI 8 LLC and Ormat Nevada, Inc., incorporated by reference to 
Exhibit 10.2.1 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.2.2 

 

Purchase Agreement, dated July 15, 2004, by and between Ormat Industries Ltd. and Ormat 
Systems Ltd., incorporated by reference to Exhibit 10.2.2 to Ormat Technologies, Inc. 
Registration Statement on Form S-1 (File No. 333-117527) to the Securities and Exchange 
Commission on July 20, 2004. 

10.3  Power Purchase Agreements 
10.3.1 

 

Power Purchase Contract, dated July 18, 1984, between Southern California Edison Company 
and Republic Geothermal, Inc., incorporated by reference to Exhibit 10.3.1 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.2 

 

Amendment No. 1, to the Power Purchase Contract, dated December 23, 1988, between 
Southern California Edison Company and Ormesa Geothermal, incorporated by reference to 
Exhibit 10.3.2 to Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on July 20, 2004. 

10.3.3 

 

Power Purchase Contract, dated June 13, 1984, between Southern California Edison Company 
and Ormat Systems, Inc., incorporated by reference to Exhibit 10.3.3 to Ormat Technologies, 
Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on September 28, 2004. 

10.3.4 

 

Power Purchase and Sales Agreement, dated as of August 26, 1983, between Chevron U.S.A. 
Inc. and Southern California Edison Company, incorporated by reference to Exhibit 10.3.4 to 
Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on July 20, 2004. 
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Exhibit No.  Document 
10.3.5 

 

Amendment No. 1, to Power Purchase and Sale Agreement, dated as of December 11, 1984, 
between Chevron U.S.A. Inc., HGC and Southern California Edison Company, incorporated by 
reference to Exhibit 10.3.5 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 1 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
September 28, 2004. 

10.3.6 

 

Settlement Agreement and Amendment No. 2, to Power Purchase Contract, dated August 7, 
1995, between HGC and Southern California Edison Company, incorporated by reference to 
Exhibit 10.3.6 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.7 

 

Power Purchase Contract dated, April 16, 1985, between Southern California Edison Company 
and Second Imperial Geothermal Company, incorporated by reference to Exhibit 10.3.7 to 
Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.8 

 

Amendment No. 1, dated as of October 23, 1987, between Southern California Edison 
Company and Second Imperial Geothermal Company, incorporated by reference to Exhibit 
10.3.8 to Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) 
to the Securities and Exchange Commission on July 20, 2004. 

10.3.9 

 

Amendment No. 2, dated as of July 27, 1990, between Southern California Edison Company 
and Second Imperial Geothermal Company, incorporated by reference to Exhibit 10.3.9 to 
Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on July 20, 2004. 

10.3.10 

 

Amendment No. 3, dated as of November 24, 1992, between Southern California Edison 
Company and Second Imperial Geothermal Company, incorporated by reference to Exhibit 
10.3.10 to Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) 
to the Securities and Exchange Commission on July 20, 2004. 

10.3.11 

 

Amended and Restated Power Purchase and Sales Agreement, dated December 2, 1986, 
between Mammoth Pacific and Southern California Edison Company, incorporated by 
reference to Exhibit 10.3.11 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 1 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
September 28, 2004. 

10.3.12 

 

Amendment No. 1, to Amended and Restated Power Purchase and Sale Agreement, dated May 
18, 1990, between Mammoth Pacific and Southern California Edison Company, incorporated 
by reference to Exhibit 10.3.12 to Ormat Technologies, Inc. Registration Statement on Form S-
1 (File No. 333-117527) to the Securities and Exchange Commission on July 20, 2004. 

10.3.13 

 

Power Purchase Contract, dated April 15, 1985, between Mammoth Pacific and Southern 
California Edison Company, incorporated by reference to Exhibit 10.3.13 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.14 

 

Amendment No. 1, dated as of October 27, 1989, between Mammoth Pacific and Southern 
California Edison Company, incorporated by reference to Exhibit 10.3.14 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 
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Exhibit No.  Document 
10.3.15 

 

Amendment No. 2, dated as of December 20, 1989, between Mammoth Pacific and Southern 
California Edison Company, incorporated by reference to Exhibit 10.3.15 to Ormat 
Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on July 20, 2004. 

10.3.16 Power Purchase Contract, dated April 16, 1985, between Southern California Edison Company 
and Santa Fe Geothermal, Inc., incorporated by reference to Exhibit 10.3.16 to Ormat 



 

 
  

 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.17 

 

Amendment No. 1, to Power Purchase Contract, dated October 25, 1985, between Southern 
California Edison Company and Mammoth Pacific, incorporated by reference to Exhibit 
10.3.17 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.18 

 

Amendment No. 2, to Power Purchase Contract, dated December 20, 1989, between Southern 
California Edison Company and Pacific Lighting Energy Systems, incorporated by reference to 
Exhibit 10.3.18 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.19 

 

Interconnection Facilities Agreement, dated October 20, 1989, by and between Southern 
California Edison Company and Mammoth Pacific, incorporated by reference to Exhibit 
10.3.19 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.20 

 

Interconnection Facilities Agreement, dated October 13, 1985, by and between Southern 
California Edison Company and Mammoth Pacific (II), incorporated by reference to Exhibit 
10.3.20 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.21 

 

Interconnection Facilities Agreement, dated October 20, 1989, by and between Southern 
California Edison Company and Pacific Lighting Energy Systems, incorporated by reference to 
Exhibit 10.3.21 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.22 

 

Interconnection Agreement, dated August 12, 1985, by and between Southern California 
Edison Company and Heber Geothermal Company incorporated by reference to Exhibit 10.3.22 
to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.23 

 

Plant Connection Agreement for the Heber Geothermal Plant No.1, dated, July 31, 1985, by and 
between Imperial Irrigation District and Heber Geothermal Company incorporated by reference 
to Exhibit 10.3.23 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on 
Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 
2004. 

54 

 
Exhibit No.  Document 
10.3.24 

 

Plant Connection Agreement for the Second Imperial Geothermal Company Power Plant No.1, 
dated, October 27, 1992, by and between Imperial Irrigation District and Second Imperial 
Geothermal Company incorporated by reference to Exhibit 10.3.24 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.3.25 

 

IID-SIGC Transmission Service Agreement for Alternative Resources, dated, October 27, 
1992, by and between Imperial Irrigation District and Second Imperial Geothermal Company 
incorporated by reference to Exhibit 10.3.25 to Ormat Technologies, Inc. Registration 
Statement on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
July 20, 2004. 

10.3.26 

 

Plant Connection Agreement for the Ormesa Geothermal Plant, dated October 1, 1985, by and 
between Imperial Irrigation District and Ormesa Geothermal incorporated by reference to 
Exhibit 10.3.26 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.27 

 

Plant Connection Agreement for the Ormesa IE Geothermal Plant, dated, October 21, 1988, by 
and between Imperial Irrigation District and Ormesa IE incorporated by reference to Exhibit 
10.3.27 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.28 

 

Plant Connection Agreement for the Ormesa IH Geothermal Plant, dated, October 3, 1989, by 
and between Imperial Irrigation District and Ormesa IH incorporated by reference to Exhibit 
10.3.28 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.29 Plant Connection Agreement for the Geo East Mesa Limited Partnership Unit No. 2, dated, 



 

 
  

 

March 21, 1989, by and between Imperial Irrigation District and Geo East Mesa Limited 
Partnership incorporated by reference to Exhibit 10.3.29 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.3.30 

 

Plant Connection Agreement for the Geo East Mesa Limited Partnership Unit No. 3, dated, 
March 21, 1989, by and between Imperial Irrigation District and Geo East Mesa Limited 
Partnership incorporated by reference to Exhibit 10.3.30 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.3.31 

 

Transmission Service Agreement for the Ormesa I, Ormesa IE and Ormesa IH Geothermal 
Power Plants, dated, October 3, 1989, between Imperial Irrigation District and Ormesa 
Geothermal incorporated by reference to Exhibit 10.3.31 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 
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Exhibit No.  Document 
10.3.32 

 

Transmission Service Agreement for the Geo East Mesa Limited Partnership Unit No. 2, dated, 
March 21, 1989, by and between Imperial Irrigation District and Geo East Mesa Limited 
Partnership incorporated by reference to Exhibit 10.3.32 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.3.33 

 

Transmission Service Agreement for the Geo East Mesa Limited Partnership Unit No. 3, dated, 
March 21, 1989, by and between Imperial Irrigation District and Geo East Mesa Limited 
Partnership incorporated by reference to Exhibit 10.3.33 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.3.34 

 

IID-Edison Transmission Service Agreement for Alternative Resources, dated, September 26, 
1985, by and between Imperial Irrigation District and Southern California Edison Company 
incorporated by reference to Exhibit 10.3.34 to Ormat Technologies, Inc. Registration 
Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities and 
Exchange Commission on September 28, 2004. 

10.3.35 

 

Plant Amendment No. 1, to IID-Edison Transmission Service Agreement for Alternative 
Resources, dated, August 25, 1987, by and between Imperial Irrigation District and Southern 
California Edison Company incorporated by reference to Exhibit 10.3.35 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.36 

 

Leyte Optimization Project BOT Agreement, dated August 4, 1995, by and between PNOC-
Energy Development Corporation and Ormat Inc. incorporated by reference to Exhibit 10.3.36 
to Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on July 20, 2004. 

10.3.37 

 

First Amendment to Leyte Optimization Project BOT Agreement, dated February 29, 1996, by 
and between PNOC-Energy Development Corporation and Ormat Leyte Co. Ltd. incorporated 
by reference to Exhibit 10.3.37 to Ormat Technologies, Inc. Registration Statement on Form S-
1 (File No. 333-117527) to the Securities and Exchange Commission on July 20, 2004. 

10.3.38 

 

Second Amendment to Leyte Optimization Project BOT Agreement, dated April 1, 1996, by 
and between PNOC-Energy Development Corporation and Ormat Leyte Co. Ltd. incorporated 
by reference to Exhibit 10.3.38 to Ormat Technologies, Inc. Registration Statement on Form S-
1 (File No. 333-117527) to the Securities and Exchange Commission on July 20, 2004. 

10.3.39 

 

Agreement Addressing Renewable Energy Pricing and Payment Issues, dated June 15, 2001, by 
and between Second Imperial Geothermal Company QFID No. 3021 and Southern California 
Edison Company incorporated by reference to Exhibit 10.3.39 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 
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Exhibit No.  Document 
10.3.40 

 

Amendment No. 1 to Agreement Addressing Renewable Energy Pricing and Payment Issues, 
dated November 30, 2001, by and between Second Imperial Geothermal Company QFID No. 
3021 and Southern California Edison Company incorporated by reference to Exhibit 10.3.40 to 
Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.41 

 

Agreement Addressing Renewable Energy Pricing and Payment Issues, dated June 15, 2001, by 
and between Heber Geothermal Company QFID No. 3001 and Southern California Edison 
Company incorporated by reference to Exhibit 10.3.41 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.3.42 

 

Amendment No. 1 to Agreement Addressing Renewable Energy Pricing and Payment Issues, 
dated November 30, 2001, by and between Heber Geothermal Company QFID No. 3001 and 
Southern California Edison Company incorporated by reference to Exhibit 10.3.42 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.43 

 

Energy Services Agreement, dated February 2003, by and between Imperial Irrigation District 
and ORMESA, LLC incorporated by reference to Exhibit 10.3.43 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.3.44 

 

Purchase Power Contract, dated March 24, 1986, by and between Hawaii Electric Light 
Company and Thermal Power Company incorporated by reference to Exhibit 10.3.44 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.45 

 

Firm Capacity Amendment to Purchase Power Contract, dated July 28, 1989, by and between 
Hawaii Electric Light Company and Puna Geothermal Venture incorporated by reference to 
Exhibit 10.3.45 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.46 

 

Amendment to Purchase Power Contract, dated October 19, 1993, by and between Hawaii 
Electric Light Company and Puna Geothermal Venture incorporated by reference to Exhibit 
10.3.46 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.47 

 

Third Amendment to the Purchase Power Contract, dated March 7, 1995, by and between 
Hawaii Electric Light Company and Puna Geothermal Venture incorporated by reference to 
Exhibit 10.3.47 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.48 

 

Performance Agreement and Fourth Amendment to the Purchase Power Contract, dated 
February 12, 1996, by and between Hawaii Electric Light Company and Puna Geothermal 
Venture incorporated by reference to Exhibit 10.3.48 to Ormat Technologies, Inc. Registration 
Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities and 
Exchange Commission on September 28, 2004. 
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Exhibit No.  Document 
10.3.49 

 

Agreement to Design 69 KV Transmission Lines, a Substation at Pohoiki, Modifications to 
Substations at Puna and Kaumana, and a Temporary 34.5 Facility to Interconnect PGV's 
Geothermal Electric Plant with HELCO's System Grid (Phase II and III), dated June 7, 1990, by 
and between Hawaii Electric Light Company and Puna Geothermal Venture incorporated by 
reference to Exhibit 10.3.49 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 1 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
September 28, 2004. 

10.4 Leases incorporated by reference to Exhibit 10.4 to Ormat Technologies, Inc. Registration 



 

 
  

 
Statement on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
July 20, 2004. 

10.4.1 
 
Ormesa BLM Geothermal Resources Lease CA 966 incorporated by reference to Exhibit 10.4.1 
to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.2 
 
Ormesa BLM License for Electric Power Plant Site CA 24678 incorporated by reference to 
Exhibit 10.4.2 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.3 

 

Geothermal Resources Mining Lease, dated February 20, 1981, by and between the State of 
Hawaii, as Lessor, and Kapoho Land Partnership, as Lessee incorporated by reference to 
Exhibit 10.4.3 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.4 

 

Geothermal Lease Agreement, dated October 20, 1975, by and between Ruth Walker Cox and 
Betty M. Smith, as Lessor, and Gulf Oil Corporation, as Lessee incorporated by reference to 
Exhibit 10.4.4 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.5 

 

Geothermal Lease Agreement, dated August 1, 1976, by and between Southern Pacific Land 
Company, as Lessor, and Phillips Petroleum Company, as Lessee incorporated by reference to 
Exhibit 10.4.5 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.6 

 

Geothermal Resources Lease, dated November 18, 1983, by and between Sierra Pacific Power 
Company, as Lessor, and Geothermal Development Associates, as Lessee incorporated by 
reference to Exhibit 10.4.6 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 1 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
September 28, 2004. 

10.4.7 

 

Lease Agreement, dated November 1, 1969, by and between Chrisman B. Jackson and Sharon 
Jackson, husband and wife, as Lessor, and Standard Oil Company of California, as Lessee 
incorporated by reference to Exhibit 10.4.7 to Ormat Technologies, Inc. Registration Statement 
on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on July 20, 
2004. 

10.4.8 

 

Lease Agreement, dated September 22, 1976, by and between El Toro Land & Cattle Co., as 
Lessor, and Standard Oil Company of California, as Lessee incorporated by reference to 
Exhibit 10.4.8 to Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on July 20, 2004. 
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Exhibit No.  Document 
10.4.9 

 

Lease Agreement, dated February 17, 1977, by and between Joseph L. Holtz, as Lessor, and 
Chevron U.S.A. Inc., as Lessee incorporated by reference to Exhibit 10.4.9 to Ormat 
Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on July 20, 2004. 

10.4.10 

 

Lease Agreement, dated March 11, 1964, by and between John D. Jackson and Frances Jones 
Jackson, also known as Frances J. Jackson, husband and wife, as Lessor, and Standard Oil 
Company of California, as Lessee incorporated by reference to Exhibit 10.4.10 to Ormat 
Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on July 20, 2004. 

10.4.11 

 

Lease Agreement, dated February 16, 1964, by and between John D. Jackson, conservator for 
the estate of Aphia Jackson Wallan, as Lessor, and Standard Oil Company of California, as 
Lessee incorporated by reference to Exhibit 10.4.11 to Ormat Technologies, Inc. Registration 
Statement on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
July 20, 2004. 

10.4.12 

 

Lease Agreement, dated March 17, 1964, by and between Helen S. Fugate, a widow, as Lessor, 
and Standard Oil Company of California, as Lessee incorporated by reference to Exhibit 
10.4.12 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.13 Lease Agreement, dated February 16, 1964, by and between John D. Jackson and Frances J. 
Jackson, husband and wife, as Lessor, and Standard Oil Company of California, as Lessee 



 

 
  

 
incorporated by reference to Exhibit 10.4.13 to Ormat Technologies, Inc. Registration 
Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities and 
Exchange Commission on September 28, 2004. 

10.4.14 

 

Lease Agreement, dated February 20, 1964, by and between John A. Straub and Edith D. 
Straub, also known as John A. Straub and Edythe D. Straub, husband and wife, as Lessor, and 
Standard Oil Company of California, as Lessee incorporated by reference to Exhibit 10.4.14 to 
Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on July 20, 2004. 

10.4.15 

 

Lease Agreement, dated July 1, 1971, by and between Marie L. Gisler and Harry R. Gisler, as 
Lessor, and Standard Oil Company of California, as Lessee incorporated by reference to 
Exhibit 10.4.15 to Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on July 20, 2004. 

10.4.16 

 

Lease Agreement, dated February 28, 1964, by and between Gus Kurupas and Guadalupe 
Kurupas, husband and wife, as Lessor, and Standard Oil Company of California, as Lessee 
incorporated by reference to Exhibit 10.4.16 to Ormat Technologies, Inc. Registration 
Statement on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
July 20, 2004. 

10.4.17 

 

Lease Agreement, dated April 7, 1972, by and between Nowlin Partnership, as Lessor, and 
Standard Oil Company of California, as Lessee incorporated by reference to Exhibit 10.4.17 to 
Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on July 20, 2004. 
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Exhibit No.  Document 
10.4.18 

 

Geothermal Lease Agreement, dated July 18, 1979, by and between Charles K. Corfman, an 
unmarried man as his sole and separate property, and Lessor, and Union Oil Company of 
California, as Lessee incorporated by reference to Exhibit 10.4.18 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.4.19 

 

Lease Agreement, dated January 1, 1972, by and between Holly Oberly Thomson, also known 
as Holly F. Oberly Thomson, also known as Holly Felicia Thomson, as Lessor, and Union Oil 
Company of California, as Lessee incorporated by reference to Exhibit 10.4.19 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.20 

 

Lease Agreement, dated June 14, 1971, by and between Fitzhugh Lee Brewer, Jr., a married 
man as his separate property, Donna Hawk, a married woman as her separate property, and Ted 
Draper and Helen Draper, husband and wife, as Lessor, and Union Oil Company of California, 
as Lessee incorporated by reference to Exhibit 10.4.20 to Ormat Technologies, Inc. Registration 
Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities and 
Exchange Commission on September 28, 2004. 

10.4.21 

 

Lease Agreement, dated May 13, 1971, by and between Mathew J. La Brucherie and Jane E. La 
Brucherie, husband and wife, and Robert T. O'Dell and Phyllis M. O'Dell, husband and wife, as 
Lessor, and Union Oil Company of California, as Lessee incorporated by reference to Exhibit 
10.4.21 to Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) 
to the Securities and Exchange Commission on July 20, 2004. 

10.4.22 

 

Lease Agreement, dated June 2, 1971, by and between Dorothy Gisler, a widow, Joan C. Hill, 
and Jean C. Browning, as Lessor, and Union Oil Company of California, as Lessee 
incorporated by reference to Exhibit 10.4.22 to Ormat Technologies, Inc. Registration 
Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities and 
Exchange Commission on September 28, 2004. 

10.4.23 

 

Geothermal Lease Agreement, dated February 15, 1977, by and between Walter J. Holtz, as 
Lessor, and Magma Energy Inc., as Lessee incorporated by reference to Exhibit 10.4.23 to 
Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.24 

 
Geothermal Lease, dated August 31, 1983, by and between Magma Energy Inc., as Lessor, and 
Holt Geothermal Company, as Lessee incorporated by reference to Exhibit 10.4.24 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-



 

 
  

 

 
  

117527) to the Securities and Exchange Commission on September 28, 2004. 
10.4.25 

 

Unprotected Lease Agreement, dated July 15, 2004, by and between Ormat Industries Ltd. and 
Ormat Systems Ltd. incorporated by reference to Exhibit 10.4.25 to Ormat Technologies, Inc. 
Registration Statement on Form S-1 (File No. 333-117527) to the Securities and Exchange 
Commission on July 20, 2004. 
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Exhibit No.  Document 
10.4.26 

 

Geothermal Resources Lease, dated June 27, 1988, by and between Bernice Guisti, Judith 
Harvey and Karen Thompson, Trustees and Beneficiaries of the Guisti Trust, as Lessor, and Far 
West Capital, Inc., as Lessee incorporated by reference to Exhibit 10.4.26 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.27 

 

Amendment to Geothermal Resources Lease, dated January, 1992, by and between Bernice 
Guisti, Judith Harvey and Karen Thompson, Trustees and Beneficiaries of the Guisti Trust, as 
Lessor, and Far West Capital, Inc., as Lessee incorporated by reference to Exhibit 10.4.27 to 
Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.28 

 

Second Amendment to Geothermal Resources Lease, dated June 25, 1993, by and between 
Bernice Guisti, Judith Harvey and Karen Thompson, Trustees and Beneficiaries of the Guisti 
Trust, as Lessor, and Far West Capital, Inc. and its Assignee, Steamboat Development Corp., as 
Lessee incorporated by reference to Exhibit 10.4.28 to Ormat Technologies, Inc. Registration 
Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities and 
Exchange Commission on September 28, 2004. 

10.4.29 

 

Geothermal Resources Sublease, dated May 31, 1991, by and between Fleetwood Corporation, 
as Lessor, and Far West Capital, Inc., as Lessee incorporated by reference to Exhibit 10.4.29 to 
Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.30 

 

KLP Lease and Agreement, dated March 1, 1981, by and between Kapoho Land Partnership, as 
Lessor, and Thermal Power Company, as Lessee incorporated by reference to Exhibit 10.4.30 
to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.31 

 

Amendment to KLP Lease and Agreement, dated July 9, 1990, by and between Kapoho Land 
Partnership, as Lessor, and Puna Geothermal Venture, as Lessee incorporated by reference to 
Exhibit 10.4.31 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.32 

 

Second Amendment to KLP Lease and Agreement, dated December 31, 1996, by and between 
Kapoho Land Partnership, as Lessor, and Puna Geothermal Venture, as Lessee incorporated by 
reference to Exhibit 10.4.32 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 1 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
September 28, 2004. 

10.4.33 

 

Participation Agreement, dated May 18, 2005, by and among Puna Geothermal Venture, SE 
Puna, L.L.C., Wilmington Trust Company, S.E. Puna Lease, L.L.C., AIG Annuity Insurance 
Company, American General Life Insurance Company, Allstate Life Insurance Company and 
Union Bank of California, filed herewith. 

10.4.34 
 
Project Lease Agreement, dated May 18, 2005, by and between SE Puna, L.L.C. and Puna 
Geothermal Venture, filed herewith. 
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Exhibit No.  Document 
10.5  General 
10.5.1 

 

Engineering, Procurement and Construction Contract, dated August 23, 2002, by and between 
Tuaropaki Power Company Limited and Ormat Pacific Inc incorporated by reference to Exhibit 
10.5.1 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.5.2 

 

Amendment No. 1, to Engineering, Procurement and Construction Contract, dated, 2003, by 
and between Tuaropaki Power Company Limited and Ormat Pacific Inc. incorporated by 
reference to Exhibit 10.5.2 to Ormat Technologies, Inc. Registration Statement on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on July 20, 2004. 

10.5.3 

 

Engineering, Procurement and Construction Contract, dated 2003, by and between Contact 
Energy Limited and Ormat Pacific Inc. incorporated by reference to Exhibit 10.5.3 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.5.4 

 

Patent License Agreement, dated July 15, 2004, by and between Ormat Industries Ltd. and 
Ormat Systems Ltd. incorporated by reference to Exhibit 10.5.4 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.5.5 

 

Form of Registration Rights Agreement by and between Ormat Technologies, Inc. and Ormat 
Industries Ltd. incorporated by reference to Exhibit 10.5.5 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 2 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on October 22, 2004. 

10.6.1 
 
Ormat Technologies, Inc. 2004 Incentive Compensation Plan incorporated by reference to 
Exhibit 10.6.1 to Ormat Technologies, Inc. Registration Statement Amendment No. 2 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on October 22, 2004. 

10.6.2 
 
Form of Incentive Stock Option Agreement incorporated by reference to Exhibit 10.6.2 to 
Ormat Technologies, Inc. Registration Statement Amendment No. 2 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on October 22, 2004. 

10.6.3 
 
Form of Nonqualified Stock Option Agreement incorporated by reference to Exhibit 10.6.3 to 
Ormat Technologies, Inc. Registration Statement Amendment No. 2 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on October 22, 2004. 

10.7 
 
Form of Executive Employment Agreement of Lucien Bronicki incorporated by reference to 
Exhibit 10.7 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-
1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.8 
 
Form of Executive Employment Agreement of Yehudit Bronicki incorporated by reference to 
Exhibit 10.8 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-
1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 
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Exhibit No.  Document 
10.9 

 
Form of Executive Employment Agreement of Yoram Bronicki incorporated by reference to 
Exhibit 10.9 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-
1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.10.1 
 
Form of Executive Employment Agreement of Hezy Ram incorporated by reference to Exhibit 
10.10.1 to Ormat Technologies, Inc. Registration Statement Amendment No. 2 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on October 20, 2004 

10.10.2 

 

Amendment No. 1 to Form of Executive Employment Agreement of Hezy Ram incorporated by 
reference to Exhibit 10.10.2 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 2 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
October 20, 2004 

10.10.11 
 
Form of Indemnification Agreement incorporated by reference to Exhibit 10.11 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 2 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on October 20, 2004 

31.1 
 
Certification of the Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted 
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, filed herewith. 

31.2 Certification of the Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted 



 

 

  

 

 
  

 pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, filed herewith. 
32.1 

 
Certification of the Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted 
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, filed herewith. 

32.2 
 
Certification of the Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted 
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, filed herewith. 

99.1 
 
Material terms with respect to BLM geothermal resources leases incorporated by reference to 
Exhibit 99.1 to Ormat Technologies, Inc. Registration Statement Amendment No. 2 on Form S-
1 (File No. 333-117527) to the Securities and Exchange Commission on October 20, 2004. 

99.2 
 
Material terms with respect to BLM site leases incorporated by reference to Exhibit 99.2 to 
Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on July 20, 2004. 

99.3 

 

Material terms with respect to agreements addressing renewable energy pricing and payment 
issues incorporated by reference to Exhibit 99.3 to Ormat Technologies, Inc. Registration 
Statement on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
July 20, 2004. 
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this 
report to be signed on its behalf by the undersigned thereunto duly authorized. 

   ORMAT TECHNOLOGIES, INC. 

Date:   August 11, 2005  By:  /s/ JOSEPH TENNE 

      Name: Joseph Tenne 

      Title: Chief Financial Officer 
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Exhibit No.  Document 
3.1 

 
Second Amended and Restated Certificate of Incorporation, incorporated by reference to 
Exhibit 3.1 to Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on July 20, 2004. 

3.2 
 
Second Amended and Restated By-laws, incorporated by reference to Exhibit 3.2 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 2 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on October 22, 2004. 

4.1 
 
Form of Common Share Stock Certificate, incorporated by reference to Exhibit 4.1 to Ormat 
Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on July 20, 2004. 

4.2 
 
Form of Preferred Share Stock Certificate, incorporated by reference to Exhibit 4.2 to Ormat 
Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on July 20, 2004. 

4.3 Form of Rights Agreement by and between Ormat Technologies, Inc. and American Stock 
Transfer & Trust Company, incorporated by reference to Exhibit 4.3 to Ormat Technologies, 



 

 
  

 
Inc. Registration Statement Amendment No. 2 on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on October 22, 2004. 

10.1  Financing Agreements 
10.1.1 

 

Foreign Currency Loan Agreement, dated June 1, 2004, between Ormat Technologies, Inc. and 
United Mizrahi Bank LTD., incorporated by reference to Exhibit 10.1.1 to Ormat Technologies, 
Inc. Registration Statement on Form S-1 (File No. 333-117527) to the Securities and Exchange 
Commission on July 20, 2004. 

10.1.2 

 

Amended and Restated Bridge Loan Agreement, dated October 2, 2003, by and between Ormat 
Nevada, Inc. and Bank Leumi USA, incorporated by reference to Exhibit 10.1.2 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.1.3 

 

Credit Facility Agreement, dated September 5, 2000, between Ormat Momotombo Power 
Company and Bank Hapoalim B.M., incorporated by reference to Exhibit 10.1.3 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.1.4 

 

Credit Agreement, dated as of December 18, 2003, among OrCal Geothermal Inc. and Beal 
Bank, S.S.B. and the financial institutions party thereto from time to time, incorporated by 
reference to Exhibit 10.1.5 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 1 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
September 28, 2004. 

10.1.5 

 

Credit Agreement, dated May 13, 1996, between Ormat-Leyte and Export-Import Bank of the 
United States, incorporated by reference to Exhibit 10.1.6 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 
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Exhibit No.  Document 
10.1.6 

 

Indenture, dated February 13, 2004, among Ormat Funding Corp., Brady Power Partners, 
Steamboat Development Corp., Steamboat Geothermal LLC, OrMammoth Inc., ORNI 1 LLC, 
ORNI 2 LLC, ORNI 7 LLC, Ormesa LLC and Union Bank of California, incorporated by 
reference to Exhibit 10.1.7 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 1 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
September 28, 2004. 

10.1.7 

 

First Supplemental Indenture, dated May 14, 2004, among Ormat Funding Corp., Brady Power 
Partners, Steamboat Development Corp., Steamboat Geothermal LLC, OrMammoth Inc., ORNI 
1 LLC, ORNI 2 LLC, ORNI 7 LLC, Ormesa LLC and Union Bank of California, incorporated 
by reference to Exhibit 10.1.8 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 1 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
September 28, 2004. 

10.1.8 

 

Loan Agreement, dated October 1, 2003, by and between Ormat Technologies, Inc. and Ormat 
Industries Ltd., incorporated by reference to Exhibit 10.1.9 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.1.9 

 

Amendment No. 1 to Loan Agreement, dated September 20, 2004, by and between Ormat 
Technologies, Inc. and Ormat Industries Ltd., incorporated by reference to Exhibit 10.1.10 to 
Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.1.10 

 

Capital Note, dated December 22, 2003, by and between Ormat Technologies, Inc. and Ormat 
Industries Ltd., incorporated by reference to Exhibit 10.1.11 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.1.11 

 

Amendment to Capital Note, dated September 20, 2004, by and between Ormat Technologies, 
Inc. and Ormat Industries Ltd., incorporated by reference to Exhibit 10.1.12 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.1.12 Guarantee Fee Agreement, dated January 1, 1999, by and between Ormat Technologies, Inc. 



 

 
  

 
and Ormat Industries Ltd., incorporated by reference to Exhibit 10.1.13 to Ormat Technologies, 
Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on September 28, 2004. 

10.1.13 

 

Reimbursement Agreement, dated July 15, 2004, by and between Ormat Technologies, Inc. and 
Ormat Industries Ltd., incorporated by reference to Exhibit 10.1.14 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.1.14 

 

Services Agreement, dated July 15, 2004, by and between Ormat Industries Ltd. and Ormat 
Systems Ltd., incorporated by reference to Exhibit 10.1.15 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 
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Exhibit No.  Document 
10.1.15 

 

Letter of Credit and Loan Agreement, dated June 30, 2004, by and between Ormat Nevada, 
Inc., and Hudson United Bank, incorporated by reference to Exhibit 10.1.16 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 2 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on October 22, 2004. 

10.1.16 

 

First Amendment to Letter of Credit and Loan Agreement, dated June 30, 2004, by and 
between Ormat Nevada, Inc., and Hudson United Bank, incorporated by reference to Exhibit 
10.1.17 to Ormat Technologies, Inc. Registration Statement Amendment No. 2 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on October 22, 2004. 

10.1.17 

 

Subordination Agreement, dated June 30, 2004, by and between Ormat Technologies, Inc. and 
Hudson United Bank, incorporated by reference to Exhibit 10.1.16 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 2 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on October 22, 2004. 

10.2  Purchase Agreements 
10.2.1 

 

Purchase and Sale Agreement, dated April 22, 2004, by and among Constellation Power, Inc. 
and Cosi Puna, Inc. and ORNI 8 LLC and Ormat Nevada, Inc., incorporated by reference to 
Exhibit 10.2.1 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.2.2 

 

Purchase Agreement, dated July 15, 2004, by and between Ormat Industries Ltd. and Ormat 
Systems Ltd., incorporated by reference to Exhibit 10.2.2 to Ormat Technologies, Inc. 
Registration Statement on Form S-1 (File No. 333-117527) to the Securities and Exchange 
Commission on July 20, 2004. 

10.3  Power Purchase Agreements 
10.3.1 

 

Power Purchase Contract, dated July 18, 1984, between Southern California Edison Company 
and Republic Geothermal, Inc., incorporated by reference to Exhibit 10.3.1 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.2 

 

Amendment No. 1, to the Power Purchase Contract, dated December 23, 1988, between 
Southern California Edison Company and Ormesa Geothermal, incorporated by reference to 
Exhibit 10.3.2 to Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on July 20, 2004. 

10.3.3 

 

Power Purchase Contract, dated June 13, 1984, between Southern California Edison Company 
and Ormat Systems, Inc., incorporated by reference to Exhibit 10.3.3 to Ormat Technologies, 
Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on September 28, 2004. 

10.3.4 

 

Power Purchase and Sales Agreement, dated as of August 26, 1983, between Chevron U.S.A. 
Inc. and Southern California Edison Company, incorporated by reference to Exhibit 10.3.4 to 
Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on July 20, 2004. 
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Exhibit No.  Document 
10.3.5 

 

Amendment No. 1, to Power Purchase and Sale Agreement, dated as of December 11, 1984, 
between Chevron U.S.A. Inc., HGC and Southern California Edison Company, incorporated by 
reference to Exhibit 10.3.5 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 1 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
September 28, 2004. 

10.3.6 

 

Settlement Agreement and Amendment No. 2, to Power Purchase Contract, dated August 7, 
1995, between HGC and Southern California Edison Company, incorporated by reference to 
Exhibit 10.3.6 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.7 

 

Power Purchase Contract dated, April 16, 1985, between Southern California Edison Company 
and Second Imperial Geothermal Company, incorporated by reference to Exhibit 10.3.7 to 
Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.8 

 

Amendment No. 1, dated as of October 23, 1987, between Southern California Edison 
Company and Second Imperial Geothermal Company, incorporated by reference to Exhibit 
10.3.8 to Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) 
to the Securities and Exchange Commission on July 20, 2004. 

10.3.9 

 

Amendment No. 2, dated as of July 27, 1990, between Southern California Edison Company 
and Second Imperial Geothermal Company, incorporated by reference to Exhibit 10.3.9 to 
Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on July 20, 2004. 

10.3.10 

 

Amendment No. 3, dated as of November 24, 1992, between Southern California Edison 
Company and Second Imperial Geothermal Company, incorporated by reference to Exhibit 
10.3.10 to Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) 
to the Securities and Exchange Commission on July 20, 2004. 

10.3.11 

 

Amended and Restated Power Purchase and Sales Agreement, dated December 2, 1986, 
between Mammoth Pacific and Southern California Edison Company, incorporated by 
reference to Exhibit 10.3.11 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 1 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
September 28, 2004. 

10.3.12 

 

Amendment No. 1, to Amended and Restated Power Purchase and Sale Agreement, dated May 
18, 1990, between Mammoth Pacific and Southern California Edison Company, incorporated 
by reference to Exhibit 10.3.12 to Ormat Technologies, Inc. Registration Statement on Form S-
1 (File No. 333-117527) to the Securities and Exchange Commission on July 20, 2004. 

10.3.13 

 

Power Purchase Contract, dated April 15, 1985, between Mammoth Pacific and Southern 
California Edison Company, incorporated by reference to Exhibit 10.3.13 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.14 

 

Amendment No. 1, dated as of October 27, 1989, between Mammoth Pacific and Southern 
California Edison Company, incorporated by reference to Exhibit 10.3.14 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 
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Exhibit No.  Document 
10.3.15 

 

Amendment No. 2, dated as of December 20, 1989, between Mammoth Pacific and Southern 
California Edison Company, incorporated by reference to Exhibit 10.3.15 to Ormat 
Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on July 20, 2004. 

10.3.16 Power Purchase Contract, dated April 16, 1985, between Southern California Edison Company 
and Santa Fe Geothermal, Inc., incorporated by reference to Exhibit 10.3.16 to Ormat 



 

 
  

 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.17 

 

Amendment No. 1, to Power Purchase Contract, dated October 25, 1985, between Southern 
California Edison Company and Mammoth Pacific, incorporated by reference to Exhibit 
10.3.17 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.18 

 

Amendment No. 2, to Power Purchase Contract, dated December 20, 1989, between Southern 
California Edison Company and Pacific Lighting Energy Systems, incorporated by reference to 
Exhibit 10.3.18 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.19 

 

Interconnection Facilities Agreement, dated October 20, 1989, by and between Southern 
California Edison Company and Mammoth Pacific, incorporated by reference to Exhibit 
10.3.19 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.20 

 

Interconnection Facilities Agreement, dated October 13, 1985, by and between Southern 
California Edison Company and Mammoth Pacific (II), incorporated by reference to Exhibit 
10.3.20 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.21 

 

Interconnection Facilities Agreement, dated October 20, 1989, by and between Southern 
California Edison Company and Pacific Lighting Energy Systems, incorporated by reference to 
Exhibit 10.3.21 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.22 

 

Interconnection Agreement, dated August 12, 1985, by and between Southern California 
Edison Company and Heber Geothermal Company incorporated by reference to Exhibit 10.3.22 
to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.23 

 

Plant Connection Agreement for the Heber Geothermal Plant No.1, dated, July 31, 1985, by and 
between Imperial Irrigation District and Heber Geothermal Company incorporated by reference 
to Exhibit 10.3.23 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on 
Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 
2004. 
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Exhibit No.  Document 
10.3.24 

 

Plant Connection Agreement for the Second Imperial Geothermal Company Power Plant No.1, 
dated, October 27, 1992, by and between Imperial Irrigation District and Second Imperial 
Geothermal Company incorporated by reference to Exhibit 10.3.24 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.3.25 

 

IID-SIGC Transmission Service Agreement for Alternative Resources, dated, October 27, 
1992, by and between Imperial Irrigation District and Second Imperial Geothermal Company 
incorporated by reference to Exhibit 10.3.25 to Ormat Technologies, Inc. Registration 
Statement on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
July 20, 2004. 

10.3.26 

 

Plant Connection Agreement for the Ormesa Geothermal Plant, dated October 1, 1985, by and 
between Imperial Irrigation District and Ormesa Geothermal incorporated by reference to 
Exhibit 10.3.26 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.27 

 

Plant Connection Agreement for the Ormesa IE Geothermal Plant, dated, October 21, 1988, by 
and between Imperial Irrigation District and Ormesa IE incorporated by reference to Exhibit 
10.3.27 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.28 

 

Plant Connection Agreement for the Ormesa IH Geothermal Plant, dated, October 3, 1989, by 
and between Imperial Irrigation District and Ormesa IH incorporated by reference to Exhibit 
10.3.28 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.29 Plant Connection Agreement for the Geo East Mesa Limited Partnership Unit No. 2, dated, 



 

 
  

 

March 21, 1989, by and between Imperial Irrigation District and Geo East Mesa Limited 
Partnership incorporated by reference to Exhibit 10.3.29 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.3.30 

 

Plant Connection Agreement for the Geo East Mesa Limited Partnership Unit No. 3, dated, 
March 21, 1989, by and between Imperial Irrigation District and Geo East Mesa Limited 
Partnership incorporated by reference to Exhibit 10.3.30 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.3.31 

 

Transmission Service Agreement for the Ormesa I, Ormesa IE and Ormesa IH Geothermal 
Power Plants, dated, October 3, 1989, between Imperial Irrigation District and Ormesa 
Geothermal incorporated by reference to Exhibit 10.3.31 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 
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Exhibit No.  Document 
10.3.32 

 

Transmission Service Agreement for the Geo East Mesa Limited Partnership Unit No. 2, dated, 
March 21, 1989, by and between Imperial Irrigation District and Geo East Mesa Limited 
Partnership incorporated by reference to Exhibit 10.3.32 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.3.33 

 

Transmission Service Agreement for the Geo East Mesa Limited Partnership Unit No. 3, dated, 
March 21, 1989, by and between Imperial Irrigation District and Geo East Mesa Limited 
Partnership incorporated by reference to Exhibit 10.3.33 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.3.34 

 

IID-Edison Transmission Service Agreement for Alternative Resources, dated, September 26, 
1985, by and between Imperial Irrigation District and Southern California Edison Company 
incorporated by reference to Exhibit 10.3.34 to Ormat Technologies, Inc. Registration 
Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities and 
Exchange Commission on September 28, 2004. 

10.3.35 

 

Plant Amendment No. 1, to IID-Edison Transmission Service Agreement for Alternative 
Resources, dated, August 25, 1987, by and between Imperial Irrigation District and Southern 
California Edison Company incorporated by reference to Exhibit 10.3.35 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.36 

 

Leyte Optimization Project BOT Agreement, dated August 4, 1995, by and between PNOC-
Energy Development Corporation and Ormat Inc. incorporated by reference to Exhibit 10.3.36 
to Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on July 20, 2004. 

10.3.37 

 

First Amendment to Leyte Optimization Project BOT Agreement, dated February 29, 1996, by 
and between PNOC-Energy Development Corporation and Ormat Leyte Co. Ltd. incorporated 
by reference to Exhibit 10.3.37 to Ormat Technologies, Inc. Registration Statement on Form S-
1 (File No. 333-117527) to the Securities and Exchange Commission on July 20, 2004. 

10.3.38 

 

Second Amendment to Leyte Optimization Project BOT Agreement, dated April 1, 1996, by 
and between PNOC-Energy Development Corporation and Ormat Leyte Co. Ltd. incorporated 
by reference to Exhibit 10.3.38 to Ormat Technologies, Inc. Registration Statement on Form S-
1 (File No. 333-117527) to the Securities and Exchange Commission on July 20, 2004. 

10.3.39 

 

Agreement Addressing Renewable Energy Pricing and Payment Issues, dated June 15, 2001, by 
and between Second Imperial Geothermal Company QFID No. 3021 and Southern California 
Edison Company incorporated by reference to Exhibit 10.3.39 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 
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Exhibit No.  Document 
10.3.40 

 

Amendment No. 1 to Agreement Addressing Renewable Energy Pricing and Payment Issues, 
dated November 30, 2001, by and between Second Imperial Geothermal Company QFID No. 
3021 and Southern California Edison Company incorporated by reference to Exhibit 10.3.40 to 
Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.41 

 

Agreement Addressing Renewable Energy Pricing and Payment Issues, dated June 15, 2001, by 
and between Heber Geothermal Company QFID No. 3001 and Southern California Edison 
Company incorporated by reference to Exhibit 10.3.41 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.3.42 

 

Amendment No. 1 to Agreement Addressing Renewable Energy Pricing and Payment Issues, 
dated November 30, 2001, by and between Heber Geothermal Company QFID No. 3001 and 
Southern California Edison Company incorporated by reference to Exhibit 10.3.42 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.43 

 

Energy Services Agreement, dated February 2003, by and between Imperial Irrigation District 
and ORMESA, LLC incorporated by reference to Exhibit 10.3.43 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.3.44 

 

Purchase Power Contract, dated March 24, 1986, by and between Hawaii Electric Light 
Company and Thermal Power Company incorporated by reference to Exhibit 10.3.44 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.45 

 

Firm Capacity Amendment to Purchase Power Contract, dated July 28, 1989, by and between 
Hawaii Electric Light Company and Puna Geothermal Venture incorporated by reference to 
Exhibit 10.3.45 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.46 

 

Amendment to Purchase Power Contract, dated October 19, 1993, by and between Hawaii 
Electric Light Company and Puna Geothermal Venture incorporated by reference to Exhibit 
10.3.46 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.47 

 

Third Amendment to the Purchase Power Contract, dated March 7, 1995, by and between 
Hawaii Electric Light Company and Puna Geothermal Venture incorporated by reference to 
Exhibit 10.3.47 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.3.48 

 

Performance Agreement and Fourth Amendment to the Purchase Power Contract, dated 
February 12, 1996, by and between Hawaii Electric Light Company and Puna Geothermal 
Venture incorporated by reference to Exhibit 10.3.48 to Ormat Technologies, Inc. Registration 
Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities and 
Exchange Commission on September 28, 2004. 
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Exhibit No.  Document 
10.3.49 

 

Agreement to Design 69 KV Transmission Lines, a Substation at Pohoiki, Modifications to 
Substations at Puna and Kaumana, and a Temporary 34.5 Facility to Interconnect PGV's 
Geothermal Electric Plant with HELCO's System Grid (Phase II and III), dated June 7, 1990, by 
and between Hawaii Electric Light Company and Puna Geothermal Venture incorporated by 
reference to Exhibit 10.3.49 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 1 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
September 28, 2004. 

10.4 Leases incorporated by reference to Exhibit 10.4 to Ormat Technologies, Inc. Registration 



 

 
  

 
Statement on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
July 20, 2004. 

10.4.1 
 
Ormesa BLM Geothermal Resources Lease CA 966 incorporated by reference to Exhibit 10.4.1 
to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.2 
 
Ormesa BLM License for Electric Power Plant Site CA 24678 incorporated by reference to 
Exhibit 10.4.2 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.3 

 

Geothermal Resources Mining Lease, dated February 20, 1981, by and between the State of 
Hawaii, as Lessor, and Kapoho Land Partnership, as Lessee incorporated by reference to 
Exhibit 10.4.3 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.4 

 

Geothermal Lease Agreement, dated October 20, 1975, by and between Ruth Walker Cox and 
Betty M. Smith, as Lessor, and Gulf Oil Corporation, as Lessee incorporated by reference to 
Exhibit 10.4.4 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.5 

 

Geothermal Lease Agreement, dated August 1, 1976, by and between Southern Pacific Land 
Company, as Lessor, and Phillips Petroleum Company, as Lessee incorporated by reference to 
Exhibit 10.4.5 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.6 

 

Geothermal Resources Lease, dated November 18, 1983, by and between Sierra Pacific Power 
Company, as Lessor, and Geothermal Development Associates, as Lessee incorporated by 
reference to Exhibit 10.4.6 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 1 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
September 28, 2004. 

10.4.7 

 

Lease Agreement, dated November 1, 1969, by and between Chrisman B. Jackson and Sharon 
Jackson, husband and wife, as Lessor, and Standard Oil Company of California, as Lessee 
incorporated by reference to Exhibit 10.4.7 to Ormat Technologies, Inc. Registration Statement 
on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on July 20, 
2004. 

10.4.8 

 

Lease Agreement, dated September 22, 1976, by and between El Toro Land & Cattle Co., as 
Lessor, and Standard Oil Company of California, as Lessee incorporated by reference to 
Exhibit 10.4.8 to Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on July 20, 2004. 
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Exhibit No.  Document 
10.4.9 

 

Lease Agreement, dated February 17, 1977, by and between Joseph L. Holtz, as Lessor, and 
Chevron U.S.A. Inc., as Lessee incorporated by reference to Exhibit 10.4.9 to Ormat 
Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on July 20, 2004. 

10.4.10 

 

Lease Agreement, dated March 11, 1964, by and between John D. Jackson and Frances Jones 
Jackson, also known as Frances J. Jackson, husband and wife, as Lessor, and Standard Oil 
Company of California, as Lessee incorporated by reference to Exhibit 10.4.10 to Ormat 
Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on July 20, 2004. 

10.4.11 

 

Lease Agreement, dated February 16, 1964, by and between John D. Jackson, conservator for 
the estate of Aphia Jackson Wallan, as Lessor, and Standard Oil Company of California, as 
Lessee incorporated by reference to Exhibit 10.4.11 to Ormat Technologies, Inc. Registration 
Statement on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
July 20, 2004. 

10.4.12 

 

Lease Agreement, dated March 17, 1964, by and between Helen S. Fugate, a widow, as Lessor, 
and Standard Oil Company of California, as Lessee incorporated by reference to Exhibit 
10.4.12 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.13 Lease Agreement, dated February 16, 1964, by and between John D. Jackson and Frances J. 
Jackson, husband and wife, as Lessor, and Standard Oil Company of California, as Lessee 



 

 
  

 
incorporated by reference to Exhibit 10.4.13 to Ormat Technologies, Inc. Registration 
Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities and 
Exchange Commission on September 28, 2004. 

10.4.14 

 

Lease Agreement, dated February 20, 1964, by and between John A. Straub and Edith D. 
Straub, also known as John A. Straub and Edythe D. Straub, husband and wife, as Lessor, and 
Standard Oil Company of California, as Lessee incorporated by reference to Exhibit 10.4.14 to 
Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on July 20, 2004. 

10.4.15 

 

Lease Agreement, dated July 1, 1971, by and between Marie L. Gisler and Harry R. Gisler, as 
Lessor, and Standard Oil Company of California, as Lessee incorporated by reference to 
Exhibit 10.4.15 to Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on July 20, 2004. 

10.4.16 

 

Lease Agreement, dated February 28, 1964, by and between Gus Kurupas and Guadalupe 
Kurupas, husband and wife, as Lessor, and Standard Oil Company of California, as Lessee 
incorporated by reference to Exhibit 10.4.16 to Ormat Technologies, Inc. Registration 
Statement on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
July 20, 2004. 

10.4.17 

 

Lease Agreement, dated April 7, 1972, by and between Nowlin Partnership, as Lessor, and 
Standard Oil Company of California, as Lessee incorporated by reference to Exhibit 10.4.17 to 
Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on July 20, 2004. 
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Exhibit No.  Document 
10.4.18 

 

Geothermal Lease Agreement, dated July 18, 1979, by and between Charles K. Corfman, an 
unmarried man as his sole and separate property, and Lessor, and Union Oil Company of 
California, as Lessee incorporated by reference to Exhibit 10.4.18 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.4.19 

 

Lease Agreement, dated January 1, 1972, by and between Holly Oberly Thomson, also known 
as Holly F. Oberly Thomson, also known as Holly Felicia Thomson, as Lessor, and Union Oil 
Company of California, as Lessee incorporated by reference to Exhibit 10.4.19 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.20 

 

Lease Agreement, dated June 14, 1971, by and between Fitzhugh Lee Brewer, Jr., a married 
man as his separate property, Donna Hawk, a married woman as her separate property, and Ted 
Draper and Helen Draper, husband and wife, as Lessor, and Union Oil Company of California, 
as Lessee incorporated by reference to Exhibit 10.4.20 to Ormat Technologies, Inc. Registration 
Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities and 
Exchange Commission on September 28, 2004. 

10.4.21 

 

Lease Agreement, dated May 13, 1971, by and between Mathew J. La Brucherie and Jane E. La 
Brucherie, husband and wife, and Robert T. O'Dell and Phyllis M. O'Dell, husband and wife, as 
Lessor, and Union Oil Company of California, as Lessee incorporated by reference to Exhibit 
10.4.21 to Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) 
to the Securities and Exchange Commission on July 20, 2004. 

10.4.22 

 

Lease Agreement, dated June 2, 1971, by and between Dorothy Gisler, a widow, Joan C. Hill, 
and Jean C. Browning, as Lessor, and Union Oil Company of California, as Lessee 
incorporated by reference to Exhibit 10.4.22 to Ormat Technologies, Inc. Registration 
Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities and 
Exchange Commission on September 28, 2004. 

10.4.23 

 

Geothermal Lease Agreement, dated February 15, 1977, by and between Walter J. Holtz, as 
Lessor, and Magma Energy Inc., as Lessee incorporated by reference to Exhibit 10.4.23 to 
Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.24 

 
Geothermal Lease, dated August 31, 1983, by and between Magma Energy Inc., as Lessor, and 
Holt Geothermal Company, as Lessee incorporated by reference to Exhibit 10.4.24 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-



 

 
  

 

 
  

117527) to the Securities and Exchange Commission on September 28, 2004. 
10.4.25 

 

Unprotected Lease Agreement, dated July 15, 2004, by and between Ormat Industries Ltd. and 
Ormat Systems Ltd. incorporated by reference to Exhibit 10.4.25 to Ormat Technologies, Inc. 
Registration Statement on Form S-1 (File No. 333-117527) to the Securities and Exchange 
Commission on July 20, 2004. 
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Geothermal Resources Lease, dated June 27, 1988, by and between Bernice Guisti, Judith 
Harvey and Karen Thompson, Trustees and Beneficiaries of the Guisti Trust, as Lessor, and Far 
West Capital, Inc., as Lessee incorporated by reference to Exhibit 10.4.26 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.27 

 

Amendment to Geothermal Resources Lease, dated January, 1992, by and between Bernice 
Guisti, Judith Harvey and Karen Thompson, Trustees and Beneficiaries of the Guisti Trust, as 
Lessor, and Far West Capital, Inc., as Lessee incorporated by reference to Exhibit 10.4.27 to 
Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 
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Second Amendment to Geothermal Resources Lease, dated June 25, 1993, by and between 
Bernice Guisti, Judith Harvey and Karen Thompson, Trustees and Beneficiaries of the Guisti 
Trust, as Lessor, and Far West Capital, Inc. and its Assignee, Steamboat Development Corp., as 
Lessee incorporated by reference to Exhibit 10.4.28 to Ormat Technologies, Inc. Registration 
Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities and 
Exchange Commission on September 28, 2004. 
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Geothermal Resources Sublease, dated May 31, 1991, by and between Fleetwood Corporation, 
as Lessor, and Far West Capital, Inc., as Lessee incorporated by reference to Exhibit 10.4.29 to 
Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 
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KLP Lease and Agreement, dated March 1, 1981, by and between Kapoho Land Partnership, as 
Lessor, and Thermal Power Company, as Lessee incorporated by reference to Exhibit 10.4.30 
to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.31 

 

Amendment to KLP Lease and Agreement, dated July 9, 1990, by and between Kapoho Land 
Partnership, as Lessor, and Puna Geothermal Venture, as Lessee incorporated by reference to 
Exhibit 10.4.31 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.4.32 

 

Second Amendment to KLP Lease and Agreement, dated December 31, 1996, by and between 
Kapoho Land Partnership, as Lessor, and Puna Geothermal Venture, as Lessee incorporated by 
reference to Exhibit 10.4.32 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 1 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
September 28, 2004. 

10.4.33 

 

Participation Agreement, dated May 18, 2005, by and among Puna Geothermal Venture, SE 
Puna, L.L.C., Wilmington Trust Company, S.E. Puna Lease, L.L.C., AIG Annuity Insurance 
Company, American General Life Insurance Company, Allstate Life Insurance Company and 
Union Bank of California, filed herewith. 

10.4.34 
 
Project Lease Agreement, dated May 18, 2005, by and between SE Puna, L.L.C. and Puna 
Geothermal Venture, filed herewith. 
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Engineering, Procurement and Construction Contract, dated August 23, 2002, by and between 
Tuaropaki Power Company Limited and Ormat Pacific Inc incorporated by reference to Exhibit 
10.5.1 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.5.2 

 

Amendment No. 1, to Engineering, Procurement and Construction Contract, dated, 2003, by 
and between Tuaropaki Power Company Limited and Ormat Pacific Inc. incorporated by 
reference to Exhibit 10.5.2 to Ormat Technologies, Inc. Registration Statement on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on July 20, 2004. 

10.5.3 

 

Engineering, Procurement and Construction Contract, dated 2003, by and between Contact 
Energy Limited and Ormat Pacific Inc. incorporated by reference to Exhibit 10.5.3 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 1 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on September 28, 2004. 

10.5.4 

 

Patent License Agreement, dated July 15, 2004, by and between Ormat Industries Ltd. and 
Ormat Systems Ltd. incorporated by reference to Exhibit 10.5.4 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 1 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on September 28, 2004. 

10.5.5 

 

Form of Registration Rights Agreement by and between Ormat Technologies, Inc. and Ormat 
Industries Ltd. incorporated by reference to Exhibit 10.5.5 to Ormat Technologies, Inc. 
Registration Statement Amendment No. 2 on Form S-1 (File No. 333-117527) to the Securities 
and Exchange Commission on October 22, 2004. 

10.6.1 
 
Ormat Technologies, Inc. 2004 Incentive Compensation Plan incorporated by reference to 
Exhibit 10.6.1 to Ormat Technologies, Inc. Registration Statement Amendment No. 2 on Form 
S-1 (File No. 333-117527) to the Securities and Exchange Commission on October 22, 2004. 

10.6.2 
 
Form of Incentive Stock Option Agreement incorporated by reference to Exhibit 10.6.2 to 
Ormat Technologies, Inc. Registration Statement Amendment No. 2 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on October 22, 2004. 

10.6.3 
 
Form of Nonqualified Stock Option Agreement incorporated by reference to Exhibit 10.6.3 to 
Ormat Technologies, Inc. Registration Statement Amendment No. 2 on Form S-1 (File No. 
333-117527) to the Securities and Exchange Commission on October 22, 2004. 

10.7 
 
Form of Executive Employment Agreement of Lucien Bronicki incorporated by reference to 
Exhibit 10.7 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-
1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.8 
 
Form of Executive Employment Agreement of Yehudit Bronicki incorporated by reference to 
Exhibit 10.8 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-
1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 
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Form of Executive Employment Agreement of Yoram Bronicki incorporated by reference to 
Exhibit 10.9 to Ormat Technologies, Inc. Registration Statement Amendment No. 1 on Form S-
1 (File No. 333-117527) to the Securities and Exchange Commission on September 28, 2004. 

10.10.1 
 
Form of Executive Employment Agreement of Hezy Ram incorporated by reference to Exhibit 
10.10.1 to Ormat Technologies, Inc. Registration Statement Amendment No. 2 on Form S-1 
(File No. 333-117527) to the Securities and Exchange Commission on October 20, 2004 

10.10.2 

 

Amendment No. 1 to Form of Executive Employment Agreement of Hezy Ram incorporated by 
reference to Exhibit 10.10.2 to Ormat Technologies, Inc. Registration Statement Amendment 
No. 2 on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
October 20, 2004 

10.10.11 
 
Form of Indemnification Agreement incorporated by reference to Exhibit 10.11 to Ormat 
Technologies, Inc. Registration Statement Amendment No. 2 on Form S-1 (File No. 333-
117527) to the Securities and Exchange Commission on October 20, 2004 

31.1 
 
Certification of the Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted 
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, filed herewith. 

31.2 Certification of the Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted 



 

 
 
 
                                                                  EXECUTION COPY 
 
--------------------------------------------------- ----------------------------- 
 
                             PARTICIPATION AGREEMEN T 
 
                            Dated as of May 18, 200 5 
 
                                      among 
 
                            PUNA GEOTHERMAL VENTURE , 
                                   as Lessee, 
 
                                SE PUNA, L.L.C., 
                                as Owner Lessor, 
 
                            WILMINGTON TRUST COMPAN Y, 
                           in its individual capaci ty, 
 
                             SE PUNA LEASE, L.L.C.,  
 
                               as Equity Investor, 
 
              AIG ANNUITY INSURANCE COMPANY, AMERIC AN GENERAL LIFE 
              INSURANCE COMPANY and ALLSTATE LIFE I NSURANCE COMPANY 
 
                                 as Noteholders 
 
                                       and 
 
                         UNION BANK OF CALIFORNIA, N.A., 
                   not in its individual capacity, but solely 
                              as Indenture Trustee 
 
                       PUNA GEOTHERMAL GENERATION P ROJECT 
 
--------------------------------------------------- ----------------------------- 
 
 
 

 pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, filed herewith. 
32.1 

 
Certification of the Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted 
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, filed herewith. 

32.2 
 
Certification of the Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted 
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, filed herewith. 

99.1 
 
Material terms with respect to BLM geothermal resources leases incorporated by reference to 
Exhibit 99.1 to Ormat Technologies, Inc. Registration Statement Amendment No. 2 on Form S-
1 (File No. 333-117527) to the Securities and Exchange Commission on October 20, 2004. 

99.2 
 
Material terms with respect to BLM site leases incorporated by reference to Exhibit 99.2 to 
Ormat Technologies, Inc. Registration Statement on Form S-1 (File No. 333-117527) to the 
Securities and Exchange Commission on July 20, 2004. 

99.3 

 

Material terms with respect to agreements addressing renewable energy pricing and payment 
issues incorporated by reference to Exhibit 99.3 to Ormat Technologies, Inc. Registration 
Statement on Form S-1 (File No. 333-117527) to the Securities and Exchange Commission on 
July 20, 2004. 
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                             PARTICIPATION AGREEMEN T 
 
          This PARTICIPATION AGREEMENT, dated as of  May 18, 2005 (this 
"Participation Agreement" or this "Agreement"), is among (i) Puna Geothermal 
Venture, a Hawaii general partnership (the "Lessee" ), (ii) SE Puna, L.L.C., a 
Delaware limited liability company (the "Owner Less or"), (iii) Wilmington Trust 
Company, a banking corporation organized and existi ng under the laws of the 
State of Delaware, in its individual capacity (the "Trust Company"), (iv) SE 
Puna Lease, L.L.C., a Delaware limited liability co mpany (the "Equity 
Investor"), (v) AIG Annuity Insurance Company, Amer ican General Life Insurance 
Company and Allstate Life Insurance Company (each a  "Noteholder" and, 
collectively, the "Noteholders") and (vi) Union Ban k of California, N.A., not in 
its individual capacity, but solely as trustee unde r the Indenture (the 
"Indenture Trustee"). 
 
                                   WITNESSETH: 
 
          WHEREAS, KLDC is the owner in fee simple of the Project Site, subject 
to the rights of the State of Hawaii in the Geother mal Resource, and KLDC leased 
the Project Site to KLP pursuant to the Master Surf ace Lease; 
 
          WHEREAS, the State of Hawaii leased the r ight to develop the 
Geothermal Resource to KLP pursuant to the Master R esource Lease; 
 
          WHEREAS, KLP subleased the Project Site t o the Lessee pursuant to the 
Power Plant Sublease and granted certain easements relating to the Project Site 
to the Lessee pursuant to the Delivery System Grant  of Easements; 
 
          WHEREAS, KLP subleased the right to devel op the Geothermal Resource to 
the Lessee pursuant to the Resource Sublease; 
 
          WHEREAS, the Lessee is the owner of the P roject located on the Project 
Site; 
 
          WHEREAS, the Lessee desires to (i) transf er all right, title and 
interest (other than legal title) in its interest i n the Project to the Owner 
Lessor pursuant to the Head Lease, (ii) sublease th e Project Site to the Owner 
Lessor for the term of the Head Lease pursuant to t he Sublease of Power Plant 
Sublease and the Sub-Grant of Delivery System Grant  of Easements, (iii) sublease 
its rights to develop the Geothermal Resource to th e Owner Lessor pursuant to 
the Sublease of Resource Sublease, (iv) assign as s ecurity the Lessee's interest 
in certain Project Documents to the Owner Lessor pu rsuant to the Lessee Security 
Agreement, (v) assign as security the Lessee's righ t, title and interest in 
 
 
 
and to the Project Site and certain third party con sents related thereto to the 
Owner Lessor pursuant to certain Security Documents , (vi) lease the Project from 
the Owner Lessor pursuant to the Project Lease, (vi i) sublease the Project Site 
from the Owner Lessor for the term of the Project L ease pursuant to the 
Sub-Sublease of the Power Plant Sublease and the Su b-Sub-Grant of Delivery 



System Grant of Easements and (viii) sub-sublease t he rights of the Owner Lessor 
to develop the Geothermal Resource from the Owner L essor pursuant to the 
Sub-Sublease of Resource Sublease; 
 
          WHEREAS, the Owner Lessor desires to (i) accept the transfer of all 
right, title and interest (other than legal title) in the Lessee's interest in 
the Project from the Lessee pursuant to the Head Le ase, (ii) sublease the 
Project Site from the Lessee for the term of the He ad Lease pursuant to the 
Sublease of Power Plant Sublease and the Sub-Grant of Delivery System Grant of 
Easements, (iii) sublease the Lessee's rights to de velop the Geothermal Resource 
from the Lessee pursuant to the Sublease of Resourc e Sublease, (iv) receive a 
security interest in the Lessee's right, title and interest in certain Project 
Documents from the Lessee pursuant to the Lessee Se curity Agreement, (v) receive 
a security interest in the Lessee's right, title an d interest in and to the 
Project Site and receive certain third party consen ts related thereto pursuant 
to certain Security Documents, (vi) lease the Proje ct to the Lessee pursuant to 
the Project Lease, (vii) sub-sublease the Project S ite to the Lessee for the 
term of the Project Lease pursuant to the Sub-Suble ase of the Power Plant 
Sublease and the Sub-Sub-Grant of Delivery System G rant of Easements and (viii) 
sub-sublease its rights to develop the Geothermal R esource to the Lessee 
pursuant to the Sub-Sublease of Resource Sublease; 
 
          WHEREAS, concurrently with the execution and delivery of this 
Participation Agreement, the Pledgor has entered in to the Lessee Partners 
Interest Pledge Agreement and the Lessee Partners h ave entered into the PGV 
Interests Pledge Agreement each in favor of the Own er Lessor to secure the 
obligations of the Lessee under the Operative Docum ents; 
 
          WHEREAS, concurrently with the execution and delivery of this 
Participation Agreement, the Equity Investor has en tered into the LLC Agreement 
with the Trust Company, pursuant to which the Owner  Lessor has been created and 
is authorized to, among other things and subject to  the terms and conditions 
thereof and hereof, lease the Project from the Less ee for the Head Lease Term 
pursuant to the Head Lease, sublease the Project Si te from the Lessee for the 
Head Lease Term pursuant to the Sublease of the Pow er Plant Sublease and the 
Sub-Grant of Delivery System Grant of Easements, ta ke a security interest in the 
Lessee's right, title and interest in certain Proje ct Documents pursuant to the 
Lessee Security Agreement, take a security interest  in the Lessee's right, title 
and interest in and to the Project Site and certain , third party consents 
related thereto pursuant to certain Security Docume nts, lease the Project to the 
Lessee for the Project Lease Term pursuant to the P roject Lease and sub-sublease 
the 
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Project Site to the Lessee for the Project Lease Te rm pursuant to the 
Sub-Sublease of the Power Plant Sublease and the Su b-Sub-Grant of Delivery 
System Grant of Easements; 
 
          WHEREAS, in order to obtain a portion of the funds necessary to pay 
the Head Lease Rent pursuant to the Head Lease, the  Owner Lessor desires to 
issue and sell to the Noteholders on the Closing Da te Senior Notes pursuant to 
the Indenture and secure its obligations thereunder  by assigning to the 
Indenture Trustee, among other things, its interest s in the Project, the Project 
Site, the Geothermal Resource and the Project Docum ents and certain of the 
Operative Documents executed in connection therewit h, all in accordance with the 
terms and conditions of the Operative Documents; 
 
          WHEREAS, subject to the terms and conditi ons hereof, the Noteholders 
are willing to purchase the relevant Senior Notes f rom the Owner Lessor on the 
Closing Date; 
 
          WHEREAS, concurrently with the execution and delivery of the Head 



Lease and the Project Lease, the Lessee, the Owner Lessor, the Equity Investor 
and the Indenture Trustee will enter into the Depos itary Agreement with the 
Depositary Bank, pursuant to which certain Accounts  will be created, and the 
Lessee will deposit into the Senior Rent Reserve Ac count and the Junior Rent 
Reserve Account, the amounts required pursuant to S ection 4 of the Depository 
Agreement; and 
 
          WHEREAS, the parties hereto desire to mak e certain deposits on the 
Closing Date in accordance with the terms of the De positary Agreement; and 
 
          WHEREAS, the parties hereto desire to con summate the transactions 
contemplated hereby and by the other Operative Docu ments. 
 
          NOW, THEREFORE, in consideration of the p remises, the mutual 
agreements herein contained and other good and valu able consideration, the 
receipt and sufficiency of which are hereby acknowl edged, the parties hereto 
agree as follows: 
 
SECTION 1. DEFINITIONS; INTERPRETATION OF THIS PART ICIPATION AGREEMENT 
 
          The capitalized terms used in this Partic ipation Agreement, including 
the foregoing recitals, and not otherwise defined h erein shall have the 
respective meanings specified in Appendix A hereto.  The general provisions of 
Appendix A shall apply to this Participation Agreem ent. 
 
SECTION 2. PARTICIPATION; CLOSING DATE; TRANSACTION  COSTS 
 
     Section 2.1. Agreement to Participate. 
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          Subject to the terms and conditions of th is Agreement, and in reliance 
on the agreements, representations and warranties m ade herein, the parties agree 
to participate in the Transaction as described in t his Section 2.1 on the 
Closing Date as follows: 
 
               (a) the Equity Investor agrees to pr ovide funds to the Owner 
Lessor in an amount sufficient to (i) fund the Equi ty Investment and (ii) pay 
the Transaction Costs that the Owner Lessor is resp onsible to pay pursuant to 
Section 2.4 hereof (together, the "Equity Investor' s Commitment"); 
 
               (b) the Lessee agrees to (i) lease i ts interest in the Project to 
the Owner Lessor pursuant to the Head Lease, (ii) s ublease the Project Site to 
the Owner Lessor for the term of the Head Lease pur suant to the Sublease of 
Power Plant Sublease and the Sub-Grant of Delivery System Grant of Easements, 
(iii) assign as security the Lessee's right, title and interest in certain 
Project Documents to the Owner Lessor pursuant to t he Lessee Security Agreement 
(iv) assign as security the Lessee's right, title a nd interest in and to the 
Project Site to the Owner Lessor pursuant to certai n Security Documents and (u) 
sublease to the Owner Lessor certain interests with  respect to the Geothermal 
Resource which has been leased to the Lessee pursua nt to the Resource Sublease, 
such sublease to be made pursuant to the Sublease o f Resource Sublease; the 
Owner Lessor agrees to (v) lease the Lessee's inter est in the Project from the 
Lessee pursuant to the Head Lease, (w) sublease the  Project Site from the Lessee 
for the term of the Head Lease pursuant to the Subl ease of Power Plant Sublease 
and the Sub-Grant of Delivery System Grant of Easem ents, (x) receive a security 
interest in the Lessee's right, title and interest in certain Project Documents 
from the Lessee pursuant to the Lessee Security Agr eement (y) accept an 
assignment as security for the Lessee's right, titl e and interest in and to the 
Project Site pursuant to certain Security Documents  and (z) sublease the 
Lessee's interest in the Geothermal Resource from t he Lessee pursuant to the 
Sublease of Resource Sublease; 
 



               (c) the Owner Lessor agrees to (i) l ease the Project to the 
Lessee pursuant to the Project Lease, (ii) sub-subl ease the Project Site to the 
Lessee for the term of the Project Lease pursuant t o the Sub-Sublease of Power 
Plant Sublease and Sub-Sub-Grant of Delivery System  Grant of Easements and (iii) 
sub-sublease its interest in the Geothermal Resourc e to the Lessee pursuant to 
the Sub-Sublease of Resource Sublease; the Lessee a grees to (x) lease the 
Project from the Owner Lessor pursuant to the Proje ct Lease, (y) sub-sublease 
the Project Site from the Owner Lessor for the term  of the Project Lease 
pursuant to the Sub-Sublease of the Power Plant Sub lease and the Sub-Sub-Grant 
of Delivery System Grant of Easements and (z) suble ase the Owner Lessor's 
interest in the Geothermal Resource from the Owner Lessor pursuant to the 
Sub-Sublease of Resource Sublease; 
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               (d) the Indenture Trustee agrees to enter into and act as the 
trustee under the Indenture pursuant to which the S enior Notes will be issued; 
 
               (e) the Owner Lessor agrees to (i) e nter into the Indenture, (ii) 
issue the Senior Notes pursuant to the Indenture, a nd (iii) grant to the 
Indenture Trustee liens and security interests in t he Project, the Project Site, 
the Project Document Interest and certain of the Op erative Documents executed in 
connection therewith (including the Lessee Partners  Interest Pledge Agreement 
and the PGV Interests Pledge Agreement) to secure i ts obligations thereunder; 
 
               (f) the Initial Noteholders agree to  purchase the Senior Notes, 
issued pursuant to the Indenture for a purchase pri ce, in the case of each 
Noteholder, not to exceed such Noteholder's Commitm ent; 
 
               (g) the Lessee, the Owner Lessor, th e Equity Investor and the 
Indenture Trustee agree to enter into the Depositar y Agreement with the 
Depositary Bank, pursuant to which, among other thi ngs, the Lessee will create a 
security interest in favor of the Owner Lessor in t he Accounts created thereby, 
and the Owner Lessor will assign its rights in resp ect of certain Accounts to 
the Indenture Trustee; 
 
               (h) the Owner Lessor agrees to use t he funds received from the 
Equity Investor and the Noteholders pursuant to cla uses (a)(i) and (f), 
respectively, of this Section 2.1 to (i) pay the He ad Lease Rent, (ii) make the 
deposits on the Closing Date as set forth in the De positary Agreement; 
 
               (i) the Equity Investor and the Less ee agree to enter into the 
Tax Indemnity Agreement; 
 
               (j) the Owner Lessor agrees to pay a ll Transaction Costs payable 
by it pursuant to Section 2.4 hereof; 
 
               (k) the Lessee agrees to deposit int o the Senior Rent Reserve 
Account and the Junior Rent Reserve Account, the am ounts required pursuant to 
Section 4 of the Depositary Agreement; and 
 
               (l) the parties agree to enter into the agreements referred to 
above and the other Operative Documents in form and  substance satisfactory to 
the Participants. 
 
     Section 2.2. Closing Date; Procedure for Parti cipation. 
 
               (a) Closing Date. The closing of the  Transaction (the "Closing") 
shall take place commencing at 10:00 a.m., New York  City time, on the Scheduled 
Closing Date, or such other date as the Lessee shal l specify pursuant to Section 
2.3(a) (the 
 
 



                                        5 
 
 
 
"Closing Date"). The Closing shall take place at th e offices of Chadbourne & 
Parke LLP in New York, NY. 
 
               (b) Procedures for Funding. Unless t he Closing Date shall have 
been postponed pursuant to Section 2.3(a), subject to the terms and conditions 
of this Participation Agreement, the Equity Investo r shall make the Equity 
Investor's Commitment available not later than 10:0 0 a.m., New York City time, 
on the Closing Date, by transferring or delivering such amount, in funds 
immediately available on such Closing Date, to the Trust Company. 
 
               (c) Expiration of Commitments. The o bligation of the Equity 
Investor to make its Equity Investment and the obli gations of the Initial 
Noteholders to purchase Senior Notes shall expire a t 11:59 p.m., New York City 
time, on May 31, 2005. If the Closing Date has not occurred on or before May 31, 
2005, the Transaction Parties shall have no obligat ion to consummate the 
Transaction and, except as provided in Sections 2.3 , 2.4, 9.1 and 9.2, and in 
any funding indemnity letter between the Lessee and  the Initial Noteholders, all 
obligations of the Transaction Parties shall cease and terminate. 
 
     Section 2.3. Postponement of Closing; Investme nt of Funds. 
 
               (a) Postponement of the Closing. The  Closing may be postponed 
from time to time to a date no later than May 31, 2 005 for any reason if the 
Lessee gives the Equity Investor, the Owner Lessor,  the Indenture Trustee and 
the Initial Noteholders a facsimile or telephonic ( confirmed in writing) notice 
of such postponement and notice of the date to whic h the Closing has been 
postponed, and such notice of postponement shall, f or purposes of Section 
2.3(b), be deemed to be received by the Equity Inve stor prior to making the 
Equity Investor's Commitment available if it is rec eived by the Equity Investor 
on or before 10:00 a.m., New York City time, on the  date the Closing was 
scheduled to occur. If the Equity Investor shall ha ve provided funds in 
accordance with Section 2.2(b) and the Closing is p ostponed, such funds shall be 
returned to the Equity Investor, as soon as reasona bly practicable but in no 
event later than the Business Day following the dat e of such notice, unless the 
Equity Investor shall have otherwise directed. All funds made available pursuant 
to Section 2.2(b) will be held by the Trust Company  in trust for the Equity 
Investor and shall not be part of the Indenture Est ate or the Lessor Estate, and 
such funds shall remain the sole property of the Eq uity Investor unless and 
until (i) released by the Equity Investor and made available to the Owner Lessor 
and applied by the Owner Lessor to pay the Head Lea se Rent or the Transaction 
Costs related to the Closing, or (ii) returned to t he Equity Investor, as 
provided in this Section 2.3(a). 
 
               (b) Investment of Funds. If the Equi ty Investor has made the 
Equity Investor's Commitment available to the Trust  Company in accordance with 
Section 
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2.2(b) prior to receipt of a postponement notice un der Section 2.3(a), the 
Closing does not occur on the date such funds were required to be deposited, and 
the Trust Company is unable to return such funds to  the Equity Investor on such 
date, the Trust Company shall, subject to Section 2 .3(a) above, use reasonable 
efforts to invest such funds from time to time at t he written direction of the 
Lessee and at the Lessee's sole expense and risk, i n Permitted Investments until 
such funds can be returned to the Equity Investor. If on the date the Equity 
Investor's Commitment was required to be deposited,  the Equity Investor has made 
the Equity Investor's Commitment available to the T rust Company in accordance 
with Section 2.2(b), the Closing does not occur on such date, and the Trust 



Company has not returned such funds to the Equity I nvestor on or before 1:00 
p.m., New York City time, on such date, then the Le ssee shall reimburse the 
Equity Investor for loss of the use of such funds a t the Applicable Rate for 
each day, from and including the day that such fund s were made available to the 
Trust Company by the Equity Investor to, but exclud ing, the earlier of (i) the 
day that such funds have been returned to the Equit y Investor pursuant to 
Section 2.3(a) (funds received by the Equity Invest or after 1:00 p.m., New York 
City time, on any day shall be deemed to be returne d on the next succeeding 
Business Day) and (ii) the Closing Date. Subject to  payment for the account of 
the Equity Investor of any reimbursement for loss o f use of funds due to it at 
the Applicable Rate, any net gain realized on the i nvestment of such funds 
(including interest) shall be paid to the Lessee by  the Trust Company on the 
earlier of (i) the date such funds are returned to the Equity Investor pursuant 
to Section 2.3(a) and (ii) the Closing Date. The Tr ust Company shall not be 
liable for any interest on or loss resulting from s uch investments and, if such 
funds are made available to the Owner Lessor and ut ilized to pay the Head Lease 
Rent or Transaction Costs on the Closing Date, the Lessee shall reimburse the 
Trust Company for any net loss realized on the inve stment of such funds. If such 
funds are not so utilized, the Lessee shall, in add ition to its obligation to 
reimburse the Equity Investor for loss of use as pr ovided above, reimburse the 
Equity Investor on the date such funds are returned  to the Equity Investor for 
any net loss realized on the investment of such fun ds. In order to obtain funds 
for payment of the Head Lease Rent or Transaction C osts or to return funds made 
available to the Owner Lessor by the Equity Investo r, the Trust Company is 
authorized to sell any investments or obligations p urchased as aforesaid. 
 
     Section 2.4. Transaction Costs. If the Transac tion is consummated, 
Transaction Costs substantiated or otherwise suppor ted in reasonable detail 
shall be paid by the Owner Lessor (with funds provi ded by the Equity Investor); 
provided, however, that the Owner Lessor's obligati on to pay such Transaction 
Costs shall not exceed $2,500,000 and the Lessee sh all pay all Transaction Costs 
in excess of $2,500,000. If the transaction is cons ummated, all other fees, 
costs and expenses not constituting Transaction Cos ts but incurred by the 
Lessee, the Owner Lessor and the Equity Investor on  or prior to the Closing Date 
shall be for such party's respective account. If th e transaction is not 
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consummated, the Lessee shall pay all Transaction C osts in accordance with any 
applicable fee letters or other agreements regardin g fees. 
 
SECTION 3. REPRESENTATIONS AND WARRANTIES 
 
     Section 3.1. Representations and Warranties of  the Lessee. The Lessee 
represents and warrants that, as of the date hereof : 
 
               (a) Due Organization; Conduct of Bus iness, Etc. It is a general 
partnership duly formed, validly existing, and in g ood standing under the laws 
of the State of Hawaii, is duly licensed or qualifi ed and in good standing in 
each jurisdiction where the character of its proper ties or nature of its 
activities makes such qualification necessary and h as the partnership power and 
authority to (i) own or hold under lease the proper ty it purports to own or hold 
under lease, (ii) carry on its business as now bein g conducted and as presently 
proposed to be conducted and (iii) enter into and p erform its obligations under 
each of the Operative Documents to which it is or w ill be a party. The Lessee 
Partners are the only partners of the Lessee. It is  engaged solely in the 
business of electricity generation and sales, the l easing, operation, 
electricity sales, maintenance and financing of the  Project, and the leasing 
and/or financing of facilities, equipment or any ot her assets related thereto. 
 
               (b) Due Authorization; Enforceabilit y, Etc. This Agreement and 
each of the other Operative Documents to which the Lessee is or will be a party 
have been or, when executed and delivered, will be duly authorized, executed and 



delivered by all necessary action by the Lessee and , assuming the due 
authorization, execution and delivery by and enforc eability against each other 
party thereto, this Agreement constitutes and, when  executed and delivered, the 
other Operative Documents to which the Lessee is or  will be a party will 
constitute, the legal, valid and binding obligation s of the Lessee, enforceable 
against it in accordance with their respective term s, except as the same may be 
limited by bankruptcy, insolvency, fraudulent conve yance, reorganization, 
arrangement, moratorium or other laws relating to o r affecting the rights of 
creditors generally and by general principles of eq uity. None of the Project 
Documents to which the Lessee is a party have been amended or modified, except 
as described in the respective definitions thereof.  
 
               (c) Non-Contravention. The execution , delivery and performance by 
the Lessee of this Agreement and each of the other Operative Documents to which 
it is or will be a party and the consummation by th e Lessee of the transactions 
contemplated hereby and thereby, do not and will no t (i) contravene any 
Applicable Law binding on the Lessee or its propert y, (ii) contravene any of the 
Lessee's organizational documents, (iii) require an y action, consent or approval 
by any trustee or holder of Indebtedness of the Les see or the Lessee Partners or 
any Affiliate of such Person or under any other con tract, 
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agreement or instrument to which the Lessee is a pa rty or by which the Lessee or 
any of its property is bound or (iv) constitute a v iolation of or a default by 
the Lessee under, or result in the creation of any Lien upon the property of the 
Lessee (other than as permitted pursuant to any Ope rative Document) under, any 
indenture, mortgage or other contract, agreement or  instrument to which the 
Lessee is a party or by which the Lessee or any of its property is bound 
provided that if any such contravention or violatio n exists, such contravention 
or violation would not result in one or more Claims  against or being incurred by 
the Lessee or against or in respect of the Project which when added to all other 
Total Aggregate Claims, would result in Total Aggre gate Claims in excess of 
$1,500,000. 
 
               (d)  Governmental Approvals; Governm ental Actions. 
 
                    (i) All Governmental Approvals which are required to be 
     obtained as of the Closing Date by or on behal f of the Lessee in connection 
     with (A) the acquisition, construction, operat ion and maintenance of the 
     Project, (B) the performance by the Lessee or the Owner Lessor of the 
     Operative Documents or (C) the leasing of the Project have been duly 
     obtained or made, were validly issued and are in full force and effect and 
     are not subject to any appeal or other judicia l review. Except as set forth 
     in the Environmental Report, the Lessee is in compliance with all 
     Governmental Approvals required to be obtained  as of the Closing Date. 
 
                    (ii) No authorization, determin ation or approval or other 
     action by, and no notice to or filing or regis tration with, any 
     Governmental Entity or under any Applicable La w is required for the due 
     execution or delivery by the Lessee of the Ope rative Documents to which the 
     Lessee is or will be a party. 
 
               (e) Project Documents. Each of the P roject Documents is in full 
force and effect, and no default or breach exists u nder any Project Document 
that permits the Lessee or, to the Lessee's Actual Knowledge, any other party 
thereto, to terminate such Project Document or susp end its performance 
thereunder or excuses such non-breaching party from  any failure to perform 
thereunder. 
 
               (f) Litigation. There is no pending or, to the Actual Knowledge 
of the Lessee, threatened, arbitration, action, sui t or proceeding against the 
Lessee, or to the Actual Knowledge of the Lessee, n o pending or threatened 



action, suit or proceeding against the Project or a ny party to a Project 
Document which, if adversely determined, would rend er this Participation 
Agreement or any of the other Operative Documents i neffective or invalid or 
would result in one or more Claims against or being  incurred by the Lessee or 
against or in respect of the Project which when add ed to all other Total 
Aggregate Claims, would result in Total Aggregate C laims in excess of 
$1,500,000. 
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               (g) Chief Executive Office and Princ ipal Place of Business of 
Lessee and Location of the Project, Records, Etc. 
 
                    (i) The chief executive office of the Lessee is located at 
     c/o Ormat Nevada Inc., 980 Greg Street, Sparks , Nevada 89431. The Lessee is 
     a registered Hawaiian general partnership that  is "located" (as such term 
     is used in Section 9-307 of the Hawaiian UCC) in the State of Hawaii. 
 
                    (ii) The Project is located on and surrounded by the Project 
     Site in Puna on the island of Hawaii and is ac cessible by public road. 
 
               (h)  Title; Liens. 
 
                    (i) The Lessee has (A) valid le gal title to the Project, 
     free and clear of all Liens other than Permitt ed Liens, described in 
     clauses (a) through (c) of the definition ther eof and (B) a valid leasehold 
     interest in and to the Project Site, free and clear of all Liens, other 
     than, Permitted Liens described in clauses (a)  through (c) and (j) of the 
     definition thereof and, in the case of both cl auses (A) and (B) above, any 
     liens set forth in Schedule 3.1(h)(i) hereto a nd Permitted Encumbrances. 
 
                    (ii) Upon execution and deliver y of the Financing Documents 
     and recording or filing (as appropriate) of th e documents and instruments 
     referred to in Schedule 3.1(h)(ii) in accordan ce with Section 4, (A) all 
     right, title and interest (other than legal ti tle) to the Project will be 
     duly, validly and effectively conveyed and tra nsferred to the Owner Lessor, 
     free and clear of all Liens other than Permitt ed Liens described in clauses 
     (a) through (c) of the definition thereof, (B)  a valid leasehold interest 
     in the Project Site will be duly, validly and effectively leased or 
     conveyed, as applicable, to the Owner Lessor u pon the terms and conditions 
     in the Sublease of Power Plant Sublease and th e Sub-Grant of Delivery 
     System Grant of Easement, free and clear of al l Liens, other than Permitted 
     Liens described in clauses (a) through (c) and  (j) of the definition 
     thereof and (C) the Owner Lessor will be the s ublessee of the Lessee's 
     interest in the Resource Sublease after giving  effect to the Sublease of 
     Lessee's Interest in the Resource Sublease, an d, in the case of clauses 
     (A), (B) and (C) above, subject to any liens s et forth in Schedule 
     3.1(h)(i) hereto and Permitted Encumbrances. 
 
                    (iii) When duly authorized, exe cuted and delivered by each 
     of the parties thereto, the Indenture will cre ate a valid Lien in favor of 
     the Indenture Trustee in the Indenture Estate and no filing, recording, 
     registration or notice with any federal or sta te Governmental Entity will 
     be necessary to establish or, except for such filings and recordings as 
     will be made pursuant to Section 4(r), to perf ect, 
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     or give record notice of, the Lien in favor of  the Indenture Trustee in the 
     Indenture Estate to the extent such Lien may b e perfected by filings or 



     recordings. 
 
                    (iv) When duly authorized, exec uted and delivered by each of 
     the parties thereto, the Lessee Security Agree ment will create a valid Lien 
     in favor of the Owner Lessor in the Security A greement Collateral (as 
     defined in the Lessee Security Agreement) and no filing, recording, 
     registration, or notice with any federal or st ate Governmental Entity will 
     be necessary to establish or, except for such filings and recordings as 
     will be made pursuant to Section 4(r), to perf ect, or give record notice 
     of, the Lien in favor of the Owner Lessor in t he Security Agreement 
     Collateral (as defined in the Lessee Security Agreement) to the extent that 
     such Lien may be perfected by filings or recor dings. 
 
                    (v) When duly authorized, execu ted and delivered by each of 
     the parties thereto, the Lessee Partners Inter est Pledge Agreement and the 
     PGV Interests Pledge Agreement will create val id Liens in favor of the 
     Owner Lessor in the ownership interests covere d thereby and no filing, 
     recording, registration, or notice with any fe deral or state Governmental 
     Entity will be necessary to establish or, exce pt for such filings and 
     recordings as will be made pursuant to Section  4(r), to perfect, or give 
     record notice of, the Liens in favor of the Ow ner Lessor in such ownership 
     interests to the extent that such Liens may be  perfected by filings or 
     recordings. 
 
                    (vi) When duly authorized, exec uted and delivered by each of 
     the parties thereto, the Depositary Agreement will create a valid Lien in 
     the Accounts in favor of the Owner Lessor and,  in turn, in favor of the 
     Indenture Trustee, and no filing, recording, r egistration, or notice with 
     any federal or state Governmental Entity will be necessary to establish or, 
     except for such filings and recordings as will  be made pursuant to Section 
     4(r), to perfect, or give record notice of, th e Lien in favor of the Owner 
     Lessor and, in turn, in favor of the Indenture  Trustee in the Accounts, to 
     the extent that such Lien may be perfected by filings or recordings. 
 
                    (vii) None of the Permitted Lie ns (excluding any Owner 
     Lessor's Liens, Equity Investor's Liens or oth er Permitted Liens relating 
     to the Indenture Trustee) will adversely inter fere with the ownership, use, 
     operation or possession of the Project or the Project Site or the use or 
     exercise by the Owner Lessor of its rights und er the Project Lease, the 
     Sublease of Power Plant Sublease, the Sub-Gran t of Delivery System Grant of 
     Easements, the Lessee Partners Interest Pledge  Agreement, the PGV Interests 
     Pledge Agreement, the Sublease of Resource Sub lease or the Lessee Security 
     Agreement. 
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                    (viii) The Lessee has made all payments required to be made 
     by it under the Project Documents; and no land lord Lien has been filed, and 
     no claim is being asserted, with respect to an y such payments. 
 
               (i) Regulation. The use by the Lesse e of the Head Lease Rent will 
not violate or result in a violation of Section 7 o f the Exchange Act, or any 
regulations issued pursuant thereto, including Regu lations T, U and X of the 
regulations of the Board of Governors of the Federa l Reserve System. 
 
               (j)  Utility Representations 
 
                    (i) Holding Company. The Lessee  is not a "public-utility 
     company" or a "holding company", or an "affili ate" of a "holding company" 
     or of a "public-utility company", or a "subsid iary company" of a "holding 
     company", within the meaning of PUHCA nor is L essee subject to regulation 
     under PUHCA. 
 



                    (ii) The Lessee is not a "publi c utility" or a "transmission 
     utility" under the Federal Power Act. 
 
                    (iii) Status. The Lessee is an EWG (as defined in PUHCA). As 
     such, the Lessee is not, nor will any of the O wner Lessor, the Equity 
     Investor, the Indenture Trustee or the Notehol ders be, solely as a result 
     of its or their execution, delivery or perform ance of this Agreement or the 
     other Operative Documents or the transactions contemplated thereby (other 
     than with respect to the exercise of any remed ies thereunder that would 
     result in direct ownership or control of the P roject by any of the Owner 
     Lessor, the Equity Investor, the Indenture Tru stee or the Noteholders, 
     rather than ownership or control of the Lessee  by any of these entities), 
     be subject to regulation as a "public-utility company", a "holding company" 
     or a "subsidiary company" or an "affiliate" of  any of the foregoing, under 
     PUHCA. 
 
                    (iv) The Project is either (A) a qualifying, small power 
     production facility under Subchapter 2 of the Hawaii Public Utilities 
     Commission's Standards for Small Power Product ion and Cogeneration in the 
     State of Hawaii, Chapter 74 of Title 6 of the State of Hawaii's 
     Administrative Rules or (B) a "non-fossil fuel  producer" within the meaning 
     of Section 269-27.2, Hawaii Revised Statutes. 
 
                    (v) Public Utility. The Lessee is not, nor will any of the 
     Owner Lessor, the Equity Investor, the Indentu re Trustee or the Noteholders 
     be, solely as a result of the execution, deliv ery or performance of this 
     Agreement or the other Operative Documents by any of them or the 
     transactions contemplated thereby, so 
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     long as such Person does not operate the Proje ct and is not otherwise 
     engaged in the business of producing, selling or transmitting electric 
     power, subject to regulation: (i) respecting t he rates of electric 
     utilities or material financial and organizati onal regulation of electric 
     utilities under the Applicable Law of the Stat e of Hawaii or (ii) otherwise 
     as an electric or other regulated utility, how ever denominated, under the 
     Applicable Law of the United States of America , including for the avoidance 
     of doubt the Federal Power Act, or the State o f Hawaii. 
 
               (k) Investment Company Act. The Less ee is not an "investment 
company" as defined in the Investment Company Act o f 1940 and the rules and 
regulations of the SEC promulgated thereunder. 
 
               (l) Securities Act. Neither the Less ee or any Affiliate thereof 
nor anyone authorized by the Lessee or any Affiliat e thereof has directly or 
indirectly offered or sold any interest in the Proj ect, the Member Interest, the 
Senior Notes or any part thereof, or in any similar  security or lease, or in any 
security or lease the offering of which for the pur poses of the Securities Act 
would be deemed to be part of the same offering as the offering of the Member 
Interest or the Senior Notes or any part thereof or  solicited any offer to 
acquire any of the same in violation of the registr ation requirements of Section 
5 of the Securities Act. Neither the Lessee, any Af filiate thereof, nor any 
agent, advisor or representative thereof, has engag ed in general advertising or 
general solicitation (as such terms are used in Rul e 502(c) of Regulation D of 
the Securities Act) with respect to the Senior Note s. 
 
               (m) Environmental Matters. 
 
                    (i) Except as disclosed in the Environmental Report, (A) the 
     Lessee has not used, handled, generated, store d or Released any Hazardous 
     Materials in a manner that could reasonably be  expected to subject the 
     Indenture Trustee, the Owner Lessor, the Equit y Investor, any Noteholder or 



     the Lessee to liability under any Environmenta l Law; (B) there are no 
     Hazardous Materials used, stored, present or R eleased at or on the Project 
     or the Project Site, other than in compliance with Environmental Law; and 
     (C) there is no pending action, proceeding, in vestigation or inquiry by any 
     Person with respect to or asserting liability for the presence or Release 
     of Hazardous Materials in, on, from or to the Project or the Project Site, 
     or at any other location for which the Lessee could reasonably be liable, 
     provided that if such liability exists, such l iability would not result in 
     one or more Claims against or being incurred b y the Lessee or against or in 
     respect of the Project which when added to all  other Total Aggregate 
     Claims, would result in Total Aggregate Claims  in excess of $1,500,000. 
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                    (ii) Except as disclosed in the  Environmental Report, the 
     Lessee is complying with, and since June 3, 20 04 has complied with, and the 
     Project has been constructed and is being oper ated in compliance with, all 
     Environmental Laws, provided that if such fail ure to so comply exists, such 
     failure would not result in one or more Claims  against or being incurred by 
     the Lessee or against or in respect of the Pro ject which when added to all 
     other Total Aggregate Claims, would result in Total Aggregate Claims in 
     excess of $1,500,000, and there is no pending action, proceeding or, to the 
     Lessee's Actual Knowledge, investigation or in quiry by any Person with 
     respect to asserting liability for a violation  of or noncompliance with any 
     Environmental Laws, and there are no capital e xpenditures currently 
     required under applicable Environmental Laws i n order to maintain such 
     compliance, provided that, in each case, if su ch a Claim exists, such Claim 
     when combined with any Claims against or being  incurred by the Lessee or 
     against or in respect of the Project which whe n added to all other Total 
     Aggregate Claims, would not result in Total Ag gregate Claims in excess of 
     $1,500,000. 
 
                    (iii) Except as disclosed in th e Environmental Report, to 
     the Lessee's Actual Knowledge, there is not an d has not been any 
     Environmental Condition (A) at, on, under or f rom the Project or the 
     Project Site or (B) resulting from or arising in connection with the 
     operation of the Project, or any other circums tances, actions, activities 
     or events that could reasonably be expected to  (x) result in any danger of 
     foreclosure, sale, forfeiture or loss of, or i mposition of a Lien on, the 
     Project or Project Site, (y) result in the imp airment of the ownership, 
     construction, operation, use, leasing or maint enance of the Project or the 
     Project Site, or (z) reasonably form the basis  of any liability under an 
     Environmental Law to the Lessee, or any liabil ity (civil or criminal) to 
     the Indenture Trustee, the Equity Investor, th e Owner Lessor or any 
     Noteholder, provided that if any such lien, im pairment or liability exists, 
     they would not result in one or more Claims ag ainst or being incurred by 
     the Lessee or against or in respect of the Pro ject which when added to all 
     other Total Aggregate Claims, would result in Total Aggregate Claims in 
     excess of $1,500,000. 
 
                    (iv) Except as disclosed in the  Environmental Report, no 
     Governmental Approvals are required under Envi ronmental Laws to own, 
     construct, operate, use, lease or maintain the  Project in accordance with 
     the Operative Documents. All Governmental Appr ovals necessary to operate 
     the Project have been obtained and are in full  force and effect and none of 
     such Governmental Approvals are subject to any  appeal, or any other 
     judicial review and the Lessee is in complianc e with the provisions of all 
     such Governmental Approvals, which involve any  danger of impairment of the 
     use, operation or maintenance of the Project o r the Project Site in any 
     respect, including the 
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     rescission, termination or modification of any  such Governmental Approvals, 
     provided that if such a failure to obtain, mai ntain the effectiveness of, 
     or comply with such Governmental Approvals exi sts, such failure is not 
     reasonably likely to result in one or more Cla ims against or being incurred 
     by the Lessee or against or in respect of the Project which when added to 
     all other Total Aggregate Claims, would result  in Total Aggregate Claims in 
     excess of $1,500,000. 
 
               (n) Applicable Law. The Lessee is in  compliance with all 
Applicable Laws (excluding Environmental Laws which  is covered in Section 3.1(m) 
hereunder) relating to the operation, maintenance, use or ownership of the 
Project, except where noncompliance is not reasonab ly likely to result in one or 
more Claims against or being incurred by the Lessee  or against or in respect of 
the Project which when added to all other Total Agg regate Claims, would result 
in Total Aggregate Claims in excess of $1,500,000. 
 
               (o) ERISA. Assuming the correctness of the representations of the 
Equity Investor in Section 3.4(g) and of the Noteho lders in Section 3.5(d), the 
Transaction will not constitute a "prohibited trans action" within the meaning of 
Section 406 of ERISA or Section 4975(c)(1) of the C ode, and will not involve any 
transaction in connection with which a penalty coul d be imposed under Section 
502(i) of ERISA or a tax could be imposed pursuant to Section 4975 of the Code. 
 
               (p) No Lease Event of Default; No Ev ent of Loss. No Lease Default 
or Lease Event of Default has occurred or will occu r upon or as a consequence of 
the execution and delivery of the Operative Documen ts. No Event of Loss has 
occurred or will occur upon the execution and deliv ery of the Operative 
Documents. 
 
               (q) Property Rights, Utilities, Etc;  Sufficiency and Delivery of 
Project Documents. 
 
                    (i) All utility services necess ary for the use and operation 
     of the Project at the levels of performance co ntemplated by the Operative 
     Documents for the period from the date hereof through the term of the 
     Project Lease (it being understood that such l evel shall be up to 30 MW 
     unless the Owner Lessor has purchased the Expa nsion Project) (including 
     electrical, water and sewage services and faci lities) are available to the 
     Project pursuant to the Project Documents or o therwise on commercially 
     reasonable terms. 
 
                    (ii) The services to be perform ed, the materials to be 
     supplied and the property interests, easements  and other rights granted 
     pursuant to the Project Documents or otherwise  publicly available on 
     commercially reasonable terms comprise all of the services, materials and 
     property interests required for the 
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     acquisition, development, installation, comple tion, operation and 
     maintenance of the Project (including access t o, and transmission of 
     electricity from, the Project Site) in accorda nce with Applicable Laws and 
     the Project Documents. 
 
               (r) Eminent Domain. There is no acti on pending or, to the 
Lessee's Actual Knowledge, threatened by a Governme ntal Entity or other Person 
to initiate a taking or use of the Project or the P roject Site through 
condemnation, seizure, requisition of title, power of eminent domain or 
otherwise, which is reasonably likely to have an ad verse effect on the value 
(current and residual), utility or useful life of t he Project or would prevent 



or interfere with the use or operation of the Proje ct, provided that if such 
interference exists, it would not result in one or more Claims against or being 
incurred by the Lessee or against or in respect of the Project which when added 
to all other Total Aggregate Claims, would result i n Total Aggregate Claims in 
excess of $1,500,000. 
 
               (s) Permitted Encumbrances. There ar e no violations of or 
proceedings or actions pending or, to the Lessee's Actual Knowledge, threatened 
with respect to any easements, reciprocal easement agreements, declarations, 
development agreements or recorded restrictions or covenants which (i) would 
result in one or more Claims against or being incur red by the Lessee or against 
or in respect of the Project which when added to al l other Total Aggregate 
Claims, would result in Total Aggregate Claims in e xcess of $1,500,000 or (ii) 
enjoin or prevent (A) the use, occupancy or operati on of the Project or the 
Project Site for the purposes contemplated by the O perative Documents or (B) the 
performance by the Lessee of its obligations under this Agreement or any other 
Operative Document the failure of which performance  would result in one or more 
Claims against or being incurred by the Lessee or a gainst or in respect of the 
Project which when added to all other Total Aggrega te Claims, would result in 
Total Aggregate Claims in excess of $1,500,000. 
 
               (t) Power Purchase Agreements; Trans mission Agreements. Except 
for the Power Purchase Agreement and the Transmissi on Agreements, there are no 
contracts or agreements to which Lessee is a party providing for the sale of the 
energy produced by the Project. 
 
               (u) Geothermal Resource. Except for the Resource Sublease, the 
Resource Sublease Partial Assignment, the Sublease of Resource Sublease and the 
Sub-Sublease of Resource Sublease, there are no con tracts or agreements to which 
Lessee is a party providing for the sale or transfe r of the Geothermal Resource. 
 
               (v) Financial Statements; Accuracy o f Information; Projections. 
 
                    (i) The unaudited financial sta tements of the Lessee dated 
     as of December 31, 2004 for the period startin g on June 3, 2004 and ending 
     on 
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     December 31, 2004 and the unaudited pro forma balance sheet of the Lessee 
     as of the quarter ended not more than sixty (6 0) days prior to the Closing 
     Date and, in each case, delivered to the Parti cipants pursuant to Section 
     4(cc), are the most recent financial statement s prepared by the Lessee 
     prior to the execution and delivery of this Pa rticipation Agreement, and 
     are true and correct, and fairly present the f inancial condition, results 
     of operations and changes in cash flows of the  Lessee on such date and for 
     such period then ended, in conformity with GAA P applied on a consistent 
     basis (subject to normal year-end audit adjust ments). Except as have been 
     disclosed in writing by the Lessee to the Part icipants, there are no 
     liabilities, direct or contingent, which have accrued since the date of 
     such financial statements or such subsequent d isclosure, except for any 
     liability that, if disclosed to any Participan t, as the case may be, would 
     not be likely to adversely affect the decision  of such Participant to enter 
     into the Transaction. Since the date of such f inancial statements, there 
     has been no change in the financial condition of the Lessee which has 
     resulted in a reduction of the tangible net wo rth of the Lessee in an 
     amount of $500,000 or more, taking into accoun t all changes previously 
     disclosed to the Participants. 
 
                    (ii) All factual information (o ther than projections or 
     other "forward-looking" statements) provided b y or on behalf of the Lessee 
     to the Participants was true and correct, as o f the date delivered or as of 
     the specific date of any particular items of i nformation, and such 



     information did not, and as of the date hereof , does not omit to state any 
     fact necessary to make the statements containe d in the information 
     providing not misleading in a way which would be likely to adversely affect 
     the decision of such Participant to enter into  the Transaction. Any 
     historical factual information used in making such projections and other 
     "forward-looking" statements is, to the Lessee 's Actual Knowledge, true and 
     accurate in all material respects. The Annual Operating Budget for 2005 and 
     the Projections delivered pursuant to Sections  4(h) and (o) herein (i) are 
     based on reasonable assumptions as to all lega l and factual matters 
     material to the estimates set forth therein an d (ii) have been prepared in 
     good faith and with due care, it being underst ood that the Projections were 
     prepared on the assumption that the Well Impro vements are included in the 
     Project. To the Lessee's Actual Knowledge, any  such information provided 
     with respect to any party to a Project Documen t (other than the Power 
     Purchaser) does not, as of the date delivered,  omit to state any fact, 
     except for any fact that, if true or if disclo sed to any Participant, as 
     the case may be, would not be likely to advers ely affect the decision of 
     such Participant to enter into the Transaction . 
 
               (w) No Fees. Neither the Lessee nor any Person authorized or 
employed by the Lessee as agent or otherwise has ta ken any action the effect of 
which would be to cause any Participant to be liabl e for any brokers', finders', 
agents' or 
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advisors' fees or commissions or costs of any natur e or kind claimed by or on 
behalf of brokers, finders, agents or advisors in r espect of the transactions 
contemplated by the Operative Documents. 
 
               (x) Adequate Rights. 
 
                    (i) Subject to the Owner Lessor 's obtaining any necessary 
     Governmental Approvals and fulfilling all appl icable requirements under the 
     Project Documents, it is the good faith belief  of the Lessee as of the 
     Closing Date that the rights and interest to b e made available to the Owner 
     Lessor pursuant to the Operative Documents per mit, or will permit at such 
     time, during the period commencing on the expi ration or termination of the 
     Project Lease Term and ending on the expiratio n of the Head Lease Term (A) 
     the location, occupation, interconnection, mai ntenance and repair of the 
     Project, (B) the use, operation and possession  of the Project in accordance 
     with the Projections, (C) appropriate ingress to and egress from the 
     Project and the Project Site for any reasonabl e purpose in connection with 
     the exercise of rights under the Operative Doc uments and (D) the 
     transmission of electricity from the Project s ubstantially in the manner 
     currently transmitted as of the Closing Date; provided, however, that this 
     representation is based solely upon the facts as they exist on the Closing 
     Date and Applicable Laws in effect on the Clos ing Date and existing market 
     conditions, and no representation, projection or other statement is being 
     made in this paragraph with respect to any cha nge in law or regulations 
     including Environmental Laws (whether or not p roposed or contemplated), any 
     change in market conditions, any other change in facts or circumstances 
     after the Closing Date; or any modification, i mprovement or change to the 
     Project or the Project Site after the expirati on of the Project Lease Term. 
 
                    (ii) There are no subleases, re ntal agreements or other 
     agreements conferring on any Person other than  the Lessee the right to use 
     or occupy all or any portion of the Project or  the Project Site except 
     those, if any, reflected in the Title Policies  or permitted or arising 
     pursuant to the Operative Documents. 
 
               (y) Qualification to do Business. Th e qualification of the Owner 
Lessor, the Equity Investor, the Trust Company, the  Indenture Trustee or any 
Noteholder to do business under the laws of the Sta te of Hawaii or any political 



subdivision thereof is not required solely as a con sequence of the execution and 
delivery of the Operative Documents, the making of the Equity Investment or the 
Loans or, prior to expiration or termination of the  Project Lease, the 
performance by the Owner Lessor, the Equity Investo r, the Trust Company, the 
Indenture Trustee or the Noteholders of this Agreem ent or any other Operative 
Document to which it is or will be a party; provide d that no 
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representation is made as to the necessity for qual ification in connection with 
the exercise by any such party of any remedy under the Operative Documents or 
prior to exercising any rights or remedies in a Haw aii court of competent 
jurisdiction. 
 
               (z) ERISA and Employees. The Lessee does not sponsor, maintain, 
administer, contribute to, participate in, or have any obligation to contribute 
to or any liability under, any employee benefit pla n within the meaning of 
Section 3(3) of ERISA nor since the date which is s ix years immediately 
preceding the Closing Date has Lessee established, sponsored, maintained, 
administered, contributed to, participated in, had any obligation to contribute 
to or liability under, any such plan. The Lessee do es not have, nor is the 
Lessee reasonably expected to have, any liability i n respect to any defined 
benefit pension plan of any ERISA Affiliate that is  subject to Title IV of 
ERISA. 
 
               (aa) Priority. Other than Permitted Liens described in clauses 
(a) through (c) of the definition thereof, the Less ee has not pledged, assigned, 
sold, granted a security interest in, or otherwise conveyed any of the 
Collateral under the Lessee Security Agreement. The  Lessee has not authorized 
the filing of and is not aware of any financing sta tements against the Lessee 
that include a description of collateral covering t he Collateral under the 
Lessee Security Agreement other than any financing statement relating to 
Permitted Liens described in clauses (a) through (c ) of the definition thereof. 
Other than Permitted Liens, the Lessee is not aware  of any judgment or tax liens 
against the Lessee. 
 
               (bb) Insurance. All insurance requir ed under Section 11 of the 
Project Lease or any Operative Document is in full force and effect. 
 
               (cc) Pledge of the Accounts. Other t han the security interest 
granted to the Owner Lessor and, until the Lien of the Indenture has been 
discharged, collaterally assigned to the Indenture Trustee pursuant to the 
Depositary Agreement, the Lessee has not pledged, a ssigned, sold, granted a 
security interest in, or otherwise conveyed any of the Accounts. 
 
               (dd) Taxes. All Taxes, if any, due a nd payable on or before the 
Closing Date in connection with the execution, deli very, recording and filing of 
this Agreement or any other Operative Document or a ny other document or 
instrument contemplated hereby or thereby, have bee n duly paid in full by, or on 
behalf of, the Lessee. 
 
               (ee) Access; Egress. Access to and e gress from the Project and 
the Project Site are available and provided by publ ic and/or private roads fully 
accessible by Lessee. To the Lessee's Actual Knowle dge, there are no plans of 
any Governmental Entity to change the highway or ro ad system in the vicinity of 
the Project or Project Site, 
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or to restrict or change access from any such highw ay or road to the Project or 



Project Site, in either case, in any manner that wo uld be likely to adversely 
affect the decision of a Participant to enter into the Transaction. 
 
               (ff) Notices. To the Lessee's Actual  Knowledge, there are no 
outstanding written notices from any Governmental E ntity or by any insurance 
company which currently issues any insurance to the  Lessee or by any board of 
fire underwriters or other body exercising similar functions that any repairs or 
work or capital improvements are required to be don e at or with respect to the 
Project or the Project Site provided that if such r epairs or other work or 
improvements referred to in such notices are requir ed they would not result in 
one or Claims against or being incurred by the Less ee or against or in respect 
of the Project, which when added to all other Total  Aggregate Claims, would 
result in Total Aggregate Claims in excess of $1,50 0,000. 
 
               (gg) Business, Debt, Contracts, Etc.  The Lessee is not a party to 
or bound by any contract other than (a) the Operati ve Documents to which it is a 
party, and the Puna Geothermal Venture partnership agreement and (b) any other 
contract to which it is a party that, if disclosed to the Participants, would 
not be likely to affect the decision of a Participa nt to enter into the 
Transaction. 
 
               (hh) Intellectual Property. To the L essee's Actual Knowledge, the 
Lessee owns, possesses or can acquire on reasonable  terms, adequate trademarks, 
trade names and other rights to inventions, know-ho w, patents, copyrights, 
confidential information and other intellectual pro perty necessary to operate 
the Project as contemplated by the Project Lease, a nd have not received any 
notice of infringement of or conflict with asserted  rights of others with 
respect to any such intellectual property rights pr ovided that if such a failure 
exists, it would not result in one or more Claims a gainst or being incurred by 
the Lessee or against or in respect of the Project which when added to all other 
Total Aggregate Claims, would result in Total Aggre gate Claims in excess of 
$1,500,000. 
 
               (ii) No Fraudulent Conveyance. Lesse e is consummating the 
transactions contemplated hereby, including transfe r of certain assets and 
properties to the Owner Lessor, in good faith and w ithout any intent to defraud 
creditors of Lessee or subsequent purchasers. 
 
               (jj) Abandonment. The Lessee has not  abandoned the Project. 
 
               (kk) Bank Balances. As of the Closin g Date, the aggregate balance 
for the bank accounts identified on Schedule 5.22 h ereto is at least $500,000 
and such balance is sufficient to pay all Operating  Costs which are or may 
become due and 
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payable prior to the first Monthly Determination Da te (as defined in the 
Depositary Agreement) following the Closing Date. 
 
     Section 3.2. Representations and Warranties of  the Owner Lessor. The Owner 
Lessor represents and warrants that, as of the date  hereof: 
 
               (a) Due Organization. The Owner Less or is a duly organized and 
validly existing limited liability company under th e laws of the State of 
Delaware of which the Equity Investor is the sole m ember, and has the power and 
authority to enter into and perform its obligations  under this Agreement and 
each of the other Operative Documents to which it i s or will be a party. 
 
               (b) Due Authorization; Enforceabilit y; Etc. 
 
                    (i) (A) This Agreement and each  of the other Operative 
     Documents (other than the Senior Notes) to whi ch the Owner Lessor is or 



     will be a party have been or when executed and  delivered will be duly 
     authorized, executed and delivered by the Owne r Lessor, and (B) assuming 
     the due authorization, execution and delivery by and enforceability against 
     each party hereto other than the Owner Lessor,  this Agreement constitutes 
     and when executed and delivered each of the ot her Operative Documents 
     (other than the Senior Notes) to which it is o r will be a party will 
     constitute the legal, valid and binding obliga tions of the Owner Lessor, 
     enforceable against the Owner Lessor in accord ance with its terms, except 
     as the same may be limited by bankruptcy, inso lvency, fraudulent 
     conveyance, reorganization, arrangement, morat orium or other laws relating 
     to or affecting the rights of creditors genera lly and by general principles 
     of equity. 
 
                    (ii) Upon the execution of the Senior Notes by the Owner 
     Lessor and authentication thereof by the Inden ture Trustee in accordance 
     with the Indenture and delivery of such Senior  Notes against payment 
     therefor, the Senior Notes will constitute leg al, valid and binding 
     obligations of the Owner Lessor, enforceable a gainst the Owner Lessor in 
     accordance with their respective terms, except  as the same may be limited 
     by bankruptcy, insolvency, fraudulent conveyan ce, reorganization, 
     arrangement, moratorium or other laws relating  to or affecting the rights 
     of creditors generally and by general principl es of equity. 
 
               (c) Non-Contravention. The execution , delivery and performance by 
the Owner Lessor of this Agreement and the other Op erative Documents to which it 
is or will be a party, and the consummation by the Owner Lessor of the 
transactions contemplated hereby and thereby, do no t and will not contravene (A) 
any Applicable Law binding on the Owner Lessor or i ts property, (B) the LLC 
Agreement or the Owner 
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Lessor's other organizational documents, or (C) the  provisions of, or constitute 
a default by the Owner Lessor under, or result in t he creation of any Owner 
Lessor's Lien under any indenture, mortgage or othe r material contract, 
agreement or instrument to which the Owner Lessor i s a party or by which the 
Owner Lessor or any of its property is bound. 
 
               (d) Governmental Actions. Assuming t he representations and 
warranties of the Lessee contained in clauses (d), (i), (j), (k), (1), (m), (n), 
(o), and (z) of Section 3.1 are true, no authorizat ion, determination or 
approval or other action by, and no notice to or fi ling or registration with, 
any Governmental Entity is required for the due exe cution, delivery or 
performance by, or the validity or enforceability a s against, the Owner Lessor 
of the LLC Agreement, this Agreement or any of the other Operative Documents to 
which the Owner Lessor is or will be a party, other  than any such authorization 
or approval or other action or notice or filing as has been duly obtained, taken 
or given. 
 
               (e) Litigation. There is no pending or, to the Actual Knowledge 
of the Owner Lessor, threatened action, suit, inves tigation, arbitration or 
proceeding against the Owner Lessor before any Gove rnmental Entity that (i) 
questions the validity of the Operative Documents o r (ii) would, if determined 
adversely to it, materially adversely affect the ab ility of the Owner Lessor to 
perform its obligations under the LLC Agreement, th is Agreement or any of the 
other Operative Documents to which it is or will be  a party or would materially 
adversely affect the Project, the Project Site or a ny interest therein or part 
thereof or the Lien of the Indenture on the Indentu re Estate. 
 
               (f) Liens. The Indenture Estate is f ree of any Owner Lessor's 
Liens created by or through Owner Lessor or any of its Affiliates (other than 
the Equity Investor). 
 



               (g) Investment Company Act. The Owne r Lessor is not an 
"investment company" as defined in the Investment C ompany Act of 1940 and the 
rules and regulations of the SEC promulgated thereu nder. 
 
               (h) Securities Act. Neither the Owne r Lessor nor anyone 
authorized by it has directly or indirectly offered  or sold any interest in the 
Member Interest, the Senior Notes or any part there of, or in any similar 
security or lease, or in any security or lease the offering of which for the 
purposes of the Securities Act would be deemed to b e part of the same offering 
as the offering of the Member Interest, the Senior Notes or any part thereof or 
solicited any offer to acquire any of the same in v iolation of the registration 
requirements of Section 5 of the Securities Act; it  being understood for 
purposes of this clause (h) that neither the Adviso r to the Lessee nor the 
Noteholders have acted or are acting on behalf of t he Owner Lessor in connection 
with the Senior Notes, the Member Interest, or othe rwise. 
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     Section 3.3. Representations and Warranties of  the Trust Company. The Trust 
Company hereby represents and warrants that, as of the date hereof: 
 
               (a) Due Incorporation; Etc. The Trus t Company is a banking 
corporation duly organized, validly existing and in  good standing under the laws 
of the State of Delaware, and has the corporate pow er and authority to enter 
into and perform its obligations under the LLC Agre ement and this Agreement. 
 
               (b) Due Authorization; Enforceabilit y; Etc. 
 
                    (i) (A) The LLC Agreement has b een duly authorized, executed 
     and delivered by the Trust Company and (B) ass uming the due authorization, 
     execution and delivery by and the enforceabili ty against the Equity 
     Investor, the LLC Agreement constitutes the le gal, valid and binding 
     obligation of the Trust Company, enforceable a gainst it in its capacity as 
     Owner Manager, in accordance with its terms, e xcept as the same may be 
     limited by bankruptcy, insolvency, fraudulent conveyance, reorganization, 
     arrangement, moratorium or other laws relating  to or affecting the rights 
     of creditors generally and by general principl es of equity. 
 
                    (ii) (A) This Agreement has bee n duly authorized, executed 
     and delivered by the Trust Company, and (B) as suming the due authorization, 
     execution and delivery by and the enforceabili ty against each party hereto 
     other than the Trust Company, this Agreement c onstitutes a legal, valid and 
     binding obligation of the Trust Company, enfor ceable against the Trust 
     Company in accordance with its terms, except a s the same may be limited by 
     bankruptcy, insolvency, fraudulent conveyance,  reorganization, arrangement, 
     moratorium or other laws relating to or affect ing the rights of creditors 
     generally and by general principles of equity.  
 
               (c) Execution. Each of the Operative  Documents to which the Trust 
Company is or will be a party has been or when exec uted and delivered will be 
duly authorized, executed and delivered by the Trus t Company. 
 
               (d) Non-Contravention. The execution  and delivery by the Trust 
Company of the LLC Agreement and this Agreement do not and will not contravene 
(i) (A) any Applicable Law of the State of Delaware  governing the Trust Company 
or any United States federal law governing the bank ing or trust powers of the 
Trust Company, (B) the LLC Agreement or (C) its org anizational documents or 
bylaws, or (ii) the provisions of, or constitute a default by the Trust Company 
under, or result in the creation of any Owner Lesso r's Lien created by or 
through the Trust Company or any of its Affiliates under, any indenture, 
mortgage or other contract, agreement or instrument  to 
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which the Trust Company is a party or by which the Trust Company or its property 
is bound. 
 
               (e) Governmental Actions. No authori zation, determination or 
approval or other action by, and no notice to or fi ling or registration with, 
any Governmental Entity is required for the due exe cution, delivery or 
performance by the Trust Company of the LLC Agreeme nt or this Agreement, other 
than any such authorization or approval or other ac tion or notice or filing as 
has been duly obtained, taken or given. 
 
               (f) Litigation. There is no pending or, to the Actual Knowledge 
of the Trust Company, threatened action, suit, inve stigation, arbitration or 
proceeding against the Trust Company before any Gov ernmental Entity that (i) 
questions the validity of the Operative Documents, or (ii) would, if determined 
adversely to it, materially, adversely affect the a bility of the Trust Company 
to perform its obligations under the LLC Agreement or this Agreement or would 
adversely affect the Project, the Project Site or a ny interest therein or part 
thereof or the security interest of the Indenture T rustee in the Indenture 
Estate. 
 
               (g) Liens. The Indenture Estate is f ree of any Owner Lessor's 
Liens created by or through the Trust Company or an y of its Affiliates. 
 
     Section 3.4. Representations and Warranties of  the Equity Investor. The 
Equity Investor represents and warrants that, as of  the date hereof: 
 
               (a) Due Organization. The Equity Inv estor is a corporation duly 
organized, validly existing and in good standing un der the laws of the State of 
Delaware and has the power and authority to enter i nto and perform its 
obligations under each Operative Document to which it is a party (the "Equity 
Investor Agreements"). 
 
               (b) Due Authorization; Enforceabilit y; Etc. Each of the Equity 
Investor Agreements has been or when executed and d elivered will be duly 
authorized, executed and delivered by the Equity In vestor and, assuming the due 
authorization, execution and delivery by and enforc eability against each other 
party thereto, each such Equity Investor Agreement constitutes or when executed 
and delivered will constitute the legal, valid and binding obligations of the 
Equity Investor, enforceable against the Equity Inv estor in accordance with its 
respective terms, except as the same may be limited  by bankruptcy, insolvency, 
fraudulent conveyance, reorganization, arrangement,  moratorium or other laws 
relating to or affecting the rights of creditors ge nerally and by general 
principles of equity. 
 
 
                                       24 
 
 
 
               (c) Non-Contravention. The execution , delivery and performance by 
the Equity Investor of each of the Equity Investor Agreements, and the 
consummation by the Equity Investor of the transact ions contemplated thereby, do 
not and will not (i) contravene (A) any Applicable Law binding on the Equity 
Investor or its property, or (B) any of its organiz ational documents, or (ii) 
constitute a violation of or a default under, any i ndenture, mortgage or other 
material contract, agreement or instrument to which  the Equity Investor is a 
party or by which the Equity Investor or its proper ty is bound (it being 
understood that, other than its representations set  forth in Section 3.4(g), no 
representation or warranty is being made relating t o ERISA or Section 4975 of 
the Code) which, in any case, individually or in th e aggregate, is reasonably 
likely to have a material adverse effect upon the E quity Investor or the Equity 
Investor's ability to perform its obligations under  the Operative Documents, or 



result in the creation of any Equity Investor's Lie n. 
 
               (d) Governmental Action. No authoriz ation, determination or 
approval or other action by, and no notice to or fi ling or registration with, 
any Governmental Entity is required for the due exe cution, delivery or 
performance by the Equity Investor of any of the Eq uity Investor Agreements 
other than any authorization or approval or other a ction or notice or filing as 
has been duly obtained, taken or given (it being un derstood that no 
representation or warranty is being made as to any Applicable Laws relating to 
the Project or the Project Site). 
 
               (e) Litigation. There is no pending or, to the Actual Knowledge 
of the Equity Investor, threatened action, suit, in vestigation, arbitration or 
proceeding against the Equity Investor before any G overnmental Entity that (i) 
questions the validity of the Operative Documents, or (ii) would, if determined 
adversely to it, materially, adversely affect the E quity Investor's ability to 
perform its obligations under any of the Equity Inv estor Agreements or would 
adversely affect the Project or the Project Site or  any interest therein or part 
thereof or the Lien of the Indenture Trustee in the  Indenture Estate. 
 
               (f) Liens. The Indenture Estate is f ree of any Equity Investor's 
Liens. 
 
               (g) ERISA. No part of the funds to b e used by the Equity Investor 
to make or hold its investment pursuant to this Agr eement, directly or 
indirectly, constitutes or is deemed to constitute assets (within the meaning of 
ERISA and any applicable rules, regulations and cou rt decisions thereunder) of 
any Plan. 
 
               (h) Acquisition for Investment. The Equity Investor is purchasing 
the Member Interest to be acquired by it for its ow n account with no present 
intention of distributing such Member Interest or a ny part thereof in any manner 
that would require registration under the Securitie s Act, but without prejudice, 
however, to the right of the Equity Investor at all  times to sell or otherwise 
dispose of all or any part of such Member 
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Interest in accordance with the Operative Documents  and under an exemption from 
registration available under such Securities Act. 
 
               (i) Securities Act. Neither the Equi ty Investor nor anyone 
authorized by it has directly or indirectly offered  or sold any interest in the 
Member Interest, the Senior Notes or any part there of, or in any similar 
security or lease, or in any security or lease the offering of which for the 
purposes of the Securities Act would be deemed to b e part of the same offering 
as the offering of the Member Interest, the Senior Notes or any part thereof or 
solicited any offer to acquire any of the same in v iolation of the registration 
requirements of Section 5 of the Securities Act; it  being understood for 
purposes of this clause (i) that neither the Adviso r to the Lessee nor the Debt 
Placement Agent nor the Noteholders have acted or a re acting on behalf of the 
Equity Investor in connection with the Senior Notes , the Member Interest, or 
otherwise. 
 
     Section 3.5. Representations and Warranties of  the Noteholders. Each 
Initial Noteholder hereby severally represents and warrants that as of the date 
hereof: 
 
               (a) Purchase for Investment. Such No teholder is purchasing the 
Senior Notes for its own account for investment pur poses and not with a view to 
resale or distribution thereof in contravention of the requirements of the 
Securities Act or the securities laws of any State of the United States or any 
other applicable jurisdiction, but without prejudic e, however, to the right of 



the Noteholder at all times to sell or otherwise di spose of such Senior Notes in 
accordance with the Operative Documents and under a n exemption from registration 
available under such Securities Act. 
 
               (b) Registration. Such Noteholder ac knowledges that the Senior 
Notes have not been registered under the Securities  Act or the securities laws 
of any State of the United States or any other appl icable jurisdiction, and may 
not be offered, sold, pledged or otherwise transfer red, except as set forth in 
Section 2.8 of the Indenture. 
 
               (c) Securities Laws. (A) Such Noteho lder is an institutional 
"accredited investor" within the meaning of Rule 50 1(a)(1), (2), (3) or (7) of 
Regulation D under the Securities Act (an "IAI"), h as sufficient knowledge, 
sophistication and experience in financial and busi ness matters to be capable of 
evaluating the merits and risks of the purchase of the Senior Notes and is able 
and prepared to bear the economic risk of investing  in and holding the Senior 
Notes and is presently able to afford a complete lo ss of such investment and (B) 
such purchase of the Senior Notes is either for its  own account, or for the 
account of one or more IAIs as to each of which it exercises sole investment 
discretion with authority to bind each such other I AI, and not with a view to 
any public resale or distribution thereof. 
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               (d) Source of Funds. Each Initial No teholder severally represents 
that at least one of the following statements is an  accurate representation as 
to each source of funds (a "Source") to be used by such Initial Noteholder to 
pay the purchase price of the Senior Notes to be pu rchased by such Initial 
Noteholder hereunder: 
 
                    (i) the Source is an "insurance  company general account" (as 
          the term is defined in the United States Department of Labor's 
          Prohibited Transaction Exemption ("PTE") 95-60) in respect of which 
          the reserves and liabilities (as defined by the annual statement for 
          life insurance companies approved by the National Association of 
          Insurance Commissioners (the "NAIC Annual  Statement")) for the general 
          account contract(s) held by or on behalf of any employee benefit plan 
          together with the amount of the reserves and liabilities for the 
          general account contract(s) held by or on  behalf of any other employee 
          benefit plans maintained by the same empl oyer (or affiliate thereof as 
          defined in PTE 95-60) or by the same empl oyee organization in the 
          general account do not exceed 10% of the total reserves and 
          liabilities of the general account (exclu sive of separate account 
          liabilities) plus surplus as set forth in  the NAIC Annual Statement 
          filed with such Noteholder's state of dom icile; or 
 
                    (ii) the Source is a separate a ccount that is maintained 
          solely in connection with such Initial No teholder's fixed contractual 
          obligations under which the amounts payab le, or credited, to any 
          employee benefit plan (or its related tru st) that has any interest in 
          such separate account (or to any particip ant or beneficiary of such 
          plan (including any annuitant)) are not a ffected in any manner by the 
          investment performance of the separate ac count; or 
 
                    (iii) the Source is either (x) an insurance company pooled 
          separate account, within the meaning of P TE 90-1 or (y) a bank 
          collective investment fund, within the me aning of the PTE 91-38 and, 
          except as disclosed by such Initial Noteh older to the Lessee and the 
          Equity Investor in writing, at least five  (5) days prior to the date 
          of purchase, pursuant to this clause (iii ), no employee benefit plan 
          or group of plans maintained by the same employer or employee 
          organization beneficially owns more than 10% of all assets allocated 
          to such pooled separate account or collec tive investment fund; or 



 
                    (iv) the Source constitutes ass ets of an "investment fund" 
          (within the meaning of Part V of PTE 84-1 4 (the "QPAM Exemption")) 
          managed by a "qualified professional asse t manager" or "QPAM" (within 
          the meaning of Part V of the QPAM Exempti on), no employee benefit 
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          plan's assets that are included in such i nvestment fund, when combined 
          with the assets of all other employee ben efit plans established or 
          maintained by the same employer or by an affiliate (within the meaning 
          of Section V(c)(1) of the QPAM Exemption)  of such employer or by the 
          same employee organization and managed by  such QPAM, exceed 20% of the 
          total client assets managed by such QPAM,  the conditions of Part I(c) 
          and (g) of the QPAM Exemption are satisfi ed, neither the QPAM nor a 
          person controlling or controlled by the Q PAM (applying the definition 
          of "control" in Section V(e) of the QPAM Exemption) owns a 5% or more 
          interest in the Lessee or the Equity Inve stor and, at least (5) days 
          prior to the date of purchase (x) the ide ntity of such QPAM and (y) 
          the names of all employee benefit plans w hose assets are included in 
          such investment fund have been disclosed to the Lessee and the Equity 
          Investor in writing pursuant to this clau se (iv); or 
 
                    (v) the Source constitutes asse ts of a "plan(s)" (within the 
          meaning of Section IV of PTE 96-23 (the " INHAM Exemption")) managed by 
          an "in-house asset manager" or "INHAM" (w ithin the meaning of Part IV 
          of the INHAM exemption), the conditions o f Part I(a), (g) and (h) of 
          the INHAM Exemption are satisfied, neithe r the INHAM nor a person 
          controlling or controlled by the INHAM (a pplying the definition of 
          "control" in Section IV(d) of the INHAM E xemption) owns a 5% or more 
          interest in the Lessee or the Equity Inve stor and, at least five (5) 
          days prior to the date of purchase, (x) t he identity of such INHAM and 
          (y) the name(s) of the employee benefit p lan(s) whose assets 
          constitute the Source have been disclosed  to the Lessee and the Equity 
          Investor in writing pursuant to this clau se (v); or 
 
                    (vi) the Source is a government al plan; or 
 
                    (vii) the Source does not inclu de assets of any employee 
          benefit plan, other than a plan exempt fr om the coverage of ERISA. 
 
As used in this Section 3.5(d), the terms "employee  benefit plan", "governmental 
plan", and "separate account" shall have the respec tive meanings assigned to 
such terms in Section 3 of ERISA. 
 
     During the entire period that any Initial Note holder holds the Senior 
Notes, it shall disclose to the Lessee and the Equi ty Investor any information 
(not previously provided) which it would have to ha ve disclosed to the Lessee 
and the Equity Investor pursuant to this Section 3. 4(f) had the representation 
contained in this Section 3.4(f) been made on any s uch date on which it 
continues to hold the Senior Notes. 
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               (e) Due Diligence. Such Initial Note holder acknowledges that (i) 
it has made, either alone or together with its advi sors, such independent 
investigation of the Project, the Project Site and the Collateral and of the 
Lessee and its management, assets and related matte rs as such Initial Noteholder 
deems to be, or such advisors have advised to be, n ecessary or advisable in 
connection with an investment in the Senior Notes p ursuant to the transactions 



contemplated by this Agreement and the other Operat ive Documents, (ii) it and 
its advisors have been afforded the opportunity to ask questions of the Lessee, 
(iii) it and its advisors have been afforded access , and received all 
information and data, that it and such advisors bel ieve to be necessary or 
sufficient in order to evaluate and reach an inform ed decision as to the 
advisability of an investment in the Senior Notes p ursuant to the transactions 
contemplated by this Agreement and the other Operat ive Documents and (iv) it has 
sought such accounting, legal and tax advice as it has considered necessary to 
make an informed investment decision as to the advi sability of an investment in 
the Senior Notes pursuant to the transactions conte mplated by this Agreement and 
the other Operative Documents. The foregoing acknow ledgments shall in no way 
derogate from, or reduce the rights of any Initial Noteholder in respect of, or 
constitute or be used as any form of defense (or ba sis therefor) in respect of, 
all or any of the representations, warranties, cove nants and agreements of the 
Lessee or any other Person set forth or referred to  in the Operative Documents, 
the accuracy and completeness of each of which repr esentations, warranties, 
covenants and agreements has been assumed by each I nitial Noteholder in making, 
and as the basis for, the foregoing acknowledgments . 
 
               (f) Due Authorization; Enforceabilit y; Etc. Such Initial 
Noteholder has all necessary power and authority to  execute and deliver this 
Agreement and perform its obligations hereunder; an d this Agreement has been 
duly authorized, executed and delivered by such Not eholder and, assuming the due 
authorization, execution and delivery by each other  party hereto, this Agreement 
constitutes the legal, valid and binding obligation  of such Noteholder, 
enforceable against it in accordance with its terms , except as the same may be 
limited by bankruptcy, insolvency, fraudulent conve yance, reorganization, 
arrangement, moratorium or other laws relating to o r affecting the rights of 
creditors generally and by general principles of eq uity. 
 
     Section 3.6. Representations of the Indenture Trustee. The Indenture 
Trustee represents and warrants that, as of the dat e hereof: 
 
               (a) Due Incorporation; Etc. It is a national banking association 
duly organized, validly existing and in good standi ng under the laws of the 
United States, and has full power and authority, as  Indenture Trustee and/or in 
its individual capacity to the extent expressly pro vided herein or in the 
Indenture, to enter into and perform its obligation s under the Indenture, the 
Depositary Agreement and this Agreement (the "Inden ture Trustee Agreements"). 
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               (b) Due Authorization; Enforceabilit y; Etc. (i) Each of the 
Indenture Trustee Agreements has been duly authoriz ed, executed and delivered by 
the Indenture Trustee and (ii) assuming the due aut horization, execution and 
delivery by each other party thereto, each of such Indenture Trustee Agreement 
constitutes the legal, valid and binding obligation  of the Indenture Trustee, 
enforceable against it in its individual capacity o r as Indenture Trustee, as 
the case may be, in accordance with its terms, exce pt as the same may be limited 
by bankruptcy, insolvency, fraudulent conveyance, r eorganization, arrangement, 
moratorium or other laws relating to or affecting t he rights of creditors 
generally and by general principles of equity. 
 
               (c) Non-Contravention. The execution  and delivery by the 
Indenture Trustee, in its individual capacity or as  Indenture Trustee, as the 
case may be, of the Indenture Trustee Agreements, a nd the consummation by the 
Indenture Trustee, in its individual capacity or as  Indenture Trustee, as the 
case may be, of the transactions contemplated there by, do not and will not (i) 
contravene any Applicable Law of the State of Calif ornia governing the Indenture 
Trustee or any United States federal law governing the banking or trust powers 
of the Indenture Trustee, (ii) contravene its organ izational documents or 
bylaws, (iii) contravene or constitute a violation of, or a default by the 
Indenture Trustee under, any indenture, mortgage or  other material contract, 



agreement or instrument to which the Indenture Trus tee is a party or by which 
the Indenture Trustee or any of its property is bou nd or (iv) result in the 
creation of any Indenture Trustee's Lien upon any p roperty included in the 
Indenture Estate. 
 
               (d) Governmental Actions. No authori zation or approval or other 
action by, and no notice to or filing or registrati on with, any federal or state 
Governmental Entity governing the banking or trust powers of the Indenture 
Trustee is required for the due execution, delivery  or performance by the 
Indenture Trustee of any Indenture Trustee Agreemen t, other than any such 
authorization or approval or other action or notice  or filing as has been duly 
obtained, taken or given 
 
               (e) Eligibility. It is a trust compa ny or bank authorized under 
the laws of the State of California and the United States of America to exercise 
trust powers, and (i) has a combined capital and su rplus of at least 
$250,000,000. 
 
               (f) Liens. The Indenture Estate is f ree of any Indenture 
Trustee's Lien. 
 
SECTION 4. CLOSING CONDITIONS; CONDITIONS TO PURCHA SE OF SENIOR NOTES 
 
          The obligations of the Equity Investor, t he Owner Lessor, the 
Indenture Trustee, each Initial Noteholder and the Lessee to consummate the 
Transaction on the 
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Closing Date shall be subject to satisfaction or wa iver of 
the following conditions at or prior to the Closing  (except that the obligations 
of any Person shall not be subject to such Person's  own performance or 
compliance): 
 
               (a) Operative Documents. (i) Each of  the Financing Documents 
shall have been duly authorized by the parties ther eto, shall have been duly 
executed and delivered by the parties thereto, and shall each be in full force 
and effect, and executed counterparts of each shall  have been delivered to each 
of the parties hereto (other than the Tax Indemnity  Agreement, which shall only 
be delivered to the parties thereto and the Senior Notes, which shall only be 
delivered to the Noteholders). 
 
                    (ii) Copies of each of the Proj ect Documents shall have been 
     delivered to the Equity Investor, the Owner Le ssor, the Indenture Trustee 
     and the Initial Noteholders, certified by the Lessee as being true, 
     accurate and complete copies of such Project D ocuments and each of such 
     Project Documents shall be in full force and e ffect. 
 
               (b) Equity Investment. The Equity In vestor shall have made the 
Equity Investment to the Owner Lessor at the place and in the manner 
contemplated by Section 2. 
 
               (c) Senior Notes. All conditions pre cedent to the issuance of the 
Senior Notes to be issued on the Closing Date and t he purchase thereof by the 
Noteholders shall have been satisfied or waived, al l as evidenced by the 
issuance of such Senior Notes, and the Noteholders shall have purchased the 
Senior Notes. 
 
               (d) Corporate Documents. Each of the  Financing Parties shall have 
received copies of the organizational documents of each of the Lessee, the Owner 
Lessor, the Owner Manager, the Equity Investor, eac h Lessee Partner and the 
Pledgor, and resolutions of the board of directors or appropriate committee of 
each such Person duly authorizing the Transaction a nd such documents and such 



evidence as each party may reasonably request in or der to establish the 
authority of each such other party to consummate th e Transaction, the taking of 
all corporate or other proceedings in connection th erewith and compliance with 
the conditions herein or therein set forth and the incumbency of all officers 
signing any of the Financing Documents. Each of the  foregoing documents and 
evidence shall be reasonably satisfactory to the re cipient. 
 
               (e) Representations and Warranties; Conditions Precedent. The 
representations and warranties of the parties heret o set forth in Section 3 
hereof shall be true and correct on and as of the C losing Date with the same 
effect as though made on and as of the Closing Date  and each of the Financing 
Parties shall have received an Officer's Certificat e from each of the other 
parties hereto to such effect other than the 
 
 
                                       31 
 
 
 
Initial Noteholders whose purchase of the Senior No tes on the Closing Date shall 
be deemed to be a confirmation of their respective representations as of such 
date. 
 
               (f) Events of Loss, Defaults, Events  of Default; Project 
Documents. No Event of Loss, Lease Default, Lease E vent of Default, Indenture 
Default, Indenture Event of Default or event that w ith notice or lapse of time 
or both would constitute an Event of Loss shall hav e occurred and be continuing. 
Each of the Project Documents shall be in full forc e and effect, and (i) no 
default or breach shall exist under any Project Doc ument that permits any party 
thereto to terminate any Project Document or suspen d its performance thereunder 
or excuses such non-breaching party from any failur e to perform thereunder and 
(ii) no event of force majeure under any Project Do cument shall have occurred 
and be continuing that is reasonably likely to resu lt in a Material Adverse 
Effect. 
 
               (g) No Threatened Proceedings. No ac tion, suit or proceeding 
shall have been instituted nor, to the Actual Knowl edge of any party hereto, 
threatened, before any Governmental Entity against the Lessee, nor shall any 
action, suit or proceeding have been instituted, or  to the Actual Knowledge of 
any party hereto, threatened, before any Government al Entity against or 
affecting the Project or any party to a Project Doc ument, which could reasonably 
be expected to have a Material Adverse Effect. 
 
               (h) Projections. The Participants sh all have received the 
Projections dated the Closing Date, the substance o f which shall be satisfactory 
to the Participants. 
 
               (i) Receipt of Permits and Approvals . All Governmental Approvals 
necessary to operate and maintain the Project in ac cordance with the terms and 
conditions of the Operative Documents, shall have b een duly obtained or made and 
validly issued and shall be in full force and effec t and shall not be the 
subject of any pending or threatened judicial or ad ministrative proceedings. To 
the extent the Lessee has received copies of such G overnmental Approvals, each 
Financing Party shall have received true and comple te copies thereof. 
 
               (j) Insurance Coverage. The Particip ants shall have received and 
found satisfactory certificates of, or binders for,  each policy of insurance 
required under Section 11 of the Project Lease date d as of May 18, 2005, 
accompanied by a report of the Insurance Consultant  addressed to the 
Participants in form and substance satisfactory to such parties stating that 
insurance complying with the provisions of Section 11 of the Project Lease, 
covering the risks and in the amounts referred to t herein, has been obtained and 
is in full force and effect, is not subject to canc ellation without prior notice 
and that all currently due premiums therefor have b een paid in full. 
 
 



                                       32 
 
 
 
               (k) Engineering Report. Each of the Participants shall have 
received the Engineering Report addressed to the Pa rticipants dated as of April 
4, 2005, in form and substance satisfactory to such  parties confirming that the 
Project has an electrical capacity and is able to p roduce electric energy at 
levels which would be required in order to comply w ith the Projections. 
 
               (l) Environmental Report. Each of th e Participants shall have 
received the Environmental Report addressed to the Participants dated as of 
April 4, 2005 in form and substance satisfactory to  such parties to the effect 
that there are no conditions present which could re asonably be likely to result 
in a Material Adverse Effect. 
 
               (m) Reports of the Geothermal Consul tant. Each of the 
Participants shall have received reports from the G eothermal Consultant 
addressed to the Participants in form and substance  satisfactory to such parties 
dated the Closing Date to the effect that the Proje ct has access to geothermal 
resources which would be required to operate the Pr oject at levels which would 
be required in order to comply with the Projections . 
 
               (n) Appraisal. The Equity Investor s hall have received the 
Closing Appraisal addressed to the Equity Investor in form and substance 
satisfactory to the Equity Investor. The Lessee and  the Initial Noteholders 
shall have received a letter from the Appraiser wit h regard to the fair market 
value and remaining useful life of the Project date d as of the Closing Date. 
 
               (o) Annual Operating Budget. The Par ticipants shall have received 
a copy of the Annual Operating Budget for calendar year 2005, in form and 
substance reasonably satisfactory to the Participan ts. 
 
               (p) Opinion with Respect to Certain Tax Aspects. The Equity 
Investor shall have received (i) the opinion, dated  the Closing Date, of Dewey 
Ballantine LLP addressed and delivered only to the Equity Investor as to certain 
tax matters in form and substance reasonably satisf actory to the Equity Investor 
and (ii) the opinion dated the Closing Date of McCo rriston Miller Mukai 
MacKinnon LLP addressed and delivered only to the E quity Investor as to certain 
state and local tax matters in form and substance r easonably satisfactory to the 
Equity Investor. 
 
               (q) Opinions of Counsel. Each of the  parties shall have received 
an opinion or opinions, dated the Closing Date, of (i) Chadbourne & Parke LLP, 
special counsel to the Lessee and the Pledgor, (ii)  Carlsmith Ball LLP, Hawaii 
counsel to the Lessee, (iii) Dewey Ballantine LLP, counsel to the Equity 
Investor, (iv) Kilpatrick Stockton LLP, local couns el to Equity Investor, (v) 
Morris, James, Hitchens & Williams LLP, counsel to the Owner Lessor, the Trust 
Company, and the Owner Manager and (vi) Kathleen C.  Johnson, Attorney at Law, 
counsel to the Depositary Bank and the Indenture 
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Trustee, in each case, addressed to such Persons an d in form and substance 
satisfactory to such Persons. Each of the parties, excluding the Lessee, shall 
have also received the opinion, dated the Closing D ate, of McCorriston Miller 
Mukai MacKinnon LLP, Hawaii counsel to the Notehold ers and the Equity Investor. 
Each such Person expressly consents to the renderin g by its counsel of the 
opinion referred to in this Section 4(q) and acknow ledges that such opinion 
shall be deemed to be rendered at the request and u pon the instructions of such 
Person, each of whom has consulted with and has bee n advised by its counsel as 
to the consequences of such request, instructions a nd consent. Furthermore, each 
such counsel shall, to the extent requested, (x) in clude as addressees Persons 



which may become Noteholders in the future or (y) p ermit such Noteholders to 
rely on its opinion as if such opinion were address ed to such Persons. 
 
               (r) Perfection of Liens and Security  Interests. The financing 
statements, instruments (including recordation memo randa) and other documents 
with respect to the filings and recordings describe d in Schedule 3.1(h)(ii) 
shall be in form and substance reasonably satisfact ory to the Indenture Trustee, 
the Initial Noteholders and the Equity Investor and  all such filings and 
recordings and all other filings and recordings and  other actions (including the 
Owner Lessor and/or Indenture Trustee taking posses sion or control of such 
collateral in which a security interest may be perf ected by possession or 
control) that are necessary in order to establish, protect, preserve and perfect 
(i) the Lien of the Owner Lessor on, and perfected security interest in, all 
right, title, estate and interest of the Lessee, th e Pledgor or the Lessee 
Partners, as applicable, in and to the assets and p roperty which form the 
collateral, under the Lessee Security Agreement, th e Lessee Partners Interest 
Pledge Agreement and the PGV Interests Pledge Agree ment and in and to the 
Accounts under the Depositary Agreement and the Ban k of Hawaii Control 
Agreements, and (ii) the Lien of the Indenture Trus tee on, and perfected 
security interest in, all right, title, estate and interest of the Owner Lessor 
in and to the Indenture Estate and the Accounts, pr ior and superior to all other 
Liens, existing or future (other than any future li en which by statute would 
have priority), in each case, shall have been duly executed (if required to be 
executed by the Lessee, the Pledgor, the Lessee Par tners or the Owner Lessor, as 
applicable, by Applicable Law) and delivered to the  Indenture Trustee or its 
designee in proper form for filing, registration or  recordation, and all fees, 
taxes and other charges relating to such filings an d recordings and other 
actions shall have been paid (or provision thereof shall be made) by the Owner 
Lessor; and when such documents are filed or record ed, or other actions taken 
(including the Owner Lessor and/or Indenture Truste e taking possession or 
control of such collateral in which a security inte rest may be perfected by 
possession or control), as applicable, (i) the Owne r Lessor shall have a first 
Lien on, and prior perfected security interest in ( A) all right, title, estate 
and interest of the Lessee, the Lessee Partners or the Pledgor, as applicable, 
in and to the assets and property which form the co llateral under the Lessee 
Security Agreement, the Lessee Partners Interest Pl edge Agreement and the PGV 
Interests Pledge Agreement and (B) all 
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right, title and interest of the Lessee in and to t he Accounts under the 
Depositary Agreement and the Bank of Hawaii Control  Agreements and (ii) the 
Indenture Trustee shall have a first Lien on, and p rior perfected security 
interest in, all right, title, estate and interest of the Owner Lessor in and to 
the Indenture Estate and the Accounts, in each case , prior and superior to all 
other Liens, existing or future (other than any fut ure lien which by statute 
would have priority). In addition, the Indenture Tr ustee and the Equity Investor 
shall have received copies of Uniform Commercial Co de, judgment and tax lien 
search reports with respect to each "Debtor" specif ied in Schedule 3.l(h)(ii) in 
each jurisdiction requested by the Indenture Truste e, the Initial Noteholders or 
the Equity Investor confirming that no Uniform Comm ercial Code filing or 
judgment or tax lien exists with respect to the pro perties or assets of such 
Person. 
 
               (s) Funding Request. The Lessee shal l have delivered a properly 
executed funding request, in form and substance sat isfactory to the 
Participants. 
 
               (t) No Changes in Applicable Law. No  change shall have occurred 
in Applicable Law or the interpretation thereof by any competent court or other 
Governmental Entity that would (i) make it illegal for any of the Lessee, the 
Owner Lessor, the Indenture Trustee or any Particip ant to participate in the 
Transaction or (ii) subject any of the Lessee, the Owner Lessor, the Indenture 



Trustee or any Participant to regulation as a "publ ic utility," or "electric 
utility" or a "public utility holding company" (wit hin the meaning of PUHCA or 
any applicable regulatory law of Hawaii) solely as a result of the transactions 
contemplated by the Operative Documents. 
 
               (u) [Intentionally omitted]. 
 
               (v) Private Placement Number. A priv ate placement number shall 
have been issued by Standard & Poor's CUSIP Service  Bureau (in cooperation with 
the Securities Valuation Office of the National Ass ociation of Insurance 
Commissioners) for the Senior Notes. 
 
               (w) Title Insurance. The Indenture T rustee shall have received a 
lender's policy of title insurance and the Owner Le ssor shall have received an 
owner's policy of title insurance issued by the Tit le Company, or binding 
commitments by the Title Company (in the form of a signed closing letter or an 
ALTA Commitment) to issue such lender's and owner's  policies of title insurance 
(insuring as of the Closing Date), that meet the fo llowing requirements: (i) a 
lender's policy in favor of the Indenture Trustee w hich shall (a) be in form and 
substance reasonably satisfactory to the Indenture Trustee or any Initial 
Noteholders, (b) contain such endorsements and affi rmative coverage as the 
Indenture Trustee or any Initial Noteholder may rea sonably request up to an 
amount equal to one hundred percent (100%) of the a ggregate principal amount of 
the Senior Notes, including (to the extent applicab le with respect to the 
Project and the Project Site 
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and available at a reasonable cost from the Title C ompany in the jurisdiction in 
which the Project is located) the following: variab le rate; survey; 
comprehensive; access; creditor's rights (which may  be provided without an 
endorsement if a 1970 form of jacket is used); cont iguity coverage; usury; doing 
business; environmental protection lien; modified v ersions of CLTA 119.2 and 
CLTA 119.3 and such other endorsements as the Inden ture Trustee or any Initial 
Noteholder may reasonably request, (c) insure (A) t he Indenture Trustee for the 
benefit of each of the Noteholders, in the amount o f $52,000,000 and (B) that 
the Indenture constitutes a valid first (1) leaseho ld mortgage lien of record or 
(2) mortgage lien, as applicable, on the Owner Less or's right, title and 
interest as lessee or grantee, as applicable, of th e Project Site, subject only 
to such exceptions to title that are Permitted Lien s and that, in any event, 
would not reasonably be expected to have a Material  Adverse Effect, (d) provide 
for no survey exceptions as to the Project Site exc lusive of beneficial 
easements (other than matters shown by the survey d escribed in Section 4.1(y)) 
and (e) provide coverage against all mechanics' and  materialmen's liens existing 
on the Closing Date, other than those for which Ade quate Reserves have been 
provided by the Lessee; and (ii) an owner's (or lea sehold owner's) policy of 
title insurance in favor of the Owner Lessor which shall (a) be in form and 
substance reasonably satisfactory to the Equity Inv estor, (b) contain such 
endorsements and affirmative coverage as the Equity  Investor may reasonably 
request, including (to the extent applicable with r espect to the Project and 
Project Site and available at a reasonable cost fro m the Title Company in the 
jurisdiction in which the Project is located) the f ollowing: survey; 
comprehensive; access; contiguity coverage; environ mental protection lien; and 
such other endorsements as the Equity Investor may reasonably request, (c) 
insure the Owner Lessor's right, title and interest  as lessee or grantee, as 
applicable, of the Project Site in the amount of $5 2,000,000, (d) provide for no 
survey exceptions as to the Project Site exclusive of beneficial easements 
(other than matters shown by the survey described i n Section 4.1(y)) and (e) 
provide coverage against all mechanics' and materia lmen's liens existing on the 
Closing Date, other than those for which Adequate R eserves have been provided by 
the Lessee. The Indenture Trustee shall also have r eceived evidence that the 
premiums in respect of such commitments and/or poli cies, all charges for 
mortgage taxes (if any), and all related expenses, if any, have been paid or 



shall be paid concurrently with the Closing. Each o f the Equity Investor and the 
Indenture Trustee shall have received a copy of all  recorded documents referred 
to, or listed as exceptions to title in, the title policy or policies referred 
to in this Section. 
 
               (x) Material Adverse Effect. Since J une 3, 2004, no event shall 
have occurred which could reasonably be expected to  have a Material Adverse 
Effect. 
 
               (y) Survey. The Equity Investor, the  Owner Lessor, the Indenture 
Trustee and the Title Company shall have received a n ALTA/ACSM land title survey 
of the Project Site, certified to the Indenture Tru stee, the Owner Lessor and 
the Title Company in the manner prescribed by parag raph 8 of the Minimum 
Standard Details 
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referred to below, dated not more than 180 days pri or to the Closing Date, 
prepared by an independent professional licensed la nd surveyor reasonably 
satisfactory to the Equity Investor, the Indenture Trustee and the Title 
Company, which survey shall be made in accordance w ith the Minimum Standard 
Detail Requirements for Land Title Surveys jointly established and adopted by 
the American Land Title Association, American Congr ess on Surveying & Mapping 
and National Society of Professional Surveyors in 1 999 and meeting the accuracy 
requirements set forth therein, and which survey sh all be reasonably 
satisfactory to the Equity Investor, the Indenture Trustee and the Title 
Company. Without limiting the generality of the for egoing, the survey shall: (a) 
show the location of any easements, fences, restric tion setback lines, 
rights-of-way, encroachments and adjoining streets;  (b) locate all means of 
ingress and egress and contain a location sketch of  the Project Site; (c) show 
the location of all improvements as constructed on the Project Site; and (d) 
indicate the flood zone designation, if any, in whi ch the Project Site is 
located. 
 
               (z) Reserve Accounts. Each of the Ac counts shall have been 
established in accordance with the Depositary Agree ment and an amount equal to 
the Capex Account (Debt) Deposit, the Senior Rent R eserve Requirement and the 
Junior Rent Reserve Requirement, as applicable, sha ll have been deposited in the 
Capex Account (Debt), the Senior Rent Reserve Accou nt and the Junior Rent 
Reserve Account, as applicable. 
 
               (aa) Letter as to Number of Offerees . The Equity Investor and the 
Indenture Trustee shall have received a certificati on from the Debt Placement 
Agent in form and substance reasonably satisfactory  to such Persons, as to the 
number of offerees by it of the Senior Notes, and t he nature of such offerees. 
 
               (bb) Financial Statements. The Lesse e shall have delivered the 
financial statements referred to in Section 3.1(v)( i) herein. 
 
               (cc) Transaction Costs. Each of the parties hereto shall have 
received satisfactory evidence that all Transaction  Costs have been paid in full 
by the applicable party. 
 
               (dd) Consents to Assignment. Each of  the Transaction Parties 
shall have received a duly executed copy of the Con sents to Assignment, in form 
and substance satisfactory to the Participants. 
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SECTION 5. COVENANTS OF THE LESSEE 



 
     Section 5.1. Maintenance of Existence. The Les see shall at all times 
preserve and maintain in full force and effect its existence and its good 
standing under the laws of the State of Hawaii. 
 
     Section 5.2. Maintenance of Permits. The Lesse e shall obtain and maintain, 
or cause to be obtained and maintained, in full for ce and effect all 
Governmental Approvals required to be obtained from  time to time in connection 
with (i) the use, operation and maintenance of the Project as contemplated by 
the Project Documents (for up to 30 MW), and the Ex pansion Project if purchased 
by the Owner Lessor, and (ii) the execution, delive ry and performance by the 
Lessee of the Operative Documents to which it is a party, except, in each case, 
where failure to so obtain or maintain any such Gov ernmental Approval would not 
be expected to result in a loss of revenues attribu table to the use of the 
Project in excess of $1,500,000, taking into accoun t any Claims arising under 
Sections 5.3, 5.9 and 5.28 hereunder. 
 
     Section 5.3. Compliance with Laws and Governme ntal Approvals. The Lessee 
shall comply with all Applicable Laws (including En vironmental Laws) and 
Governmental Approvals, except where noncompliance could not reasonably be 
expected to result in one or more Claims against or  being incurred by the Lessee 
in excess of $1,500,000, taking into account any Cl aims arising under Sections 
5.2, 5.9 and 5.28 hereunder. 
 
     Section 5.4. Information. The Lessee shall del iver to the Equity Investor, 
the Owner Lessor, and, so long as the Lien of the I ndenture has not been 
terminated and fully discharged, the Indenture Trus tee: 
 
               (a) within 60 days after the close o f each of the first three 
quarterly accounting periods in each fiscal year of  the Lessee (commencing with 
the quarter ending June 30, 2005), unaudited quarte rly consolidated financial 
statements of the Lessee; 
 
               (b) within 120 days after the close of each fiscal year 
(commencing with the fiscal year ending December 31 , 2005), audited annual 
consolidated financial statements for such fiscal y ear, with an unqualified 
opinion (other than in respect of financial control s and procedures and similar 
requirements of the Sarbanes-Oxley Act) of an inter nationally recognized 
independent accounting firm (the "Auditors"); 
 
               (c) at the time of the delivery of t he financial statements 
provided for in clause (b) immediately above, a cer tificate of a Responsible 
Officer of the Lessee to the effect that, to such o fficer's Actual Knowledge, no 
Lease Default or Lease Event of Default has occurre d and is continuing; 
 
 
                                       38 
 
 
 
               (d) within sixty (60) days after eac h Rent Payment Date, a 
certificate of a Responsible Officer of the Lessee,  setting forth a calculation 
of the Lease Rent Coverage Ratio for the two preced ing semiannual periods and 
the Projected Lease Rent Coverage Ratio for the the n-current semiannual period 
and the immediately following semiannual period in form and substance as set 
forth in Exhibit A, provided, however, that if the Lease Rent Coverage Ratio for 
any semi-annual period is below 1.20 to 1.00, the E quity Investor shall have the 
right to request (i) detailed information regarding  major maintenance and other 
items in the Annual Operating Budget as it deems re asonable and (ii) additional 
information and explanations with respect to the se miannual operating report 
referred to in Section 5.4(e) until the next such s emiannual period as the Lease 
Rent Coverage Ratio for the two preceding semiannua l periods and the Projected 
Lease Rent Coverage Ratio for the then-current semi annual period and the 
immediately following semiannual period are at leas t 1.20 to 1.00; provided, 
further, that the Lessee shall provide the Indentur e Trustee with a copy of any 
such information provided to the Equity Investor pu rsuant to this clause (d); 



 
               (e) within sixty (60) days after eac h Rent Payment Date, a 
semiannual operating report in the form attached he reto as Exhibit B and 
promptly after any forced outage that lasts for mor e than fourteen (14) 
consecutive days, notice of such forced outage; 
 
               (f) (A) as soon as practicable, but in any event within 10 
Business Days after the Lessee obtains Actual Knowl edge thereof, notice of any 
event which constitutes a Lease Default or a Lease Event of Default or an Event 
of Loss, specifying the nature of such Lease Defaul t, Lease Event of Default or 
Event of Loss and any steps the Lessee is taking or  proposes to take to remedy 
or otherwise address the same, and (B) promptly, an d in any event within 30 days 
after the Lessee obtains Actual Knowledge thereof, notice of: 
 
                    (i) any litigation, arbitration  or governmental proceeding 
     (other than any governmental proceeding in the  ordinary course of business) 
     pending (A) against the Lessee or the Project or (B) with respect to any 
     Project Document to which the Lessee is a part y or with respect to the 
     Project Site, which, in each case, individuall y or in the aggregate could 
     reasonably be expected to result in a Claim in  excess of $500,000; 
 
                    (ii) the occurrence and continu ance of any Requisition 
     (without regard to the existence of any good f aith contest in respect 
     thereof); 
 
                    (iii) any change in the Respons ible Officers of the Lessee, 
     accompanied by certified specimen signatures o f any Responsible Officers so 
     appointed; 
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                    (iv) the existence of any Lien against the Indenture Estate; 
 
                    (v) any notice received by the Lessee purporting to cancel 
     or materially alter the terms of any insurance  policy which the Lessee is 
     required to maintain pursuant to the Project L ease; or 
 
                    (vi) other than those which occ ur in the ordinary course of 
     business, any casualty, damage or loss, whethe r or not insured, through 
     fire, theft, other hazard or casualty, or any act or omission of the Lessee 
     or of any other Person if such casualty, damag e or loss effects the 
     Project, the Project Site or the Geothermal Re source in the amount of 
     $100,000 or more. 
 
               (g) no later than ten Business Days after the effectiveness of 
any amendment, supplement, modification or terminat ion (other than by its terms) 
of any Project Document, notice of such amendment, supplement or modification, 
together with a copy thereof. 
 
     Section 5.5. Annual Operating Budget. On Novem ber 15 of each calendar year, 
commencing on November 15, 2005, the Lessee shall d eliver to the Equity 
Investor, and, so long as the Lien of the Indenture  has not been terminated and 
fully discharged, the Indenture Trustee and the Not eholders, an annual operating 
budget of Project Revenues and Operating Costs expe cted to be incurred by the 
Lessee during the relevant fiscal year to which suc h budget applies in the form 
attached hereto as Exhibit C (the "Annual Operating  Budget") together with an 
Officer's Certificate of the Lessee certifying that  such Annual Operating Budget 
has been prepared in good faith. The Equity Investo r and the Noteholders will 
have the right to review and approve (such approval  not to be unreasonably 
withheld or delayed) such Annual Operating Budget b y December 15 of such year; 
provided, however, the Equity Investor's and the No teholders' approval of the 
Annual Operating Budget shall not be required (A) i f the aggregate Operating 
Costs set forth in such Annual Operating Budget do not exceed by 15% or more the 



sum of the (i) actual aggregate Operating Costs for  the Project from January 1 
of the then current fiscal year to October 31 of su ch year and (ii) the 
aggregate costs and expenses budgeted for the Proje ct from November 1 of such 
year to December 31 of such year and (B) so long as  on every fourth year 
(beginning in 2009), the aggregate Operating Costs set forth in the Annual 
Operating Budget for such year do not exceed by 45%  or more the sum of the 
actual aggregate Operating Costs for the Project in curred in the calendar year 
that is four years prior to such year; provided fur ther, that notwithstanding 
the foregoing, the Equity Investor's and the Indent ure Trustee's approval of the 
Annual Operating Budget shall be required if, at an y relevant time, the Lease 
Rent Coverage Ratio for either of the immediately p receding two semiannual 
periods was less than 1.20 to 1.00. 
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     Section 5.6. Conduct of Business. Except as co ntemplated by Section 5.23 
and Section 12.18, the Lessee shall not enter into or engage at any time in any 
business other than the ownership, occupation, cons truction, testing, starting, 
repair, operation, maintenance and use of the Proje ct and the financing of the 
Project and the sale of electric power or other pro ducts and byproducts of the 
Project by the Lessee, and all other activities rel ated thereto necessary for 
the development, construction, operation and mainte nance of the Project and as 
otherwise contemplated or permitted by the Operativ e Documents. 
 
     Section 5.7. Books and Records; Inspections. T he Lessee shall maintain 
appropriate logs with respect to the Project and bo oks, records and accounts in 
which full, true and correct entries in accordance with GAAP consistently 
applied, shall be made of all of its dealings and t ransactions. 
 
     Section 5.8. Taxes; Utility Charges. The Lesse e shall, prior to the time 
penalties shall attach thereto, (i) file, or cause to be filed, all tax and 
information returns that are required to be, or are  required to have been, filed 
by it in any jurisdiction, and (ii) pay or cause to  be paid all Taxes and 
utility charges shown to be, or to have been, due a nd payable on such returns 
and all other Taxes and utility charges lawfully im posed and payable by it, to 
the extent the same shall have become due and payab le, except to the extent 
there is a good faith contest thereof by the Lessee  and the Lessee has 
maintained adequate reserves for such Taxes or util ity charges to be funded out 
of either (i) capital contributions from the Pledgo r or (ii) distributions from 
the Distribution Account made in accordance with th e Depositary Agreement. 
 
     Section 5.9. Performance and Enforcement. The Lessee shall duly (i) perform 
and observe in all respects its covenants and oblig ations under all Operative 
Documents and (ii) operate and maintain the Project  in accordance with Prudent 
Industry Practice and Applicable Law, except to the  extent that the 
applicability thereof is being contested in good fa ith unless in the case of 
clause (i), the failure to perform or observe such covenant or such obligation 
or (ii) in the case of clause (ii), such contest, i n each case, would be 
expected to result in a loss of revenues attributab le to the use of the Project 
as contemplated by the Operative Documents in exces s of $1,500,000, taking into 
account any Claims arising under Sections 5.2, 5.3 and 5.28 hereunder. 
 
     Section 5.10. Utility Status. 
 
          The Lessee will not take any action that would result in the Owner 
Lessor or any Participant being subject to any util ity regulation. 
 
     Section 5.11. Subsidiaries. The Lessee will no t establish or maintain any 
subsidiary. 
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     Section 5.12. Notice of Change of Jurisdiction  of Formation Address; No 
Change of Name. The Lessee shall provide the Equity  Investor, the Owner Lessor 
and, so long as the Lien of the Indenture has not b een terminated and fully 
discharged, the Indenture Trustee, prompt written n otice of any anticipated 
change in its address or jurisdiction of formation,  which notice shall, in any 
event, be provided no later than 30 days prior to s uch change. The Lessee shall 
not change its name without the prior written conse nt of the Equity Investor and 
the Noteholders. 
 
     Section 5.13. Further Assurances. The Lessee, at its own cost, expense and 
liability, will cause to be promptly and duly taken , executed, acknowledged and 
delivered all such further acts, documents and assu rances reasonably requested 
by the Equity Investor, the Owner Lessor or, so lon g as the Lien of the 
Indenture shall not have been terminated and fully discharged, the Indenture 
Trustee, as may be necessary in order to carry out the intent and purposes of 
this Participation Agreement and the other Operativ e Documents to which it is a 
party, and the transactions contemplated hereby and  thereby. The Lessee, at its 
own cost, expense and liability, will cause such fi nancing statements and 
fixture filings (and continuation statements with r espect thereto) as may be 
necessary and such other documents as the Equity In vestor, the Owner Lessor or, 
so long as the Lien of the Indenture shall not have  been terminated and fully 
discharged, the Indenture Trustee, shall reasonably  request to be recorded or 
filed at such places and times and in such manner, and will take all such other 
actions or cause such actions to be taken, as may b e necessary or advisable in 
order to establish, preserve, protect and perfect t he right, title and interest 
of the Owner Lessor in and to the Project, the Proj ect Document Interest, the 
Lessee's Interest in the Geothermal Resource, the P roject Site, or any portion 
of any thereof or any interest therein and the firs t priority Lien intended to 
be created by the Indenture and the other Security Documents therein. The Lessee 
shall promptly from time to time furnish to the Equ ity Investor, the Owner 
Lessor and, so long as the Lien of the Indenture sh all not have been terminated 
and fully discharged, the Indenture Trustee, such i nformation with respect to 
the Project, the Project Site, the Project Document  Interest, the Geothermal 
Resources or the transactions contemplated by the O perative Documents to which 
it is a party as may be required to enable the Equi ty Investor, the Owner Lessor 
or, so long as the Lien of the Indenture shall not have been terminated and 
fully discharged, the Indenture Trustee, as the cas e may be, to timely file with 
any Governmental Entity any reports and obtain any licenses or permits required 
to be filed or obtained by the Owner Lessor under a ny Operative Document or the 
Equity Investor as the owner of the Member Interest  or the Indenture Trustee. 
 
     Section 5.14. Limitation on Indebtedness. The Lessee shall not create, 
incur, assume or permit to exist any Indebtedness, except as follows, without 
duplication (all such Indebtedness being referred t o hereinafter as "Permitted 
Indebtedness"): 
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               (a) Indebtedness permitted pursuant to the terms of the Operative 
Documents (including the Reserve Letters of Credit) ; 
 
               (b) Indebtedness of the Lessee, so l ong as the obligations of the 
Lessee thereunder are (i) to the Pledgor and (ii) e videnced by an instrument or 
instruments subordinated to the payment of Periodic  Lease Rent by provisions 
substantially in the form of Exhibit D hereto; 
 
               (c) surety bonds, performance bonds or similar arrangements with 
third-party sureties or indemnitors or similar Pers ons in connection with a good 
faith contest or otherwise permitted by the Project  Lease or any other Operative 
Document, with reimbursement obligations of the Les see not in an aggregate 
amount at any time outstanding in excess of $500,00 0; 



 
               (d) indemnities and similar obligati ons, if any, arising under 
the Operative Documents, to the extent the same con stitute Indebtedness; 
 
               (e) Indebtedness incurred to finance  Modifications which are not 
otherwise financed with Additional Senior Notes and /or additional investments by 
the Equity Investor in accordance with the terms of  the Project Lease, provided 
that such Indebtedness (i) shall be payable solely from amounts distributable to 
the Lessee pursuant to Section 5.9 of the Depositar y Agreement and be 
subordinated to the payment of the Periodic Lease R ent in accordance with the 
subordination provisions set forth in Exhibit D; 
 
               (f) additional Indebtedness with the  written prior consent of the 
Owner Lessor and the Indenture Trustee. 
 
     Section 5.15. Limitation on Liens. The Lessee shall not create, incur or 
suffer to exist or permit any Lien upon or with res pect to any of its properties 
or assets, other than Permitted Liens. 
 
     Section 5.16. Restricted Payments. The Lessee shall not make any 
distribution to the Lessee Partners or ONI or any o ther payments from the 
Distribution Account (including by transfer of asse ts or assumption or 
incurrence of any other Indebtedness or liability) other than (i) as permitted 
under Section 5.9 of the Depositary Agreement or (i i) as permitted under Section 
8(b) of the PGV Interests Pledge Agreement followin g a Lease Event of Default 
which is a Limited Recourse Event. 
 
     Section 5.17. Permitted Investments, Loans and  Advances. The Lessee shall 
not make any investments, advances or loans other t han Permitted Investments. 
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     Section 5.18. Merger, Consolidation, Sale of S ubstantially All Assets. The 
Lessee shall not enter into any transaction of merg er or consolidation, change 
its form of organization or its business, or liquid ate, wind-up or dissolve 
itself (or suffer any liquidation or dissolution) w ithout the consent of the 
Owner Lessor and the Indenture Trustee. The Lessee shall not sell, assign, 
convey, lease, transfer or otherwise dispose of any  of its assets or purchase or 
otherwise acquire all or substantially all of the a ssets or the businesses of 
any other Person without the consent of the Owner L essor and the Indenture 
Trustee. 
 
     Section 5.19. Amendments to Project Documents.  The Lessee shall not 
terminate, amend, waive, modify or assign (other th an pursuant to the Operative 
Documents), or consent to the assignment of the rig hts or obligations of any 
party to, any Project Document, unless such termina tion, amendment, waiver, 
modification, assignment or consent to assignment o f a Project Document could 
not reasonably be expected to impair the rights of the Lessee in the Project or 
the operation and maintenance of the Project or the  rights of the Owner Lessor 
or any of the Participants; provided, that the Less ee may make amendments to the 
Project Documents that are of a routine, ministeria l, administrative or de 
minimis nature in order to cure any ambiguities cor rect or supplement any 
defects or inconsistencies with respect thereto. 
 
     Section 5.20. Certain Contracts and Agreements . The Lessee shall not enter 
into any agreements, contracts or other arrangement s or commitments other than 
(a) the Operative Documents existing on the Closing  Date; (b) any additional 
agreements for sale of excess capacity or energy or  fuel (to the extent not 
required for the operation of the Project) otherwis e permitted by the Operative 
Documents, the performance of which could not reaso nably be expected to impair 
the rights of the Owner Lessor or any of the Partic ipants; (c) contracts 
contemplated by any Operative Document, including c ontracts with Affiliates that 
are permitted pursuant to Section 5.21, 5.23 and 12 .18; (d) contracts for 



emergency repairs or to avoid or minimize unplanned  outages; and (e) agreements, 
contracts or other arrangements or commitments whic h are (w) contemplated by the 
Operative Documents (including as contemplated by S ection 12.18), (x) entered 
into by the Lessee with respect to the disposition of assets which the Lessee is 
permitted to sell, transfer, assign, lease or suble ase pursuant to the terms of 
the Operative Documents, (y) entered into by the Le ssee in the ordinary course 
of business and which are included in the Annual Op erating Budget consistent 
with Section 5.5, or (z) in substitution for existi ng agreements, contracts or 
other arrangements (other than the PPA) which are o n substantially similar or 
more favorable terms and conditions to the agreemen ts, contracts or arrangements 
being replaced. 
 
     Section 5.21. Limitation on Transactions with Affiliates. The Lessee shall 
not enter into any transaction or series of related  transactions with any 
Affiliate except (i) as contemplated by Section 5.2 3 and 12.18 or(ii) on terms 
no less favorable to the Lessee 
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than those in comparable third party, arm's length transactions and as 
contemplated by the Operative Documents on the Clos ing Date (including, for the 
avoidance of doubt, the Administrative Services Agr eement). 
 
     Section 5.22. Depositary Agreement Accounts; B ank Accounts. The Lessee 
shall maintain the amounts in the Accounts as set f orth in the Depositary 
Agreement. The amounts on deposit in each of the Ac counts shall be subject to 
the terms of, and disbursed in accordance with, thi s Participation Agreement and 
the Depositary Agreement. The Lessee shall not main tain any other accounts other 
than those specified therein and the bank accounts held in Hawaii as set forth 
on Schedule 5.22, Part 1 hereto and any other bank accounts as set forth on 
Schedule 5.22, Part 2 and Part 3. The Lessee shall close all of the bank 
accounts set forth in Schedule 5.22, Part 2 within three (3) months of the 
Closing Date. For the avoidance of doubt, the accou nts set forth in Schedule 
5.22, Part 3 will not be closed and will not be sub ject to any security 
agreements or control agreements (it being understo od that the Lessee has no 
right to the monies in such accounts). 
 
     Section 5.23. Sharing of Facilities. The Lesse e shall not share its 
facilities or assets with any other entity or proje ct, except as permitted in 
Section 5.21. Notwithstanding the foregoing, the Le ssee may share Severable 
Modifications or certain facilities including, with out limitation, substation, 
interconnection and transmission facilities, back-u p generators, emergency 
equipment and administrative facilities, for the Ph ase II Project, so long as 
(i) any construction is conducted by entities other  than the Lessee Partners or 
the Lessee, (ii) with respect to the Severable Modi fications, the Lessee shall 
comply with Section 11.1 hereto and Section 8 of th e Project Lease, and (iii) 
any such sharing shall not reduce by more than a de  minimis amount, the rights 
and benefits of the Owner Lessor, and, so long as t he Lien of the Indenture 
shall not have been terminated and fully discharged , the Indenture Trustee, with 
respect to the Project or adversely affect the abil ity of the Project to 
generate and transmit power to the limit of 33 MW, therefrom. 
 
     Section 5.24. Capital Expenditures. The Lessee  shall not make capital 
expenditures in excess of $2,000,000 in any calenda r year with respect to 
Optional Modifications (it being understood that th is limitation shall not apply 
to the Expansion Project, Required Modifications or  the Well Improvements (so 
long as capital expenditures incurred with respect to the Well Improvements are 
incurred in the 2005 calendar year and are made sol ely from distributions from 
the Distribution Account made in accordance with th e Depositary Agreement or 
from equity contributions made to the Lessee by the  Pledgor)); provided, 
however, such capital expenditures, if incurred, sh all not exceed the aggregate 
spending limitations with respect to all expenditur es set forth in the Annual 
Operating Budget for such year. 
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     Section 5.25. Contingent Liabilities. Lessee s hall not become liable as a 
surety, guarantor, accommodation endorser or otherw ise, for or upon the 
obligation of any other Person; provided, however, that this Section 5.25 shall 
not be deemed to prohibit: 
 
               (a) the acquisition of goods, suppli es or merchandise in the 
normal course of business or normal trade credit; o r 
 
               (b) the endorsement of negotiable in struments received in the 
normal course of its business. 
 
     Section 5.26. Abandonment of Project. Lessee s hall not voluntarily abandon 
the operation, maintenance, or repair of the Projec t except in connection with 
the exercise, if any, by the Lessee of its terminat ion option under Section 14 
of the Project Lease. 
 
     Section 5.27. Accounts Receivable. Lessee agre es to use commercially 
reasonable efforts to diligently pursue collection of all material accounts 
receivable owing to it and all other material amoun ts that may from time to time 
be owing to it for services rendered or goods sold.  
 
     Section 5.28. Intellectual Property. Lessee sh all maintain adequate 
trademarks, trade names and other rights to inventi ons, know-how, patents, 
copyrights, confidential information and other inte llectual property necessary 
to operate the Project as contemplated by the Proje ct Lease except where failure 
to do so would result in one or more Claims in exce ss of $1,500,000 against the 
Lessee, taking into account any Claims under Sectio ns 5.2, 5.3 and 5.9. 
 
     Section 5.29. EWG Status. The Lessee shall mai ntain its status as an EWG 
(as defined in PUHCA). 
 
     Section 5.30. Spare Drive Train Equipment. Les see shall maintain a spare 
steam drive train (which consists of a spare steam turbine without its housing, 
spare steam turbine gearbox and associated coupling s, spare pentane turbine, and 
spare pentane turbine gearbox and associated coupli ngs) on the Project Site by 
December 31, 2005. For the avoidance of doubt, it i s understood and agreed that 
the spare drive train equipment included in the Pro ject as of the Closing Date 
constitutes the required spare drive train as of th e Closing Date. In the event 
that it becomes necessary to utilize any or all of such spare steam drive train, 
the Lessee shall replace any parts used as soon as is commercially reasonable so 
that there will be one complete spare steam drive t rain on the premises at all 
times. 
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     Section 5.31. Well Completion Efforts. Lessee shall use all commercially 
reasonable efforts to make the Well Improvements an d satisfy the Completion 
Tests relating to such Well Improvements by Decembe r 30, 2005. 
 
     Section 5.32. ERISA. At no time shall Lessee u se or attempt to use any 
assets which would be deemed to be "plan assets" un der the "plan asset 
regulations" promulgated pursuant to ERISA to satis fy any or all obligations 
under the Operative Documents. 
 
     Section 5.33. Partial Assignment. The Lessee s hall enforce its rights (and 
the rights of the Owner Lessor and the Indenture Tr ustee) under the Partial 
Assignment and shall provide a copy to each of the Owner Lessor, Equity Investor 



and Indenture Trustee of any material notice it rec eives from PGV-II pursuant to 
the Partial Assignment. 
 
     Section 5.34. Withdrawals from Well Maintenanc e Reserve Account. At any 
time prior to a withdrawal from the Well Maintenanc e Reserve Account in excess 
of $200,000 or, if the aggregate withdrawals from s uch account in the calendar 
year in which such additional withdrawal is to be i ncurred, would exceed 
$500,000, Lessee shall provide to the Equity Invest or the following: (i) a plan, 
specifying the nature of the Well Maintenance Costs  proposed to be incurred, the 
need therefor and the effect of the proposed work o n the Project and its 
associated geothermal wells, (ii) a detailed budget  specifying by line item each 
major category of expenditures, together with infor mation supporting the overall 
amount of the budget, and (iii) a schedule of work to be performed, including 
estimated commencement and completion dates as well  as estimated dates for 
completion of major milestones (the "Work Plan"). I f the Equity Investor does 
not object to any aspect of the Work Plan within 14  days of receipt thereof (the 
"14 Day Period"), it will be deemed to have accepte d such Work Plan at the end 
of such 14 Day Period; provided, however, that if w ithin the 14 Day Period, the 
Equity Investor shall reasonably request additional  information, such 14 Day 
Period shall be extended to add an additional 7 day s to such 14 Day Period 
beginning on the day that the Equity Investor shall  have been provided with the 
additional information requested by it (the "Additi onal Period"). If, however, 
the Equity Investor objects to such Work Plan withi n the 14 Day Period or the 
Additional Period, the Equity Investor shall have t he option of retaining 
GeothermEx, Inc. to review such Work Plan and who w ill act in accordance with 
the standards and procedures specified in the penul timate sentence of this 
Section 5.34 and submit changes, if any to such Wor k Plan within 5 Business 
Days; provided, however, that (a) if GeothermEx, In c. is no longer in existence 
or is unable or unwilling to prepare such analysis or give such opinion, then 
the Lessee and the Equity Investor shall attempt in  good faith to agree upon 
another reputable, recognized and independent resou rce consultant (GeothermEx 
Inc. or such other independent resource consultant,  the "Geothermal Consultant") 
to prepare such analysis and give such opinion (pur suant to an engagement letter 
that meets the requirements set forth below), and i f such parties are 
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unable to so agree within thirty (30) days, then su ch other consultant shall be 
selected by the procedure set forth in the immediat ely succeeding sentence of 
this Section 5.34, (b) the costs of preparing such analysis shall be paid by 
Lessee, and (c) the opinion of Geothermal Consultan t shall in any case be 
binding and conclusive on the parties. The procedur e for selecting such other 
Geothermal Consultant shall be as follows: (1) each  party shall designate a 
reputable, recognized and independent resource cons ultant who is not affiliated 
with the other party, (2) such consultants shall to gether designate a third 
reputable, recognized, and independent resource con sultant who is not affiliated 
with any party, (3) such third consultant shall pre pare such analysis and give 
such opinion, and (4) the Lessee shall pay the reas onable fees and expenses of 
all the consultants. If the Geothermal Consultant d etermines that changes are 
necessary, the Lessee shall incorporate such change s into a revised Work Plan 
(the "Revised Work Plan") which the Geothermal Cons ultant shall approve within 
three Business Days. After the Lessee has completed  the work, it shall certify 
the same to the Equity Investor and Geothermal Cons ultant. If the work was not 
completed in accordance in all material respects wi th the Work Plan or, if a 
Revised Work Plan has been implemented, in accordan ce with the Revised Work Plan 
as determined by the Geothermal Consultant (acting in accordance with the 
standards and procedures specified in the penultima te sentence of this Section 
5.34), (it being understood that any cost overruns shall not be considered 
deviations from the Work Plan or the Revised Work P lan and may be funded from 
either a contribution by ONI or by withdrawals from  the Well Maintenance Reserve 
Account, provided that any such withdrawals in resp ect of cost overruns shall be 
replenished from funds in the Distribution Account)  then the amount of Well 
Reserve Contributions to be made by the Lessee for the immediately succeeding 



calendar year shall be increased by the difference between (x) the amount 
actually withdrawn from the Well Maintenance Reserv e Account in connection with 
such work (without taking into account any cost ove rruns, which shall be 
addressed as set forth above) and (y) the amount th at Geothermal Consultant 
believed should have been spent in connection with such work in accordance with 
the Work Plan or, if implemented, Revised Work Plan , as the case may be (the 
"Section 5.34 Differential"). In connection with re solving any dispute pursuant 
to this Section, the Geothermal Consultant shall ac t pursuant to an engagement 
letter to which (a) the Lessee and the Equity Inves tor are parties and (b) the 
Geothermal Consultant is held harmless by the parti es to the engagement letter 
for its conclusions reached pursuant thereto, subje ct to exceptions for gross 
negligence and willful misconduct, and that require s the Geothermal Consultant 
to act objectively, with no bias toward any party. Notwithstanding anything to 
the contrary set forth in the foregoing, the partie s agree and acknowledge that 
the Lessee shall have the right to (i) withdraw fun ds from the Well Maintenance 
Reserve Account in accordance with Section 5.4 of t he Depositary Agreement 
without regard to the provisions of this Section 5. 34 and (ii) make any 
expenditures necessary in connection with addressin g any safety or regulatory 
issues that 
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require immediate action. The Lessee and the Equity  Investor shall promptly 
provide the Indenture Trustee with a copy of each d ocument delivered under this 
Section 5.34. 
 
SECTION 6. COVENANTS OF THE TRUST COMPANY AND THE OWNER LESSOR 
 
     Section 6.1. Compliance with the LLC Agreement . The Trust Company in its 
capacity as the Owner Manager, hereby covenants and  agrees that it will: 
 
               (a) comply with all of the terms of the LLC Agreement applicable 
to it; and 
 
               (b) not amend, supplement, or otherw ise modify Sections 1, 2.5, 
5, 8, 9, 10, 12.1, 13, 14, 15.2 and 15.3 of the LLC  Agreement without the prior 
written consent of (i) so long as the Project Lease  has not terminated or 
expired and no Lease Event of Default has occurred and is continuing, the 
Lessee, and (ii) so long as the Lien of the Indentu re has not been terminated 
and fully discharged, the Indenture Trustee. 
 
     Section 6.2. Owner Lessor's Liens. Each of the  Trust Company and the Owner 
Lessor hereby severally and not jointly covenants t hat it will not directly or 
indirectly create, incur, assume or suffer to exist  any Owner Lessor's Lien 
created by or through it or its Affiliates (other t han in the case of the Owner 
Lessor, the Equity Investor) and will promptly noti fy the Lessee, the Equity 
Investor and, so long as the Lien of the Indenture has not been terminated and 
fully discharged, the Indenture Trustee of the impo sition of any such Lien of 
which it has Actual Knowledge and shall promptly, a t its own expense, take such 
action as may be necessary to duly discharge such O wner Lessor's Lien created by 
or through to it or its Affiliates (other than, in the case of the Owner Lessor, 
the Equity Investor). 
 
     Section 6.3. Amendments to Operative Documents . Each of the Trust Company 
and the Owner Lessor hereby severally and not joint ly covenants that it will not 
unless such action is expressly permitted by the Op erative Documents (a) through 
its own action, terminate any Operative Document to  which it is a party, (b) 
amend, supplement, waive or modify (or consent to a ny such amendment, 
supplement, waiver or modification) of such Operati ve Documents in any manner or 
(c) except as provided in Section 11 hereof or Sect ion 2.10 of the Indenture, 
take any action to prepay or refund the Notes or am end any of the payment terms 
of the Notes without, in each case, the prior writt en consent of (i) so long as 
the Project Lease has not terminated or expired and  no Lease Event of Default 



shall have occurred and be continuing, the Lessee, or, (ii) in the case of 
clause (a) or (b), so long as the Lien of the Inden ture has not been terminated 
and fully discharged, the Indenture Trustee (except  with respect to Excepted 
Payments). Notwithstanding the foregoing, prior to any assumption of the Notes 
by the Equity 
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Investor pursuant to Section 11.4, the Owner Lessor  will not, so long as no 
Lease Event of Default shall have occurred and be c ontinuing and no 
dispossessory remedies are being exercised, exercis e its option to repay the 
Notes pursuant to Section 2.10 of the Indenture pri or to maturity without the 
consent of the Lessee. 
 
     Section 6.4. Transfer of the Owner Lessor's Le asehold Interest. Other than 
as contemplated by the Operative Documents, the Own er Lessor covenants that it 
will not assign, pledge, sell, lease, convey or oth erwise transfer any of its 
then existing right, title or interest in and to th e Owner Lessor's Leasehold 
Interest, the Lessor Estate, or its rights in the R eal Estate Documents or the 
other Operative Documents without the prior written  consent of the Lessee, (so 
long as no Lease Event of Default shall have occurr ed and be continuing and no 
dispossessory remedies are being exercised), the Eq uity Investor and, so long as 
the Lien of the Indenture has not been terminated a nd fully discharged, the 
Indenture Trustee. Nothing in this Section 6.4 shal l limit the ability of the 
Equity Investor to appoint a successor Owner Manage r pursuant to Section 12 of 
the LLC Agreement. 
 
     Section 6.5. Owner Lessor; Lessor Estate. The Owner Manager covenants that 
it will not voluntarily take any action to subject the Owner Lessor or the 
Lessor Estate to the provisions of any applicable b ankruptcy or insolvency law 
(as now or hereafter in effect). 
 
     Section 6.6. Limitation on Indebtedness and Ac tions. The Owner Lessor 
covenants that it will not incur any Indebtedness o r enter into any business or 
activity except as required or expressly permitted or contemplated by any 
Operative Document and the LLC Agreement. 
 
     Section 6.7. Change of Jurisdiction of Organiz ation. The Owner Lessor shall 
give the Equity Investor, the Lessee and, so long a s the Lien of the Indenture 
has not been fully terminated and fully discharged,  the Indenture Trustee not 
less than 30 days' prior written notice of any chan ge in the jurisdiction of 
organization of the Owner Lessor from the jurisdict ion set forth in Section 
3.2(a) and of any change in its name. 
 
     Section 6.8. Approvals in Writing. If and to t he extent approval or 
direction is required at any time from the Owner Le ssor under the Operative 
Documents or otherwise, the Owner Lessor shall only  give such approval or 
direction in writing. 
 
     Section 6.9. Warranties of the Trust Company. Upon the sale of the Project 
pursuant to Section 10, 13, 14 or 22 of the Project  Lease, the Trust Company 
agrees to provide a warranty that the Owner Lessor' s Leasehold Interest being 
transferred by the Owner Lessor is being transferre d free and clear of all Owner 
Lessor's Liens created by or through the Trust Comp any and any of its 
Affiliates. 
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SECTION 7. COVENANTS OF THE EQUITY INVESTOR 
 



     Section 7.1. Restrictions on Transfer of Membe r Interest. (a) The Equity 
Investor covenants and agrees that during the Proje ct Lease Term it shall not, 
directly or indirectly, assign, convey or transfer any of its right, title or 
interest in the Member Interest without the prior w ritten consent of the Lessee 
(so long as no Lease Event of Default shall have oc curred and be continuing and 
no dispossessory remedies are being exercised), and , so long as the Lien of the 
Indenture has not been terminated and fully dischar ged, without the prior 
written consent of the Indenture Trustee; provided,  however, that the Equity 
Investor may assign, convey or transfer all (but no t less than all) of its 
interest in the Member Interest without such consen t to a Person (the "Equity 
Investor Transferee") that shall assume the duties and obligations of the Equity 
Investor under the Operative Documents pursuant to a Transfer Agreement 
substantially in the form of Exhibit F hereto, or o therwise in form and 
substance reasonably satisfactory to the Lessee (so  long as no Lease Event of 
Default shall have occurred and be continuing and n o dispossessory remedies are 
being exercised) and, so long as the Lien of the In denture shall not have been 
terminated and fully discharged, the Indenture Trus tee, if the following 
conditions shall have been satisfied: 
 
                    (i) prior written notice has be en delivered to the Lessee 
     (so long as no Lease Event of Default shall ha ve occurred and be continuing 
     and no dispossessory remedies are being exerci sed) and the Indenture 
     Trustee in accordance with clause (e) below; 
 
                    (ii) the Lessee (so long as no Lease Event of Default shall 
     have occurred and be continuing and no disposs essory remedies are being 
     exercised), and, so long as the Lien of the In denture shall not have been 
     terminated and fully discharged, the Indenture  Trustee shall have received 
     an opinion of counsel of the Equity Investor T ransferee, which opinion is 
     reasonably satisfactory to the Lessee (so long  as no Lease Event of Default 
     shall have occurred and be continuing and no d ispossessory remedies are 
     being exercised), and, so long as the Lien of the Indenture shall not have 
     been terminated and fully discharged, the Inde nture Trustee, confirming (A) 
     that all regulatory approvals required in conn ection with such transfer or 
     necessary for the Equity Investor Transferee t o assume the Equity 
     Investor's obligations under the Operative Doc uments shall have been 
     obtained, (B) the existence, power and authori ty of, and due authorization, 
     execution and delivery of all relevant documen tation by, the Equity 
     Investor Transferee and the Equity Investor Gu arantor and (C) that each of 
     the Transfer Agreement and the Equity Investor  Guaranty referred to below 
     is the legal, valid, binding and enforceable o bligation of the Equity 
     Investor Transferee or the Equity Investor Gua rantor, as appropriate 
     (subject to customary qualifications as to ban kruptcy 
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     and equitable principles), and the Indenture T rustee and the Noteholders 
     shall have received a copy of, and be permitte d to rely upon, such opinion; 
 
                    (iii) the Equity Investor Trans feree shall be a "United 
     States Person" within the meaning of section 7 701(a)(30) of the Code; 
 
                    (iv) the Equity Investor Transf eree shall be Solvent; 
 
                    (v) the Equity Investor Transfe ree shall be either (A) a 
     directly or indirectly wholly-owned Affiliate of the Equity Investor that 
     does not otherwise qualify under clause (B) be low, provided that all of the 
     payment and performance obligations of the Equ ity Investor Transferee under 
     the Operative Documents shall be guaranteed by  the Equity Investor 
     (pursuant to an Equity Investor Guaranty subst antially in the form of 
     Exhibit G hereto or otherwise in form and subs tance reasonably satisfactory 
     to the Lessee (so long as no Lease Event of De fault shall have occurred and 
     be continuing and no dispossessory remedies ar e being exercised) and, so 



     long as the Lien of the Indenture shall not ha ve been terminated and fully 
     discharged, the Indenture Trustee), or (B) a P erson that has, or the 
     payment and performance obligations of which w ith respect to the interest 
     being transferred under the Operative Document s are guaranteed (pursuant to 
     an Equity Investor Guaranty substantially in t he form of Exhibit G hereto 
     or otherwise in form and substance reasonably satisfactory to the Lessee 
     (so long as no Lease Event of Default shall ha ve occurred and be continuing 
     and no dispossessory remedies are being exerci sed) and, so long as the Lien 
     of the Indenture shall not have been terminate d and fully discharged, the 
     Indenture Trustee) by an Equity Investor Guara ntor that has, a tangible net 
     worth of at least $50,000,000; 
 
                    (vi) such transfer is in compli ance with the Securities Act; 
 
                    (vii) (A) with respect to a tra nsfer by the initial Equity 
     Investor (or any Affiliate thereof), the Equit y Investor Transferee is not 
     itself, nor is any of its Affiliates, a Compet itor of the Lessee or an 
     Affiliate thereof, (B) neither the Equity Inve stor Transferee nor any 
     Affiliate of the Equity Investor Transferee sh all be in material litigation 
     with the Lessee or any Affiliate thereof, and (C) no Noteholder shall be 
     prohibited from transacting business with the Equity Investor Transferee or 
     any Affiliate of the Equity Investor Transfere e. 
 
               (b) For purposes of the preceding Se ction 7.1(a), a "Competitor" 
of the Lessee or any Affiliate thereof shall be an entity, or an Affiliate 
thereof, that is engaged in the generation of geoth ermal energy, but excluding 
for this purpose any entity (i) that owns any such generation facility in a 
passive capacity (such as, e.g., the interests 
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owned by the Owner Lessor or the Equity Investor in  the Project), either 
directly or through a partnership, limited liabilit y company or other investment 
vehicle, so long as such entity does not have any A ffiliates that are engaged in 
the generation of geothermal energy (unless referre d to in clause (ii) hereof) 
or (ii) whose ownership of any such generating faci lity is incidental to its 
principal line of business. 
 
               (c) Notwithstanding anything to the contrary contained herein, 
any transfer by the Equity Investor of any portion of the Member Interest shall 
include a transfer of an interest in any direct or indirect parent of the Equity 
Investor up to but excluding the Equity Investor; p rovided, that, as long as any 
required Equity Investor Guaranty remains in full f orce and effect, the transfer 
restrictions set forth in clause (a)(vii) will not apply to any transfers of an 
interest in such direct or indirect parent of the E quity Investor to other 
entities that are at all times wholly owned, direct ly or indirectly, by a parent 
of the Equity Investor. 
 
               (d) The Lessee shall not be responsi ble for any Taxes arising out 
of or caused by any transfer pursuant to (or in bre ach of) this Section 7.1 and 
the Pricing Assumptions shall not be changed as a r esult of any such transfer. 
 
               (e) The Equity Investor shall give t he Owner Lessor, the Lessee 
(so long as no Lease Event of Default shall have oc curred and be continuing and 
no dispossessory remedies are being exercised) and,  so long as the Lien of the 
Indenture has not been terminated and fully dischar ged, the Indenture Trustee no 
more than ninety (90) days' and no less than thirty  (30) days' (or fifteen (15) 
days' in the case of a transfer to an Affiliate of the Equity Investor) prior 
written notice of any transfer pursuant to this Sec tion 7.1. Such written notice 
shall be in the form of a certificate stating the n ame and address of any 
proposed Equity Investor Transferee and that the pr oposed transfer satisfies the 
requirements of this Section 7.1. If requested by t he Equity Investor or the 
Indenture Trustee, the Lessee will acknowledge qual ifying transfers. 



 
               (f) All reasonable, documented out-o f-pocket costs, fees and 
expenses of the Indenture Trustee, the Noteholders,  the Lessee and the Owner 
Lessor, including reasonable attorneys' fees and ex penses in connection with any 
such transfer or proposed transfer, including any o f the foregoing relating to 
any amendments to the Operative Documents required in connection therewith, 
shall be paid by the Equity Investor, without any r ight of indemnification from 
the Lessee or any other Person; provided, however, that the Equity Investor 
shall have no obligation to pay such costs, fees or  expenses incurred by the 
Lessee as a result of any transfer while a Signific ant Lease Default or Lease 
Event of Default is continuing. 
 
               (g) Upon any such transfer in compli ance with this Section 7.1, 
(i) such Equity Investor Transferee shall (x) be de emed the "Equity Investor" 
for all 
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purposes, and (y) enjoy the rights and privileges a nd perform the obligations of 
the Equity Investor hereunder and under the Transfe r Agreement, the Equity 
Investor Guaranty and each other Operative Document  to which the Equity Investor 
is a party, and each reference in this Agreement, t he Transfer Agreement, the 
Equity Investor Guaranty and each other Operative D ocument to the "Equity 
Investor" shall thereafter be deemed to include suc h Equity Investor Transferee 
for all purposes and (ii) the transferring Equity I nvestor and the Equity 
Investor Guarantor of such transferring Equity Inve stor's obligations shall be 
released from all obligations hereunder and under e ach other Operative Document 
to which such transferring Equity Investor or its E quity Investor Guarantor is a 
party or by which such transferring Equity Investor  and its Equity Investor 
Guarantor is bound; provided, however, that in no e vent shall any such transfer 
waive or release the transferring Equity Investor o r its Equity Investor 
Guarantor from any liability existing immediately p rior to or occurring 
simultaneously with such transfer, including its ob ligations referenced in 
paragraph (f) above. 
 
     Section 7.2. Equity Investor's Liens. The Equi ty Investor covenants that it 
will not directly or indirectly create, incur, assu me or suffer to exist any 
Equity Investor's Lien and the Equity Investor shal l promptly notify the Lessee 
and the Indenture Trustee of the imposition of any such Lien of which the Equity 
Investor has Actual Knowledge and shall promptly, a t its own expense, take such 
action as may be necessary to duly discharge such E quity Investor's Lien. 
 
     Section 7.3. Amendments or Revocation of LLC A greement. Notwithstanding 
anything to the contrary contained in the LLC Agree ment, the Equity Investor 
covenants that it will not (a) amend, supplement, o r otherwise modify (i) any 
section of the LLC Agreement if such amendment, sup plement or modification would 
materially adversely affect the Lessee, the Indentu re Trustee or the Noteholders 
or (ii) Sections 1, 2.5, 5, 8, 9, 10, 12.1, 13, 14,  15.2 and 15.3 of the LLC 
Agreement (in each case, except for amendments requ ired by the Operative 
Documents or by Applicable Laws) without the prior written consent of (x) so 
long as the Lease has not terminated or expired and  no Lease Event of Default 
has occurred and is continuing, the Lessee, and (y)  so long as the Lien of the 
Indenture has not been terminated and fully dischar ged, the Indenture Trustee, 
or (b) rescind, or otherwise waive compliance with or terminate the LLC 
Agreement without the prior written consent of (x) so long as the Lease has not 
terminated or expired and no Lease Event of Default  has occurred and is 
continuing, the Lessee, and (y) so long as the Lien  of the Indenture has not 
been terminated and fully discharged, the Indenture  Trustee. 
 
     Section 7.4. Bankruptcy Filings. The Equity In vestor agrees that it will 
not file a petition, or join in the filing of a pet ition, seeking 
reorganization, arrangement, adjustment or composit ion of, or in respect of, the 
Owner Lessor under the Bankruptcy Code, or any othe r applicable federal or state 



law or the law of the District of Columbia. 
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     Section 7.5. Instructions. The Equity Investor  agrees that it will not 
instruct the Owner Lessor to take any action prohib ited by this Agreement or any 
other Operative Document. 
 
     Section 7.6. Appointment of Successor Owner Ma nager. Notwithstanding any 
other provision of this Agreement, a successor Owne r Manager shall not be 
appointed by the Equity Investor without the consen t of the Lessee, so long as 
no Lease Event of Default has occurred and is conti nuing (such consent not to be 
unreasonably withheld or delayed) and, so long as t he Lien of the Indenture has 
not been terminated and fully discharged, the Inden ture Trustee, unless (a) such 
successor Owner Manager meets the requirements of t he LLC Agreement and has a 
combined capital and surplus or tangible net worth of at least $150,000,000, and 
(b) the Lessee (so long as no Lease Event of Defaul t shall have occurred and be 
continuing and no dispossessory remedies are being exercised), and the Indenture 
Trustee, so long as the Lien of the Indenture shall  not have been terminated and 
fully discharged, shall have received at the expens e of the Equity Investor (i) 
an opinion or opinions of counsel, such counsel and  such opinion to be 
reasonably acceptable to such parties, to the effec t that no regulatory consents 
or approvals are required, or (ii) such other evide nce thereof as is reasonably 
satisfactory to the Lessee, so long as no Lease Eve nt of Default has occurred 
and is continuing, and, so long as the Lien of the Indenture shall not have been 
terminated and fully discharged, the Indenture Trus tee; provided, however, that 
if the Trust Company resigns as Owner Manager, is t erminated for cause, or shall 
become incapable of acting as Owner Manager or shal l be adjudged a bankrupt or 
insolvent or a receiver of the Owner Manager or its  properties shall be 
appointed or any public officer shall take charge o r control of the Owner 
Manager or its property or affairs for the purpose of rehabilitation, 
conservation or liquidation, the opinion required b y clause (c) shall be at the 
expense of the Lessee. 
 
SECTION 8. COVENANTS OF THE INDENTURE TRUSTEE AND N OTEHOLDERS 
 
               (a) The Indenture Trustee will not d irectly or indirectly create, 
incur, assume or suffer to exist any Indenture Trus tee's Lien, and will promptly 
notify the Equity Investor, the Owner Lessor, the N oteholders and the Lessee of 
the imposition of any such Lien of which it has Act ual Knowledge and shall 
promptly, at its own expense, take such action as m ay be necessary to duly 
discharge such Indenture Trustee's Lien. 
 
               (b) The Indenture Trustee shall, at the written request and 
expense of the Lessee, execute and deliver to the L essee and cooperate with the 
Lessee to cause to be filed, if not already filed, such financing statements or 
other documents and such continuation statements or  other documents with respect 
to financing statements or other documents previous ly filed relating to the Lien 
created by the Indenture on the Indenture Estate as  may be supplied to the 
Indenture Trustee by the Lessee. The Indenture Trus tee 
 
 
                                       55 
 
 
 
shall promptly provide to the Lessee and the Owner Lessor copies of all 
financing statements caused to be filed by it. 
 
               (c) Each Noteholder hereby severally  covenants and agrees that in 
no event shall such Noteholder transfer any Senior Note (or any beneficial 
interest in any Senior Note) to the Lessee or knowi ngly transfer any Senior Note 
or beneficial interest therein to any Affiliate of the Lessee, in each case 



without the consent of the Equity Investor. 
 
               (d) Each Noteholder hereby severally  covenants and agrees that 
such Noteholder will not transfer any Senior Note ( or any beneficial interest in 
any Senior Note) it holds, except in compliance wit h Section 2.8 of the 
Indenture. 
 
SECTION 9. INDEMNIFICATION 
 
     Section 9.1. General Indemnity. 
 
               (a) Claims Indemnified. Subject to t he exclusions stated in 
Section 9.1(b) below, the Lessee hereby indemnifies  each Noteholder, the 
Indenture Trustee, the Owner Lessor, the Owner Mana ger, the Trust Company and 
the Equity Investor, their respective Affiliates (a nd the respective agents, 
employees, servants, directors, members and shareho lders of each such Person 
and, for purposes of Section 9.2, all affiliates an d any members of any 
combined, consolidated and/or unitary return) (each  an "Indemnitee")) for, holds 
each such Indemnitee harmless from, and defends eac h such Indemnitee against, 
all Claims that may be imposed on, incurred or suff ered by or asserted against 
such Indemnitee in any way arising out of, in conne ction with, or relating to, 
any of the following: 
 
                    (i) the construction, financing  (including the offering or 
     sale of the Senior Notes), refinancing, acquis ition, operation, use, 
     non-use, warranty, ownership, possession, main tenance, repair, lease, 
     condition, alteration, modification, restorati on, refurbishing, return, 
     purchase, sale or other disposition, insuring,  sublease, or other use of 
     the Project, the Project Site, the Geothermal Resource, the Project 
     Document Interest or any Component or any port ion thereof or any interest 
     therein; 
 
                    (ii) the conduct of the busines s or affairs of the Lessee; 
 
                    (iii) the manufacture, design, purchase, acceptance, 
     rejection, delivery or condition of, or improv ement to, the Project, the 
     Project Site, any Component or any Modificatio n, or any portion of any 
     thereof or any interest therein; 
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                    (iv) the Project Lease, the Pow er Plant Sublease, the 
     Sublease of Power Plant Sublease, the Sub-Gran t of Delivery System Grant of 
     Easements or any other Operative Document or t he performance or enforcement 
     of any terms thereof; 
 
                    (v) the Environmental Condition  of the Project, the Project 
     Site or any portion or Component thereof or an y Release or threatened 
     Release of Hazardous Materials from the Projec t, the Project Site or any 
     portion or Component thereof or the Master Sur face Lease; 
 
                    (vi) the offer, issuance, sale,  acquisition or delivery of 
     the Senior Notes or any Additional Senior Note s; 
 
                    (vii) the offer, sale or delive ry of all or a portion of the 
     Member Interest by the Equity Investor; 
 
                    (viii) the reasonable costs and  expenses of each Indemnitee 
     in connection with any amendment, supplement, modification to, or any 
     waiver to the Operative Documents (whether or not actually entered into); 
 
                    (ix) the imposition of any Lien  other than, with respect to 
     a particular Indemnitee, a Lien arising by or through such Indemnitee or a 



     Related Party (or any of their agents, employe es, servants or Affiliates) 
     that is prohibited under the terms of the Oper ative Documents; 
 
                    (x) any violation by, or liabil ity relating to, the Lessee 
     of, or under, any Applicable Law (including En vironmental Laws), whether 
     now or hereafter in effect or any action of an y Governmental Entity or 
     other Person taken with respect to the Project , the Geothermal Resource or 
     the Project Site, the Operative Documents or t he interests of the Indenture 
     Trustee, the Noteholders, the Owner Lessor or the Equity Investor under the 
     Operative Documents or the presence, or use, s torage, transportation, 
     treatment, disposal, generation, manufacture, Release or threatened Release 
     of any Hazardous Materials in, at, under or fr om the Project or the Project 
     Site or any portion or Component thereof; 
 
                    (xi) responding with respect to  the Transaction to any 
     subpoenas, document requests or other inquirie s of Government Authorities 
     relating to any party to the Transaction other  than such Indemnitee; 
 
                    (xii) the non-performance or br each by the Lessee or the 
     Pledgor of any obligation contained in this Ag reement or any other 
     Operative Document 
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     or the falsity or inaccuracy of any representa tion or warranty of the 
     Lessee or the Pledgor contained in this Agreem ent or any other Operative 
     Document; 
 
                    (xiii) the continuing fees (if any) and expenses of the 
     Owner Manager, the Indenture Trustee, the Note holders and the Depositary 
     Bank (including the reasonable fees and expens es of their respective 
     counsel, accountants and other professional pe rsons) arising out of their 
     acceptance of the Operative Documents and the discharge of their respective 
     duties under or in connection with the Operati ve Documents; and 
 
                    (xiv) in any other way relating  to the Project, the Project 
     Site or the Project Document Interest. 
 
               (b) Claims Excluded. Any Claim, to t he extent (but only to the 
extent) (A) attributable to, (B) arising as a resul t of or (C) such Claim would 
not have occurred but for, any of the following, is  excluded from the Lessee's 
agreement to indemnify the appropriate Indemnitee u nder this Section 9.1: 
 
                    (i) acts, omissions or events ( including violation of or 
     change in law or any change in the Environment al Condition of the Project 
     or the Project Site or any portion or Componen t thereof, or the use, 
     storage, transportation, treatment or manufact ure of any Hazardous Material 
     in, at, under or from the Project or the Proje ct Site) occurring after 
     expiration or early termination of the Project  Lease and, where required by 
     the Project Lease, Sublease of Power Plant Sub lease or the Sub-Grant of 
     Delivery System Grant of Easements, surrender to the Owner Lessor or its 
     successor of the Lessee's interest in the Proj ect in compliance with the 
     provisions of the Project Lease and of the Les see's subleasehold interest 
     in the Project Site in accordance with the pro visions of the Sublease of 
     Power Plant Sublease and the Sub-Grant of Deli very System Grant of 
     Easements, as the case may be; 
 
                    (ii) with respect to a particul ar Indemnitee and Related 
     Parties, any offer, sale, assignment, transfer  or other disposition 
     (voluntary or involuntary) by or on behalf of (A) in the case of the Equity 
     Investor, the Equity Investor of any of its in terest in the Member 
     Interest, (B) in the case of the Owner Lessor,  if such action is taken at 
     the written direction of the Equity Investor, the Equity Investor and 



     Related Parties, the Owner Lessor of all or an y of its interest in the 
     Owner Lessor's Leasehold Interest, or (C) in t he case of the Indenture 
     Trustee or the Noteholders of any of their res pective interests in the 
     Senior Notes, unless in any of the foregoing c ases such transfer is 
     required by the terms of the Operative Documen ts or occurs in connection 
     with the exercise of remedies following the 
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     occurrence and continuance of a Lease Event of  Default and no dispossessory 
     remedies are being exercised; 
 
                    (iii) in the case of any Indemn itee, fraud, gross negligence 
     or willful misconduct of such Indemnitee or a Related Party of the 
     Indemnitee seeking indemnification; 
 
                    (iv) [Intentionally Omitted]; 
 
                    (v) with respect to any Indemni tee, the breach of any 
     agreement, covenant, representation or warrant y of, such Indemnitee (or a 
     Related Party of such Indemnitee) seeking inde mnification set forth in the 
     Operative Documents unless attributable to a b reach by the Lessee of its 
     obligations under the Operative Documents; 
 
                    (vi) any obligation or liabilit y expressly borne, assumed or 
     to be paid in any Operative Document by the In demnitee (or a Related Party 
     of such Indemnitee) seeking indemnification; 
 
                    (vii) with respect to any Indem nitee (other than the 
     Indenture Trustee and the Noteholders), any Cl aim constituting or arising 
     from an Owner Lessor's Lien created by or thro ugh such Indemnitee or to a 
     Related Party of such Indemnitee (excluding fo r the purpose of this 
     paragraph the liens created pursuant to the In denture); 
 
                    (viii) except to make payments on an After-Tax Basis, any 
     Claim that is a Tax, or is a cost of contestin g a Tax imposed on such 
     Indemnitee or an Affiliate thereof, whether or  not the Lessee is required 
     to indemnify therefor under Section 9.2 or the  Tax Indemnity Agreement; 
 
                    (ix) any failure by the Owner M anager to distribute in 
     accordance with the LLC Agreement any amounts received and distributable 
     thereunder; 
 
                    (x) any amendment, supplement, modification or waiver to a 
     Financing Document not requested by the Lessee  or not required by any 
     Financing Document or by Applicable Law, excep t during and executed in 
     connection with a Lease Event of Default; 
 
                    (xi) any Claim that constitutes  principal and/or interest on 
     the Senior Notes; and 
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                    (xii) with respect to the Owner  Lessor, the Owner Manager 
     and the Equity Investor only, any Claim result ing from any Indenture Event 
     of Default not caused by or attributable to a Lease Event of Default; 
 
provided that the terms "omission," "negligence," " gross negligence" and 
"willful misconduct," when applied with respect to the Owner Manager, the Trust 
Company, the Equity Investor, the Owner Lessor, the  Indenture Trustee, the 



Noteholders or any Affiliate of any thereof, shall not include any liability 
imputed as a matter of law to such Indemnitee solel y by reason of any such 
entity's interest in the Project, the Project Site or the Geothermal Resource or 
the Project Document Interest or any such Indemnite e's failure to act in respect 
of matters which are or were the obligation of the Lessee under this Agreement 
or any other Operative Document. 
 
               (c) Insured Claims. Subject to the p rovisions of Section 9.1(e), 
in the case of any Claim indemnified by the Lessee hereunder which is covered by 
a policy of insurance maintained by the Lessee, eac h Indemnitee agrees, unless 
it and each other Indemnitee shall waive its rights  to indemnification (for 
itself and each Related Party thereto) in a manner reasonably acceptable to the 
Lessee, to cooperate, at the sole cost and expense of the Lessee, with insurers 
in exercise of their rights to investigate, defend or compromise such Claim. 
 
               (d) After-Tax Basis. The Lessee agre es that any payment or 
indemnity pursuant to this Section 9.1 in respect o f any Claim shall be made on 
an After-Tax Basis to the Indemnitees. 
 
               (e) Claims Procedure. Each Indemnite e shall promptly after such 
Indemnitee shall have Actual Knowledge thereof noti fy the Lessee of any Claim as 
to which indemnification is sought; provided, that the failure so to notify the 
Lessee shall not reduce or affect the Lessee's liab ility which it may have to 
such Indemnitee under this Section 9.1, and no paym ent hereunder by the Lessee 
to an Indemnitee shall be deemed to constitute a wa iver or release of any right 
or remedy that the Lessee may have against any such  Indemnitee for actual 
damages resulting directly from such failure or del ay of such Indemnitee to give 
the Lessee such notice. Any amount payable to any I ndemnitee pursuant to this 
Section 9.1 and not being contested by the Lessee p ursuant to this Section 
9.1(e) shall be paid within thirty (30) days after receipt of such written 
demand therefor from such Indemnitee, accompanied b y a certificate of such 
Indemnitee stating in reasonable detail the basis f or the indemnification 
thereby sought and (if such Indemnitee is not a par ty hereto) an agreement to be 
bound by the terms of this Section 9 as if such Ind emnitee were such a party. 
The foregoing shall not, however, constitute an obl igation to disclose 
confidential information of any kind without the ex ecution of an appropriate 
confidentiality agreement. Promptly after the Lesse e receives notification of 
such Claim accompanied by a written statement descr ibing in reasonable detail 
the 
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Claims which are the subject of and basis for such indemnity and the computation 
of the amount so payable, the Lessee shall, without  affecting its obligations 
hereunder, notify such Indemnitee whether it intend s to pay, object to, 
compromise or defend any matter involving the asser ted liability of such 
Indemnitee. Any such contest shall be initiated wit hin 30 days after the giving 
of such notice. The Lessee shall have the right to investigate and so long as no 
Significant Lease Default or Lease Event of Default  shall have occurred and be 
continuing, the Lessee shall have the right, in its  sole discretion, to defend, 
or, so long as the Lessee has acknowledged in writi ng its obligation to 
indemnify such Indemnitee with respect thereto, com promise any Claim for which 
indemnification is sought under this Section 9.1; p rovided that no such defense 
or compromise (i) is reasonably likely to involve a ny material danger of 
foreclosure, sale, forfeiture or loss of, or imposi tion of a Lien on any part of 
the Project, the Project Site, the Project Document  Interest, the Lessor Estate 
or the impairment of the Project or (ii) could resu lt in any criminal liability 
being incurred by, or could reasonably be expected to have any material adverse 
effect on, such Indemnitee; provided, further, that  no Claim shall be 
compromised by the Lessee on a basis that admits an y criminal violation or gross 
negligence or willful misconduct on the part of suc h Indemnitee without the 
express written consent of such Indemnitee (which c onsent may be withheld by the 
Indemnitee in its sole discretion); and provided, f urther, that to the extent 



that other Claims unrelated to the transactions con templated by the Operative 
Documents are part of the same proceeding involving  such Claim, the Lessee may 
assume responsibility for the contest or compromise  of such Claim only if the 
same may be and is severed from such other Claims ( and each Indemnitee agrees to 
use reasonable efforts to obtain such a severance).  If the Lessee elects, 
subject to the foregoing, to compromise or defend a ny such asserted liability, 
it may do so at its own expense and by counsel sele cted by it and reasonably 
satisfactory to such Indemnitee. Upon the Lessee's election to compromise or 
defend such asserted liability and notification to such Indemnitee of its intent 
to do so, such Indemnitee shall cooperate at the Le ssee's expense with all 
reasonable requests of the Lessee in connection the rewith and will provide the 
Lessee with all information not within the control of the Lessee as is 
reasonably available to such Indemnitee which the L essee may reasonably request; 
provided, however, that such Indemnitee shall not, unless otherwise required by 
Applicable Law, be obligated to disclose to the Les see or any other Person, or 
permit the Lessee or any other Person to examine (i ) any income tax returns of 
such Indemnitee or (ii) any confidential informatio n or pricing information not 
generally accessible by the public possessed by suc h Indemnitee (and, in the 
event that any such information is made available, the Lessee shall treat such 
information as confidential and shall take all acti ons reasonably requested by 
such Indemnitee for purposes of obtaining a stipula tion from all parties to the 
related proceeding providing for the confidential t reatment of such information 
from all such parties). Where the Lessee, or the in surers under a policy of 
insurance maintained by the Lessee, undertake the d efense of such Indemnitee 
with respect to a Claim (with counsel reasonably sa tisfactory to such 
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Indemnitee in the case of the Lessee or its Affilia tes and without reservation 
of rights against such Indemnitee), no additional l egal fees or expenses of such 
Indemnitee in connection with the defense of such C laim shall be indemnified 
hereunder unless such fees or expenses were incurre d at the request of the 
Lessee or such insurers. Notwithstanding the forego ing, an Indemnitee may 
participate at its own expense in any judicial proc eeding controlled by the 
Lessee pursuant to the preceding provisions, but on ly to the extent that such 
party's participation does not in the reasonable op inion of counsel to the 
Lessee interfere with such control; provided, howev er, that such party's 
participation does not constitute a waiver of the i ndemnification provided in 
this Section 9.1; provided further, that if and to the extent that (i) such 
Indemnitee is advised by counsel in writing that an  actual conflict of interest 
exists where it is advisable for such Indemnitee to  be represented by separate 
counsel or (ii) there is a material risk that such Indemnitee may be indicted or 
otherwise charged in a criminal complaint and such Indemnitee informs the Lessee 
that such Indemnitee desires to be represented by s eparate counsel, such 
Indemnitee shall have the right to control its own defense of such Claim and the 
reasonable fees and expenses of such defense (inclu ding the reasonable fees and 
expenses of such separate counsel) shall be borne b y the Lessee. No Indemnitee 
shall enter into any settlement or other compromise  with respect to any Claim 
without the prior written consent of the Lessee unl ess (i) the Indemnitee waives 
its rights to indemnification hereunder or (ii) the  Lessee has not acknowledged 
its indemnity obligation with respect thereto and t here is a significant risk 
that a default judgment will be entered against suc h Indemnitee. Nothing 
contained in this Section 9.1(e) shall be deemed to  require an Indemnitee to 
contest any Claim or to assume responsibility for o r control of any judicial 
proceeding with respect thereto. The Lessee shall p ay all amounts determined to 
be payable after such contest is completed within 1 5 days after the completion 
of such contest. 
 
               (f) Subrogation. To the extent that a Claim indemnified by the 
Lessee under this Section 9.1 is in fact paid in fu ll by the Lessee or an 
insurer under an insurance policy maintained by the  Lessee, the Lessee or such 
insurer shall be subrogated to the rights and remed ies of the Indemnitee on 
whose behalf such Claim was paid to the extent of s uch payment (other than 



rights of such Indemnitee under insurance policies maintained at its own expense 
or rights of the Owner Manager under the LLC Agreem ent) with respect to the 
transaction or event giving rise to such Claim. Sho uld an Indemnitee receive any 
refund, in whole or in part, with respect to any Cl aim paid by the Lessee 
hereunder, it shall promptly pay over to the Lessee  the lesser of (i) the amount 
refunded reduced by the amount of any Tax incurred by reason of the receipt or 
accrual of such refund and increased by the amount of any Tax saved as a result 
of the payment under this Section 9.1(f) or (ii) th e amount the Lessee or any of 
its insurers has paid in respect of such Claim (inc luding any Tax gross up 
amount). 
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               (g) Minimize Claims. The Equity Inve stor, the Owner Lessor, the 
Owner Manager, and each of the other Transaction Pa rties will, to the extent 
within their control, use their respective reasonab le efforts to minimize Claims 
relating to them, respectively, and indemnifiable b y the Lessee under this 
Section 9.1, including by complying with reasonable  requests by the Lessee to do 
or to refrain from doing any act if such compliance  is of a purely ministerial 
nature or, in the good faith opinion of the Equity Investor, the Owner Lessor, 
the Owner Manager, or such other Transaction Party,  as the case may be, 
otherwise has no material adverse impact on the Equ ity Investor, the Owner 
Lessor, the Owner Manager, or such Transaction Part y, as the case may be, or any 
Affiliate of any thereof or on the business or oper ations of any of the 
foregoing. 
 
     Section 9.2. General Tax Indemnity. 
 
               (a) Indemnity. Except as provided in  Section 9.2(b), the Lessee 
agrees to indemnify on an After-Tax Basis each of t he Indemnitees and to hold 
each Indemnitee harmless from and defend each Indem nitee against all Taxes 
imposed upon or with respect to or borne by or asse rted against any Indemnitee, 
the Lessee, the Project or the Project Site or any portion or Component or 
Modification thereof or any interest therein, or up on any Operative Document or 
interest therein, or otherwise arising out of, in c onnection with or relating 
to, any of the following: 
 
                    (i) the Project, the Project Si te, the Lessor Estate or any 
     Collateral or any part thereof or interest the rein; 
 
                    (ii) the construction, financin g, refinancing, acquisition, 
     operation, warranty, ownership, use, possessio n, maintenance, repair, 
     lease, condition, alteration, modification, re storation, refurbishing, 
     return, purchase, sale or other disposition, i nsuring, sublease, or other 
     use or non-use of the Project or the Project S ite, or any portion or 
     Component or Modification thereof or any inter est therein; 
 
                    (iii) the conduct of the busine ss or affairs of the Lessee 
     or any other operator at or in connection with  the Project or the Project 
     Site; 
 
                    (iv) the manufacture, design, p urchase, acceptance, 
     rejection, delivery or condition of, or improv ement of or to the Project or 
     the Project Site, or any portion or Component thereof or Modification 
     thereto, or any interest therein; 
 
                    (v) the Head Lease or the Proje ct Lease, the Sublease of 
     Power Plant Sublease or the Sub-Sublease of Po wer Plant Sublease or any 
     other Operative Document, the execution or del ivery thereof, or the 
     performance or enforcement of any terms thereo f or any Amendment thereto; 
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                    (vi) the payment of Periodic Le ase Rent, Renewal Lease Rent, 
     Supplemental Lease Rent or any other payment u nder the Project Lease, the 
     Sublease of Power Plant Sublease or the Sub-Su blease of Power Plant 
     Sublease; or 
 
                    (vii) otherwise in connection w ith the transactions 
     contemplated by the Operative Documents or any  document or instrument in 
     connection with the Project related to any Ope rative Document or the 
     exercise of rights or remedies under any Opera tive Document or the 
     enforcement of any Operative Document. 
 
               (b) Excluded Taxes. The indemnity pr ovided for in Section 9.2(a) 
shall not extend to any Tax that is attributable to  or arises as a result of or 
is described in any of the following ( "Excluded Ta xes"): 
 
                    (i) Taxes imposed by the United  States federal government 
     (including income and withholding taxes and an y future value added, 
     consumption or other Taxes resulting from fede ral legislation subsequent to 
     the Closing Date), other than Taxes imposed un der ERISA or under section 
     4975 of the Code; 
 
                    (ii) Taxes imposed by any Unite d States state or local 
     government or the District of Columbia or any possession of the United 
     States or any taxing authority of or in any th ereof on, based on or 
     measured by gross or net income or gross or ne t receipts or capital or net 
     worth, including Taxes in the nature of capita l gain, accumulated earnings, 
     personal holding company, excess profits, succ ession or estate, minimum, 
     alternative minimum, preference, franchise (in cluding those based on 
     capital or net worth, loans or other investmen ts), conduct of business and 
     other similar taxes (other than Taxes that are , or are in the nature of, 
     sales, use, stamp, license, ad valorem, value added, rental or property 
     Taxes, including Hawaii General Excise Taxes),  including Hawaii Corporate 
     Income and Franchise Taxes; 
 
                    (iii) Taxes other than Taxes im posed by the United States or 
     any United States state or local government or  the District of Columbia or 
     any possession of the United States or any tax ing authority of or in any 
     thereof ("U.S. Taxes") that would not have bee n imposed but for the 
     activities of an Indemnitee or any Affiliate t hereof in such jurisdiction 
     unrelated to the transactions contemplated by the Operative Documents or 
     any document or instrument related thereto; 
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                    (iv) Taxes other than U.S. Taxe s to the extent such non-U.S. 
     Taxes are a result of a nexus between the taxi ng jurisdiction and the 
     Indemnitee or an Affiliate that is not attribu table to the transactions 
     contemplated by the Operative Documents; 
 
                    (v) Taxes attributable to any p eriod after the expiration or 
     sooner termination of the Project Lease and, i f required, surrender of the 
     Project to the Owner Lessor or its successor a nd, as to Taxes in respect of 
     the payment of Rent, the payment of all Rent ( or, in the case of the 
     Indenture Trustee, after the repayment of the Senior Notes and all other 
     amounts due and owing the Indenture Trustee an d the Noteholders) other 
     than, in either case, during the exercise of r emedies in connection with a 
     Lease Event of Default; 
 
                    (vi) Taxes imposed on an Indemn itee attributable to or that 
     would not have occurred but for the gross negl igence or willful misconduct 



     of such Indemnitee or any Affiliate thereof; 
 
                    (vii) Taxes imposed on an Indem nitee attributable to or that 
     would not have occurred but for (A) any act or  omission of such Indemnitee 
     or any Affiliate thereof that is expressly pro hibited (or, in the case of a 
     failure to act, required to be performed) by t he Operative Documents or any 
     document or instrument related thereto, or (B)  a breach by such Indemnitee 
     (or any Affiliate thereof) of, or the inaccura cy of any of its 
     representations, warranties or covenants under , any Operative Document, 
     unless, in each case, attributable to the brea ch by the Lessee or any 
     Affiliate thereof of its obligations under a O perative Document; 
 
                    (viii) Taxes attributable to or  that would not have occurred 
     but for any voluntary transfer by the Indemnit ee or any Affiliate thereof 
     (or, in the case of the Equity Investor, by th e Owner Lessor at the written 
     direction of the Equity Investor) other than a  transfer resulting from an 
     exercise by the Lessee of its rights under the  Operative Documents; or any 
     involuntary transfer resulting from a bankrupt cy of such Indemnitee or any 
     Affiliate thereof or a foreclosure by a credit or of such Indemnitee or 
     Affiliate thereof which bankruptcy or foreclos ure is not attributable to 
     the breach by the Lessee or any Affiliate ther eof of its obligations under 
     an Operative Document; 
 
                    (ix) in the case of an Indemnit ee that is the Equity 
     Investor or an Affiliate thereof, Taxes arisin g in connection with Equity 
     Investor's Liens; or in the case of an Indemni tee that is the Owner Lessor 
     or an Affiliate thereof, Taxes arising in conn ection with Owner Lessor's 
     Liens; 
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                    (x) Hawaii General Excise Taxes  imposed on an Indemnitee 
     that is a Noteholder or the Indenture Trustee except to the extent such 
     Taxes are imposed as the result of a change in  Applicable Law after the 
     Closing Date; 
 
                    (xi) Taxes properly included in  Transaction Costs or Head 
     Lease Rent; 
 
                    (xii) Taxes imposed on, based o n, or measured by any 
     compensation that any Owner Lessor, Indenture Trustee, Depositary Bank or 
     Paying Agent receives for its services; 
 
                    (xiii) Taxes imposed on any Ind emnitee attributable to or 
     that would not have occurred but for the Indem nitee's or any Affiliate's 
     being treated as other than a U.S. Person (as defined in section 
     7701(a)(30) of the Code); 
 
                    (xiv) Taxes attributable to or that would not have occurred 
     but for the failure of an Indemnitee or an Aff iliate thereof to comply on a 
     timely basis with certification, information, documentation, reporting or 
     other similar requirements concerning taxation , nationality, residence, 
     identity or connection with the jurisdiction o r other similar matters, 
     provided, that the foregoing exclusion shall o nly apply if such Indemnitee 
     or Affiliate is eligible to comply with such r equirement and shall have 
     been given timely written notice of such requi rement by the Lessee; 
 
                    (xv) Taxes imposed on an Indemn itee to the extent that the 
     Indemnitee's or an Affiliate's breach of its c ontest obligations under 
     Section 9.2(d) precludes the Lessee's ability to contest such Taxes, 
     provided that the Lessee shall have the right to bring suit for damages 
     resulting from any such breach; 
 



                    (xvi) Taxes imposed on any Inde mnitee attributable to or 
     that would not have occurred but for an Amendm ent to any Operative Document 
     which was not requested by the Lessee unless s uch Amendment (A) was 
     required by Applicable Law or the Operative Do cuments, (B) is necessary or 
     appropriate to conform with any Amendment to a ny Operative Document 
     requested by the Lessee in writing or (C) is m ade while a Lease Event of 
     Default shall have occurred and is continuing;  
 
                    (xvii) Taxes imposed under sect ion 4975 of the Code or under 
     ERISA or any comparable law of any Governmenta l Entity resulting from (A) a 
     breach by such Indemnitee of any representatio n, warranty or covenant made 
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     hereunder or (B) a violation of Sections 406(b ) of ERISA or Section 
     4975(c)(1)(E) or (F) of the Code by such Indem nitee; and 
 
                    (xviii) Penalties, additions to  Tax or interest imposed on 
     an Indemnitee attributable to such Indemnitee' s or any Affiliate's failure 
     to comply with any requirements imposed on it under section 6011, 6111 or 
     6112 of the Code or the Treasury Regulations t hereunder, unless such 
     failure results from the Lessee's breach of Se ction 9.2(f)(ii). 
 
          Notwithstanding the foregoing exclusions in this Section 9.2(b), no 
exclusions shall apply to the determination of amou nts needed to make a payment 
on an After-Tax Basis. 
 
               (c) Payment. 
 
                    (i) No Tax that is being contes ted in good faith in an 
     appropriate proceeding shall be payable while such proceeding is pending or 
     subject to any appeal pending a final judgment , subject to the Equity 
     Investor's right to obtain a Tax Advance in ac cordance with Section 
     9.2(d)(iii)(4). 
 
                    (ii) So long as no Lease Event of Default and, in the case 
     of the Noteholders, no Indenture Event of Defa ult, is continuing, each 
     Indemnitee will pay to the Lessee, without dup lication, up to the amount of 
     the indemnity paid by the Lessee, (1) any refu nd of amounts with respect to 
     which the Lessee has made a general tax indemn ity payment, and (2) any 
     current tax benefit realized by the Indemnitee  in connection with the 
     payment under clause (1) and this clause (2) ( net of any current Taxes 
     payable by the Indemnitee in respect of such r efund). To the extent the 
     aggregate amount computed pursuant to clauses (1) and (2) is in excess of 
     the indemnity previously paid by the Lessee, s uch excess shall be used as 
     an offset against future general tax indemnity  payments, if any, owed by 
     the Lessee to the Indemnitee. Any subsequent l oss of any such refund or tax 
     benefit shall be an indemnified Tax hereunder without regard to the 
     exclusions in Section 9.2(b). In calculating t ax losses and benefits, each 
     Indemnitee shall be presumed to be subject to federal, state and local 
     income tax at the highest marginal tax bracket s applicable to the 
     Indemnitee, taking into account the deductibil ity of state and local taxes 
     for federal income tax purposes and the inclus ion, if any, for federal 
     income tax purposes, of the refund referred to  in clause (1) above. 
 
                    (iii) If, in connection with a refund or credit of all or 
     part of any Taxes paid, reimbursed or advanced  by the Lessee pursuant to 
     this Section 9.2, an Indemnitee receives an am ount representing interest on 
     such refund or credit (or would have received such an amount but for offset 
     by unrelated matters), the 
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     Indemnitee promptly shall pay to the Lessee th e amount of such interest 
     that shall be fairly attributable to such Taxe s paid, reimbursed or 
     advanced by the Lessee (net of Taxes payable i n respect of the receipt or 
     accrual of such interest to the extent the pay ment of such interest by the 
     Indemnitee to the Lessee is not deductible for  purposes of such Tax). 
 
                    (iv) Each payment required to b e made by the Lessee to an 
     Indemnitee pursuant to this Section 9.2 shall be paid either (1) when due 
     directly to the applicable taxing authority, b y the Lessee if it is 
     permitted to do so, or (2) where direct paymen t is not permitted and with 
     respect to gross up amounts, in immediately av ailable funds to such 
     Indemnitee by the later of (A) 30 days followi ng the Lessee's receipt of 
     the Indemnitee's written demand for the paymen t (which demand shall be 
     accompanied by a statement of the Indemnitee d escribing in reasonable 
     detail the Taxes for which the Indemnitee is d emanding indemnity and the 
     computation of such Taxes), (B) in the case of  amounts which are being 
     contested pursuant to Section 9.2(d), at the t ime and in accordance with a 
     final determination of such contest or (C) in the case of any indemnity 
     demand for which the Lessee has requested revi ew and determination pursuant 
     to Section 9.2(c)(v), the completion of such r eview and determination; 
     provided, however, in no event later than the date which is two Business 
     Days prior to the date on which such Taxes are  required to be paid to the 
     applicable taxing authority (but subject to th e Lessee's option under 
     Section 9.2(d)(iii)(4) hereof). 
 
                    (v) The Lessee may request in w riting that an independent 
     public accounting firm (which, in the case of the Noteholders, shall be the 
     regular outside auditing firm used by each Not eholder) selected by the 
     Indemnitee and reasonably acceptable to the Le ssee review and determine the 
     amount of any indemnity payment by the Lessee to the Indemnitee pursuant to 
     this Section 9.2 (including any tax savings of  the Equity Investor 
     associated with any indemnity obligation pursu ant to this Section 9.2) or 
     any payment by an Indemnitee to the Lessee pur suant to Section 9.2(c)(ii). 
     The Lessee and the Indemnitee shall cooperate with such accounting firm and 
     supply it with all information (other than inc ome tax returns) reasonably 
     necessary for the accounting firm to conduct s uch review and determination, 
     provided that such accounting firm shall agree  in writing in a manner 
     satisfactory to the Indemnitee to maintain the  confidentiality of such 
     information. The fees and disbursements of suc h accounting firm will be 
     paid by the Lessee; provided that such fees an d disbursements will be paid 
     by the Indemnitee if the verification results in an adjustment in the 
     Lessee's favor of five percent or more of the present value of indemnity 
     payment or payments computed by the Indemnitee  (determined using the 
     Discount Rate). In the event such accounting f irm determines that such 
     computations are incorrect, then such firm sha ll determine what it believes 
     to be the correct computations. The computatio ns 
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     of the accounting firm shall be final, binding  and conclusive upon the 
     Lessee and the Indemnitee (absent manifest err or). The parties hereto agree 
     that the accounting firm's sole responsibility  shall be to verify the 
     computation of any payment pursuant to this Se ction 9.2(c) and that matters 
     of interpretation of this Participation Agreem ent or any other Operative 
     Document or applicable law are not within the scope of the accounting 
     firm's responsibility. Such accounting firm sh all be requested to make its 
     determination within 30 days. 
 
                    (vi) If the Lessee has paid an indemnity to an Indemnitee 
     pursuant to Section 9.1 or 9.2 (which payment shall include any Tax Advance 



     to the extent applied toward such indemnity), or if the Lessee has paid to 
     an Indemnitee an amount needed to make a payme nt on an After-Tax Basis, and 
     such Indemnitee realizes (or would have realiz ed had such Indemnitee had 
     sufficient taxable income and tax liability) a  reduction in U.S. federal, 
     state or local income taxes (including any off set or refund) ("Tax 
     Savings") that it would not have realized but for the relevant indemnified 
     Claim or Taxes or payment on an After-Tax Basi s, and such Tax Savings shall 
     not previously have been taken into account in  computing the amount of the 
     indemnity or payment on an After-Tax Basis to be paid by the Lessee, such 
     Indemnitee shall pay the Lessee (i) an amount equal to such Tax Savings and 
     (ii) any tax benefit realized by the Indemnite e in connection with the 
     payment under clause (i) and this clause (ii) net of any related tax 
     detriment, provided no Lease Event of Default is continuing. In calculating 
     the amount of any Tax Savings, and in calculat ing the amount of any tax 
     benefit described in clause (ii) of the preced ing sentence, each Indemnitee 
     shall be presumed to be subject to federal, st ate and local income tax at 
     the highest marginal tax brackets applicable t o the Indemnitee, taking into 
     account the deductibility of state and local t axes for federal income tax 
     purposes. Anything in this Section 9.2(c)(vi) to the contrary 
     notwithstanding, such Indemnitee shall not be required to make payments to 
     the Lessee in an amount exceeding the indemnit ies or After-Tax Basis 
     amounts previously paid by the Lessee to such Indemnitee. 
 
          (d) Contest. 
 
                    (i) If a written claim is made by any taxing authority 
     against an Indemnitee or an Affiliate thereof for any Taxes with respect to 
     which the Lessee may be liable for indemnity h ereunder (a "Tax Claim"), 
     such Indemnitee shall give the Lessee written notice of such Tax Claim as 
     soon as practicable (and in all events within 30 days), and shall furnish 
     the Lessee with copies of such Tax Claim and a ll other writings received 
     from the taxing authority to the extent relati ng to such Tax Claim, 
     provided that failure so to notify the Lessee shall not relieve the Lessee 
     of any obligation to indemnify the Indemnitee hereunder except 
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     to the extent that such failure precludes the Lessee's ability to conduct a 
     contest of such Taxes (provided further, that the Lessee shall have the 
     right to bring suit for damages resulting from  any such failure). Subject 
     to Section 9.2(d)(iii), the Lessee shall be en titled for a period of 30 
     days from the receipt of such written notice ( or such shorter period as is 
     reasonably specified by the lndemnitee if any contest of the Taxes must be 
     commenced prior to the expiration of thirty da ys) to request in writing 
     that the Indemnitee contest the imposition of such Taxes at the Lessee's 
     sole cost and expense and the Indemnitee shall  not pay such Tax within such 
     period. The Indemnitee shall not pay such Tax Claim until at least 30 days 
     after providing the Lessee with such written n otice unless (a) the 
     Indemnitee is required to do so by law or regu lation and (b) in the written 
     notice described above, the Indemnitee has not ified the Lessee of such 
     requirement. 
 
                    (ii) Subject to Section 9.2(d)( iii), the Lessee will be 
     entitled to contest (acting through counsel se lected by the Lessee and 
     reasonably satisfactory to the Indemnitee), an d control the contest of, any 
     Tax Claim in good faith if (i) the contest of the Tax Claim may be pursued 
     in the name of the Lessee; (ii) such Tax Claim  must be pursued in the name 
     of the Indemnitee but may be pursued independe ntly from Tax Claims for 
     which the Lessee is not obligated to indemnify  the Indemnitee (with each 
     Indemnitee agreeing to cooperate with the Less ee in its reasonable efforts 
     to sever the contest of any indemnified Tax fr om the contest of the 
     unindemnified Tax, so that the Lessee may cont rol the contest of the 
     indemnified Tax); or (iii) the Indemnitee requ ests in writing that the 



     Lessee control such contest. In the case of al l other Tax Claims, the 
     Indemnitee shall contest the Tax Claim includi ng seeking judicial review of 
     any adverse administrative determination as re quested by the Lessee, and 
     appealing any adverse judicial determination e xcept as otherwise provided 
     in Section 9.2(d)(iii), and the Indemnitee sha ll control the contest of 
     such Tax Claim in good faith (acting through c ounsel selected by the 
     Indemnitee and reasonably satisfactory to the Lessee). 
 
                    (iii) In the case of any contes t pursuant to clause (i) or 
     (ii) above, the Lessee shall use reasonable ef forts to contest such claim 
     in its own name and the Indemnitee shall use r easonable efforts to allow 
     the Lessee to contest such claim in the name o f the Lessee. In the case of 
     a Tax Claim contested by the Lessee in the Les see's name, the Lessee shall 
     consult in good faith with, and keep reasonabl y informed, the Indemnitee 
     and its counsel and shall provide the Indemnit ee with copies of any 
     documents, reports or claims issued by or sent  to the relevant auditing 
     agent or taxing authority, but the decisions r egarding what actions to be 
     taken shall be made by the Lessee in its sole judgment. In the case of all 
     other Tax Claims, the Indemnitee shall contest  the Tax Claim at the 
     Lessee's sole cost and expense if the Lessee s hall request the 
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     Tax Claim be contested and the following rules  shall apply to such contest: 
     (1) the Indemnitee will control the contest (a nd all decisions with respect 
     to such contest shall be made in its sole judg ment exercised in good faith) 
     acting through counsel selected by the Indemni tee and reasonably 
     satisfactory to the Lessee; (2) at the Lessee' s written request, if payment 
     is made to the applicable tax authority, the I ndemnitee shall use all 
     reasonable efforts to obtain a refund thereof in appropriate administrative 
     or judicial proceedings; (3) the Indemnitee co nducting such contest shall 
     consult with and keep reasonably informed the Lessee and its designated 
     counsel with respect to such Tax Claim, shall provide the Lessee with 
     copies of any documents, reports or claims iss ued by or sent to the 
     relevant auditing agent or taxing authority to  the extent relating to such 
     Tax Claim (provided that the Indemnitee shall have the right to redact 
     items relating to the privileged or unrelated tax matters of the Indemnitee 
     or its Affiliates) and shall consult in good f aith with the Lessee 
     regarding any request (a) to resist payment of  Taxes if practical and (b) 
     not to pay such Tax except under protest if pr otest is necessary and 
     proper, but the decision regarding what action s to be taken shall be made 
     by the Indemnitee in its sole judgment. 
 
                    (iv) Notwithstanding the forego ing, no contest with respect 
     to a Tax Claim will be required or permitted p ursuant to this Section 9.2 
     and the Lessee shall be required to pay the ap plicable Taxes without 
     contest unless: 
 
                         (1) no Lease Event of Defa ult has occurred and is 
          continuing; 
 
                         (2) there is no material r isk of sale, forfeiture or 
          loss of, or the creation of a material Li en (other than a Permitted 
          Lien) on the Project or any portion or Co mponent or Modification 
          thereof unless the Lessee has posted and maintained a bond or other 
          security (taking into account the amount of the Tax Claim and the 
          likelihood of success of a contest) (whic h may include Adequate 
          Reserves) reasonably satisfactory to the relevant Indemnitee or the 
          Taxes shall have been paid as provided in  clause (4) below; 
 
                         (3) the contest of such Ta x Claim does not involve a 
          risk of imposition of any criminal liabil ity on the Indemnitee; 
 



                         (4) if such contest involv es payment of the Tax, the 
          Lessee either advances to the Indemnitee on an interest-free basis 
          with no after-tax cost to such Indemnitee  (a "Tax Advance") or pays, 
          on an After-Tax Basis to such Indemnitee,  the amount payable by the 
          Lessee pursuant to Section 9.2(a) with re spect to such Tax; 
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                         (5) the Lessee shall have agreed to pay and shall pay 
          to such Indemnitee on an After-Tax Basis all reasonable out-of-pocket 
          costs and expenses that the Indemnitee ma y incur in connection with 
          the contest of such Tax Claim (including all reasonable legal, 
          accounting and investigatory fees and dis bursements); 
 
                         (6) the amount of the Taxe s in controversy, taking into 
          account the amount of all similar and log ically related Taxes with 
          respect to the transactions contemplated by the Operative Documents 
          that could be raised in any other year (i ncluding any future year) not 
          barred by the statute of limitations, exc eeds $25,000; 
 
                         (7) the contest would not require the Indemnitee to 
          extend the statute of limitations in resp ect of other Taxes not 
          indemnifiable by the Lessee hereunder; 
 
                         (8) the Indemnitee has bee n provided at the Lessee's 
          expense with an opinion of independent ta x counsel selected by the 
          Lessee and reasonably acceptable to the I ndemnitee to the effect that 
          there is a Reasonable Basis for contestin g such Tax Claim; 
 
                         (9) in the case of a judic ial appeal, no appeal to the 
          U.S. Supreme Court shall be required of t he Indemnitee; and 
 
                         (10) in the case of a cont est conducted in the name of 
          an Indemnitee, the Lessee shall have deli vered to the Indemnitee a 
          written acknowledgement of its liability under this Section 9.2 for 
          such Taxes, provided however, that such a cknowledgement shall not be 
          required other than to the extent that th e basis for the taxing 
          authority's claim is or becomes reasonabl y clear; provided further, 
          that Lessee shall not be bound by its ack nowledgement of liability if 
          the contest is resolved on the basis of a  written opinion of the 
          adjudicator that clearly indicates that t he basis for the conclusion 
          is one for which the Lessee has no liabil ity under this Section 9.2 
          with respect to such Tax. 
 
               (e) Settlement. Notwithstanding anyt hing to the contrary 
contained in this Section 9.2, the Indemnitee at an y time may elect to decline 
to take any action or any further action with respe ct to a Tax Claim and may in 
its sole discretion settle any contest without the consent of the Lessee if such 
Indemnitee (i) shall waive its right to indemnity u nder this Section 9.2 with 
respect to such Tax Claim (and any Tax Claim with r espect to any other taxable 
year the contest of which is precluded by such waiv er) and (ii) shall pay 
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to the Lessee any amount previously paid or advance d by the Lessee pursuant to 
Section 9.2 with respect to such Tax Claim other th an amounts paid for expenses 
of the contest. 
 
               (f) Reports. 
 



                    (i) If any report, statement or  return is required to be 
     filed by an Indemnitee with respect to any Tax  that is subject to 
     indemnification under this Section 9.2, the Le ssee shall (1) promptly 
     notify the Indemnitee (and the Indemnitee shal l promptly notify the Lessee 
     in writing if a Responsible Officer of such In demnitee is actually aware of 
     the filing, it being understood and agreed tha t no Indemnitee shall have 
     any obligation to determine whether any filing  is necessary) in writing of 
     such requirement and (2) either (x) if permitt ed by Applicable Law, the 
     Lessee shall, at the Lessee's sole cost and ex pense, prepare such report, 
     statement or return and timely file such repor t, statement or return with 
     the appropriate taxing authority (except for a ny such filing that an 
     Indemnitee has notified the Lessee in writing that such Indemnitee intends 
     to file) or (y) if the Lessee is not permitted  by Applicable Law to file 
     such report, statement or return or if so dire cted by the Indemnitee, 
     prepare and furnish to such Indemnitee not lat er than 10 days prior to the 
     date such report, statement or return is requi red to be filed a proposed 
     form of such report, statement or return for f iling by the Indemnitee; 
     provided, however, that such Indemnitee shall have furnished the Lessee, at 
     the Lessee's written request and expense, with  such information, not within 
     the control of the Lessee, as is in such Indem nitee's control or is 
     reasonably available to such Indemnitee and is  necessary for such filing. 
 
                    (ii) Each Indemnitee and the Le ssee will timely provide the 
     other, at the Lessee's expense, with all infor mation in its possession that 
     the other party may reasonably require and req uest to satisfy its 
     obligations under this Section 9.2(e) or other wise to comply with any tax 
     reporting or filing requirement in connection with the transactions 
     contemplated by the Operative Documents. 
 
               (g) Non-Parties. If an Indemnitee is  not a party to this 
Agreement, the Lessee may require such Indemnitee t o agree in writing, in a form 
reasonably acceptable to the Lessee, to the terms o f this Section 9.2 prior to 
making any payment to such Indemnitee under this Se ction. 
 
SECTION 10. LESSEE'S RIGHT OF QUIET ENJOYMENT 
 
          Each party to this Agreement acknowledges  notice of the Project Lease, 
the Power Plant Sublease and Sublease of Power Plan t Sublease and expressly, 
severally and as to its own actions only, agrees th at, notwithstanding any 
provision of any other 
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Operative Document, so long as no Lease Event of De fault shall have occurred and 
be continuing, it shall not interfere with or inter rupt the quiet enjoyment of 
the use, operation and possession by the Lessee of the Project in accordance 
with the terms of the Project Lease. 
 
SECTION 11. SUPPLEMENTAL FINANCING; OPTIONAL REFINA NCING; ASSUMPTION OF NOTES 
 
     Section 11.1. Financing Modifications. (a) Sub ject to the satisfaction of 
the provisions of Section 8 of the Project Lease, u pon the written request of 
the Lessee delivered at least ninety (90) days prio r to any proposed financing 
of the cost of any Modification, the Owner Lessor a nd the Indenture Trustee 
agree, subject to Section 11.1(b), to cooperate wit h the Lessee to issue 
Additional Senior Notes under the Indenture that wi ll rank pari passu with the 
Senior Notes and/or any Additional Senior Notes the n outstanding as to the 
Indenture Estate to finance such Modifications; pro vided, however, that the 
Equity Investor shall have been given the opportuni ty, but shall have no 
obligation, to provide all or part of the funds req uired to finance the cost of 
any such Modification by making an Additional Equit y Investment in such amount, 
if any, as it may determine in its sole and absolut e discretion, but the Lessee 
shall have no obligation to accept such Additional Equity Investment. In 



connection with any such financing, the Owner Lesso r and the Indenture Trustee 
will execute and deliver one or more supplements to  the Indenture for the 
purpose of subjecting any such Modifications to the  Lien of the Indenture; and 
the Lessee and the Owner Lessor will execute and de liver an amendment to the 
Project Lease to reflect the adjustments required b y clause (b)(iii) below. 
 
               (b) The obligations of the Owner Man ager and the Indenture 
Trustee to cooperate in the issuance of Additional Senior Notes pursuant to 
Section 11.1(a) (any financing of Modifications thr ough the issuance of such 
Additional Senior Notes under the Indenture being c alled a "Supplemental 
Financing") is subject to the conditions set forth in Section 2.12 of the 
Indenture and to the following additional condition s: 
 
                    (i) except with respect to Requ ired Modifications, there 
     shall be no more than one such financing in an y calendar year; 
 
                    (ii) the Additional Senior Note s (A) shall have a final 
     maturity no later than the then-existing Lease  Debt, and (B) will be fully 
     repaid out of Periodic Lease Rent, as adjusted  in accordance with clause 
     (iii) below, pursuant to the Project Lease; 
 
                    (iii) appropriate increases to Periodic Lease Rent and 
     Termination Value (for incremental debt servic e associated with any 
     Additional 
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     Senior Notes) shall be made to provide for the  payment of the Additional 
     Senior Notes and to protect the Equity Investo r's Net Economic Return; 
 
                    (iv) no Lease Default or Lease Event of Default shall have 
     occurred and be continuing unless the Modifica tions to be constructed with 
     the proceeds of the Additional Senior Notes sh all cure such default, and 
     such Modifications shall be made in compliance  with the Operative 
     Documents; 
 
                    (v) such Additional Senior Note s represent an aggregate 
     amount of not less than $5,000,000, nor greate r than 100% of the costs of 
     the Modifications being financed; provided tha t the aggregate balance of 
     the Lease Debt (after taking into account the Additional Senior Notes) 
     shall not exceed 65% of the fair market value of the Project taking into 
     account such Modifications (such fair market v alue shall, at the request of 
     the Equity Investor or the Indenture Trustee, be determined by an appraiser 
     selected by the Lessee, at the cost of the Les see, and reasonably 
     acceptable to the Equity Investor) and the Ind enture Trustee; 
 
                    (vi) the Equity Investor shall have received (A) an opinion 
     of independent tax counsel selected by the Equ ity Investor and reasonably 
     satisfactory to the Lessee to the effect that such financing will create no 
     incremental tax risk to the Equity Investor, a nd (B) an indemnity, with 
     verification, tax savings and contest rights p rovisions substantially the 
     same as those set forth in the Tax Indemnity A greement, against any 
     incremental tax risks resulting from such fina ncing in form and substance 
     reasonably satisfactory to the Equity Investor  from the Lessee; 
 
                    (vii) the Lessee shall have mad e or delivered such 
     representations, warranties, covenants, opinio ns, reports or certificates 
     relating to such Supplemental Financing as the  Equity Investor or the 
     Indenture Trustee may reasonably request; 
 
                    (viii) the Equity Investor shal l not suffer any material 
     adverse accounting effect under GAAP as a resu lt of such Supplemental 
     Financing; and 



 
                    (ix) the Lease Rent Coverage Ra tio for both of the 
     immediately preceding two semiannual periods w as greater than or equal to 
     1.20 to 1.00 and the Projected Lease Rent Cove rage Ratio for each 
     semiannual period occurring while such Additio nal Senior Notes are 
     outstanding is reasonably estimated (on a basi s consistent with estimates 
     used in connection with preparing the Projecti ons at closing) to be greater 
     than or equal to 1.20 to 1.00, as certified by  the Lessee in an Officer's 
     Certificate delivered to the Equity Investor, the Owner Lessor, and 
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     the Indenture Trustee and confirmed by the Eng ineering Consultant in the 
     form attached hereto as Exhibit E. 
 
               (c) The Lessee shall pay, on an Afte r-Tax Basis, all reasonable 
out-of-pocket costs and expenses of the Transaction  Parties, including the 
reasonable fees and expenses of counsel to the Equi ty Investor, the Owner 
Lessor, the Equity Investor, the Owner Manager, the  Indenture Trustee and the 
Noteholders, in each case to the extent incurred in  connection with any 
financing pursuant to this Section 11.1. 
 
     Section 11.2. Well Improvements. 
 
               (a) Subject to the satisfaction of t he conditions set forth in 
Section 11.2(c) hereof on December 30, 2005, (i) th e amounts on deposit in the 
Capex Account (Debt) shall be released to or at the  direction of the Owner 
Lessor in accordance with Section 5.11 of the Depos itary Agreement, subject to 
the conditions of such release set forth therein an d (ii) the Equity Investor 
shall provide an Additional Equity Investment in an  amount equal to the 
difference between (A) the fair market value of the  Project as set forth in the 
appraisal delivered pursuant to Section 11.2(c)(v) hereof and (B) the Equity 
Investment plus the principal amount of the Notes i ssued on the Closing Date 
(the aggregate of the amounts in clauses (i) and (i i), the "Additional Head 
Lease Rent"). 
 
               (b) Subject to the receipt of the am ounts in Section 11.1(a) and 
the satisfaction of the conditions set forth in Sec tion 11.2(c) hereof, upon the 
delivery by the Lessee of the Completion Notice, th e Owner Lessor shall be 
obligated to pay the Additional Head Lease Rent to the Lessee in accordance with 
Head Lease Supplement No. 2. 
 
               (c) The obligations of the Equity In vestor, Owner Lessor and the 
Depositary Bank pursuant to Sections 11.1(a) and (b ) are subject to the 
following conditions: 
 
                    (i) each Financing Party shall have received the Completion 
     Notice in the form attached hereto as Exhibit H and certified by the 
     Geothermal Consultant and the Engineering Cons ultant; 
 
                    (ii) (x) (A) Head Lease Supplem ent No. 2 (superseding Head 
     Lease Supplement No. 1), (B) Project Lease Sup plement No. 2 (superseding 
     Project Lease Supplement No. 1) and (C) a supp lement to the Indenture in 
     accordance with Section 2.16 of the Indenture,  in each case shall have been 
     duly authorized by the parties thereto, shall have been duly executed and 
     delivered by the parties thereto, and shall ea ch be in full force and 
     effect, and executed counterparts thereof shal l have been delivered to each 
     of the parties hereto; 
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                         (y) the Periodic Lease Ren t, Termination Value, EBO 
     Price and FPPO Price shall be adjusted to refl ect the fair market value of 
     the Project, as set forth in the appraisal del ivered pursuant to Section 
     11.2(c)(v) hereof and otherwise in accordance with Section 3.4 of the 
     Project Lease; 
 
                    (iii) financing statements, ins truments (including 
     recordation memoranda) and other documents wit h respect to the filings and 
     recordings in form and substance reasonably sa tisfactory to the Indenture 
     Trustee, the Initial Noteholders and the Equit y Investor and all such 
     filings and recordings and all other filings a nd recordings and other 
     actions (including the Owner Lessor and/or the  Indenture Trustee taking 
     possession or control of such collateral in wh ich a security interest may 
     be perfected by possession or control) that ar e necessary in order to 
     establish, protect, preserve and perfect the L ien of the Indenture Trustee 
     on, and perfected security interest in, all ri ght, title, estate and 
     interest of the Owner Lessor in and to the Wel l Improvements, prior and 
     superior to all other Liens, existing or futur e (other than any future lien 
     which by statute would have priority), in each  case, shall have been duly 
     executed (if required to be executed by the Le ssee or the Owner Lessor, if 
     applicable, by Applicable Law) and delivered t o the Indenture Trustee or 
     its designee in proper form for filing, regist ration or recordation, and 
     all fees, taxes and other charges relating to such filings and recordings 
     and other actions, shall have been paid (or pr ovision thereof shall be 
     made) by the Lessee or the Owner Lessor; 
 
                    (iv) each of the parties hereto  shall have received (A) an 
     opinion or opinions, dated the date of the Hea d Lease Supplement No. 2, of 
     (1) Chadbourne & Parke LLP, special counsel to  the Lessee, (2) Carlsmith 
     Ball LLP, Hawaii counsel to the Lessee, (3) Mo rris, James, Hitchens & 
     Williams LLP, counsel to Owner Lessor, the Tru st Company, and the Owner 
     Manager and (4) Kathleen C. Johnson, Attorney at Law, counsel to the 
     Indenture Trustee, in each case, addressed to such Persons and in form and 
     substance satisfactory to such Persons, as to the authorization, validity 
     and enforceability of, the supplements to the Head Lease, Project Lease and 
     Indenture and the valid creation and perfectio n of a Lien over the Well 
     Improvements under the Indenture, and (B) Offi cer's Certificates from the 
     Lessee, the Owner Lessor, the Indenture Truste e and the Equity Investor, 
     relating to such matters as counsel for such p arties may reasonably request 
     in connection with the delivery of their opini ons required under clause (A) 
     above; and 
 
                    (v) (A) the Equity Investor sha ll have received an appraisal 
     from the Appraiser with regard to the Project addressed to the Equity 
     Investor and which appraisal shall (i) be base d upon the assumptions 
     attached hereto as Exhibit I, (ii) set forth t he fair market value of the 
     Project and (iii) be otherwise in form 
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     and substance satisfactory to the Equity Inves tor, and (B) the Lessee and 
     the Initial Noteholders shall have received a letter from the Appraiser 
     with regard to the fair market value and the r emaining useful life of the 
     Project dated as of the date of Head Lease Sup plement No. 2. 
 
               (d) The Lessee shall pay, on an Afte r-Tax Basis, all reasonable 
out-of-pocket costs and expenses of the Transaction  Parties, including the 
reasonable fees and expenses of counsel to the Equi ty Investor, the Owner 
Lessor, the Equity Investor, the Owner Manager, the  Indenture Trustee and the 
Noteholders, in each case to the extent incurred in  connection with the matters 
contemplated by this Section 11.2. 
 



               (e) In the event the conditions set forth in Section 11.2(c) are 
not satisfied on December 30, 2005 (or such later d ate as the Equity Investor, 
the Lessee and the Indenture Trustee may agree), th e Equity Investor shall have 
no obligation to contribute the Additional Equity I nvestment to the Owner Lessor 
pursuant to Section 11.2(a), the Lessee shall pay t o the Indenture Trustee an 
amount equal to the excess, if any, of the Debt Pay ment Amount over the amount 
then in the Capex Account (Debt) in accordance with  Section 5.11 of the 
Depositary Agreement, and the Depositary Bank shall  apply the amount on deposit 
in the Capex Account (Debt) in accordance with Sect ion 5.11(b) of the Depositary 
Agreement. 
 
     Section 11.3. Optional Refinancing of Lease De bt. (a) The Lessee will have 
the right at any time, exercisable on no more than two occasions, to request the 
Owner Lessor, and the Owner Lessor in such event sh all reasonably consider, and 
shall not unreasonably refuse, to refund or refinan ce any Senior Note or any 
Additional Senior Note, in whole, through the issua nce of Additional Senior 
Notes directly to the public provided that the publ ic offering materials shall 
not identify the Equity Investor, to the Noteholder s or to such other funding 
vehicle as may be used at that time. Any refinancin g under this Section 11.3 
shall be subject to the conditions to the issuance of Additional Senior Notes 
contained in Section 2.12 of the Indenture, includi ng payment of any Make Whole 
Premium payable in connection therewith, which shal l be paid by the Lessee as 
Supplemental Rent in accordance with the Project Le ase and the other Operative 
Documents on an After-Tax Basis to the Owner Lessor  and the Equity Investor, and 
satisfaction of the following additional conditions : 
 
                    (i) the Owner Lessor shall be a ble to issue and sell such 
     debt upon terms and conditions substantially t he same as those then 
     existing, or on such modified terms and condit ions as may be reasonably 
     acceptable to the Equity Investor, and in an a mount adequate to accomplish 
     such refunding or refinancing; 
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                    (ii) the Additional Senior Note s shall have a final maturity 
     and average life no later than that of the Sen ior Notes issued on the 
     Closing Date and will be fully repaid out of P eriodic Lease Rent during the 
     Project Lease Term; 
 
                    (iii) Periodic Lease Rent and T ermination Value shall be 
     changed to reflect the change in the interest rate; 
 
                    (iv) no Significant Lease Defau lt or Lease Event of Default 
     shall have occurred and be continuing; 
 
                    (v) the Equity Investor shall r eceive (A) a favorable legal 
     opinion of independent tax counsel selected by  the Equity Investor and 
     reasonably satisfactory to the Lessee that the  refinancing, including any 
     payments to be made in connection therewith (a s opposed to the right to 
     request such refinancing), will not result in any incremental tax risk to 
     the Equity Investor and (B) an indemnity, with  verification, tax savings 
     and contest rights provisions substantially th e same as those set forth in 
     the Tax Indemnity Agreement, against any incre mental tax risks resulting 
     from such refinancing in form and substance re asonably satisfactory to the 
     Equity Investor from the Lessee; 
 
                    (vi) the Equity Investor shall not suffer any adverse 
     accounting effects under GAAP; 
 
                    (vii) the refinancing, when tak en as a whole, shall not have 
     resulted in any other material adverse effect on the Owner Lessor and the 
     Equity Investor, taken as a whole; 
 



                    (viii) the Lessee shall have ma de or delivered such 
     representations, warranties, opinions or certi ficates as the Equity 
     Investor may reasonably request; 
 
                    (ix) all documentation in conne ction with such refinancing 
     shall be reasonably satisfactory to the Owner Lessor and the Equity 
     Investor; 
 
                    (x) all necessary authorization s, approvals and consents in 
     connection with such refinancing shall have be en obtained from each Person 
     whose authorization, approval or consent is ne cessary to consummate such 
     refinancing with respect to the Lessee, the Ow ner Lessor, the Equity 
     Investor, the Equity Investor and the Indentur e Trustee, and such 
     authorizations, approvals and consents shall b e in full force and effect on 
     the closing date of such refinancing; and 
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                    (xi) each of the Owner Lessor, the Equity Investor and the 
     Indenture Trustee shall have received from the  Lessee an Officer's 
     Certificate dated the date of the issuance of the Additional Senior Notes 
     stating that all conditions precedent to the i ssuance of such Additional 
     Senior Notes have been satisfied or waived. 
 
               (b) The Lessee shall pay (or shall a rrange for payment thereof to 
be made from the proceeds of the financing contempl ated by this Section 11.3), 
on an After-Tax Basis, all reasonable out-of-pocket  costs and expenses of the 
Transaction Parties, including the reasonable fees and expenses of counsel to 
the Equity Investor, the Owner Lessor, the Equity I nvestor, the Owner Manager, 
the Indenture Trustee and the Noteholders, in each case to the extent incurred 
in connection with any financing pursuant to this S ection 11.3. 
 
     Section 11.4. Cooperation. The Equity Investor  and the Lessee will 
cooperate in connection with any refinancing of the  Lease Debt, and so long as 
such refinancing is in accordance with the terms of  the Operative Documents, the 
Equity Investor will execute such agreements and do cuments as may be necessary 
with respect to any such refinancing and will instr uct the Owner Lessor to act 
accordingly. 
 
     Section 11.5. Assumption of Senior Notes. Upon  the occurrence and during 
the continuance of an Indenture Event of Default re sulting from a Lease Event of 
Default (but in any event prior to the consummation  of any sale by the Indenture 
Trustee of all or any portion of the Indenture Esta te), the Equity Investor 
shall have the right (but not the obligation) to as sume, on a recourse basis as 
joint obligor, all but not less than all of the obl igations of the Owner Lessor 
then outstanding under the Senior Notes by providin g written notice thereof to 
the Indenture Trustee, subject to the satisfaction of the following conditions: 
 
                    (i) no Indenture Event of Defau lt, nor any event that with 
     the passage of time or the giving of notice or  both would become a 
     Indenture Event of Default, shall then exist o ther than such resulting from 
     a then existing Lease Event of Default or any event that with the passage 
     of time or the giving of notice or both would become a Lease Event of 
     Default; 
 
                    (ii) the Equity Investor shall become jointly and severally 
     liable for all of the obligations of the Owner  Lessor under the Senior 
     Notes (including any Make Whole Premium that m ay become payable under the 
     Lease Indenture after the assumption of the Se nior Notes) and all such 
     obligations shall become direct, primary, reco urse obligations of the 
     Equity Investor pursuant to an assumption agre ement (which assumption 
     agreement may be combined with the amendment o f the Indenture in order to 
     effectuate the assumption by the Equity 
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     Investor, on a joint and several basis, of the  obligations and liabilities 
     of the Owner Lessor under the Senior Notes) wh ich, among other things, (1) 
     shall contain representations, warranties, cov enants and defaults 
     substantially the same as the representations,  warranties, covenants and 
     defaults (other than with respect to the payme nt of Rent) of the Lessee 
     under the Project Lease and this Participation  Agreement and (2) shall 
     contain appropriate amendments to the provisio ns of the Indenture in order 
     to (A) release the Project Lease from the Inde nture Estate, (B) remove any 
     cross-default to the Project Lease under the I ndenture, (C) terminate all 
     of the Indenture Trustee's rights in respect o f the Project Lease, and (D) 
     include the defaults referenced in clause (1) above, including applicable 
     grace periods, as Indenture Events of Default under the Indenture; 
 
                    (iii) after giving effect to su ch assumption and such 
     amendment to the Indenture, the Lien of the In denture shall be and remain a 
     valid and first priority perfected security in terest in the Indenture 
     Estate securing the obligations of the Equity Investor and the Owner Lessor 
     under the Senior Notes and the Equity Investor 's obligations under such 
     assumption agreement (as set forth in the opin ion delivered pursuant to 
     clause (v) below); 
 
                    (iv) the Indenture Trustee shal l have received one or more 
     opinion(s) of counsel (which shall contain cus tomary qualifications), which 
     opinion(s) and counsel shall be reasonably sat isfactory to each of them and 
     their respective counsel, to the effect that ( a) such assumption agreement 
     has been duly authorized, executed and deliver ed on behalf of the Equity 
     Investor, (b) such assumption agreement, the a mended Indenture and the 
     Senior Notes constitute legal, valid and bindi ng obligations of the Equity 
     Investor, enforceable against it in accordance  with their respective terms 
     (subject to customary bankruptcy and equitable  qualifications) and (c) all 
     Governmental Approvals and filings required in  connection with such 
     assumption have been obtained, and such opinio n(s) shall address such other 
     issues as the Indenture Trustee shall reasonab ly request, subject, in the 
     case of the enforceability opinions to be rend ered pursuant to clause (b), 
     to the limitation that enforceability may be l imited by bankruptcy, 
     insolvency, fraudulent conveyance, reorganizat ion, arrangement, moratorium 
     or other laws relating to or affecting the rig hts of creditors generally 
     and by general principles of equity; 
 
                    (v) the Equity Investor shall h ave paid all amounts then due 
     and owing (including overdue interest) under t he Senior Notes (other than 
     principal thereof then due and owing as a resu lt of any acceleration of the 
     Senior Notes); 
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                    (vi) after giving effect to suc h assumption (and the payment 
     in clause (vi) above), no Indenture Event of D efault shall have occurred 
     and be continuing; 
 
                    (vii) either (i) the Indenture Trustee receives an opinion 
     of counsel of a nationally-recognized law firm  in form and substance 
     reasonably satisfactory to the Indenture Trust ee stating that the 
     Noteholders will not recognize income, gain or  loss for U.S. federal tax 
     purposes as a result of the assumption, or (ii ) the Equity Investor shall 
     indemnify the Noteholders against any potentia l adverse tax effect as a 
     result of such assumption in form and substanc e reasonably acceptable to 



     the Indenture Trustee; 
 
                    (viii) the Indenture Trustee sh all have received a 
     certificate of a Responsible Officer of the Eq uity Investor containing 
     representations and warranties of the Equity I nvestor substantially similar 
     to those given by the Lessee hereunder and rea sonably satisfactory to the 
     Indenture Trustee. Such certificate shall also  state that (A) the 
     conditions precedent required by this Particip ation Agreement for such 
     assumption have been complied with (assuming t hat all documents, opinions 
     and other matters which must be acceptable or reasonably acceptable to a 
     receiving party are so acceptable to such part y), (B) there is no pending 
     or, to the knowledge of the Equity Investor, t hreatened, action, suit, 
     investigation or proceeding against the Equity  Investor that questions the 
     validity of any documentation related to such assumption, the Senior Notes 
     and the Indenture (each, an "Assumption Docume nt") or the assumption 
     contemplated thereby or which, if adversely de termined, would have a 
     material adverse effect on the ability of the Equity Investor to perform 
     its obligations under any Assumption Document and (C) after giving effect 
     to the assumption by the Equity Investor, (1) each representation and 
     warranty of the Equity Investor made pursuant to the Assumption Documents 
     is true and correct in all material respects a nd (2) the Equity Investor is 
     not insolvent within the meaning of any applic able preferential transfer, 
     fraudulent conveyance or bankruptcy law; and 
 
                    (ix) the Equity Investor shall have paid, at no after-tax 
     cost to such parties, all reasonable documente d out-of-pocket expenses 
     (including reasonable attorney's fees and expe nses) of the Owner Lessor, 
     the Owner Manager and the Indenture Trustee in  connection with such 
     assumption and other transactions referred to in this Section 11.5. 
 
     Notwithstanding the foregoing, the Equity Inve stor shall not have the right 
to assume the Senior Notes if the aggregate princip al amount of Senior Notes 
which have been issued pursuant to the Indenture is  more than $45,000,000. 
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               (b) The rights of the Equity Investo r under this Section 11.5 
shall not be deemed to limit in any respect the Ind enture Trustee's rights and 
remedies under the Indenture upon the occurrence of  a Indenture Event of 
Default; provided that upon the foregoing condition s being satisfied prior to 
the consummation of any sale by the Indenture Trust ee of all or any portion of 
the Indenture Estate, all Indenture Events of Defau lt arising from Lease Events 
of Default shall be deemed cured and the Lien of th e Indenture shall be 
terminated solely with respect to the Owner Lessor' s right, title and interest 
to the Project Lease (and all Rent thereunder) and the Equity Investor and the 
Owner Lessor (to the exclusion of the Indenture Tru stee) may exercise all rights 
of the Owner Lessor under the Project Lease. 
 
SECTION 12. MISCELLANEOUS 
 
     Section 12.1. Consents. The Equity Investor co venants and agrees that it 
shall not unreasonably withhold its consent to any consent requested of the 
Owner Lessor under the terms of the Operative Docum ents that by its terms is not 
to be unreasonably withheld by the Owner Lessor. 
 
     Section 12.2. Bankruptcy of Lessor Estate. If (i) all or any part of the 
Lessor Estate becomes the property of a debtor subj ect to the provisions of 
Title 11 of the United States Code, as amended from  time to time, (ii) pursuant 
to such reorganization provisions the Equity Invest or is required, by reason of 
the Equity Investor being held to have recourse lia bility to the debtor or the 
trustee of the debtor directly or indirectly, to ma ke payment on account of any 
amount payable as principal or interest on the Seni or Notes, and (iii) the 
Indenture Trustee actually receives any Excess Amou nt, as defined below, which 



reflects any payment by the Equity Investor on acco unt of clause (ii) above, the 
Indenture Trustee shall, upon obtaining Actual Know ledge thereof or upon written 
request of the Equity Investor, promptly refund to the Equity Investor such 
Excess Amount. For purposes of this Section 12.2, " Excess Amount" means the 
amount by which such payment exceeds the amount tha t would have been received by 
the Indenture Trustee if the Equity Investor had no t become subject to the 
recourse liability referred to in clause (ii) above . Nothing contained in this 
Section 12.2 shall prevent the Indenture Trustee fr om enforcing any personal 
recourse obligations (and retaining the proceeds th ereof) of the Equity Investor 
as contemplated by this Participation Agreement (ot her than those referred to in 
clause (ii) above). 
 
          The Indenture Trustee agrees that should the Lessor Estate become a 
debtor subject to the provisions of the Bankruptcy Code, it shall, upon the 
written request of the Equity Investor, and provide d that the making of the 
election hereinafter referred to is permitted to be  made by it under Applicable 
Law and will not have any adverse impact on any Not eholder or the Indenture 
Estate, all as determined by the Equity Investor or  the Indenture Trustee, other 
than as contemplated by the preceding paragraph, ma ke the 
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election referred to in Section 111 1(b)(1)(A)(i) o f the Bankruptcy Code or any 
successor provision if, in the absence of such elec tion, the Indenture Trustee 
would have recourse against the Equity Investor for  the payment of the 
indebtedness represented by the Senior Notes in cir cumstances in which such 
Noteholders or the Indenture Trustee would not have  recourse under the Indenture 
if the Lessor Estate had not become a debtor under the Bankruptcy Code. 
 
     Section 12.3. Amendments and Waivers. No term,  covenant, agreement or 
condition of this Agreement may be terminated, amen ded or compliance therewith 
waived (either generally or in a particular instanc e, retroactively or 
prospectively) except by an instrument or instrumen ts in writing executed by 
each party hereto. 
 
     Section 12.4. Notices. Unless otherwise expres sly specified or permitted by 
the terms hereof, all communications and notices pr ovided for herein to a party 
hereto shall be in writing or by a telecommunicatio ns device capable of creating 
a written record, and any such notice shall become effective (a) upon personal 
delivery thereof, including by overnight mail or co urier service, (b) in the 
case of notice by United States mail, certified or registered, postage prepaid, 
return receipt requested, upon receipt thereof, or (c) in the case of notice by 
such a telecommunications device, upon transmission  thereof, provided such 
transmission is promptly confirmed by either of the  methods set forth in clauses 
(a) and (b) above, in each case addressed to such p arty and copy party at its 
address set forth below or in the case of any such party or copy party hereto, 
at such other address as such party or copy party m ay from time to time 
designate by written notice to the other parties he reto: 
 
          If to the Lessee: 
 
               Puna Geothermal Venture 
               c/o Ormat Nevada Inc. 
               980 Greg Street 
               Sparks, Nevada 89431 
               Attention: President 
               Telephone No.: (775) 356-9029 
               Facsimile No.: (775) 356-9039 
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          If to the Owner Lessor: 
 
               c/o Wilmington Trust Company 
               Rodney Square North 
               1100 North Market Street 
               Wilmington, DE 19890-0001 
               Attention: Corporate Trust Administr ation 
               Telephone No.: 302-636-6000 
               Facsimile No.: 302-636-4140 
 
               with a copy to: 
 
               Southern Company 
               270 Peachtree Street NW 
               Atlanta, GA 30303 
               Attn: Mr. Chris Kysar 
               Director, Finance and Capital Market s 
               Telephone No.: (404) 506-5162 
               Facsimile No.: (404) 506-0708 
 
          If to the Owner Manager or the Trust Comp any: 
 
               Wilmington Trust Company 
               Rodney Square North 
               1100 North Market Street 
               Wilmington, DE 19890-0001 
               Attention: Corporate Trust Administr ation 
               Telephone No.: 302-636-6000 
               Facsimile No.: 302-636-4140 
 
          If to the Equity Investor: 
 
               c/o Southern Company 
               270 Peachtree Street NW 
               Atlanta, GA 30303 
               Attn: Mr. Chris Kysar 
               Director, Finance and Capital Market s 
               Telephone No.: (404) 506-5162 
               Facsimile No.: (404) 506-0708 
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          If to the Indenture Trustee: 
 
               Union Bank of California, N.A. 
               475 Sansome Street, 12th Floor 
               San Francisco, CA 94111 
               Attention: Corporate Trust Departmen t 
               Telephone No.: (415) 296-6754 
               Facsimile No.: (415) 296-6757 
 
A copy of all notices provided for herein shall be sent by the party giving such 
notice to each of the other parties hereto. 
 
     Section 12.5. Survival. All warranties, repres entations, indemnities and 
covenants made by any party hereto, herein or in an y certificate or other 
instrument delivered by any such party or on the be half of any such party under 
this Agreement shall be considered to have been rel ied upon by each other party 
hereto and shall survive the consummation of the tr ansactions contemplated 
hereby and in the other Operative Documents regardl ess of any investigation made 
by any such party or on behalf of any such party. I n addition, the 
indemnification obligations by the Lessee under Sec tion 9.1 and Section 9.2 of 



this Agreement shall, subject to Section 9.1(b) and  Section 9.2(b), 
respectively, expressly survive the expiration or e arly termination (in either 
case, for whatever reason) of the Project Lease or the transfer or other 
disposition of the respective interests of the Equi ty Investor, the Owner 
Lessor, the Trust Company, the Owner Manager, the I ndenture Trustee and the 
Noteholders in, to and under this Agreement, the Pr oject Lease and the other 
Operative Documents. Upon expiration or early termi nation of the Project Lease 
(other than in connection with an assumption by the  Lessee of the Notes), the 
covenants of the Lessee in Section 5 shall terminat e. 
 
     Section 12.6. Successors and Assigns. This Agr eement shall be binding upon 
and shall inure to the benefit of, and shall be enf orceable by, the parties 
hereto and their respective successors and assigns as permitted by and in 
accordance with the terms hereof, including each su ccessive holder of the Equity 
Investor's Member Interest permitted under Section 7.1. Except as expressly 
provided herein or in the other Operative Documents , no party hereto may assign 
its interests herein without the consent of the oth er parties hereto. 
 
     Section 12.7. Governing Law. This Agreement ha s been delivered in the State 
of New York and shall be in all respects governed b y and construed in accordance 
with the law of the State of New York including all  matters of construction, 
validity and performance. 
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     Section 12.8. Severability. If any provision h ereof shall be invalid, 
illegal or unenforceable under Applicable Law, the validity, legality and 
enforceability of the remaining provisions hereof s hall not be affected or 
impaired thereby. 
 
     Section 12.9. Counterparts. This Agreement may  be executed by one or more 
of the parties hereto on any number of separate cou nterparts, and all of said 
counterparts taken together shall be deemed to cons titute one and the same 
instrument. A set of the copies of this Agreement s igned by all the parties 
shall be lodged with the Lessee, the Indenture Trus tee and the Equity Investor. 
 
     Section 12.10. Headings and Table of Contents.  The headings of the sections 
of this Agreement and the Table of Contents are ins erted for purposes of 
convenience only and shall not be construed to affe ct the meaning or 
construction of any of the provisions hereof. 
 
     Section 12.11. Limitation of Liability. 
 
               (a) No party to this Agreement shall  have any obligation or duty 
to the other parties with respect to the transactio ns contemplated hereby except 
those obligations or duties expressly set forth in this Agreement and the other 
Operative Documents to which it is a party, and non e of the Trust Company or the 
Indenture Trustee shall be liable for performance b y any other party hereto of 
such other party's obligations or duties hereunder or thereunder. In addition, 
under no circumstances whatsoever shall the Equity Investor be liable to the 
Lessee or any other Person in connection with the t ransactions contemplated 
hereby for any action or inaction on the part of an y other party hereto, 
including the Owner Lessor or the Owner Manager, wh ether or not such action or 
inaction is caused by willful misconduct or gross n egligence of the Owner Lessor 
or the Owner Manager, unless such action or inactio n is at the written direction 
or with the written consent of the Equity Investor.  
 
               (b) The Trust Company is entering in to the Operative Documents to 
which it is a party solely as manager under the LLC  Agreement and not in its 
individual capacity, except as expressly provided h erein or therein, and in no 
case whatsoever shall the Trust Company be personal ly liable for, or for any 
loss in respect of, any of the statements, represen tations, warranties, 
agreements or obligations of the Owner Lessor hereu nder or under any other 



Operative Document, as to all of which the other pa rties hereto agree to look 
solely to the Lessor Estate; provided, however, tha t the Trust Company shall be 
liable hereunder for its own gross negligence or wi llful misconduct or for a 
breach of its representations, warranties and coven ants made in its individual 
capacity. 
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               (c) The Indenture Trustee is enterin g into the Operative 
Documents to which it is a party solely as trustee under the Indenture, and not 
in its individual capacity, and in no case whatsoev er shall the Indenture 
Trustee be personally liable for, or for any loss i n respect of, any of the 
statements, representations, warranties, agreements  or obligations of the Owner 
Lessor hereunder or under any other Operative Docum ent, as to all of which the 
other parties hereto agree to look solely to the In denture Estate and the Lessor 
Estate, respectively; provided, however, that the I ndenture Trustee shall be 
liable hereunder for its own negligence or willful misconduct. 
 
               (d) Notwithstanding anything contain ed herein to the contrary, 
the right of the Indenture Trustee to perform any d iscretionary act enumerated 
herein or in any other Operative Document to which it is a party (including the 
right to consent to or approve of any action or doc ument which requires its 
consent or approval and the right to waive any prov ision of, or consent to any 
change or amendment to, any of the Operative Docume nts) shall not be construed 
as giving rise to any expressed or implied duty owe d by such trustee, and the 
Indenture Trustee shall not be answerable in connec tion with any of the 
foregoing for, or have any liability whatsoever as a result of, (i) its refusal 
to perform, consent or approve of such discretionar y acts without the prior 
consent or direction of the applicable percentage o f the Noteholders that would 
be required if such consent or direction was obtain ed under the Indenture, or 
(ii) its performance of any such discretionary act (except for any negligence or 
willful misconduct in the performance of such acts) . In connection with any such 
discretionary acts, the Indenture Trustee may in it s sole discretion (but shall 
not, except as otherwise provided in the Indenture or as otherwise required by 
Applicable Law, have any obligation to) request the  approval of the Noteholders, 
and each of the Noteholders may in its sole discret ion (but shall not, except as 
otherwise provided in the Operative Documents to wh ich it is a party or as 
otherwise required by Applicable Law, have any obli gation to) request the 
approval of the Noteholders. 
 
               (e) The Equity Investor will give th e Lessee and the Indenture 
Trustee at least 15 days' prior notice of any propo sed amendment or supplement 
to Sections 2, 5.2, 6, 7, 8, 9, 10, 12, 13, 14 and 15 of the LLC Agreement and 
deliver true, complete and fully executed copies to  the Lessee and the Indenture 
Trustee of any amendment or supplement to such Sect ions of the LLC Agreement. No 
amendment or supplement to the LLC Agreement that c ould materially adversely 
affect the interests of the Indenture Trustee shall  become effective without the 
written consent of the Indenture Trustee. 
 
               (f) None of the Trust Company, the O wner Manager, the Equity 
Investor, the Equity Investor or the Indenture Trus tee, or any Affiliates 
thereof (other than the Owner Lessor), will be pers onally liable to any holder 
of a Senior Note or in the case of the Owner Manage r or the Equity Investor, to 
the Indenture Trustee, for any amounts payable with  respect to the Senior Notes. 
All payments of principal of, premium, 
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if any, and interest on, the Senior Notes (other th an payments made in 
connection with an optional redemption or purchase by the Owner Lessor or Equity 



Investor and except as provided in Section 11.5) wi ll be made only from the 
Indenture Estate or the income and proceeds receive d by the Indenture Trustee 
therefrom (including Periodic Lease Rent payable by  the Lessee pursuant to the 
Project Lease). 
 
     Section 12.12. Consent to Jurisdiction; Waiver  of Trial by Jury; Process 
Agent. 
 
               (a) Each of the parties hereto (i) h ereby irrevocably submits to 
the nonexclusive jurisdiction of the Supreme Court of the State of New York, New 
York County (without prejudice to the right of any party to remove to the United 
States District Court for the Southern District of New York) and to the 
nonexclusive jurisdiction of the United States Dist rict Court for the Southern 
District of New York (and any court of appeals from  either thereof) for the 
purposes of any suit, action or other proceeding ar ising out of this Agreement, 
the other Operative Documents, or the subject matte r hereof or thereof or any of 
the transactions contemplated hereby or thereby bro ught by any of the parties 
hereto or their successors or assigns; (ii) hereby irrevocably agrees that all 
Claims in respect of such action or proceeding may be heard and determined in 
such New York State court, or in such federal court ; and (iii) to the extent 
permitted by Applicable Law, hereby irrevocably wai ves, and agrees not to 
assert, by way of motion, as a defense, or otherwis e, in any such suit, action 
or proceeding, any claim that such party is not per sonally subject to the 
jurisdiction of the above-named courts, that the su it, action or proceeding is 
brought in an inconvenient forum, that the venue of  the suit, action or 
proceeding is improper or that this Agreement, the other Operative Documents, or 
the subject matter hereof or thereof may not be enf orced in or by such court. 
 
               (b) TO THE EXTENT PERMITTED BY APPLI CABLE LAW, EACH OF THE 
PARTIES HERETO HEREBY IRREVOCABLY WAIVES THE RIGHT TO DEMAND A TRIAL BY JURY, IN 
ANY SUCH SUIT, ACTION OR OTHER PROCEEDING ARISING O UT OF THIS AGREEMENT, THE 
OTHER OPERATIVE DOCUMENTS, OR THE SUBJECT MATTER HEREOF OR THEREOF OR ANY OF THE 
TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY BROUGHT BY ANY OF THE PARTIES HERETO 
OR THEIR SUCCESSORS OR ASSIGNS. 
 
     Section 12.13. Consent to Security Filings. Pu rsuant to Applicable Law, 
each of the Lessee and the Owner Lessor authorizes the Indenture Trustee to file 
or record, or cause to be filed or recorded, financ ing statements and other 
filing or recording documents or instruments with r espect to the Collateral 
without the signature of the Lessee or the Owner Le ssor in such form and in such 
offices as appropriate in order to carry out the in tent and purpose of the 
Operative Documents and to establish and protect th e rights and remedies created 
or intended to be created in favor of the Indenture  Trustee 
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thereunder. The Indenture Trustee shall promptly de liver, or cause to be 
delivered, to the Lessee copies of any such stateme nts or amendments. 
 
     Section 12.14. Further Assurances. Each party hereto will promptly and duly 
execute and deliver such further documents to make such further assurances for 
and take such further action reasonably requested b y any party to whom such 
first party is obligated, all as may be reasonably necessary to carry out more 
effectively the intent and purpose of this Particip ation Agreement and the other 
Operative Documents. 
 
     Section 12.15. Effectiveness. This Agreement h as been dated as of the date 
first above written for convenience only. This Agre ement shall become effective 
on May 19, 2005, the date of execution and delivery  by each of the parties 
hereto. 
 
     Section 12.16. Confidentiality. Each of the Ow ner Lessor, the Owner 
Manager, the Equity Investor, the Indenture Trustee  and the Noteholders agrees 



to maintain the confidential nature of, and shall n ot use or disclose the 
Lessee's financial information or confidential info rmation identified by the 
Lessee as such (other than pursuant to a confidenti ality agreement substantially 
similar to the terms of this Section 12.16) without  first obtaining the Lessee's 
prior written consent; provided, that nothing in th is Section 12.16 shall 
require the Owner Lessor, the Owner Manager, the Eq uity Investor, the Indenture 
Trustee or the Noteholders to obtain any consent of  the Lessee in connection 
with and the Lessee hereby authorizes the Owner Les sor, the Owner Manager, the 
Equity Investor, the Indenture Trustee and each of the Noteholders to freely 
disclose any financial information or confidential information with respect to 
the Lessee, the Project, any Project Document or an y Operative Document or the 
parties thereto without any consent of the Lessee ( a) in connection with (i) 
exercising any of their respective rights under the  Operative Documents, 
including those exercisable upon the occurrence of a Lease Event of Default or 
an Indenture Event of Default, (ii) providing infor mation about the Lessee, the 
Project, any Project Document or any Operative Docu ment or the parties thereto 
to any Person acquiring, or potentially acquiring, any interest of the Owner 
Lessor or the Equity Investor under the Operative D ocuments and any such 
Person's directors, officers, employees, agents and  consultants in connection 
with their credit evaluation of the Lessee or other wise (if, in the case of any 
such Person potentially acquiring such an interest from the Owner Lessor or the 
Equity Investor, such Person agrees to be bound by the terms of a 
confidentiality agreement substantially similar to the terms of this Section 
12.16), (iii) any situation in which any of the Own er Lessor, the Owner Manager, 
the Equity Investor, the Indenture Trustee or the N oteholders is required by 
Applicable Law or required or requested by any Gove rnmental Entity to disclose 
information, (iv) providing information to counsel to any of the Owner Lessor, 
the Owner Manager, the Equity Investor, the Indentu re Trustee or the Noteholders 
in connection with the Transaction, (v) providing i nformation to independent 
auditors or other consultants retained by any of th e Owner Lessor, the Owner 
Manager, the Equity Investor, the 
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Indenture Trustee or the Noteholders, or (b) that i s in or becomes part of the 
public domain otherwise than through a wrongful act  of any of the Owner Lessor, 
the Owner Manager, the Equity Investor, the Indentu re Trustee or the Noteholders 
or any employees or agents thereof, (c) that is ind ependently developed by any 
of the Owner Lessor, the Owner Manager, the Equity Investor, the Indenture 
Trustee or the Noteholders and (d) that is disclose d to any of the Owner Lessor, 
the Owner Manager, the Equity Investor, the Indentu re Trustee or the Noteholders 
by a third party that has no obligation of confiden tiality with respect to the 
information disclosed. 
 
     Section 12.17. Entire Agreement. This Agreemen t, together with the other 
Operative Documents, constitutes the entire agreeme nt of the parties hereto and 
thereto with respect to the subject matter hereof a nd thereof and supercedes all 
oral and all prior written agreements and understan dings with respect to such 
subject matter. 
 
     Section 12.18. Expansion Project; Phase II Pro ject. 
 
               (a) Expansion Project. Each of the p arties hereto acknowledges 
that the Lessee expects to add the Expansion Projec t to the Project in 2006 or 
2007. The Expansion Project is expected to increase  the capability of the 
Project to generate additional power. The Expansion  Project (i) will constitute 
a Severable Modification and an Optional Modificati on which, unless such 
Expansion Project is financed with Additional Senio r Notes and/or an Additional 
Equity Investment pursuant to and in accordance wit h the terms and conditions 
of, the Operative Documents, will be financed by ON I (in which case the 
Expansion Project will not be subject to the Head L ease or the Project Lease), 
(ii) will not be undertaken unless and until a new power purchase agreement is 
entered into with respect to such additional capaci ty of the Expansion Project, 



(iii) will not be undertaken if the Improvement Con ditions have not been 
satisfied and (iv) will not be undertaken if the im plementation of the Expansion 
Project would reduce by more than a de minimis amou nt the rights and benefits of 
the Owner Lessor, and so long as the Lien of the In denture shall not have been 
terminated and fully discharged, the Indenture Trus tee, with respect to the 
Project. To the extent that additional resource rig hts are needed for the 
Expansion Project, and PGV-II is willing to provide  such resource rights, the 
parties agree to reasonably cooperate with the Less ee in securing an assignment 
by PGV-II back to the Lessee of such portion of the  rights in the Geothermal 
Resource assigned to PGV-II pursuant to the Resourc e Sublease Partial Assignment 
as may be required for the Expansion Project. 
 
               (b) Phase II Project. Each of the pa rties hereto also 
acknowledges that ONI or PGV-II expects to undertak e during the Basic Lease Term 
the Phase II Project either adjacent to the Project  or at a different location 
on the Land (as defined in the Resource Sublease Pa rtial Assignment). The Phase 
II Project and the Project in the aggregate, are ex pected to have a generation 
capacity of up to approximately 60 MW. 
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The Phase II Project shall be subject to satisfacti on of the conditions and 
limitations set forth in the Resource Sublease Part ial Assignment (which 
conditions and limitations are incorporated herein)  and shall only be permitted 
if the Person that has agreed to purchase the addit ional contemplated electrical 
output of the Phase II Project agrees that it shall  have no right against the 
Project, the Lessee, the Owner Lessor, the Indentur e Trustee, the Equity 
Investor or any Noteholder with respect to any matt er relating to the Phase II 
Project or the power to be sold therefrom, it being  understood that if the Power 
Purchaser shall purchase the output of the Phase II  Project, it shall enter into 
a new power purchase agreement. The Phase II Projec t will not be undertaken if 
the implementation thereof would reduce by more tha n a de minimis amount the 
rights and benefits of the Owner Lessor, and so lon g as the Lien of the 
Indenture shall not have been terminated and fully discharged, the Indenture 
Trustee, with respect to the Project. The parties a gree that the Phase II 
Project will not be part of the Project or subject to the Head Lease or the 
Project Lease. The parties agree to reasonably coop erate with PGV to implement 
the Phase II Project including with respect to any third party consents 
necessary to implement such Phase II Project, it be ing understood that PGV-II 
and ONI are third party beneficiaries of this Secti on. The parties acknowledge 
that PGV and PGV-II may have to enter into co-tenan cy agreements with PGV and/or 
the Owner Lessor with respect to certain shared fac ilities, as contemplated by 
Section 5.23. The parties agree to enter into or co nsent to such co-tenancy 
arrangements provided there is no adverse effect on  the operation, fair market 
value, residual value or useful life of the Project . 
 
     Section 12.19. Assumption of the Notes. Notwit hstanding the provisions of 
Section 13.2 of the Project Lease, if (a)(1) the Le ssee submits a Qualifying 
Cash Bid, and the Owner Lessor accepts (or is deeme d to have accepted) such 
Qualifying Cash Bid, or (2) the Lessee purchases th e Project for scrap pursuant 
to Section 13.2(c) of the Project Lease, (b) the Le ssee (or its designee) shall 
have executed and delivered an assumption agreement  to assume in full the Senior 
Notes and the obligations and liabilities of the Ow ner Lessor under the 
Indenture as permitted by and in accordance with Se ction 2.10(B) of the 
Indenture, (c) the Indenture Trustee shall have bee n granted a first priority 
security interest in and to all assets and property  which form the collateral 
under the Lessee Security Agreement and shall have received opinions of counsel, 
in form and substance satisfactory to the Indenture  Trustee, with respect to the 
assumption of the Notes, (d) all other conditions c ontained in such Section 
2.10(B) shall have been satisfied, and (d) no Lease  Default or Lease Event of 
Default shall have occurred and be continuing after  giving effect to such 
assumption, then the amounts otherwise payable by t he Lessee pursuant to Section 
13 of the Project Lease shall be reduced by the out standing principal amount of 



and accrued interest on the Notes so assumed by the  Lessee. Notwithstanding the 
provisions of Section 10.1 of the Project Lease, in  the case of a Regulatory 
Event of Loss, (i) if the Lessee (or its designee) shall have executed and 
delivered an assumption agreement to assume in full  the Senior Notes and the 
obligations 
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and liabilities of the Owner Lessor under the Inden ture as permitted by and in 
accordance with Section 2.10(B) of the Indenture, ( ii) all other conditions 
contained in such Section 2.10(B) shall have been s atisfied, and (iii) no 
Significant Lease Default of Lease Event of Default  shall have occurred or be 
continuing after giving effect to such assumption, then the obligation of the 
Lessee to pay Termination Value shall be reduced by  an amount equal to the 
outstanding principal amount of and accrued interes t on the Notes so assumed by 
the Lessee. 
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          IN WITNESS WHEREOF, the parties hereto ha ve caused this Participation 
Agreement to be executed and delivered by their res pective officers thereunto 
duly authorized. 
 
                                        PUNA GEOTHE RMAL VENTURE 
 
                                        By: ORNI 8 LLC, its partner 
 
                                           By: Orma t Nevada Inc., its Manager 
 
 
                                              By: / s/ Connie Stechman 
                                                  - ----------------------------- 
                                              Name:  Connie Stechman 
                                              Title : Assistant Secretary 
 
                                        By: OrPuna LLC, its partner 
 
                                           By: Orma t Nevada Inc., its Manager 
 
 
                                              By: / s/ Connie Stechman 
                                                  - ----------------------------- 
                                              Name:  Connie Stechman 
                                              Title : Assistant Secretary 
 
 
                                        SE PUNA, L. L.C. 
 
                                        By: Wilming ton Trust Company, not in its 
                                            individ ual capacity but solely as 
                                            Owner M anager 
 
 
                                        By: /s/ Jan el R. Harvilla 
                                            ------- ----------------------------- 
                                            Name: J anel R. Harvilla 
                                            Title: Financial Services Officer 
 
 
                                        WILMINGTON TRUST COMPANY 



 
 
                                        By: /s/ Jan el R. Harvilla 
                                            ------- ----------------------------- 
                                            Name: J anel R. Harvilla 
                                            Title: Financial Services Officer 
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                                        SE PUNA LEA SE, L.L.C. 
 
                                        By: SE Hawa ii, Inc., its sole member 
 
 
                                        By: /s/ Chr istopher J. Kysar 
                                            ------- ----------------------------- 
                                            Name: C hristopher J. Kysar 
                                            Title: Vice President 
 
 
                                        AIG ANNUITY  INSURANCE COMPANY, 
                                           as Noteh older 
 
                                        AMERICAN GE NERAL LIFE INSURANCE COMPANY, 
                                           as Noteh older 
 
                                        By: AIG Glo bal Investment Corp., 
                                            investm ent adviser 
 
 
                                        By: /s/ Joh n Henry Pollock 
                                            ------- ----------------------------- 
                                            Name: J ohn Henry Pollock 
                                            Title: Managing Director 
 
 
                                        ALLSTATE LI FE INSURANCE COMPANY, 
                                           as Noteh older 
 
 
                                        By: /s/ Wil liam R. Schmidt 
                                            ------- ----------------------------- 
                                            Name: W illiam R. Schmidt 
                                            Title: 
 
 
                                        By: /s/ Pat ricia W. Wilson 
                                            ------- ----------------------------- 
                                            Name: P atricia W. Wilson 
                                            Title: 
 
                                        Authorized Signatories 
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                                        UNION BANK OF CALIFORNIA, N.A., as 
                                           Indentur e Trustee 
 
 
                                        By: /s/ Son ia N. Flores 



                                            ------- ----------------------------- 
                                            Name: S onia N. Flores 
                                            Title: Vice President 
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                                           Appendix  A to Participation Agreement 
 
                                 [See Attached] 
 
 
 
                                              Annex  A to Participation Agreement 
 
                               Pricing Assumptions 
 
1.  Head Lease Rent under Head Lease Supplement No.  1:   $71,000,000 
 
2.  Senior Notes:                                        $53,409,170.88 
 
3.  Transaction Costs:                                   $2,500,000 
 
4.  Equity Investor's Commitment under Head Lease 
       Supplement No. 1:                                 $25,174,608.67 
                                                         (excluding Transaction 
                                                         Costs) 
 
5.  Cost Recovery Deductions:                            $71,000,000 - 5 year 
                                                         MACRS on a half-year 
                                                         convention placed in 
                                                         service on the Closing 
                                                         Date 
 
                                                         Transaction Expenses - 
                                                         Straight Line over 
                                                         Basic Lease Term 
 
6.  Basic Lease Term:                                    From the Closing Date 
                                                         to the Basic Lease Term 
                                                         Expiration Date 
 
7.  Closing Date:                                        May 19, 2005 
 
8.  Basic Lease Term Expiration Date:                    January 3, 2028 
 
9.  Rent Payment Date/s:                                 June 30 and December 30 
                                                         of each year during the 
                                                         Basic Lease Term 
 
10. Equity Investor Fiscal Year End:                     December 31 
 
11. Equity Investor Federal Income Tax Rate:             35% 
 
12. Equity Investor State Income Tax Rate:               6.4% 
 
13. Early Buyout Option Date:                            December 30, 2010 
 
14. Lease Debt Rate:                                     6.24% 
 
15. Discount Rate for US GAAP:                           8.00% 
 



16. Semi-Annual Long-term AFR @ 110%:                    5.25% p.a. 
 
17. Minimum Lease Rent Coverage Ratio:                   1.4:1 
 
18. Hawaii General Excise Tax:                           4.167% general excise 
                                                         tax on Periodic Lease 
                                                         Rent 
 
 
 
 
 
 
                                  Schedule 3.1(h)(i i) to Participation Agreement 
 
                             RECORDINGS AND FILINGS  
 
A.   Recordings 
 
     (1)    Memorandum of Resource Sublease Partial  Assignment 
            Assignor:            Puna Geothermal Ve nture 
            Assignee:            PGV-II 
            Property:            Any property subje ct to the Memorandum of 
                                 Resource Sublease Partial Assignment 
            To be filed w/:      Bureau of Conveyan ces, Hawaii County, Hawaii 
 
     (2)    Memorandum of State Partial Assignment Consent 
            Lessor:              State of Hawaii 
            Lessee:              Puna Geothermal Ve nture 
            Lessee:              PGV-II 
            Property:            Any property subje ct to the Memorandum of State 
                                 Partial Assignment  Consent 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (3)    Memorandum of KLDC Partial Assignment C onsent 
            Master Lessor:       KLDC 
            Lessor:              KLP 
            Lessee:              Puna Geothermal Ve nture 
            PGV-II               PGV-II 
            Property:            Any property subje ct to the Memorandum of KLDC 
                                 Partial Assignment  Consent 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (4)    Memorandum of KLP Partial Assignment Co nsent 
            Lessor:              KLP 
            Lessee:              Puna Genothermal V enture 
            Lessee:              PGV-II 
            Property:            Any property subje ct to the Memorandum of KLP 
                                 Partial Assignment  Consent 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (5)    Memorandum of Second Amendment to Lease  (Master Lease) 
            Master Lessor:       KLDC 
            Lessor:              KLP 
            Property:            Any property subje ct to the Memorandum of 
                                 Second Amendment t o Lease (Master Lease) 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
 
 
     (6)    Memorandum to Third Amendment to Lease (Resource Sublease) 
            Lessor:              KLP 
            Lessee:              Puna Geothermal Ve nture 
            Property:            Any property subje ct to the Memorandum to Third 
                                 Amendment to Lease  (Resource Sublease) 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 



 
     (7)    Memorandum of Head Lease 
            Head Lessor:         Puna Geothermal Ve nture 
            Head Lessee:         Owner Lessor 
            Property:            Any property subje ct to the Memorandum of Head 
                                 Lease 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (8)    Memorandum of Project Lease 
            Owner Lessor:        SE Puna, L.L.C. 
            Lessee:              Puna Geothermal Ve nture 
            Property:            Any property subje ct to the Memorandum of 
                                 Project Lease 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (9)    Memorandum of Sublease of Power Plant S ublease 
            Sublessor:           Puna Geothermal Ve nture 
            Sublessee:           SE Puna, L.L.C. 
            Property:            Any property subje ct to the Memorandum of 
                                 Sublease of Power Plant Sublease 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (10)   Memorandum of Sublease of Resource Subl ease 
            Sublessor:           Puna Geothermal Ve nture 
            Sublessee:           SE Puna, L.L.C. 
            Property:            Any property subje ct to the Memorandum of 
                                 Sublease of Resour ce Sublease 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
 
     (11)   Memorandum of Sub-Grant of Delivery Sys tem Grant of Easements 
            Subgrantor:          Puna Geothermal Ve nture 
            Subgrantee:          SE Puna, L.L.C. 
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            Property:            Any property subje ct to the Memorandum of Sub- 
                                 Grant of Delivery System Grant of Easements 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (12)   Memorandum of Sub-Sublease of Power Pla nt Sublease 
            Sub-Sublessor:       SE Puna, L.L.C. 
            Sub-Sublessee:       Puna Geothermal Ve nture 
            Property:            Any property subje ct to the Memorandum of Sub- 
                                 Sublease of Power Plant Sublease 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (13)   Memorandum of Sub-Sublease of Resource Sublease 
            Sub-Sublessor:       SE Puna, L.L.C. 
            Sub-Sublessee:       Puna Geothermal Ve nture 
            Property:            Any property subje ct to the Memorandum of Sub- 
                                 Sublease of Resour ce Sublease 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (14)   Memorandum of Sub-Sub-Grant of Delivery  System Grant of Easements 
            Subgrantee:          Puna Geothermal Ve nture 
            Subgrantor:          SE Puna, L.L.C. 
            Property:            Any property subje ct to the Memorandum of Sub- 
                                 Sub-Grant of Deliv ery System Grant of Easements 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 



     (15)   Memorandum of State Consent 
            Lessor:              State of Hawaii 
            Lessee:              Puna Geothermal Ve nture 
            Property:            Any property subje ct to the Memorandum of State 
                                 Consent 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (16)   Memorandum of KLDC Consent 
            Master Lessor:       KLDC 
            Lessor:              KLP 
            Property:            Any property subje ct to the Memorandum of KLDC 
                                 Consent 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
 
     (17)   Memorandum of KLP Consent 
            Lessor:              KLP 
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            Lessee:              Puna Geothermal Ve nture 
            Property:            Any property subje ct to the Memorandum of KLP 
                                 Consent 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (18)   Memorandum of KLDC Estoppel 
            Master Lessor:       KLDC 
            Lessor:              KLP 
            Lessee:              Puna Geothermal Ve nture 
            Property:            Any property subje ct to the Memorandum of KLDC 
                                 Estoppel 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (19)   KLDC Mortgage 
            Mortgagor:           KLDC 
            Mortgagee:           Puna Geothermal Ve nture 
            Property:            Any property subje ct to the KLDC Mortgage 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (20)   KLP Mortgage 
            Mortgagor:           KLP 
            Mortgagee:           Puna Geothermal Ve nture 
            Property:            Any property subje ct to the KLP Mortgage 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (21)   Special Power of Attorney (PGV to Owner  Lessor) 
 
     (22)   Special Power of Attorney (Owner Lessor  to Indenture Trustee) 
 
     (23)   KLDC Mortgage Assignment 
            Mortgagee:           Puna Geothermal Ve nture 
            Mortgagor:           KLDC 
            Assignor             Puna Geothermal Ve nture 
            Assignee             SE Puna, L.L.C. 
            Property:            Any property subje ct to the KLDC Mortgage 
                                 Assignment 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
 
     (24)   KLP Mortgage Assignment 
            Mortgagor:           KLP 



            Mortgagee:           Puna Geothermal Ve nture 
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            Assignor:            Puna Geothermal Ve nture 
            Assignee:            SE Puna, L.L.C. 
            Property:            Any property subje ct to the KLP Mortgage 
                                 Assignment 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (25)   Owner Lessor Assignment of Head Lease 
            Owner Lessor:        SE Puna, L.L.C. 
            Indenture Trustee:   Union Bank of Cali fornia 
            Property:            Any property subje ct to the Owner Lessor 
                                 Assignment of Head  Lease 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (26)   Owner Lessor Assignment of Project Leas e 
            Owner Lessor:        SE Puna, L.L.C. 
            Indenture Trustee:   Union Bank of Cali fornia 
            Property:            Any property subje ct to the Owner Lessor 
                                 Assignment of Proj ect Lease 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (27)   Owner Lessor Assignment of Sublease of Power Plant Sublease 
            Assignor:            SE Puna, L.L.C. 
            Assignee:            Union Bank of Cali fornia 
            Property:            Any property subje ct to the Owner Lessor 
                                 Assignment of Subl ease of Power Plant Sublease 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (28)   Owner Lessor Assignment of Sublease of Resource Sublease 
            Assignor:            SE Puna, L.L.C. 
            Assignee:            Union Bank of Cali fornia 
            Property:            Any property subje ct to the Owner Lessor 
                                 Assignment of Subl ease of Resource Sublease 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (29)   Owner Lessor Assignment of Sub-Grant of  Delivery System Grant of 
            Easements 
            Assignor:            SE Puna, L.L.C. 
            Assignee:            Union Bank of Cali fornia 
            Property:            Any property subje ct to the Owner Lessor 
                                 Assignment of Subl ease of Sub-Grant of Delivery 
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                                 System Grant of Ea sements 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (30)   KLDC Mortgage Assignment (Indenture Tru stee) 
            Mortgagee:           Puna Geothermal Ve nture 
            Mortgagor:           KLDC 
            Assignor:            Puna Geothermal Ve nture 
            Assignee:            Union Bank of Cali fornia 



            Property:            Any property subje ct to the KLDC Mortgage 
                                 Assignment (Indent ure Trustee) 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (31)   KLP Mortgage Assignment (Indenture Trus tee) 
            Mortgagor:           KLP 
            Mortgagee:           PGV 
            Assignor:            SE Puna, L.L.C. 
            Assignee:            Indenture Trustee 
            Property:            Any property subje ct to the KLP Mortgage 
                                 Assignment (Indent ure Trustee) 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (32)   Indenture of Trust Security Agreement 
            Owner Lessor:        SE Puna, L.L.C. 
            Indenture Trustee:   Union Bank of Cali fornia 
            Property:            Indenture Estate 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
B.   Filings 
 
      (1)   Filing of UCC-1 Financing Statement 
            Debtor:              Puna Geothermal Ve nture 
            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Assignor :           SE Puna, L.L.C. 
            Collateral:          Collateral under t he Lessee Security Agreement 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
 
      (2)   Filing of UCC-1 Financing Statement 
            Debtor:              SE Puna, LLC 
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            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Collateral:          Indenture Estate 
            To be filed w/:      Secretary of State , Delaware 
 
      (3)   Filing of UCC-1 Financing Statement 
            Debtor:              SE Puna, L.L.C. 
            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Collateral:          Indenture Estate ( Fixture) 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
      (4)   Filing of UCC-1 Financing Statement 
            Debtor:              ORNI 8 LLC 
            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Assignor:            SE Puna, L.L.C. 
            Collateral:          PGV Partnership In terest (Partnership Pledge 
                                 Agreement) 
            To be filed w/:      Secretary of State , Delaware 
 
      (5)   Filing of UCC-1 Financing Statement 
            Debtor:              OrPuna LLC 
            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Assignor:            SE Puna, L.L.C. 



            Collateral:          PGV Partnership In terest (Partnership Pledge 
                                 Agreement) 
            To be filed w/:      Secretary of State , Delaware 
 
      (6)   Filing of UCC-1 Financing Statement 
            Debtor:              Ormat Nevada Inc. 
            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Assignor:            SE Puna, L.L.C. 
            Collateral:          ORNI 8/OrPuna LLC Interests (LLC Pledge 
                                 Agreement) 
            To be filed w/:      Secretary of State , Delaware 
 
 
      (7)   Filing of UCC-1 Financing Statement 
            Debtor:              Puna Geothermal Ve nture 
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            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Assignor :           SE Puna, L.L.C. 
            Collateral:          Project Lease 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
      (8)   Filing of UCC-1 Financing Statement 
            Debtor:              Puna Geothermal Ve nture 
            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Assignor :           SE Puna, L.L.C. 
            Collateral:          Assignment by Way of Security of the KLDC Real 
                                 Property Mortgage 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
      (9)   Filing of UCC-1 Financing Statement 
            Debtor:              SE Puna, L.L.C. 
            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Collateral:          Assignment by Way of Security of the KLDC Real 
                                 Property Mortgage (Indenture Trustee) 
            To be filed w/:      Secretary of State , Delaware 
 
     (10)   Filing of UCC-1 Financing Statement 
            Debtor:              Puna Geothermal Ve nture 
            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Assignor :           SE Puna, L.L.C. 
            Collateral:          Assignment by Way of Security of the KLP Real 
                                 Property Mortgage 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (11)   Filing of UCC-1 Financing Statement 
            Debtor:              SE Puna, L.L.C. 
            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Collateral:          Assignment by Way of Security of the KLP Real 
                                 Property Mortgage (Indenture Trustee) 
            To be filed w/:      Secretary of State , Delaware 
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     (12)   Filing of UCC-1 Financing Statement 
            Debtor:              SE Puna, L.L.C. 
            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Collateral:          Assignment by Way of Security of Project Lease 
            To be filed w/:      Secretary of State , Delaware 
 
     (13)   Filing of UCC-1 Financing Statement 
            Debtor:              SE Puna, L.L.C. 
            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Collateral:          Assignment by Way of Security of Head Lease 
            To be filed w/:      Secretary of State , Delaware 
 
     (14)   Filing of UCC-1 Financing Statement 
            Debtor:              SE Puna, L.L.C. 
            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Collateral:          Assignment by Way of Security of Owner Lessor's 
                                 Rights in Sublease  of Resource Sublease 
            To be filed w/:      Secretary of State , Delaware 
 
     (15)   Filing of UCC-1 Financing Statement 
            Debtor:              SE Puna, L.L.C. 
            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Collateral:          Assignment by Way of Security of Owner Lessor's 
                                 Rights in Sub Gran t of Delivery System Grant of 
                                 Easements 
            To be filed w/:      Secretary of State , Delaware 
 
     (16)   Filing of UCC-1 Financing Statement 
            Debtor:              SE Puna, L.L.C. 
            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Collateral:          Assignment by Way of Security of Owner Lessor's 
                                 Rights in Sublease  of Power Plant Sublease 
            To be filed w/:      Secretary of State , Delaware 
 
 
     (17)   Filing of UCC-1 Financing Statement 
            Debtor:              SE Puna, L.L.C. 
 
 
                                       9 
 
 
 
 
 
            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 
                                 Trustee 
            Collateral:          Assignment by Way of Security of Owner Lessor's 
                                 Rights in Sub Gran t of Delivery System Grant of 
                                 Easements (Fixture ) 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
 
     (18)   Filing of UCC-1 Financing Statement 
            Debtor:              SE Puna, L.L.C. 
            Secured Party:       Union Bank of Cali fornia, N.A., as Indenture 



                                 Trustee 
            Collateral:          Assignment by Way of Security of Owner Lessor's 
                                 Rights in Sublease  of Power Plant Sublease 
                                 (Fixture) 
            To be filed w/:      Bureau of Conveyan ces, Hawaii 
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                                        Schedule 5. 22 to Participation Agreement 
 
                                     Part 1 
 
1.   Bank Name:        Bank of Hawaii 
     ABA Number:       121301028 
     Account Number:   0003-427145 
     Reference:        PGV General Account 
 
2.   Bank Name:        Bank of Hawaii 
     ABA Number:       121301028 
     Account Number:   0003-427153 
     Reference:        PGV Petty Cash Account 
 
 
 
                                     Part 2 
 
1.   Bank Name:        Bank of Hawaii 
     ABA Number:       121301028 
     Account Number:   0059-020846 
     Reference:        PGV Employee Fund 
 
 
 
                                       2 
 
 
 
 
 
                                     Part 3 
 
1.   Bank Name:        Bank of Hawaii 
     ABA Number:       121301028 
     Account Number:   59-019643 
     Reference:        PGV Condition 50 
 
2.   Bank Name:        Bank of Hawaii 
     ABA Number:       121301028 
     Account Number:   0006-112275 
     Reference:        PGV Time Certificate of Depo sit 
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                                            Exhibit  A to Participation Agreement 
 
                      [Form of Section 5.4(d) Certi ficate] 



 
                             PUNA GEOTHERMAL VENTUR E 
 
                      Section 5.4(d) Officer's Cert ificate 
 
          Reference is made to that certain Partici pation Agreement (the 
"Participation Agreement"), dated as of May 18, 200 5, by and among Puna 
Geothermal Venture, a Hawaii general partnership (t he "Lessee"), SE Puna, 
L.L.C., a Delaware limited liability company (the " Owner Lessor"), Wilmington 
Trust Company, a banking corporation organized and existing under the laws of 
the State of Delaware, in its individual capacity ( the "Trust Company"), SE Puna 
Lease, L.L.C., a Delaware limited liability company  (the "Equity Investor"), AIG 
Annuity Insurance Company, American General Life In surance Company and Allstate 
Life Insurance Company (each a "Noteholder" and, co llectively, the 
"Noteholders") and Union Bank of California, N.A., not in its individual 
capacity, but solely as trustee under the Indenture  (the "Indenture Trustee"). 
Capitalized terms used herein but not otherwise def ined shall have the meanings 
set forth in Appendix A to the Participation Agreem ent. 
 
          Pursuant to Section 5.4(d) of the Partici pation Agreement, the 
undersigned, acting solely as the [Insert title] of  the Lessee, does hereby 
certify that the calculation of the Lease Rent Cove rage Ratio for the two 
preceding semiannual periods as set forth in Exhibi t A hereto is true and 
correct and the Projected Lease Rent Coverage Ratio  for the then-current 
semiannual period and the immediately following sem iannual period as set forth 
in Exhibit A hereto is (i) based on reasonable assu mptions as to all legal and 
factual matters material to the estimates for such Projected Lease Rent Coverage 
Ratio and (ii) has been prepared in good faith and with due care. 
 
                  [Remainder of Page Intentionally Left Blank] 
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                                        Puna Geothe rmal Venture 
 
 
                                        By: 
                                            ------- ----------------------------- 
                                            Name: 
                                            Title: 
 
                                        Dated as of  [__________ __], 200[_] 
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                  Calculation of Lease Rent Coverag e Ratio and 
                       Projected Lease Rent Coverag e Ratio 
 
          A. Lease Rent Coverage Ratio for period [ 7/1/XX] to [12/30/XX] and 
[1/1/XX] to [6/30/XX] or [1/1/XX] to [6/30/XX] and [7/1/XX] to [12/30/XX] 
 
          (1) Project Revenues for 
 
          [7/1/XX] to [12/30/XX] or [1/1/XX] to [6/ 30/XX]: ___________ 
 
          [1/1/XX] to [6/30/XX] or [7/1/XX] to [12/ 30/XX]: ___________ 
 
          (2) Operating Costs for 
 
          [7/1/XX] to [12/30/XX] or [1/1/XX] to [6/ 30/XX]: ___________ 
 
          [1/1/XX] to [6/30/XX] or [7/1/XX] to [12/ 30/XX]: ___________ 



 
          (3) Periodic Lease Rent on [6/30/XX] and [12/30/XX]: ___________ 
 
          Lease Rent Coverage Ratio* for 
 
          [7/1/XX] to [12/30/XX] or [1/1/XX] to [6/ 30/XX]: ___________ 
 
          [1/1/XX] to [6/30/XX] or [7/1/XX] to [12/ 30/XX]: ___________ 
 
---------- 
*    (1)-(2) / (3) 
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          B. Projected Lease Rent Coverage Ratio fo r period [7/1/XX] to 
[12/30/XX] and [1/1/XX] to [6/30/XX] or [1/1/XX] to  [6/30/XX] and [7/1/XX] to 
[12/30/XX] 
 
          (4) Project Revenues for 
 
          [7/1/XX] to [12/30/XX] or [1/1/XX] to [6/ 30/XX]: ___________ 
 
          [1/1/XX] to [6/30/XX] or [7/1/XX] to [12/ 30/XX]: ___________ 
 
          (5) Operating Costs for 
 
          [7/1/XX] to [12/30/XX] or [1/1/XX] to [6/ 30/XX]: ___________ 
 
          [1/1/XX] to [6/30/XX] or [7/1/XX] to [12/ 30/XX]: ___________ 
 
          (6) Periodic Lease Rent on [6/30/XX] and [12/30/XX]: ___________ 
 
          Projected Lease Rent Coverage Ratio* for 
 
          [7/1/XX] to [12/30/XX] or [1/1/XX] to [6/ 30/XX]: ___________ 
 
          [1/1/XX] to [6/30/XX] or [7/1/XX] to [12/ 30/XX]: ___________ 
 
---------- 
*    (1)-(2) / (3) 
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                      [Form of Semiannual Operating  Report] 
 
                       SEMI-ANNUAL OPERATING REPORT  FORMAT 
 
     o    Executive Summary 
 
          o    Financial 
 
          o    Operating 
 
          o    Well Drilling Activities (as applica ble) 
 
 
 
OPERATING AND PERFORMANCE DATA 
 
<TABLE> 
 
                                                            CURRENT SIX MONTHS               YEAR TO D ATE



                                                       ---------------------------   ---------------------------
OPERATING STATISTICS                                   Actual   Budget   % Var (1)   Actual   Budget   % Var (1)
--------------------                                   ------   ------   ---------   ------   ------
 
Peak Energy Sold (MWh) - First 25MW 
Peak Energy Sold (MWh) - Additional 5MW 
Off-Peak Energy Sold (MWh) - First 22MW 
Off-Peak Energy Sold (MWh) - Additional MW 
TOTAL ENERGY SOLD (MWH) 
 
Peak Capacity Factor (based on PPA on Peak Max) 
Off Peak Capacity Factor (based on PPA Off Peak Max ) 
Total Capacity Factor (weighted on and off peak) 
Average Gross Power (MW) 
Average Net Power (MW) 
%OEC Availability 
Scheduled Outage Hours 
Forced Outage Hours 
Number of Plant Trips (per PPA) 
 
Gross Generation (MWh) 
Parasitic Load (MWh) 
Parasitic Load / Gross Generation (%) 
</TABLE> 
 
 
(1)  In excess of 20% or $10,000, whichever is grea ter 
 
     DISCUSSION SECTIONS WOULD INCLUDE: 
 
          o    Operating Highlights and Description  of variances 
 
          o    Wellfield Operations 
 
          o    Lost Production 
 
          o    Description of Maintenance Activitie s (routine and major) for the 
               period 
 
          o    Environmental / Safety activities fo r the period 
 
          o    Overview of Communications with Powe r Purchaser 
 
          o    Discussion of any Regulatory, Politi cal, or Legal Issues 
 
          o    Community Relations 
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          o    Administrative / Other 
 
          o    Progress and Status of Drilling Acti vities (until new wells are 
               contributing) 
 
 
 
     TRACER TEST (WHEN APPLICABLE) 
 
          o    Discussion of Tracer Tests in planni ng 
 
          o    Tracer Test Results (when available)  as follows 
 
<TABLE> 
 



                 Wellhead 
             Pressure (psig,    Estimated   Estimat ed 
Production      range and      Total Mass    Enthal py       Steam      Steam Rate 
   Wells        ~average)      Rate (kph)   (Btu/lb m)   Fraction (%)      (kph)     Power (MWn)  
----------   ---------------   ----------   ------- --   ------------   ----------   -----------  
 
KS - ___ 
KS - ___ 
Total 
                                                                      Maximum Injection Rate at  
                 Wellhead      Average Injection Ra te                          450 psig 
 Injection   Pressure (psig,   -------------------- --   Temperature   -------------------------  
   Wells         range)             (kph)   (gpm)        Range (F)          (kph)   (gpm) 
----------   ---------------        -----   -----       -----------         -----   ----- 
KS - ___ 
KS - ___ 
Total 
</TABLE> 
 
 
State performance basis (number of units running, i njection pumps on or off). 
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FINANCIAL DATA 
 
<TABLE> 
 
                                                    CURRENT SIX MONTHS               YEAR TO DATE
                                               ---- -----------------------   ---------------------------
ENERGY RATE DATA                               Actu al   Budget   % Var (1)   Actual   Budget   % Var ( 1)
----------------                               ---- --   ------   ---------   ------   ------   ---------
 
Average On-Peak Power Price (25MW) 
Average On-Peak Power Price (Additional 5MW) 
Average Off-Peak Power Price (22MW) 
Average Off-Peak Power Price (Additional MW) 
 
REVENUES 
   Total Capacity Revenues 
   Total Energy Revenues 
TOTAL REVENUES 
 
OPERATING EXPENSES 
PLANT O&M 
Labor 
Chemicals, Parts, Tools 
Systems Maintenance 
Safety and General Expenses 
Administrative Services 
 
VARIABLE O&M 
Field Expenses 
Environmental Expenses 
 
MAJOR MAINTENANCE 
 
GENERAL LESSEE'S COSTS 
Resource Royalties 
Land Rent 
Terra Thermal Royalties 
Insurance 



Other G&A 
 
PROPERTY & GE TAX 
Property Tax 
Revenues GE Tax 
Rent GE Tax 
 
AGENT FEES 
Agent Fees 
 
TOTAL OPERATING EXPENSES 
 
OPERATING INCOME 
</TABLE> 
 
 
(1)  In excess of 20% or $10,000, whichever is grea ter. 
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     DISCUSSION SECTIONS WOULD INCLUDE: 
 
          o    Financial Highlights and Discussion of Variances 
 
          o    Well Maintenance Reserve Account det ail, including the date and 
               amount of any withdrawals and the ba lance at the end of the 
               applicable period. 
 
          o 
 
     APPENDIX TO BE PROVIDED 
 
          o    Turbine Vibration Monitoring Reports  and data, for the applicable 
               period. 
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                        [Form of Annual Operating B udget] 
 
                         PGV - FORM OF OPERATING BU DGET 
 
Revenues                 _____________ 
 
Plant O&M                _____________ 
 
Variable O&M             _____________ 
 
Major Maintenance        _____________ 
 
General Leasee's costs   _____________ 
 
Property & GE Tax        _____________ 
 
Agent Fees               _____________ 
 
TOTAL OPERATING COSTS    _____________ 
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                       BUDGET [YEAR] - ITEMS SUMMAR Y ($K) 
 
 
PLANT O&M                     _____________ 
 
Labor                         _____________ 
Chemichals, Parts, Tools      _____________ 
Systems Maintenance           _____________ 
Safety and General Expenses   _____________ 
Administrative Services       _____________ 
 
 
VARIABLE O&M                  _____________ 
Field Expenses                _____________ 
Environmental Expenses        _____________ 
 
MAJOR MAINTENANCE             _____________ 
 
 
GENERAL LEASEE'S COSTS        _____________ 
Resource Royalties            _____________ 
Land Rent                     _____________ 
Terra Thermal Royalties       _____________ 
Insurance                     _____________ 
Other G&A                     _____________ 
 
PROPERTY & GE TAX             _____________ 
Property Tax                  _____________ 
Revenues GE Tax               _____________ 
Rent GE Tax                   _____________ 
 
AGENT FEES                    _____________ 
Agent Fees                    _____________ 
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                       [Form of Subordination Provi sions] 
 
          The indebtedness evidenced by this instru ment (herein called the 
"Subordinated Debt") is junior, subordinated and su bject in right of payment to 
the prior payment in full in cash of all Rent, as d efined herein, payable by 
Puna Geothermal Venture, a Hawaii general partnersh ip (the "Lessee"). Each 
holder of this instrument, by its acceptance hereof , agrees to and shall be 
bound by all the provisions hereof. 
 
          As used herein, the term "Rent" shall mea n all Periodic Lease Rent, 
Renewal Lease Rent and Supplemental Lease Rent (as each term is defined in the 
Participation Agreement defined below) payable by t he Lessee under the Project 
Lease Agreement, dated as of May 18, 2005 (the "Pro ject Lease") between SE Puna, 
L.L.C. (the "Owner Lessor") and the Lessee or arisi ng out of or in connection 
with the Participation Agreement, dated as of May 1 8, 2005 (as the same may be 
amended, supplemented or otherwise modified from ti me to time, the 
"Participation Agreement"), among the by and betwee n the Lessee, the Owner 
Lessor, Wilmington Trust Company, a banking corpora tion organized and existing 
under the laws of the State of Delaware, in its ind ividual capacity (the "Trust 
Company"), SE Puna Lease, L.L.C., a Delaware limite d liability company (the 
"Equity Investor"), AIG Annuity Insurance Company, American General Life 
Insurance Company and Allstate Life Insurance Compa ny (each a "Noteholder" and, 
collectively, the "Noteholders") and Union Bank of California, N.A., not in its 



individual capacity, but solely as trustee under th e Indenture (the "Indenture 
Trustee"), and all other Operative Documents (as su ch term is defined in the 
Participation Agreement). 
 
          Unless and until all Rent shall have been  paid in full in accordance 
with the terms of the Operative Documents, the Less ee will not, directly or 
indirectly, make or agree to make: 
 
               (a) any payment (in cash or property , by set-off or otherwise), 
               direct or indirect, of or on account  of any principal, premium 
               (if any) or interest in respect of a ny Subordinated Debt (or any 
               indebtedness subordinated to any Sub ordinated Debt) and no such 
               payment shall be accepted by any hol der of Subordinated Debt, or 
 
               (b) any redemption, purchase or othe r acquisition, direct or 
               indirect, of any Subordinated Debt ( or any indebtedness 
               subordinated to any Subordinated Deb t), and no holder of any 
               Subordinated Debt shall be a party t o any such redemption, 
               purchase or other acquisition, 
 
in each case, other than from amounts that are perm itted to be distributed to 
the Lessee in accordance with Section 5.9 of the De positary Agreement. 
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          Upon (a) any acceleration of the principa l amount due on the 
Subordinated Debt or (b) any payment or distributio n of assets of the Lessee of 
any kind or character, whether in cash, property or  securities, to creditors 
upon any dissolution or winding up or total or part ial liquidation or 
reorganization or similar proceeding of the Lessee or its property, whether 
voluntary or involuntary or in bankruptcy, insolven cy, receivership or other 
proceedings or upon an assignment for the benefit o f creditors, then and in any 
such event all Rent shall first be paid in full in cash before the holders of 
the Subordinated Debt shall be entitled to receive and retain any assets so paid 
or distributed in respect of the Subordinated Debt (for principal, premium (if 
any), interest or otherwise); and, upon any such ac celeration, dissolution or 
winding up or liquidation or reorganization or simi lar proceeding, any payment 
or distribution of assets of the Lessee of any kind  or character, whether in 
cash, property or securities, to which the holders of the Subordinated Debt 
would be entitled, except as otherwise provided her ein, shall be paid by the 
Lessee or by any receiver, trustee in bankruptcy, l iquidating trustee, agent or 
other person making such payment or distribution, o r by the holders of the 
Subordinated Debt if received by them, directly to the Owner Lessor, the Equity 
Investor, the Trust Company, the Indenture Trustee,  the Noteholders or such 
other Person to whom such Rent is owed (collectivel y, the "Financing Parties"), 
provided that until the Lien of the Indenture has b een terminated and fully 
discharged, the Financing Party shall be the Indent ure Trustee, in accordance 
with the Operative Documents to the extent necessar y to pay all Rent in full, 
after giving effect to any concurrent payment or di stribution to the Financing 
Parties, before any payment or distribution is made  to the holders of the 
Subordinated Debt. 
 
          The holder of this instrument hereby irre vocably authorizes and 
empowers (without imposing any obligation on) each Financing Party and such 
Financing Party's representatives, under the circum stances set forth in the 
immediately preceding paragraph, to demand, sue for , collect and receive every 
such payment or distribution described therein and give acquittance therefor, to 
file claims and proofs of claims in any statutory o r nonstatutory proceeding, to 
vote such Financing Party's ratable share of the fu ll amount of the Subordinated 
Debt evidenced by this instrument in its sole discr etion in connection with any 
resolution, arrangement, plan of reorganization, co mpromise, settlement or 
extension and to take all such other action (includ ing without limitation, the 
right to participate in any composition of creditor s and the right to vote such 
Financing Party's ratable share of the Subordinated  Debt evidenced by this 



instrument at creditors' meetings for the election of trustees, acceptances of 
plans and otherwise), in the name of the holder of the Subordinated Debt 
evidenced by this instrument or otherwise, as such Financing Party's 
representatives may deem necessary or desirable for  the enforcement of the 
subordination provisions of this instrument. The ho lder of this instrument shall 
execute and deliver to each Financing Party and suc h Financing Party's 
representatives all such further instruments confir ming the foregoing 
authorization, and all such powers of 
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attorney, proofs of claim, assignments of claim and  other instruments, and shall 
take all such other action as may be requested by s uch Financing Party or such 
Financing Party's representatives in order to enabl e such Financing Party to 
enforce all claims upon or in respect of such Finan cing Party's ratable share of 
the Subordinated Debt evidenced by this instrument.  
 
          Should any payment or distribution be col lected or received by the 
holder of this instrument and such collection or re ceipt is not expressly 
permitted by the foregoing provisions, such holder shall forthwith turn over the 
same to the Financing Parties or their representati ves in the form received 
(except for the endorsement or the assignment of su ch holder when necessary) 
and, until so turned over, the same shall be held i n trust by such holder as the 
property of the Financing Parties. 
 
          No holder of this instrument shall, witho ut the prior written consent 
of the Financing Parties, have any right to demand payment of, or accelerate the 
maturity of, or institute any proceedings to enforc e, or exercise any rights in 
respect of any indebtedness evidenced by this instr ument until the Rent is paid 
in full. 
 
          Until the Rent shall have been paid in fu ll, the holders of the 
Subordinated Debt will not, without the prior writt en consent of the Financing 
Parties, commence or join with any other Person in commencing any proceeding 
against the Lessee or any other Person with respect  to the Subordinated Debt 
under any bankruptcy, reorganization, readjustment of debt, dissolution, 
receivership, liquidation or insolvency law or stat ute now or hereafter in 
effect in any jurisdiction, nor shall the holders o f the Subordinated Debt, 
without the prior written consent of the Financing Parties, participate in any 
assignment for benefit of creditors, compositions, or arrangements with respect 
to the Lessee's debts with respect to the Subordina ted Debt. 
 
          The Lessee shall give prompt written noti ce to the holders of 
Subordinated Debt of any dissolution, winding up, l iquidation or reorganization 
of the Lessee. 
 
          Subject to the payment in full of all Ren t, the holders of the 
Subordinated Debt shall be subrogated to the rights  of the Financing Parties to 
receive payments or distributions of assets of the Lessee made with respect to 
the Rent until the Subordinated Debt shall be paid in full; provided, however, 
that nothing herein contained shall be deemed to as sign or grant to any holder 
of Subordinated Debt, or subrogate any such holder to, any right of a Financing 
Party as a mortgagee, secured party or other lien o r pledgeholder to any 
property of the Lessee which secures such Rent. 
 
          Nothing contained in this instrument is i ntended or shall impair as 
between the Lessee, its creditors other than the Fi nancing Parties, and the 
holders of the Subordinated Debt, the obligation of  the Lessee which is absolute 
and unconditional, to pay to the 
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holders of the Subordinated Debt, as and when the s ame shall become due and 
payable in accordance with its terms, principal and  interest hereon, subject to 
the rights of the Financing Parties as herein provi ded, or to affect the 
relative rights of the holders of the Subordinated Debt and creditors of the 
Lessee other than the Financing Parties. 
 
          The terms of these subordination provisio ns, the subordination 
effected thereby, and the rights of the Financing P arties, shall not be affected 
by (a) any amendment of or addition or supplement t o the Participation 
Agreement, the other Operative Documents or Rent or  any instrument or agreement 
relating thereto, (b) any exercise or non-exercise of any right, power or remedy 
under or in respect of the Participation Agreement,  the other Operative 
Documents or Rent or any instrument or agreement re lating thereto, or (c) any 
waiver, consent, release, indulgence, extension, re newal, modification, delay, 
or other action, inaction or omission in respect of  the Participation Agreement, 
the other Operative Documents or Rent or any instru ment or agreement relating 
thereto; whether or not any holders of any Subordin ated Debt shall have had 
notice or knowledge of any of the foregoing. The te rms of these subordination 
provisions, the subordination effected thereby, and  the rights of the Financing 
Parties shall continue to be effective or shall be reinstated, as the case may 
be, if, for any reason, any payment of the Rent by or on behalf of the Lessee 
shall be rescinded or must otherwise be restored by  a Financing Party. 
 
          Each holder of this instrument by its acc eptance hereof authorizes and 
directs the Lessee on its behalf to take such furth er action as may be necessary 
or appropriate to effectuate the subordination as p rovided herein and appoints 
the Lessee its attorney-in-fact for any and all suc h purposes. 
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                    [Form of Section 11.1(b)(ix) Ce rtificate] 
 
                             PUNA GEOTHERMAL VENTUR E 
 
                    Section 11.1(b)(ix) Officer's C ertificate 
 
          Reference is made to that certain Partici pation Agreement (the 
"Participation Agreement"), dated as of May 18, 200 5, by and among Puna 
Geothermal Venture, a Hawaii general partnership (t he "Lessee"), SE Puna, 
L.L.C., a Delaware limited liability company (the " Owner Lessor"), Wilmington 
Trust Company, a banking corporation organized and existing under the laws of 
the State of Delaware, in its individual capacity ( the "Trust Company"), SE Puna 
Lease, L.L.C., a Delaware limited liability company  (the "Equity Investor"), AIG 
Annuity Insurance Company, American General Life In surance Company and Allstate 
Life Insurance Company (each a "Noteholder" and, co llectively, the 
"Noteholders") and Union Bank of California, N.A., not in its individual 
capacity, but solely as trustee under the Indenture  (the "Indenture Trustee"). 
Capitalized terms used herein but not otherwise def ined shall have the meanings 
set forth in Appendix A to the Participation Agreem ent. 
 
Pursuant to Section 11.1(b)(ix) of the Participatio n Agreement, the undersigned, 
acting solely as the [Insert Title] of the Lessee, does hereby certify that the 
Lease Rent Coverage Ratio for both of the immediate ly preceding two semiannual 
periods was greater than or equal to 1.20 to 1.00 a s calculated pursuant to 
Exhibit A hereto and the Projected Lease Rent Cover age Ratio for the semiannual 
period occurring in the period from [______] to [__ ____](1) shall be at least 
1.20 to 1.00, as calculated pursuant to Exhibit A h ereto and (i) based on 
reasonable assumptions as to all legal and factual matters material to the 
estimates for such Projected Lease Rent Coverage Ra tio and (ii) prepared in good 
faith and with due care. 
 
          The Engineering Consultant has reviewed t his calculation and confirms 
the results thereof. 
 



                  [Remainder of Page Intentionally Left Blank] 
 
---------- 
(1)  Insert period during which Indebtedness will b e outstanding per Section 
     5.14(f) 
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                                        Puna Geothe rmal Venture 
 
 
                                        By: 
                                            ------- ----------------------------- 
                                            Name: 
                                            Title: 
 
                                        Dated as of  [__________ __], 200[_] 
 
Certified by: 
 
[Engineering Consultant] 
 
 
By: 
   ---------------------------------- 
   Name: 
   Title: 
 
Dated as of [__________ __], 200[_] 
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               Calculation of Projected Lease Rent Coverage Ratio 
 
          Projected Lease Rent Coverage Ratio for p eriod [7/1/XX] to [12/30/XX] 
or [12/31/XX] to [6/30/XX]* 
 
          (1) Project Revenues for period: ________ ___ 
 
          (2) Operating Costs for period: _________ __ 
 
          (3) Periodic Lease Rent on [6/30/XX] or [ 12/30/XX]: ___________ 
 
          Projected Lease Rent Coverage Ratio**: __ __________ 
 
---------- 
*    Calculate for each semiannual period during te rm of Indebtedness 
 
**   (1)-(2) / (3) 
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                          [Form of Transfer Agreeme nt] 
 
                  FORM OF EQUITY INVESTOR'S TRANSFE R AGREEMENT 
 
            TRANSFER AGREEMENT dated as of ________ _____, ____ (this 
"Agreement"), between ___________________, a ______ ________ (the "Transferor"), 
and ________________________________________, a ___ ____________ (the 
"Transferee"). 



 
         WHEREAS, the Transferor has, prior to or c oncurrently with the 
execution and delivery of this Agreement, by separa te instrument, transferred 
unto the Transferee all of its right, title and int erest in the Member Interest; 
 
       WHEREAS, the parties hereto desire to (a) ev idence the transfer by 
the Transferor to the Transferee of all of the righ t, title and interest of the 
Transferor in and to the following documents (excep t as reserved below): (i) the 
Participation Agreement, dated as of May 18, 2005 ( as at any time amended, the 
"Participation Agreement"), by and between Puna Geo thermal Venture, a Hawaii 
general partnership (the "Lessee"), SE Puna, L.L.C. , a Delaware limited 
liability company (the "Owner Lessor"), Wilmington Trust Company, a banking 
corporation organized and existing under the laws o f the State of Delaware, in 
its individual capacity (the "Trust Company"), SE P una Lease, L.L.C., a Delaware 
limited liability company (the "Equity Investor"), AIG Annuity Insurance 
Company, American General Life Insurance Company an d Allstate Life Insurance 
Company (each a "Noteholder" and, collectively, the  "Noteholders") and Union 
Bank of California, N.A., not in its individual cap acity, but solely as trustee 
under the Indenture (the "Indenture Trustee"), (ii)  the Tax Indemnity Agreement, 
dated as of May 18, 2005 (as at any time amended, t he "Tax Indemnity 
Agreement"), between the Equity Investor and the Le ssee, (iii) the Depositary 
Agreement, dated as of May 18, 2005 (as at any time  amended, the "Depositary 
Agreement"), among the Lessee, the Indenture Truste e, Union Bank of California, 
N.A., in its capacity as Depositary Bank, the Equit y Investor and the Owner 
Lessor, (iv) any other Operative Documents to which  the Equity Investor has 
become a party or by which the Equity Investor has become bound, and (v) the 
proceeds from the foregoing, and (b) effect the ass umption by the Transferee of 
the obligations of the Transferor, if any, arising or accruing under the 
Participation Agreement, the Tax Indemnity Agreemen t, the Depositary Agreement 
and any other Operative Documents from and after th e effective date of this 
Agreement (with the documents described in such cla uses (i), (ii), (iii) and 
(iv) of clause (a) above being herein referred to a s the "Transferred 
Documents"); and 
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          WHEREAS, Section 7.1 of the Participation  Agreement permits such 
transfer and assumption to be effected upon the ful fillment of certain 
conditions, which conditions heretofore have been o r concurrently with the 
execution and delivery hereof are being fulfilled. 
 
          NOW, THEREFORE, in consideration of the p remises and of the mutual 
agreements herein contained and other good and valu able consideration, the 
receipt and sufficiency of which are hereby acknowl edged, the parties hereto 
agree as follows: 
 
          SECTION 1. DEFINITIONS. FOR PURPOSES OF T HIS AGREEMENT, CAPITALIZED 
TERMS USED HEREIN AND NOT OTHERWISE DEFINED HEREIN SHALL HAVE THE MEANINGS 
ASSIGNED TO THEM IN APPENDIX A TO THE PARTICIPATION  AGREEMENT AND THE GENERAL 
PROVISIONS OF APPENDIX A SHALL APPLY HERETO. 
 
          SECTION 2. ASSIGNMENT. THE TRANSFEROR HER EBY IRREVOCABLY TRANSFERS 
UNTO THE TRANSFEREE AS OF THE DATE HEREOF, ALL OF I TS PRESENT AND FUTURE RIGHT, 
TITLE AND INTEREST IN AND TO THE TRANSFERRED DOCUME NTS AND ALL PROCEEDS OF THE 
FOREGOING, TOGETHER WITH ALL OTHER DOCUMENTS AND INSTRUMENTS EVIDENCING ANY SUCH 
RIGHT, TITLE AND INTEREST, EXCEPT SUCH RIGHTS OF TH E TRANSFEROR AS HAVE ARISEN 
OR ACCRUED IN FAVOR OF THE TRANSFEROR PRIOR TO THE DATE OF THIS AGREEMENT (SUCH 
RETAINED RIGHTS TO INCLUDE, WITHOUT LIMITATION, [SP ECIFIC ITEMS TO BE LISTED]). 
 
          SECTION 3. ASSUMPTION. THE TRANSFEREE HER EBY ASSUMES, AND COVENANTS 
AND AGREES TO PAY, PERFORM AND DISCHARGE, ALL OF TH E OBLIGATIONS AND LIABILITIES 
OF THE "EQUITY INVESTOR" ARISING OR ACCRUING FROM A ND AFTER THE EFFECTIVE DATE 
OF THIS AGREEMENT UNDER THE TRANSFERRED DOCUMENTS AND ALL OF THE OBLIGATIONS AND 
LIABILITIES OF THE "EQUITY INVESTOR" ARISING OR ACC RUING FROM AND AFTER THE 



EFFECTIVE DATE OF THIS AGREEMENT IN CONNECTION WITH  THE MEMBER INTEREST. THE 
TRANSFEREE HEREBY CONFIRMS THAT IT SHALL, TO THE EX TENT OF ITS ASSUMPTION 
THEREOF SET FORTH HEREIN, BE BOUND BY ALL THE TERMS  OF THE TRANSFERRED DOCUMENTS 
AND SHALL UNDERTAKE ALL OF THE OBLIGATIONS AND LIAB ILITIES OF THE TRANSFEROR AS 
IF THEREIN NAMED AS THE EQUITY INVESTOR. 
 
 
 
                                        Exhibit F t o the Participation Agreement 
 
          SECTION 4. REPRESENTATIONS AND WARRANTIES . THE TRANSFEREE REPRESENTS 
AND WARRANTS THAT, AS OF THE DATE HEREOF: 
 
          Section 4.1. it is a ______________ duly organized, validly existing 
     and in good standing under the laws of________ , and has the power and 
     authority to enter into and perform its obliga tions under this Agreement; 
 
          Section 4.2. this Agreement, has been or when executed and delivered 
     will be, duly authorized, executed and deliver ed by the Transferee and, 
     assuming the due authorization, execution and delivery by and 
     enforceability against the Transferor, this Ag reement constitutes or when 
     executed and delivered will constitute the leg al, valid and binding 
     obligations of the Transferee, enforceable aga inst the Transferee in 
     accordance with its terms, except as the same may be limited by bankruptcy, 
     insolvency, fraudulent conveyance, reorganizat ion, arrangement, moratorium 
     or other laws relating to or affecting the rig hts of creditors generally 
     and by general principles of equity; 
 
          Section 4.3. the execution, delivery and performance by the Transferee 
     of this Agreement and the consummation by the Transferee of the 
     transactions contemplated hereby, do not and w ill not (i) contravene (A) 
     any Applicable Law binding on the Transferee o r its property, or (B) any of 
     its organizational documents, or (ii) constitu te a violation of or a 
     default under, any indenture, mortgage or othe r material contract, 
     agreement or instrument to which the Transfere e is a party or by which the 
     Transferee or its property is bound which, in any case, individually or in 
     the aggregate, is reasonably likely to have a material adverse effect upon 
     the Transferee or the Transferee's ability to perform its obligations 
     hereunder, or result in the creation of any Eq uity Investor's Lien 
     attributable to the Transferee; 
 
          Section 4.4. assuming the representations  and warranties of the Lessee 
     contained in clauses (d), (i), (j), (k), (l), (m), (n), (o), (y) and (ff) 
     of Section 3.1 of the Participation Agreement are true as of the date 
     hereof, no authorization, determination or app roval or other action by, and 
     no notice to or filing or registration with, a ny Governmental Entity is 
     required for the due execution, delivery or pe rformance by the Transferee 
     of this Agreement, other than any authorizatio n or approval or other action 
     or notice or filing as has been duly obtained,  taken or given (it being 
     understood that no representation or warranty is being made as to any 
     Applicable Laws relating to the Project or the  Project Site; 
 
          Section 4.5. there is no pending or, to t he Actual Knowledge of the 
     Transferee, threatened action, suit, investiga tion or proceeding against 
     the 
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     Transferee before any Governmental Entity that  (i) questions the validity 
     of this Agreement, or (ii) would, if determine d adversely to it, 
     materially, adversely affect the Transferee's ability to perform its 
     obligations under this Agreement; 
 
          Section 4.6. the Indenture Estate is free  of any Equity Investor's 



     Liens attributable to the Transferee; 
 
          Section 4.7. the Transferee is purchasing  the Member Interest to be 
     acquired by it for its own account with no pre sent intention of 
     distributing such Member Interest or any part thereof in any manner that 
     would require registration under the Securitie s Act, but without prejudice, 
     however, to the right of the Transferee at all  times to sell or otherwise 
     dispose of all or any part of such Member Inte rest in accordance with the 
     Operative Documents and under an exemption fro m registration available 
     under such Securities Act; 
 
          Section 4.8. neither the Transferee nor a nyone authorized by it has 
     directly or indirectly offered or sold any int erest in the Member Interest, 
     or any part thereof, or in any similar securit y or lease, or in any 
     security or lease the offering of which for th e purposes of the Securities 
     Act would be deemed to be part of the same off ering as the offering of the 
     Member Interest or any part thereof or solicit ed any offer to acquire any 
     of the same in violation of the registration r equirements of Section 5 of 
     the Securities Act; 
 
          Section 4.9. the Transferee is a "United States person" within the 
     meaning of Section 7701(a)(30) of the Code; 
 
          Section 4.10. the Equity Investor Transfe ree shall be Solvent; 
 
          Section 4.11. *[the Transferee is a direc t or indirect wholly-owned 
     Affiliate of the Equity Investor and all of th e payment and performance 
     obligations of the Transferee under the Operat ive Documents are guaranteed 
     by the Equity Investor] [the Transferee has a tangible net worth of at 
     least $50,000,000] [the payment and performanc e obligations of the 
     Transferee with respect to the interest being transferred under the 
     Operative Documents are guaranteed by a Person  that has a tangible net 
     worth of at least $50,000,000]; 
 
---------- 
*    Insert the applicable representation. 
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          Section 4.12. neither the Transferee nor any Affiliate of the 
     Transferee is a Competitor of the Lessee or an y Affiliate thereof, and 
     neither the Transferee nor any Affiliate of th e Transferee is in material 
     litigation with the Lessee or any Affiliate th ereof; and 
 
          Section 4.13. (A) with respect to a trans fer by the initial Equity 
     Investor (or any Affiliate thereof), the Equit y Investor Transferee is not 
     itself, nor is any of its Affiliates, a Compet itor of the Lessee or an 
     Affiliate thereof, (B) neither the Equity Inve stor Transferee nor any 
     Affiliate of the Equity Investor Transferee sh all be in material litigation 
     with the Lessee or any Affiliate thereof, and (C) no Noteholder shall be 
     prohibited from transacting business with the Equity Investor Transferee or 
     any Affiliate of the Equity Investor Transfere e. 
 
          SECTION 5. BENEFICIARIES. THE LESSEE, THE  INDENTURE TRUSTEE, THE 
NOTEHOLDERS AND THEIR RESPECTIVE SUCCESSORS AND PERMITTED ASSIGNS ARE INTENDED 
BENEFICIARIES OF, AND MAY RELY UPON THE REPRESENTAT IONS, WARRANTIES, COVENANTS 
AND AGREEMENTS CONTAINED IN, THIS AGREEMENT. 
 
          SECTION 6. EFFECTIVE DATE. THIS AGREEMENT  AND THE ASSIGNMENT AND 
ASSUMPTION EFFECTED HEREBY SHALL BE EFFECTIVE FROM AND AFTER THE DATE FIRST 
ABOVE WRITTEN UPON SATISFACTION OF THE CONDITIONS S PECIFIED IN SECTION 7.1 OF 
THE PARTICIPATION AGREEMENT. 
 
          SECTION 7. AMENDMENTS AND WAIVERS. NO TER M, COVENANT, AGREEMENT OR 



CONDITION OF THIS AGREEMENT MAY BE TERMINATED, AMENDED OR COMPLIANCE THEREWITH 
WAIVED (EITHER GENERALLY OR IN A PARTICULAR INSTANC E, RETROACTIVELY OR 
PROSPECTIVELY) EXCEPT BY AN INSTRUMENT OR INSTRUMENTS IN WRITING EXECUTED BY 
EACH PARTY TO THE PARTICIPATION AGREEMENT. 
 
          SECTION 8. GOVERNING LAW. THIS AGREEMENT HAS BEEN DELIVERED IN THE 
STATE OF NEW YORK AND SHALL BE IN ALL RESPECTS GOVE RNED BY AND CONSTRUED IN 
ACCORDANCE WITH THE LAW OF THE STATE OF NEW YORK INCLUDING ALL MATTERS OF 
CONSTRUCTION, VALIDITY AND PERFORMANCE. 
 
          SECTION 9. SUBMISSION TO JURISDICTION; WA IVER OF TRIAL BY JURY; 
SERVICE OF PROCESS. (I) WITH RESPECT TO ANY SUIT, A CTION OR PROCEEDING RELATING 
TO THIS AGREEMENT OR ANY OF THE 
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OTHER TRANSFERRED DOCUMENTS (HEREINAFTER, ANY "PROCEEDING"), EACH PARTY HERETO 
IRREVOCABLY: 
 
          (a) Each of the parties hereto (i) submit s to the nonexclusive 
jurisdiction of the Supreme Court of the State of N ew York, New York County 
(without prejudice to the right of any party to rem ove to the United States 
District Court for the Southern District of New Yor k) and to the nonexclusive 
jurisdiction of the United States District Court fo r the Southern District of 
New York for the purposes of any suit, action or ot her proceeding arising out of 
this Agreement, the Operative Documents, or the sub ject matter hereof or thereof 
or any of the transactions contemplated hereby or t hereby brought by any of the 
parties hereto or their successors or assigns; (ii)  agrees that all claims in 
respect of such action or proceeding may be heard a nd determined in such New 
York State court, or in such federal court; and (ii i) to the extent permitted by 
Applicable Law, waives, and agrees not to assert, b y way of motion, as a 
defense, or otherwise, in any such suit, action or proceeding, any claim that 
such party is not personally subject to the jurisdi ction of the above-named 
courts, that the suit, action or proceeding is brou ght in an inconvenient forum, 
that the venue of the suit, action or proceeding is  improper or that this 
Agreement, the Operative Documents, or the subject matter hereof or thereof may 
not be enforced in or by such court. 
 
          (b) TO THE EXTENT PERMITTED BY APPLICABLE  LAW, EACH OF THE PARTIES 
HERETO HEREBY IRREVOCABLY WAIVES THE RIGHT TO DEMAND A TRIAL BY JURY, IN ANY 
SUCH SUIT, ACTION OR OTHER PROCEEDING ARISING OUT O F THIS AGREEMENT, THE 
OPERATIVE DOCUMENTS, OR THE SUBJECT MATTER HEREOF OR THEREOF OR ANY OF THE 
TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY BROUGHT BY ANY OF THE PARTIES HERETO 
OR THEIR SUCCESSORS OR ASSIGNS. 
 
          SECTION 10. COUNTERPARTS. THIS AGREEMENT MAY BE EXECUTED BY ONE OR 
MORE OF THE PARTIES HERETO ON ANY NUMBER OF SEPARATE COUNTERPARTS, AND ALL OF 
SAID COUNTERPARTS TAKEN TOGETHER SHALL BE DEEMED TO CONSTITUTE ONE AND THE SAME 
INSTRUMENT. 
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          IN WITNESS WHEREOF, the parties hereto ha ve caused this Agreement to 
be duly executed by their respective officers there unto duly authorized as of 
the day and year first above written. 
 
                                        [TRANSFEROR ] 
 
 
                                        By: 
                                            ------- ----------------------------- 
                                            Name 



                                            Title 
 
                                        Mailing Add ress of Transferor: 
 
                                        [TRANSFEREE ] 
 
 
                                        By: 
                                            ------- ----------------------------- 
                                            Name 
                                            Title 
 
                                        Mailing Add ress of Transferee: 
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                       [Form of Equity Investor Gua ranty] 
 
                            EQUITY INVESTOR GUARANT Y 
 
          This EQUITY INVESTOR GUARANTY (this "Guar anty"), dated as of 
[__________ ___], 200[ ], is made by [______], a [_ _____] (the "Guarantor"), to 
and for the benefit of the Guaranteed Parties (as s uch term is defined below). 
 
          Reference is made to that certain Partici pation Agreement, dated as of 
May 18, 2005 (the "Participation Agreement"), by an d among, by and between Puna 
Geothermal Venture, a Hawaii general partnership (t he "Lessee"), SE Puna, 
L.L.C., a Delaware limited liability company (the " Owner Lessor"), Wilmington 
Trust Company, a banking corporation organized and existing under the laws of 
the State of Delaware, in its individual capacity ( the "Trust Company"), the 
Equity Investor, AIG Annuity Insurance Company, Ame rican General Life Insurance 
Company and Allstate Life Insurance Company (each a  "Noteholder" and, 
collectively, the "Noteholders") and Union Bank of California, N.A., not in its 
individual capacity, but solely as trustee under th e Indenture (the "Indenture 
Trustee"); 
 
                                   WITNESSETH: 
 
          WHEREAS, it is a condition to the effecti veness of the transfer 
contemplated by Section 7.1 of the Participation Ag reement that the Guarantor 
execute and deliver this Guaranty; and 
 
          WHEREAS, [the Guarantor directly holds al l of the membership interests 
in the Equity Investor Transferee.]* 
 
          NOW, THEREFORE, in consideration of the f oregoing, and other good and 
valuable consideration, the receipt of which is her eby acknowledged, the Equity 
Investor hereby agrees as follows: 
 
---------- 
* Only applicable if the Equity Investor Transferee  is a wholly-owned subsidiary 
of the Guarantor. 
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                                    ARTICLE I 
                           DEFINITIONS; INTERPRETAT ION 
 
          For purposes of this Guaranty, capitalize d terms used herein 
(including those used in the foregoing recitals) an d not otherwise defined 
herein shall have the meanings assigned to them in Appendix A to the 
Participation Agreement and the general provisions of such Appendix A shall 



apply hereto; provided that the following terms sha ll have the following 
meanings: 
 
          "Equity Investor Interest" shall have the  meaning specified in Section 
7.1 hereof. 
 
          "Equity Investor Transferee" shall have t he meaning specified in 
Section 7.1 hereof. 
 
          "Guaranteed Agreement" shall have the mea ning specified in Section 2.1 
hereof. 
 
          "Guaranteed Obligation" shall have the me aning specified in Section 
2.1 hereof. 
 
          "Guaranteed Party" shall have the meaning  specified in Section 2.1 
hereof. 
 
                                   ARTICLE II 
                                    GUARANTY 
 
          Section 2.1 Guaranteed Obligations. The G uarantor does hereby 
irrevocably and unconditionally guarantee as primar y obligor and not as surety 
to each of the Lessee, the Owner Lessor, the Indent ure Trustee and the 
Noteholders and their respective successors and per mitted assigns (each a 
"Guaranteed Party" and collectively the "Guaranteed  Parties") (a) the punctual 
payment to the Person entitled to receive such paym ent from the Equity Investor, 
when due, whether by acceleration or otherwise, of all amounts payable at any 
time by the Equity Investor Transferee under and in  accordance with the 
Operative Documents to which the Equity Investor Tr ansferee is a party (each a 
"Guaranteed Agreement" and collectively, the "Guara nteed Agreements"), however 
created, arising or evidenced, whether direct or in direct, primary or secondary, 
absolute 
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or contingent, joint or several, and whether now or  hereafter existing or due or 
to become due, and (b) the full and prompt performa nce by the Equity Investor 
Transferee of each and every duty, agreement, coven ant, undertaking, indemnity 
and obligation of the Equity Investor Transferee un der and in accordance with 
the terms of the Guaranteed Agreements, however cre ated, arising or evidenced, 
whether direct or indirect, primary or secondary, a bsolute or contingent, joint 
or several, and whether now or hereafter existing o r due or to become due, 
taking into account applicable notice and grace per iods. The Guarantor hereby 
agrees that if for any reason the Equity Investor T ransferee shall fail to pay 
fully and promptly any amount payable under any Gua ranteed Agreement, as and 
when the same shall become due and payable, or if t he Equity Investor Transferee 
shall fail to perform and discharge any duty, agree ment, covenant, undertaking 
or obligation of the Equity Investor Transferee und er any Guaranteed Agreement, 
then the Guarantor (i) in the event of any such fai lure to make payment of any 
amount, shall promptly upon demand by any Guarantee d Party pay such amount to 
the Person entitled thereto, and (ii) in the event of any failure to perform and 
discharge any such other duty, agreement, covenant,  undertaking or obligation, 
shall cause the same to be promptly performed and d ischarged. The amounts 
payable by, and the duties, agreements, covenants, undertakings and obligations 
of, the Equity Investor Transferee hereby guarantee d are hereinafter referred to 
collectively as the "Guaranteed Obligations" and in dividually as a "Guaranteed 
Obligation". 
 
          Section 2.2 Nature of Obligations. This G uaranty shall constitute a 
guaranty of performance and of payment and not of c ollection, and the Guarantor 
specifically agrees that it shall not be necessary,  and that the Guarantor shall 
not be entitled to require, before or as a conditio n of enforcing the liability 
of the Guarantor under this Guaranty or requiring p ayment or performance of the 



Guaranteed Obligations by the Guarantor hereunder, or at any time thereafter, 
that any Person: (a) file suit or proceed to obtain  or assert a claim for 
personal judgment against the Equity Investor Trans feree or any other Person 
that may be liable for any Guaranteed Obligation; ( b) make any other effort to 
obtain payment or performance of any Guaranteed Obl igation from the Equity 
Investor Transferee or any other Person that may be  liable for such Guaranteed 
Obligation; (c) exercise or assert any other right or remedy to which such 
Person is or may be entitled in connection with any  Guaranteed Obligation or any 
guaranty therefor; or (d) assert or file any claim against the assets of the 
Equity Investor Transferee or any other Person liab le for any Guaranteed 
Obligation. Notwithstanding the foregoing, no provi sion of this Guaranty shall 
be construed to avoid any notices or demands or cur e periods available to the 
Equity Investor Transferee under the Guaranteed Agr eements, or to require the 
Guarantor to pay, perform or discharge any Guarante ed Obligation prior to the 
time such Guaranteed Obligation is due and payable pursuant to the Guaranteed 
Agreements (other than any additional time periods that may 
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be available under, or any notices and demands that  may not be given or made as 
a result of, any Applicable Laws (including any ban kruptcy laws)). 
 
                                   ARTICLE III 
                           PLACE AND MANNER OF PAYM ENT 
 
          All payments to be made by the Guarantor under this Guaranty to a 
Guaranteed Party shall be paid at the address or to  the account specified from 
time to time by notice from such Guaranteed Party t o the Guarantor, or if no 
such account or address is specified, to such Guara nteed Party at the address 
provided for in Section 12 of the Participation Agr eement. The Guarantor agrees 
that it will make all payments due hereunder in U.S . Dollars by wire transfer in 
immediately available funds to the party to which s uch payment is to be made. 
 
                                   ARTICLE IV 
                         CHARACTER OF OBLIGATIONS; ETC. 
 
          Section 4.1 Obligations Not Affected. Exc ept as provided in Section 
8.6 hereof, the obligations of the Guarantor hereun der shall be continuing and 
irrevocable, absolute and unconditional, primary an d original, immediate and not 
contingent and shall remain in full force and effec t without regard to and shall 
not be released, discharged or in any way affected by any circumstance or 
conditions including, without limitation, the occur rence of any one or more of 
the following events: 
 
          (a) any lack of validity or enforceabilit y of any of the Guaranteed 
Obligations under the Guaranteed Agreements or any provision thereof; 
 
          (b) any change in the time, manner or pla ce of performance or payment 
of, or in any other term of, all or any of the Guar anteed Obligations or any 
other modification or supplement of or any consent to any departure from the 
terms and conditions of any of the Guaranteed Agree ments; 
 
          (c) any waiver, consent or other action o r inaction or any exercise or 
non-exercise of any right, remedy or power with res pect to the Guaranteed 
Obligations; 
 
          (d) any merger or consolidation, change, restructuring or termination 
of the corporate structure or existence or ownershi p of the Equity Investor 
Transferee or the Equity Investor, or any bankruptc y, insolvency, winding up, 
dissolution, liquidation, receivership, or reorgani zation of, or similar 
proceedings affecting the Equity Investor 
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Transferee or its assets or any resulting release o r discharge of any of the 
Guaranteed Obligations; 
 
          (e) the recovery of any judgment against any Person or any action to 
enforce the same; 
 
          (f) any failure or delay in the enforceme nt of the obligations of any 
Person under any Guaranteed Agreement or any provis ion thereof; 
 
          (g) any set-off, counterclaim, deduction,  defense, abatement, 
suspension, deferment, diminution, recoupment, limi tation or termination 
available with respect to any Guaranteed Obligation ; 
 
          (h) the amendment to or the release of or  consent to any departure 
from the primary or secondary obligation of any oth er Person with respect to any 
Guaranteed Obligation; 
 
          (i) any compromise, alteration, amendment , modification, extension, 
renewal, release or other change, or consent or oth er action, delay, omission or 
failure to act, in respect of any of the terms, cov enants or conditions of any 
Guaranteed Agreement or Guaranteed Obligation, or a ny other agreement or any 
related document referred to therein, or any assign ment or transfer of any 
thereof; 
 
          (j) to the maximum extent permitted by Ap plicable Law, any other 
circumstance that might otherwise constitute a lega l or equitable defense 
available to or a discharge of a guarantor or suret y with respect to any 
Guaranteed Obligation; 
 
          (k) the partial payment or performance of  the Guaranteed Obligations 
(whether as a result of the exercise of any right, remedy, power or privilege or 
otherwise) having been accepted or received; or 
 
          (l) any default, failure or delay, whethe r as a result of actual or 
alleged force majeure, commercial impracticability or otherwise, in the 
performance of the Guaranteed Obligations. 
 
          Should any money due or owing under this Guaranty not be recoverable 
from the Equity Investor Transferee due to any of t he matters specified in 
Sections 4.1(a) through (l) above, then, in any suc h case, such money shall 
nevertheless be recoverable from the Guarantor as t hough the Guarantor were 
principal debtor in respect thereof and not merely a guarantor and shall be paid 
by the Guarantor forthwith. 
 
          Section 4.2 Waiver by the Guarantor. The Guarantor hereby expressly 
and irrevocably waives, to the fullest extent permi tted by Applicable Law, 
diligence, 
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demand for payment, filing of claims with any court , any proceeding to enforce 
any provision of any Guaranteed Agreement, notice o f acceptance of this 
Guaranty, any right to require a proceeding first a gainst the Equity Investor 
Transferee, whether to marshal any assets or otherw ise, any diligence in 
collection or protection of or realization upon any  Guaranteed Obligation, any 
obligation hereunder or any collateral security for  any of the foregoing, any 
right of protest, presentment, notice or demand wha tsoever, all claims of 
waiver, release, surrender, alteration or compromis e, and all defenses (other 
than the defense of payment or performance by the E quity Investor Transferee), 
setoffs, counterclaims, recoupments, reductions, li mitations, impairments or 
terminations, whether arising hereunder or otherwis e. 
 



          Section 4.3 Reinstatement. The Guarantor agrees that this Guaranty 
shall be automatically reinstated if and to the ext ent that for any reason any 
payment by or on behalf of the Equity Investor Tran sferee is rescinded or must 
be otherwise restored by any of the Guaranteed Part ies, whether as a result of 
any proceedings in bankruptcy or reorganization or otherwise. 
 
          Section 4.4 Subrogation. Until all of the  Guaranteed Obligations and 
all other obligations hereunder shall have been pai d or performed in full, the 
Guarantor will not exercise any rights which it may  acquire by way of 
subrogation under this Guaranty, by any performance  or payment made hereunder or 
otherwise. If any amount shall be paid to the Guara ntor on account of such 
subrogation rights at any time prior to the payment  and performance in full of 
the Guaranteed Obligations and the other obligation s hereunder, such amount 
shall be held in trust for the benefit of the Guara nteed Parties and shall 
forthwith be paid to the Guaranteed Parties to be c redited and applied to the 
Guaranteed Obligations, whether matured or unmature d, in accordance with the 
terms of the Guaranteed Agreement or to be held by the Guaranteed Parties as 
collateral security for any Guaranteed Obligations thereafter existing. 
 
                                    ARTICLE V 
                             RIGHTS OF THIRD PARTIE S 
 
          This Guaranty is made for the benefit of,  and shall be enforceable by, 
each Guaranteed Party and its permitted successors and assigns to the extent of 
its interest hereunder. This Guaranty shall not be construed to create any right 
in any Person other than the Guaranteed Parties or to be a contract in whole or 
in part for the benefit of any Person other than th e Guaranteed Parties. 
 
                                   ARTICLE VI 
                         REPRESENTATIONS AND WARRAN TIES 
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          As of the date hereof, the Guarantor repr esents and warrants that: 
 
          Section 6.1 Organization. The Guarantor i s a [_____], duly organized, 
validly existing and in good standing under the law s of the State of [_____], 
and has the power and authority to enter into and p erform its obligations under 
this Guaranty. 
 
          Section 6.2 Due Authorization; Enforceabi lity; Etc. This Guaranty has 
been duly authorized, executed and delivered by the  Guarantor and constitutes 
the legal, valid and binding obligation of the Guar antor, enforceable against 
the Guarantor in accordance with its terms, except as the same may be limited by 
bankruptcy, insolvency, fraudulent conveyance, reor ganization, arrangement, 
moratorium or other laws relating to or affecting t he rights of creditors 
generally and by general principles of equity. 
 
          Section 6.3 No Conflicts. The execution, delivery and performance by 
the Guarantor of this Guaranty do not and will not (i) contravene (A) any 
Applicable Law binding on the Guarantor or its prop erty, or (B) any of its 
organizational documents, (ii) constitute a violati on of or a default under, any 
indenture, mortgage or other material contract, agr eement or instrument to which 
the Guarantor is a party or by which the Guarantor or its property is bound 
which, in any case, individually or in the aggregat e, is reasonably likely to 
have a material adverse effect upon the Guarantor o r the Guarantor's ability to 
perform its obligations hereunder, or (iii) require , on the part of the 
Guarantor, any authorization, determination or appr oval or other action by, any 
notice to or filing or registration with, any Gover nmental Entity, other than 
any authorization or approval or other action or no tice or filing as has been 
duly obtained, taken or given (it being understood that no representation or 
warranty is being made under this Section 6.3 as to  any Applicable Laws relating 
to the Project or the Project Site). 
 



          Section 6.4 No Litigation. There is no pe nding or, to the Actual 
Knowledge of the Guarantor, threatened action, suit , investigation or proceeding 
against the Guarantor before any Governmental Entit y that would, if determined 
adversely to it, materially, adversely affect the G uarantor's ability to perform 
its obligations hereunder. 
 
          Section 6.5 Ownership. The Guarantor is t he direct holder of all 
membership interests in the Equity Investor Transfe ree. 
 
          Section 6.6 U.S. Person. The Guarantor is  a "United States person" 
wihtin the meaning of Section 7701(a)(30) of the Co de; 
 
          Section 6.7 Net Worth. The Guarantor has a tangible net worth of at 
least $50,000,000. 
 
 
 
                                            Exhibit  G to Participation Agreement 
 
                                   ARTICLE VII 
                                  MISCELLANEOUS 
 
          Section 7.1 Amendments. Neither this Guar anty nor any of the terms 
hereof may be terminated, amended, supplemented, wa ived or modified orally, but 
only by an instrument in writing signed by all Guar anteed Parties and the 
Guarantor. 
 
          Section 7.2 Notices. Any notice, request or other communication 
hereunder shall be given in accordance with Section  12.4 of the Participation 
Agreement. Any notice, request or other communicati on directed to the Guarantor 
shall be sent to: 
 
               [Insert Notice Information] 
 
          Section 7.3 Severability. Any provision o f this Guaranty that is 
prohibited or unenforceable in any jurisdiction sha ll, as to such jurisdiction 
only, be ineffective to the extent of such prohibit ion or unenforceability 
without invalidating the remaining provisions hereo f, and any such prohibition 
or unenforceability in any jurisdiction shall not i nvalidate or render 
unenforceable such provision in any other jurisdict ion. To the extent permitted 
by Applicable Law, the Guarantor hereby waives any provision of law that renders 
any provision hereof prohibited or unenforceable in  any respect. 
 
          Section 7.4 No Waiver. No delay on the pa rt of any Guaranteed Party in 
the exercise of any right or remedy shall operate a s a waiver thereof, and no 
single or partial exercise of any right or remedy s hall preclude other or 
further exercise thereof or the exercise of any oth er right or remedy. 
 
          Section 7.5 Expenses. The Guarantor shall  pay, or reimburse each 
Guaranteed Party for, all costs and expenses, inclu ding reasonable and 
documented attorneys' fees and disbursements, incur red by it in connection with 
the enforcement of this Guaranty. 
 
          Section 7.6 Term. Subject to reinstatemen t as set forth in Section 4.3 
hereof, this Guaranty shall be in full force and ef fect and shall not terminate 
with respect to any of the Guaranteed Obligations u ntil the payment and 
performance finally and indefeasibly in full of all  Guaranteed Obligations. 
 
          Section 7.7 Successors and Assigns. The t erms of this Guaranty shall 
be binding upon the Guarantor and its successors an d permitted assigns and shall 
inure to the benefit of, and may be enforced by, th e Guaranteed Parties. 
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          Section 7.8 Governing Law. This Guaranty has been delivered in the 
State of New York and shall be in all respects gove rned by and construed in 
accordance with the law of the State of New York in cluding all matters of 
construction, validity and performance. 
 
          Section 7.9 Submission to Jurisdiction; W aiver of Jury Trial. (a) The 
Guarantor (i) hereby irrevocably submits to the non exclusive jurisdiction of the 
Supreme Court of the State of New York, New York Co unty (without prejudice to 
the right of any party to remove to the United Stat es District Court for the 
Southern District of New York) and to the nonexclus ive jurisdiction of the 
United States District Court for the Southern Distr ict of New York (and any 
court of appeals from either thereof) for the purpo ses of any suit, action or 
other proceeding arising out of this Guaranty or th e subject matter hereof 
brought by any of the Guaranteed Parties; (ii) here by irrevocably agrees that 
all claims in respect of such action or proceeding may be heard and determined 
in such New York State court, or in such federal co urt; and (iii) to the extent 
permitted by Applicable Law, hereby irrevocably wai ves, and agrees not to 
assert, by way of motion, as a defense, or otherwis e, in any such suit, action 
or proceeding, any claim that such party is not per sonally subject to the 
jurisdiction of the above-named courts, that the su it, action or proceeding is 
brought in an inconvenient forum, that the venue of  the suit, action or 
proceeding is improper or that this Guaranty or the  subject matter hereof may 
not be enforced in or by such court. 
 
          (b) TO THE EXTENT PERMITTED BY APPLICABLE  LAW, THE GUARANTOR HEREBY 
IRREVOCABLY WAIVES THE RIGHT TO DEMAND A TRIAL BY J URY, IN ANY SUCH SUIT, ACTION 
OR OTHER PROCEEDING ARISING OUT OF THIS GUARANTY OR THE SUBJECT MATTER HEREOF 
BROUGHT BY ANY OF THE GUARANTEED PARTIES. 
 
          Section 7.10 Provisions Subject to Applic able Law. All rights, powers 
and remedies provided herein may be exercised only to the extent that the 
exercise thereof does not violate any Applicable La w, and are intended to be 
limited to the extent necessary so that they will n ot render this Guaranty or 
any provision hereof invalid or unenforceable under  the provisions of any 
Applicable Law. 
 
          Section 7.11 Headings. The headings of th e various sections of this 
Guaranty are inserted for purposes of convenience o nly and shall not be 
construed to affect the meaning or construction of any of the provisions hereof. 
 
          Section 7.12 Further Assurances. The Guar antor will, at the 
Guarantor's expense, promptly and duly execute and deliver all such documents 
and assurances and take such further action as may be necessary or appropriate 
in order to carry out more 
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effectively the intent and purpose of this Guaranty  and to establish and protect 
the rights and remedies created hereunder. 
 
 
 
                                            Exhibit  G to Participation Agreement 
 
          IN WITNESS WHEREOF, the Guarantor has cau sed this Guaranty to be 
executed and delivered to each Guaranteed Party as of the date first above 
written. 
 
                                        [______] 
 
 
                                        By: 
                                            ------- ----------------------------- 
                                        Name: 



                                        Title: 
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                           [FORM OF COMPLETION NOTI CE] 
 
                             PUNA GEOTHERMAL VENTUR E 
 
                                Completion Notice 
 
          Reference is made to the Participation Ag reement (as amended, 
restated, supplemented or otherwise modified from t ime to time, the 
"Participation Agreement"), dated as of May ___, 20 05, among (i) Puna Geothermal 
Venture (the "Lessee"), (ii) SE Puna, L.L.C. (the " Owner Lessor"), (iii) 
Wilmington Trust Company, in its individual capacit y (the "Trust Company"), (iv) 
SE Puna Lease, L.L.C. (the "Equity Investor"), (v) AIG Annuity Insurance 
Company, American General Life Insurance Company an d Allstate Life Insurance 
Company (each a "Noteholder" and, collectively, the  "Noteholders") and (vi) 
Union Bank of California, N.A., not in its individu al capacity, but solely as 
trustee under the Indenture (the "Indenture Trustee "). Capitalized terms used 
herein without definition have the respective meani ngs specified in the 
Participation Agreement. 
 
          This Completion Notice is delivered pursu ant to Section 11.2(c)(i) of 
the Participation Agreement. The Lessee hereby cert ifies that the all conditions 
set forth in Section 11.2(c) of the Participation A greement to the obligations 
of the Equity Investor to contribute an Additional Equity Investment pursuant to 
Section 11.2(b) of the Participation Agreement to t he Owner Lessor and the 
immediate application of such Additional Equity Inv estment and the Capex Account 
(Debt) Deposit to payment of costs with respect to the Production Well and 
Injection Well, including those protocols set forth  in the Completion Test 
attached to the Participation Agreement as Exhibit A to Appendix A, have been 
met as certified by the Geothermal Consultant and E ngineering Consultant on 
Exhibits A and B, respectively, hereto. 
 
                  [Remainder of Page Intentionally Left Blank] 
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                                        PUNA GEOTHE RMAL VENTURE 
 
 
                                        By: 
                                            ------- ----------------------------- 
                                            Name: 
                                            Title: 
 
                                        Dated as of  [__________ __], 200[__] 
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                         Exhibit A to Completion No tice 
 
                       Geothermal Consultant Certif ication 
 
          We have made a physical inspection of the  Production Well[s] and 
Injection Well[s], collectively referred to as the Well Improvements. It is our 
professional opinion, based upon such inspection an d our participation in the 
administration of the completion test protocols as set forth in the Completion 
Tests attached as Exhibit A to Appendix A of the Pa rticipation Agreement and 



referenced in the Completion Notice of which this c ertificate forms a part, that 
the Well Improvements have satisfied the requiremen ts as set forth in the 
Completion Tests. 
 
          We hereby certify that the above statemen ts are complete, true and 
accurate to the best of our knowledge. 
 
                                        GEOTHERMEX,  INC. 
 
 
                                        By: 
                                            ------- ----------------------------- 
                                            Name: 
                                            Title: 
 
                                        Dated as of  [__________ __], 200[_] 
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                         Exhibit B to Completion No tice 
 
                      Engineering Consultant Certif ication 
 
          We have made a physical inspection of the  Production Well[s] and 
Injection Well[s], collectively referred to as the Well Improvements. It is our 
professional opinion, based upon such inspection an d our participation in the 
administration of the completion test protocols as set forth in the Completion 
Tests attached as Exhibit A to Appendix A of the Pa rticipation Agreement and 
referenced in the Completion Notice of which this c ertificate forms a part, that 
the Well Improvements have satisfied the requiremen ts as set forth in the 
Completion Tests. 
 
          We hereby certify that the above statemen ts are complete, true and 
accurate to the best of our knowledge. 
 
                                    STONE & WEBSTER  MANAGEMENT CONSULTANTS, INC. 
 
 
                                        By: 
                                            ------- ----------------------------- 
                                            Name: 
                                            Title: 
 
                                        Dated as of  [__________ __], 200[_] 
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                       PGV BASE CASE PRO FORMA ASSU MPTIONS 
 
               FOR THE PERIOD STARTING IN 2005 AND ENDING IN 2027 
 
I.   REVENUE ASSUMPTIONS 
 
PLANT CAPACITY 
 
o    2005 On-Peak Capacity:            25.5 MW 
 
o    2006-2027 On-Peak Capacity:       28.5 MW 
 
o    2005-2027 Off-Peak Capacity:      24.5 MW 
 
o    2006-2027 Off-Peak Capacity:      24.5 MW 



 
AVAILABILITY 
 
o    97% availability factor (on and off peak) 
 
o    1% line loss 
 
AVOIDED COST 
 
2005 base year starting Short Run Avoided Cost ("SR AC") forecasts are based on 
HELCO's actual historic calculations and incorporat e an agreed upon 5-year 
reference period ending on January 1, 2005. 
 
2005 Base Year Assumptions 
 
o    First 25 MW, On-Peak ($/KWh)        $0.919 
 
o    First 22 MW, Off Peak ($/KWh)       $0.752 
 
o    Additional 5 MW, On-Peak ($/KWh)    $0.676 
 
o    Additional 5 MW, Off-Peak ($/KWh)   $0.576 
 
o    Avoided Cost Escalation             Each compo nent of avoided cost will be 
                                         escalated at 2% per annum, (except for 
                                         the additi onal 5MW off peak energy, 
                                         which is a lways $0.01 less than the 
                                         additional  5MW on-peak energy, per the 
                                         HELCO Powe r Purchase Contract, as 
                                         Amended) 
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II.  EXPENSE ASSUMPTIONS 
 
($000)                                    2005    A nnual Increase 
------                                   ------   - -------------- 
Plant O&M                                $6,740         2.5% 
Variable O&M                             $  910         2.5% 
Property and Revenues Gen. Excise Tax    $  132         2.5% 
Other G&A Expenses                       $  151         2.5% 
Agent Fees                               $   15         2.5% 
 
Terra Thermal                            1.5% * 75%  of Revenues 
 
Resource Royalties                       3% of Annu al Revenues 
 
Land Owners Rent - 2005                  $461,250 
 
Land Owners Rent - 2006 - 2010           1.35% of r evenues + fixed component 
                                         of $219,00 0 
 
Land Owners Rent - 2011 - 2015           1.35% of r evenues + fixed component 
                                         of $240,90 0 (10% increase) 
 
Land Owners Rent - 2016 - 2020           1.35% of r evenues + fixed component 
                                         of $264,99 0 (10% increase) 
 
Land Owners Rent - 2021 - 2027           1.35% of r evenues + fixed component 
                                         of $291,48 9 (10% increase) 
 
Insurance                                Fixed Valu es as-per Pro-Forma 



 
Major Maintenance                        Fixed Valu es as-per Pro-Forma 
 
Additional Amounts                       Fixed Valu es as-per Pro-Forma 
 
Major Maintenance Reserve Contribution   Fixed Valu es as-per Pro-Forma 
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III. WORKING CAPITAL ASSUMPTIONS 
 
<TABLE> 
 
($000)                2004 Base                      Annual Assumption 
------                ---------                      ----------------- 
 
Accounts Receivable     $1,732                       8.33% of Revenues 
Accounts Payable        $  750                  8.3 3% of Operating Expenses 
Prepaid Expenses        $  160    50% of Insurance,  Property & Excise Tax, and Royalties 
</TABLE> 
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                                   DEFINITIONS 
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                       PUNA GEOTHERMAL GENERATION P ROJECT 
 
 
 
 
                            APPENDIX A - DEFINITION S 
 
SECTION 1. GENERAL PROVISIONS 
 
          In this Appendix A and each Operative Doc ument (as hereinafter 
defined), unless otherwise provided herein or there in: 
 
          (a) the terms set forth in this Appendix A or in any such Operative 
Document shall have the meanings herein provided fo r and any term used in an 
Operative Document and not defined therein or in th is Appendix A but in another 
Operative Document shall have the meaning provided for in such other Operative 
Document; 
 
          (b) any term defined in this Appendix A b y reference to another 
document, instrument or agreement shall continue to  have the meaning ascribed 
thereto whether or not such other document, instrum ent or agreement remains in 
effect; 
 
          (c) words importing the singular include the plural and vice versa; 
 
          (d) words importing a gender include any gender; 
 
          (e) a reference to a part, clause, sectio n, paragraph, article, party, 



annex, appendix, exhibit, schedule or other attachm ent to or in respect of an 
Operative Document is a reference to a part, clause , section, paragraph, or 
article of, or a party, annex, appendix, exhibit, s chedule or other attachment 
to, such Operative Document unless, in any such cas e, otherwise expressly 
provided in any such Operative Document; 
 
          (f) a reference to any statute, regulatio n, rule, proclamation, 
ordinance or law includes all statutes, regulations , rules, proclamations, 
ordinances or laws varying, consolidating or replac ing the same from time to 
time, and a reference to a statute includes all reg ulations, policies, 
protocols, codes, proclamations and ordinances issu ed or otherwise applicable 
under that statute unless, in any such case, otherw ise expressly provided in any 
such statute or in such Operative Document; 
 
          (g) a definition of or reference to any d ocument, instrument or 
agreement includes any amendment or supplement to, or restatement, replacement, 
modification or renovation of, any such document, i nstrument or agreement unless 
otherwise specified in such definition or in the co ntext in which such reference 
is used; 
 
          (h) a reference to a particular section, paragraph or other part of a 
particular statute shall be deemed to be a referenc e to any other section, 
paragraph or other part substituted therefor from t ime to time; 
 
 
 
          (i) if a capitalized term describes, or s hall be defined by reference 
to, a document, instrument or agreement that has no t as of any particular date 
been executed and delivered and such document, inst rument or agreement is 
attached as an exhibit to the Participation Agreeme nt (as hereinafter defined), 
such reference shall be deemed to be to such form a nd, following such execution 
and delivery and subject to clause (g) above, to th e document, instrument or 
agreement as so executed and delivered; 
 
          (j) a reference to any Person (as hereina fter defined) includes such 
Person's successors and permitted assigns; 
 
          (k) any reference to "days" shall mean ca lendar days unless "Business 
Days" (as hereinafter defined) are expressly specif ied; 
 
          (l) if the date as of which any right, op tion or election is 
exercisable, or the date upon which any amount is d ue and payable, is stated to 
be on a date or day that is not a Business Day, suc h right, option or election 
may be exercised, and such amount shall be deemed d ue and payable, on the next 
succeeding Business Day with the same effect as if the same was exercised or 
made on such date or day (without, in the case of a ny such payment, the payment 
or accrual of any interest or other late payment or  charge, provided such 
payment is made on such next succeeding Business Da y); 
 
          (m) words such as "hereunder", "hereto", "hereof" and "herein" and 
other words of similar import shall, unless the con text requires otherwise, 
refer to the whole of the applicable document and n ot to any particular article, 
section, subsection, paragraph or clause thereof; 
 
          (n) a reference to "including" shall mean  including without limiting 
the generality of any description preceding such te rm, and for purposes hereof 
and of each Operative Document the rule of ejusdem generis shall not be 
applicable to limit a general statement, followed b y or referable to an 
enumeration of specific matters, to matters similar  to those specifically 
mentioned; and 
 
          (o) all accounting terms not specifically  defined herein or in any 
Operative Document shall be construed in accordance  with GAAP. 
 
SECTION 2. DEFINED TERMS 
 



          "365(h) Election" shall have the meaning specified in Section 4.2(A) 
of the Indenture. 
 
          "Acceptable Letter of Credit Provider" sh all mean a financial 
institution (A) with senior long-term unsecured and  unguaranteed debt rated A3 
or higher by Moody's 
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or A- or higher by S&P, (B) the obligations of whic h are guaranteed by an entity 
with senior long-term unsecured and unguaranteed de bt rated A3 or higher by 
Moody's or A- or higher by S&P or (C) whose letter of credit is confirmed by an 
entity with senior long-term unsecured and unguaran teed debt rated A3 or higher 
by Moody's or A- or higher by S&P. 
 
          "Account Bank" shall mean Bank of Hawaii.  
 
          "Account Funds" shall have the meaning sp ecified in Section 1.2 of the 
Depositary Agreement. 
 
          "Accounts" shall have the meaning specifi ed in Section 1.2 of the 
Depositary Agreement. 
 
          "Actual Knowledge" shall mean actual know ledge of any Responsible 
Officer employed by the Owner Lessor or the Lessee or any other Person, as the 
case may be, provided that the Owner Lessor or the Lessee or such other Person, 
as the case may be, shall be deemed to have "Actual  Knowledge" of any matter as 
to which a Responsible Officer of such Person has b een given notice in 
accordance with the Operative Documents. 
 
          "Additional Equity Investment" shall mean  the amount, if any, provided 
by the Equity Investor (i) (in its sole and absolut e discretion) to finance all 
or a portion of the cost of any Modification financ ed pursuant to Section 
11.1(a) of the Participation Agreement or (ii) purs uant to Section 11.2 (a) of 
the Participation Agreement. 
 
          "Additional Security Agreement" shall hav e the meaning specified in 
Section 2.10(B) of the Indenture. 
 
          "Additional Senior Notes" shall have the meaning specified in Section 
2.12 of the Indenture. 
 
          "Administrative Services Agreement" shall  mean the Administrative 
Services Agreement, dated as of September 1, 2004, between ONI and the Lessee 
pursuant to which ONI provides certain services rel ating to the operation of the 
Project. 
 
          "Advisor to the Lessee" shall mean Societ e Generale, New York Branch, 
acting as advisor to the Lessee. 
 
          "Affiliate" of a particular Person shall mean any Person directly or 
indirectly controlling, controlled by or under comm on control with such 
particular Person. For purposes of this definition,  "control" when used with 
respect to any particular Person shall mean the pow er to direct the management 
and policies of such Person, directly or 
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indirectly, whether through the ownership of voting  securities, by contract or 
otherwise, and the terms "controlling" and "control led" have meanings 



correlative to the foregoing; provided, however, th at under no circumstance 
shall the Trust Company be considered to be an Affi liate of any of the Owner 
Lessor or the Equity Investor, nor shall any of the  Owner Lessor or Equity 
Investor be considered to be an Affiliate of the Tr ust Company. 
 
          "After-Tax Basis" shall mean, with respec t to any payment received or 
deemed to have been received or accrued, the amount  of such payment increased so 
that, after deduction of the amount of all Taxes (a ssuming for this purpose that 
the recipient of such payment is subject to taxatio n at the highest federal and 
applicable state and local marginal tax rates gener ally applicable to persons of 
the same type as the recipient for the year in whic h such income is taxable) 
required to be paid by the recipient (less any tax savings realized as a result 
of the payment of the indemnified amount, in each c ase using the same tax rate 
assumptions as set forth in the immediately precedi ng parenthetical phrase) with 
respect to the receipt (actual or constructive) or accrual by the recipient of 
such amount, such increased payment (as so reduced)  is equal to the payment 
otherwise required to be made or deemed to have bee n made or accrued. 
 
          "Allocated Rent" shall mean the amounts d esignated as such in, and 
allocable to each Rental Period set forth in Projec t Lease Supplement No. 1 or 
if executed, Project Lease Supplement No. 2. 
 
          "Annual Operating Budget" shall have the meaning specified in Section 
5.5 of the Participation Agreement. 
 
          "Applicable Law" shall mean as to any Per son, the certificate of 
incorporation and by-laws or the partnership agreem ent or other organizational 
or governing documents of such Person, and all appl icable laws, including all 
Environmental Laws, and treaties, judgments, decree s, injunctions, writs and 
orders of any arbitration board or Governmental Ent ity and rules, regulations, 
orders, ordinances and Governmental Approvals of an y Governmental Entity. 
 
          "Applicable Rate" shall mean the Prime Ra te (as published in the Wall 
Street Journal from time to time) plus 2% per annum . 
 
          "Appraisal Procedure" shall mean (except with respect to the Closing 
Appraisal and any appraisal undertaken to determine  Fair Market Sales Value or 
Fair Market Rental Value after a Lease Event of Def ault shall have occurred and 
be continuing in connection with the exercise or re medies) an appraisal 
conducted by an appraiser or appraisers in accordan ce with the procedures set 
forth in this definition of "Appraisal Procedure." The Equity Investor and 
Lessee will consult with the intent of selecting a mutually acceptable 
Independent Appraiser. If a mutually acceptable 
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Independent Appraiser is selected, the Fair Market Rental Value or Fair Market 
Sales Value or remaining useful life or other deter mination shall be determined 
by such Independent Appraiser. If the Equity Invest or and the Lessee are unable 
to agree upon a single Independent Appraiser within  a 15-day period, one shall 
be appointed by the Equity Investor (or its designe e), and one shall be 
appointed by the Lessee (or its designee), which In dependent Appraisers shall 
attempt to agree upon the value, period, amount or other determination that is 
the subject of the appraisal. If either the Equity Investor or the Lessee does 
not appoint its appraiser within 30 days after the end of the 15-day period 
referenced in the immediately preceding sentence, t he determination of the 
Independent Appraiser appointed by the other Person  (if so appointed within such 
period) shall be conclusive and binding on the Equi ty Investor and the Lessee. 
If the Independent Appraisers appointed by the Equi ty Investor and the Lessee 
are unable to agree upon the value, period, amount or other determination in 
question within 30 days after the appointment of th e second of such Independent 
Appraisers, such appraisers shall jointly appoint a  third Independent Appraiser 
or, if such Independent Appraisers do not appoint a  third Independent Appraiser, 



the Equity Investor and the Lessee shall jointly ap point the third Independent 
Appraiser. In such case, the average of the determi nations of the three 
appraisers shall be conclusive and binding on the E quity Investor and the 
Lessee, unless the determination of one Independent  Appraiser is disparate from 
the middle determination by more than twice the amo unt by which the third 
determination is disparate from the middle determin ation, in which case the 
determination of the most disparate Independent App raiser shall be excluded, and 
the average of the remaining two determinations sha ll be conclusive and binding 
on the Equity Investor and the Lessee. 
 
          "Appraiser" shall mean Standard & Poor's Corporate Value Consulting. 
 
          "Assigned Documents" shall have the meani ng specified in clause 5 of 
the Granting Clause of the Indenture. 
 
          "Assumption Documents" shall have the mea ning set forth in Section 
11.5 of the Participation Agreement. 
 
          "Auditors" shall have the meaning specifi ed in Section 5.4(b) of the 
Participation Agreement. 
 
          "Bank of Hawaii Control Agreement" shall mean the Deposit Account 
Control Agreement and Acknowledgment of Security In terest with respect to 
account numbers 0003-427153 and 0003-427145 dated a s of May 18, 2005 between the 
Lessee, the Account Bank and the Indenture Trustee.  
 
          "Bankruptcy Code" shall mean the United S tates Bankruptcy Code of 
1978, 11 U.S.C. Section 101 et seq. 
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          "Basic Lease Term" shall have the meaning  specified in Section 3.1 of 
the Project Lease. 
 
          "Basic Lease Term Expiration Date" shall have the meaning specified in 
Section 3.1 of the Project Lease. 
 
          "Burdensome Termination Date" shall have the meaning specified in 
Section 13.1 of the Project Lease. 
 
          "Burdensome Termination Notice" shall hav e the meaning specified in 
Section 13.1 of the Project Lease. 
 
          "Business Day" shall mean any day other t han a Saturday, a Sunday, or 
a day on which commercial banking institutions are authorized or required by 
law, regulation or executive order to be closed in Reno, Nevada, Puna, Hawaii, 
New York, New York, San Francisco, California or Wi lmington, Delaware. 
 
          "Business Interruption Insurance Proceeds " shall have the meaning 
specified in Section 1.2 of the Depositary Agreemen t. 
 
          "Capex Account" shall have the meaning sp ecified in Section 1.2 of the 
Depositary Agreement. 
 
          "Capex Account (Debt)" shall have the mea ning specified in Section 1.2 
of the Depositary Agreement. 
 
          "Capex Account (Debt) Deposit" shall mean  $8,968,969.04. 
 
          "Capital Lease Obligations" with respect to any Person shall mean the 
obligations of such Person to pay rent or other amo unts under any lease of (or 
other arrangement conveying the right to use) real or personal property, or a 
combination thereof, which obligations are required  to be classified and 



accounted for as a capital lease on the balance she et of such Person under GAAP, 
and the amount of such obligations shall be the cap italized amount thereof 
determined in accordance with GAAP. 
 
          "Casualty Insurance Proceeds" shall mean any and all proceeds of any 
insurance (other than Business Interruption Insuran ce Proceeds), indemnity, 
warranty or guaranty paid from time to time with re spect to any Event of Loss 
(other than an Event of Loss described in clause (c ) of the definition thereof) 
or Partial Casualty, other than a Partial Casualty with respect to the seizure, 
condemnation, confiscation or taking of, or requisi tion of title to or use of 
any part of the Project or the Project Site by any Governmental Entity. 
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          "Change of Control" shall mean ONI shall cease to own, beneficially 
and of record, directly or indirectly, at least 50. 1% of the voting and economic 
interests of the Lessee. 
 
          "Claim" shall mean any liability (includi ng in respect of negligence 
(whether passive or active or other torts), strict or absolute liability in tort 
or otherwise, warranty, latent or other defects (re gardless of whether or not 
discoverable), statutory liability, property damage , bodily injury or death), 
obligation, loss, settlement, damage, penalty, clai m, action, suit, proceeding 
(whether civil or criminal), judgment, penalty, fin e and other legal or 
administrative sanction, judicial or administrative  proceeding, cost, expense or 
disbursement, including reasonable legal, investiga tion and expert fees, 
expenses and reasonable related charges, of whatsoe ver kind and nature. 
 
          "Closing" shall have the meaning specifie d in Section 2.2(a) of the 
Participation Agreement. 
 
          "Closing Appraisal" shall mean the apprai sal, dated the Closing Date, 
prepared by the Appraiser and addressed to the Equi ty Investor. 
 
          "Closing Date" shall have the meaning spe cified in Section 2.2(a) of 
the Participation Agreement. 
 
          "Code" shall mean the Internal Revenue Co de of 1986, as amended from 
time to time. 
 
          "Collateral" shall mean the collective re ference to all real and 
personal property, tangible and intangible, and the  proceeds thereof, subjected 
from time to time to the Liens intended to be creat ed by the Lessee Security 
Documents. 
 
          "Collateral Revenues" shall have the mean ing specified in clause (8) 
of the Granting Clause of the Indenture. 
 
          "Commitment" shall mean, with respect to (a) AIG Annuity Insurance 
Company, $13,000,000.00, (b) American General Life Insurance Company, 
$13,704,585.44 and (c) Allstate Life Insurance Comp any, $26,704,585.44. 
 
          "Competitor" shall have the meaning speci fied in Section 7.1(b) of the 
Participation Agreement. 
 
          "Completion" shall mean the satisfaction of the Completion Tests. 
 
          "Completion Notice" shall have the meanin g set forth in Section 
11.2(c)(i) of the Participation Agreement. 
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          "Completion Tests" shall mean the complet ion tests to be conducted in 
respect of the Injection Well and the Production We ll as set forth on Exhibit A 
hereto. 
 
          "Component" shall mean any appliance, par t, instrument, appurtenance, 
accessory, furnishing, equipment or other property of whatever nature that may 
from time to time be incorporated in the Project, e xcept to the extent 
constituting Modifications. 
 
          "Consents to Assignment" shall mean each of (i) the State Consent, 
(ii) the State Partial Assignment Consent, (iii) th e KLP Consent, (iv) KLP 
Partial Assignment Consent, (v) the KLDC Consent, ( vi) KLDC Partial Assignment 
Consent and (vii) the HELCO Consent. 
 
          "Cure Notice" shall have the meaning spec ified in Section 1.2 of the 
Depositary Agreement. 
 
          "Damage Event" shall have the meaning spe cified in Section 1.2 of the 
Depositary Agreement. 
 
          "Debt Payment Amount" shall have the mean ing specified in Section 1.2 
of the Depositary Agreement. 
 
          "Debt Placement Agent" shall mean SG Amer icas Securities, LLC. 
 
          "Debt Portion of Periodic Lease Rent" sha ll mean in respect of any 
Rent Payment Date, the portion of Periodic Lease Re nt payable on such Rent 
Payment Date equal to the scheduled principal and i nterest due and payable on 
the Senior Notes on such Rent Payment Date. 
 
          "Debt Portion of Termination Value" shall  mean in respect of any 
determination of Termination Value or amount determ ined by reference to 
Termination Value payable pursuant to the Operative  Documents, an amount equal 
to the outstanding principal of, and accrued intere st on, the Senior Notes on 
such date of determination (other than any amounts past due and any overdue 
interest thereon). 
 
          "Debt Portion of Well Expenditures" shall  have the meaning specified 
in Section 1.2 of the Depositary Agreement. 
 
          "Default Notice" shall have the meaning s pecified in Section 1.2 of 
the Depositary Agreement. 
 
          "Default Period" shall have the meaning s pecified in Section 1.2 of 
the Depositary Agreement. 
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          "Delivery System Grant of Easements" shal l mean that certain 
unrecorded Delivery System Grant of Easements dated  July 9, 1990, a Short Form 
of which, dated July 9, 1990, was recorded in the O fficial Records as Document 
No. 90-109526; as amended by that certain Amendment  To Short Form Grant of 
Easements dated September 25, 1996, recorded in the  Official Records as Document 
No. 96-145797; and as further amended by that certa in Second Amendment To Short 
Form Grant of Easements dated November 7, 1996, rec orded in the Official Records 
as Document No. 96-166499. 
 
          "Depositary Agreement" shall mean the Dep ositary Agreement, dated as 
of May 18, 2005, among the Lessee, the Indenture Tr ustee, the Depositary Bank, 
the Owner Lessor and the Equity Investor. 
 



          "Depositary Bank" shall mean Union Bank o f California, N.A., in its 
capacity as Depositary Bank under the Depositary Ag reement. 
 
          "Depositary Bank Fee Letter" shall have t he meaning specified in 
Section 1.2 of the Depositary Agreement. 
 
          "Discount Rate" shall mean 8%. 
 
          "Distribution Account" shall have the mea ning specified in Section 1.2 
of the Depositary Agreement. 
 
          "Distribution Conditions" shall have the meaning specified in Section 
1.2 of the Depositary Agreement. 
 
          "Dollars" or the sign "$" shall mean Unit ed States dollars or other 
lawful currency of the United States. 
 
          "Drawing Event" shall mean either the Jun ior Rent Reserve Drawing 
Event, the Senior Rent Reserve Drawing Event, the W ell Maintenance Reserve 
Drawing Event or the Indemnity Reserve Drawing Even t, as applicable, each as 
defined in the Depositary Agreement. 
 
          "Early Buyout Option" shall have the mean ing specified in Section 21.1 
of the Project Lease. 
 
          "EBO Amount" shall mean the excess of the  EBO Price over the EBO Date 
Prepaid Rent Balance. 
 
          "EBO Date" shall mean December 30, 2010. 
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          "EBO Date Prepaid Rent Balance" shall mea n the amounts specified as 
such in Section 5 of Project Lease Supplement No. 1  or, if executed, Project 
Lease Supplement No. 2. 
 
          "EBO Price" shall mean the amounts specif ied as such in Section 5 of 
Project Lease Supplement No. 1 or, if executed, and  Project Lease Supplement No. 
2. 
 
          "Enforcement Notice" shall have the meani ng specified in Section 5.1 
of the Indenture. 
 
          "Engineering Consultant" shall mean Stone  & Webster, Inc. or any 
successor thereto that is a nationally recognized i ndependent engineer in the 
power generation industry selected by the Equity In vestor and, until such time 
as the Indenture has been terminated and fully disc harged, the Indenture Trustee 
and reasonably acceptable to Lessee. 
 
          "Engineering Report" shall mean the repor t of the Engineering 
Consultant addressed to the Equity Investor and the  Noteholders. 
 
          "Environmental Condition" shall mean any physical condition or 
circumstance, including the presence of any Hazardo us Materials, that does or 
reasonably could (a) require assessment, investigat ion, abatement, correction, 
removal or remediation under any Environmental Law,  (b) give rise to any 
obligation or liability of any nature (whether civi l or criminal, arising under 
a theory of negligence or strict liability, or othe rwise) under any 
Environmental Law, (c) create or constitute a publi c or private nuisance or 
trespass, or (d) constitute a material violation of  or material non-compliance 
with any Environmental Law. 
 
          "Environmental Consultant" shall mean Env ironmental Management 



Associates. 
 
          "Environmental Law" shall mean any and al l laws, rules, orders, 
regulations, statutes, ordinances, codes, decrees o r requirements of any 
Governmental Entity or other Applicable Law (includ ing common law) regulating, 
relating to or imposing liability or standards of c onduct concerning or relating 
to the regulation, use or protection of natural res ources or the environment, to 
the protection of human health and safety as relate d to the environment or 
exposure to Hazardous Materials, or to Releases of Hazardous Materials, or 
otherwise relating to the generation, use, treatmen t, storage, disposal, 
handling or transport of Hazardous Materials, as ma y have previously been, now 
are, or may at any time hereafter be, in effect. 
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          "Environmental Report" shall mean a Phase  I environmental assessment 
report dated as of February 2004, as amended on Sep tember 22, 2004 and a 
bringdown of such report dated as of April 4, 2005,  prepared by the 
Environmental Consultant, dated no earlier than six ty (60) days prior to the 
Closing Date. 
 
          "Equity Investment" shall mean $25,174,60 8.67. 
 
          "Equity Investor" shall mean SE Puna Leas e, L.L.C., a Delaware limited 
liability company. 
 
          "Equity Investor Agreements" shall have t he meaning set forth in 
Section 3.4(a) of the Participation Agreement. 
 
          "Equity Investor Guarantor" shall mean an y Person that shall guaranty 
the obligations of an Equity Investor Transferee un der the Operative Documents 
in accordance with Section 7.1(a) of the Participat ion Agreement. 
 
          "Equity Investor Guaranty" shall mean any  guaranty agreement entered 
into pursuant to Section 7.1(v) of the Participatio n Agreement guaranteeing the 
obligations of an Equity Investor Transferee in the  form attached to the 
Participation Agreement as Exhibit G. 
 
          "Equity Investor Transferee" shall have t he meaning specified in 
Section 7.1(a) of the Participation Agreement. 
 
          "Equity Investor's Commitment" shall have  the meaning set forth in 
Section 2.1(a)(ii) of the Participation Agreement. 
 
          "Equity Investor's Lien" shall mean any L ien on the Indenture Estate 
or any part thereof arising as a result of (a) Clai ms against or any act or 
omission of the Equity Investor that are not relate d to, or that are in 
violation of, any Operative Document or the transac tions contemplated thereby or 
that are in breach of any covenant or agreement of the Equity Investor set forth 
therein, (b) Taxes against the Equity Investor that  are not indemnified against 
by the Lessee pursuant to the Equity Investor Agree ments or (c) Claims against 
or affecting the Equity Investor arising out of the  voluntary or involuntary 
transfer by the Equity Investor (other than transfe rs requested by the Lessee 
and except as contemplated or permitted by the Oper ative Documents or in 
connection with the exercise of remedies during the  continuance of a Lease Event 
of Default) of the Member Interest. 
 
          "Equity Investor's Net Economic Return" s hall mean with respect to the 
period between the Closing Date and the expiration of the Basic Lease Term, the 
Equity 
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Investor's anticipated after-tax yield, aggregate a fter-tax lease income and 
aggregate after tax-lease income over the first fiv e years of the Basic Lease 
Term, using the multiple investment sinking fund me thod of analysis (as 
described in Paragraph 44 of FASB 13), computed on the basis of the same 
methodology and assumptions as were utilized in det ermining the applicable 
schedules of Periodic Lease Rent, Allocated Rent an d Termination Values as of 
the Closing Date. 
 
          "Equity Portion of Periodic Lease Rent" s hall mean for any Rent 
Payment Date the difference between (a) Periodic Le ase Rent scheduled to be paid 
under the Project Lease on such Rent Payment Date a nd (b) the Debt Portion of 
Periodic Lease Rent as of such Rent Payment Date. 
 
          "Equity Portion of Termination Value", in  respect of any determination 
of Termination Value or amount determined by refere nce to Termination Value 
payable pursuant to the Operative Documents, shall mean an amount equal to the 
excess, if any, of (a) the Termination Value on the  date of determination, over 
(b) the Debt Portion of Termination Value. 
 
          "ERISA" shall mean the Employee Retiremen t Income Security Act of 
1974, as amended. 
 
          "ERISA Affiliate" shall mean each Person,  entity, trade or business 
that together with Lessee is treated as a single-em ployer within the meaning of 
Section 414(b), (c), (m) or (o) of the Code. 
 
          "Event of Loss" shall mean, with respect to the Project, any of the 
following events: 
 
          (a) loss of the Project or use thereof du e to destruction of or damage 
to the Project that is beyond economic repair or th at renders the Project unfit 
for normal use, as determined by the Independent En gineer; 
 
          (b) damage to the Project that results in  an insurance settlement with 
respect to the Project on the basis of a total loss , or an agreed constructive 
or a compromised total loss; 
 
          (c) seizure, condemnation, confiscation o r taking of, or requisition 
of title to or use of, all or a substantial part of  the Project and/or Project 
Site by any Governmental Entity (a "Requisition") f ollowing exhaustion of all 
permitted appeals or an election by the Lessee not to pursue such appeals 
(provided that no such contest shall extend beyond the earlier of (i) the date 
which is one year after the loss of such title, or (ii) the date which is 36 
months prior to the end of the Basic Lease Term or any Renewal 
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Lease Term then in effect or elected by the Lessee) , but, in any case involving 
Requisition of use but not of title, only if such R equisition of use continues 
beyond the Basic Lease Term or any Renewal Lease Te rm then in effect or elected 
by the Lessee; and 
 
          (d) if elected by the Equity Investor, an d only in such case as 
termination of the Project Lease and transfer of th e Project shall remove the 
basis of the regulation described below, subjection  of the Owner Lessor's or the 
Equity Investor's interest in the Project, any Oper ative Document or the Project 
Lease, or any part thereof, to any rate of return r egulation by any Governmental 
Entity, or subjection of the Equity Investor (or an y Affiliate thereof) or the 
Owner Lessor to any other public utility regulation  of any Governmental Entity 
or law that in the reasonable opinion of the Equity  Investor is materially 



burdensome, in either case by reason of the partici pation of the Owner Lessor or 
the Equity Investor in the transactions contemplate d by the Operative Documents, 
and not, in any event, as a result of (i) investmen ts, loans or other business 
activities of the Equity Investor or its Affiliates  in respect of equipment or 
facilities similar in nature to the Project or any part thereof or in any other 
electrical, steam or other energy or utility relate d equipment or facilities or 
the general business or other activities of the Equ ity Investor or its 
Affiliates or the nature of any of the properties o r assets from time to time 
owned, leased, operated, managed or otherwise used or made available for use by 
the Equity Investor or its Affiliates, (ii) a failu re of the Equity Investor or 
any of its Affiliates to perform routine, administr ative or ministerial actions, 
the performance of which would not subject the Equi ty Investor or any of its 
Affiliates to any material adverse consequence (in the reasonable opinion of the 
Equity Investor or such Affiliate acting in good fa ith) or (iii) the breach by 
the Owner Lessor or the Equity Investor of any cove nant set forth in any 
Operative Document, except in each case (x) any bre ach that is imputed to the 
Owner Lessor or the Equity Investor by reason of it s interest in the Project or 
(y) if such breach shall have been caused by any br each or act, or failure to 
act in breach of a duty to do so, by the Lessee or any of its Affiliates, of any 
covenant set forth in any Operative Document; provi ded that the Lessee, the 
Owner Lessor and the Equity Investor agree to coope rate and to take reasonable 
measures to alleviate the source or consequence of any regulation constituting 
an Event of Loss under this clause (d) (a "Regulato ry Event of Loss"), at the 
cost and expense of the party requesting such coope ration and so long as there 
shall be no adverse consequences to the Owner Lesso r or the Equity Investor (or 
any of its Affiliates) as a result of such cooperat ion or the taking of 
reasonable measures. 
 
          "Excepted Payments" shall mean and includ e (a)(i) any indemnity 
(whether or not constituting Supplemental Lease Ren t and whether or not a Lease 
Event of Default exists) payable to either the Trus t Company, the Owner Manager, 
the Equity Investor or the Owner Lessor or to their  respective Indemnitees and 
successors and permitted assigns (other than the In denture Trustee) pursuant to 
Section 9.1 or 9.2 of the Participation Agreement o r under the Tax Indemnity 
Agreement and for which amounts are on deposit 
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in a separate Indemnity Reserve Sub-Account pursuan t to Section 4.8 of the 
Depositary Agreement or (ii) any amount payable by the Lessee to the Owner 
Lessor or the Equity Investor to reimburse any such  Person for its costs and 
expenses in exercising its rights or complying with  its obligations under the 
Operative Documents and which is available for dist ribution to such Persons 
pursuant to the Depositary Agreement, (b)(i) insura nce proceeds, if any, payable 
to the Owner Lessor under insurance separately main tained by the Owner Lessor 
with respect to the Project as permitted by and in accordance with the Project 
Lease or (ii) proceeds of personal injury or proper ty damage or other liability 
insurance maintained under any Operative Document f or the benefit of the Trust 
Company, the Owner Manager, the Owner Lessor or the  Equity Investor, (c) any 
amount payable to the Equity Investor as the purcha se price of the Equity 
Investor's right and interest in the Member Interes t, (d) all other fees 
expressly payable to the Trust Company, the Owner M anager, the Equity Investor 
or the Owner Lessor under the Operative Documents a nd which is available for 
distribution to such Persons pursuant to the Deposi tary Agreement, (e) if the 
Lessee exercises its right to assume the Senior Not es, any Termination Value (or 
amount calculated by reference thereto) or purchase  price payable by the Lessee 
in connection therewith and (f) any payments in res pect of interest, or any 
payments made on an After-Tax Basis, to the extent attributable to payments 
referred to in clause (a) through (e) above that co nstitute Excepted Payments. 
 
          "Excepted Rights" shall mean the rights o f the Owner Lessor and Equity 
Investor described in Section 5.6 of the Indenture.  
 



          "Exchange Act" shall mean the Securities Exchange Act of 1934, as 
amended. 
 
          "Excluded Assets" shall mean the items se t forth in Schedule III 
hereto. 
 
          "Excluded Taxes" shall have the meaning s pecified in Section 9.2(b) of 
the Participation Agreement. 
 
          "Expansion Project" shall mean the "toppi ng" and/or "bottoming" units 
as may be added to the Project at the sole discreti on of the Lessee. 
 
          "EWG" shall mean an exempt wholesale gene rator, as defined in PUHCA. 
 
          "Fair Market Rental Value" or "Fair Marke t Sales Value" shall mean 
with respect to any property or service as of any d ate, the cash rent or cash 
price obtainable in an arm's length lease, sale or supply, respectively, between 
an informed and willing lessee or purchaser under n o compulsion to lease or 
purchase and an informed and willing lessor or sell er or supplier under no 
compulsion to lease or sell or supply the property or service in question, and 
shall, in the case of the Owner Lessor's Leasehold Interest, be determined 
(except pursuant to Section 17 of the Project Lease  or as 
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otherwise provided below or in the Operative Docume nts) on the basis (a) that 
the conditions contained in Sections 7 and 8 of the  Project Lease shall have 
been complied with in all respects, (b) that the le ssee or buyer shall have 
rights in, or an assignment of, the Operative Docum ents to which the Owner 
Lessor is a party (or in which the Owner Lessor has  rights) and the obligations 
relating thereto and (c) that the Owner Lessor's Le asehold Interest, as the case 
may be, is free and clear of all Liens (other than Owner Lessor's Liens, Equity 
Investor's Liens and Indenture Trustee's Liens) tak ing into account (y) the 
remaining terms of the Sublease of the Power Plant Sublease and the Sub-Sublease 
of the Power Plant Sublease, and (z) in the case of  the Fair Market Rental 
Value, the terms of the Project Lease and the other  Operative Documents. If the 
Fair Market Sales Value or Fair Market Rental Value , as the case may be, of the 
Owner Lessor's Leasehold Interest is to be determin ed during the continuance of 
a Lease Event of Default or in connection with the exercise of remedies by the 
Owner Lessor or the Indenture Trustee pursuant to S ection 17 of the Project 
Lease, such value shall be determined by an apprais er appointed solely by the 
Owner Lessor on an "as-is", "where-is" and "with al l faults" basis and shall 
take into account all Liens (other than Owner Lesso r's Liens, Equity Investor's 
Liens and Indenture Trustee's Liens); provided, how ever, in any such case where 
the Owner Lessor shall be unable to obtain construc tive possession sufficient to 
realize the economic benefit of the Owner Lessor's Leasehold Interest, Fair 
Market Sales Value or Fair Market Retail Value, as the case may be, of the Owner 
Lessor's Leasehold Interest shall be deemed equal t o zero dollars ($0). If in 
any case other than in the preceding sentence the p arties are unable to agree 
upon a Fair Market Sales Value or Fair Market Renta l Value, as the case may be, 
of the Owner Lessor's Leasehold Interest within 30 days after a request therefor 
has been made, the Fair Market Sales Value or Fair Market Rental Value, as the 
case may be, of the Owner Lessor's Leasehold Intere st shall be determined by 
appraisal pursuant to the Appraisal Procedure. Any fair market value 
determination of a spare part or Severable Modifica tion shall take into 
consideration any Liens or encumbrances to which th e spare part or Severable 
Modification being appraised is subject and which a re being assumed by the 
transferee, and that such spare part or Severable M odification is being 
transferred on an "as-is", "where-is" basis. 
 
          "Federal Power Act" shall mean the Federa l Power Act, as amended. 
 
          "FERC" shall mean the Federal Energy Regu latory Commission of the 



United States or any successor agency or predecesso r agency thereto. 
 
          "Financing Documents" shall mean the Part icipation Agreement, the Head 
Lease, the Project Lease, the Senior Notes, the Tax  Indemnity Agreement, the 
Equity Investor Guaranty, if any, the Consents to A ssignment, the Real Estate 
Documents and the Security Documents. 
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          "Financing Parties" shall mean the collec tive reference to the Equity 
Investor, the Owner Lessor, the Initial Noteholders  and the Indenture Trustee. 
 
          "FMV Renewal Lease Term" shall have the m eaning specified in Section 
15.2 of the Project Lease. 
 
          "FPPO Price" shall mean the amounts speci fied as such in Section 6 of 
Project Lease Supplement No. 1 or, if executed, Pro ject Lease Supplement No. 2. 
 
          "Funding Request" shall have the meaning set forth in Section 4(s) of 
the Participation Agreement. 
 
          "Future Value" shall mean, with respect t o any amount, the accreted 
value of such amount that gives effect to the time value of money using the 
Discount Rate. 
 
          "GAAP" shall mean generally accepted acco unting principles used in the 
United States consistently applied and in effect fr om time to time. 
 
          "Geothermal Consultant" shall mean Geothe rmEx or any successor thereto 
that is a nationally recognized independent geother mal consultant in the 
geothermal power generation industry selected by th e Equity Investor and, until 
such time as the Indenture has been terminated and fully discharged, the 
Indenture Trustee and reasonably acceptable to the Lessee. 
 
          "Geothermal Generation Facility" shall me an the ten modular generating 
units along with three production wells, four injec tion wells, separation 
systems and auxiliary equipment, located at Kapoho,  in the District of Puna, 
County of Hawaii, Island of Hawaii, in the State of  Hawaii together with all 
improvements thereto, but not including the Exclude d Assets, as more fully 
described on Exhibit A to Head Lease Supplement No.  1. 
 
          "Geothermal Resource" shall have the mean ing set forth in the Resource 
Sublease Partial Assignment. 
 
          "Governmental Approvals" shall mean all a uthorizations, consents, 
approvals, waivers, exceptions, variances, franchis es, permissions, filings, 
permits, orders, licenses, registrations, judgments , written interpretations, 
decrees, exemptions and declarations of or with any  Governmental Entity and 
shall include those siting and operating permits an d licenses, and any of the 
foregoing under any applicable Environmental Law, t hat are required for the 
ownership, construction, use, operation and mainten ance of the Project. 
 
          "Governmental Entity" shall mean and incl ude any nation or government, 
any state or political subdivision thereof (whether  federal, state or local), 
any court and any 
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administrative agency or other regulatory body, ins trumentality, authority or 
other entity or official thereof exercising executi ve, legislative, judicial, 



regulatory or administrative functions of or pertai ning to government. 
 
          "Guarantee" shall mean, with respect to a ny Person, any obligation, 
contingent or otherwise, of such Person directly or  indirectly guaranteeing in 
any manner any Indebtedness or other obligation of any other Person and, without 
limiting the generality of the foregoing, any oblig ation, direct or indirect, 
contingent or otherwise, of such Person (i) to purc hase or pay (or advance or 
supply funds for the purchase or payment of) such I ndebtedness or other 
obligation (whether arising by virtue of partnershi p arrangements, by agreement 
to keep-well, to purchase assets, goods, bonds or s ervices, to take-or-pay or to 
maintain financial statement conditions or otherwis e), (ii) entered into for the 
purpose of assuring in any other manner the obligee  of such Indebtedness or 
other obligation of the payment thereof or to prote ct such obligee against loss 
in respect thereof (in whole or in part) or (iii) t o reimburse any Person for 
the payment by such Person under any letter of cred it, surety, bond or other 
guaranty issued for the benefit of such other Perso n, provided that the term 
"Guarantee" shall not include endorsements for coll ection or deposit in the 
ordinary course of business. The term "Guaranty", " Guarantee" or "Guaranteed" 
used as a verb has a correlative meaning. 
 
          "Hawaii General Excise Tax" shall have th e meaning specified in 
Chapter 237 of the Hawaii Revised Statutes, as amen ded. 
 
          "Hazardous Materials" shall mean (a) any petroleum or petroleum 
products, explosives, radioactive materials, asbest os in any form, urea 
formaldehyde foam insulation and polychlorinated bi phenyls (PCB), in each case, 
to the extent regulated under any Environmental Law ; and (b) any chemicals, 
materials or substances defined as or included in t he definition of "hazardous 
substances", "hazardous wastes", "hazardous materia ls", "extremely hazardous 
wastes", "restricted hazardous wastes", "toxic subs tances", "toxic pollutants", 
"contaminants" or "pollutants", or words of similar  import, under any applicable 
Environmental Law and any other substance regulated  pursuant to any applicable 
Environmental Law. 
 
          "Head Lease" shall mean the Head Lease Ag reement dated as of May 18, 
2005 by and between the Head Lessor and the Head Le ssee, together with any Head 
Lease Supplement thereto from and after the date su ch Head Lease Supplement is 
executed and delivered by the Head Lessor and the H ead Lessee. 
 
          "Head Lease Base Term Expiration Date" sh all have the meaning 
specified in Section 3(a) of the Head Lease. 
 
 
                                       17 
 
 
 
          "Head Lease Event of Default" shall have the meaning specified in 
Section 7(a) of the Head Lease. 
 
          "Head Lease Rent" shall mean the amounts designated as such in Head 
Lease Supplement No. 1, or, if executed, Head Lease  Supplement No. 2. 
 
          "Head Lease Supplement" shall mean a Head  Lease Supplement 
substantially in the form of Exhibit A to the Head Lease. 
 
          "Head Lease Supplement No. 1" shall mean the Head Lease Supplement No. 
1 dated as of May 18, 2005 by and between the Lesso r and the Lessee. 
 
          "Head Lease Supplement No. 2" shall mean the Head Lease Supplement No. 
2 by and between the Lessor and the Lessee, relatin g to the Well Improvements. 
 
          "Head Lease Term" shall have the meaning specified in Section 3(a) of 
the Head Lease. 
 
          "Head Lessee" shall mean the Owner Lessor  in its capacity as lessee 



under the Head Lease. 
 
          "Head Lessor" shall mean PGV in its capac ity as lessor under the Head 
Lease. 
 
          "HELCO" shall mean Hawaii Electric Light Company, Inc., an electric 
public utility company organized and existing under  the laws of the State of 
Hawaii. 
 
          "HELCO Consent" shall mean Confirmation o f Purchase Power Contract and 
Agreement dated as of April 7, 2005 between HELCO a nd PGV, in form and substance 
satisfactory to the Participants. 
 
          "Improvement Conditions" shall have the m eaning specified in Section 
8.2 of the Project Lease. 
 
          "Indebtedness" of any Person at any date shall mean, without 
duplication, (i) all obligations of such Person for  borrowed money, (ii) all 
obligations of such Person evidenced by bonds, debe ntures, notes or other 
similar instruments, (iii) all obligations of such Person to pay the deferred 
purchase price of property or services, except trad e accounts payable arising in 
the ordinary course of business, (iv) all obligatio ns of such Person under 
leases which are or should be, in accordance with G AAP, recorded as Capital 
Lease Obligations in respect of which such Person i s liable, (v) all obligations 
of such Person under interest rate or currency prot ection agreements or other 
hedging instruments, (vi) all obligations of such P erson to purchase securities 
(or other property) which arise out of or in connec tion with the sale of the 
same or substantially similar 
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securities (or property), (vii) all deferred obliga tions of such Person to 
reimburse any bank or other Person in respect of am ounts paid or advanced under 
a letter of credit or other instrument, (viii) all Indebtedness of others 
secured by a Lien on any asset of such Person, whet her or not such Indebtedness 
is assumed by such Person, and (ix) all Indebtednes s of others Guaranteed 
directly or indirectly by such Person or as to whic h such Person has an 
obligation substantially the economic equivalent of  a Guarantee or other 
arrangement to assure a creditor against loss. 
 
          "Indemnitee" shall have the meaning speci fied in Section 9.1(a) of the 
Participation Agreement. 
 
          "Indemnity Reserve Requirement" shall hav e the meaning set forth in 
the Depositary Agreement. 
 
          "Indenture" shall mean the Indenture of T rust, Mortgage and Security 
Agreement, dated as of May 18, 2005, between the Ow ner Lessor and the Indenture 
Trustee, duly completed, executed and delivered on the Closing Date pursuant to 
which the Owner Lessor will issue the Senior Notes.  
 
          "Indenture Bankruptcy Default" shall mean  any event or occurrence, 
which, with the passage of time or the giving of no tice or both, would become an 
Indenture Event of Default under Section 4.5(F) or (G) of the Indenture. 
 
          "Indenture Default" shall mean any event that with the giving of 
notice or the passage of time would become an Inden ture Event of Default. 
 
          "Indenture Estate" shall have the meaning  specified in the Granting 
Clause of the Indenture. 
 
          "Indenture Event of Default" shall have t he meaning specified in 
Section 4.5 of the Indenture. 



 
          "Indenture Payment Default" shall mean an y event or occurrence, which, 
with the passage of time or the giving of notice or  both, would become an 
Indenture Event of Default under Section 4.7C of th e Indenture. 
 
          "Indenture Trustee" shall mean Union Bank  of California, N.A., not in 
its individual capacity, but solely as Indenture Tr ustee under the Indenture, 
and each other Person who may from time to time be acting as Indenture Trustee 
in accordance with the provisions of the Indenture.  
 
          "Indenture Trustee Agreements" shall have  the meaning set forth in 
Section 3.6(a) of the Participation Agreement. 
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          "Indenture Trustee Office" shall mean the  office to be used for 
notices to the Indenture Trustee from time to time pursuant to Section 9.4 of 
the Indenture. 
 
          "Indenture Trustee's Liens" shall mean an y Lien on the Indenture 
Estate or any part thereof arising as a result of ( a) Claims against or any act 
or omission of the Indenture Trustee or Affiliate t hereof that is not related 
to, or that is in violation of, any Operative Docum ent or the transactions 
contemplated thereby or that is in breach of any co venant or agreement of the 
Indenture Trustee specified therein, (b) Taxes impo sed upon the Indenture 
Trustee or any Affiliate thereof that are not indem nified against by the Lessee 
pursuant to any Operative Document, or (c) Claims a gainst or affecting the 
Indenture Trustee or any Affiliate thereof arising out of the voluntary or 
involuntary transfer by the Indenture Trustee of an y portion of the interest of 
the Indenture Trustee in the Indenture Estate, othe r than pursuant to the 
Operative Documents. 
 
          "Independent Appraiser" shall mean a disi nterested, licensed 
professional appraiser of industrial property who ( a) meets the personal 
property qualifications criteria established by the  Appraisal Foundation; (b) is 
a member of the Appraisal Institute or holds the se nior accreditation of the 
American Society of Appraisers; (c) is in the regul ar employ, or is a principal 
of, a nationally recognized appraisal firm; and (d)  has substantial experience 
in the business of evaluating facilities similar to  the Project. 
 
          "Initial Noteholders" shall mean AIG Annu ity Insurance Company, 
American General Life Insurance Company and Allstat e Life Insurance Company. 
 
          "Injection Well" shall mean a geothermal well to be operated as an 
injection well as part of the Well Improvements to be completed by December 30, 
2005. 
 
          "Insurance Consultant" shall mean Moore-M cNeil LLC or any successor 
thereto that is a nationally recognized independent  insurance consultant in the 
power generation industry selected by the Equity In vestor and, until such time 
as the Indenture has been terminated and fully disc harged, the Indenture Trustee 
and reasonably acceptable to the Lessee. 
 
          "IRS" shall mean the Internal Revenue Ser vice of the United States 
Department of Treasury or any successor agency. 
 
          "Junior Rent Reserve Account" shall have the meaning set forth in 
Section 1.2 of the Depositary Agreement. 
 
          "Junior Rent Reserve Requirement" shall h ave the meaning set forth in 
the Depositary Agreement. 
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          "KLDC" shall mean Kapoho Land and Develop ment Company, Limited, a 
Hawaii corporation. 
 
          "KLDC Consent" shall mean the Master Less or's Consent to (i) Mortgage 
of Lessor's Interest in Master Lease, (ii) Second A mendment to Lease (Master 
Lease), (iii) Certain Subleasing of the Resource Su blease, Subleasing of the 
Power Plant Sublease and Sub-Granting of the Delive ry System Grant of Easements, 
(iv) Certain Sub-Subleasing of the Resource Subleas e, Sub-Subleasing of the 
Power Plant Sublease and Sub-Sub-Granting of the De livery System Grant of 
Easements and (v) Certain Assignments dated as of M ay 18, 2005, between KLDC as 
Master Lessor and KLP as Lessor. 
 
          "KLDC Estoppel " shall mean the Master Le ssor's Estoppel, Attornment 
and Non-Disturbance Agreement (Master Lease), dated  as of May 18, 2005, among 
KLDC as Master Lessor, KLP as Lessor and PGV as Les see. 
 
          "KLDC Mortgage" shall mean the Real Prope rty Mortgage, Security 
Agreement and Financing Statement, dated as of May 18, 2005, by KLDC as 
Mortgagor to PGV as Mortgagee. 
 
          "KLDC Mortgage Assignment" shall mean the  Assignment by Way of 
Security of KLDC Real Property Mortgage, Security A greement and Financing 
Statement, by KLDC, Mortgagor, and PGV, Mortgagee, dated as of May 18, 2005, 
between PGV as Assignor and Owner Lessor as Assigne e. 
 
          "KLDC Mortgage Assignment (Indenture Trus tee)" shall mean the 
Assignment by Way of Security of Owner Lessor's Rig hts in KLDC Real Property 
Mortgage, Security Agreement and Financing Statemen t, by KLDC, Mortgagor, and 
PGV, Mortgagee, dated as of May 18, 2005, between O wner Lessor as Assignor and 
Indenture Trustee as Assignee. 
 
          "KLDC Partial Assignment Consent" shall m ean Master Lessor's Consent 
to Partial Assignment of Lessee's Interest in Lease  and Agreement (Master Lease) 
dated as of May 18, 2005 by and among KLDC as Maste r Lessor, KLP as Lessor, PGV 
as Lessee, and PGV-II. 
 
          "KLP" shall mean the Kapoho Land Partners hip, a Hawaii limited 
partnership. 
 
          "KLP Consent" shall mean Lessor's Consent  to (i) Certain Subleasing of 
the Resource Sublease, Subleasing of the Power Plan t Sublease and Sub-Granting 
of the Delivery System Grant of Easements, (ii) Cer tain Sub-Subleasing of the 
Resource Sublease, Sub-Subleasing of the Power Plan t Sublease and 
Sub-Sub-Granting of the Delivery System Grant of Ea sements and (iii) Certain 
Assignments and Estoppel 
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Certificate (Resource Sublease, Power Plant Subleas e and Delivery System 
Easements), dated as of May 18, 2005, between KLP a s Lessor and PGV as Lessee. 
 
          "KLP Mortgage" shall mean the Real Proper ty Mortgage, Security 
Agreement and Financing Statement, dated as of May 18, 2005, by KLP as Mortgagor 
to PGV as Mortgagee. 
 
          "KLP Mortgage Assignment" shall mean the Assignment by Way of Security 
of KLP Real Property Mortgage, Security Agreement a nd Financing Statement, by 
KLP, Mortgagor, and PGV, Mortgagee, dated as of May  18, 2005, between PGV as 
Assignor to Owner Lessor as Assignee. 



 
          "KLP Mortgage Assignment (Indenture Trust ee)" shall mean the 
Assignment by Way of Security of Owner Lessor's Rig hts in KLP Real Property 
Mortgage, Security Agreement and Financing Statemen t, by KLP, Mortgagor, and 
PGV, Mortgagee, dated as of May 18, 2005, between O wner Lessor as Assignor and 
Indenture Trustee as Assignee. 
 
          "KLP Partial Assignment Consent" shall me an Lessor's Consent to 
Partial Assignment of Lessee's Interest in Lease an d Agreement (Resource 
Sublease) and Estoppel Certificate dated as of May 18, 2005 by and among KLP as 
Lessor, PGV as Lessee, and PGV-II. 
 
          "Lease Debt" shall mean the debt evidence d by the Senior Notes and any 
other debt issued as contemplated by Section 11 of the Participation Agreement. 
 
          "Lease Debt Rate" shall mean a rate per a nnum equal to 6.24%. 
 
          "Lease Default" shall mean an event that with the passage of time or 
the giving of notice would become a Lease Event of Default. 
 
          "Lease Event of Default" shall have the m eaning specified in Section 
16 of the Project Lease. 
 
          "Lease Rent Coverage Ratio" shall mean, w ith respect to each Rent 
Payment Date, the ratio of (i) all Project Revenues  for the six month period 
immediately preceding such Rent Payment Date (or, i n the case of the first Rent 
Payment Date, for the period from the Closing Date to the first Rent Payment 
Date) less Operating Costs for such period to (ii) the amount of Periodic Lease 
Rent due and payable on such Rent Payment Date. 
 
          "Leases" shall have the meaning specified  in clause 2 of the Granting 
Clause of the Indenture. 
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          "Lessee" shall mean PGV in its capacity a s lessee under the Project 
Lease. 
 
          "Lessee Act" shall have the meaning speci fied in Section 5(a)(i) of 
the Tax Indemnity Agreement. 
 
          "Lessee Partner(s)" shall mean individual ly, and collectively, ORNI 8 
LLC, a Delaware limited liability company and OrPun a LLC, a Delaware limited 
liability company. 
 
          "Lessee Partnership Agreement" shall mean  the Third Amended and 
Restated Partnership Agreement of the Lessee, dated  as of June 4, 2004, entered 
into by the Lessee Partners as amended by Amendment  No. 1 dated as of May 17, 
2005. 
 
          "Lessee Partners Interest Pledge Agreemen t" shall mean the Limited 
Liability Company Pledge Agreement, dated as of May  18, 2005, made by ONI, as 
pledgor, in favor of the Owner Lessor, in form and substance satisfactory to the 
Participants, duly completed, executed and delivere d on the Closing Date 
pursuant to which ONI shall pledge its membership i nterests in the Lessee 
Partners to the Owner Lessor. 
 
          "Lessee Section 467 Interest" shall have the meaning specified in 
Section 3.2 of the Project Lease. 
 
          "Lessee Security Agreement" shall mean th e Security Agreement, dated 
as of May 18, 2005, between the Lessee and the Owne r Lessor, duly completed, 
executed and delivered on the Closing Date pursuant  to which the Lessee will 



grant a security interest to the Owner Lessor in ce rtain assets of the Lessee. 
 
          "Lessee Security Documents" shall mean th e Indenture, the Lessee 
Partners Interest Pledge Agreement, the PGV Interes ts Pledge Agreement and the 
Lessee Security Agreement. 
 
          "Lessor Estate" shall mean all the estate , right, title and interest 
of the Owner Lessor in, to and under the Project, t he Project Site, the Project 
Document Interest, the Lessee Partnership Interest Pledge Agreement, the PGV 
Interests Pledge Agreement and the other Operative Documents, including all 
funds advanced to the Owner Lessor by the Equity In vestor, all installments and 
other payments of Periodic Lease Rent, Renewal Leas e Rent, Supplemental Lease 
Rent, condemnation awards, purchase price, sale pro ceeds, insurance proceeds and 
all other proceeds, rights and interests of any kin d for or with respect to the 
estate, right, title and interest of the Owner Less or in, to and under the 
Project, the Project Site, the Project Document Int erest, the Lessee Partnership 
Interest Pledge Agreement, the PGV Interests Pledge  Agreement and the other 
Operative Documents, and any of the foregoing. 
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          "Lessor Section 467 Interest" shall have the meaning specified in 
Section 3.2 of the Project Lease. 
 
          "Letter of Credit Issuer" shall mean an A cceptable Letter of Credit 
Provider issuing the applicable Reserve Letter of C redit. 
 
          "Letters of Credit" shall mean, collectiv ely, the Junior Rent Reserve 
Letter of Credit, the Senior Rent Reserve Letter of  Credit, the Well Maintenance 
Reserve Letter of Credit and the Indemnity Reserve Letter of Credit, each as 
defined in the Depositary Agreement. 
 
          "Lien" shall mean any mortgage, security deed, security title, pledge, 
lien (statutory or other), charge, encumbrance, lea se, security interest, 
preference, priority or other security agreement or  preferential arrangement of 
any kind or nature whatsoever intended to assure pa yment of any obligation, 
including any conditional sale or other title reten tion agreement, pledge, 
hypothecation, assignment, the interest of a lessor  under a Capital Lease 
Obligation, and any financing lease having substant ially the same economic 
effect as any of the foregoing. 
 
          "Limited Recourse Amount" shall mean, as of any date of determination, 
an amount, not to be less than zero, equal to the F uture Value (determined from 
the Closing Date, using the Discount Rate) of the s um of the following amounts: 
(i) 89% of the Head Lease Rent, minus (ii) the pres ent value as of the Closing 
Date (determined using the Discount Rate), of all o f the following payments (x) 
the Periodic Lease Rents from the Closing Date to t he date of determination and 
(y) any other amounts (including Claims) paid by th e Lessee pursuant to the 
Operative Documents which relates to or arises sole ly as a result of the related 
Limited Recourse Event. 
 
          "Limited Recourse Event" shall have the m eaning set forth in Section 
17.4 of the Project Lease. 
 
          "LLC Agreement" shall mean the Limited Li ability Company Agreement, 
dated as of May 18, 2005, between the Owner Manager  and the Equity Investor 
pursuant to which the Owner Lessor shall be governe d and administered. 
 
          "Loan" shall mean a loan evidenced by any  Senior Note. 
 
          "Loss Proceeds Account" shall have the me aning specified in Section 
1.2 of the Depositary Agreement. 
 



          "Loss Proceeds Account Deposits" shall ha ve the meaning specified in 
Section 1.2 of the Depositary Agreement. 
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          "Majority in Interest of Noteholders" as of any date of determination, 
shall mean Noteholders holding in aggregate more th an 50% of the total 
outstanding principal amount of the Senior Notes ; provided, however, that any 
Note held by the Lessee and/or any Affiliate of the  Lessee shall not be 
considered outstanding for purposes of this definit ion unless the Lessee and/or 
such Affiliate shall hold title to all the Senior N otes outstanding. 
 
          "Make Whole Premium" shall mean, with res pect to any Senior Notes 
subject to redemption pursuant to the Indenture, an  amount equal to the 
Discounted Present Value of such Senior Notes less the unpaid principal amount 
of such Senior Notes; provided that the Make Whole Premium shall not be less 
than zero. For purposes of this definition, the "Di scounted Present Value" of 
any Senior Notes subject to redemption pursuant to the Indenture shall be equal 
to the discounted present value of all principal an d interest payments scheduled 
to become due after the date of such redemption in respect of such Senior Notes, 
calculated using a discount rate equal to the sum o f (a) the yield to maturity 
on the U.S. Treasury security having an interpolate d final maturity equal to the 
remaining average life of such Senior Notes and tra ding in the secondary market 
at the price closest to par and (b) 50 basis points . 
 
          "Master Resource Lease" shall mean the Ge othermal Resources Mining 
Lease No. R-2 dated as of February 20, 1981 between  the State and KLP with 
respect to the Geothermal Resource. 
 
          "Master Surface Lease" shall mean the Sur face Lease dated as of 
February 18, 1981 between KLDC and KLP. 
 
          "Material Adverse Effect" shall mean a ma terially adverse effect on 
(a) the business, operations, properties, assets, r esults of operations or 
financial condition of the Lessee or the Project or  documents relating to the 
Project, (b) the ability of the Lessee to perform i ts material obligations under 
any of the Operative Documents to which it is a par ty, taken as a whole, (c) the 
validity or enforceability of any of the Operative Documents taken as a whole or 
(d) the validity or perfection of any of the Liens granted under any of the 
foregoing or the material rights and remedies there to or the exercise thereof. 
 
          "Maturity Date" shall mean December 30, 2 019. 
 
          "Member Interest" shall mean the membersh ip interest of the Equity 
Investor in the Owner Lessor. 
 
          "Memorandum of Head Lease" shall mean the  Memorandum of Head Lease, 
dated as of May 18, 2005, between PGV as Head Lesso r and Owner Lessor as Head 
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Lessee, relating to the Head Lease, as supplemented  by Head Lease Supplement No. 
1 and, if executed, Head Lease Supplement No. 2. 
 
          "Memorandum of KLDC Consent" shall mean t he Memorandum of Master 
Lessor's Consent to (i) Mortgage of Lessor's Intere st in Master Lease, (ii) 
Second Amendment to Lease (Master Lease), (iii) Cer tain Subleasing of the 
Resource Sublease, Subleasing of the Power Plant Su blease and Sub-Granting of 
the Delivery System Grant of Easements, (iv) Certai n Sub-Subleasing of the 
Resource Sublease, Sub-Subleasing of the Power Plan t Sublease and 



Sub-Sub-Granting of the Delivery System Grant of Ea sements and (v) Certain 
Assignments (Master Lease) dated as of May 18, 2005 , between KLDC as Master 
Lessor and KLP as Lessor. 
 
          "Memorandum of KLDC Estoppel" shall mean the Memorandum of Master 
Lessor's Estoppel, Attornment and Non-Disturbance A greement (Master Lease), 
dated as of May 18, 2005, among KLDC as Master Less or, KLP as Lessor and PGV as 
Lessee. 
 
          "Memorandum of KLDC Partial Assignment Co nsent" shall mean the 
Memorandum of Master Lessor's Consent to Partial As signment of Lessee's Interest 
in Lease and Agreement (Master Lease) dated as of M ay 18, 2005, by and among 
KLDC as Master Lessor, KLP as Lessor, PGV as Lessee , and PGV-II. 
 
          "Memorandum of KLP Consent" shall mean th e Memorandum of Lessor's 
Consent to (i) Certain Subleasing of the Resource S ublease, Subleasing of the 
Power Plant Sublease and Sub-Granting of the Delive ry System Grant of Easements, 
(ii) Certain Sub-Subleasing of the Resource Subleas e, Sub-Subleasing of the 
Power Plant Sublease and Sub-Sub-Granting of the De livery System Grant of 
Easement and (iii) Certain Assignments, and Estoppe l Certificate (Resource 
Sublease, Power Plant Sublease and Delivery System Grant of Easements), dated as 
of May 18, 2005, between KLP as Lessor and PGV as L essee. 
 
          "Memorandum of KLP Partial Assignment Con sent" shall mean the 
Memorandum of Lessor's Consent to Partial Assignmen t of Lessee's Interest in 
Lease and Agreement (Resource Sublease) and Estoppe l Certificate dated as of May 
18, 2005 by and among by KLP as Lessor, PGV as Less ee, and PGV-II. 
 
          "Memorandum of Project Lease" shall mean the Memorandum of Project 
Lease, dated as of May 18, 2005, between the Owner Lessor and the Lessee, in 
form and substance satisfactory to the Participants , duly completed, executed 
and delivered on the Closing Date, relating to the Project Lease, as 
supplemented by Project Lease Supplement No. 1 and,  if executed, Project Lease 
Supplement No. 2. 
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          "Memorandum of Resource Sublease Partial Assignment" shall mean the 
Memorandum of Partial Assignment of Lessee's Intere st in Lease and Agreement 
(Resource Sublease) dated as of May 18, 2005 betwee n PGV as Assignor and PGV-II 
as Assignee. 
 
          "Memorandum of Second Amendment to Lease (Master Lease)" shall mean 
the Memorandum of Second Amendment to Lease, dated as of May 18, 2005, between 
KLDC as Master Lessor and KLP as Lessor. 
 
          "Memorandum of State Consent" shall mean the Memorandum of Lessor's 
Consent to Certain Subleasing and Sub-Subleasing of  the Resource Sublease, the 
Power Plant Sublease, Non-Disturbance and Attornmen t Agreement and Estoppel 
Certificate (State Lease), dated as of May 18, 2005 , between the State of Hawaii 
as Lessor and PGV as Lessee. 
 
          "Memorandum of State Partial Assignment C onsent" shall mean the 
Memorandum of the Lessor's Consent to Partial Assig nment of Lessee's Interest in 
Lease and Agreement (State Lease) dated as of dated  as of May 18, 2005 by and 
among the State of Hawaii, PGV and PGV-II. 
 
          "Memorandum of Sub-Grant of Delivery Syst em Grant of Easements" shall 
mean the Memorandum of Sub-Grant of Delivery System  Grant of Easements, dated as 
of May 18, 2005, between PGV as Subgrantor and Owne r Lessor as Subgrantee. 
 
          "Memorandum of Sublease of Power Plant Su blease" shall mean the 
Memorandum of Sublease of Power Plant Sublease, dat ed as of May 18, 2005, 



between PGV as Sublessor and Owner Lessor as Subles see. 
 
          "Memorandum of Sublease of Resource Suble ase" shall mean the 
Memorandum of Sublease of Resource Sublease dated a s of May 18, 2005, between 
PGV as the Sublessor, and Owner Lessor as Sublessee . 
 
          "Memorandum of Sub-Sub-Grant of Delivery System Grant of Easements" 
shall mean the Memorandum of Sub-Sub-Grant of Deliv ery System Grant of 
Easements, dated as of May 18, 2005, between PGV as  Subgrantee and Owner Lessor 
as Subgrantor. 
 
          "Memorandum of Sub-Sublease of Power Plan t Sublease" shall mean the 
Memorandum of Sub-Sublease of Power Plant Sublease,  dated as of May 18, 2005, 
between Owner Lessor as Sub-Sublessor and PGV as Su b-Sublessee. 
 
          "Memorandum of Sub-Sublease of Resource S ublease" shall mean the 
Memorandum of Sub-Sublease of Resource Sublease dat ed as of May 18, 2005, 
between Owner Lessor as Sub-Sublessor, and PGV as S ub-Sublessee. 
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          "Memorandum of Third Amendment to Lease ( Resource Sublease)" shall 
mean the Memorandum of Third Amendment to Lease, da ted as of May 18, 2005, 
between KLP as Lessor and PGV as Lessee. 
 
          "Minimum Credit Rating" shall mean with r espect to (i) any senior 
long-term unsecured securities of any Person or (ii ) if such Person does not 
have any such rated securities, a general unsecured  credit rating of such 
Person, in each case, which ratings shall be at lea st BBB- by S&P and Baa3 by 
Moody's. 
 
          "Modifications" shall mean an addition, a lteration, betterment, 
improvement or enlargement of the Project, includin g any Required Modifications 
and Optional Modifications. 
 
          "Monthly Determination Date" shall have t he meaning specified in 
Section 1.2 of the Depositary Agreement. 
 
          "Moody's" shall mean Moody's Investors Se rvice, Inc. 
 
          "Nonseverable Modifications" shall mean a ny Modification that is not a 
Severable Modification. 
 
          "Noteholder" shall mean any holder from t ime to time of an outstanding 
Senior Note. 
 
          "Notice of Action" shall have the meaning  specified in Section 1.2 of 
the Depositary Agreement. 
 
          "Obsolescence Termination Date" shall hav e the meaning specified in 
Section 14.1 of the Project Lease. 
 
          "Offer" shall have the meaning as provide d in Section 17.1(e) of the 
Project Lease. 
 
          "Offer Price" shall have the meaning as p rovided in Section 17.1(e) of 
the Project Lease. 
 
          "Officer's Certificate" shall mean with r espect to any Person, a 
certificate signed (a) in the case of a corporation  or limited liability 
company, by the Chairman of the Board, the Presiden t, or a Vice President of 
such Person or any Person authorized by or pursuant  to the organizational 
documents, the bylaws or any resolution of the boar d of directors, shareholders, 



members, board of managers, or executive committee of such Person (whether 
general or specific) to execute, deliver and take a ctions on behalf of such 
Person in respect of any of the Operative Documents , (b) in the case of a 
partnership, by 
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the Chairman of the Board of Directors, or the Pres ident or any Vice President 
of a corporate general partner (and, in the case of  the Lessee, which shall be 
Responsible Officers of the Lessee), and (c) in the  case of the Trust Company or 
the Indenture Trustee, a certificate signed by a Re sponsible Officer of the 
Trust Company or the Indenture Trustee, as the case  may be. 
 
          "ONI" shall mean Ormat Nevada Inc., a Del aware corporation. 
 
          "ONI Consent" shall mean the Consent and Agreement dated as of May 18, 
2005 between ONI and PGV with respect to the Admini strative Services Agreement. 
 
          "Operating Costs" means, for any period a nd with respect to the 
Lessee, cash amounts incurred and paid by the Lesse e for the operation, 
administration and maintenance of the Project or an y portion thereof, including 
premiums for insurance policies, major maintenance expenditures as set forth in 
the applicable Annual Operating Budget, amounts fun ded into the Well Maintenance 
Reserve Account (but excluding amounts paid out the refrom) and other 
expenditures in respect of well maintenance costs o f obtaining any other 
materials, supplies or services for the Project, ut ilities, costs of 
maintaining, renewing and amending governmental per mits, franchise, licensing, 
property, real estate, sales and excise taxes (excl uding federal or state income 
taxes), general and administrative expenses (includ ing all royalties and rents), 
employee salaries, wages and other employment-relat ed costs, business management 
and administrative services fees (including costs a ssociated with the 
Administrative Services Agreement), costs required to be paid by Lessee under 
any Operative Document (other than scheduled Period ic Lease Rent), legal and 
other Transaction Costs and all other fees payable to the Noteholders (other 
than amounts constituting scheduled Periodic Lease Rent), and all other fees and 
expenses necessary for the continued operation and maintenance of the Project 
and the conduct of the business of the Lessee. Oper ating Costs shall not include 
(i) capital expenditures (including expenditures re ferred to under 
"Alterations"), (ii) payments for restoration or re pair of the Project from the 
Loss Proceeds Account or (iii) Permitted Investment s. 
 
          "Operative Documents" shall mean the coll ective reference to the 
Financing Documents and the Project Documents. 
 
          "Optional Modification" shall have the me aning specified in Section 
8.2 of the Project Lease. 
 
          "Overdue Rate" shall mean the Lease Debt Rate plus 2%. 
 
          "Owner Lessor" shall mean SE Puna, LLC in  its capacity as lessor under 
the Project Lease. 
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          "Owner Lessor Assignment of Head Lease" s hall mean Assignment By Way 
of Security of Head Lease dated as of May 18, 2005,  by the Owner Lessor to 
Indenture Trustee. 
 
          "Owner Lessor Assignment of Project Lease " shall mean Assignment By 
Way of Security of Project Lease dated as of May 18 , 2005 by the Owner Lessor to 



Indenture Trustee. 
 
          "Owner Lessor Assignment of Sub-Grant of Delivery System Grant of 
Easements" shall mean the Assignment by Way of Secu rity of Owner Lessor's Rights 
in Sub-Grant of Delivery System Grant of Easements,  dated as of May 18, 2005, by 
Owner Lessor as Assignor to Indenture Trustee as As signee. 
 
          "Owner Lessor Assignment of Sublease of P ower Plant Sublease" shall 
mean the Assignment by Way of Security of Owner Les sor's Rights in Sublease of 
Power Plant Sublease, dated as of May 18, 2005, by Owner Lessor as Assignor to 
Indenture Trustee as Assignee. 
 
          "Owner Lessor Assignment of Sublease of R esource Sublease" shall mean 
Assignment by Way of Security of Owner Lessor's Rig hts in Sublease of Resource 
Sublease (Owner Lessor to Indenture Trustee) dated as of May 18, 2005 by Owner 
Lessor as Assignor for the benefit of the Indenture  Trustee as Assignee. 
 
          "Owner Lessor's Account" shall mean the A ccount No. 069429-000 
maintained by the Owner Lessor with Wilmington Trus t Company, ABA# 0311-000-92, 
Ref: PUNA Geothermal Venture, Attention: Tracy McLa mb or such other account of 
the Owner Lessor, as the Owner Lessor may from time  to time specify in a notice 
to the Indenture Trustee pursuant to Section 9.4 of  the Indenture. 
 
          "Owner Lessor's Leasehold Interest" shall  mean all right, title and 
interest of the Owner Lessor in and to the Project under the Head Lease. 
 
          "Owner Lessor's Lien" shall mean any Lien  on the Indenture Estate or 
any part thereof arising as a result of (a) Claims against or any act or 
omission of the Owner Lessor or the Trust Company o r Affiliate thereof that are 
not related to, or that are in violation of, any Op erative Document or the 
transactions contemplated thereby or that are in br each of any covenant or 
agreement of the Owner Lessor or the Equity Investo r specified therein, (b) 
Taxes imposed upon the Owner Lessor or the Equity I nvestor or any Affiliate 
thereof that are not indemnified against by the Les see pursuant to any Operative 
Document, or (c) Claims against or affecting the Ow ner Lessor or the Equity 
Investor or any Affiliate thereof arising out of th e voluntary or involuntary 
transfer by the Owner Lessor or the Equity Investor  of any portion of the 
interest of the Owner Lessor, or the 
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Equity Investor in the Owner Lessor's Leasehold Int erest, other than transfers 
requested by the Lessee or pursuant to the Operativ e Documents or in connection 
with the exercise of remedies during the continuanc e of a Lease Event of 
Default. 
 
          "Owner Manager" shall mean Wilmington Tru st Company, a Delaware 
banking corporation, not in its individual capacity , but solely as independent 
manager under the LLC Agreement and each other Pers on that may from time to time 
be acting as independent manager in accordance with  the provisions of the LLC 
Agreement. 
 
          "Partial Casualty" shall mean any loss of  any part of the Project or 
use thereof due to destruction or damage or seizure , condemnation, confiscation 
or taking of or requisition of title to or use of, any part of the Project or, 
if it prevents the Lessee from operating or maintai ning any part of the Project 
or the Project Site by any Governmental Entity that  does not constitute an Event 
of Loss. 
 
          "Participants" shall mean the Equity Inve stor and the Noteholders. 
 
          "Participation Agreement" shall mean the Participation Agreement, 
dated as of May 18, 2005, among the Lessee, the Own er Lessor, Trust Company, in 



its individual capacity, the Equity Investor, the I nitial Noteholders and the 
Indenture Trustee. 
 
          "Payment Accounts" shall have the meaning  set forth in Section 1.2 of 
the Depositary Agreement. 
 
          "Periodic Lease Rent" shall mean the amou nts designated as such in, 
and payable on each Rent Payment Date set forth in Schedule 1 to Project Lease 
Supplement No. 1, or if executed, Project Lease Sup plement No. 2 or any other 
Project Lease Supplement executed and delivered by the Owner Lessor and the 
Lessee. 
 
          "Permitted Encumbrances" shall mean all m atters shown as exceptions on 
Schedule B to each of the Title Policies as approve d by the Indenture Trustee 
and the Equity Investor and as in effect on the Clo sing Date. 
 
          "Permitted Indebtedness" shall have the m eaning specified in Section 
5.14 of the Participation Agreement. 
 
          "Permitted Investments" shall mean an inv estment in any of the 
following: (i) direct obligations of the Department  of the Treasury of the 
United States of America; (ii) obligations of any f ederal agencies which 
obligations are backed by the full faith and credit  of the United States of 
America; (iii) commercial paper rated in at least t wo top tier ratings 
categories by Moody's or S & P; (iv) auction rate s ecurities rated in any one of 
the two highest rating categories by Moody's or S &  P; (v) investment agreements 
with banks 
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(foreign and domestic), broker/dealers, and other f inancial institutions rated 
at the time of bid in any one of the three highest rating categories by Moody's 
and S & P; (vi) repurchase agreements with banks (f oreign and domestic), 
broker/dealers, and other financial institutions ra ted at the time of bid in any 
one of the three highest rating categories by Moody 's and S&P, provided, that 
(1) collateral is limited to the securities specifi ed in clauses (i) and (ii) 
above, (2) the margin levels for collateral must be  maintained at a minimum of 
102% including principal and interest, (3) the Coll ateral Agent shall have a 
first priority perfected security interest in the c ollateral, (4) the collateral 
will be delivered to a third party custodian, desig nated by the Issuer, acting 
for the benefit of the Collateral Agent and all fee s and expenses related to 
collateral custody will be the responsibility of th e Issuer, (5) the collateral 
must have been or will be acquired at the market pr ice and marked to market 
weekly and collateral level shortfalls cured within  24 hours and (6) unlimited 
right of substitution of collateral is allowed prov ided that substitution 
collateral must be permitted collateral substituted  at a current market price 
and substitution fees of the custodian shall be pai d by the Issuer; and (vii) 
money market funds rated "AAAm" or "AAAm-G" or bett er by S&P. 
 
          "Permitted Liens" shall mean (a) the inte rests of the Lessee, the 
Equity Investor, the Owner Lessor and the Indenture  Trustee under any of the 
Operative Documents, (b) all Owner Lessor's Liens, Equity Investor's Liens and 
Indenture Trustee's Liens, (c) the reversionary int erests of the Lessee in the 
Project Site, (d) Liens for (i) taxes, assessments or governmental charges not 
delinquent and that remain payable without penalty or (ii) taxes, assessments or 
governmental charges being contested in good faith,  if the Lessee has 
established adequate reserves in the Operating Acco unt or the Distribution 
Account for such taxes, (e) suppliers', vendors', w orkmen's, repairmen's, 
employee's, mechanics', materialmen's, construction  or other like Liens arising 
in the ordinary course of business for amounts the payment of which is either 
(i) not yet delinquent or (ii) being contested in g ood faith, if (1) the Lessee 
has established adequate reserves in the Operating Account or the Distribution 
Account for the discharge of such Liens and (2) suc h proceedings do not involve 



a material risk of the sale, forfeiture or loss of the Project, the Project Site 
or the Project Document Interest (or any material p art of any thereof) or are 
bonded for the amount required under Applicable Law  to release any such Liens 
and, in either case, will not result in the imposit ion of any criminal liability 
or any material civil liability against the Owner L essor, the Equity Investor or 
the Indenture Trustee, (f) pre-judgment Liens for c laims against the Lessee 
which are contested in good faith and Liens arising  out of judgments or awards 
against the Lessee with respect to which an appeal or proceeding for review is 
being prosecuted in good faith and to which a stay of execution has been 
obtained pending such appeal or review and so long as such proceedings do not 
involve a material risk of the sale, forfeiture or loss of the Project, the 
Project Site or the Project Document Interest (or a ny material part of any 
thereof) and are bonded for the amount required und er Applicable 
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Law to release any such Liens and will not result i n the imposition of any 
criminal liability or any material civil liability against the Owner Lessor, the 
Equity Investor or the Indenture Trustee, (g) Permi tted Encumbrances, other than 
the Liens listed on Schedule 3.1(h)(i) to the Parti cipation Agreement, (h) Liens 
to secure Permitted Indebtedness, (i) Liens listed on Schedule 3.1(h)(i) to the 
Participation Agreement, (j) such defects, easement s, rights of way, 
restrictions, physical irregularities and statutory  liens that do not legally or 
operationally impair the value or utility of the Pr oject and that do not 
individually or in the aggregate impair the value o f the security interests 
granted under the Operative Documents, (k) liens in  connection with worker's 
compensation, unemployment insurance or other socia l security or pension 
obligations and (l) other Liens incidental to the c onduct of the Lessee's 
business (other than for borrowed money) which do n ot in the aggregate 
materially impair the operation of the Lessee's bus iness and which, could not 
reasonably be expected to result in a claim against  the Lessee or the Project in 
excess of $500,000. 
 
          "Person" shall mean any individual, corpo ration, cooperative, 
partnership, joint venture, association, joint-stoc k company, limited liability 
company, trust, unincorporated organization or Gove rnmental Entity. 
 
          "PGV" shall mean Puna Geothermal Venture,  an Hawaii general 
partnership. 
 
          "PGV Interests Pledge Agreement" shall me an the Partnership Pledge 
Agreement, dated as of May 18, 2005, made by the Le ssee Partners, as pledgor, in 
favor of the Owner Lessor, in form and substance sa tisfactory to the 
Participants, duly completed, executed and delivere d on the Closing Date 
pursuant to which the Lessee Partners shall pledge their partnership interests 
in the Lessee to the Owner Lessor. 
 
          "PGV-II" shall mean PGV-II Inc., a Delawa re corporation. 
 
          "Phase II Project" shall mean the separat e geothermal generation 
project that may be constructed by ONI, PGV-II or a n Affiliate thereof (other 
than PGV), adjacent to the Project, which, together  with the Project, has a 
projected output of up to approximately 60 MW. 
 
          "Plan" shall mean (a) any "employee benef it plan" (as defined in 
Section 3(3) of ERISA) that is subject to Title I o f ERISA, (b) any "plan" (as 
defined in section 4975(e)(l) of the Code) that is subject to section 4975 of 
the Code, (c) any other plan or arrangement that is  subject to federal, state, 
local, non-United States or other laws or regulatio ns that are substantially 
similar to such provisions of ERISA or the Code, an d (d) any entity the 
underlying assets of which may be deemed to hold su ch plans' assets. 
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          "Pledgor" shall mean ONI, as pledgor unde r the Lessee Partners 
Interest Pledge Agreement. 
 
          "Power Plant Sublease" shall mean the Pow er Plant Sublease, dated as 
of July 9, 1990, by and between KLP as Lessor and L essee as Lessee. 
 
          "Power Purchase Agreement" or "PPA" shall  mean the Purchase Power 
Contract for Unscheduled Energy Made Available from  a Qualifying Facility, dated 
as of March 24, 1986, as amended, restated, supplem ented or modified from time 
to time, between the Lessee (as successors in inter est to Thermal Power Company) 
and HELCO, including the Interim Agreement entered into in connection therewith 
dated as of December 15, 2004. 
 
          "Power Purchaser" shall mean Hawaiian Ele ctric Light Company, the 
public utility on the island of Hawaii. 
 
          "PPA Period" shall mean the period during  which the Power Purchase 
Agreement is in effect. 
 
          "Pricing Assumptions" shall mean the "Pri cing Assumptions" attached as 
Annex A to the Participation Agreement. 
 
          "Production Well" shall mean a geothermal  well to be operated as a 
production well as part of the Well Improvements to  be completed by December 30, 
2005. 
 
          "Project" shall mean that certain Geother mal Generation Facility 
consisting of ten modular generating units along wi th three production wells, 
four injection wells, separation systems and auxili ary equipment, located at 
Kapoho, in the District of Puna, County of Hawaii, Island of Hawaii, in the 
State of Hawaii together with all improvements ther eto, including Nonseverable 
Modifications thereto, but not including the Exclud ed Assets. 
 
          "Project Document Interest" shall mean al l right, title and interest 
of the Lessee in the Project Documents collaterally  assigned to the Owner Lessor 
pursuant to the Lessee Security Agreement. 
 
          "Project Documents" shall mean (i) the Po wer Purchase Agreement, (ii) 
the Administrative Services Agreement, (iii) the Tr ansmission Agreements, (iv) 
the Power Plant Sublease, (v) the Delivery System G rant of Easements, (vi) the 
Resource Sublease, (vii) the Lessee Partnership Agr eement, (viii) the TPC 
Royalty Contract, (ix) the 
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Resource Sublease Partial Assignment, (x) the KLDC Partial Assignment Consent, 
(xi) the KLP Partial Assignment Consent, and (xii) the State Partial Assignment 
Consent. 
 
          "Project Lease" shall mean the Project Le ase Agreement dated as of May 
18, 2005 by and between the Lessor and the Lessee, together with any Project 
Lease Supplement thereto from and after the date su ch Project Lease Supplement 
is executed and delivered by the Lessor and the Les see. 
 
          "Project Lease Supplement" shall mean a P roject Lease Supplement 
substantially in the form of Exhibit A to the Proje ct Lease. 
 
          "Project Lease Supplement No. 1" shall me an a Project Lease Supplement 
No. 1 dated as of May 18, 2005 by and between the L essor and the Lessee. 



 
          "Project Lease Supplement No. 2" shall me an a Project Lease Supplement 
No. 2 by and between the Lessor and the Lessee, rel ating to the Well 
Improvements. 
 
          "Project Lease Term" shall mean the term of the Project Lease, 
including the Basic Lease Term and all Renewal Leas e Terms. 
 
          "Project Revenues" shall mean all of the following, without 
duplication, received by the Lessee: (i) all income , revenues, payments, 
proceeds, amounts and cash receipts, except for the  proceeds received under the 
Head Lease on the Closing Date, (ii) proceeds of an y Business Interruption 
Insurance; (iii) all payments received by the Lesse e under the Power Purchase 
Agreement and any other Project Documents, (iv) the  cash proceeds (net of 
customary transaction costs) of any sale, transfer or other disposition of any 
asset by the Lessee, (v) any payments in respect of  refunds of Taxes, (vi) all 
other revenues from the operation of the Project; a nd (vi) the investment income 
on amounts in the Accounts (but solely to the exten t deposited in the Revenue 
Account); all as determined on a cash basis; provid ed, however, that Project 
Revenues shall not include any Casualty Insurance P roceeds or Requisition 
Proceeds. 
 
          "Project Site" shall mean (i) the parcels  of land described in Exhibit 
A to the Power Plant Sublease and all rights of way , easements, rights, 
privileges, permits and other appurtenances to such  parcels and (ii) the 
easement rights in the parcel of land described Exh ibit A to the Delivery System 
Grant of Easements and all rights of way, easements , rights, privileges, permits 
and other appurtenances to such parcels. 
 
          "Projected Lease Rent Coverage Ratio" sha ll mean, with respect to each 
Rent Payment Date, the ratio of (i) all Project Rev enues projected for the six 
month period immediately following such Rent Paymen t Date less Operating Costs 
projected for such 
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period to (ii) the amount of Periodic Lease Rent du e and payable on the next 
succeeding Rent Payment Date. 
 
          "Projections" shall mean the detailed fin ancial projections for the 
Project covering the period from the Closing Date t hrough the end of the Basic 
Lease Term demonstrating that for the period from t he Closing Date to the end of 
the Basic Lease Term, the average Lease Rent Covera ge Ratio will be at least 
1.50 to 1.00 and the minimum Lease Rent Coverage Ra tio will be at least 1.40 to 
1.00, as annexed to the Engineering Report. 
 
          "Proportional Rent" shall mean the produc t of the Head Lease Rent 
multiplied by the percentage set forth for such Ren tal Period in Schedule 2 to 
Project Lease Supplement No. 1 or, if executed, Pro ject Lease Supplement No. 2 
under the caption "Proportional Rent Percentage". 
 
          "Prudent Industry Practice" shall mean, a t a particular time, either 
(a) any of the practices, methods and acts engaged in or approved by a 
significant portion of the competitive geothermal p ower generating industry 
operating in the United States at such time, or (b)  with respect to any matter 
to which the practices referred to in clause (a) do  not apply, any of the 
practices, methods and acts that, in the exercise o f reasonable judgment in 
light of the facts known at the time the decision w as made, could have been 
expected to accomplish the desired result at a reas onable cost consistent with 
good competitive electric generation business pract ices, reliability, safety and 
expedition. "Prudent Industry Practice" is not inte nded to be limited to the 
optimum practice, method or act to the exclusion of  all others, but rather to be 
a spectrum of possible practices, methods or acts h aving due regard for, among 
other things, manufacturers' warranties, the requir ements of insurance policies 



and the requirements of governmental bodies of comp etent jurisdiction. 
 
          "PUHCA" shall mean The Public Utility Hol ding Company Act of 1935, as 
amended. 
 
          "Purchase Date" shall mean the EBO Date o r the last day of the Basic 
Lease Term, as applicable. 
 
          "Qualifying Cash Bid" shall have the mean ing specified in Section 13.2 
of the Project Lease. 
 
          "Real Estate Documents" shall mean each o f the documents specified in 
Schedule I hereto. 
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          "Reasonable Basis" for a position shall e xist if tax counsel may 
properly advise reporting such position on a tax re turn in accordance with 
Formal Opinion 85-352 issued by the Standing Commit tee on Ethics and 
Professional Responsibility of the American Bar Ass ociation (or any successor to 
such opinion). 
 
          "Rebuilding Closing Date" shall have the meaning specified in Section 
10.3(c) of the Project Lease. 
 
          "Rebuilding Start Date" shall have the me aning specified in Section 
10.3(a) of the Project Lease. 
 
          "Redemption Date" shall mean, when used w ith respect to any Note to be 
redeemed, the date fixed for such redemption by or pursuant to the Indenture or 
the respective Note, which date shall be a Terminat ion Date. 
 
          "Registrar", with respect to the Senior N otes, shall have the meaning 
specified in Section 2.8 of the Indenture. 
 
          "Regulatory Event of Loss" shall have the  meaning specified in clause 
(d) of the definition of "Event of Loss." 
 
          "Related Party" shall mean, with respect to any Person or its 
successors and assigns, an Affiliate of such Person  or its successors and 
assigns and any director, officer, servant, employe e or agent of that Person or 
any such Affiliate or their respective successors a nd assigns; provided that the 
Owner Manager, the Owner Lessor and the Equity Inve stor shall not be treated as 
Related Parties to each other except that the Owner  Lessor and the Owner Manager 
shall be treated as a Related Party to the Equity I nvestor to the extent that 
the Owner Lessor or the Owner Manager acts or omits  to act at the written 
direction or with the written consent of the Equity  Investor. 
 
          "Release of Hazardous Materials" shall me an the release of any 
Hazardous Material into or upon or under any land o r water or air, or otherwise 
into the indoor or outdoor environment, including b y means of burial, disposal, 
discharge, emission, injection, spillage, leakage, seepage, leaching, dumping, 
pumping, pouring, escaping, emptying, placement and  the like. 
 
          "Removable Modification" shall have the m eaning specified in Section 
8.3 of the Project Lease. 
 
          "Renewal Lease Rent" shall mean the lease  rent payable during the 
Wintergreen Renewal Lease Term or any FMV Renewal L ease Term, in each case as 
determined in accordance with Section 15.4 of the P roject Lease. 
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          "Renewal Lease Term" shall mean the Winte rgreen Renewal Lease Term or 
any FMV Renewal Lease Term. 
 
          "Rent" shall mean Periodic Lease Rent, Re newal Lease Rent and 
Supplemental Lease Rent. 
 
          "Rent Payment Date" shall mean each June 30 and December 30, during 
the Project Lease Term, commencing on June 30, 2005 . 
 
          "Rental Period" shall mean each full or p artial taxable year during 
the Project Lease Term. 
 
          "Replacement Component" shall have the me aning specified in Section 
7.2(a) of the Project Lease. 
 
          "Replacement Contract" shall mean any con tract entered into as 
contemplated by Section 16(j) of the Project Lease to replace any Project 
Document (other than the PPA) that is in default by  a party thereto (other than 
the Lessee), such contract and the parties to such contract to be reasonably 
satisfactory to the Equity Investor and the Indentu re Trustee. 
 
          "Replacement PPA" shall mean any power pu rchase agreement entered into 
in replacement of the PPA following a default by HE LCO thereunder, which 
replacement agreement shall be on terms and conditi ons substantially similar to 
the PPA and reasonably satisfactory to the Equity I nvestor and the Indenture 
Trustee. 
 
          "Request Letter" shall have the meaning s pecified in Section 1.2 of 
the Depositary Agreement. 
 
          "Required Modification" shall have the me aning specified in Section 
8.1 of the Project Lease. 
 
          "Requisition" shall have the meaning spec ified in clause (c) of the 
definition of "Event of Loss." 
 
          "Requisition Proceeds" shall mean any and  all payments (in any form 
whatsoever) made or paid from time to time in conne ction with any seizure, 
condemnation, confiscation or taking of, or requisi tion of title to or use of 
any portion of the Project or the Project Site by a ny Governmental Facility. 
 
          "Reserve Letter of Credit" shall mean one  or more irrevocable, direct 
pay letters of credit issued by the Letter of Credi t Issuer in favor of the 
Depositary Bank with (i) reimbursement obligations with respect thereto being 
the obligations of any Person 
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other than the Lessee, (ii) an aggregate stated amo unt equal to an amount when 
added to the amounts on deposit in the Senior Rent Reserve Account, the Junior 
Rent Reserve Account, the Well Maintenance Reserve Account or the Indemnity 
Reserve Account, as applicable, equal the Senior Re nt Reserve Requirement, 
Junior Rent Reserve Requirement, the Well Maintenan ce Reserve Requirement or the 
Indemnity Reserve Requirement, respectively, on any  given date and (iii) that is 
drawable at an office of the Letter of Credit Issue r or a confirming bank in New 
York City upon presentation of a drawing certificat e pursuant to which the 
beneficiary thereof certifies that the applicable D rawing Event has occurred and 
is continuing, each of which shall (A) permit a dra wing thereon by the 
Depositary Bank (a) if such Letter of Credit is not  extended or replaced at 
least 30 days prior to its expiration, (b) if such Letter of Credit is not 
replaced within 30 days following the date of any d owngrade of the credit rating 



of the Letter of Credit Issuer below that provided in the definition of 
Acceptable Letter of Credit Provider and (c) upon t he occurrence of the 
applicable Drawing Event and (B) provide for an aut omatic draw of the entire 
undrawn amount thereof if the applicable Letter of Credit Issuer shall not have 
extended such Letter of Credit or received notice f rom the Depositary Bank or 
the Owner Lessor of the replacement of such Letter of Credit at least 30 days 
prior to its expiration. 
 
          "Resource Sublease" shall mean the Lease and Agreement dated as of 
March 1, 1981, between KLP and the Lessee (as assig nee of Dillingham Corporation 
and Thermal Power Company pursuant to an Assignment  of Lease and Agreement, 
dated as of May 3, 1982) with respect to the Geothe rmal Resource, including the 
Amendment to Lease and Agreement dated as of July 9 , 1990 between KLP and the 
Lessee and the Second Amendment to Lease and Agreem ent dated as of December 31, 
1996 between KLP and the Lessee, provided, however,  that the term "Resource 
Sublease" excludes the bifurcated subleasehold esta te created in favor of, and 
held by, PGV-II pursuant to the Resource Sublease P artial Assignment." 
 
          "Resource Sublease Partial Assignment" sh all mean the Partial 
Assignment of Lessee's Interest in Lease and Agreem ent (Resource Sublease) dated 
as of May 18, 2005 by and between PGV and PGV-II. 
 
          "Responsible Officer" shall mean (a) with  respect to any Person (other 
than the Owner Lessor, the Lessee, the Depositary B ank and the Indenture 
Trustee), any official thereof having responsibilit y for the administration of 
the Transaction, (b) with respect to the Owner Less or, any officer in the 
Corporate Trust Administration Department of the Tr ust Company (or a successor 
group of the Owner Manager) having responsibility f or the administration of the 
Transaction, (c) with respect to the Lessee, the Pr esident or any Vice President 
or any officer of the sole member of the Lessee Par tners or any other Person or 
Persons authorized to act on behalf of the Lessee b y the Lessee Partners or the 
sole member of the Lessee Partners (with written no tice to the Equity 
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Investor and, so long as the Lien of the Indenture shall not have been 
terminated and fully discharged, the Indenture Trus tee), and (d) with respect to 
each of the Depositary Bank or the Indenture Truste e, any officer within the 
corporate trust department of any of the aforementi oned parties, including any 
vice president, assistant vice president, treasurer , assistant treasurer, trust 
officer or any other officer of any of the aforemen tioned who customarily 
performs functions similar to those performed by th e persons who at the time 
shall be such officers, respectively, or to whom an y corporate trust matter is 
referred because of such person's knowledge of and familiarity with the 
particular subject and who shall have direct respon sibility for the 
administration of the Operative Documents to which the Depositary Bank or the 
Indenture Trustee may be a party. 
 
          "Revenue Account" shall have the meaning specified in Section 1.2 of 
the Depositary Agreement. 
 
          "S&P" shall mean Standard & Poor's Rating s Services, a division of The 
McGraw-Hill Companies, Inc., or any successor there to. 
 
          "Scheduled Closing Date" shall mean May 1 9, 2005, or any date set for 
the Closing in a notice of postponement pursuant to  Section 2.3(a) of the 
Participation Agreement. 
 
          "SEC" shall mean the Securities and Excha nge Commission, as from time 
to time constituted, created under the Securities E xchange Act of 1934, or, if 
at any time after the Closing Date such Commission is not existing and 
performing the duties now assigned to it under the Securities Exchange Act, then 
the body performing such duties at such time. 



 
          "Second Amendment to Lease (Master Lease) " shall mean the Second 
Amendment to Lease, dated as of May 18, 2005, betwe en KLDC as Master Lessor and 
KLP as Lessor. 
 
          "Section 467 Interest" shall mean and inc lude the Lessor Section 467 
Interest and the Lessee Section 467 Interest. 
 
          "Section 467 Loan" shall mean any loan ar ising under and pursuant to 
Section 467 of the Code in connection with the Proj ect Lease. 
 
          "Secured Indebtedness" shall have the mea ning specified in Section 
1(B) of the Indenture. 
 
          "Securities Act" shall mean the Securitie s Act of 1933, as amended. 
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          "Security Documents" "shall mean, collect ively, each of the documents 
specified on Schedule II hereto. 
 
          "Senior Note Register" shall have the mea ning specified in Section 2.8 
of the Indenture. 
 
          "Senior Notes" shall mean each of the Sen ior Notes, together with each 
note issued in exchange, substitution or replacemen t therefor pursuant to 
Section 2.8 or 2.9 of the Indenture. 
 
          "Senior Rent Reserve Account" shall have the meaning specified in 
Section 1.2 of the Depositary Agreement. 
 
          "Senior Rent Reserve Requirement" shall h ave the meaning set forth in 
Section 1.2 of the Depositary Agreement. 
 
          "Severable Modification" shall mean any M odification that can be 
removed without causing material damage to the Proj ect. 
 
          "Significant Lease Default" shall mean an y of: (a) the failure by 
Lessee to make any payment of Rent after the same s hall have become due and 
payable and (b) any event or circumstance that is, or with the passage of time 
or the giving of notice or both would become, a "Le ase Event of Default" under 
clause (i), (j) or (k) of Section 16 of the Project  Lease. 
 
          "Significant Partial Casualty" shall mean  a Partial Casualty, the cost 
of repair and/or replacement of which is equal or g reater than seventy percent 
(70%) of the full replacement value of the Project (based on true replacement 
prices available to the Lessee as an Affiliate of t he equipment manufacturer). 
 
          "Solvent" shall mean, with respect to a p roposed Equity Investor 
Transferee and its Subsidiaries considered as a who le, based on a pro forma 
balance sheet, that (i) the assets and the property  of the Equity Investor 
Transferee and its Subsidiaries, considered as a wh ole, exceed the aggregate 
liabilities (including contingent and unliquidated liabilities) of the Equity 
Investor Transferee and its Subsidiaries, considere d as a whole, (ii) after 
giving effect to the assignment contemplated in Sec tion 7.1 of the Participation 
Agreement, the Equity Investor Transferee and its S ubsidiaries, considered as a 
whole, will not be left with unreasonably small cap ital, and (iii) after giving 
effect to the assignment contemplated in Section 7. 1 of the Participation 
Agreement, the Equity Investor Transferee and its S ubsidiaries, considered as a 
whole, are able to both service and pay their liabi lities as they mature. In 
computing the amount of contingent or unliquidated liabilities at any time, such 
liabilities will be computed as the amount that, in  
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light of all the facts and circumstances existing a t such time, represents the 
amount that is likely to become an actual or mature d liability. 
 
          "Special Power of Attorney (Owner Lessor to Indenture Trustee)" shall 
mean the Special Power of Attorney dated May 18, 20 05, by which the Owner Lessor 
appoints Indenture Trustee its true and lawful atto rney-in-fact. 
 
          "Special Power of Attorney (PGV to Owner Lessor)" shall mean the 
Special Power of Attorney dated May 18, 2005, by wh ich PGV appoints Owner Lessor 
its true and lawful attorney-in-fact. 
 
          "State Consent" shall mean the Lessor's C onsent to Certain Subleasing 
and Sub-Subleasing of the Power Plant Sublease, Non -Disturbance and Attornment 
Agreement and Estoppel Certificate, dated as of Apr il 1, 2005, by and between 
the State of Hawaii and the Lessee, in form and sub stance satisfactory to the 
Participants. 
 
          "State Partial Assignment Consent" shall mean Lessor's Consent to 
Partial Assignment of Lessee's Interest in Lease an d Agreement (State Lease) 
dated as of April 1, 2005, by and among the State o f Hawaii as Lessor, PGV as 
Sublessee and PGV-II. 
 
          "Statement Date" shall have the meaning s pecified in Section 1.2 of 
the Depositary Agreement. 
 
          "Statement Period" shall have the meaning  specified in Section 1.2 of 
the Depositary Agreement. 
 
          "Sub-Grant of Delivery System Grant of Ea sements" shall mean the 
Sub-Grant of Delivery System Grant of Easements, da ted as of May 18, 2005, 
between PGV as Subgrantor and Owner Lessor as Subgr antee. 
 
          "Sublease of Power Plant Sublease" shall mean the Sublease of Power 
Plant Sublease, dated as of May 18, 2005, between P GV as Sublessor and Owner 
Lessor as Sublessee. 
 
          "Sublease of Resource Sublease" shall mea n Sublease of Resource 
Sublease dated as of May 18, 2005, between PGV as t he Sublessor, and Owner 
Lessor as Sublessee. 
 
          "Sub-Sub-Grant of Delivery System Grant o f Easements" shall mean the 
Sub-Sub-Grant of Delivery System Grant of Easements , dated as of May 18, 2005, 
between Owner Lessor as Sub-Subgrantor and Lessee a s Sub-Subgrantee. 
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          "Sub-Sublease of Power Plant Sublease" sh all mean the Sub-Sublease of 
Power Plant Sublease, dated as of May 18, 2005, bet ween Owner Lessor as 
Sub-Sublessor and Lessee as Sub-Sublessee. 
 
          "Sub-Sublease of Resource Sublease" shall  mean the Sub-Sublease of 
Resource Sublease dated as of May 18, 2005, between  Owner Lessor as 
Sub-Sublessor, and PGV as Sub-Sublessee. 
 
          "Supplemental Financing" shall have the m eaning specified in Section 
11.1(b) of the Participation Agreement. 
 
          "Supplemental Lease Rent" shall mean any and all amounts, liabilities 



and obligations (other than Periodic Lease Rent and  Renewal Lease Rent) that the 
Lessee assumes or agrees to pay under the Operative  Documents (whether or not 
identified as "Supplemental Lease Rent") to the Own er Lessor or any other 
Person, including Termination Value. 
 
          "Tax" or "Taxes" shall mean all present a nd future fees, taxes 
(including income, receipts, capital, excise and sa les taxes, use taxes, stamp 
taxes, value-added taxes, ad valorem taxes and prop erty taxes (personal and 
real, tangible and intangible)), levies, assessment s, withholdings and other 
charges and impositions of any nature, plus all rel ated interest, penalties, 
fines and additions to tax, now or hereafter impose d by any federal, state, 
local or foreign government or other taxing authori ty. 
 
          "Tax Advance" shall have the meaning spec ified in Section 
9.2(d)(iii)(4) of the Participation Agreement. 
 
          "Tax Claim" shall have the meaning specif ied in Section 9.2(d)(i) of 
the Participation Agreement. 
 
          "Tax Event" shall mean any event or trans action treated, for Federal 
income tax purposes, as a taxable sale or exchange of the Senior Notes. 
 
          "Tax Indemnity Agreement" shall mean the Tax Indemnity Agreement, 
dated as of May 18, 2005, between the Lessee and th e Equity Investor. 
 
          "Tax Requirements" shall mean the aggrega te amount of Federal and 
state income taxes payable by the Partners on the d ate that such taxes are due 
to be paid by the Partners. 
 
          "Tax Savings" shall have the meaning spec ified in Section 9.2(c)(vi) 
of the Participation Agreement. 
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          "Term" shall have the meaning specified i n Section 1.2 of the 
Depositary Agreement. 
 
          "Termination Date" shall mean the thirtie th (or in the case of 
February, the twenty-eighth) day of each month. 
 
          "Termination Value" for any Termination D ate shall mean (x) during the 
Basic Lease Term, an amount equal to the product of  the Head Lease Rent and the 
percentage set forth under the heading "Termination  Value Percentage" on 
Schedule 3 to Project Lease Supplement No. 1 or, if  executed, Project Lease 
Supplement No. 2 for such Termination Date, and (y)  during any Renewal Lease 
Term, an amount determined pursuant to Section 15.5  of the Project Lease. 
 
          "Third Amendment to Lease (Resource Suble ase)" shall mean the Third 
Amendment to Lease, dated as of May 18, 2005, betwe en KLP as Lessor and PGV as 
Lessee. 
 
          "Title Company" shall mean Title Guaranty  of Hawaii, Incorporated, a 
Hawaii corporation. 
 
          "Title Policies" shall mean each of the t itle policies issued on the 
Closing Date to the Owner Lessor and the Indenture Trustee relating to the 
Transaction. 
 
          "Total Aggregate Claims" shall mean all C laims relating to the Lessee, 
the Project, the Project Site, or the Project Docum ents and which is the subject 
of any representation or warranty of the Lessee con tained in Section 3 of the 
Participation Agreement (excluding the representati on set forth in Section 
3.1(v)(i) therein) or any covenant of the Lessee se t forth in Section 5 of the 



Participation Agreement. 
 
          "TPC Royalty Contract" shall mean the Acc rual Agreement dated as of 
September 1, 1990, by and between the Lessee and Th ermal Power Company, a 
California corporation. 
 
          "Transaction" shall mean, collectively, e ach of the transactions 
contemplated under the Participation Agreement and the other Operative 
Documents. 
 
          "Transaction Costs" shall mean the follow ing costs to the extent 
substantiated or otherwise supported in reasonable detail: 
 
          (a) the cost of reproducing and printing the Operative Documents and 
all costs and fees, including filing and recording fees and recording, transfer, 
mortgage, intangible and similar taxes in connectio n with the execution, 
delivery, filing and recording of the Security Docu ments, and any other document 
required to be filed or 
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recorded pursuant to the provisions hereof or of an y other Operative Document 
and any Uniform Commercial Code filing fees in resp ect of the perfection of any 
security interests created by any of the Operative Documents or as otherwise 
reasonably required by the Owner Lessor or the Inde nture Trustee; 
 
          (b) the reasonable fees and expenses of t he Debt Placement Agent; 
 
          (c) the reasonable fees and expenses of D ewey Ballantine LLP counsel 
to the Equity Investor for services rendered in con nection with the negotiation, 
execution and delivery of the Participation Agreeme nt and the other Operative 
Documents and the LLC Agreement; 
 
          (d) the reasonable fees and expenses of M orris, James, Hitchens and 
Williams LLP, counsel for the Owner Lessor, the Own er Manager, and the Trust 
Company for services rendered in connection with th e negotiation, execution and 
delivery of the Participation Agreement and the oth er Operative Documents; 
 
          (e) the reasonable fees and expenses of W hite & Case LLP, counsel to 
the Noteholders, for services rendered in connectio n with the negotiation, 
execution and delivery of the Participation Agreeme nt and the other Operative 
Documents; 
 
          (f) the reasonable fees and expenses of M cCorriston Miller Mukai 
MacKinnon LLP, Hawaii counsel to the Equity Investo r and Noteholders; 
 
          (g) the reasonable fees and expenses of K athleen C. Johnson, Attorney 
at Law, counsel for the Indenture Trustee and the D epositary Bank, for services 
rendered in connection with the negotiation, execut ion and delivery of the 
Participation Agreement and the other Operative Doc uments; 
 
          (h) the reasonable out-of-pocket expenses  of the Noteholders, the 
Equity Investor (and its advisors) and the Owner Le ssor; 
 
          (i) any fees payable to Noteholders and t he initial fees and expenses 
of the Trust Company, the Indenture Trustee and the  Depositary Bank in 
connection with the execution and delivery of the P articipation Agreement and 
the other Operative Documents to which either one i s or will be a party; 
 
          (j) the fees and expenses of the Appraise r, for services rendered in 
connection with delivering the Closing Appraisal re quired by the Participation 
Agreement; 
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          (k) the fees and expenses of the Engineer ing Consultant, for services 
rendered in connection with delivering the Engineer ing Report and the 
Environmental Update required by the Participation Agreement; 
 
          (l) the fees and expenses of the Geotherm al Consultant, for services 
rendered in connection with delivering the Geotherm al Consultant's reports, 
respectively, required by the Participation Agreeme nt; 
 
          (m) the fees and expenses of the Insuranc e Consultant; 
 
          (n) the fees and expenses of Environmenta l Consultant for services 
rendered in connection with delivering the Environm ental Report; 
 
          (o) the premiums and any other fees and e xpenses relating to the Title 
Policies; and 
 
          (p) the costs of the Equity Investor's in ternal engineering 
consultants as evidenced by a work order charge. 
 
          Notwithstanding the foregoing, Transactio n Costs shall not include 
internal costs and expenses such as salaries and ov erhead of whatsoever kind or 
nature (other than those expressly referred to abov e) nor costs incurred by the 
parties to the Participation Agreement pursuant to arrangements with third 
parties for services (other than those expressly re ferred to above), such as 
computer time procurement (other than reasonable ou t-of-pocket expenses of the 
Equity Investor), financial analysis and consulting , advisory services (except 
as specifically set forth in (a)-(n) above), and co sts of a similar nature. 
 
          "Transaction Party" or "Transaction Parti es" shall mean, individually 
or collectively, as the context may require, all or  any of the parties to any of 
the Operative Documents. 
 
          "Transfer Agreement" shall mean an assign ment and assumption agreement 
in form and substance substantially in the form of Exhibit F to the 
Participation Agreement. 
 
          "Transmission Agreements" shall mean, col lectively, the (a) Agreement 
for Phase I Work on Interconnection Facilities, dat ed June 27, 1986, between PGV 
and HELCO, (b) Agreement to Design 69 KV Transmissi on Lines, Substation at 
Pohoiki, Modifications to Substations at Puna and K aumana and Temporary 34.5 
Facility to Interconnect PGV's Geothermal Electric Plant with HELCO's System 
Grid (Phase II), dated May 23, 1990, between PGV an d HELCO, (c) Agreement to 
Construct 69 KV Transmission Lines, Substation at P ohoiki, Modifications to 
Substations at Puna and 
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Kaumana and Temporary 34.5 Facility to Interconnect  PGV's Geothermal Electric 
Plant with HELCO's System Grid (Phase III), dated M ay 23, 1990, between PGV and 
HELCO and (d) Transmission Line Agreement, dated Ma rch 7, 1995, between PGV and 
HELCO. 
 
          "Treasury Regulations" shall mean regulat ions, including temporary 
regulations, promulgated or proposed under the Code . 
 
          "Trust Company" shall mean Wilmington Tru st Company. 
 
          "Trust Indenture Act" shall mean the Trus t Indenture Act of 1939. 



 
          "Uniform Commercial Code" or "UCC" shall mean the Uniform Commercial 
Code as in effect in the applicable jurisdiction. 
 
          "Value" shall have the meaning specified in Section 1.2 of the 
Depositary Agreement. 
 
          "Verifier" shall have the meaning specifi ed in Section 3.4(d) of the 
Project Lease. 
 
          "Well Improvements" shall mean the Inject ion Well together with the 
Production Well. 
 
          "Well Maintenance Reserve Account" shall have the meaning specified in 
Section 1.2 of the Depositary Agreement. 
 
          "Well Maintenance Reserve Requirement" sh all have the meaning set 
forth in Section 1.2 of the Depositary Agreement. 
 
          "Wintergreen Renewal Lease Term" shall ha ve the meaning specified in 
Section 15.1 of the Project Lease. 
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                                   SCHEDULE I 
 
                             "REAL ESTATE DOCUMENTS " 
 
1.   Sublease of Resource Sublease 
 
2.   KLDC Estoppel 
 
3.   Resource Sublease Partial Assignment 
 
4.   Second Amendment to Lease (Master Lease) 
 
5.   State Partial Assignment Consent 
 
6.   KLP Partial Assignment Consent 
 
7.   KLDC Partial Assignment Consent 
 
8.   Memorandum of KLDC Partial Assignment Consent 
 
9.   Memorandum of KLP Partial Assignment Consent 
 
10.  Memorandum of Resource Sublease Partial Assign ment 
 
11.  Memorandum of State Partial Assignment Consent  
 
12.  Memorandum of Sublease of Resource Sublease 
 
13.  Memorandum of Sub-Sublease of Resource Subleas e 
 
14.  Memorandum of KLDC Estoppel 
 
15.  Memorandum of KLDC Consent 
 
16.  Memorandum of KLP Consent 
 
17.  Memorandum of Project Lease 
 
18.  Memorandum of Head Lease 



 
19.  Memorandum of Second Amendment to Lease (Maste r Lease) 
 
20.  Memorandum of State Consent 
 
 
 
21.  Memorandum of Sub-Grant of Delivery System Gra nt of Easements 
 
22.  Memorandum of Sub-Sub-Grant of Delivery System  Grant of Easements 
 
23.  Memorandum of Sublease of Power Plant Sublease  
 
24.  Memorandum of Sub-Sublease of Power Plant Subl ease 
 
25.  Memorandum of Third Amendment to Lease (Resour ce Sublease) 
 
26.  Special Power of Attorney (PGV to Owner Lessor ) 
 
27.  Special Power of Attorney (Owner Lessor to Ind enture Trustee) 
 
28.  Sub-Sublease of Resource Sublease 
 
29.  Sub-Grant of Delivery System Grant of Easement s 
 
30.  Sub-Sub-Grant of Delivery System Grant of Ease ments 
 
31.  Sublease of Power Plant Sublease 
 
32.  Sub-Sublease of Power Plant Sublease 
 
33.  Third Amendment to Lease (Resource Sublease) 
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                                   Schedule II 
 
                              "SECURITY DOCUMENTS" 
 
1.   Indenture 
 
2.   Depositary Agreement 
 
3.   Lessee Partners Interest Pledge Agreement 
 
4.   PGV Interests Pledge Agreement 
 
5.   Lessee Security Agreement 
 
6.   Bank of Hawaii Control Agreement 
 
7.   KLDC Mortgage 
 
8.   KLP Mortgage 
 
9.   KLP Mortgage Assignment 
 
10.  KLDC Mortgage Assignment 
 
11.  KLP Mortgage Assignment (Indenture Trustee) 
 
12.  KLDC Mortgage Assignment (Indenture Trustee) 
 



13.  Owner Lessor Assignment of Sublease of Resourc e Sublease 
 
14.  Owner Lessor Assignment of Sub-Grant of Delive ry System Grant of Easements 
 
15.  Owner Lessor Assignment of Project Lease 
 
16.  Owner Lessor Assignment of Head Lease 
 
17.  Owner Lessor Assignment of Sublease of Power P lant Sublease 
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                                  Schedule III 
 
                                "EXCLUDED ASSETS" 
 
1.   Caterpillar brand front end loader 
 
2.   Liquid Nitrogen Skid and Handling Equipment 
 
3.   480/13.8 KV ABB Transformer 
 
4.   1,000 Gal. Gasoline and Diesel Tanks - Hawaii Petroleum 
 
5.   TNT Storage Container - Lincoln Pasquel 
 
6.   49' Manlift - Bacon Universal 
 
7.   Office equipment 
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                                                                      SCHEDULE 1 
                                                                              TO 
                                                                   PROJECT LEASE 
 
                                    INSURANCE 
 
                           INSURANCE PROVISIONS - P UNA 
 
SECTION 1. (A) PROPERTY INSURANCE. 
 
The Lessee will, subject to Section 8 below, mainta in (or cause to be 
maintained) in full force and effect at all times " All Risk" property insurance 
customarily carried by prudent operators of geother mal power generating 
facilities of comparable size and risk of the Proje ct, and against loss or 
damage from such causes as are customarily insured against, which includes 
coverage for boiler and machinery, in a minimum amo unt not less than 100% of the 
full replacement value of the Project (based on tru e replacement prices 
available to the Lessee as an Affiliate of the equi pment manufacturer). Such 
insurance coverages are further subject to sublimit s of $15,000,000 per 
occurrence and in the annual aggregate for catastro phic perils (i.e., flood, 
wind, earthquake, hurricane and volcanic eruption).  Such insurance coverages 
shall further be subject to a deductible, as to the  Lessee's interest, not to 
exceed (i) $250,000 per occurrence for property (ph ysical) damage and boiler and 
machinery breakdown, (ii) regarding occurrence of e arthquake, wind, flood and 
volcanic eruption 5% of the loss or a minimum of $5 00,000, and (iii) such other 
higher amounts for catastrophic perils customarily maintained by prudent 
operators of geothermal power generating facilities  of comparable size and risk 
of the Project. 
 



     (b) Stipulated Loss Insurance 
 
The Lessee will, subject to Section 8 below, mainta in (or cause to be 
maintained) in full force and effect at all times S tipulated Loss Insurance in 
an amount not less than the difference between the Termination Value and the 
Actual Cost Value, which shall mean replacement cos t new less depreciation. Such 
insurance shall be payable in the event the Lessee elects or is deemed to have 
elected to terminate this Project Lease in accordan ce with Section 10.1. 
 
SECTION 2. BUSINESS INTERRUPTION INSURANCE. 
 
The Lessee will, subject to Section 8 below, mainta in (or cause to be 
maintained) "Business Interruption" insurance (as a  separate policy or as an 
extension of the "All Risk" property insurance poli cy required above) covering a 
total or partial loss of net revenue income as a re sult of indemnifiable 
physical loss or damage arising from an occurrence under the "All Risk" property 
policy. The limits of liability shall be sufficient  to cover 12 months of 
Periodic Lease Rent, provided, however, that in the  event that the Lessee shall 
not maintain Stipulated Loss Insurance as a result of such coverage being 
unavailable on a commercially reasonable basis, the  Lessee shall use its 
commercially reasonable efforts to obtain "Business  Interruption" insurance to 
cover 18 months of Periodic Lease Rent. The indemni ty period of this business 
interruption shall be 12 months. Waiting period ded uctibles shall be consistent 
with industry practice subject 
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to a maximum waiting period of (i) 45 days for each  occurrence resulting from 
property damage and (ii) 60 days for each occurrenc e resulting from boiler and 
machinery breakdown. 
 
SECTION 3. CONTROL OF WELL INSURANCE. 
 
The Lessee will, subject to Section 8 below, mainta in (or caused to be 
maintained) in full force and effect at all times " Control of Well" insurance 
providing coverage for the interest in the wells fo r (a) costs to bring a well 
under control, (b) re-drilling, re-completion and / or re-conditioning expenses, 
(c) seepage, pollution and contamination resulting from a well out of control 
and (d) loss or damage to property of others in the  care, custody or control of 
the Lessee. The limit of liability with respect to the combined effects of 
clauses (a) and (b) above shall not be less than $2 0,000,000 per occurrence and 
$20,000,000 in the aggregate. Sublimits are not les s than $1,000,000 for clauses 
(c) and (d) above. Deductibles with respect to the combined effects of this 
paragraph shall be consistent with industry practic e subject to a maximum a 
deductible of not more than $250,000 per occurrence  
 
SECTION 4. LIABILITY INSURANCE. 
 
The Lessee with respect to the Project, will, subje ct to Section 8 below, 
maintain (or caused to be maintained) commercial ge neral liability insurance, 
including contractual liability coverage, including  sudden and accidental or 
named perils pollution liability coverage, subject to such coverage being 
commercially available on commercially reasonable t erms, business automobile 
liability insurance and employers liability insuran ce and workers compensation 
(as applicable), insuring against claims for bodily  injury (including death) and 
property damage to third parties arising out of the  ownership, operation, 
maintenance, condition and use of the Project and t he Project Site, with limits 
of not less than $15,000,000 per occurrence and $15 ,000,000 in the aggregate (to 
be maintained at all times) or such other higher am ount customarily maintained 
by prudent operators of geothermal power generating  facilities of comparable 
size and risk of the Project. A maximum deductible of $250,000.00 per occurrence 
shall be allowed. 
 



The Lessee will annually review the liability insur ance maintained by it or on 
its behalf and will, if necessary, revise such cove rage and limits (including 
deductibles) in order that the liability insurance maintained by it or on its 
behalf is consistent with that maintained by pruden t operators of similar 
facilities of comparable size and risk to the Proje ct; provided, that the Lessee 
may not decrease coverage or limits below the requi rements set forth herein 
without the written consent of the Indenture Truste e (or, if the Lien of the 
Indenture has been terminated and fully discharged,  Owner Lessor), such consent 
shall not be unreasonably withheld and which will b e based on an analysis by an 
independent insurance expert from an internationall y recognized insurance 
brokerage firm selected by the Lessee and reasonabl y acceptable to Indenture 
Trustee (or, if the Lien of the Indenture has been terminated and fully 
discharged, the Owner Lessor). Such liability insur ance may be purchased either 
in a single limit or in combination with a general and an excess policy. 
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SECTION 5. PROVISIONS WITH RESPECT TO INSURANCE. 
 
In respect of the insurance required to be maintain ed or caused to be maintained 
under this Schedule 1, the Lessee will (a) place th e insurance maintained 
pursuant to this Section with reputable insurance c ompanies authorized to do 
business in Hawaii having (i) an A.M. Best Insuranc e Reports rating of at least 
"A-" or better and a financial size category of VII I or (ii) a Standard & Poor's 
financial strength rating of "BBB" or higher, (b) n ame the Trust Company, the 
Owner Lessor, the Equity Investor and the Indenture  Trustee (as Indenture 
Trustee and on behalf of the Noteholders) and their  respective officers, 
directors, employees, affiliates and assigns as add itional insureds, as their 
interests may appear (and, with respect to the insu rance maintained pursuant to 
Section 1 and 2 of this Schedule 1, name the Indent ure Trustee (or, if the Lien 
of the Indenture has been terminated and fully disc harged, the Owner Lessor), as 
sole payee, (c) cause the insurance companies to ag ree to waive all rights of 
subrogation or action howsoever arising which they may have or acquire arising 
out of any occurrence in respect of which any claim  is admitted or paid 
thereunder against the Trust Company, the Owner Les sor, the Equity Investor and 
the Indenture Trustee and their respective director s, officers, employees and 
assigns, and (d) cause such insurance or self-insur ance to be primary without 
right of contribution of any other insurance carrie d by or on behalf of the 
Trust Company, the Owner Lessor, the Equity Investo r and the Indenture Trustee 
(as Indenture Trustee and on behalf of the Notehold ers) with respect to their 
respective interests in the Project and the Project  Site. 
 
All policies shall provide that the respective inte rests of the Trust Company, 
the Owner Lessor, the Equity Investor and the Inden ture Trustee shall not be 
invalidated by any act or neglect of the Lessee or any other person, or any 
breach or violation by the Lessee or any other pers on of any warranties, 
declarations or conditions contained in the propert y insurance policies, any 
action or inaction of the Lessee or others or by th e use of the Project or the 
Project Site for purposes more hazardous than permi tted by such policies. All 
liability insurance policies required to be maintai ned hereunder shall be 
endorsed to provide that, in as much as the policie s are written to cover more 
than one insured, all terms, conditions, insuring a greements and endorsements, 
with the exception of limits of liability, shall op erate in the manner as if 
there were a separate policy covering each insured.  The Lessee shall, at its own 
expense, promptly make or cause to be made all proo fs of loss and take all other 
steps necessary to collect the proceeds of such ins urance. 
 
The Lessee shall notify the insurance companies tha t the Lessee has granted a 
first ranking assignment by way of security to the Owner Lessor and the 
Indenture Trustee over the title and benefit of thi s insurance and its interest 
and rights in the subject matter of this insurance,  and confirm that they have 
not been notified of any other pledge or assignment  of or security interest in 
the Lessee's interest in this insurance. 



 
The insurance companies shall not be entitled to an y recourse against or to 
offset any sums payable to the Trust Company, the O wner Lessor, the Equity 
Investor, the Noteholders or the Indenture Trustee against premium or other 
monies owing by the Lessee, nor any sums owing to t he Lessee under the policies 
against any monies owing by the Lessee under any ot her policy or contract. 
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All of the insurance policies required by this Sche dule 1 may cover other 
operations, facilities and properties of the Lessee  or its Affiliates as long as 
the limits of insurance available to the Project an d the Project Site are not 
less than the requirements set forth herein. 
 
Claims and losses, if any, under any insurance poli cies required to be carried 
under this Schedule 1 shall be adjusted with the in surance companies, including 
the filing of appropriate proceedings, by the Lesse e, subject to the approval of 
the Indenture Trustee (or, if the Lien of the Inden ture has been terminated and 
fully discharged the Owner Lessor) if a Lease Event  of Default has occurred and 
is continuing. 
 
All loss payments under any policy of insurance mai ntained pursuant to Section 1 
and 2 of this Schedule 1 shall be made to the Depos itary Bank and applied in 
accordance with the terms of the Depositary Agreeme nt. 
 
The Lessee shall promptly notify the Owner Lessor a nd, so long as the Lien of 
the Indenture has not been terminated and fully dis charged, the Indenture 
Trustee, of any claim in excess of $500,000.00 unde r any insurance policy 
maintained pursuant to this Schedule 1. If any insu rance policies for this 
Project contain(s) aggregate limits applying to fac ilities other than this 
Project, and such limits are diminished by any inci dent, occurrence, claim, 
settlement or judgment against such insurance which  has caused the carrier to 
establish a reserve, the Lessee shall take or cause  to be taken immediate steps 
to restore such aggregate limits or shall provide o ther equivalent insurance 
protection for such aggregate limits at all times. 
 
SECTION 6. REPORTS. 
 
The Lessee shall annually provide (A) the Owner Les sor, the Equity Investor and 
the Indenture Trustee a report from an independent insurance broker, signed by 
an officer of the broker, stating that in the opini on of such broker, the 
insurance then carried or to be renewed is in compl iance with all insurance 
requirements set forth in this Schedule 1 and (B) a  certificate of a Responsible 
Officer of the Lessee certifying that all premiums in respect of such policies 
are current and that such coverage is in compliance  with all insurance 
requirements set forth in this Schedule 1. 
 
The insurance policies shall provide for at least 4 5 (forty-five) days' prior 
written notice to the Owner Lessor, the Equity Inve stor and the Indenture 
Trustee of any act or omission or of any event of w hich the insurance companies 
have knowledge and which the insurance companies co nsider may invalidate or 
render unenforceable in whole or in part this insur ance or any claim under it or 
which might entitle the insurance companies to term inate, rescind or repudiate 
this policy in whole or part, or treat it as avoide d, terminated or suspended, 
against any insured party. The insurance policies s hall provide that if an 
insurance policy is cancelled for any reason whatso ever, including non-payment 
of premium, or any changes are initiated by the Les see which affect the 
interests of the additional insureds, such cancella tion or change shall not be 
effective as to the additional insureds until 45 (f orty-five) days (except for 
non-payment of premium which shall be ten (10) days ), after receipt by the 
Indenture Trustee, Equity Investor and Owner Lessor  of written notice sent by 
registered mail from the applicable insurance compa ny, such registered mail to 
be received at the respective addresses set forth i n Section 12.4 of the 



Participation Agreement. 
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SECTION 7. ADDITIONAL INSURANCE BY THE OWNER LESSOR . 
 
At any time the Owner Lessor (either directly or in  the name of the Equity 
Investor) or Indenture Trustee may at its own expen se and for its own account 
carry insurance with respect to its interest in the  Project and the Project 
Site, provided, that such insurance does not in any  way interfere with the 
Lessee's ability to obtain insurance with respect t o the Project described in 
this Schedule 1. Any insurance payments received fr om policies maintained by the 
Owner Lessor or Indenture Trustee pursuant to the p revious sentence shall be 
retained by the Owner Lessor or Indenture Trustee, as the case may be, without 
reducing or otherwise affecting the Lessee's obliga tions hereunder. 
 
SECTION 8. AMENDMENT OF INSURANCE REQUIREMENTS; UNAVAILABILITY OF INSURANCE. 
 
If any insurance required to be maintained by the L essee pursuant to this 
Schedule 1 (including the limits or deductibles or any other terms under 
policies for such insurance) ceases to be available  on a commercially reasonable 
basis, the Lessee shall provide written notice to t he Owner Lessor, the Equity 
Investor and, so long as the Lien of the Indenture has not been terminated and 
fully discharged, the Indenture Trustee, which writ ten notice shall be 
accompanied by a letter from the Lessee's insurance  broker stating that such 
insurance is unavailable on a commercially reasonab le basis and explaining in 
detail the basis for such conclusions. Such notice shall be given not less than 
thirty (30) days' prior to the scheduled date for r enewal of any such policy. 
 
In the event that a resolution acceptable to both p arties cannot be reached, 
within ten (10) days, the parties shall make arrang ements, at the Lessee's 
expense, for the formation of an insurance panel co nsisting of the Lessee's 
insurance advisor (or broker) and the Owner Lessor' s and, so long as the Lien of 
the Indenture has not been terminated and fully dis charged, the Indenture 
Trustee's insurance advisor (or broker), and an ind ependent insurance expert 
from a internationally recognized insurance brokera ge firm, chosen by the Lessee 
and reasonably acceptable to the Owner Lessor and, so long as the Lien of the 
Indenture has not been terminated and fully dischar ged, the Indenture Trustee. 
Such independent expert shall conduct a separate re view of the relevant 
insurance requirements of this Schedule 1 and the m arket for such insurance at 
the time, giving due consideration to the represent ations of both insurance 
advisors, and upon conclusion of such review shall issue a written report 
stating whether such insurance is available or unav ailable on a commercially 
reasonable basis and explaining in detail the basis  for such conclusions. 
 
If the insurance expert concludes that such insuran ce is not available on a 
commercially reasonable basis, the insurance expert  shall provide a written 
recommendation and certification (which shall inclu de the amount and type of 
insurance which is available upon a commercially re asonable basis) not less than 
fifteen (15) days before the date for renewal of su ch insurance. The Lessee 
shall, prior to the expiration of the insurance the n in effect, obtain such 
insurance recommended and certified by such insuran ce expert that is available 
on a commercially reasonable basis. The recommendat ion of the insurance expert 
shall be conclusive and binding upon the Lessee and  the Owner Lessor and the 
Lessee shall, for so long as such insurance shall 
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be unavailable on a commercially reasonable basis, be required to carry such 
insurance that the insurance expert has recommended  and certified is available 



on a commercially reasonable basis; provided, howev er, that if any required 
insurance hereunder that had previously been unavai lable on a commercially 
reasonable basis shall become available on a commer cially reasonable basis, the 
Lessee shall obtain such required insurance as prom ptly as practicable after the 
Lessee has been given notice of such availability, so long as such insurance can 
be obtained without causing unreasonable (as determ ined by the insurance expert) 
cost inefficiencies or disruptions mid-term in the existing insurance programs. 
 
All reasonable fees, costs and expenses associated with the insurance panel 
(including the review by the insurance expert) shal l be for the sole account of 
the Lessee. 
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                                                     Schedule 1 to Project Lease 
 
                           INSURANCE PROVISIONS - P UNA 
 
SECTION 1. (A) PROPERTY INSURANCE. 
 
The Lessee will, subject to Section 8 below, mainta in (or cause to be 
maintained) in full force and effect at all times " All Risk" property insurance 
customarily carried by prudent operators of geother mal power generating 
facilities of comparable size and risk of the Proje ct, and against loss or 
damage from such causes as are customarily insured against, which includes 
coverage for boiler and machinery, in a minimum amo unt not less than 100% of the 
full replacement value of the Project (based on tru e replacement prices 
available to the Lessee as an Affiliate of the equi pment manufacturer). Such 
insurance coverages are further subject to sublimit s of $15,000,000 per 
occurrence and in the annual aggregate for catastro phic perils (i.e., flood, 
wind, earthquake, hurricane and volcanic eruption).  Such insurance coverages 
shall further be subject to a deductible, as to the  Lessee's interest, not to 
exceed (i) $250,000 per occurrence for property (ph ysical) damage and boiler and 
machinery breakdown, (ii) regarding occurrence of e arthquake, wind, flood and 
volcanic eruption 5% of the loss or a minimum of $5 00,000, and (iii) such other 
higher amounts for catastrophic perils customarily maintained by prudent 
operators of geothermal power generating facilities  of comparable size and risk 
of the Project. 
 
     (b) Stipulated Loss Insurance 
 
The Lessee will, subject to Section 8 below, mainta in (or cause to be 
maintained) in full force and effect at all times S tipulated Loss Insurance in 
an amount not less than the difference between the Termination Value and the 
Actual Cost Value, which shall mean replacement cos t new less depreciation. Such 
insurance shall be payable in the event the Lessee elects or is deemed to have 
elected to terminate this Project Lease in accordan ce with Section 10.1. 
 
SECTION 2. BUSINESS INTERRUPTION INSURANCE. 
 
The Lessee will, subject to Section 8 below, mainta in (or cause to be 
maintained) "Business Interruption" insurance (as a  separate policy or as an 
extension of the "All Risk" property insurance poli cy required above) covering a 
total or partial loss of net revenue income as a re sult of indemnifiable 
physical loss or damage arising from an occurrence under the "All Risk" property 
policy. The limits of liability shall be sufficient  to cover 12 months of 
Periodic Lease Rent, provided, however, that in the  event that the Lessee shall 
not maintain Stipulated Loss Insurance as a result of such coverage being 
 
 
 
unavailable on a commercially reasonable basis, the  Lessee shall use its 
commercially reasonable efforts to obtain "Business  Interruption" insurance to 



cover 18 months of Periodic Lease Rent. The indemni ty period of this business 
interruption shall be 12 months. Waiting period ded uctibles shall be consistent 
with industry practice subject to a maximum waiting  period of (i) 45 days for 
each occurrence resulting from property damage and (ii) 60 days for each 
occurrence resulting from boiler and machinery brea kdown. 
 
SECTION 3. CONTROL OF WELL INSURANCE. 
 
The Lessee will, subject to Section 8 below, mainta in (or caused to be 
maintained) in full force and effect at all times " Control of Well" insurance 
providing coverage for the interest in the wells fo r (a) costs to bring a well 
under control, (b) re-drilling, re-completion and / or re-conditioning expenses, 
(c) seepage, pollution and contamination resulting from a well out of control 
and (d) loss or damage to property of others in the  care, custody or control of 
the Lessee. The limit of liability with respect to the combined effects of 
clauses (a) and (b) above shall not be less than $2 0,000,000 per occurrence and 
$20,000,000 in the aggregate. Sublimits are not les s than $1,000,000 for clauses 
(c) and (d) above. Deductibles with respect to the combined effects of this 
paragraph shall be consistent with industry practic e subject to a maximum a 
deductible of not more than $250,000 per occurrence  
 
SECTION 4. LIABILITY INSURANCE. 
 
The Lessee with respect to the Project, will, subje ct to Section 8 below, 
maintain (or caused to be maintained) commercial ge neral liability insurance, 
including contractual liability coverage, including  sudden and accidental or 
named perils pollution liability coverage, subject to such coverage being 
commercially available on commercially reasonable t erms, business automobile 
liability insurance and employers liability insuran ce and workers compensation 
(as applicable), insuring against claims for bodily  injury (including death) and 
property damage to third parties arising out of the  ownership, operation, 
maintenance, condition and use of the Project and t he Project Site, with limits 
of not less than $15,000,000 per occurrence and $15 ,000,000 in the aggregate (to 
be maintained at all times) or such other higher am ount customarily maintained 
by prudent operators of geothermal power generating  facilities of comparable 
size and risk of the Project. A maximum deductible of $250,000.00 per occurrence 
shall be allowed. 
 
The Lessee will annually review the liability insur ance maintained by it or on 
its behalf and will, if necessary, revise such cove rage and limits (including 
deductibles) in order that the liability insurance maintained by it or on its 
behalf is consistent with that maintained by pruden t operators of similar 
facilities of comparable size and risk to the 
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Project; provided, that the Lessee may not decrease  coverage or limits below the 
requirements set forth herein without the written c onsent of the Indenture 
Trustee (or, if the Lien of the Indenture has been terminated and fully 
discharged, Owner Lessor), such consent shall not b e unreasonably withheld and 
which will be based on an analysis by an independen t insurance expert from an 
internationally recognized insurance brokerage firm  selected by the Lessee and 
reasonably acceptable to Indenture Trustee (or, if the Lien of the Indenture has 
been terminated and fully discharged, the Owner Les sor). Such liability 
insurance may be purchased either in a single limit  or in combination with a 
general and an excess policy. 
 
SECTION 5. PROVISIONS WITH RESPECT TO INSURANCE. 
 
In respect of the insurance required to be maintain ed or caused to be maintained 
under this Schedule 1, the Lessee will (a) place th e insurance maintained 
pursuant to this Section with reputable insurance c ompanies authorized to do 
business in Hawaii having (i) an A.M. Best Insuranc e Reports rating of at least 



"A-" or better and a financial size category of VII I or (ii) a Standard & Poor's 
financial strength rating of "BBB" or higher, (b) n ame the Trust Company, the 
Owner Lessor, the Equity Investor and the Indenture  Trustee (as Indenture 
Trustee and on behalf of the Noteholders) and their  respective officers, 
directors, employees, affiliates and assigns as add itional insureds, as their 
interests may appear (and, with respect to the insu rance maintained pursuant to 
Section 1 and 2 of this Schedule 1, name the Indent ure Trustee (or, if the Lien 
of the Indenture has been terminated and fully disc harged, the Owner Lessor), as 
sole payee, (c) cause the insurance companies to ag ree to waive all rights of 
subrogation or action howsoever arising which they may have or acquire arising 
out of any occurrence in respect of which any claim  is admitted or paid 
thereunder against the Trust Company, the Owner Les sor, the Equity Investor and 
the Indenture Trustee and their respective director s, officers, employees and 
assigns, and (d) cause such insurance or self-insur ance to be primary without 
right of contribution of any other insurance carrie d by or on behalf of the 
Trust Company, the Owner Lessor, the Equity Investo r and the Indenture Trustee 
(as Indenture Trustee and on behalf of the Notehold ers) with respect to their 
respective interests in the Project and the Project  Site. 
 
All policies shall provide that the respective inte rests of the Trust Company, 
the Owner Lessor, the Equity Investor and the Inden ture Trustee shall not be 
invalidated by any act or neglect of the Lessee or any other person, or any 
breach or violation by the Lessee or any other pers on of any warranties, 
declarations or conditions contained in the propert y insurance policies, any 
action or inaction of the Lessee or others or by th e use of the Project or the 
Project Site for purposes more hazardous than permi tted by such policies. 
 
 
                                        3 
 
 
 
All liability insurance policies required to be mai ntained hereunder shall be 
endorsed to provide that, in as much as the policie s are written to cover more 
than one insured, all terms, conditions, insuring a greements and endorsements, 
with the exception of limits of liability, shall op erate in the manner as if 
there were a separate policy covering each insured.  The Lessee shall, at its own 
expense, promptly make or cause to be made all proo fs of loss and take all other 
steps necessary to collect the proceeds of such ins urance. 
 
The Lessee shall notify the insurance companies tha t the Lessee has granted a 
first ranking assignment by way of security to the Owner Lessor and the 
Indenture Trustee over the title and benefit of thi s insurance and its interest 
and rights in the subject matter of this insurance,  and confirm that they have 
not been notified of any other pledge or assignment  of or security interest in 
the Lessee's interest in this insurance. 
 
The insurance companies shall not be entitled to an y recourse against or to 
offset any sums payable to the Trust Company, the O wner Lessor, the Equity 
Investor, the Noteholders or the Indenture Trustee against premium or other 
monies owing by the Lessee, nor any sums owing to t he Lessee under the policies 
against any monies owing by the Lessee under any ot her policy or contract. 
 
All of the insurance policies required by this Sche dule 1 may cover other 
operations, facilities and properties of the Lessee  or its Affiliates as long as 
the limits of insurance available to the Project an d the Project Site are not 
less than the requirements set forth herein. 
 
Claims and losses, if any, under any insurance poli cies required to be carried 
under this Schedule 1 shall be adjusted with the in surance companies, including 
the filing of appropriate proceedings, by the Lesse e, subject to the approval of 
the Indenture Trustee (or, if the Lien of the Inden ture has been terminated and 
fully discharged the Owner Lessor) if a Lease Event  of Default has occurred and 
is continuing. 
 
All loss payments under any policy of insurance mai ntained pursuant to Section 1 



and 2 of this Schedule 1 shall be made to the Depos itary Bank and applied in 
accordance with the terms of the Depositary Agreeme nt. 
 
The Lessee shall promptly notify the Owner Lessor a nd, so long as the Lien of 
the Indenture has not been terminated and fully dis charged, the Indenture 
Trustee, of any claim in excess of $500,000.00 unde r any insurance policy 
maintained pursuant to this Schedule 1. If any insu rance policies for this 
Project contain(s) aggregate limits applying to fac ilities other than this 
Project, and such limits are diminished by any inci dent, occurrence, claim, 
settlement or judgment against such insurance which  has caused the carrier to 
establish a reserve, the Lessee shall take or cause  to be taken immediate steps 
to 
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restore such aggregate limits or shall provide othe r equivalent insurance 
protection for such aggregate limits at all times. 
 
SECTION 6. REPORTS. 
 
The Lessee shall annually provide (A) the Owner Les sor, the Equity Investor and 
the Indenture Trustee a report from an independent insurance broker, signed by 
an officer of the broker, stating that in the opini on of such broker, the 
insurance then carried or to be renewed is in compl iance with all insurance 
requirements set forth in this Schedule 1 and (B) a  certificate of a Responsible 
Officer of the Lessee certifying that all premiums in respect of such policies 
are current and that such coverage is in compliance  with all insurance 
requirements set forth in this Schedule 1. 
 
The insurance policies shall provide for at least 4 5 (forty-five) days' prior 
written notice to the Owner Lessor, the Equity Inve stor and the Indenture 
Trustee of any act or omission or of any event of w hich the insurance companies 
have knowledge and which the insurance companies co nsider may invalidate or 
render unenforceable in whole or in part this insur ance or any claim under it or 
which might entitle the insurance companies to term inate, rescind or repudiate 
this policy in whole or part, or treat it as avoide d, terminated or suspended, 
against any insured party. The insurance policies s hall provide that if an 
insurance policy is cancelled for any reason whatso ever, including non-payment 
of premium, or any changes are initiated by the Les see which affect the 
interests of the additional insureds, such cancella tion or change shall not be 
effective as to the additional insureds until 45 (f orty-five) days (except for 
non-payment of premium which shall be ten (10) days ), after receipt by the 
Indenture Trustee, Equity Investor and Owner Lessor  of written notice sent by 
registered mail from the applicable insurance compa ny, such registered mail to 
be received at the respective addresses set forth i n Section 12.4 of the 
Participation Agreement. 
 
SECTION 7. ADDITIONAL INSURANCE BY THE OWNER LESSOR . 
 
At any time the Owner Lessor (either directly or in  the name of the Equity 
Investor) or Indenture Trustee may at its own expen se and for its own account 
carry insurance with respect to its interest in the  Project and the Project 
Site, provided, that such insurance does not in any  way interfere with the 
Lessee's ability to obtain insurance with respect t o the Project described in 
this Schedule 1. Any insurance payments received fr om policies maintained by the 
Owner Lessor or Indenture Trustee pursuant to the p revious sentence shall be 
retained by the Owner Lessor or Indenture Trustee, as the case may be, without 
reducing or otherwise affecting the Lessee's obliga tions hereunder. 
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SECTION 8. AMENDMENT OF INSURANCE REQUIREMENTS; UNAVAILABILITY OF INSURANCE. 
 
If any insurance required to be maintained by the L essee pursuant to this 
Schedule 1 (including the limits or deductibles or any other terms under 
policies for such insurance) ceases to be available  on a commercially reasonable 
basis, the Lessee shall provide written notice to t he Owner Lessor, the Equity 
Investor and, so long as the Lien of the Indenture has not been terminated and 
fully discharged, the Indenture Trustee, which writ ten notice shall be 
accompanied by a letter from the Lessee's insurance  broker stating that such 
insurance is unavailable on a commercially reasonab le basis and explaining in 
detail the basis for such conclusions. Such notice shall be given not less than 
thirty (30) days' prior to the scheduled date for r enewal of any such policy. 
 
In the event that a resolution acceptable to both p arties cannot be reached, 
within ten (10) days, the parties shall make arrang ements, at the Lessee's 
expense, for the formation of an insurance panel co nsisting of the Lessee's 
insurance advisor (or broker) and the Owner Lessor' s and, so long as the Lien of 
the Indenture has not been terminated and fully dis charged, the Indenture 
Trustee's insurance advisor (or broker), and an ind ependent insurance expert 
from a internationally recognized insurance brokera ge firm, chosen by the Lessee 
and reasonably acceptable to the Owner Lessor and, so long as the Lien of the 
Indenture has not been terminated and fully dischar ged, the Indenture Trustee. 
Such independent expert shall conduct a separate re view of the relevant 
insurance requirements of this Schedule 1 and the m arket for such insurance at 
the time, giving due consideration to the represent ations of both insurance 
advisors, and upon conclusion of such review shall issue a written report 
stating whether such insurance is available or unav ailable on a commercially 
reasonable basis and explaining in detail the basis  for such conclusions. 
 
If the insurance expert concludes that such insuran ce is not available on a 
commercially reasonable basis, the insurance expert  shall provide a written 
recommendation and certification (which shall inclu de the amount and type of 
insurance which is available upon a commercially re asonable basis) not less than 
fifteen (15) days before the date for renewal of su ch insurance. The Lessee 
shall, prior to the expiration of the insurance the n in effect, obtain such 
insurance recommended and certified by such insuran ce expert that is available 
on a commercially reasonable basis. The recommendat ion of the insurance expert 
shall be conclusive and binding upon the Lessee and  the Owner Lessor and the 
Lessee shall, for so long as such insurance shall b e unavailable on a 
commercially reasonable basis, be required to carry  such insurance that the 
insurance expert has recommended and certified is a vailable on a commercially 
reasonable basis; provided, however, that if any re quired insurance hereunder 
that had previously been unavailable on a commercia lly reasonable basis shall 
become available on a commercially reasonable basis , the Lessee shall obtain 
such required insurance as promptly as practicable after the Lessee has been 
given notice of such availability, so long as such insurance can be 
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obtained without causing unreasonable (as determine d by the insurance expert) 
cost inefficiencies or disruptions mid-term in the existing insurance programs. 
 
All reasonable fees, costs and expenses associated with the insurance panel 
(including the review by the insurance expert) shal l be for the sole account of 
the Lessee. 
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                                                                       Exhibit A 
 



                                     FORM OF 
                         PROJECT LEASE SUPPLEMENT N O. _ 
 
          This PROJECT LEASE SUPPLEMENT NO. __, dat ed as of _________________, 
is between SE PUNA, L.L.C., a Delaware limited liab ility company (the "Owner 
Lessor"), and PUNA GEOTHERMAL VENTURE, a Hawaii gen eral partnership (the 
"Lessee"). 
 
                                   WITNESSETH: 
 
          WHEREAS, the Owner Lessor and the Lessee have heretofore entered into 
that certain Project Lease Agreement, dated as of [ __, 2005] (the "Project 
Lease"). The terms used herein are used with the me anings specified in the 
Project Lease; and 
 
          WHEREAS, the Project Lease provides for t he execution and delivery of 
a Project Lease Supplement substantially in the for m hereof for, among other 
things, the purpose of leasing the Project and conf irming Periodic Lease Rent, 
Allocated Rent and Termination Values with respect thereto. 
 
          NOW, THEREFORE, in consideration of the f oregoing premises, the mutual 
agreements herein contained, and other good and val uable consideration, the 
receipt and sufficiency of which are hereby acknowl edged, the parties hereto 
agree as follows: 
 
               Section 1. Lease. The Owner Lessor h ereby leases the Project, 
     upon the terms and conditions set forth in the  Project Lease, to the Lessee 
     for the Basic Lease Term (and Renewal Lease Te rm, if any) and the Lessee 
     hereby leases the Project upon the terms and c onditions set forth in the 
     Project Lease, from the Owner Lessor for such Basic Lease Term (and Renewal 
     Lease Term, if any). The Head Lease Rent for t he Project, designated as 
     such in the Head Lease Supplement therefor, is  $________. 
 
               Section 2. Payment of Periodic Rent.  The Lessee hereby agrees to 
     pay to the Owner Lessor basic lease rent for t he lease of the Project (the 
     "Periodic Lease Rent"), payable with respect t o the Basic Lease Term 
     thereof, as follows: each payment of Periodic Lease Rent shall be payable 
     on each Rent Payment Date in the amount equal to, subject to Section 3.4 of 
     the Project Lease, the product of (x) the Head  Lease Rent therefor 
     multiplied by (y) the percentage set forth opp osite such Rent Payment Date 
     on Schedule 1 hereto under the caption "Period ic Lease Rent Percentage." 
 
               Section 3. Allocation of Rent. The P eriodic Lease Rent allocated 
     to each Rental Period for the use by the Lesse e of the Project shall be an 
     amount equal to the product of (x) the Head Le ase Rent therefor multiplied 
     by (y) the percentage set forth opposite such Rental Period in Schedule 2 
     hereof under the caption "Allocation Percentag e" (the "Allocated Rent"). 
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               Section 4. Termination Values. Termi nation Values for any 
     Termination Date in respect of the Project sha ll be an amount equal to the 
     product of (x) the Head Lease Rent therefor mu ltiplied by (y) the 
     percentage set forth under the heading "Termin ation Value Percentages" on 
     Schedule 3 hereto. 
 
               Section 5. EBO Price; EBO Date Prepa id Rent Balance. The EBO 
     Price in respect of the Project shall mean an amount equal to [$___] 
     [$___]. The EBO Date Prepaid Rent Balance shal l mean an amount equal to 
     [$___] [$___]. 
 
               Section 6. FPPO Price. The FPPO Pric e in respect of the Project 
     shall mean an amount equal to [$___] [$___]. 



 
               Section 7. Miscellaneous. (a) This P roject Lease Supplement No. _ 
     shall be construed in connection with and as p art of the Project Lease, and 
     all terms, conditions and covenants contained in the Project Lease, except 
     as herein modified, shall be and remain in ful l force and effect. 
 
          (b)This Project Lease Supplement No. __ m ay be executed in any number 
     of counterparts, each executed counterpart con stituting an original but all 
     together one and the same instrument. 
 
          [FOR INSERTION IN PROJECT LEASE SUPPLEMEN T NO. 2 ONLY:(C) THIS PROJECT 
LEASE SUPPLEMENT NO. 2 SUPERSEDES PROJECT LEASE SUPPLEMENT NO. 1. ] 
 
 
 
          IN WITNESS WHEREOF, the Owner Lessor and the Lessee have caused this 
Project Lease Supplement No. _ to be duly executed and delivered by their 
respective officers thereunto duly authorized as of  the day and year first above 
written. 
 
                                         SE PUNA, L .L.C. 
 
                                         By: Wilmin gton Trust Company, not in 
                                             its in dividual capacity but solely 
                                             as Own er Manager 
 
 
                                             By: 
                                                 -- ----------------------------- 
                                             Name: 
                                             Title:  
 
 
                                         PUNA GEOTH ERMAL VENTURE 
 
                                         By: ORNI 8  LLC, its partner 
 
 
                                             By: 
                                                 -- ----------------------------- 
                                             Name: 
                                             Title:  
 
 
                                         By: OrPuna  LLC, its partner 
 
 
                                             By: 
                                                 -- ----------------------------- 
                                             Name: 
                                             Title:  
 
*Receipt of the original counterpart of the foregoi ng Project Lease Supplement 
No. __ is hereby acknowledged on this [____] day of  May 2005. 
 
                                             Union Bank of California, N.A., 
                                             as Ind enture Trustee 
 
 
                                             By: 
                                                 -- ----------------------------- 
                                             Name: 
                                             Title:  
 
---------- 
*    This acknowledgment executed in the original c ounterpart only. 



 
 
 
 
 
--------------------------------------------------- ----------------------------- 
                                   SCHEDULE 1 
                                     TO THE 
                         PROJECT LEASE SUPPLEMENT N O. _ 
                               PERIODIC LEASE RENT 
 
          (expressed as a percentage of Head Lease Rent and in dollars) 
 
--------------------------------------------------- ----------------------------- 
 
    RENT        PERIODIC LEASE   PERIODIC LEASE 
PAYMENT DATE   RENT PERCENTAGE        RENT 
------------   ---------------   -------------- 
 
 
 
 
 
 
--------------------------------------------------- ----------------------------- 
                                   SCHEDULE 2 
                                     TO THE 
                         PROJECT LEASE SUPPLEMENT N O. _ 
 
     ALLOCATED RENT, PROPORTIONAL RENT AND SECTION 467 INTEREST PERCENTAGES 
 
                 (expressed as a percentage of Head  Lease Rent) 
 
--------------------------------------------------- ----------------------------- 
 
    RENTAL PERIOD 
---------------------                PROPORTIONAL   SECTION 467 
 FROM AND     TO AND    ALLOCATION       RENT         INTEREST 
INCLUDING   INCLUDING   PERCENTAGE    PERCENTAGE     PERCENTAGE 
---------   ---------   ----------   ------------   ----------- 
 
 
 
 
 
 
--------------------------------------------------- ----------------------------- 
                                   SCHEDULE 3 
                                     TO THE 
                         PROJECT LEASE SUPPLEMENT N O. _ 
 
                          TERMINATION VALUE PERCENT AGES 
 
                 (expressed as a percentage of Head  Lease Rent) 
 
--------------------------------------------------- ----------------------------- 
 
                                       [2] 
                     [1]           SECTION 467 
TERMINATION   TERMINATION VALUE   LOAN BALANCE 
   DATE           PERCENTAGE       PERCENTAGE    =[ 1] - [2] 
-----------   -----------------   ------------   -- -------- 
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                                                                  EXECUTION COPY 
 
--------------------------------------------------- ----------------------------- 
 
                             PROJECT LEASE AGREEMEN T 
 
                            Dated as of May 18, 200 5 
 
                                     between 
 
                                SE PUNA, L.L.C., 
 
                                as Owner Lessor, 
 
                                       and 
 
                            PUNA GEOTHERMAL VENTURE , 
 
                                    as Lessee 
 
                       PUNA GEOTHERMAL GENERATION P ROJECT 
 
--------------------------------------------------- ----------------------------- 
CERTAIN OF THE RIGHT, TITLE AND INTEREST OF THE OWN ER LESSOR IN AND TO THIS 
PROJECT LEASE AGREEMENT AND THE RENT DUE AND TO BECOME DUE HEREUNDER HAVE BEEN 
ASSIGNED AS COLLATERAL SECURITY TO, AND ARE SUBJECT  TO A SECURITY INTEREST IN 
FAVOR OF, UNION BANK OF CALIFORNIA, N.A., NOT IN IT S INDIVIDUAL CAPACITY BUT 
SOLELY AS INDENTURE TRUSTEE UNDER AN INDENTURE OF TRUST AND SECURITY AGREEMENT, 
DATED AS OF MAY 18, 2005 BETWEEN SAID INDENTURE TRU STEE, AS SECURED PARTY, AND 
THE OWNER LESSOR, AS DEBTOR. SEE SECTION 20 HEREOF FOR INFORMATION CONCERNING 
THE RIGHTS OF THE ORIGINAL HOLDER AND THE HOLDERS O F THE VARIOUS COUNTERPARTS 
HEREOF. 
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                         PROJECT LEASE AGREEMENT 
 
     This PROJECT LEASE AGREEMENT, dated as of May 18, 2005 (this "Project 
Lease"), is between SE PUNA, L.L.C., a Delaware lim ited liability company (the 
"Owner Lessor"), and PUNA GEOTHERMAL VENTURE, a Haw aii general partnership (the 
"Lessee"). 
 
                                   WITNESSETH: 
 
     WHEREAS, pursuant to the Head Lease, the Owner  Lessor has leased the 
Project from the Lessee for the Head Lease Term; 
 
     WHEREAS, pursuant to this Project Lease, the O wner Lessor desires to lease 
the Project to the Lessee for the Basic Lease Term and the Renewal Lease Terms, 
if any, provided herein, and the Lessee desires to lease the Project from the 
Owner Lessor on such terms; 
 
     WHEREAS, the Project is located on the Project  Site (as more particularly 
described on Exhibit A hereto), but the Project doe s not include the Project 
Site or any part thereof, and no part of the Projec t Site is being leased to the 
Lessee under this Project Lease; and 
 
     WHEREAS, pursuant to the Sublease of the Power  Plant Sublease, the Lessee 



is subleasing the Project Site to the Owner Lessor for a term equal to the term 
of the Head Lease and pursuant to the Sub-Sublease of Power Plant Sublease, the 
Owner Lessor is sub-subleasing the Project Site to the Lessee for a term equal 
to the Basic Lease Term, including any Renewal Leas e Term; 
 
     NOW, THEREFORE, in consideration of the forego ing premises, the mutual 
agreements herein contained, and other good and val uable consideration, the 
receipt and sufficiency of which are hereby acknowl edged, the parties hereto 
agree as follows: 
 
SECTION 1. DEFINITIONS 
 
     Unless the context hereof shall otherwise requ ire, capitalized terms used 
in this Project Lease, including the foregoing reci tals, and not otherwise 
defined herein shall have the respective meanings s pecified in Appendix A to the 
Participation Agreement, dated as of May 18, 2005, among the Lessee, the Owner 
Lessor, SE Puna Lease, L.L.C., as Equity Investor, Wilmington Trust Company, in 
its individual capacity, the Noteholders named ther ein and Union Bank of 
California, N.A., as Indenture Trustee. The general  provisions of such Appendix 
A shall apply to this Project Lease. 
 
SECTION 2. LEASE OF THE PROJECT 
 
     Section 2.1. Lease. The Owner Lessor hereby le ases the Project (such lease 
to be evidenced by the execution and delivery of Pr oject Lease Supplement No. 1 
or, if executed, Project Lease Supplement No. 2 in respect thereof), upon the 
terms and conditions set forth herein and in Projec t Lease Supplement No. 1 or, 
if executed, Project Lease Supplement No. 2, to the  Lessee for the Basic Lease 
Term and, subject to the Lessee's exercise of the r enewal option or options in 
Section 15, one or more Renewal Lease Terms, as the  case may be, and the 
 
 
 
Lessee hereby leases the Project, upon the terms an d conditions set forth herein 
and in Project Lease Supplement No. 1 or, if execut ed, Project Lease Supplement 
No. 2, from the Owner Lessor for such term. The Les see and the Owner Lessor 
understand and agree that this Project Lease is sub ject to the Permitted 
Encumbrances. The Project shall be subject to the t erms of this Project Lease 
from the date on which this Project Lease is execut ed and delivered. 
 
SECTION 3. BASIC LEASE TERM AND RENT 
 
          Section 3.1. Basic Lease Term. The basic lease term of this Project 
Lease for the Project (the "Basic Lease Term") shal l commence on the Closing 
Date and shall terminate at 11:59 p.m. (New York Ci ty time) on January 3, 2028 
(the "Basic Lease Term Expiration Date"), subject t o earlier termination in 
whole pursuant to Section 10, 13, 14, 17 or 22 here of. 
 
          Section 3.2. Rent. 
 
          (a) Payment of Rent. The Lessee hereby ag rees to pay to the Owner 
Lessor Periodic Lease Rent, payable with respect to  the Basic Lease Term for the 
lease of the Project. Renewal Lease Rent shall be p aid on the dates and in the 
amounts set forth in Section 15. All Periodic Lease  Rent and Renewal Lease Rent 
to be paid pursuant to this Section 3.2 shall be pa yable in the manner set forth 
in Section 3.5. 
 
          (b) Allocation of Rent. The Periodic Leas e Rent allocated to each 
Rental Period for the use by the Lessee of the Proj ect shall be an amount equal 
to the Allocated Rent. Notwithstanding that Periodi c Lease Rent is payable in 
accordance with Section 3.2(a) hereof and without l imiting the Lessee's payment 
obligations under Section 3.2(a), the Allocated Ren t calculated pursuant to this 
Section 3.2(b) shall represent and be the amount of  Periodic Lease Rent for 
which the Lessee becomes liable on account of the u se of the Project for each 
calendar year included in whole or in part in the B asic Lease Term. 
 



          (c) Section 467 Loan, Etc. It is the inte ntion of the Owner Lessor and 
the Lessee that the allocation of Periodic Lease Re nt to each Rental Period as 
provided in Section 3.2(b) constitutes a specific a llocation of fixed rent 
within the meaning of Treasury Regulation Section 1 .467-1(c)(2)(ii) with the 
effect that the Owner Lessor and the Lessee, on any  federal income tax returns 
filed by them (or on any federal income tax returns  (and any state and local 
income tax returns that follow the reporting on the  relevant party's federal 
income tax return) on which their income is include d), shall accrue the amounts 
of rental income and rental expense, respectively, set forth for each Rental 
Period in an amount equal to the Proportional Rent.  In addition, (i) if, with 
respect to any Rental Period, the percentage set fo rth for such Rental Period 
under the caption "Section 467 Interest Percentage"  set forth in Schedule 2 to 
Project Lease Supplement No. 1 (or if executed, Pro ject Lease Supplement No. 2) 
is positive, the Owner Lessor shall deduct interest  expense and the Lessee shall 
accrue interest income with respect to such period in an amount equal to the 
product of the Head Lease Rent multiplied by such p ercentage ("Lessor Section 
467 Interest") and (ii) if, with respect to any Ren tal Period, the percentage 
set forth for such Rental Period under the caption "Section 467 Interest 
Percentage" set forth in Schedule 2 to Project Leas e Supplement No. 1 (or if 
executed, Project Lease Supplement No. 2) is in par entheses, the Owner Lessor 
shall accrue interest income and the Lessee shall d educt interest expense with 
respect to such period in an amount equal to the 
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product of the Head Lease Rent multiplied by such p ercentage ("Lessee Section 
467 Interest"). All Section 467 Interest and princi pal in respect thereof, 
Proportional Rent and Allocated Rent is already inc luded as part of Periodic 
Lease Rent and Termination Values, is payable as a portion thereof, and has been 
taken into account in the calculation of the percen tage set forth under the 
heading "Periodic Lease Rent Percentage" on Schedul e 1 to Project Lease 
Supplement No. 1 (or if executed, Project Lease Sup plement No. 2) or under the 
heading "Termination Value Percentage" on Schedule 3 to Project Lease Supplement 
No. 1 (or if executed, Project Lease Supplement No.  2). In no event shall any 
Section 467 Interest or principal in respect thereo f, Proportional Rent and/or 
Allocated Rent be separately payable (including upo n any termination of this 
Project Lease, and regardless of whether or not Ter mination Value shall be 
payable in connection with any such termination), i t being agreed and understood 
that these items represent characterizations for fe deral income tax purposes 
only, including in the case of any termination of t his Project Lease pursuant to 
Sections 10, 13, 14 and 17 where Termination Value is not payable. 
 
          Section 3.3. Supplemental Lease Rent. The  Lessee also agrees to pay to 
the Owner Lessor, or to any other Person entitled t hereto as expressly provided 
herein or in any other Operative Document, as appro priate, any and all 
Supplemental Lease Rent, promptly as the same shall  become due and owing, or 
where no due date is specified, promptly after dema nd by the Person entitled 
thereto, and in the event of any failure on the par t of the Lessee to pay any 
Supplemental Lease Rent, the Owner Lessor shall hav e all rights, powers and 
remedies provided for herein or by law or equity or  otherwise for the failure to 
pay Periodic Lease Rent or Renewal Lease Rent. The Lessee will also pay as 
Supplemental Lease Rent, to the extent permitted by  Applicable Law, an amount 
equal to interest at the Overdue Rate on any part o f any payment of Periodic 
Lease Rent or Renewal Lease Rent not paid when due for any period for which the 
same shall be overdue and on any Supplemental Lease  Rent not paid when due 
(whether on demand or otherwise) for the period fro m such due date until the 
same shall be paid. The Lessee also agrees to pay a s Supplemental Lease Rent an 
amount equal to any premium, including Make Whole P remium, required to be paid 
pursuant to the Indenture or any Senior Note (other  than any Make Whole Premium 
which may be payable after an assumption of the Sen ior Notes by the Equity 
Investor pursuant to Section 11.4 of the Participat ion Agreement after the 
termination of this Project Lease) and any amount r equired to be paid as 
compensation by the Owner Lessor pursuant to Sectio n 5.4(A) of the Indenture. 



All Supplemental Lease Rent to be paid pursuant to this Section 3.3 shall be 
payable in the manner set forth in Section 3.5. 
 
          Section 3.4. Adjustment of Lease Schedule s; Minimum Rent. 
 
          (a) The Lessee and the Owner Lessor agree  that Periodic Lease Rent, 
Allocated Rent, FPPO Price, EBO Price, Proportional  Rent, Section 467 Interest 
and principal in respect thereof, and Termination V alues shall be adjusted, 
either upwards or downwards, to reflect (i) the iss uance of any Additional 
Senior Notes pursuant to Section 2.12 of the Indent ure in connection with a 
refunding or refinancing of the Senior Notes pursua nt to Section 11.3 of the 
Participation Agreement (ii) the issuance of Additi onal Senior Notes pursuant to 
Section 2.12 of the Indenture in connection with th e financing of Modifications 
pursuant to Section 11.1 of the Participation Agree ment and (iii) any payment of 
Head Lease Rent pursuant to Section 11.2(c) of the Participation Agreement. In 
the event of a refinancing of the Senior Notes and issuance of 
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Additional Senior Notes pursuant to clause (i) abov e, the Periodic Lease Rent 
and Allocated Rent shall change solely to reflect t he change in interest payable 
on the Additional Senior Notes issued from the inte rest on the Senior Notes 
being refunded or refinanced. In the event that the  Lessee obtains supplemental 
financing pursuant to clause (ii) above, Periodic L ease Rent and Allocated Rent 
shall change solely to reflect the increased debt s ervice payable on the Senior 
Notes as a result of the issuance of Additional Sen ior Notes. 
 
          (b) Any adjustments pursuant to this Sect ion 3.4 shall be calculated 
to preserve the Equity Investor's Net Economic Retu rn through the end of the 
Basic Lease Term and to maintain a minimum Projecte d Lease Rent Coverage Ratio 
of 1.40 to 1.00 on each Rent Payment Date during th e remainder of the Basic 
Lease Term; provided, however, that to the extent c onsistent with preserving the 
Equity Investor's Net Economic Return, all adjustme nts shall be calculated to 
preserve operating lease treatment for the Lessee u nder GAAP and to minimize, to 
the extent possible, the internal rate of return of  the Periodic Lease Rents and 
the present value of the Periodic Lease Rent throug h the end of the Basic Lease 
Term. Adjustments will be made using the same metho d of computation and 
assumptions, including Tax Assumptions and Pricing Assumptions originally used 
(other than those that have changed as the result o f the event giving rise to 
the adjustment) in the calculation of the Periodic Lease Rent, Allocated Rent, 
Section 467 Loan Balance, Section 467 Loan Interest  and Termination Values and 
to comply with law including Section 467 of the Cod e (except to the extent that 
the original transaction did not comply therewith).  The adjustments contemplated 
by this Section 3.4 will result in corresponding ad justments to Allocated Rent, 
Proportional Rent, Section 467 Loan Balances, Secti on 467 Interest and 
Termination Values. 
 
          (c) Anything herein or in any other Opera tive Document to the contrary 
notwithstanding, Periodic Lease Rent payable on any  Rent Payment Date, whether 
or not adjusted in accordance with this Section 3.4 , shall, in the aggregate, be 
in an amount at least sufficient to pay in full pri ncipal and interest payable 
on the Senior Notes on such Rent Payment Date (exce pt principal and interest 
payable upon an Indenture Event of Default that is not caused by a Lease Event 
of Default). Anything herein or in any other Operat ive Document to the contrary 
notwithstanding, Termination Values, the EBO Price and the FPPO Price payable on 
any date under this Project Lease, whether or not a djusted in accordance with 
this Section 3.4, shall be, together with all other  Rent due and owing on such 
date, exclusive of any portion thereof that is an E xcepted Payment, in an amount 
at least sufficient to pay in full the principal of , premium, if any, and 
interest payable on the Senior Notes on such date. 
 
          (d) Any adjustment pursuant to this Secti on 3.4 shall initially be 
computed by the Equity Investor, subject to the ver ification procedure described 



in this Section 3.4(d). Once computed, the results of such computation shall 
promptly be delivered by the Equity Investor to the  Lessee. Within 20 days after 
the receipt of the results of any such adjustment, the Lessee may request that a 
nationally recognized firm of accountants or lease advisors selected by the 
Equity Investor and reasonably satisfactory to the Lessee (the "Verifier") 
verify, after consultation with the Equity Investor  and the Lessee, the accuracy 
of such adjustment in accordance with this Section 3.4. The Equity Investor and 
the Lessee hereby agree, (i) each shall have the ri ght to communicate with the 
Verifier, and (ii) subject to the execution by the Verifier of an appropriate 
confidentiality agreement, to provide the Verifier with all information and 
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materials (other than income tax returns) as shall be necessary in connection 
therewith. If the Verifier confirms that such adjus tment is in accordance with 
this Section 3.4, it shall so certify to the Lessee , the Owner Lessor and the 
Equity Investor and such certification shall be fin al, binding and conclusive on 
the Lessee, the Equity Investor and the Owner Lesso r. If the Verifier concludes 
that such adjustment is not in accordance with this  Section 3.4, and the 
adjustments to Periodic Lease Rent, Allocated Rent,  Proportional Rent, Section 
467 Loan Balance, Section 467 Interest or Terminati on Value calculated by the 
Verifier are different from those calculated by the  Equity Investor, then it 
shall so certify to the Lessee, the Owner Lessor an d the Equity Investor and the 
Verifier's calculation shall be final, binding and conclusive on the Lessee, the 
Owner Lessor and the Equity Investor. If the Lessee  does not request 
verification of any adjustment within the period sp ecified above, the 
computation provided by the Equity Investor shall b e final, binding and 
conclusive on the Lessee, the Owner Lessor and the Equity Investor. The final 
determination of any adjustment hereunder shall be set forth in an amendment to 
this Project Lease, executed and delivered by the O wner Lessor and the Lessee 
and consented to by the Equity Investor; provided, however, that any omission to 
execute and deliver such amendment shall not affect  the validity and 
effectiveness of any such adjustment. The reasonabl e fees, costs and expenses of 
the Verifier in verifying an adjustment pursuant to  this Section 3.4 shall be 
paid by the Lessee; provided, however, that, in the  event that such Verifier 
determines that the present value of Periodic Lease  Rent to be made under this 
Project Lease as calculated by the Equity Investor is greater than the present 
value of the correct Periodic Lease Rent as certifi ed by the Verifier, in each 
case, discounted semiannually on each Rent Payment Date at the Discount Rate, by 
more than six basis points, then such expenses of t he Verifier shall be paid by 
the Equity Investor. Notwithstanding anything herei n to the contrary, the sole 
responsibility of the Verifier shall be to verify t he calculations hereunder and 
matters of interpretation of this Project Lease or any other Operative Document 
shall not be within the scope of the Verifier's res ponsibilities. In addition, 
notwithstanding any other provisions in the Operati ve Documents, in no event 
shall the EBO Price be adjusted to an amount that i s less than the greatest of 
(A) the Termination Value for the Project computed as of the EBO Date, (B) the 
estimated fair market value of the Project on the E BO Date (as set forth in the 
appraisal received pursuant to Section 4(n) of the Participation Agreement or 
this Section 3.4, as the case may be), and (C) the present value as of the EBO 
Date of the sum of (i) the then remaining scheduled  Periodic Lease Rent payments 
through the end of the Basic Lease Term as set fort h in such appraisal, and (ii) 
the FPPO Price (the present value calculation descr ibed in this clause (C) shall 
be determined utilizing a semi-annual compounded di scount rate equal to the 
Discount Rate. 
 
          Section 3.5. Manner of Payments. All Rent  (whether Periodic Lease 
Rent, Renewal Lease Rent or Supplemental Lease Rent ) shall be paid by the Lessee 
in lawful currency of the United States of America in immediately available 
funds to the recipient not later than 1:00 p.m. (Ne w York City time) on the date 
due. All Rent payable to the Owner Lessor by the Le ssee (other than Excepted 
Payments) shall be paid by the Lessee to the Owner Lessor by payment to the 
Owner Lessor's Account, or to such other place as t he Owner Lessor shall notify 



the Lessee in writing; provided, however, that so l ong as the Lien of the 
Indenture has not been terminated and fully dischar ged, the Owner Lessor hereby 
irrevocably directs (it being agreed and understood  that such direction shall be 
deemed to have been revoked after the Lien of the I ndenture shall have been 
terminated and fully discharged in accordance with its terms), and the Lessee 
agrees, that all payments of Rent (other than Excep ted Payments) payable to the 
Owner 
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Lessor shall be paid to such place as the Indenture  Trustee shall notify the 
Lessee in writing pursuant to the Indenture. Paymen ts constituting Excepted 
Payments shall be made to the Person entitled there to at the address for such 
Person set forth in the Participation Agreement, or  to such other place as such 
Person shall notify the Lessee in writing. 
 
SECTION 4. DISCLAIMER OF WARRANTIES; RIGHT OF QUIET  ENJOYMENT 
 
          Section 4.1. Disclaimer of Warranties. 
 
          (a) Without waiving any claim the Lessee may have against any 
manufacturer, vendor or contractor, THE LESSEE ACKN OWLEDGES AND AGREES SOLELY 
FOR THE BENEFIT OF THE OWNER LESSOR, THE EQUITY INV ESTOR AND THE INDENTURE 
TRUSTEE THAT (i) THE PROJECT AND EACH COMPONENT THE REOF IS OF A SIZE, DESIGN, 
CAPACITY AND MANUFACTURE ACCEPTABLE TO THE LESSEE, (ii) THE LESSEE IS SATISFIED 
THAT THE PROJECT AND EACH COMPONENT THEREOF IS SUITABLE FOR THEIR RESPECTIVE 
PURPOSES, (iii) NEITHER THE OWNER LESSOR NOR THE EQ UITY INVESTOR IS A 
MANUFACTURER OR A DEALER IN PROPERTY OF SUCH KIND, (iv) THE PROJECT IS LEASED 
HEREUNDER TO THE EXTENT PROVIDED HEREBY FOR THE BASIC LEASE TERM AND THE RENEWAL 
LEASE TERMS, IF ANY, SPECIFIED HEREIN SUBJECT TO AL L APPLICABLE LAWS NOW IN 
EFFECT OR HEREAFTER ADOPTED, INCLUDING (1) ZONING R EGULATIONS, (2) ENVIRONMENTAL 
LAWS OR (3) BUILDING RESTRICTIONS, AND IN THE STATE  AND CONDITION OF EVERY PART 
THEREOF WHEN THE SAME FIRST BECAME SUBJECT TO THIS PROJECT LEASE WITHOUT 
REPRESENTATION OR WARRANTY OF ANY KIND BY THE OWNER LESSOR OR THE EQUITY 
INVESTOR AND (v) THE OWNER LESSOR LEASES FOR THE BA SIC LEASE TERM AND THE 
RENEWAL LEASE TERMS, IF ANY, SPECIFIED HEREIN AND T HE LESSEE TAKES THE PROJECT 
UNDER THIS PROJECT LEASE "AS-IS," "WHERE-IS" AND "W ITH ALL FAULTS," AND THE 
LESSEE ACKNOWLEDGES THAT NONE OF THE OWNER LESSOR, THE EQUITY INVESTOR OR THE 
INDENTURE TRUSTEE MAKES NOR SHALL BE DEEMED TO HAVE MADE, AND EACH EXPRESSLY 
DISCLAIMS, ANY AND ALL RIGHTS, CLAIMS, WARRANTIES O R REPRESENTATIONS, EITHER 
EXPRESS OR IMPLIED, AS TO THE VALUE, CONDITION, FIT NESS FOR ANY PARTICULAR 
PURPOSE, DESIGN, OPERATION, MERCHANTABILITY THEREOF OR AS TO THE TITLE OF THE 
PROJECT OR THE OWNER LESSOR'S LEASEHOLD INTEREST, THE QUALITY OF THE MATERIAL OR 
WORKMANSHIP THEREOF OR CONFORMITY THEREOF TO SPECIFICATIONS, FREEDOM FROM 
PATENT, COPYRIGHT OR TRADEMARK INFRINGEMENT, THE ABSENCE OF ANY LATENT OR OTHER 
DEFECT, WHETHER OR NOT DISCOVERABLE, OR AS TO THE A BSENCE OF ANY OBLIGATIONS 
BASED ON STRICT LIABILITY IN TORT OR ANY OTHER EXPR ESS OR IMPLIED REPRESENTATION 
OR WARRANTY WHATSOEVER WITH RESPECT THERETO, except that the Owner Lessor 
represents and warrants that on the Closing Date, t he Project will be free of 
Owner Lessor's Liens. It is agreed that all such ri sks, as between the Owner 
Lessor and the Equity Investor on the one hand and the Lessee on the other hand 
are to be borne by the Lessee with respect to acts,  occurrences or omissions 
during the Project Lease Term. None of the 
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Owner Lessor, the Equity Investor or the Indenture Trustee shall have any 
responsibility or liability to the Lessee or any ot her Person with respect to 
any of the following: (x) any liability, loss or da mage caused or alleged to be 
caused directly or indirectly by the Project or any  Component or by any 



inadequacy thereof or deficiency or defect therein or by any other circumstances 
in connection therewith; (y) the use, operation or performance of the Project or 
any Component thereof or any risks relating thereto ; or (z) the delivery, 
operation, servicing, maintenance, repair, improvem ent, replacement or 
decommissioning of the Project or any Component the reof. The provisions of this 
paragraph (a) of this Section 4.1 have been negotia ted, and, except to the 
extent otherwise expressly stated herein or in Sect ions 3.2(f) and 3.4(f) of the 
Participation Agreement, the foregoing provisions a re intended to be a complete 
exclusion and negation of any representations or wa rranties of the Owner Lessor 
and the Equity Investor, express or implied, with r espect to the Project or any 
Components thereof that may arise pursuant to any A pplicable Law now or 
hereafter in effect or otherwise. 
 
          (b) During the Project Lease Term, so lon g as no Lease Event of 
Default shall have occurred and be continuing, the Owner Lessor hereby appoints 
irrevocably and constitutes the Lessee its agent an d attorney-in-fact, coupled 
with an interest, to assert and enforce, from time to time, in the name and for 
the account of the Owner Lessor and the Lessee, as their interests may appear, 
but in all cases at the sole cost and expense of th e Lessee, whatever claims and 
rights the Owner Lessor may have in respect of the Project or any Component 
thereof against any manufacturer, vendor or contrac tor or under any express or 
implied warranties relating to the Project or any C omponent thereof. 
 
          Section 4.2. Quiet Enjoyment. The Owner L essor agrees that, 
notwithstanding any provision of any other Operativ e Document, so long as no 
Lease Event of Default shall have occurred and be c ontinuing, the Owner Lessor 
shall not interfere with or interrupt the quiet enj oyment of the use, operation 
and possession by the Lessee of the Project or Modi fications thereto during the 
Project Lease Term. 
 
SECTION 5. RETURN OF PROJECT 
 
          Section 5.1. Return. Unless the Lessee sh all have purchased the Owner 
Lessor's Leasehold Interest in accordance with Sect ion 22 hereof, upon 
expiration or early termination of this Project Lea se, the Lessee, at its own 
expense, shall return the Project (together with an y Modifications, title to 
which shall have vested in the Owner Lessor pursuan t to the first sentence of 
Section 8.3) to the Owner Lessor or any transferee or assignee of the Owner 
Lessor by surrendering the Project into the possess ion of the Owner Lessor or 
such transferee or assignee at the Project Site sub ject to the return conditions 
set forth in Sections 5.2 and 5.3. In connection wi th such return, the Lessee 
shall: 
 
               (i) assign, to the extent permitted by Applicable Law, and shall 
          cooperate with all reasonable requests of  the Equity Investor, the 
          Owner Lessor or any transferee or assigne e of either of such parties 
          for purposes of obtaining, or enabling th e Equity Investor, the Owner 
          Lessor or such transferees or assignees t o obtain, any and all 
          Governmental Approvals and licenses, perm its, approvals and consents 
          of any other Persons that are or will be required to be obtained by 
          the Equity 
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          Investor, the Owner Lessor or such transf eree or assignee in 
          connection with the use, operation or mai ntenance of the Project on or 
          after such return in compliance with Appl icable Law; provided that if 
          any such Governmental Approval or other l icense, permit, approval or 
          consent also relates to any other facilit ies, the Lessee and the Owner 
          Lessor shall enter into mutually satisfac tory arrangements so that the 
          Project and such other facilities may eac h be owned, operated and 
          maintained in a commercially reasonable m anner; 
 



               (ii) provide the Owner Lessor or a t ransferee or assignee of 
          Owner Lessor copies of all documents (inc luding all Governmental 
          Approvals and related materials), instrum ents, plans, maps, 
          specifications, manuals, drawings and oth er documentary materials 
          relating to the installation, maintenance , operation, construction, 
          design, modification and repair of the Pr oject as shall be in the 
          Lessee's possession and shall be reasonab ly appropriate or necessary 
          for the continued operation of the Projec t; and 
 
               (iii) assign to the Owner Lessor, or  its designee, any Project 
          Document requested by the Owner Lessor by  an appropriate instrument of 
          transfer in form and substance reasonably  satisfactory to the Owner 
          Lessor and prepared by and at the expense  of the Lessee. 
 
Upon such return, the right to use the Project gran ted hereunder for the benefit 
of the Lessee shall cease and terminate. 
 
          Section 5.2. Condition Upon Return. At th e time of the return of the 
Project by the Lessee to the Owner Lessor or any tr ansferee or assignee of the 
Owner Lessor pursuant to Section 5.1, the following  conditions shall be complied 
with, all at the Lessee's sole cost and expense; pr ovided that clauses (a), (b) 
and (d) shall not apply to any return pursuant to S ection 10 and clause (b) 
(solely with respect to compliance with Section 8) shall not apply to any 
termination pursuant to Section 14: 
 
          (a) the Project shall be in at least as g ood condition as it would 
have been in if it had been maintained in the manne r required by the terms of 
this Project Lease and shall be free and clear of a ll Liens (other than 
Permitted Liens described in clause (a)-(c), (f), ( g) and (j) of the definition 
thereof); 
 
          (b) the Project shall be in compliance wi th Sections 7 and 8; 
 
          (c) no Component shall be a temporary com ponent and any replacement 
component shall satisfy the standards of Section 7. 2; 
 
          (d) if this Project Lease is being termin ated and the Owner Lessor's 
Leasehold Interest is being transferred to a third party pursuant to Section 13 
or Section 14, the Lessee, at the request of the Ow ner Lessor, shall enter into 
arrangements with such third party reasonably accep table to such third party to 
permit such third party access to and use of the Pr oject and the Project Site; 
and 
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          (e) the Lessee, at the request of the Own er Lessor made in accordance 
with Section 8.4, shall sell to the Owner Lessor (o r its transferee or assignee) 
on the date set forth in Section 8.4 at the then Fa ir Market Sales Value thereof 
each Removable Modification to the Project requeste d by the Owner Lessor, and/or 
the Expansion Project, subject in each case to all existing Liens. The fees and 
expenses of the Independent Appraiser(s) incurred p ursuant to this clause (e) 
shall be paid by the Owner Lessor. If the Owner Les sor determines not to 
purchase any Removable Modification (which may incl ude the Expansion Project) 
the Lessee, at its expense, shall remove such Remov able Modification from the 
Project Site no later than the expiration or termin ation date of the Project 
Lease without damaging or otherwise adversely affec ting the Project. 
 
          Section 5.3. Environmental Reports; Clean -up. 
 
          (a) In connection with the return of the Project to the Owner Lessor 
pursuant to this Section 5, the Lessee shall, at it s own expense, provide the 
Owner Lessor and, so long as the Lien of the Indent ure shall not have been 
terminated and fully discharged, the Indenture Trus tee (i) not earlier than nine 



(9) months nor later than three (3) months prior to  the expiration date of the 
Basic Lease Term or the last Renewal Lease Term ele cted by the Lessee, (ii) in 
connection with any return pursuant to Section 10, 13 or 14, no later than three 
(3) months prior to the expiration of this Project Lease or (iii) in connection 
with any return pursuant to Section 17, as promptly  as possible after such 
return (but, so long as reasonable access is provid ed, within 45 days after such 
return), a phase I environmental report including a  compliance with 
Environmental Laws audit (together referred to as " phase I survey") addressed to 
the Owner Lessor and, so long as the Lien of the In denture has not been 
terminated and fully discharged, the Indenture Trus tee, as to the environmental 
condition of the Project, the presence or absence o f any Environmental 
Conditions and compliance or noncompliance with app licable Environmental Laws. 
Such phase I survey shall have been performed not e arlier than 90 days prior to 
the date such phase I survey is provided to the Own er Lessor, by a reputable 
environmental consulting firm (selected by the Less ee and reasonably acceptable 
to the Equity Investor), and shall be in form and s cope reasonably satisfactory 
to the Equity Investor and, if the Lien of the Inde nture shall not have been 
terminated and fully discharged, the Indenture Trus tee. The phase I survey will 
only be expanded to a phase II environmental survey  if and only if, as a result 
of the phase I survey, facts are revealed that woul d reasonably require further 
investigation in order to assess the environmental condition of the Project, the 
presence or absence of any Environmental Conditions , or compliance or 
noncompliance with applicable Environmental Laws. T he provisions of such 
environmental surveys shall not relieve the Lessee of any indemnification 
obligation or liability with respect to Environment al Conditions existing at the 
time of such return, whether known or unknown, in r espect of the Project. 
 
          (b) If the phase I survey (and phase II e nvironmental survey, if 
necessary) delivered pursuant to Section 5.3(a) ind icates that any action 
(including cleaning, investigation, abatement, corr ection, removal or 
remediation) is then required under any then applic able Environmental Laws 
(whether indicated in the phase I survey or phase I I environmental survey or 
otherwise and including any action then required un der applicable Environmental 
Laws for the Project to be then in compliance with such Laws), the Lessee shall, 
at its own expense, within 90 days of the Owner Les sor having received such 
survey provide the Owner Lessor and, so long 
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as the Lien of the Indenture shall not have been te rminated and fully 
discharged, the Indenture Trustee, with a remediati on plan reasonably 
satisfactory to the Equity Investor and, if the Lie n of the Indenture shall not 
have been terminated and fully discharged, the Inde nture Trustee, designed to 
effect compliance with applicable Environmental Law s and the return conditions 
set forth in this Section 5 as promptly as is reaso nably practical (and in any 
event prior to the expiration of the Project Lease Term) and without materially 
adversely affecting the continued operation of the Project. To the extent that 
any action (including cleaning, investigation, abat ement, correction, removal or 
remediation) required to be taken under this Sectio n 5.3(b) cannot reasonably be 
completed prior to expiration or termination of thi s Project Lease, the Lessee 
shall complete such action (including cleaning, inv estigation, abatement, 
correction, removal or remediation) as promptly the reafter as is reasonably 
practical, and in addition the Lessee shall provide  to the Owner Lessor and, so 
long as the Lien of the Indenture shall not have be en terminated and fully 
discharged, the Indenture Trustee, (x) adequate fin ancial assurance during such 
period following such expiration or termination of this Project Lease or (y) an 
agreement from an entity that meets the Minimum Cre dit Rating that such 
obligations shall be satisfied. The obligations of the Lessee set forth in this 
Section 5.3(a) and (b) shall survive the terminatio n of this Project Lease and 
the expiration of the Project Lease Term. 
 
          Section 5.4. Expenses. The Lessee agrees to pay or reimburse, on an 
After-Tax Basis, on demand, all reasonable costs an d expenses incurred by the 



Owner Lessor, the Equity Investor, the Indenture Tr ustee and any Noteholder in 
connection with any return contemplated by this Sec tion 5. 
 
SECTION 6. LIENS 
 
     The Lessee will not directly or indirectly cre ate, incur, assume or suffer 
to exist any Lien on or with respect to the Project  (or any Component thereof), 
the Project Site, the Lessee's Interest in the Geot hermal Resource or the Owner 
Lessor's interest therein, except Permitted Liens, and the Lessee shall promptly 
notify the Owner Lessor of the imposition of any su ch Lien of which the Lessee 
is aware and shall promptly, at its own expense, ta ke such action as may be 
necessary to fully discharge and release any such L ien. 
 
SECTION 7. MAINTENANCE; REPLACEMENTS OF COMPONENTS 
 
          Section 7.1. Maintenance. The Lessee, at its own cost and expense, 
will (a) cause the Project to be maintained in good  condition, repair and 
working order (ordinary wear and tear excepted) and  in any event in all material 
respects (i) in accordance with Prudent Industry Pr actice, (ii) in compliance 
with all Applicable Laws of any Governmental Entity  having jurisdiction, 
including all Environmental Laws (provided, however , that the Lessee may, in 
good faith and by appropriate proceedings, diligent ly contest the validity or 
application of any Applicable Law in any reasonable  manner which does not 
involve any danger of (A) foreclosure, sale, forfei ture or loss of, or 
imposition of a Lien (other than a de minimis Lien)  on, such Project, (B) impair 
(other than in a de minimis fashion) the use, opera tion or maintenance of such 
Project in any respect, (C) any criminal liability being incurred by the Equity 
Investor, the Owner Lessor, the Indenture Trustee o r any Noteholder, (D) the 
Equity Investor, the Owner Lessor, the Indenture Tr ustee or any Noteholder being 
subject to any unindemnified civil liability or of the 
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Equity Investor or the Owner Lessor being subject t o regulation as a public 
utility under Applicable Law or (E) any Material Ad verse Effect); and (iii) in 
accordance with the terms of all insurance policies  required to be maintained 
pursuant to Section 11 and (b) cause to be made, at  its own cost and expense, 
all repairs, renewals, replacements, betterments an d improvements thereof, all 
as may be necessary so that the Project may be oper ated in accordance with its 
intended purposes. 
 
          Section 7.2. Replacement of Components. I n the ordinary course of 
maintenance, service, repair or testing of the Proj ect or any Component the 
Lessee, at its own cost and expense, may remove or cause or permit to be removed 
from the Project any Component; provided, however, that the Lessee shall (a) 
cause such Component to be replaced by a replacemen t Component which shall be 
free and clear of all Liens (except Permitted Liens  described in clauses 
(a)-(c), (e) (solely for amounts not yet delinquent ), (f), (g) or (j) of the 
definition thereof) and in at least as good operati ng condition as the Component 
replaced, assuming that the Component replaced was maintained in accordance with 
this Project Lease (each such replacement Component  being herein referred to as 
a "Replacement Component") and (b) cause such repla cement to be performed in a 
manner which does not (i) decrease by more than a d e minimis amount the current 
or residual value, remaining useful life or utility  of the Project below the 
current or residual value, the remaining useful lif e or the utility thereof 
immediately prior to such replacement (assuming the  Project and such Component 
thereof was then in the condition required to be ma intained by the terms of this 
Project Lease), (ii) cause the Project to become "l imited-use" property within 
the meaning of Rev. Proc. 2001-28, 2001-1 C.B. 1156  or (iii) cause the Lessee or 
the Owner Lessor to be in default under any applica ble term or provision of any 
Operative Document. If any Component to the Project  that is subject to this 
Project Lease is at any time removed from the Proje ct, such Component shall 
remain subject to this Project Lease, wherever loca ted, until such time as such 



Component shall be replaced by a Replacement Compon ent which has been 
incorporated in the Project and which meets the req uirements for Replacement 
Components specified above. Immediately upon any Re placement Component becoming 
incorporated in the Project, without further act (a nd at no cost to the Owner 
Lessor and with no adjustment to the Head Lease Ren t, Periodic Lease Rent, 
Allocated Rent, Proportional Rent or Renewal Lease Rent), (x) the replaced 
Component shall no longer be subject to this Projec t Lease, (y) such replaced 
Component shall be free and clear of all rights of the Owner Lessor and the 
Indenture Trustee, and (z) the Replacement Componen t shall become subject to the 
Head Lease and this Project Lease and, so long as t he Lien of the Indenture 
shall not have been terminated and fully discharged , the Lien of the Indenture, 
and (ii) be deemed a part of the Project for all pu rposes of this Project Lease. 
Notwithstanding anything in this Section 7.2 or els ewhere in this Project Lease 
to the contrary, if the Lessee has determined that a Component is surplus or 
obsolete, it shall have the right to remove such Co mponent without replacing it; 
provided, that no such Component may be so removed without being replaced if 
such removal would decrease by more than a de minim is amount the current or 
residual value, remaining useful life or utility of  the Project below the 
current or residual value, the remaining useful lif e or the utility thereof 
immediately prior to such removal (assuming the Pro ject was then in the 
condition required to be maintained by the terms of  this Project Lease) or cause 
the Project to become "limited-use" property within  the meaning of Rev. Proc. 
2001-28, 2001-1 C.B. 1156. 
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SECTION 8. MODIFICATIONS 
 
          Section 8.1. Required Modifications. The Lessee, at its own cost and 
expense, shall make or cause to be made all Modific ations to the Project as are 
required (a) by Applicable Law (provided, however, that the Lessee may, in good 
faith and by appropriate proceedings, diligently co ntest the validity or 
application of any Applicable Law in any reasonable  manner which (i) does not 
involve any danger of foreclosure, sale, forfeiture  or loss of, or imposition of 
a Lien on, the Project or any material part thereof  or impair the use, operation 
or maintenance of the Project in any material respe ct, and (ii) could not result 
in any criminal liability being incurred by, or cou ld not reasonably be expected 
to have any material adverse effect on the interest s of, the Equity Investor (or 
any Affiliate thereof) or the Owner Lessor, includi ng subjecting the Equity 
Investor (or any Affiliate thereof) or the Owner Le ssor to regulation as a 
public utility under Applicable Law solely as a res ult of such contest; 
provided, that no such contest may extend beyond th e expiration or early 
termination of this Project Lease) or (b) to mainta in in effect any insurance 
required to be maintained by the Lessee under any O perative Document 
Modifications (each, a "Required Modification"). In  connection with the making 
of any Required Modification, the Lessee shall proc ure all consents (including, 
to the extent applicable, consents from the Power P urchaser under the Power 
Purchase Agreement) and approvals from any Governme ntal Entity having 
jurisdiction. 
 
          Section 8.2. Optional Modifications. The Lessee at any time may, at 
its own cost and expense, make or cause or permit t o be made any Modification to 
the Project as the Lessee considers necessary or de sirable in the proper conduct 
of its business (any such Modification that is not a Required Modification being 
referred to as an "Optional Modification"), provide d that the Lessee shall not 
make and shall prevent from being made any Optional  Modification to the Project 
that would (i) decrease by more than a de minimis a mount the current or residual 
value, utility or remaining useful life of the Proj ect below the current or 
residual value, utility or remaining useful life of  the Project immediately 
prior to such Modification assuming the Project was  then in the condition 
required to be maintained by the terms of this Proj ect Lease or (ii) cause the 
Project to become "limited-use" property, within th e meaning of Rev. Proc. 
2001-28, 2001-1 C.B. 1156, and no such Optional Mod ification shall be made 



unless (x) the Lessee provides to the Owner Lessor and, so long as the Lien of 
the Indenture shall not have been terminated and fu lly discharged, the Indenture 
Trustee a certification from the Geothermal Consult ant that such Modification is 
not reasonably expected materially and adversely to  affect the Owner Lessor's 
rights under the Sublease of Resource Sublease or o therwise materially reduce or 
impair the Geothermal Resource available to the Les see pursuant to the Resource 
Sublease Partial Assignment for the purpose of sati sfying its obligations under 
the Power Purchase Agreement, (y) the Lessee shall have received all consents 
(including, to the extent applicable, consents from  the Power Purchaser under 
the Power Purchase Agreement) and approvals from an y Governmental Entity having 
jurisdiction and (z) such Modification could not re asonably be expected to have 
a Material Adverse Effect (collectively, the "Impro vement Conditions"). 
 
          Section 8.3. Modifications Subject to Hea d Lease. All (a) Required 
Modifications (including Severable Modifications th at are Required 
Modifications), (b) Nonseverable Modifications and (c) Modifications financed by 
the Owner Lessor by an 
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Additional Equity Investment or a Supplemental Fina ncing pursuant to Section 
11.1 of the Participation Agreement shall (without adjustment to the Head Lease 
Rent (except as set forth in Section 11.2 of the Pa rticipation Agreement) or, 
except as provided herein or in Section 11.2 of the  Participation Agreement, 
Periodic Lease Rent, Allocated Rent, Proportional R ent or Renewal Lease Rent) 
immediately (i) become subject to the Head Lease an d this Project Lease and, so 
long as the Lien of the Indenture shall not have be en terminated and fully 
discharged, the Owner Lessor's Leasehold Interest t herein shall immediately 
become subject to the Lien of the Indenture, and (i i) be deemed part of the 
Project for all purposes of this Project Lease and the other Operative 
Documents. The Lessee, at its own cost and expense,  shall take such steps as the 
Owner Lessor and, so long as the Lien of the Indent ure shall not have been 
terminated and fully discharged, the Indenture Trus tee may reasonably require 
from time to time to confirm that such Modification s are subject to the Head 
Lease and this Project Lease and, so long as the Li en of the Indenture shall not 
have been terminated and fully discharged, the Owne r Lessor's interest therein 
are subject to the Lien of the Indenture. Optional Modifications which are 
Severable Modifications and which are not financed by the Owner Lessor by an 
Additional Equity Investment or a Supplemental Fina ncing pursuant to Section 
11.1 of the Participation Agreement are referred to  herein as "Removable 
Modifications"). All Modifications other than Remov able Modifications shall 
become subject to the Head Lease, this Project Leas e and the Lien of the 
Indenture. The parties agree that the Well Improvem ents are Nonseverable 
Modifications. 
 
          Section 8.4. Purchase of Removable Modifi cations and Expansion 
Project. Unless this Project Lease shall have soone r terminated, not later than 
twenty (20) days prior to the Basic Lease Term Expi ration Date (or any Renewal 
Term then in effect), the Lessee shall notify the O wner Lessor of all Removable 
Modifications which have not been removed from the Project. The Owner Lessor 
shall have the right to purchase any Removable Modi fications made to the Project 
including those with respect to the Expansion Proje ct which have not been 
removed from the Project. The Owner Lessor may only  exercise the purchase option 
described in the immediately preceding sentence by irrevocable written notice to 
the Lessee. The purchase price for Removable Modifi cations and the Expansion 
Project to be purchased by the Owner Lessor shall b e the then Fair Market Sales 
Value as determined pursuant to Section 5.2(e). The  Lessee may, at the Lessee's 
cost and expense, remove any Removable Modification s, including the Expansion 
Project that the Owner Lessor has not elected to pu rchase. The Lessee shall (at 
the Lessee's cost and expense) repair any damage to  the Project caused by the 
removal by the Lessee of any Removable Modification  including those with respect 
to the Expansion Project. Any Removable Modificatio n to the Project including 
those with respect to the Expansion Project which a re not removed by the Lessee 



at or prior to the expiration or early termination of the Project Lease shall 
become subject to the Head Lease (at no cost to the  Owner Lessor). 
 
SECTION 9. NET LEASE 
 
     This Project Lease is a "net lease" and the Le ssee's obligation to pay all 
Rent, including Periodic Lease Rent, Renewal Lease Rent and Supplemental Rent 
payable hereunder, (and the accrual of Allocated Re nt) shall be absolute and 
unconditional under any and all circumstances and s hall not be terminated, 
extinguished, diminished, lost, setoff (except as e xpressly provided herein) or 
otherwise impaired by any circumstance of any chara cter, including by (i) any 
claim, setoff, counterclaim, recoupment, defense or  other right which the Lessee 
may have against the 
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Owner Lessor, the Equity Investor, the Indenture Tr ustee, any of their 
respective Affiliates or any other Person, includin g any claim as a result of 
any breach by any of said parties of any covenant o r provision in this Project 
Lease or any other Operative Document, (ii) any lac k or invalidity of title or 
any defect in the title, condition, design, operati on, merchantability or 
fitness for use of the Project or any Component or any portion of any thereof, 
or any eviction by paramount title or otherwise, or  any unavailability of the 
Project, the Lessee's interest in the Geothermal Re source, the Project Site, any 
Component or any portion of either thereof, any oth er portion of the Project, or 
any part thereof, (iii) any loss, theft or destruct ion of, or damage to, the 
Project or any Component or any portion of any ther eof or interruption or 
cessation in the use or possession thereof or any p art thereof by the Lessee for 
any reason whatsoever and of whatever duration, (iv ) the condemnation, 
requisitioning, expropriation, seizure or other tak ing of title to or use of the 
Project Site, the Project, the Lessee's interest in  the Geothermal Resource, any 
Component or any portion thereof by any Governmenta l Entity or otherwise, (v) 
the invalidity or unenforceability (or allegation o f invalidity or 
unenforceability) or lack of due authorization or o ther infirmity of this 
Project Lease or any other Operative Document, (vi)  the lack of right, power or 
authority of the Owner Lessor to enter into this Pr oject Lease or any other 
Operative Document, (vii) any ineligibility of the Project or any Component or 
any portion of any thereof for any particular use, whether or not due to any 
failure of the Lessee to comply with any Applicable  Law, (viii) any event of 
"force majeure" or any frustration of purpose, (ix)  any legal requirement 
similar or dissimilar to the foregoing, any present  or future law to the 
contrary notwithstanding, (x) any insolvency, bankr uptcy, reorganization or 
similar proceeding by or against the Lessee or any other Person, (xi) any Lien 
of any Person with respect to the Project Site, the  Project, any Component or 
any portion of any thereof or any part thereof, (xi i) any prohibition, 
limitation or restriction of Lessee's use of all or  any part of the Project, the 
Project Site or any portion thereof or any interest  therein or the interference 
with such use by any Person, (xiii) the termination  or loss of the Project Site 
or any portion thereof, any other lease, sublease, right-of-way, easement or 
other interest in personal or real property upon or  to which any portion of the 
Project is located, attached or appurtenant or in c onnection with which any 
portion of the Project is used or otherwise affects  or may affect the Project or 
any right thereto, (xiv) any defect in the title to , or the existence of any 
Lien with respect to the Project or any act of circ umstances that may constitute 
an eviction or constructive eviction, failure of co nsideration or commercial 
frustration of purpose, (xv) any breach, default or  misrepresentation by Owner 
Lessor or any other Person under this Project Lease  or any of the other 
Operative Documents, (xvi) any failure, omission or  delay on the part of any 
Person to exercise any right, power or remedy under  any Operative Document, 
(xvii) the taking or omission of any of the actions  referred to in any of the 
Operative Documents or (xviii) any other cause, whe ther similar or dissimilar to 
the foregoing, any present or future law notwithsta nding; except as expressly 
set forth herein or in any other Operative Document , it being the intention of 



the parties hereto that all Rent, including all Per iodic Lease Rent, Renewal 
Lease Rent and Supplemental Rent payable hereunder,  shall continue to be payable 
by the Lessee hereunder, and Allocated Rent shall c ontinue to accrue in each 
case and in all events in the manner and at times p rovided for herein. Such 
Rent, including Periodic Lease Rent or Renewal Leas e Rent and Supplemental Lease 
Rent shall not be subject to any abatement and the payments thereof shall not be 
subject to any setoff or reduction for any reason w hatsoever, including any 
present or future claims of the Lessee or any other  Person against the Owner 
Lessor or any other Person under this Project Lease  or otherwise. To the extent 
permitted by Applicable Law, the Lessee hereby waiv es any and all rights which 
it may 
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now have or which at any time hereafter may be conf erred upon it, by 
statute or otherwise, to terminate, cancel, quit or  surrender this Project Lease 
except in accordance with Section 10, 13, 14 or 22.  If for any reason whatsoever 
this Project Lease shall be terminated in whole or in part by operation of law 
or otherwise, except as specifically provided herei n, the Lessee nonetheless 
agrees, to the extent permitted by Applicable Law, to pay to the Owner Lessor an 
amount equal to each installment of Periodic Lease Rent (or, in connection with 
a termination of a Renewal Lease Term, Renewal Leas e Rent) and all Supplemental 
Lease Rent due and owing, at the time such payment would have become due and 
payable in accordance with the terms hereof had thi s Project Lease not been so 
terminated. Nothing contained herein shall be const rued to waive any claim which 
the Lessee might have under any of the Operative Do cuments or otherwise or to 
limit the right of the Lessee to make any claim it might have against the Owner 
Lessor or any other Person or to pursue such claim in such manner as the Lessee 
shall deem appropriate. 
 
SECTION 10. EVENTS OF LOSS 
 
          Section 10.1. Occurrence of Events of Los s. (a) The Owner Lessor will 
promptly notify, or will cause the Equity Investor to promptly notify, the 
Lessee upon obtaining Actual Knowledge of any event  that upon election of the 
Equity Investor would result in a Regulatory Event of Loss; provided that the 
failure to deliver such notice shall not result in any liability to the Owner 
Lessor or the Equity Investor. If an Event of Loss described in clause (a) or 
(b) of the definition of such term shall occur or a n event shall occur which 
could become an Event of Loss as described in claus e (c) of such term, then the 
Lessee shall promptly notify the Owner Lessor and, so long as the Lien of the 
Indenture shall not have been terminated and fully discharged, the Indenture 
Trustee of the occurrence thereof. In the case of a n Event of Loss described in 
clause (a) or (b) of the definition thereof, the Le ssee may elect to rebuild or 
replace the damaged Project, provided (i) no Lease Default or Lease Event of 
Default has occurred and is continuing (other than any Lease Default or Lease 
Event of Default that would be cured by such rebuil ding), (ii) notice of such 
election has been given to the Owner Lessor and, so  long as the Lien of the 
Indenture shall not have been terminated and fully discharged, the Indenture 
Trustee within 30 days of the date of the occurrenc e of the Event of Loss and 
(iii) the conditions set forth in Section 10.3(a) s hall have been satisfied. 
 
     If the Lessee fails to duly satisfy the condit ions set forth in Section 
10.3(a), the Lessee will be deemed to have made the  election to terminate this 
Project Lease pursuant to Section 10.1(b) as of the  end of the 30 day period 
referred to in the previous paragraph. If the Lesse e satisfies the conditions in 
Section 10.3(a), but fails to satisfy the condition s in Section 10.3(b), (c) or 
(d), the Lessee will be deemed to have elected the termination option as of the 
last day of the month in which the Owner Lessor has  given notice of such 
failure. 
 
          (b) If (i) an Event of Loss described in clause (a) or (b) of the 
definition of such term shall have occurred and the  Lessee shall have elected 



(or shall be deemed to have elected) not to rebuild  or replace the Project 
pursuant to Section 10.1(a) hereof, or (ii) an Even t of Loss described in clause 
(c) of the definition of Event of Loss shall occur or (iii) a Regulatory Event 
of Loss shall occur, then, (x) in the case of claus e (i) above, on the next 
Termination Date occurring at least 30 days after s uch election or deemed 
election or (y) in the case of clause (ii) above, o n the Termination Date next 
occurring (1) at least six months after the occurre nce of 
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such Event of Loss or (2) if earlier, at least 30 d ays after receipt of Casualty 
Insurance Proceeds or Requisition Proceeds in respe ct of such Event of Loss, or 
(z) in the case of clause (iii) above, on the Termi nation Date next occurring at 
least three months after the occurrence of such Reg ulatory Event of Loss the 
Lessee shall terminate this Project Lease. In conne ction with any such 
termination arising as a result of an Event of Loss  described in clause (a), (b) 
or (c) of the definition thereof, if the Lessee sha ll have elected not to 
rebuild or replace the Project, the Owner Lessor ma y elect to retain the Project 
and pay the outstanding principal and accrued and u npaid interest on the Senior 
Notes; provided however, that if the Owner Lessor e lects to retain the Project 
it shall notify the Lessee at least 30 days prior t o such Termination Date and 
shall deliver to the Indenture Trustee a letter of credit of an Acceptable 
Letter of Credit Provider with a maximum drawing am ount equal to not less than 
the principal and interest which would be payable o n the Senior Notes. If the 
Owner Lessor elects to retain the Project as provid ed above, then the Lessee 
shall, on such Termination Date, pay to the Owner L essor (A) all amounts of any 
unpaid Periodic Lease Rent and Renewal Lease Rent d ue on or before such 
Termination Date, plus (B) all amounts of Supplemen tal Lease Rent (including 
reasonable documented out-of-pocket costs and expen ses incurred in connection 
with such Event of Loss by the Owner Lessor, the Eq uity Investor, and the 
Indenture Trustee) due and payable on or before suc h Termination Date. If the 
Owner Lessor fails to elect to retain the Project a s provided above, Lessee 
shall offer (and unless the Lessor elects to retain  the Project, such offer 
shall be deemed accepted) to purchase, subject to t he rights of any insurers 
under policies maintained by the Lessee, on such Te rmination Date the Owner 
Lessor's Leasehold Interest by paying or causing to  be paid (1) the Termination 
Value determined as of such Termination Date, plus (2) any unpaid Periodic Lease 
Rent and Renewal Lease Rent due on or before such T ermination Date, plus (3) all 
other Supplemental Lease Rent (including reasonable  documented out-of-pocket 
costs and expenses incurred in connection with such  Event of Loss by the Owner 
Lessor, the Equity Investor and the Indenture Trust ee) due and payable on or 
prior to such Termination Date. Upon the payment of  all sums required to be paid 
pursuant to this Section 10.1(b), (i) Allocated Ren t shall cease to accrue and 
the obligation to pay Periodic Lease Rent or Renewa l Lease Rent shall cease, 
(ii) the Lessee shall cease to have any other liabi lity to the Owner Lessor, the 
Equity Investor, or the Indenture Trustee except fo r Supplemental Lease Rent and 
other obligations (including those under Sections 9 .1 and 9.2 of the 
Participation Agreement and the Tax Indemnity Agree ment) surviving pursuant to 
the express terms of any Operative Document, (iii) the Owner Lessor shall pay 
the outstanding principal and accrued and unpaid in terest on the Senior Notes, 
(iv) this Project Lease, the Head Lease, the Sublea se of the Power Plant 
Sublease and the Real Estate Documents related ther eto shall terminate, (v) the 
Owner Lessor shall, at the Lessee's cost and expens e, execute and deliver to the 
Lessee a release and termination of this Project Le ase, the Head Lease, the 
Sublease of the Power Plant Sublease and the Real E state Documents related 
thereto, (vi) the Owner Lessor shall transfer (by a n appropriate instrument of 
transfer in form and substance reasonably satisfact ory to the Owner Lessor and 
prepared by and at the expense of the Lessee) the O wner Lessor's Leasehold 
Interest to the Lessee on an "as is, where is" and "with all faults" basis, 
without representations or warranties other than a warranty as to the absence of 
Owner Lessor's Liens and a warranty of the Equity I nvestor as to the absence of 
Equity Investor's Liens and (vii) the Owner Lessor shall use all reasonable 
efforts to cause the Indenture Trustee to discharge  the Lien of the Indenture 



and shall execute and deliver appropriate releases and other documents or 
instruments necessary or desirable to effect the fo regoing, all to be prepared, 
filed and recorded (as appropriate) at the cost and  expense of the Lessee. 
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          Section 10.2. Application of Payments. 
 
          (a) All Requisition Proceeds received at any time by the Owner Lessor 
or the Lessee from any Governmental Entity as a res ult of the occurrence of an 
Event of Loss described in clause (c) of the defini tion of Event of Loss and all 
Casualty Insurance Proceeds received as a result of  the occurrence of an Event 
of Loss described in clause (a) or (b) of the defin ition of Event of Loss shall 
be applied as follows: 
 
               (i) in the event that the Owner Less or elects to retain the 
          Project pursuant to Section 10.1(b), all such Requisition Proceeds and 
          all Casualty Insurance Proceeds shall be promptly paid to the Owner 
          Lessor; 
 
               (ii) in the event that the Owner Les sor elects not to retain the 
          Project pursuant to Section 10.1(b), then  all such payments received 
          at any time by the Lessee shall be prompt ly paid to the Owner Lessor 
          or if the Lien of the Indenture shall not  have been terminated and 
          fully discharged, to or at the direction of the Indenture Trustee, for 
          application pursuant to the following pro visions of this Section 10.2: 
 
                    (A) so much of such payments as  shall not exceed the Rent 
               required to be paid by the Lessee pu rsuant to Section 10.1(b) 
               shall be applied in reduction of the  Lessee's obligation to pay 
               such amount if not already paid by t he Lessee or, if already paid 
               by the Lessee, shall, so long as no Lease Default or Lease Event 
               of Default shall have occurred and b e continuing, be applied to 
               reimburse the Lessee for its payment  of the Termination Value 
               portion of such amount; and 
 
                    (B) the balance, if any, of suc h payments remaining 
               thereafter shall be apportioned betw een the Owner Lessor and the 
               Lessee as their interests may appear . 
 
     Notwithstanding the foregoing, if the Lessee s hall have decided to rebuild 
or replace the Project pursuant to Section 10.1(a),  any Casualty Insurance 
Proceeds received by the Owner Lessor, the Indentur e Trustee or the Lessee as a 
result of the occurrence of an Event of Loss descri bed in clause (a) or (b) of 
the definition of Event of Loss shall be paid to th e Depositary Bank, deposited 
into the Loss Proceeds Account and applied as provi ded in the Depositary 
Agreement. 
 
          Section 10.3. Conditions to Lessee's Righ t to Rebuild or Replace. (a) 
The Lessee's right to rebuild or replace the Projec t pursuant to Section 10.1(a) 
shall be subject to the fulfillment, at the Lessee' s sole cost and expense, of 
the conditions contained in said clause (a), and th e following additional 
conditions: 
 
               (i) receipt by the Equity Investor a nd, so long as the Lien of 
          the Indenture shall not have been termina ted and fully discharged, the 
          Indenture Trustee, on or prior to the dat e on which the election to 
          rebuild has been delivered pursuant to th e third sentence of Section 
          10.1(a), of: (A) a report of the Engineer ing Consultant 
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          or another independent engineer, such oth er engineer and such report 
          to be satisfactory to the Equity Investor  and, so long as the Lien of 
          the Indenture has not been terminated and  fully discharged, the 
          Indenture Trustee (and if the Lessee's in terest in the Geothermal 
          Resource is affected by such Event of Los s a report of the Geothermal 
          Consultant or another independent geother mal consultant, such other 
          geothermal consultant and such report to be satisfactory to the Equity 
          Investor and, so long as the Lien of the Indenture shall not have been 
          terminated and fully discharged, the Inde nture Trustee) to the effect 
          that (1) the rebuilding or replacement of  the Project is 
          technologically feasible and economically  viable with the Casualty 
          Insurance Proceeds paid or payable as a r esult of such damage to the 
          Project together with all funds that the Lessee has agreed in writing 
          to provide (in form and substance satisfa ctory to the Owner Lessor 
          and, so long as the Lien of the Indenture  shall not have been 
          terminated and fully discharged, the Inde nture Trustee), the 
          availability of such funds as required to  be guaranteed by an 
          Acceptable Letter of Credit Provider whos e right to reimbursement 
          shall be limited to funds of the Lessee w hich are not subject to the 
          Liens created under the Depositary Agreem ent, (2) it is reasonable to 
          expect that such rebuilding or replacemen t can be completed within 
          eighteen months from the date on which th e Event of Loss occurred (the 
          "Rebuilding Measuring Date") but, in any event, no later than the last 
          day of the Project Lease Term unless Sect ion 15.6 shall be applicable 
          and (3) it is reasonable to assume that t he total net energy produced 
          by the Project at 12 and 18 months, respe ctively, after the Rebuilding 
          Measuring Date is equal to 40% and 100%, respectively, of the total 
          net energy produced by the Project in the  last full calendar year 
          immediately preceding the Event of Loss, and (B) an appraisal of an 
          appraiser selected by the Lessee, such ap praiser and such appraisal to 
          be reasonably acceptable to the Equity In vestor and, so long as the 
          Lien of the Indenture shall not have been  terminated and fully 
          discharged, the Indenture Trustee, to the  effect that the Project, 
          after completion of the rebuilding or rep lacement, will have at least 
          the same current and residual value, util ity and remaining useful life 
          as the Project immediately prior to the E vent of Loss (assuming the 
          Project was then in the condition require d by the terms of this 
          Project Lease), and (C) an Officer's Cert ificate of the Lessee, which 
          shall be reasonably satisfactory as to fo rm and substance to the 
          Equity Investor and, so long as the Lien of the Indenture shall not 
          have been terminated and fully discharged , the Indenture Trustee, to 
          the effect that (1) no Lease Default or L ease Event of Default shall 
          have occurred and be continuing, (2) the Lessee has adequate financial 
          resources, from insurance proceeds or oth erwise, to complete such 
          rebuilding or replacement and to perform its other obligations under 
          the Operative Documents, including the pa yment of Rent, (3) the Power 
          Purchase Agreement will stay in effect du ring the period of rebuilding 
          or replacement, (4) the Lease Rent Covera ge Ratio during the period of 
          rebuilding or replacement will be not les s than 1.00 to 1.00 (taking 
          into account all proceeds received from B usiness Interruption 
          insurance) and (5) such rebuilding will n ot result in the Project 
          being "limited use" property within the m eaning of Rev. Proc. 2001-28, 
          2001-1 C.B. 1156. 
 
               (ii) receipt by the Equity Investor on or prior to the date on 
          which the election to rebuild or replace has been delivered pursuant 
          to the third sentence of 
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          Section 10.1(a), of (A) a legal opinion o f independent tax counsel 



          selected by the Equity Investor and reaso nably satisfactory to the 
          Lessee to the effect that such rebuilding  or replacement will not 
          result in any incremental tax risks to th e Equity Investor, and (B) an 
          indemnity (with verification, tax savings , and contest rights 
          provisions substantially the same as thos e set forth in the Tax 
          Indemnity Agreement) against any tax risk s resulting from the rebuild 
          or replacement of the Project in form and  substance reasonably 
          satisfactory to the Equity Investor from the Lessee; 
 
               (iii) no material adverse accounting  effect on the Equity 
          Investor shall be caused by such rebuildi ng or replacement; and 
 
               (iv) the Lessee shall have demonstra ted to the reasonable 
          satisfaction of the Owner Lessor and, so long as the Lien of the 
          Indenture shall not have been terminated and fully discharged, the 
          Indenture Trustee (A) the absence of any Lease Default or Lease Event 
          of Default (other than any Lease Default or Lease Event of Default 
          that would be cured by such rebuilding), and (B) that all Governmental 
          Approvals required in connection with the  work done or proposed to be 
          done have been obtained or can reasonably  be expected to be obtained 
          on or prior to the date required in conne ction therewith. 
 
          (b) If the conditions to the rebuilding o r replacement of the Project 
set forth in paragraph (a) of this Section 10.3 hav e been fulfilled, the Lessee 
shall cause the rebuilding or replacement to commen ce as soon as practicable, 
and in any event within twelve (12) weeks of the Re building Measuring Date and 
will cause work on such rebuilding or replacement t o proceed diligently 
thereafter. As the rebuilding or replacement of the  Project progresses, title to 
the rebuilt or replacement Project shall vest in th e Lessee and become subject 
to the Head Lease and such interest of the Owner Le ssor shall become subject to 
this Project Lease and, so long as the Lien of the Indenture shall not have been 
terminated and fully discharged, the Lien of the In denture automatically without 
any further act by any Person. 
 
          (c) Casualty Insurance Proceeds shall be released to pay costs of 
rebuilding or replacement only if accompanied by an  Officer's Certificate of the 
Lessee which demonstrates that the rebuilding or re placement is proceeding in a 
manner consistent with the requirements of Section 10.3(a), including in 
conformity with the construction schedule described  in the report of the 
Engineering Consultant delivered pursuant thereto. 
 
          (d) On the date of the completion of such  rebuilding or replacement of 
the Project which shall occur within eighteen (18) months of the Rebuilding 
Measuring Date (the "Rebuilding Closing Date") the following documents shall be 
duly authorized, executed and delivered and, if app ropriate, filed for 
recordation by the respective party or parties ther eto and shall be in full 
force and effect, and an executed counterpart of ea ch thereto shall be delivered 
to the Owner Lessor and, so long as the Lien of the  Indenture shall not have 
been terminated and fully discharged, the Indenture  Trustee: 
 
               (i) with respect to the Project, sup plements to the Head Lease 
          and this Project Lease subjecting such re built or replacement facility 
          to the Head Lease and this Project Lease (at no cost to the Owner 
          Lessor with no change in Head Lease 
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          Rent, Allocated Rent, Proportional Rent o r the Periodic Lease Rent or 
          Renewal Lease Rent as a result of such re building or replacement); 
 
               (ii) supplements to the Indenture su bjecting such rebuilt or 
          replacement facility to the Lien of the I ndenture (at Lessee's sole 
          cost and expense); 



 
               (iii) such recordings and filings as  may be reasonably requested 
          by the Equity Investor or the Indenture T rustee to be made or filed; 
 
               (iv) an opinion of counsel of the Le ssee, such counsel and such 
          opinion to be reasonably satisfactory to the Equity Investor and, so 
          long as the Lien of the Indenture shall n ot have been terminated and 
          fully discharged, the Indenture Trustee t o the effect that (A) the 
          supplements to the Head Lease and this Pr oject Lease or other 
          documents required by clause (i) above co nstitute effective 
          instruments for subjecting such rebuilt o r replacement facility to the 
          Head Lease and this Project Lease, (B) th e supplements to the 
          Indenture required by clause (ii) above, if any, constitute effective 
          instruments for subjecting such rebuilt o r replacement facility to the 
          Lien of the Indenture, and (C) all filing s and other action necessary 
          to perfect and protect the Owner Lessor's  and, if applicable, the 
          Indenture Trustee's interest in such rebu ilt or replacement facility 
          have been accomplished; 
 
               (v) an appraisal by an Independent A ppraiser, certifying that the 
          rebuilt or replacement facility has a cur rent and residual value, 
          remaining useful life and utility at leas t equal to the current and 
          residual value, remaining useful life and  utility that the Project 
          would have had on the Rebuilding Closing Date had such Event of Loss 
          not occurred (assuming the Project would then be in the condition and 
          repair required to be maintained by the t erms of this Project Lease) 
          and the Project is not "limited-use" prop erty within the meaning of 
          Rev. Proc. 2001-28, 2001-1 C.B. 1156; 
 
               (vi) a report by an Engineering Cons ultant certifying that the 
          rebuilt or replacement facility is in a s tate of repair and condition 
          required by this Project Lease; and 
 
               (vii) satisfactory evidence as to th e compliance with Section 11 
          of this Project Lease with respect to the  rebuilt or replacement 
          facility. 
 
          (e) Whether or not the transactions conte mplated by this Section 10.3 
are consummated, the Lessee agrees to pay or reimbu rse, on an After-Tax Basis, 
any costs or expenses (including reasonable legal f ees and expenses) incurred by 
the Owner Lessor, the Equity Investor, the Indentur e Trustee and the Noteholders 
in connection with the transactions contemplated by  this Section 10.3. 
 
          Section 10.4. Application of Payments Not  Relating to an Event of 
Loss. 
 
          (a) In the event that during the Project Lease Term (i) the use of all 
or any portion of the Project or the Lessee's inter est in the Geothermal 
Resource is subject to a seizure, 
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condemnation, confiscation or the taking of or requ isition of title to or use 
thereof by any Governmental Entity, or (ii) the Les see is prevented from 
operating or maintaining all or any portion of the Project, the Lessee's 
interest in the Geothermal Resource or the Project Site as a result of a 
seizure, condemnation, confiscation or the taking o f or requisition of title to 
or use thereof by any Governmental Entity, which in  either case does not 
constitute an Event of Loss, the Lessee's obligatio n to pay all installments of 
Periodic Lease Rent and Renewal Lease Rent and the accrual of Allocated Rent 
shall continue for the duration of such requisition ing or taking. The Lessee 
shall be entitled to receive and retain for its own  account all Requisition 
Proceeds payable for any such period by such Govern mental Entity as compensation 



for such requisition or taking of possession; provi ded that such payments shall 
be paid to the Depositary Bank, deposited into the Loss Proceeds Account and 
applied in accordance with the terms of the Deposit ary Agreement. 
 
          (b) Any Casualty Insurance Proceeds with respect to the Project 
received at any time by the Owner Lessor, the Inden ture Trustee or the Lessee 
under any of the insurance policies required to be maintained by the Lessee 
under Section 11 as a result of any Partial Casualt y shall be paid to the 
Depositary Bank, deposited into the Loss Proceeds A ccount and applied in 
accordance with the terms of the Depositary Agreeme nt. 
 
          Section 10.5. Partial Casualties. 
 
          (a) Upon the occurrence of any Partial Ca sualty (other than a 
Significant Partial Casualty), the Lessee (unless t he Casualty Insurance 
Proceeds received with respect to such Partial Casu alty is less than $2,500,000, 
the obligations of HELCO under the PPA are not affe cted as a result of any 
decision not to cause such rebuilding or replacemen t to occur in accordance with 
this Section 10.5(a) and such Partial Casualty does  not (i) decrease by more 
than a de minimis amount the current or residual va lue, remaining useful life or 
utility of the Project below the current or residua l value, the remaining useful 
life or the utility thereof immediately prior to su ch Partial Casualty (assuming 
the Project was then in the condition required to b e maintained by the terms of 
this Project Lease), (ii) cause the Project to beco me "limited-use" property 
within the meaning of Rev. Proc. 2001-28, 2001-1 C. B. 1156 or (iii) result in a 
Default or an Event of Default under any applicable  term or provision of any 
Operative Document) shall cause the rebuilding or r eplacement of the Project to 
commence as soon as practicable, and in any event w ithin twelve (12) months of 
the occurrence of the event that caused such Partia l Casualty and will cause 
work on such rebuilding or replacement to proceed d iligently thereafter. As the 
rebuilding or replacement of the project progresses , (i) all such rebuilt or 
replacement portions of Project shall become subjec t to the Head Lease and this 
Project Lease, and (ii) so long as the Lien of the Indenture shall not have been 
terminated and fully discharged, the Owner Lessor's  interest therein shall 
become subject to the Lien of the Indenture, automa tically without any further 
act by any Person. A Partial Casualty which constit utes a Significant Partial 
Casualty shall be treated for purposes of this Proj ect Lease as an Event of Loss 
described in clauses (a) and (b) of the definition of such term, and, if the 
Lessee chooses to rebuild or replace the Project, t he provisions of Section 10.3 
(a)(i) and (b) shall apply to such Partial Casualty . If the Lessee has failed to 
satisfy such provisions of Section 10.3 with respec t to a Significant Partial 
Casualty, then such Partial Casualty shall be consi dered an Event of Loss for 
purposes hereof, and the provisions of Section 10.1 (b) shall apply. 
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          (b) Upon the occurrence of a Partial Casu alty (other than a 
Significant Partial Casualty), the Lessee shall (i)  cause the rebuilding or 
replacement of the Owner Lessor's Leasehold Interes t to be completed so that the 
Project is in as good operating condition as the Pr oject was immediately prior 
to such Partial Casualty, assuming that the Project  was maintained in accordance 
with this Project Lease, (ii) cause such rebuilding  or replacement to be 
performed in a manner which does not (A) decrease b y more than a de minimis 
amount the current or residual value, remaining use ful life or utility of the 
Project below the current or residual value, the re maining useful life or the 
utility thereof immediately prior to such replaceme nt (assuming the Project was 
then in the condition required to be maintained by the terms of this Project 
Lease) or (B) cause the Project to become "limited- use" property within the 
meaning of Rev. Proc. 2001-28, 2001-1 C.B. 1156 and  (iii) cause the rebuilding 
or replacement of the Project to be conducted and c ompleted so as not to cause 
the Lessee or the Owner Lessor to be in default und er any applicable term or 
provision of any Operative Document. 
 



SECTION 11. INSURANCE 
 
     The Lessee will maintain (or cause to be maint ained) the insurance required 
to be maintained pursuant to Schedule 1 to this Pro ject Lease. 
 
SECTION 12. INSPECTION 
 
     During the Project Lease Term, each of the Equ ity Investor, the Owner 
Lessor, and, so long as the Lien of the Indenture s hall not have been terminated 
and fully discharged, the Indenture Trustee and eac h of their representatives 
may, during normal business hours, on reasonable no tice to the Lessee, for a 
reasonable period of time in light of the circumsta nces and at their own risk 
and expense (except, at the expense but not the ris k, of the Lessee when a 
Significant Lease Default or a Lease Event of Defau lt has occurred and is 
continuing), inspect the Project and the records wi th respect to the operations 
and maintenance thereof, in the Lessee's custody or  to which the Lessee has 
access so long as the Lessee has the opportunity to  be present. Any such 
inspection will not unreasonably disturb or interfe re with the normal operation 
or maintenance of the Project or the conduct by the  Lessee of its business and 
will be in accordance with the Lessee's safety and insurance programs. In no 
event shall the Owner Lessor, the Equity Investor o r the Indenture Trustee (or, 
if applicable, any Noteholder) have any duty or obl igation to make any such 
inspection and such Persons shall not incur any lia bility or obligation by 
reason of not making any such inspection. 
 
SECTION 13. TERMINATION OPTION FOR BURDENSOME EVENTS 
 
          Section 13.1. Election to Terminate. So l ong as no Significant Lease 
Default or Lease Event of Default shall have occurr ed and be continuing, the 
Lessee shall have the right to, at its option, upon  giving prior written notice 
to the Owner Lessor and, so long as the Lien of the  Indenture shall have been 
terminated and fully discharged, the Indenture Trus tee no later than 12 months 
after the date the Lessee has Actual Knowledge of t he occurrence of an event set 
forth in clause (a) or (b) below (any such notice, a "Burdensome Termination 
Notice"), terminate this Project Lease in whole on the Termination Date 
specified in such notice (the "Burdensome Terminati on Date") (which shall be a 
date occurring not more than 90 days after the date  of such 
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notice or such longer period (not to exceed twelve (12) months) as may be 
required to effect the consummation of such termina tion) if: 
 
          (a) as a result of a change in Applicable  Law, it shall have become 
illegal for the Lessee to continue this Project Lea se or for the Lessee to make 
payments under this Project Lease or the other Oper ative Documents, and the 
transactions contemplated by the Operative Document s cannot be restructured to 
comply with such change in Applicable Law in a mann er reasonably acceptable to 
the Lessee, the Equity Investor, the Owner Lessor, and, so long as the Lien of 
the Indenture shall not have been terminated and fu lly discharged, the Indenture 
Trustee; or 
 
          (b) one or more events outside the contro l of the Lessee or any 
Affiliate thereof shall have occurred that will, or  can reasonably be expected 
to, give rise to an obligation by the Lessee to inc ur an indemnity obligation 
pursuant to the Tax Indemnity Agreement or Section 9.1 or 9.2 of the 
Participation Agreement (excluding any such indemni ty in respect of Hawaii 
General Excise Taxes on Periodic Lease Rent at the rate thereof in effect of the 
Closing Date); provided, that (i) such indemnity (a nd the underlying cost or 
Tax) can be avoided in whole or in part if this Pro ject Lease is terminated and 
the Owner Lessor sells the Owner Lessor's Leasehold  Interest and (ii) the amount 
of such avoided payments would exceed (on a present  value basis, discounted at 
the Discount Rate to the Burdensome Termination Dat e, compounded on an annual 



basis to the Burdensome Termination Date) 2.5% of t he Head Lease Rent, and 
provided, further, that no such termination option shall exist if the applicable 
indemnitee shall waive its right to, or the Equity Investor shall arrange, in 
its sole discretion, for payment of (without reimbu rsement by the Lessee or any 
Affiliate thereof), amounts of indemnification paym ents under the Tax Indemnity 
Agreement or Section 9.1 or 9.2 of the Participatio n Agreement in excess of such 
amount as to cause such avoided payments, computed in accordance with the 
preceding proviso, not to exceed 2.5% of the Head L ease Rent; or 
 
No termination of this Project Lease pursuant to th is Section 13.1 shall become 
effective unless the conditions set forth in Sectio n 13.3 are satisfied. In 
connection with any termination by the Lessee of th e Project Lease pursuant to 
this Section 13.1, prior to the date on which notic e of prepayment of Senior 
Notes has become irrevocable in accordance with the  terms of the Indenture, the 
Lessee shall provide reasonable assurances to the I ndenture Trustee of its 
ability to pay the principal, Make Whole Premium, i f any, and interest on the 
Senior Notes in full on the Burdensome Termination Date. If the Lessee does not 
give notice of its exercise of the termination opti on under this Section 13.1 
within twelve (12) months of the date the Lessee re ceives notice or first has 
Actual Knowledge of an event or condition described  above, the Lessee will lose 
its right to terminate this Project Lease pursuant to this Section 13.1 as a 
result of such event or condition. 
 
          Section 13.2. Solicitation of Offers; Pay ments Upon Termination. (a) 
Upon receipt of a termination notice from the Lesse e pursuant to Section 13.1, 
the Owner Lessor may, but shall be under no obligat ion to, sell the Owner 
Lessor's Leasehold Interest and, at the request of the Owner Lessor, the Lessee 
will, as non-exclusive agent for the Owner Lessor, use commercially reasonable 
efforts to obtain cash bids for the Owner Lessor's Leasehold Interest. In 
connection with such termination, the Lessee may, b ut shall be under no 
obligation to, make 
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an offer to purchase the Owner Lessor's Leasehold I nterest. Only bona fide bids, 
whether from the Lessee or a third party, to purcha se the Owner Lessor's 
Leasehold Interest for cash on the Burdensome Termi nation Date on an "as is, 
where is" and "with all faults" basis without any r epresentation, other than by 
the Owner Lessor as to the absence of Owner Lessor' s Liens and a warranty of the 
Equity Investor as to the absence of Equity Investo r's Liens, shall be 
"Qualifying Cash Bids". All the proceeds of any suc h sale shall be for the 
account of the Owner Lessor; provided that so long as the Lien of the Indenture 
shall not have been terminated and fully discharged , the proceeds of such sale 
shall be paid directly to or at the direction of th e Indenture Trustee. The 
Owner Lessor shall be under no obligation to accept  any Qualifying Cash Bid. If 
the Owner Lessor receives any Qualifying Cash Bids,  the Owner Lessor shall be 
deemed to have accepted the highest such bid receiv ed by 10 Business Days prior 
to the Burdensome Termination Date unless the Owner  Lessor rejects such bid and 
elects to retain the Owner Lessor's Leasehold Inter est in writing prior to the 
earlier of (x) the expiration date of such bid and (y) the date at least 45 days 
prior to the Burdensome Termination Date. 
 
          (b) If the Owner Lessor receives any Qual ifying Cash Bid (regardless 
of whether or not such Qualifying Cash Bid is accep ted by the Owner Lessor) on 
the Burdensome Termination Date, the Lessee shall p ay the Owner Lessor (i) the 
amount, if any, by which the Termination Value dete rmined as of the Burdensome 
Termination Date exceeds the sales price of the hig hest Qualifying Cash Bid 
actually received by the Owner Lessor, whether from  the Lessee or a third party 
(net of the fees, commissions and costs of any brok er engaged by the Lessee or 
any Affiliate thereof), plus (ii) all other amounts  due and payable under 
clauses (a), (b) and (c) of Section 13.3; provided that so long as the Lien of 
the Indenture shall not have been terminated and fu lly discharged, such amounts 
shall be paid directly to or at the direction of th e Indenture Trustee. 



 
          (c) If no Qualifying Cash Bids are receiv ed by the Termination Date or 
if a Qualifying Cash Bid is accepted (or deemed acc epted) by the Owner Lessor 
but does not, other than as a result of the Owner L essor's failure to transfer 
the Owner Lessor's Leasehold Interest free and clea r of Owner Lessor's Liens or 
the Equity Investor's failure to provide a warranty  as to the absence of Equity 
Investor's Liens, result in a sale of the Owner Les sor's Leasehold Interest, the 
Owner Lessor may elect in writing to retain the Own er Lessor's Leasehold 
Interest (and to forego its right to receive paymen t of Termination Value) and 
require the Lessee to pay to the Owner Lessor on th e Burdensome Termination Date 
all amounts due and payable under clauses (a), (b) and (c) of Section 13.3 (but 
not Termination Value); provided, however, that the  Owner Lessor may not elect 
to retain the Owner Lessor's Leasehold Interest unl ess it shall provide to the 
Indenture Trustee an irrevocable commitment to pay,  and reasonable assurances of 
its ability to pay, the principal, premium and inte rest on the Senior Notes in 
full on the Burdensome Termination Date. In the eve nt the Owner Lessor does not 
elect to retain the Owner Lessor's Leasehold Intere st, the Lessee may, in its 
sole discretion, (except as provided in the last se ntence of this last paragraph 
(c)), (i) withdraw its Burdensome Termination Notic e (provided such withdrawal 
is prior to the date on which the notice to prepay Senior Notes is irrevocable 
in accordance with the terms of the Indenture), in which event this Project 
Lease shall continue, any notice of prepayment of S enior Notes pursuant to the 
Indenture shall be withdrawn and the Lessee shall p ay on an After-Tax Basis all 
reasonable, documented out-of-pocket costs and expe nses of the Owner Lessor, the 
Equity Investor and the Indenture Trustee in connec tion with 
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the giving (and subsequent withdrawal) of the Burde nsome Termination Notice, or 
(ii) as non-exclusive agent for the Owner Lessor, u se commercially reasonable 
efforts to sell the Owner Lessor's Leasehold Intere st, in which case the Lessee 
shall be required to pay the Termination Value dete rmined as of the Burdensome 
Termination Date plus all amounts due and payable u nder clauses (a), (b) and (c) 
of Section 13.3. If the Lessee does not withdraw it s Burdensome Termination 
Notice, the Lessee may, but shall be under no oblig ation to, make an offer (but 
will not have the right) to purchase the Project fo r scrap. If at least one 
Qualifying Cash Bid is received and the Owner Lesso r does not elect to retain 
the Owner Lessor's Leasehold Interest, the Owner Le ssor shall sell the Owner 
Lessor's Leasehold Interest to the party that submi tted the highest Qualifying 
Cash Bid on an "as is, where is" and "with all faul ts" basis, without 
representations or warranties other than a warranty  as to the absence of Owner 
Lessor's Liens and a warranty of the Equity Investo r as to the absence of Equity 
Investor's Liens. The Lessee shall pay on an After- Tax Basis all reasonable 
documented out-of-pocket expenses of the Owner Less or, the Equity Investor, the 
Indenture Trustee and the Noteholders in connection  with such sale, and the 
Owner Lessor shall pay the net cash proceeds of the  sale to the Lessee to the 
extent Lessee has paid Termination Value and the am ounts under clauses (a), (b) 
and (c) of Section 13.3. Notwithstanding the forego ing, if a notice to prepay 
Senior Notes has been given in response to a Burden some Termination Notice, and 
such prepayment notice has become irrevocable in ac cordance with the terms of 
the Indenture, the Lessee shall make the election d escribed in clause (ii) above 
and, if no Qualifying Cash Bids are received, offer  to (but will not have the 
right) purchase the Project for scrap on the Burden some Termination Date. 
 
          Section 13.3. Procedure for Exercise of T ermination Option. If the 
Lessee shall have exercised its option to terminate  this Project Lease under 
Section 13.1, on the Burdensome Termination Date sp ecified in the Burdensome 
Termination Notice, the Lessee shall pay to the Own er Lessor (a) all 
Supplemental Lease Rent (including all reasonable o ut-of-pocket costs and 
expenses of the Owner Lessor, the Equity Investor, the Indenture Trustee and the 
Noteholders) due and payable on or prior to the Bur densome Termination Date, (b) 
any unpaid Periodic Lease Rent and Renewal Lease Re nt due on or before such 
Burdensome Termination Date and (c) any premium, in cluding Make Whole Premium, 



due on the Senior Notes being prepaid pursuant to t his Section 13. All Rent 
payments, including payments of Make Whole Premium,  under Section 13.2 and this 
Section 13.3 shall, so long as the Lien of Indentur e shall not have been 
terminated and fully discharged be made to or at th e direction of the Indenture 
Trustee. So long as the Lessee shall not have withd rawn its Burdensome 
Termination Notice pursuant to Section 13.2(c)(i), upon payment of all sums 
specified in Section 13.2 and this Section 13.3, (i ) Allocated Rent shall cease 
to accrue and the obligation to pay Periodic Lease Rent or Renewal Lease Rent 
shall cease, (ii) the Lessee shall cease to have an y liability to the Owner 
Lessor, the Equity Investor or the Indenture Truste e, except for Supplemental 
Lease Rent and other obligations (including those u nder Sections 9.1 and 9.2 of 
the Participation Agreement and the Tax Indemnity A greement) surviving pursuant 
to the express terms of any Operative Document, (ii i) unless the Lessee assumes 
the Senior Notes and the obligations and liabilitie s of the Owner Lessor under 
the Indenture, the Owner Lessor shall pay the outst anding principal and accrued 
and unpaid interest and Make Whole Premium, if any,  on the Senior Notes, (iv) 
this Project Lease, the Head Lease (unless the Owne r Lessor elects to retain 
Owner Lessor's Leasehold Interest) and the Sublease  of the Power Plant Sublease 
shall terminate, (v) the Owner Lessor shall, at the  Lessee's cost and expense, 
execute and deliver to the Lessee a release and 
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termination of this Project Lease, the Head Lease ( unless the Owner Lessor 
elects to retain the Owner Lessor's Leasehold Inter est) and the Sublease of the 
Power Plant Sublease, (vi) unless the Lessee assume s the Senior Notes and the 
obligations and liabilities of the Owner Lessor und er the Indenture or purchases 
the Owner Lessor's Leasehold Interest in accordance  with Section 13.1, the 
Lessee will return the Project to the Owner Lessor in accordance with Section 5, 
(vii) in connection with any sale of Owner Lessor's  Leasehold Interest pursuant 
to Section 13.2, such sale shall be made subject to  the Lessee's rights to 
remove Severable Modifications as permitted in Sect ion 8.4 and the Owner Lessor 
shall (unless the Owner Lessor elects to retain the  Owner Lessor's Leasehold 
Interest) transfer (by an appropriate instrument of  transfer in form and 
substance reasonably satisfactory to the Owner Less or and prepared by and at the 
expense of the Lessee) the Owner Lessor's Leasehold  Interest to the purchaser 
pursuant to this Section 13.3 on an "as is, where i s" and "with all faults" 
basis, without representations or warranties other than a warranty as to the 
absence of Owner Lessor's Liens and a warranty of t he Equity Investor as to the 
absence of Equity Investor's Liens, and (viii) the Owner Lessor shall use all 
reasonable efforts to cause the Indenture Trustee t o discharge the Lien of the 
Indenture, unless the Lessee assumes the Senior Not es and the obligations and 
liabilities of the Owner Lessor under the Indenture , and shall execute and 
deliver appropriate releases and other documents or  instruments necessary or 
desirable to effect the foregoing, all to be prepar ed, filed and recorded (as 
appropriate) at the cost and expense of the Lessee.  It shall be a condition of 
the termination of this Project Lease pursuant to t his Section 13 that the 
Lessee shall pay all amounts it is obligated to pay  under Section 13.2 and this 
Section 13.3. If the Lessee fails to consummate the  termination option under 
this Section 13 after giving notice of its intentio n to do so, (i) this Project 
Lease shall continue, (ii) such failure to consumma te shall not constitute a 
Lease Default, and (iii) unless such failure is a c onsequence of a failure of 
either the Owner Lessor or the Equity Investor to f ulfill its obligations under 
this Section 13, the Lessee will lose its right to terminate this Project Lease 
pursuant to this Section 13 as a result of the part icular event or condition 
described in Section 13.1 (a) or (b) then giving ri se to the option to terminate 
this Project Lease under Section 13.1 during the re mainder of the Project Lease 
Term, provided that if the notice to prepay Senior Notes given as a result of 
the Burdensome Termination Notice has become irrevo cable in accordance with the 
terms of the Indenture, the Lessee shall make a Sup plemental Rent Payment (on an 
After-Tax Basis to the Owner Lessor and the Equity Investor) equal to the 
principal of, and interest and Make-Whole Premium, if any, on the Senior Notes 
which are due and payable on the Burdensome Termina tion Date. Whether or not 



this Project Lease is terminated, the Lessee shall in any event pay all 
reasonable out-of-pocket costs and expenses of the Owner Lessor, the Equity 
Investor, the Indenture Trustee and the Noteholders  in connection with the 
exercise by the Lessee of its right to terminate th is Project Lease under this 
Section 13. 
 
SECTION 14. TERMINATION FOR OBSOLESCENCE 
 
          Section 14.1. Termination. Upon at least six month's prior written 
notice to the Owner Lessor, the Equity Investor and , so long as the Lien of the 
Indenture has not been terminated and fully dischar ged, the Indenture Trustee 
(which notice shall be accompanied by an Officer's Certificate setting forth in 
reasonable detail the basis on which it is exercisi ng this termination option), 
the Lessee shall have the option, so long as no Sig nificant Lease Default or 
Lease Event of Default shall have occurred and be c ontinuing on the proposed 
Obsolescence Termination Date, to terminate this Pr oject Lease on any 
Termination Date occurring on or after 
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the seventh anniversary of the Closing Date (the da te of termination selected by 
the Lessee being the "Obsolescence Termination Date ") on the terms and 
conditions set forth in this Section 14 if the Less ee determines as certified by 
either of the Lessee's partners that the Project is  economically or 
technologically obsolete or surplus to its needs or  is no longer useful in its 
trade or business (a) as a result of a change in Ap plicable Law, regulation or 
tariff of general application, or imposition by any  Governmental Entity having 
or claiming jurisdiction over the Lessee or the Pro ject of any conditions or 
requirements (including requiring significant capit al improvement to the 
Project) upon the availability, continued effective ness or renewal of any 
license or permit required for the ownership or ope ration of the Project or (b) 
for any other reason. No termination of this Projec t Lease pursuant to this 
Section 14.1 shall become effective unless the cond itions set forth in Section 
14.4 hereof are satisfied. 
 
          Section 14.2. Solicitation of Offers. If the Lessee shall give the 
Owner Lessor notice pursuant to Section 14.1 and th e Owner Lessor shall not have 
elected to retain the Owner Lessor's Leasehold Inte rest pursuant to Section 14.3 
hereof, the Lessee shall, as non-exclusive agent fo r the Owner Lessor, use its 
commercially reasonable efforts to obtain bids for the sale of and, subject to 
Section 14.4 hereof, sell such Owner Lessor's Lease hold Interest on the 
Obsolescence Termination Date, and all of the proce eds of such sale will be for 
the account of the Owner Lessor; provided that so l ong as the Lien of the 
Indenture shall not have been terminated and fully discharged, the proceeds of 
such sale shall be paid directly to or at the direc tion of the Indenture 
Trustee. The Owner Lessor shall also have the right , but no obligation, to 
obtain bids for the sale of such Owner Lessor's Lea sehold Interest either 
directly or through agents other than the Lessee. A t least 90 days prior to the 
Obsolescence Termination Date the Lessee shall cert ify to the Owner Lessor and 
the Indenture Trustee each bid or offer, the amount  and terms thereof and the 
name and address of the party (which shall not be t he Lessee, any Affiliate of 
the Lessee or any third party with whom the Lessee or an Affiliate of the Lessee 
has an arrangement to use or operate the Project to  generate power for the 
benefit of the Lessee or such Affiliate after the t ermination of this Project 
Lease) submitting such bid or offer. 
 
          Section 14.3. Right of Owner Lessor to Re tain the Owner Lessor's 
Leasehold Interest. If the Owner Lessor has provide d to the Indenture Trustee an 
irrevocable commitment to pay, and reasonable assur ances of its ability to pay 
the principal of, and interest and Make-Whole Premi um, if applicable, on, the 
Senior Notes which would be payable on the Obsolesc ence Termination Date, the 
Owner Lessor may irrevocably elect to retain, rathe r than sell, the Owner 
Lessor's Leasehold Interest by giving notice to the  Lessee not less than 90 days 



after the Lessee elects to terminate this Project L ease under Section 14.1. If 
the Owner Lessor elects to retain such Owner Lessor 's Leasehold Interest 
pursuant to this Section 14.3, on the Obsolescence Termination Date the Lessee 
shall pay to the Owner Lessor (a) all Supplemental Lease Rent (including all 
reasonable out-of-pocket costs and expenses of the Owner Lessor, the Equity 
Investor, the Indenture Trustee and the Noteholders  (excluding the fees and 
costs of any broker unless engaged by the Lessee on  the Owner Lessor's behalf), 
but excluding Termination Value) due and payable on  or prior to such 
Obsolescence Termination Date, (b) any unpaid Perio dic Lease Rent and Renewal 
Lease Rent due on or before such Obsolescence Termi nation Date, plus (c) any 
premium, including any Make Whole Premium, due on t he Senior Notes being prepaid 
pursuant to this Section 14, but the Lessee shall n ot be required to pay 
Termination Value. All Rent payments, including pay ments of Make Whole Premium, 
if applicable, under 
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this Section 14.3 shall, so long as the Lien of the  Indenture shall not have 
been terminated and fully discharged, be made to or  at the direction of the 
Indenture Trustee. Upon payment of all sums require d to be paid pursuant to this 
Section 14.3, (i) Allocated Rent shall cease to acc rue and the obligation to pay 
Periodic Lease Rent and Renewal Lease Rent shall ce ase, (ii) the Lessee shall 
cease to have any liability to the Owner Lessor, th e Equity Investor or the 
Indenture Trustee with respect to the Project, exce pt for Supplemental Lease 
Rent and other obligations (including those under S ections 9.1 and 9.2 of the 
Participation Agreement and the Tax Indemnity Agree ment) surviving pursuant to 
the express terms of any Operative Document, (iii) the Owner Lessor shall pay 
the outstanding principal and accrued and unpaid in terest (and Make Whole 
Premium, if applicable) on the Senior Notes, (iv) t his Project Lease and the 
Head Lease shall terminate, (v) the Owner Lessor sh all, at the Lessee's cost and 
expense, execute and deliver to the Lessee a releas e and termination of this 
Project Lease and the Sublease of the Power Plant S ublease, (vi) the Lessee will 
return the Project to the Owner Lessor in accordanc e with Section 5, and (vii) 
the Owner Lessor shall use all reasonable efforts t o cause the Indenture Trustee 
to discharge the Lien of the Indenture and to execu te and deliver appropriate 
releases and other documents or instruments necessa ry or desirable to effect the 
foregoing, all to be prepared, filed and recorded ( as appropriate) at the cost 
and expense of the Lessee. It shall be a condition to the termination of this 
Project Lease pursuant to this Section 14.3 that th e Lessee shall pay all 
amounts that it is obligated to pay under this Sect ion 14.3. If the Owner Lessor 
shall not have complied with its obligations set fo rth in the next preceding 
sentence, on the Obsolescence Termination Date, the  notice of termination shall 
be deemed revoked and this Project Lease shall cont inue in full force and effect 
in accordance with its terms (without prejudice to the Lessee's right to 
exercise its rights under this Section 14 or the ri ghts of the Noteholders to 
exercise their rights under the Indenture if such r evocation is given after the 
date on which the notice of prepayment of the Senio r Notes is irrevocable under 
the Indenture). 
 
          Section 14.4. Procedure for Exercise of T ermination Option. If the 
Owner Lessor has not elected to retain the Owner Le ssor's Leasehold Interest in 
accordance with Section 14.3 hereof, on the Obsoles cence Termination Date the 
Owner Lessor shall sell the Owner Lessor's Leasehol d Interest under this Section 
14.4 hereof to the bidder or bidders (which shall n ot be the Lessee, any 
Affiliate thereof or any third party with whom the Lessee or an Affiliate of the 
Lessee has an arrangement to use or operate the Pro ject to generate power for 
the benefit of the Lessee or such Affiliate after t he termination of this 
Project Lease), that shall have submitted the highe st cash bid and the net 
proceeds of such sale shall be for the account of t he Owner Lessor. In addition, 
the Lessee shall certify to the Owner Lessor and, s o long as the Lien of the 
Indenture shall not have been terminated and fully discharged, the Indenture 
Trustee that such buyer is not the Lessee, any Affi liate thereof or any third 
party with whom the Lessee or an Affiliate of the L essee has an arrangement to 



use or operate the Project to generate power for th e benefit of the Lessee or 
such Affiliate after the termination of this Projec t Lease. On the Obsolescence 
Termination Date, the Lessee shall pay to the Owner  Lessor (a) the excess, if 
any, of Termination Value determined as of such Obs olescence Termination Date, 
over the total sales price of the Owner Lessor's Le asehold Interest retained by 
the Owner Lessor (net of the fees, commissions, cos ts and other amounts of any 
broker engaged by the Lessee or any Affiliate there of on the Owner Lessor's 
behalf), plus (b) any unpaid Periodic Lease Rent an d Renewal Lease Rent due on 
or before such Obsolescence Termination Date, plus (c) all Supplemental Lease 
Rent (including all reasonable out-of-pocket costs and expenses of the Owner 
Lessor, the 
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Equity Investor, the Indenture Trustee and the Note holders (excluding the fees 
and costs of any broker unless engaged by the Lesse e on the Owner Lessor's 
behalf)) due and payable on or prior to such Obsole scence Termination Date, plus 
(d) any premium, including Make Whole Premium, if a pplicable, due on the Senior 
Notes being prepaid pursuant to this Section 14. Al l Rent payments, including 
payments of Make Whole Premium, under this Section 14.4 shall, so long as the 
Lien of the Indenture shall not have been terminate d and fully discharged, be 
made to or at the direction of the Indenture Truste e. Upon the payment of all 
sums specified in this Section 14.4, (i) Allocated Rent shall cease to accrue 
and the obligation to pay Periodic Lease Rent or Re newal Lease Rent shall cease, 
(ii) the Lessee shall cease to have any liability t o the Owner Lessor, the 
Equity Investor or the Indenture Trustee, except fo r Supplemental Lease Rent and 
other obligations (including those under Sections 9 .1 and 9.2 of the 
Participation Agreement and the Tax Indemnity Agree ment) surviving pursuant to 
the express terms of any Operative Document, (iii) the Owner Lessor shall pay 
the outstanding principal and accrued and unpaid in terest (and Make Whole 
Premium, if applicable) on the Senior Notes, (iv) t his Project Lease and the 
Head Lease shall terminate, (v) the Owner Lessor sh all, at the Lessee's cost and 
expense, execute and deliver to the Lessee a releas e and termination of this 
Project Lease, the Head Lease and the Real Estate D ocuments, (vi) the Lessee 
will return the Project to the Owner Lessor in acco rdance with Section 5, (vii) 
in connection with any sale of the Owner Lessor's L easehold Interest pursuant to 
this Section 14.4, such sale shall be made subject to the Lessee's rights to 
remove Severable Modifications as permitted in Sect ion 8.3 and the Owner Lessor 
shall transfer (by an appropriate instrument of tra nsfer in form and substance 
reasonably satisfactory to the Owner Lessor and pre pared and recorded by and at 
the expense of the Lessee) the Owner Lessor's Lease hold Interest to the 
purchaser pursuant to this Section 14.4 on an "as i s, where is" and "with all 
faults" basis, without representations or warrantie s other than a warranty as to 
the absence of Owner Lessor's Liens and a warranty from the Equity Investor as 
to the absence of Equity Investor's Liens, and (vii i) the Owner Lessor shall use 
all reasonable efforts to cause the Indenture Trust ee to discharge the Lien of 
the Indenture and shall execute and deliver appropr iate releases and other 
documents or instruments necessary or desirable to effect the foregoing, all to 
be prepared, filed and recorded (as appropriate) at  the sole cost and expense of 
the Lessee. Unless the Owner Lessor shall have elec ted to retain the Owner 
Lessor's Leasehold Interest pursuant to Section 14. 3 or the Owner Lessor with 
the consent of the Lessee shall have entered into a  legally binding contract to 
sell the Owner Lessor's Leasehold Interest, the Les see may, at its election, 
revoke its notice of termination on at least 30 day s' prior notice to the Owner 
Lessor and, so long as the Lien of the Indenture sh all not have been terminated 
and fully discharged, the Indenture Trustee, in whi ch event this Project Lease 
shall continue, and the Lessee will reimburse the O wner Lessor, the Equity 
Investor, the Indenture Trustee and the Noteholders  on an After-Tax Basis for 
all reasonable, documented out-of-pocket costs and expenses incurred in 
connection with the election (and subsequent revoca tion) by the Lessee of its 
right to terminate this Project Lease under this Se ction 14; provided, however, 
that the Lessee shall not be permitted to initiate a notice to terminate 
pursuant to Section 14.1 more than three times duri ng the term of this Project 



Lease or more than twice in any five year period. T he Owner Lessor shall be 
under no duty to solicit bids, to inquire into the efforts of the Lessee to 
obtain bids or otherwise take any action in arrangi ng any such sale of the Owner 
Lessor's Leasehold Interest other than, if the Owne r Lessor has not elected to 
retain the Owner Lessor's Leasehold Interest, to tr ansfer the Owner Lessor's 
Leasehold Interest in accordance with clause (vii) of this Section 14.4. It 
shall be a condition of the Owner Lessor's obligati on to consummate 
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a sale of the Owner Lessor's Leasehold Interest tha t the Lessee shall pay all 
amounts it is obligated to pay under this Section 1 4.4. If no sale shall occur 
on the Obsolescence Termination Date, the notice of  termination shall be deemed 
revoked and this Project Lease shall continue in fu ll force and effect in 
accordance with its terms (without prejudice to the  Lessee's right to exercise 
its rights under this Section 14); provided that if  the Lessee has not given a 
notice of revocation before the date on which the n otice of prepayment of Senior 
Notes has become irrevocable in accordance with the  terms of the Indenture, the 
Lessee shall be obligated to make a Supplemental Re nt payment (on an After-Tax 
Basis to the Owner Lessor and the Equity Investor) equal to the principal of, 
and interest and Make-Whole Premium, if applicable,  on the Senior Notes which 
are due and payable. 
 
SECTION 15. LEASE RENEWAL 
 
          Section 15.1. Wintergreen Renewal Lease T erm. Not earlier than 
twenty-four (24) months and not later than eighteen  (18) months prior to the 
expiration of the Basic Lease Term, the Lessee may deliver to the Owner Lessor 
written notice (which notice may be in addition to a notice of the Lessee's 
tentative interest in electing an FMV Renewal Lease  Term under Section 15.2) of 
the Lessee's tentative interest in renewing this Pr oject Lease for a term (the 
"Wintergreen Renewal Lease Term") commencing on the  day following the last day 
of the Basic Lease Term and ending on a date (a) as  of which the sum of the 
number of years of the proposed Wintergreen Renewal  Lease Term and the Basic 
Lease Term is not more than seventy-five (75%) of t he estimated economic useful 
life of the Project measured from the Closing Date,  but determined by an 
Independent Appraiser (which Independent Appraiser shall be selected by the 
Owner Lessor and be reasonably acceptable to the Le ssee) in accordance with the 
Appraisal Procedure not more than twelve (12) month s before the end of the Basic 
Lease Term, and (b) as of which the estimated fair market value of the Project 
determined, by such Independent Appraiser, subseque nt to the Lessee's tentative 
election of the Wintergreen Renewal Lease Term (but  not earlier than twelve (12) 
months prior to the expiration of the Basic Lease T erm), shall equal or exceed 
twenty percent (20%) of the Head Lease Rent (withou t taking into account 
inflation or deflation subsequent to the Closing Da te), provided that no 
Wintergreen Renewal Lease Term shall be for a perio d of less than one (1) year. 
Unless the Lessee shall have irrevocably elected to  renew this Project Lease for 
an FMV Renewal Lease Term under Section 15.2, and p rovided that no Lease Event 
of Default shall have occurred and be continuing on  such notice date on or prior 
to eighteen (18) months before the expiration of th e Basic Lease Term, the 
Lessee may deliver to the Owner Lessor a further no tice in writing irrevocably 
electing to renew this Project Lease for the Winter green Renewal Lease Term 
determined as aforesaid and, subject to no Signific ant Lease Default or Lease 
Event of Default having occurred and continuing on the last day of the Basic 
Lease Term, the Wintergreen Renewal Lease Term shal l thereupon take effect as 
provided herein. The Independent Appraiser's fees a nd expenses shall be borne by 
the Lessee. 
 
          Section 15.2. Fair Market Value Renewal L ease Terms. Not earlier than 
thirty-six (36) months and not later than eighteen (18) months prior to the 
expiration of the Basic Lease Term, the Wintergreen  Renewal Lease Term or any 
other Renewal Lease Term, unless a Lease Event of D efault shall have occurred 
and be continuing, the Lessee may deliver to the Ow ner Lessor notice (which 



notice may be in addition to a notice of the Lessee 's tentative interest in 
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electing the Wintergreen Renewal Lease Term) of the  Lessee's tentative interest 
in renewing this Project Lease for a term (each suc h term, a "FMV Renewal Lease 
Term") commencing on the day following the last day  of the Basic Lease Term or a 
Renewal Lease Term otherwise expiring and extending  for a period equal to three 
years; provided that unless such FMV Renewal Lease Term extends to the end of 
the useful life of the Project, no such FMV Renewal  Lease Term shall extend 
beyond the date that is three (3) years prior to th e end of the useful life of 
the Project (as set forth in the most recent of (a)  the Closing Appraisal or (b) 
the appraisal obtained in connection with the exerc ise of the Wintergreen 
Renewal Lease Term or the most recent FMV Renewal L ease Term, if any). Unless 
the Lessee shall have irrevocably elected to renew this Project Lease for the 
Wintergreen Renewal Lease Term pursuant to Section 15.1 (it being understood 
that the exercise by the Lessee of its right to ren ew this Project Lease at the 
end of the Basic Lease Term pursuant to Section 15. 1 hereof shall not impair its 
right to renew this Project Lease at any time there after pursuant to this 
Section 15.2), and provided that no Lease Event of Default shall have occurred 
and be continuing on any such notice date or on the  date of expiration of the 
Basic Lease Term or the Renewal Lease Term immediat ely preceding such FMV 
Renewal Lease Term, as the case may be, on or prior  to eighteen (18) months 
before the expiration of the existing Basic Lease T erm or the relevant Renewal 
Lease Term, as the case may be, the Lessee may deli ver to the Owner Lessor a 
further notice irrevocably electing to renew this P roject Lease for the FMV 
Renewal Lease Term tentatively elected as aforesaid  and, subject to no 
Significant Lease Default or Lease Event of Default  having occurred and 
continuing on the last day of the Basic Lease Term or the Renewal Lease Term 
immediately preceding such FMV Renewal Lease Term, as the case may be, the FMV 
Renewal Lease Term shall thereupon take effect as p rovided herein. 
 
          Section 15.3. Renewal Lease Rent for the Renewal Lease Term. 
 
          (a) Renewal Lease Rent shall be paid on e ach Rent Payment Date, in 
arrears, during each Renewal Lease Term. 
 
          (b) The installment of Renewal Lease Rent  payable on each Rent Payment 
Date during the Wintergreen Renewal Lease Term is a n amount equal to 100% of the 
average annual Periodic Lease Rent during the Proje ct Lease Term. 
 
          (c) Renewal Lease Rent payable on each Re nt Payment Date during any 
FMV Renewal Lease Term shall be the Fair Market Ren tal Value for the Project as 
determined in accordance with Section 15.4. 
 
          Section 15.4. Determination of Fair Marke t Rental Value. The Fair 
Market Rental Value of the Project as of the commen cement of any Renewal Lease 
Term shall be determined by agreement of the Owner Lessor and the Lessee within 
six months after receipt by the Owner Lessor of the  tentative notice from the 
Lessee of its election to renew pursuant to Section  15.2, (but not more than 
twelve (12) months before the commencement of such Renewal Lease Term) or, if 
they shall fail to agree within such six-month peri od, shall be determined by an 
Independent Appraiser in accordance with the Apprai sal Procedures, which 
Independent Appraiser shall be selected by the Owne r Lessor and reasonably 
acceptable to the Lessee. The appraiser's fees and expenses shall be borne by 
the Lessee. 
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          Section 15.5. Termination Value During Re newal Lease Terms. The 



amounts which are payable during any Renewal Lease Term in respect of 
Termination Value shall be determined on the basis of the Fair Market Sales 
Value of the Project as of the commencement of such  Renewal Lease Term, 
amortized on a straight-line basis over such Renewa l Lease Term to the projected 
Fair Market Sales Value of the Project as of the ex piration of such Renewal 
Lease Term, as such Fair Market Sales Value in each  case is determined prior to 
the commencement of such Renewal Lease Term, plus a ny amount of Renewal Lease 
Rent accrued and unpaid to the date of termination.  In determining Fair Market 
Sales Value for any Renewal Lease Term, effect shal l be given, whether positive 
or negative, to the encumbrance on the Project of a ny FMV Renewal Lease Term 
available or in force. 
 
          Section 15.6. Rebuilding Related Extensio ns. In the event that the 
Project has suffered an Event of Loss or Significan t Partial Loss and the Lessee 
has elected to rebuild the Project pursuant to Sect ion 10.1 but is unable to 
satisfy the conditions set forth in Section 10.3 pr ior to the last day of the 
Project Lease Term, then, notwithstanding the provi sions of Section 15.2, the 
Lessee shall be deemed to have elected the renewal option set forth in Section 
15.2. The term of any such renewal shall extend unt il the date that is 18 months 
following the date on which all of the conditions s et forth in Section 10.3 are 
satisfied. The Fair Market Rental Value payable dur ing any such renewal term 
shall be equal to the Fair Market Rental Value of t he Project assuming that the 
Project had been fully rebuilt on the first day of such renewal term in 
accordance with Section 10.3. 
 
SECTION 16. EVENTS OF DEFAULT 
 
     The following events shall constitute a "Lease  Event of Default" hereunder 
(whether any such event shall be voluntary or invol untary or come about or be 
effected by operation of law or pursuant to or in c ompliance with any judgment, 
decree or order of any court or any order, rule or regulation of any 
Governmental Entity): 
 
          (a) the Lessee shall fail to make any pay ment of Periodic Lease Rent, 
Renewal Lease Rent or Termination Value (or amounts  computed by reference to 
Termination Value) after the same shall have become  due and payable, and such 
failure shall have continued for five (5) Business Days after the same shall 
have become due and payable; or 
 
          (b) the Lessee shall fail to make any pay ment of Supplemental Lease 
Rent (other than Excepted Payments, unless the Equi ty Investor shall have 
acknowledged in writing that such failure to pay an y such Excepted Payment shall 
constitute a default hereunder) after the same shal l have become due and such 
failure shall have continued for a period of 30 day s after receipt by the Lessee 
of written notice of such failure from the Equity I nvestor, the Owner Lessor or 
the Indenture Trustee; or 
 
          (c) [intentionally omitted] 
 
          (d) the Lessee or the Pledgor shall fail to perform or observe any 
other covenant, obligation or agreement to be perfo rmed or observed by it under 
this Project Lease or any other Operative Document to which it is a party (other 
than any covenant, obligation or agreement referred  to in any other clause of 
this Section 16 or contained in the Tax Indemnity 
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Agreement or in Section 3.2(c) of this Project Leas e or Section 5.31 or 11.2 of 
the Participation Agreement), and such failure shal l continue unremedied for 30 
days after receipt by the Lessee of written notice of such failure from the 
Equity Investor, the Owner Lessor or the Indenture Trustee (or, in the case of a 
failure described in this clause (d), a longer peri od, not to exceed (A) in the 
case of failure to comply with Governmental Approva ls or Applicable Laws, 210 



days, so long as the Owner Lessor and the Indenture  Trustee receive written 
confirmation from the Engineering Consultant that s uch failure can be cured 
within such period; and (B) in all other cases, 180  days, in each case, as long 
as the Lessee or the Pledgor is diligently pursuing  a cure in good faith and 
such failure is capable of being cured); or 
 
          (e) any representation or warranty made b y the Lessee or the Pledgor 
in the Operative Documents (other than a Tax Repres entation) shall prove to have 
been incorrect as of the date made in any significa nt respect and shall continue 
to be significant and the condition giving rise to such incorrect representation 
or warranty is unremedied for a period of 30 days a fter receipt by the Lessee of 
written notice thereof from the Equity Investor, th e Owner Lessor or the 
Indenture Trustee; provided, however, that if (i) t he condition giving rise to 
such incorrect representation or warranty is capabl e of being remedied but not 
within such 30-day period, and (ii) such party is d iligently proceeding to 
remedy such condition, then the period for cure sha ll be extended for the period 
necessary to remedy such condition, but in no event  shall the aggregate cure 
period under this Section 16(e) exceed 180 days; or  
 
          (f) the bankruptcy, insolvency or reorgan ization of, or the 
appointment of an administrator for, (i) the Power Purchaser and the Power 
Purchase Agreement shall not have been replaced wit h Replacement PPA or (ii) KLP 
or KLDC and as a result thereof the Lessee's right to possession of the Project 
Site shall have been disturbed; or 
 
          (g) (i) the Lessee or the Pledgor shall c ommence any case or other 
proceeding (A) under any existing or future law of any jurisdiction, domestic or 
foreign, relating to bankruptcy, insolvency, reorga nization or relief of 
debtors, seeking to have an order for relief entere d with respect to it, or 
seeking to adjudicate it as bankrupt or insolvent, or seeking reorganization, 
arrangement, adjustment, winding-up, liquidation, d issolution, composition or 
other relief with respect to it or its debts, or (B ) seeking appointment of a 
receiver, trustee, custodian or other similar offic ial for it or for all or any 
substantial part of its assets, or the Lessee or th e Pledgor shall make a 
general assignment for the benefit of its creditors ; or (ii) there shall be 
commenced against the Lessee or the Pledgor any cas e or other proceeding of a 
nature referred to in clause (i) above which (A) re sults in the entry of an 
order for relief or any such adjudication or appoin tment or (B) remains 
undismissed, undischarged or unbonded for a period of sixty (60) days; or (iii) 
there shall be commenced against the Lessee or the Pledgor any case or other 
proceeding seeking issuance of a warrant of attachm ent, execution, distraint or 
similar process against all or any substantial part  of its assets which results 
in the entry of an order for any such relief which shall not have been vacated, 
discharged, or stayed or bonded pending appeal with in sixty (60) days from the 
entry thereof; or (iv) the Lessee or the Pledgor sh all take any action in 
furtherance of, or indicating its consent to, appro val of, or acquiescence in, 
any of the acts set forth in clause (i), (ii) or (i ii) above; or (v) the Lessee 
or the Pledgor shall generally not, or shall be una ble to, or shall admit in 
writing its inability to, pay its debts as they bec ome due; or 
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          (h) the dissolution of the Lessee under A pplicable Law, including, 
without limitation, the dissolution of the Lessee a s a result of the bankruptcy, 
insolvency or reorganization of any Lessee Partner;  
 
          (i) a final and non-appealable judgment o r judgments for the payment 
of money in excess of $5,000,000 not covered by ins urance shall be rendered 
against the Lessee, and such judgment or judgments shall not have been vacated, 
stayed, discharged, bonded or satisfied by Lessee o r its Affiliates within 30 
days from the date of entry thereof; or 
 
          (j) any party to a Project Document shall  default in its significant 



obligations thereunder and such default remains unc ured for the longer of (A) 
the period allowed for the cure of such default und er the applicable Project 
Document and (B) in the case of a default by a part y (other than the Lessee) to 
a Project Document, 180 days during which the Lesse e shall have a right to cure 
such default or replace such defaulting party with a Replacement Contract; or 
 
          (k) any significant provision of any Proj ect Document or any 
Governmental Approval required to be obtained and/o r maintained by the Lessee 
shall at any time for any reason cease to be valid and binding or the 
enforceability thereof is contested and the applica ble Project Document shall 
not have been replaced with a Replacement Contract that is on substantially 
similar or better terms to the Lessee within 180 da ys or the applicable 
Governmental Approval shall not have been replaced or reinstated within 180 
days; or 
 
          (l) (i) the Indenture Trustee shall cease  to have a valid first 
priority security interest in the Collateral or any  part thereof or (ii) the 
Owner Lessor shall cease to have a valid first prio rity security interest in the 
property subject to the Lien of any of the Lessee S ecurity Documents or any part 
thereof, provided, that upon receipt by the Lessee of written notice of such 
cessation from the Equity Investor, the Owner Lesso r or the Indenture Trustee, 
the Lessee shall have a period of three (3) Busines s Days to cure such default; 
or 
 
          (m) a Change of Control shall have occurr ed; or 
 
          (n) the occurrence of a Head Lease Event of Default caused by the 
Lessee. 
 
SECTION 17. REMEDIES 
 
          Section 17.1. Remedies for Lease Event of  Default. Upon the occurrence 
of any Lease Event of Default and at any time there after so long as the same 
shall be continuing (the Owner Lessor acknowledging  that in making a 
determination that a Lease Event of Default has occ urred under Section 16(d) or 
(e), to the extent the Lessor exercises discretion in making such determination, 
it shall exercise such discretion in a commercially  reasonable manner), the 
Owner Lessor may, at its option, declare this Proje ct Lease to be in default by 
written notice to the Lessee; provided that upon th e occurrence of a Lease Event 
of Default described in paragraph (g) of Section 16 , this Project Lease shall 
automatically be deemed to be in default without th e need for giving any notice; 
and at any time thereafter, so long as the Lessee s hall not have remedied all 
outstanding Lease Events of Default, the Owner Less or may do one or more of the 
following as the Owner Lessor in its sole discretio n shall elect, to the extent 
permitted by, and subject to compliance with any ma ndatory requirements of, 
Applicable Law then in effect: 
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          (a) proceed by appropriate court action o r actions, either at law or 
in equity, to enforce performance by the Lessee, at  the Lessee's sole cost and 
expense, of the applicable covenants and terms of t his Project Lease or to 
recover damages for breach thereof; 
 
          (b) by notice in writing to the Lessee, t erminate this Project Lease 
whereupon all right of the Lessee to the possession  and use under this Project 
Lease of the Project shall absolutely cease and ter minate but the Lessee shall 
remain liable as hereinafter provided; and thereupo n, the Owner Lessor may 
demand that the Lessee, and the Lessee shall upon w ritten demand of the Owner 
Lessor and at the Lessee's expense, forthwith retur n possession of the Project 
to the Owner Lessor in the manner and condition req uired by, and otherwise in 
accordance with all of the provisions of Section 5,  except those provisions 
relating to periods of notice; and the Owner Lessor  may thenceforth hold, 



possess and enjoy the same free from any right of t he Lessee, or its successor 
or assigns, to use the Project for any purpose what ever; 
 
          (c) sell the Owner Lessor's Leasehold Int erest at public or private 
sale, as the Owner Lessor may determine, free and c lear of any rights of the 
Lessee under this Project Lease and without any dut y to account to the Lessee 
with respect to such sale or for the proceeds there of (except to the extent 
required by paragraph (f) below if the Owner Lessor  elects to exercise its 
rights under said paragraph and by Applicable Law),  in which event Allocated 
Rent shall cease to accrue and the Lessee's obligat ion to pay Periodic Lease 
Rent or Renewal Lease Rent hereunder due for any pe riods subsequent to the date 
of such sale shall terminate (except to the extent that Periodic Lease Rent and 
Renewal Lease Rent is to be included in computation s under paragraph (e) or (f) 
below if the Owner Lessor elects to exercise its ri ghts under said paragraphs); 
 
          (d) hold, keep idle or lease to others th e Project as the Owner Lessor 
in its sole discretion may determine, free and clea r of any rights of the Lessee 
under this Project Lease and without any duty to ac count to the Lessee with 
respect to such action or inaction or for any proce eds with respect thereto, 
except that the Lessee's obligation to pay Periodic  Lease Rent or Renewal Lease 
Rent due for any periods subsequent to the date upo n which the Lessee shall have 
been deprived of possession and use of the Project pursuant to this Section 17 
shall be reduced by the net proceeds, if any, recei ved by the Owner Lessor from 
leasing the Project to any Person other than the Le ssee; 
 
          (e) whether or not the Owner Lessor shall  have exercised, or shall 
thereafter at any time exercise, any of its rights under paragraph (b) above, 
the Owner Lessor, by written notice to the Lessee s pecifying a Termination Date 
that shall be not earlier than 10 days after the da te of such notice, may demand 
that the Lessee pay to the Owner Lessor, and the Le ssee shall pay to the Owner 
Lessor, on the Termination Date specified in such n otice, any unpaid Periodic 
Lease Rent and Renewal Lease Rent due on or before such Termination Date, any 
Supplemental Lease Rent due and payable on or prior  to such Termination Date, 
plus as liquidated damages for loss of a bargain an d not as a penalty (in lieu 
of the Periodic Lease Rent or Renewal Lease Rent du e on and after such 
Termination Date), (i) an amount equal to the exces s, if any, of the Termination 
Value computed as of such Termination Date over the  Fair Market Sales Value of 
the Project as of such Termination Date, or (ii) an  amount equal to the excess, 
if any, of Termination Value computed as of such Te rmination Date over the Fair 
Market Rental Value of 
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the Project until the end of the Basic Lease Term o r the then current Renewal 
Lease Term, after discounting such Fair Market Rent al Value semiannually to 
present value as of such Termination Date at a rate  equal to the Lease Debt 
Rate, or (iii) an amount equal to the Termination V alue computed as of such 
Termination Date; provided that upon payment of suc h Termination Value by the 
Lessee pursuant to this clause (iii) and all other Rent (not otherwise included 
in the calculation of such Termination Value) then due and unpaid, or accrued 
and unpaid, by the Lessee, then upon any sale of th e Owner Lessor's Leasehold 
Interest as a result of such exercise of remedies a t public or private sale, the 
Owner Lessor shall pay over to the Lessee upon cons ummation of any such sale the 
net proceeds of such sale (after deducting from suc h proceeds all costs and 
expenses incurred by the Owner Lessor in connection  therewith and all other 
amounts that may become payable to the Owner Lessor , the Equity Investor, the 
Indenture Trustee or any Noteholder) but not to exc eed the sum of such 
Termination Value paid by the Lessee plus interest at the Prime Rate (as 
published in the Wall Street Journal from time to t ime) from such Termination 
Date until the date of payment of such proceeds to the Lessee and the Lessee 
waives all claims against the Owner Lessor and the Equity Investor in connection 
with the sale of the Owner Lessor's Leasehold Inter est efforts pursuant to this 
proviso. Upon payment of such amount under either c lause (i), (ii) or (iii) of 



this paragraph (e) and all other Rent then due and unpaid, or accrued and 
unpaid, by the Lessee, Allocated Rent shall cease t o accrue and the Lessee's 
obligation to pay Periodic Lease Rent or Renewal Le ase Rent hereunder due for 
any periods subsequent to the date of such payment shall terminate and this 
Project Lease, the Head Lease and the Sublease of t he Power Plant Sublease shall 
terminate; 
 
          (f) if the Owner Lessor shall have sold t he Owner Lessor's Leasehold 
Interest pursuant to paragraph (c) above, the Owner  Lessor may, if it shall so 
elect, demand that the Lessee pay to the Owner Less or, and the Lessee shall pay 
to the Owner Lessor, as liquidated damages for loss  of a bargain and not as a 
penalty (in lieu of the Periodic Lease Rent or Rene wal Lease Rent due for any 
periods subsequent to the date of such sale), an am ount equal to (i) any unpaid 
Periodic Lease Rent and Renewal Lease Rent due on o r before the date of such 
sale and, plus (ii) if the date is not a Terminatio n Date, the sum of (A) 
accrued and unpaid interest on the Senior Notes fro m the Termination Date next 
preceding the date of such sale (after payment of p rincipal, premium and 
interest on the Senior Notes on such Termination Da te (if such Termination Date 
is a Rent Payment Date)) to the date of such sale, plus (B) the product of (x) 
the positive or negative difference between the Equ ity Portion of Termination 
Value on the Termination Date next preceding the da te of such sale (after any 
payment of the Equity Portion of Periodic Lease Ren t due on such Termination 
Date (if such Termination Date is a Rent Payment Da te)) and the Equity Portion 
of Termination Value on the Termination Date next s ucceeding the date of such 
sale, and (y) a fraction, the numerator of which is  the number of days from the 
Termination Date next preceding the date of such sa le to the date of such sale, 
and the denominator of which is the number of days between the Termination Date 
next preceding the date of such sale and the Termin ation Date next succeeding 
the date of such sale, plus (iii) either (A) if the  date of such sale is not a 
Termination Date, the amount, if any, by which the Termination Value computed as 
of the Termination Date next preceding the date of such sale (after deducting 
any payment of the Periodic Lease Rent due on such Termination Date (if such 
Termination Date is a Rent Payment Date)), exceeds the net proceeds of such sale 
or (B) if the date of such sale is a Termination Da te, the amount by which the 
Termination Value as of the date of sale exceeds th e net proceeds of such sale, 
together with interest on the amounts payable 
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pursuant to this Section 17.1(f) at the Overdue Rat e for the period, if any, 
from the date of sale to and including the date of actual payment of all such 
amounts to the Owner Lessor; and, upon payment of a ll such amounts, the Lessee's 
obligation to pay Periodic Lease Rent or Renewal Le ase Rent for any periods 
subsequent to the date of such payment shall termin ate and this Project Lease, 
the Head Lease and the Sublease of the Power Plant Sublease shall terminate; or 
 
          (g) apply any amounts that are held by th e Owner Lessor or the Lease 
Indenture Trustee as security for the Lessee's obli gations hereunder or under 
any Security Document against any amounts owed by t he Lessee hereunder or under 
any other Operative Document, subject to Section 12 .17 of the Participation 
Agreement. 
 
     In addition, the Lessee shall be liable, excep t as otherwise provided 
above, for (i) any and all unpaid Periodic Lease Re nt and Renewal Lease Rent due 
hereunder before or during the exercise of any of t he foregoing remedies, and 
(ii) on an After-Tax Basis, for legal fees and othe r costs and expenses incurred 
by reason of the occurrence of any Lease Event of D efault or the exercise of the 
remedies with respect thereto, including the repaym ent in full of any costs and 
expenses necessary to be expended in connection wit h the return of the Project 
in accordance with Section 5 hereof, including, any  costs and expenses incurred 
by the Owner Lessor, the Equity Investor, the Inden ture Trustee and the 
Noteholders in connection with retaking constructiv e possession of, or in 
repairing, the Project in order to cause it to be i n compliance with all 



maintenance standards imposed by this Project Lease . 
 
     All payments of Rent under this Section 17.1 s hall, so long as the Lien of 
the Indenture shall not have been terminated and fu lly discharged, be made to or 
at the direction of the Indenture Trustee. 
 
          Section 17.2. Cumulative Remedies. The re medies in this Project Lease 
provided in favor of the Owner Lessor shall not be deemed exclusive, but shall 
be cumulative and shall be in addition to all other  remedies in its favor 
existing at law or in equity; and the exercise or b eginning of exercise by the 
Owner Lessor of any one or more of such remedies sh all not, except as 
specifically provided in this Section 17, preclude the simultaneous or later 
exercise by the Owner Lessor of any or all of such other remedies. To the extent 
permitted by Applicable Law, the Lessee hereby waiv es any rights now or 
hereafter conferred by statute or otherwise which m ay require the Owner Lessor 
to sell, lease or otherwise use the Project or any Component thereof in 
mitigation of the Owner Lessor's damages as set for th in this Section 17 or 
which may otherwise limit or modify any of the Owne r Lessor's rights and 
remedies in this Section 17. 
 
          Section 17.3. No Delay or Omission to be Construed as Waiver. No delay 
or omission to exercise any right, power or remedy accruing to the Owner Lessor 
upon any breach or default by the Lessee under this  Project Lease shall impair 
any such right, power or remedy of the Owner Lessor , nor shall any such delay or 
omission be construed as a waiver of any breach or default, or of any similar 
breach or default hereafter occurring; nor shall an y waiver of a single breach 
or default be deemed a waiver of any subsequent bre ach or default. 
 
          Section 17.4. Limited Recourse. Notwithst anding anything else in any 
Operative Document to the contrary, if the sole Lea se Event of Default is 
triggered by the occurrence of (each a "Limited Rec ourse Event" (x) an event set 
forth in Section 16(d) (as it pertains to any 
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covenant, obligation or agreement (other than a pay ment obligation) of the 
Lessee in any Real Estate Document or any Project D ocument) or (y) an event set 
forth in Section 16(e) as it pertains to (i) the re presentation and warranty of 
the Lessee in Section 3.1(c)(iii), 3.1(d)(i)(B) (to  the extent such 
representation and warranty relates to the Owner Le ssor), 3.1(e), 3.1(h)(iii), 
and 3.1(x) of the Participation Agreement, or (ii) any representation or 
warranty of the Lessee in any Real Estate Document or in any Project Document) 
or (z) an event set forth in Section 16(f), (j), (k ) and (l) (as it pertains to 
any party to a Project Document), or any combinatio n of the foregoing and no 
other event that gives rise to a Lease Event of Def ault has occurred and is 
continuing, the Lessee's recourse liability to the Owner Lessor including 
recourse with respect to amounts in the Accounts as  a consequence of such Lease 
Event of Default (including any liability for enfor cement costs or losses 
arising as a result of such Lease Event of Default and Section 9 of the 
Participation Agreement for any Claims arising out of any Limited Recourse 
Event) shall be limited to the Limited Recourse Amo unt (it being understood by 
the parties hereto that the limit on the Lessee's r ecourse liability with 
respect to any indemnification provisions shall onl y pertain to Claims that 
directly arise from a Limited Recourse Event). In a ddition, any amounts owed to 
the Owner Lessor which are not paid in full from th e Lessee's liability to pay 
the Limited Recourse Amount may be realized by the exercise of remedies with 
respect to the Collateral under this Section 17. Fo r the avoidance of doubt, the 
Owner Lessor (or the Indenture Trustee) shall not b e entitled to claim the 
excess, if any, of (i) the aggregate of the balance s in the Payment Accounts and 
the Accounts (other than the Loss Proceeds Account)  over (ii) the Limited 
Recourse Amount, in each case as of the date of the  declaration of a Limited 
Recourse Event. 
 



SECTION 18. SUBLEASE 
 
     The Lessee shall not have the right to subleas e the Project or assign its 
interest in this Project Lease, the Project Documen ts or the Project Site, in 
whole or in part, without the prior consent of the Owner Lessor. 
 
SECTION 19. OWNER LESSOR'S RIGHT TO PERFORM 
 
     If the Lessee fails to make any payment requir ed to be made by it hereunder 
or fails to perform or comply with any of its other  agreements contained herein 
after notice to the Lessee and failure of the Lesse e to so perform or comply, 
the Owner Lessor may itself, or may cause the Equit y Investor to, make such 
payment or perform or comply with such agreement in  a reasonable manner, but 
shall not be obligated hereunder to do so, and the amount of such payment and of 
the reasonable expenses of the Owner Lessor or the Equity Investor incurred in 
connection with such payment or the performance of or compliance with such 
agreement, as the case may be, together with intere st thereon at the Overdue 
Rate, to the extent permitted by Applicable Law, sh all be deemed to be 
Supplemental Lease Rent, payable by the Lessee to t he Owner Lessor on demand. 
Notwithstanding anything to the contrary contained in the foregoing, the 
provisions of this Section 19 shall in no event res trict any of the Owner 
Lessor's rights following the occurrence of the a L ease Event of Default, it 
being agreed and understood that the Owner Lessor s hall be entitled to exercise 
all of its remedies pursuant to Section 17 upon the  occurrence of any such 
event. 
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SECTION 20. SECURITY FOR OWNER LESSOR'S OBLIGATION TO THE INDENTURE TRUSTEE 
 
     In order to secure the Senior Notes, the Owner  Lessor will assign and grant 
a Lien to the Indenture Trustee in and to all of th e Owner Lessor's right, title 
and interest in, to and under this Project Lease (o ther than Excepted Payments), 
and grant a security interest in favor of the Inden ture Trustee in all of the 
Owner Lessor's right, title and interest in and to the Owner Lessor's Leasehold 
Interest. The Lessee hereby consents to such assign ment and to the creation of 
such Lien and security interest and acknowledges re ceipt of copies of the 
Indenture and the other Operative Documents, it bei ng understood that such 
consent shall not affect any requirement or the abs ence of any requirement for 
any consent of the Lessee under any other circumsta nces. Unless and until the 
Lessee shall have received written notice from the Indenture Trustee that the 
Lien of the Indenture has been terminated and fully  discharged, the Indenture 
Trustee shall have the right to exercise the rights  of the Owner Lessor under 
this Project Lease to the extent set forth in and s ubject in each case to the 
exceptions set forth in the Indenture. TO THE EXTEN T, IF ANY, THAT THIS PROJECT 
LEASE CONSTITUTES CHATTEL PAPER (AS SUCH TERM IS DE FINED IN THE UNIFORM 
COMMERCIAL CODE AS IN EFFECT IN ANY APPLICABLE JURI SDICTION), NO SECURITY 
INTEREST IN THIS PROJECT LEASE MAY BE CREATED THROU GH THE TRANSFER OR POSSESSION 
OF ANY COUNTERPART HEREOF OTHER THAN THE ORIGINAL COUNTERPART, WHICH SHALL BE 
IDENTIFIED AS THE COUNTERPART CONTAINING THE RECEIP T THEREFOR EXECUTED BY THE 
INDENTURE TRUSTEE ON THE SIGNATURE PAGE THEREOF. 
 
SECTION 21. PURCHASE OPTIONS 
 
          Section 21.1. Election of Purchase Option s. So long as no Significant 
Lease Default or Lease Event of Default shall have occurred and be continuing, 
the Lessee shall have the option to purchase the Ow ner Lessor's Leasehold 
Interest from the Owner Lessor (i) on the EBO Date for the EBO Amount (the 
"Early Buyout Option") and (ii) on the last day of the Basic Lease Term at the 
FPPO Price by giving the Owner Lessor written notic e not earlier than 
forty-eight (48) months and not later than eighteen  18 months prior to the date 
such purchase option may be exercised. 
 



          Section 21.2. Purchase Option Payments. 
 
          (a) On the Purchase Date, the Lessee shal l pay to the Owner Lessor, or 
at its direction the EBO Amount or the FPPO Price, as applicable. 
 
          (b) On the Purchase Date, the Lessee shal l pay to the Owner Lessor (a) 
all Supplemental Lease Rent (including all reasonab le out-of-pocket costs and 
expenses of the Owner Lessor, the Equity Investor, the Indenture Trustee and the 
Noteholders) due and payable on or prior to the Pur chase Date, and (b) any 
unpaid Periodic Lease Rent and Renewal Lease Rent d ue on or before such Purchase 
Date. All Rent payments under this Section 21 shall , so long as the Lien of 
Indenture shall not have been terminated and fully discharged, be made to or at 
the direction of the Indenture Trustee. Upon paymen t of all sums specified in 
this Section 21.2, (i) Allocated Rent shall cease t o accrue and the obligation 
to pay Periodic Lease Rent or 
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Renewal Lease Rent shall cease, (ii) the Lessee sha ll cease to have any 
liability to the Owner Lessor with respect to the P roject, except for 
Supplemental Lease Rent and other obligations (incl uding those under Sections 
9.1 and 9.2 of the Participation Agreement and the Tax Indemnity Agreement) 
surviving pursuant to the express terms of any Oper ative Document, (iii) the 
Owner Lessor shall pay the outstanding principal, a ccrued and unpaid interest, 
and premium, if any, on the Senior Notes, (iv) this  Project Lease, the Head 
Lease and the Sublease of Power Plant Sublease shal l terminate, (v) the Owner 
Lessor shall, at the Lessee's cost and expense, exe cute and deliver to the 
Lessee a release and termination of this Project Le ase, the Head Lease and the 
Sublease of Power Plant Sublease and (vi) the Owner  Lessor shall transfer (by an 
appropriate instrument of transfer in form and subs tance reasonably satisfactory 
to the Owner Lessor and prepared by and at the expe nse of the Lessee) the Owner 
Lessor's Leasehold Interest to the Lessee pursuant to this Section 21 on an "as 
is, where is" and "with all faults" basis, without representations or warranties 
other than a warranty as to the absence of Owner Le ssor's Liens and a warranty 
of the Equity Investor as to the absence of Equity Investor's Liens, and shall 
execute and deliver appropriate releases and other documents or instruments 
necessary or desirable to effect the foregoing, all  to be prepared, filed and 
recorded (as appropriate) at the cost and expense o f the Lessee. It shall be a 
condition of the termination of this Project Lease pursuant to this Section 21 
that the Lessee shall pay all amounts it is obligat ed to pay under this Section 
21.2. If the Lessee fails to consummate any purchas e pursuant to the exercise of 
the option set forth in Section 21.1(i) hereof, aft er giving notice of its 
intention to do so, (i) this Project Lease shall co ntinue and (ii) such failure 
to consummate shall not constitute a Lease Default;  provided, however, that, 
unless the exercise of the purchase option has been  withdrawn before the date on 
which any related notice of prepayment of Senior No tes has become irrevocable in 
accordance with the terms of the Indenture, the Les see shall be obligated to 
make a Supplemental Rent payment (on an After-Tax B asis to the Owner Lessor and 
the Equity Investor) equal to the principal of, and  interest and Make-Whole 
Premium, if any on the Senior Notes which are due a nd payable. Whether or not 
this Project Lease is terminated and whether or not  the Lessee fails to 
consummate any purchase pursuant to the exercise of  the option set forth in 
Section 21.1(i) hereof, the Lessee shall in any eve nt pay all reasonable 
out-of-pocket costs and expenses of the Owner Lesso r, the Equity Investor, the 
Indenture Trustee and the Noteholders in connection  with the exercise by the 
Lessee of its right to purchase the Owner Lessor's Leasehold Interest under this 
Section 21. 
 
          Section 21.3. Assumption of the Senior No tes. Notwithstanding the 
provisions of Section 21.2, if (a) the Lessee (or i ts designee) shall have 
executed and delivered an assumption agreement to a ssume in full the Senior 
Notes and the obligations and liabilities of the Ow ner Lessor under the 
Indenture as permitted by and in accordance with Se ction 2.10(B) of the 



Indenture, (b) all other conditions contained in su ch Section 2.10(B) shall have 
been satisfied, and (c) no Significant Lease Defaul t or Lease Event of Default 
shall have occurred and be continuing after giving effect to such assumption, 
then the amounts otherwise payable by the Lessee pu rsuant to this Section 21 
shall be reduced by the outstanding principal amoun t of and accrued interest on 
the Senior Notes so assumed by the Lessee. 
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SECTION 22. MISCELLANEOUS 
 
          Section 22.1. Amendments and Waivers. No term, covenant, agreement or 
condition of this Project Lease may be terminated, amended or compliance 
therewith waived (either generally or in a particul ar instance, retroactively or 
prospectively) except by an instrument or instrumen ts in writing executed by 
each party hereto. 
 
          Section 22.2. Notices. Unless otherwise e xpressly specified or 
permitted by the terms hereof, all communications a nd notices provided for 
herein to a party hereto shall be in writing or by a telecommunications device 
capable of creating a written record, and any such notice shall become effective 
(a) upon personal delivery thereof, including by ov ernight mail or courier 
service, (b) in the case of notice by United States  mail, certified or 
registered, postage prepaid, return receipt request ed, upon receipt thereof, or 
(c) in the case of notice by such a telecommunicati ons device, upon transmission 
thereof, provided such transmission is promptly con firmed by either of the 
methods set forth in clauses (a) and (b) above, in each case addressed to such 
party and copy party at its address set forth below  or in the case of any such 
party or copy party hereto, at such other address a s such party or copy party 
may from time to time designate by written notice t o the other party: 
 
If to the Owner Lessor: 
 
     SE Puna, L.L.C. 
     c/o Wilmington Trust Company 
     Rodney Square North 
     1100 North Market Street 
     Wilmington, DE 19890-0001 
     Telephone No.: (302) 636-6000 
     Facsimile No.: (302) 636-4141 
     Attention: Corporate Trust Administration 
 
with a copy to the Equity Investor: 
 
     SE Puna Lease, L.L.C. 
     c/o Southern Company 
     270 Peachtree Street NW 
     Atlanta, GA 30303 
     Telephone No.: (404) 506-5162 
     Facsimile No.: (404) 506-0708 
     Attention: Director, Finance and Capital Marke ts 
 
and to the Indenture Trustee: 
 
     Union Bank of California, N.A. 
     475 Sansome Street, 12th Floor 
     San Francisco, CA 94111 
     Telephone No.: (415) 296-6754 
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     Facsimile No.: (415) 296-6767 
     Attention: Corporate Trust Department 
 
If to the Lessee: 
 
     Puna Geothermal Venture 
     980 Greg Street 
     Sparks, NV 89431 
     Telephone No.: (775) 356-9029 
     Facsimile No.: (775) 356-9039 
     Attention: President 
 
          Section 22.3. Survival. Except for the pr ovisions of Sections 3.3, 
3.5, 5, 9 and 17 (and any other provisions hereof w hich expressly contemplate 
that they shall so survive), which shall survive, t he warranties and covenants 
made by each party hereto shall not survive the exp iration or termination of 
this Project Lease in accordance with its terms. 
 
          Section 22.4. Successors and Assigns. Thi s Project Lease shall be 
binding upon and shall inure to the benefit of, and  shall be enforceable by, the 
parties hereto and their respective successors and assigns as permitted by and 
in accordance with the terms hereof. Except as expr essly provided herein or in 
the other Operative Documents, neither party hereto  may assign its interests or 
transfer its obligations herein without the consent  of the other party hereto. 
 
          Section 22.5. True Lease. The parties int end that the Owner Lessor (or 
the Equity Investor) is the owner and lessor of the  Project and that the Lessee 
is the lessee thereof for all purposes including Fe deral income tax purposes 
(subject to the Head Lessor's retention of legal ti tle to the Project). Nothing 
herein shall be construed to affect the Owner Lesso r's status as owner of the 
Project or as conveying to the Lessee any right, ti tle or interest in or to the 
Project except as lessee only. 
 
          Section 22.6. Governing Law. This Project  Lease was negotiated in the 
State of New York, and in all respects this Project  Lease shall be governed by, 
and construed in accordance with, the laws of the S tate of New York, except that 
provisions for the creation and enforcement of any interest in real estate 
created hereby shall be governed by and construed a ccording to the laws of the 
State of Hawaii, it being understood that, to the f ullest extent permitted by 
the law of the State of Hawaii, the law of the Stat e of New York shall govern 
the validity and enforceability of the representati ons, warranties, covenants 
and obligations of the Lessee and the Owner Lessor under this Project Lease and 
all other Operative Documents and all of the obliga tions arising hereunder or 
thereunder. 
 
          Section 22.7. Severability. Any provision  of this Project Lease that 
is prohibited or unenforceable in any jurisdiction shall, as to such 
jurisdiction, be ineffective to the extent of such prohibition or 
unenforceability without invalidating the remaining  provisions hereof, and any 
such prohibition or unenforceability in any jurisdi ction shall not invalidate or 
render unenforceable such provision in any other ju risdiction. 
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          Section 22.8. Counterparts. This Project Lease may be executed by the 
parties hereto on any number of separate counterpar ts, each of which, subject to 
Section 20, when so executed and delivered shall be  an original, but all such 
counterparts shall together constitute but one and the same instrument. 
 
          Section 22.9. Headings and Table of Conte nts. The headings of the 
sections of this Project Lease and the Table of Con tents are inserted for 
purposes of convenience only and shall not be const rued to affect the meaning or 



construction of any of the provisions hereof. 
 
          Section 22.10. Further Assurances. Each p arty hereto will promptly and 
duly execute and deliver such further documents to make such further assurances 
for and take such further action reasonably request ed by the other party, all as 
may be reasonably necessary to carry out more effec tively the intent and purpose 
of this Project Lease. 
 
          Section 22.11. Effectiveness. This Projec t Lease has been dated as of 
the date first above written for convenience only. This Project Lease shall be 
effective on the Closing Date. 
 
          Section 22.12. Limitation of Liability. I t is expressly understood and 
agreed by the parties hereto that (a) this Project Lease is executed and 
delivered by the Trust Company, not individually or  personally but solely as 
manager of the Owner Lessor under the LLC Agreement , in the exercise of the 
powers and authority conferred and vested in it pur suant thereto, (b) each of 
the representations, undertakings and agreements he rein made on the part of the 
Owner Lessor is made and intended not as personal r epresentations, undertakings 
and agreements by the Trust Company but is made and  intended for the purpose for 
binding only the Owner Lessor, (c) nothing herein c ontained shall be construed 
as creating any liability on the Trust Company, ind ividually or personally, to 
perform any covenant either expressed or implied co ntained herein, all such 
liability, if any, being expressly waived by the pa rties hereto or by any Person 
claiming by, through or under the parties hereto an d (d) under no circumstances 
shall the Trust Company, be personally liable for t he payment of any 
indebtedness or expenses of the Owner Lessor or be liable for the breach or 
failure of any obligation, representation, warranty  or covenant made or 
undertaken by the Owner Lessor under this Project L ease. 
 
          Section 22.13. Entire Agreement. This Agr eement, together with the 
other applicable Operative Documents, constitutes t he entire agreement of the 
parties hereto and thereto with respect to the subj ect matter hereof and thereof 
and supercedes all oral and prior written agreement s and understandings with 
respect to such subject matter. 
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     IN WITNESS WHEREOF, the Owner Lessor and the L essee have caused this 
Project Lease to be duly executed and delivered by their respective officers 
thereunto duly authorized. 
 
                                        SE Puna, L. L.C. 
 
                                        By: Wilming ton Trust Company, not in its 
                                            individ ual capacity but solely as 
                                            Owner M anager 
 
 
                                            By: /s/  Janel R. Harvilla 
                                                --- ----------------------------- 
                                            Name: J anel R. Harvilla 
                                            Title: Financial Services Officer 
 
 
                                        PUNA GEOTHE RMAL VENTURE 
 
                                        By: ORNI 8 LLC, its partner 
                                        By: Ormat N evada Inc., its Manager 
 
 
                                            By: /s/  Connie Stechman 
                                                --- ----------------------------- 



                                            Name: C onnie Stechman 
                                            Title: Assistant Secretary 
 
 
                                        By: OrPuna LLC, its partner 
                                        By: Ormat N evada Inc., its Manager 
 
 
                                            By: /s/  Connie Stechman 
                                                --- ----------------------------- 
                                            Name: C onnie Stechman 
                                            Title: Assistant Secretary 
 
*Receipt of the original counterpart of the foregoi ng Project Lease is hereby 
acknowledged on this 18th day of May 2005. 
 
                                        Union Bank of California, N.A., 
                                        as Indentur e Trustee 
 
 
                                        By: /s/ Son ia N. Flores 
                                            ------- ----------------------------- 
                                        Name: Sonia  N. Flores 
                                        Title: Vice  President 
 
---------- 
* This acknowledgment executed in the original coun terpart only. 
 
 
 
 
                         PROJECT LEASE SUPPLEMENT N O. 1 
 
     This PROJECT LEASE SUPPLEMENT NO. 1, dated as of May 18, 2005, is between 
SE PUNA, L.L.C., a Delaware limited liability compa ny (the "Owner Lessor"), and 
PUNA GEOTHERMAL VENTURE, a Hawaii general partnersh ip (the "Lessee"). 
 
                                   WITNESSETH: 
 
     WHEREAS, the Owner Lessor and the Lessee have heretofore entered into that 
certain Project Lease Agreement, dated as of May 18 , 2005 (the "Project Lease"). 
The terms used herein are used with the meanings sp ecified in the Project Lease; 
and 
 
     WHEREAS, the Project Lease provides for the ex ecution and delivery of a 
Project Lease Supplement substantially in the form hereof for, among other 
things, the purpose of leasing the Project and conf irming Periodic Lease Rent, 
Allocated Rent and Termination Values with respect thereto. 
 
     NOW, THEREFORE, in consideration of the forego ing premises, the mutual 
agreements herein contained, and other good and val uable consideration, the 
receipt and sufficiency of which are hereby acknowl edged, the parties hereto 
agree as follows: 
 
          Section 1. Lease. The Owner Lessor hereby  leases the Project, upon the 
terms and conditions set forth in the Project Lease , to the Lessee for the Basic 
Lease Term (and Renewal Lease Term, if any) and the  Lessee hereby leases the 
Project upon the terms and conditions set forth in the Project Lease, from the 
Owner Lessor for such Basic Lease Term (and Renewal  Lease Term, if any). The 
Head Lease Rent for the Project, designated as such  in the Head Lease Supplement 
therefor, is $71,000,000. 
 
          Section 2. Payment of Periodic Rent. The Lessee hereby agrees to pay 
to the Owner Lessor basic lease rent for the lease of the Project (the "Periodic 
Lease Rent"), payable with respect to the Basic Lea se Term thereof, as follows: 
each payment of Periodic Lease Rent shall be payabl e on each Rent Payment Date 



in the amount equal to, subject to Section 3.4 of t he Project Lease, the product 
of (x) the Head Lease Rent therefor multiplied by ( y) the percentage set forth 
opposite such Rent Payment Date on Schedule 1 heret o under the caption "Periodic 
Lease Rent Percentage." 
 
          Section 3. Allocation of Rent. The Period ic Lease Rent allocated to 
each Rental Period for the use by the Lessee of the  Project shall be an amount 
equal to the product of (x) the Head Lease Rent the refor multiplied by (y) the 
percentage set forth opposite such Rental Period in  Schedule 2 hereof under the 
caption "Allocation Percentage" (the "Allocated Ren t"). 
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          Section 4. Termination Values. Terminatio n Values for any Termination 
Date in respect of the Project shall be an amount e qual to the product of (x) 
the Head Lease Rent therefor multiplied by (y) the percentage set forth under 
the heading "Termination Value Percentages" on Sche dule 3 hereto. 
 
          Section 5. EBO Price; EBO Date Prepaid Re nt Balance. The EBO Price in 
respect of the Project shall mean an amount equal t o $74,137,981.97. The EBO 
Date Prepaid Rent Balance shall mean an amount equa l to $3,023,892.07. 
 
          Section 6. FPPO Price. The FPPO Price in respect of the Project shall 
mean an amount equal to $42,850,709.17. 
 
          Section 7. Miscellaneous. (a) This Projec t Lease Supplement No. 1 
shall be construed in connection with and as part o f the Project Lease, and all 
terms, conditions and covenants contained in the Pr oject Lease, except as herein 
modified, shall be and remain in full force and eff ect. 
 
     (b) This Project Lease Supplement No. 1 may be  executed in any number of 
counterparts, each executed counterpart constitutin g an original but all 
together one and the same instrument. 
 
 
 
          IN WITNESS WHEREOF, the Owner Lessor and the Lessee have caused this 
Project Lease Supplement No. 1 to be duly executed and delivered by their 
respective officers thereunto duly authorized as of  the day and year first above 
written. 
 
                                        SE PUNA, L. L.C. 
 
                                        By: Wilming ton Trust Company, not in its 
                                            individ ual capacity but solely as 
                                            Owner M anager 
 
 
                                            By: /s/  Janel R. Harvilla 
                                                --- ----------------------------- 
                                            Name: J anel R. Harvilla 
                                            Title: Financial Services Officer 
 
 
                                        PUNA GEOTHE RMAL VENTURE 
 
                                        By: ORNI 8 LLC, its partner 
 
 
                                            By: /s/  Connie Stechman 
                                                --- ----------------------------- 
                                            Name: C onnie Stechman 



                                            Title: Assistant Secretary 
 
 
                                        By: OrPuna LLC, its partner 
 
 
                                            By: /s/  Connie Stechman 
                                                --- ----------------------------- 
                                            Name: C onnie Stechman 
                                            Title: Assistant Secretary 
 
*Receipt of the original counterpart of the foregoi ng Project Lease Supplement 
No. 1 is hereby acknowledged on this 18th day of Ma y 2005. 
 
                                        Union Bank of California, N.A., 
                                        as Indentur e Trustee 
 
 
                                        By: /s/ Son ia N. Flores 
                                            ------- ----------------------------- 
                                        Name: Sonia  N. Flores 
                                        Title: Vice  President 
 
---------- 
* This acknowledgment executed in the original coun terpart only. 
 
 
 
 
--------------------------------------------------- ----------------------------- 
                                   SCHEDULE 1 
                                     TO THE 
                         PROJECT LEASE SUPPLEMENT N O. 1 
                               PERIODIC LEASE RENT 
 
          (expressed as a percentage of Head Lease Rent and in dollars) 
--------------------------------------------------- ----------------------------- 
 
      RENT                   PERIODIC LEASE           PERIODIC LEASE 
  PAYMENT DATE              RENT PERCENTAGE                RENT 
  ------------              ---------------           -------------- 
    June 30, 2005             0.6473227042                459,599.12 
December 30, 2005             2.8464218732              2,020,959.53 
    June 30, 2006             4.3784005070              3,108,664.36 
December 30, 2006             4.3784005070              3,108,664.36 
    June 30, 2007             4.2254682113              3,000,082.43 
December 30, 2007             4.2254682113              3,000,082.43 
    June 30, 2008             4.6768710141              3,320,578.42 
December 30, 2008             4.6768710141              3,320,578.42 
    June 30, 2009             3.3255457465              2,361,137.48 
December 30, 2009             5.0010715634              3,550,760.81 
    June 30, 2010             2.7606800000              1,960,082.80 
December 30, 2010             4.6806017746              3,323,227.26 
    June 30, 2011             4.9906810563              3,543,383.55 
December 30, 2011             4.9906810563              3,543,383.55 
    June 30, 2012             5.0771234507              3,604,757.65 
December 30, 2012             5.0771234507              3,604,757.65 
    June 30, 2013             4.9704976620              3,529,053.34 
December 30, 2013             4.9704976620              3,529,053.34 
    June 30, 2014             5.3714510704              3,813,730.26 
December 30, 2014             5.3714510704              3,813,730.26 
    June 30, 2015             5.0612968028              3,593,520.73 
December 30, 2015             5.0612968028              3,593,520.73 
    June 30, 2016             5.1572162113              3,661,623.51 
December 30, 2016             5.1572162113              3,661,623.51 
    June 30, 2017             5.4082660423              3,839,868.89 



December 30, 2017             5.4082660423              3,839,868.89 
    June 30, 2018             5.5358332535              3,930,441.61 
December 30, 2018             5.5358332535              3,930,441.61 
    June 30, 2019             5.6862400704              4,037,230.45 
December 30, 2019             5.6862400704              4,037,230.45 
    June 30, 2020             2.5095298592              1,781,766.20 
December 30, 2020             5.3780137042              3,818,389.73 
    June 30, 2021             0.0000000000                      0.00 
December 30, 2021             5.8578008310              4,159,038.59 
    June 30, 2022             0.0000000000                      0,00 
December 30, 2022             2.5535723521              1,813,036.37 
    June 30, 2023             0.0000000000                      0.00 
December 30, 2023             0.0000000000                      0.00 
    June 30, 2024             0.0000000000                      0.00 
December 30, 2024             0.0000000000                      0.00 
    June 30, 2025             0.0000000000                      0.00 
December 30, 2025             0.0000000000                      0.00 
    June 30, 2026             0.0000000000                      0.00 
December 30, 2026             0.0000000000                      0.00 
    June 30, 2027             0.0000000000                      0.00 
December 30, 2027             0.0000000000                      0.00 
 
            Total           156.6392511126            111,213,868.29 
 
 
 
 
 
 
 
--------------------------------------------------- ----------------------------- 
                                   SCHEDULE 2 
                                     TO THE 
                         PROJECT LEASE SUPPLEMENT N O. 1 
 
     ALLOCATED RENT, PROPORTIONAL RENT AND SECTION 467 INTEREST PERCENTAGES 
 
                 (expressed as a percentage of Head  Lease Rent) 
--------------------------------------------------- ----------------------------- 
<TABLE> 
 
        RENTAL PERIOD 
------------------------------- 
                                                        PROPORTIONAL        SECTION 467 
 FROM AND                TO AND          ALLOCATION          RENT              INTEREST 
INCLUDING              INCLUDING         PERCENTAGE       PERCENTAGE          PERCENTAGE 
---------              ---------         ----------      ------------        ----------- 
 
  May 19, 2005     December 30,2005      2.56721891 55    2.8862298169      0.0000000000 
 
January 1, 2006    December 30,2006      7.00150612 68    7.8715358732      0.0318945211 
 
January 1, 2007    December 30,2007      7.00150612 68    7.8715358732      0.0800454085 
 
January 1, 2008    December 30,2008      7.00150612 68    7.8715358732      0.1146663239 
 
January 1, 2009    December 30,2009      7.00150612 68    7.8715358732      0.1985021268 
 
January 1, 2010    December 30,2010      7.00150612 68    7.8715358732      0.2328152535 
 
January 1, 2011    December 30,2011      7.00150612 68    7.8715358732      0.2224497183 
 
January 1, 2012    December 30,2012      7.00150612 68    7.8715358732      0.3448942113 
 
January 1, 2013    December 30,2013      7.00150612 68    7.8715358732      0.4828434789 
 



January 1, 2014    December 30,2014      7.00150612 68    7.8715358732      0.6168393803 
 
January 1, 2015    December 30,2015      7.00150612 68    7.8715358732      0.7999701831 
 
January 1, 2016    December 30,2016      7.00150612 68    7.8715358732      0.9601491549 
 
January 1, 2017    December 30,2017      7.00150612 68    7.8715358732      1.1388090423 
 
January 1, 2018    December 30,2018      7.00150612 68    7.8715358732      1.3532088169 
 
January 1, 2019    December 30,2019      7.00150612 68    7.8715358732      1.5922591408 
 
January 1, 2020    December 30,2020      7.00150612 68    7.8715358732      1.8596523239 
 
January 1, 2021    December 30,2021      7.00150612 68    7.8715358732      1.9581244789 
 
January 1, 2022    December 30,2022      7.00150612 68    7.8715358732      1.9552049155 
 
January 1, 2023    December 30,2023      7.00150612 68    7.8715358732      1.7786600845 
 
January 1, 2024    December 30,2024      7.00150612 68    7.8715358732      1.4587841127 
 
January 1, 2025    December 30,2025      7.00150612 68    7.8715358732      1.1221146479 
 
January 1, 2026    December 30,2026      7.00150612 68    7.8715358732      0.7677700282 
 
January 1, 2027    December 30,2027      7.00150612 68    7.8715358732      0.3948223239 
 
January 1, 2028      January 3,2028      0.03889740 75    0.0437309249      0.0000191635 
 
 
                              Total    156.63925111 26  176.1037499522     19.4644988396 
</TABLE> 
 
 
 
 
 
 
--------------------------------------------------- ----------------------------- 
                                   SCHEDULE 3 
                                     TO THE 
                         PROJECT LEASE SUPPLEMENT N O. 1 
 
                          TERMINATION VALUE PERCENT AGES 
 
                 (expressed as a percentage of Head  Lease Rent) 
--------------------------------------------------- ----------------------------- 
 
 
               TERMINATION               TERMINATIO N VALUE 
                   DATE                      PERCEN TAGE 
               -----------               ---------- ------- 
                May 30, 2005               106.3202 447183 
               June 30, 2005               106.5414 426479 
               July 30, 2005               107.3672 670704 
              August 30, 2005              108.1967 439014 
             September 30, 2005            109.0299 003662 
              October 30, 2005             109.8490 624930 
             November 30, 2005             110.6718 273803 
             December 30, 2005             108.6518 000141 
              January 30, 2006             109.4490 959437 
             February 28, 2006             110.2498 318451 
               March 30, 2006              111.0540 333521 
               April 30, 2006              111.8573 009437 
                May 30, 2006               112.6449 368592 



               June 30, 2006               109.0575 402676 
               July 30, 2006               109.7770 797183 
              August 30, 2006              110.4994 797887 
             September 30, 2006            111.2247 618028 
              October 30, 2006             111.9274 590282 
             November 30, 2006             112.6328 913803 
             December 30, 2006             108.9626 787606 
              January 30, 2007             109.6151 808310 
             February 28, 2007             110.2700 626901 
               March 30, 2007              110.9273 420423 
               pril 30, 2007               111.5806 647183 
                May 30, 2007               112.2258 624225 
               June 30, 2007               108.6479 172676 
               July 30, 2007               109.2520 861549 
              August 30, 2007              109.8583 120423 
             September 30, 2007            110.4666 102254 
              October 30, 2007             111.0629 816901 
             November 30, 2007             111.6613 520423 
             December 30, 2007             108.0362 679718 
              January 30, 2008             108.5998 349577 
             February 29, 2008             109.1651 949014 
               March 30, 2008              109.7323 611690 
               April 30, 2008              110.2978 436056 
                May 30, 2008               110.8598 466901 
               June 30, 2008               106.7467 600704 
               July 30, 2008               107.2748 676197 
              August 30, 2008              107.8045 544930 
             September 30, 2008            108.3358 324648 
              October 30, 2008             108.8616 645775 
             November 30, 2008             109.3890 590704 
             December 30, 2008             105.2411 565493 
              January 30, 2009             105.7362 144930 
             February 28, 2009             106.2326 508451 
 
 
 
 
 
--------------------------------------------------- ----------------------------- 
                                   SCHEDULE 3 
                                     TO THE 
                         PROJECT LEASE SUPPLEMENT N O. 1 
 
                          TERMINATION VALUE PERCENT AGES 
 
                 (expressed as a percentage of Head  Lease Rent) 
--------------------------------------------------- ----------------------------- 
 
 
                TERMINATION               TERMINATI ON VALUE 
                    DATE                      PERCE NTAGE 
                -----------               --------- -------- 
               March 30, 2009               106.730 4758310 
               April 30, 2009               107.227 9376479 
                May 30, 2009                107.721 5289155 
                June 30, 2009               104.890 9419014 
                July 30, 2009               105.356 2444366 
               August 30, 2009              105.822 7036479 
             September 30, 2009             106.290 3281690 
              October 30, 2009              106.752 1042394 
              November 30, 2009             107.215 0107183 
              December 30, 2009             102.677 9844648 
              January 30, 2010              103.094 2189155 
              February 28, 2010             103.511 2444507 
               March 30, 2010               103.929 0669577 
               April 30, 2010               104.345 9367746 



                May 30, 2010                104.762 1812535 
                June 30, 2010               102.418 5368873 
                July 30, 2010               102.821 5354225 
               August 30, 2010              103.225 2264366 
             September 30, 2010             103.629 6150704 
              October 30, 2010              104.032 8116479 
              November 30, 2010             104.436 7021549 
              December 30, 2010             100.160 6900000 
              January 30, 2011              100.527 5350704 
              February 28, 2011             100.894 8032254 
               March 30, 2011               101.262 4976338 
               April 30, 2011               101.630 1477465 
                May 30, 2011                102.000 7365070 
                June 30, 2011               97.3810 951972 
                July 30, 2011               97.7381 267183 
               August 30, 2011              98.0956 088873 
             September 30, 2011             98.4535 450704 
              October 30, 2011              98.8152 846901 
              November 30, 2011             99.1775 100423 
              December 30, 2011             94.5495 436761 
              January 30, 2012              94.8964 908873 
              February 29, 2012             95.2439 189296 
               March 30, 2012               95.5918 313803 
               April 30, 2012               95.9410 683662 
                May 30, 2012                96.2934 571972 
                June 30, 2012               91.5692 439577 
                July 30, 2012               91.9066 932817 
               August 30, 2012              92.2446 603099 
             September 30, 2012             92.5831 488873 
              October 30, 2012              92.9257 015352 
              November 30, 2012             93.2688 099014 
              December 30, 2012             88.5353 546901 
 
 
 
 
 
 
--------------------------------------------------- ----------------------------- 
                                   SCHEDULE 3 
                                     TO THE 
                         PROJECT LEASE SUPPLEMENT N O. 1 
 
                          TERMINATION VALUE PERCENT AGES 
 
                 (expressed as a percentage of Head  Lease Rent) 
--------------------------------------------------- ----------------------------- 
 
 
               TERMINATION               TERMINATIO N VALUE 
                   DATE                      PERCEN TAGE 
               -----------               ---------- ------- 
            January 30, 2013               88.86201 57183 
            February 28, 2013              89.18922 83099 
             March 30, 2013                89.51699 65634 
             April 30, 2013                89.84620 92958 
              May 30, 2013                 90.17879 53099 
             June 30, 2013                 85.54147 93803 
              July 30, 2013                85.85920 20986 
            August 30, 2013                86.17751 99859 
           September 30, 2013              86.49643 74789 
            October 30, 2013               86.81969 60000 
            November 30, 2013              87.14359 09437 
            December 30, 2013              82.49762 93662 
            January 30, 2014               82.80509 77183 
           February 28, 2014               83.11320 19155 



             March 30, 2014                83.42194 67042 
             April 30, 2014                83.73227 10845 
              May 30, 2014                 84.04622 18592 
             June 30, 2014                 78.98940 56901 
             July 30, 2014                 79.28540 33239 
            August 30, 2014                79.58208 10141 
           September 30, 2014              79,87944 38310 
            October 30, 2014               80.18145 58592 
            November 30, 2014              80.48419 27465 
            December 30, 2014              75.41620 88310 
            January 30, 2015               75.69928 16901 
            February 28, 2015              75.98307 56761 
             March 30, 2015                76.26759 61831 
             April 30, 2015                76.55383 83521 
              May 30, 2015                 76.84395 88028 
             June 30, 2015                 72.07355 60845 
              July 30, 2015                72.34692 98732 
            August 30, 2015                72.62107 92676 
           September 30, 2015              72.89601 00704 
            October 30, 2015               73.17590 61127 
            November 30, 2015              73.45662 63662 
            December 30, 2015              68.67688 01690 
            January 30, 2016               68.93911 29155 
            February 29, 2016              69.20217 28592 
             March 30, 2016                69.46606 61972 
             April 30, 2016                69.73184 36056 
              May 30, 2016                 70.00178 83944 
             June 30, 2016                 65.11540 16338 
              July 30, 2016                65.36714 90000 
            August 30, 2016                65.61978 15211 
           September 30, 2016              65.87330 57746 
            October 30, 2016               66.13214 67324 
 
 
 
 
 
 
--------------------------------------------------- ----------------------------- 
                                   SCHEDULE 3 
                                     TO THE 
                         PROJECT LEASE SUPPLEMENT N O. 1 
 
                          TERMINATION VALUE PERCENT AGES 
 
                 (expressed as a percentage of Head  Lease Rent) 
--------------------------------------------------- ----------------------------- 
 
 
               TERMINATION               TERMINATIO N VALUE 
                   DATE                      PERCEN TAGE 
               -----------               ---------- ------- 
             November 30, 2016             66.39192 56901 
             December 30, 2016             61.49543 34225 
             January 30, 2017              61.73518 82958 
             February 28, 2017             61.97588 34930 
              March 30, 2017               62.21752 60282 
              April 30, 2017               62.46122 75493 
               May 30, 2017                62.70939 97746 
               June 30, 2017               57.55030 90141 
               July 30, 2017               57.77617 32817 
              August 30, 2017              58.00301 71690 
            September 30, 2017             58.23084 79718 
             October 30, 2017              58.46434 10000 
             November 30, 2017             58.69887 04930 
             December 30, 2017             53.52617 81268 



             January 30, 2018              53.73662 24930 
             February 28, 2018             53.94808 42958 
              March 30, 2018               54.16057 11268 
              April 30, 2018               54.37525 75915 
               May 30, 2018                54.59467 57042 
               June 30, 2018               49.27934 48732 
               JULY 30, 2018               49.47451 67606 
              August 30, 2018              49.67074 60563 
            September 30, 2018             49.86804 06338 
             October 30, 2018              50.07131 85634 
             November 30, 2018             50.27571 42958 
             December 30, 2018             44.94540 29014 
             January 30, 2019              45.12385 31831 
             February 28, 2019             45.30340 15352 
              March 30, 2019               45.48405 61549 
              April 30, 2019               45.66705 28169 
               May 30, 2019                45.85505 64085 
               June 30, 2019               40.35798 91831 
               July 30, 2019               40.52008 75070 
              August 30, 2019              40.68333 08028 
            September 30, 2019             40.84772 75775 
             October 30, 2019              41.01845 30986 
             November 30, 2019             41.19038 78451 
             December 30, 2019             35.67730 07887 
             January 30, 2020              35.79834 95352 
             February 29, 2020             35.92030 01831 
              March 30, 2020               36.04315 94789 
              April 30, 2020               36.16822 58451 
               May 30, 2020                36.29807 79296 
               June 30, 2020               33.91936 76761 
               July 30, 2020               34.02804 91549 
              August 30, 2020              34.13754 04085 
 
 
 
 
 
--------------------------------------------------- ----------------------------- 
                                   SCHEDULE 3 
                                     TO THE 
                         PROJECT LEASE SUPPLEMENT N O. 1 
 
                          TERMINATION VALUE PERCENT AGES 
 
                 (expressed as a percentage of Head  Lease Rent) 
--------------------------------------------------- ----------------------------- 
 
 
               TERMINATION               TERMINATIO N VALUE 
                   DATE                      PERCEN TAGE 
               -----------               ---------- ------- 
            September 30, 2020              34.2478 474648 
             October 30, 2020               34.3641 149014 
             November 30, 2020              34.4812 486338 
             December 30, 2020              29.2212 414225 
             January 30, 2021               29.2777 475915 
             February 28, 2021              29.3346 748028 
              March 30, 2021                29.3920 261549 
              April 30, 2021                29.4510 894507 
               May 30, 2021                 29.5143 805775 
               June 30, 2021                29.5781 432676 
               July 30, 2021                29.6512 191127 
              August 30, 2021               29.7248 394507 
            September 30, 2021              29.7990 083099 
             October 30, 2021               29.8787 801127 
             November 30, 2021              29.9591 462958 



             December 30, 2021              24.1823 104366 
             January 30, 2022               24.1952 508169 
             February 28, 2022              24.2082 876197 
              March 30, 2022                24.2214 215493 
              April 30, 2022                24.2359 159296 
               May 30, 2022                 24.2543 080000 
               June 30, 2022                24.2728 371268 
               July 30, 2022                24.3003 469437 
              August 30, 2022               24.3280 617465 
            September 30, 2022              24.3559 830423 
             October 30, 2022               24.3891 653099 
             November 30, 2022              24.4225 948310 
             December 30, 2022              21.9027 010563 
             January 30, 2023               21.9102 780845 
             February 28, 2023              21.9179 115493 
              March 30, 2023                21.9256 019014 
              April 30, 2023                21.9346 127887 
               May 30, 2023                 21.9475 990986 
               June 30, 2023                21.9606 821690 
               July 30, 2023                21.9829 820423 
              August 30, 2023               22.0054 480704 
            September 30, 2023              22.0280 814930 
             October 30, 2023               22.0560 946056 
             November 30, 2023              22.0843 164225 
             December 30, 2023              22.1127 485352 
             January 30, 2024               22.1479 062817 
             February 29, 2024              22.1833 259859 
              March 30, 2024                22.2190 096056 
              April 30, 2024                22.2562 618592 
               May 30, 2024                 22.2979 147887 
               June 30, 2024                22.3398 780845 
 
 
 
 
 
--------------------------------------------------- ----------------------------- 
                                   SCHEDULE 3 
                                     TO THE 
                         PROJECT LEASE SUPPLEMENT N O. 1 
 
                          TERMINATION VALUE PERCENT AGES 
 
                 (expressed as a percentage of Head  Lease Rent) 
--------------------------------------------------- ----------------------------- 
 
 
               TERMINATION               TERMINATIO N VALUE 
                   DATE                      PERCEN TAGE 
               -----------               ---------- ------- 
              July 30, 2024                22.39177 46620 
             August 30, 2024               22.44405 79155 
           September 30, 2024              22.49673 07324 
            October 30, 2024               22.55529 34930 
            November 30, 2024              22.61429 26056 
            December 30, 2024              22.67373 13239 
            January 30, 2025               22.74048 47746 
            February 28, 2025              22.80773 55915 
             March 30, 2025                22.87548 74930 
             April 30, 2025                22.94511 85775 
              May 30, 2025                 23.01961 77324 
              June 30, 2025                23.09467 19577 
              July 30, 2025                23.18043 36479 
             August 30, 2025               23.26683 43521 
           September 30, 2025              23.35387 88028 
            October 30, 2025               23.44737 08169 



            November 30, 2025              23.54155 94225 
            December 30, 2025              23.63644 98028 
            January 30, 2026               24.19281 56056 
            February 28, 2026              24.29642 80563 
             March 30, 2026                24.40081 25070 
             April 30, 2026                24.50742 44507 
              May 30, 2026                 24.61989 05915 
              June 30, 2026                24.73319 47042 
              July 30, 2026                24.85835 17042 
             August 30, 2026               24.98444 12394 
           September 30, 2026              25.11147 02254 
            October 30, 2026               25.24599 27606 
            November 30, 2026              25.38151 75915 
            December 30, 2026              25.51805 21972 
            January 30, 2027               25.07964 65211 
            February 28, 2027              25.22631 74225 
             March 30, 2027                25.37408 11408 
             April 30, 2027                25.52443 30423 
              May 30, 2027                 25.68190 76620 
              June 30, 2027                25.84055 56056 
              July 30, 2027                26.01242 55915 
             August 30, 2027               26.18557 61408 
           September 30, 2027              26.36001 68169 
            October 30, 2027               26.54326 90704 
            November 30, 2027              26.72788 67042 
            December 30, 2027              26.91387 99014 
 
 

Exhibit 31.1 

Ormat Technologies, Inc.  
Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 

I, Yehudit "Dita" Bronicki, certify that as of the date hereof: 

1. I have reviewed this quarterly report on Form 10-Q of Ormat Technologies, Inc.; 

2. Based on my knowledge, this querterly report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by this quarterly report; 

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly 
report, fairly present in all material respects the financial condition, results of operations and cash flows of the 
registrant as of, and for, the periods presented in this Quarterly report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have: 

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this quarterly report is being prepared; 

(b) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this 
quarterly report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this quarterly report based on such evaluation; and 

(c) Disclosed in this quarterly report any change in the registrant's internal control over financial reporting that 
occurred during the registrant's most recent fiscal year that has materially affected, or is reasonably likely to 
materially affect, the registrant's internal control over financial reporting; and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant's auditors and the audit committee of the registrant's Board of 
Directors (or persons performing the equivalent function): 

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process, 



  

 

 

  

summarize and report financial information; and 

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role 
in the registrant's internal control over financial reporting. 

Date: August 11, 2005 

       
   By:  /s/ YEHUDIT BRONICKI 

      
Name: Yehudit Bronicki  
Title: Chief Executive Officer & President 

Exhibit 31.2 

Ormat Technologies, Inc.  
Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 

I, Joseph Tenne, certify that as of the date hereof: 

1. I have reviewed this quarterly report on Form 10-Q of Ormat Technologies, Inc.; 

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by this quarterly report; 

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly 
report, fairly present in all material respects the financial condition, results of operations and cash flows of the 
registrant as of, and for, the periods presented in this quarterly report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have: 

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this quarterly report is being prepared; 

(b) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this 
quarterly report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this quarterly report based on such evaluation; and 

(c) Disclosed in this quarterly report any change in the registrant's internal control over financial reporting that 
occurred during the registrant's most recent fiscal year that has materially affected, or is reasonably likely to 
materially affect, the registrant's internal control over financial reporting; and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant's auditors and the audit committee of the registrant's Board of 
Directors (or persons performing the equivalent function): 

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process, 
summarize and report financial information; and 

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role 
in the registrant's internal control over financial reporting. 

Date: August 11, 2005  
   By:  /s/ JOSEPH TENNE               

  
 
  

 
Name: Joseph Tenne  
Title: Chief Financial Officer 
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Exhibit 32.1 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER  
PURSUANT TO  

18 U.S.C. SECTION 1350,  
AS ADOPTED PURSUANT TO  

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

I, Yehudit "Dita" Bronicki, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the 
Sarbanes-Oxley Act of 2002, that the quarterly report of Ormat Technologies, Inc. on Form 10-Q for the three 
months ended June 30, 2005 fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934 and that information contained in such quarterly report on Form 10-Q fairly presents in all 
material respects the financial condition and results of operations of Ormat Technologies, Inc. as of and for the 
periods presented in such quarterly report on Form 10-Q. This written statement is being furnished to the 
Securities and Exchange Commission as an exhibit accompanying such quarterly report and shall not be deemed 
filed pursuant to the Securities Exchange Act of 1934. 

Date: August 11, 2005 

By:   /s/ YEHUDIT BRONICKI                      
Name: Yehudit Bronicki  
Title: Chief Executive Officer & President 

Exhibit 32.2 

CERTIFICATION OF CHIEF FINANCIAL OFFICER  
PURSUANT TO  

18 U.S.C. SECTION 1350,  
AS ADOPTED PURSUANT TO  

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

I, Joseph Tenne, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002, that the quarterly report of Ormat Technologies, Inc. on Form 10-Q for the three months 
ended Mach 31, 2005 fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange 
Act of 1934 and that information contained in such quarterly report on Form 10-Q fairly presents in all material 
respects the financial condition and results of operations of Ormat Technologies, Inc. as of and for the periods 
presented in such quarterly report on Form 10-Q. This written statement is being furnished to the Securities and 
Exchange Commission as an exhibit accompanying such quarterly report and shall not be deemed filed pursuant 
to the Securities Exchange Act of 1934. 

Date: August 11, 2005 

By:   /s/ JOSEPH TENNE                      
Name: Joseph Tenne  
Title: Chief Financial Officer 


