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The following are ECRA’s directions relicving the Licensee of its obligations under
paragraphs 1, 2 and 3 of Condition 9 in respect of certain seciions and/or chapters of

the Transmission Code.

GAUE L B

u.‘:;:ﬁu.i_)l”_g l_uj.zLEﬂ uj}..'u.u dalefl 5)'.“.&'1

1. General Derogation Statement:

4. Licensee’s Cogencration units fisted in Schedule 1 will not be subject to any
form of dispatching and scheduling instructions by the Transmission System
Provider (" TSP} without prior consent of [icensee and subject to established
coordination procedures between Licensce and TSP:

b. These derogations to the Transmission Code are granted to the Licensce’s
Cogeneration units listed in Schedule 1 for as long as thenr total output 1s
committed for Saudi Aramco consumption during the term of his supply
agreement(s) with Saudi Aramco. .

2. Detailed Derogations from Specific Items of the Trapsmission Code

Sections/Chapters:

Ser.# | Transmission Code ECRA Derogation Directions
Section/Chapter L o
The Licensee, requirements described in Section 1.4.2 of the
Transmission Code should be limited to the Connection |
1 | 1.4.2 Point(s) and shall be subject to prior coordination with the .
Licensee and ity consent in accordance with  agreed
procedures.
The Licensee, requirements described in Sectivn 1.6 of the
2 i.0  Transmission Code are subject 1o prior coordination with the
Licensee und its consent
7 L1110 Revocation of granted derogations to the Licensee will not
o occwr without the agreemeni of the Licensee.
| o o S | | N o
| Control of Licensee System, including the Licensee's faciities
4 1.15 nsed by the TSP as part of the TSP's transmission path, shall
be subject to priar coordination and agreement with Licensee.
L — - _— . _ F\/\
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Scr. # | Transmission Code ECRA Derogation Dircctions
i Section/Chapter B L o
| In the evemr of any conflict henwecn the provisions of the
5 L16.1 transmission code and umy contract or agreement between TSP

and the user, except insofar as derogation granted (o wser. the
provision of the transmission code shall govern.

The time for Licensee’s new, or modification of an existing,
Connection shall be based on Transmission Impact Studies to
) 2.3.1.3 be conducted by the TSP, In every case the approach, the
phases and the findings of Transntission Impact Study shall be

negotiated and agreed upon by both the TSP and Licensec. |

——— — . P - R _

Svstem voltage level and Bus bar configuration's requirements

7 2.3.1.6 witl apply anly at the Connection Point.

TSP may disapprove application for connection only if il
8 2.3.2.6 Transmission Impact  Studies  show  that the  proposed
developmeni will degrade the transmission.

1. Derogarion granted to the Licensee shull not be used as a
causeireason for ISP o deny its application,

9 2.3.4.2

b

Standards relating 10 the safety and security of the
transmission operation should be based on internationally
recognized best practices.

t . . . N

Reguirements  described in this  Section 2.3.4.3¢i1)  for
10 2.3.4.3 (i) modificaiion in rhe H‘aﬂjﬁ‘m"fb'blf):‘? .s;v.s-!c”m shall be as deemed
necessary by the Transmission Impact Study.

Add the following statement:

2.3.51i) " The Licensee shall comply with the transmission cade taking

Linto account ail derogations granted to it by ECRAY <‘/1\
B

i . . L . . . \h\
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 Ser.# | Transmission Code | ECRA Dcrogaﬁ_on Directions -
| Section/Chapter | N - ) |

The Licensee Generating Unils, the following table shall
applv as an alternative to the frequencies ranges Sections
I 2.4 20f the Transmission Code:

12 ‘ 24.2&2.4.3 Below | Above ' Operation |
‘ | | nominal | nominal | Requirements |
| frequency | frequency |
1 (Hy |y . |
B 58.5-600 | 60.0-61.5 | Continwous | o

The Licensee Generating Unils, the requirements described in
13 2.5.2.2 Section 2.5.2.2 of the Transmission Code shall he limited to
the comection puint

The Licensee Generating Units this Section 2.3.2.12 shall be :
modified 10 read "No Bas bar Profeciion, mesh corner
Protection, circuil breaker fail Protectian relays, AC or DC
wiring (other than Power supplies or DC tripping associated
with the User's Plant and Apparatus) shall be worked upon or
altered by, or in behalf of Licensee without prior coordinufivn
with and consent of TSP in uccordance with agreed
procedures”

14 2.5.2.12

For the Licensee Generating Units the Jollowing shall apply:

a. Section 2,351 shall read M generating units must
be capable of supplying rated Active Power Chatput at any
point benveen the limits ¥0% Power Factor lagging and
93¢ Power Iactor leading ar ihe Generating Unit
terminals, unless otherwise agreed expressly by the TSP in |
the Connection Agreement.”

h. Requrements of Section 2.55.4 apply only 1o new
installations.

¢ For the purposes of Sections 255358 & 25359
requirements, Licensee will comply with frequency range
from 583 Hz to 61 5 Hz. The Licensee reserves the vights
e disconnect from the transmission at frequencies outside
the above range hased an operational  securily
requiremeitt  and  established  agreed  coordinarion |
[ _ o arrangement with the TSP, \
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Transmission Code | o ECRA Derogaagﬁirectib_ns

I : . .

| Section/Chapter
|

d For the requirements of Section 2.5.5.10 Licensee shall
have the adjusiable Governor Droop setting within 2% (o

4%,

e. For the purposes of Seciions 2.3.5.11, the requirements
for PSS will not be applicable for existing installations. |
For future installations, however, only generators rated
| above 30 MW will be requived to comply with the
| requirements of Section 2.5.5.11.

1 Reguirements of Section 2.3.5.12 will not apply for the
existing installations. For futwre installations, however,
255 only generators rated above 30 MW will be required to
comply with the requirements of Section 2.3.3.12,

|
£ voltage, and where a subsequent return of the vollage
within the range 90-110% of the nominal voltage ”

h. For the purposes of Secrion 2.5.5.18 requirements. |
Licensee will not change over to house load operations. i
will rather change over to plant load provided that the
plant is disconnected from the rransmission.

L 2.3.5.200() shall read “Transmission frequency within
the limits of 38 5 Hz 1o 61.5 Hz as specified in (2.4.2).

16

The foflowing derogation statement will be added 1o this |
section 2.5.6.3 of the Transmission Code.

"Load shedding of ithe Licensee’s facilitics will  be
2.5.6.3 implemented only in accordunce with a pre-approved load
shedding scheme agreed upon in advance benveen the TSP
and Licensee. In the evenr that such agreement is not reached
between Aramco and TSP, the matter will be referred to the
GUSC"

17

the Licensee Generating Unils are derogated from the
requirements of Sections 2.6 (i), {iti), and (iv)

2.6 (ii), (iii) and (iv)
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Ser.# | Transmission Code | ~ ECRA Derogation Directions
| _Section/Chapter ‘ _ |

The Licensee is gramted derogation from the reguirements Ofi

8 4.3.4.4 (W) this Section 4.3.4 4 (ii)

| Regarding ithe stipulations of these Sections 4.3.4.7, 4.3.4.8,
1 4.3.49 & 434.12 of the {ransmission Code, Licensee shall
4.3.4.7, 4.3.4.8, have the right to shuldown generators based on its operation
4.3.49 & 4.3.4.12 requirements.  Such Shutdown is 1o be coordinated with TSP:
without the requirement of TSP cansent.

The Licensee iy granted derogation trom the requircments of
20 4.9.5.2 Section 4.9.3.2 of the Transmission Code on the bhasis of the
above stated general derogation statement | fa). |

The Licensee 1s granred derogation from the requirements of
Section 301 as per the ahove stated general statement | {a).

N
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CO-GENERATION LICENCE
( No. 230808 - R)

GRANTED BY '
ELECTRICITY & CO-GENERATION
REGULATORY AUTHORITY

FOR

Tihama Power Generation Co. Ltd.
Saudi Aramco's IPP's

| 1 ] Version No. | (1) | Date | 03/08/1429 — 04/08/2008 |
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PART I

CO-GENERATION LICENCE

1. GRANT OF LICENCE

The Electricity and Co-generanon Regulatory Authonry of the Kingdom of Saudi Arabia
(“Authotity”), in exercise of the powers conferred by Articles 5 and 6 of the Electricity
Law promulgated on 20/10/1426 by Royal Decree M/56 (“Electricity Law™) and the
Authority’s Charter promulgated on 27/08/1422 by the Council of Ministers Decision
(236) and modified by the Council of Mimsters Decision (154) dated 4/05/1428
(“Charter”)  hereby grants to Tihama Power Genetation Co. Ltd. having been
commercially registered with the minstry of commerce under No.(2051029359) dated
28/02/1425H. (the “licensee™) a licence to catry out the activities specified in paragraph
3 below. This licence is granted for the period referred to in paragraph 2 below, and is
granted subject to the conditions set out in Part IT of the licence (the “Conditions”).

2. TERM

This licence shall come into effect from Monday 03/08/1429H corresponding to
04/08/2008 and shall temain in effect for a term of (25) Gregorian years, unless
suspended, withdrawn or revoked by the Authority. The corresponding term for each
individual Co-generation Facility listed in Schedule 1 shall be as indicated therein.

3. AUTHORISED ACTIVITIES

Subject to compliance with the Electricity Law, the Implementing Regulations and the
Conditions of this licence, this licence authotises the licensee to:

a) develop, construct, own, and operate, the Co-generation Facility as described in
the licence application forms submitted by the licensee and approved by the
Authority,

b) generate electricity at the Co-generation Facilities listed in Schedule 1 ; and

<A
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<) produce desalinated water and/ or steam at the Co-generation Facilities listed in
Schedule 1; and

d) sell the capacity of, andllary services, electncal energy and Co-generation products
produced at the Co-generation Facility to any Licensee or Large Consumer
subject to the Electricity Law, the Charter and the Implementing Regulations |

and, in putchasing the same, complance by the relevant licensee with the terms of its
license ].

4. ASSI ENT TRANSFER

This licence is personal to the licensee and the licensee shall not assign or otherwise
transfer any right, interest or entitlement in the licence or specified assets except in
accordance with Condition (14) (Assignment, transfer, change of conuol, mergers and

acgquisitions).
5. SUSPENSION, WITHDRAWAL QR REVOCATION OF LICENCE

The Authotity may suspend, withdraw or revoke the licence in accordance with
Condition (15): (Suspension, withdrawal or Revocation of Licence).

6. LICENCE LANGUAGE

This licence is prepared in both the Arabic and English languages. To the extent of any
inconsistency between the two, the Arabic text shall prevail.

7. LICENCE COPIES

This license has been executed from two { 2 ) onginal copies. The licensee received an
original copy there of, and the Authority retained the other onginal copy to acr

accordingly. Q\

G OR
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CONDITIONS TO THE CO - GENERATION LICENCE
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Condition 1: Definitions and interpretations

1, Definitions

Any word or expression defined in the Electricity Law or the Implementing
Regulations, and not defined in thesc Conditions shall, unless the contrary intendon
appears, have the same meaning when used in this licence or in the schedules.

[n this licence and the schedules, unless otherwise specified or the context otherwise
requires:

“Available” in relation to any Generation Unit, means a
Generation Unit which is capable of gencrating
electricity and being despatched in accordance
with  the  Transmission Code and
“availability” shall be construed accordingly;

“Desalination Unit” any plant and equipment within each
Co-generation Facility(s) for the desalination
of water as mote particularly identified for each
Co-generation Facility in Schedule 1;

“Generation Unit” a turbine and associated plant and equipment
within each generation Facility, as more
particularly identified for each Co-generation
Facility in Schedule 1;

“Implementing Regulations” The implementing regulations to the Electricity
Law approved by the Board of the Authority
on 15/04/1427 corresponding to 13/05/2006
ot any modifications to it thereafter;

“Licensee’s System” the elecrric lines together with all ancillary
equipment owned or operated by the licensee
for, as applicable, the transport of electricity and
Co-generation products from the Generation
Units and Desalination units to  the
Transmission System, Distribution System
and (in relaton to desalinated water) to the
boundary of the licensee’s premises; and

e
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“System Setvices” has the meaning given to the term in the

Transmission Code (and includes all the
ancillary services).

2, Interpretations

Unless otherwise specified:

(a) any reference to a2 Condition or to a schedule is respectively a reference to the
Condition or the schedule of this licence;

)] any reference to a paragraph in a Condition or schedule is a reference to the
paragraph of that Condition or schedule; and

{c) without prejudice to any provision which restricts such vanation, supplement ot
replacement, any reference to any agrecment, code or other instrument shall
mclude a reference to such agreement, code or other instrument as varied,
supplemented ot teplaced from time to time.

3 The heading or title of any part, Condition, schedule or paragraph shall not affect the
construction thereof.

4. The bolding of any term in this licence is intended only to assist i identifying that a term
has been defined in this licence, the Electricity Law or the Implementing Regulations.

5. Whete any obligation of the licensce 15 expressed to require petformance within a
specified tme limit, that obligation shall continue to be binding and enforceable after that
time limit if the licensee fails to perform that obligation within that dme limit. The
extension of the time limit for performance shall be without prejudice 1o all rights and
remedies available against the licensee by reason of the licensee’s failure to perform
within the time limit.

6. In these Conditions and schedules, the word “include” shall be construed without

limitaton. Q\

TN
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Condition 2: Compliance with laws

1

General

The licensee shall comply with all applicable laws in the Kingdom including the
implementing regulations for those laws.

Environmental Law compliance

The licensee shall comply with all applicable cnvironmental laws when carrying out the
Co-generation Activities, and shall take account of any guidance issued by the Authority
or any other competent authority. The licensee shall, not later than such date as the
Authority may specify and in consultation with the Authority, prepare, adhere to and,
from ume to time, modify a written policy setting out the manner in which the licensee
proposes to comply with 1ts duties and obligations under all applicable environmental laws.
The licensee shall report annually to the Authority on its environmental performance in
such form as the Authority may presctibe.

The term “environmental laws” [n this Condition means those laws which are, from time
to time, in force whose purpose is the protection of the environment, including the
ptatection of human health, flora, fauna and the eco-systems on which they depend and all
relevant legislation relating to the assessment of environmental impact and the protection
of air, land and water.

Health and Safe

The licensee shall take all reasonable steps to protect persons and property from injury
and damage that may be caused by the licensee (including in relation to its Co-generation
Facilities) when carrying out the Co-generation Activities, and shall take account of any
guidance issued by the Authotity or any other competent authotity. The licensee shall,
not later than such date as the Authority may specify and in consultation with the
Authority, prepate, adhere to and, from time to time, modify a wrtten policy on health
and safety aspects of its Co-genersation Activities. The licensee shall report annually to
the Authority on 1ts performance against the policy in such form as the Authority may
presctibe.
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Industrial Security
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Where the licensec engages other parties to assist in the performance of any of its duties,
obligations or activities authotised by this licence, the licensee shall choose such other
parties that are competent and capable of performing all works efficiently and actively and
remain ultmately responsible for their pecformance,
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The licensee shall comply with all applicable industrial security regulations that are in
effect when camrying out the Co-generation Activities, and shall take account of any
guidance 1ssued by the Authority or any other competent authority.

Emergency Conditipns®

In the event of circumstances contemplated by Article 3 {4) of the Electricity Law, the
licensee shall place its resources of Co-generation and stored fuel at the disposal and

control of the Ministry in accordance with that article.

(

1
! Emergency Conditsons :

=

Every acaident that is to the extent nor withun the keensee reasonable control bke war, natura] disasters or any forcing power that affects supply of
fuel, clectriaty or co-generation That, however, does not include existence ar expectation of eaistence of supply shortage of electnical energy or co
- generaton resuling of techmucal or normal causes.
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Condition 3: Compliance with directions of the Authority and licence default
L General

Notwithstanding the provisions of the Electricity Law, the licensee shall comply with
any orders, directions and determmations made by the Authority pursuant to the
Electricity Law, or Implementing Regulations or Rules and Procedures issued under
the Electricity Law, and this licence.

In relation to the Cogeneration facilities listed in Schedule 1 subject to the condinon that
their entire electricity and cogeneration products are committed to supply to Saudi Atamco,
the licensee shall be granted exemption from Conditions 5, 6 and 13 herein.

2. Licence default

[f in the reasonable opinion of the Authority the licensee has committed a default under
any proviston of this licence, the Authority shall i1ssue a notice (a “notice of
enforcement”) to the licensee giving detais of such default.

3. Notice of enforcement

: Unless the licensee accepts that it has committed the default specified in Authority’s
notice of enforcement, the Authority shall give reasonable opportunity to the licensee, in
accordance with the procedures prescribed by the Authority m the Implementing
Regulations, to make representations to the Authority, and shall, following such
procedures, determine whether to cancel ot amend the notice of enforcement.

4, Acceptance or determination of default

Where the licensee accepts that it has committed the default specified in the Authority’s
notice of enforcement, or where the Authority does not cancel the notice of enforcement
pursuant to paragraph 3, as the case may be:

(2) subject to paragraph (b), the licensee shall have the opportunity to demonstrate to
the Authority, within a period of ten (10) Business Days from the date of
licensee’s admission of the default or determination by the Authotity (or such
longer period as the Authotity may approve), that the default has been remedied
by the licensee and the licensee has taken steps to ensure that the breach does

not recut; or &\
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(b} where the breach is not remediable, ot 1n the Authority’s view the breach requires
its urgent intervention, the Authority may specify such shorter ime period in the
notice of enforcement as it considers appropnate in the citcumstances.

5. Remedy and penalties

[f within the ame penod specified in paragraph 4 the licensee:

(a) remedies the default specified in a notice of enforcement, or causes the default in
question to be remedied, and demonstrates to the satisfaction of the Authority
that it has taken steps to ensure the breach does not recur, the notice of
enforcement shall lapsc;

(b) fails to remedy the default in question or cause it to be remedied, the Authority
may impose a financial penalty, in accordance with the Electricity Law and the
Authotity’s Charter, and/or issu¢ a notice of suspension, withdrawal or
revocation under Condition (15); (Suspension, withdrawal or. revocation of

Licence) . ,\
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Condition 4: Provision of information to the Authority

1. General

The licensee shall supply, at his own expense, to the Authotity, in the manner and at the
times specified by the Authority, such information as the Authority may consider
necessary for the purposes of monitoring compliance with the Conditions of the licence
or of performing the functions assigned to it by or under the Electricity Law. T'o the
extent not within its control, the licensee shall use reasonable endeavouts to ensure the
Authority 1s provided with such information. The requested information may include any
documents, accounts or reports (whether or not prepared specifically at the request of the
Authority) of any description specified by the Authority.

2. Other information powets

The power of the Authority to call for informaton under paragraph 1 is without prejudice
to the power of the Authority to call for information under ot pursuant to any other
Condition of this licence or under or pursuant to any other legal requirements.

3. Notification of changes

The licensee shall inform the Authority within ten (10) Business Days of changes to its
address or other data relevant for legal transactions and in relation to this licence.

4, Notification of agreements

Pursuant to the provisions of the Electricity Law, the licensee shall provide to the
Authority within ten (10) Business Days any agreement entered into by it with another
Licensee(s) or Consumer(s):

(a) related to sell or buy ancillary services, electrical energy or co-generation products
or related to Prices or Tariffs

(b telated to connection to or use of the Transmission System, Distribution

System or related assets; or
\\1’\\\
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() as well as any other agreement, entered into by the licensee, that the Authority

may reasonably require to review to enable 1t to carry out its functions or duties
under the Electricity Law.

5, Major incidents

The licensee shall notify the Authotity as scon as is possible, and at most within two (2)
Business Days, of any major incident affecting any part of the licensee’s system Or any
essential equipment used for electricity generation or co-generation or any meters
owned or operated by licensee, and shall within twenty (20) Business Days of the date
of such major incident, or any lesser period the Authority may decide, submit 2 report
giving the knnown details of the incident and its cause.

6. Notices to the Licensee

The licensee shall from time to time notify the Authority of contact names and details
(including e-mail addresses) for the receipt of natices from the Authority and shall ensure
that it has mternal processes in place to ensure that all notices recewved from the Authority
are dealt with efficiently (including in the absence of the notified recipient of notices
pursuant to this provision). Notices to be given by the Authority pursuant to this licence
may be given by e-mail, unless otherwise specified.

7. Notices by the licensee

The licensee shall submit ali notices and information to be provided to the Authority in
such form and manner and to such Authority staff as may from time to time be notified by
the Authority to the licensee or, where no such detads have been provided by the
Authority, in accordance with such procedures, and to such persons, as indicated on the

Authority’s website at the relevant time. q\
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Condition 5: Sepatate accounts for Co-generation Activities
1. Accounts

The licensee shall:

() maintain internal accounting and reporting arrangements which enable separate
accounts to be prepared for the Co-generation Activities from any other business
undertaken by the licensee.;

() wherte requested by the Authority, prepare and provide such accounts to the
Authority as are necessaty for the Autharity to carry out its functions under the
Electricity Law consistent with applicable laws, financial regulations and best
accounting standards; and

{c) where requested by the Authotity, prepare and provide consolidated accounts for
the licensee’s other activities,

2. Accounting policics

Such accounts shall be in such form as may be specified by the Authority, and shall state
the accountng policies adopted.

3. No cross-subsidy

The licensec shall within three months of the grant of this licence submit, for approval by
the Authotity, a methodology on the basis of which its revenues, costs and assets shall be
attributed to each of its Co-generation Activities to ensure that all chatges and rates are
based on the true allocation of capital and operational costs for each of these different
activities (electricity generation, water production and steam production) without any
cross—Ssubsidy between them.

All accounts prepared by the licensee pursuant to this Condition shall be consistent with
such approved mcthodology. Any amendments to the methodology shall require the

approval of the Authority. /\
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4, Auditors report

The Authortity may, in respect of accounting statements prepared pursuant to paragraph
(1) in any financial year, require the licensee to procure a report by auditors addressed to
the Authority stating whether in their opinton the accounts have been propertly prepared
and give a true and fair view of the revenues, costs, assets, labilities, reserves and
provisions of, or reasonably attributable to, the Co-generation Activitics undertaken by the
licensee.

5. Funher financial reports

The Authority may require the licensee to provide financial reports that are mote
extensive than required under paragraphs (1) and (2).

6. Procedure

(a)  The licensee shall deliver to the Authority the accounts referred to in paragraph (1)
not later than (30) Business days after the end of each financial year, and any
further financial information requested under paragraph (2) in a ime petiod specified
by the Authority.

(b)  The licensee shall comply with any guidelines issued by the Authority in relation to
this Condition, including on:

{0 the form and content of accounting statements; and

(i) the detailed accounting principles and the bases of valuation to be used, if so
requested.

{¢)  The licensee shali not alter the accounting principles from those applied in previous
financial years without the Authority’s prnior written consent, and in such
cucumstances the Authority may require the licensee to also produce accounung
statements that applied in the imtnediately preceding financial year.

Q
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Condition 6: Prohibition of cross-subsidies and discrimination

1.

Cross subsidies

The licensee shall ensure that it shall not receive any cross-subsidy from any other
activity, business or undertaking that is licensed by the Authority and regulated in relation
to Prices or Tariffs. The licensee shall ensure that 1t at all times retains the financial
capability to carry out the Electricity Activities, authonsed by this licence and does not
provide any financial support to any other activity, business or undertaking where this
would impact on its ability to carry out such Electricity Activities.

Commercially sensitive information

The licensee shall procute that in respect of its Co-generation Acuvities, 1t does not
disclose directly or indirectly any commercially sensitive information to any other Licensee
where this may have the effect of distorting or restricting competition in the Electricity
Industry and will ensure that any commercially sensitive informanon from those other
activities of its affiliates that might benefit the licensee in undertaking its Co-generation
Activities is not disclosed to those responsible for the conduct of these actvities.

Discrimination

(a)  Subject to patragraph (b), the licensee shall not, and shall procure that its Affiliates
do not, provide or offer to provide Co-generation services to any person or class of
persons on terms or charges (including in relation to prices or quantity) that are
matenally different than those provided or offered to comparable purchasers except
in so far as such differences reasonably reflect material differcnces in the costs

associated with such provision, ,\
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(b)  Notwithstanding paragraph (a), the licensee shall be entitled to enter into terms ot
offer charges that are materially different to those provided or offered to comparable
purchasers where it has furmshed in advance a copy of such proposed terms or
charges to the Authority together with supporting evidence as to any differences in
cost of provision of the setvices, and the Authority has approved such alternative

terms or charges. q\
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Condition 7: Prohibited activities

1 The licensee shall not and shall procure that any Affiliate, directors and senior staff
members of the licensee shall not:

(a) purchase or otherwise acquire electricity and/or Co-generation products for the
purpose of sale or other disposition to third parties; and

(b) engage in any practice or enter into any arrangement that has the object or the likely
effect of preventing, restricting or distorting competition in Co-generation sector.

2. The licensee shall comply with any direction issued by the Authority for the purpose of
preventing any practice or arrangement that has the object or effect of preventing,
restricting or distorting such competition.

3. The licensee shall not, except with the prior consent of the Authotity and subject to the
operation of the custodianship Rules and Procedures, cease to carry out the Electricity
Activity {or part of them} authorised by this licence except temporarily:

(a) in the ordinary and normal course of its licensed business activities; or

(b) in response to natural force majeure® circumstances preventing continued

opetation of the Co-generation Facilities (or part of them) and which are

outside of the licensee’s control. /\

@ Force majeure:

Every accldent that Is to the extent not within the licenzes reascnable control and the licensee was not able to expect at the time of this
license Issuance or the licensee was not able to prevent Tike war, natural disasters or any forcing power that affects supply of fuel,
glectricity or co-generation. That, howevar, does not Include sxistence or expectation of existence of supply shortage of electrical energy
or co-gengration resulting of technlcal or normal causes.
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Condition 8: Payment of fees to the Authority
1. Annual fee

The licensee shall pay to the Authority an annual licence fee as published by the
Authority from tme to time. Such fee shall be published, calculated and payable in
accotdance with the Implementing Regulations and other relevant Rules and
Procedures issued from time to time by the Authority.

2. Notification and payment of fe¢

The fee shall be paid by the licensee to the Authority within a period not exceeding (30)
Days of the Authority giving notice to the licensee of the amount payable. The
Authority shall publish and issue to the licensee a document identifying the methodology
for determining the fee structure and charges for Licensees, together with subsequent
tevisions to such document made by the Authority from time to time. <L\

TN
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Condition 9; Compliance with transmission, distribution and market codes

1. General

The licensee shall comply with the provisions of the Transmission Code, the
Distribution Code and the Matket code, when issued, insofar as applicable to it.

2. Central despatch

Without limiting the generality of paragraph (1), the licensee shall provide the
Transmission Licensee with all information at all imes and in such manner as may be
provided under the Transmission Code to enable the Transmission Licensee to
operate the system of central despatch in conformity with the Transmission Code.

Notwithstanding the above and in relation to the Cogeneration facilities listed in Schedule
1 subject to the condition that their endre clectricity and cogeneration products ate
committed to supply to Saudi Aramco, the licensee shall enjoy the derogations to the
Transmission Code listed in Schedule 2 during the term of his supply agreement(s) with
Saudi Aramco. Accotdingly the Licensee shall not be subject to any form of dispatching
and scheduling mstructions by the Transmission Licensee without prior consent of the
Licensee and subject to established coordination procedures between the Licensee and
the Transmission Licensee, provided that:

(a) in the event of citcumstances contemplated by Article 3(4) of the Electricity Law,
the Licensee places the resources of its co-generation business and stored fuel
assets at the disposal and control of the Ministry in accordance with Condition 2
of this licence; and

(b) The Licensee complies with any directions the Authority issues to the Licensee
from time to time relating to system security and safety.

3. Competitive Electricity Market Code

The licensee shall in good faith participate 1 the development and implementation of
such measures as may be directed by the Authority from ume to time for the introduction
of competitive factors into the Electricity Industry. The licensee participates in the
competitive electricity market pursuant to its election or in accordance with the market
code, and always subject to Article 12 of the Electricity Law, it shall be party to and shall

comply with the market code, when issued.

Licensee Name Tihama Power Generation Co. Lid. Page Version No. [(1) Co-Generation (IPP's) | Rev No, _

License No. 230808 - R 20 0f 32 | Date 04 Aug 2008 Rev Data _—




e NG

Kingdom of Saudi Arabia L gl du yaff ASLLLI
ELECTRICITY & CO-GENERATION REGULATORY AUTHORITY & aAEE ,}ﬂru;n_;
Licensing & Legal Affairs Department a5ty aaigilatt (Bt datalt 3 ylaMH

Derogations

4-1 The Authority may, following consultation with the Transmission Licensee {and, in
televant circumstances, any Licensees liable to be materially affected theteby and such
other persons as the Authority shall consider appropriate), issue directions relieving
the licensee of its obligations under paragraphs 1, 2 and 3 in respect of such parts of
the Transmission Code, Distribution Code, or market code to such extent as may
be specified in those directions.

4-2 Notwithstanding the preceding paragraph, the Authority has granted the Licensee
derogations from specific requitements of the Transmission Code as detailed in
Schedule 2 in relation to the Co-Generation facilities whose entire products are
supplied to Saudi Aramco during the term of his supply agreement(s) with Saudi

Aramco. q\
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Condition 10: System planning and security arrangements

1. System planning

The licensee shall, following consultation with the relevant network operator, plan and
develop the licensee’s system in accordance with planning standards in effect and
applicable to the Transmission System and Distribution System as approved by the
Authority, or such other planning standards as the Authority may approve.

2. Derogations

The Authority may following consultation with the Transmission Licensee and any
other affected network operator by notice to the licensee relieve the licensee of its
obligations under paragraph 1 to the extent specified in such notice.

3. Contingency planning

Where requested by the Authority for reasons of secutity of supply, the licensee shall
comply with the relevant public body with responsibility for contingency planning, fuel
supply and related procedures, and shall comply with the relevant provisions of the
Transmission Code and the applicable laws and regulations in relation to fuel stocks.

<
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Condition 11: Contractual arrangements and connections to the Licensee’s System

11-1  This Condition 11(1) shall apply enly where the licensee, in its discretion, agrees to provide
to afly person a connection to or use of the Licensee’s System. Conanection to and use of
the Licensee’s System shall be provided only pursuant to a written agreement which shall
detail all necessary works on the Licensee’s System, including installation of any meters or
switchgear, such works by the licensee together with associated charges to be paid by the
applicant. The licensee shall send a copy of such agreement to the Authority and shall
ensure that the connection requirements are approved in advance by the relevant
Transmission Licensee or Distribution Licensee, as the case may be.

11-2  The licensee shall connect to and use the Transmission System and/or Distribution
System, as the case may be, only in accordance with either a contract with the
Transmission Licensee or the relevant Distribution Licensee entered into pursuant to
Articles 12 to 14 of the Implementing Regulations or pursuant to contractual or
commercial arrangements implemented as described in paragraph 3 below.

11-3  The licensee acknowledges and agrees that new contractual or commercial arrangements
approved by the Authority may be implemented between the licensee and another
Licensee, or existing contractual or commetcial arrangements may be transferred to another
Licensee, as part of the process of unbundling Electricity Activities pursuant to Article

11(1) (a) of the Electricity Law.
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Condition 12: System services

1.

Offet terms
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The licensee shall in accordance with the Transmission Code offer terms for the
provision by the licensee of such System Services as are required to be provided by it
from its Generation Units under the Transmission Code.

Performance of system services

The licensee shall perform all System Services that are required to be provided by it in
accordance with the Transmission Code.

Report to the Authority

Where the Authortity so requests, the licensee shall provide to the Authority a report
containing details of prices and other terms offered pursuant to paragraph 1 and an
explanation of the factors justifying the prices, including the licensee’s costs associated

X

with providing the same.
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Condition 13: Access to and acquisition of land rights

1.
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Where the Authority provides for this Condition to have effect by notice to the licensee,
paragraphs (2) to (5) shall apply for the petiod, and to the extent, specified in the notice.

The powers and rights conferred by or under the Electticity Law for acquisition of land

ot nght of passage in land shall have effect in respect of the licensee for the purposes set

out in paragraph 3 below, subject to the procedures and provisions in the Implementing
Regulations and Expropriation of Property for the Public Interest and Temporary
Acquisition of Property Regulations.

The purposes referred to in paragraph (2) above are:

(a) the construction or the extension of a Co-generation Facility;

(b) activities directly connected with the construction or extension of a Co-generation

Facility or connected with the operation of a Co-generation Facility; and

(c) the installadon, maintenance, removal or replacement of electric lines, and associated

electrical plant, connecting a Co-generation Facility with a Transmission System

or a Distribution System.

~
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The licensee shall have the powers and rights conferred by or under the Electricity Law
for access rights to the licensee’s equipment and installadons up to the point of
connection with the Licensee’s System to that of a customer of the licensee, for the
purposes of discharging the obligations under this licence.

In this Condition, references to a "Co-generation Facility" are to an Co-generation
plant to be operated by the licensee which has, or will have when its construction or
extension is completed, a capacity of not less than that specified by order of the Authority

from time to time.

A
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Condition 14: Assignment, transfer, change of control, mergers and acquisitions

1.

General

This licence is petsonal to the licensee and the licensee shall not cede, sub-license, assign
ot grant any right, interest or entitlement in this licence, without the prior written consent
of the Authority. The Authority shall not unreasonably withhold its consent.

Transfer of assets

The licensee shall not, without the prior written consent of the Authority:
(a) transfer the ownership of its principal licensed assets to any other person ; ot

(b) sell or pledge any of its assets which are necessary to provide the Electricity
Activity or carry out any obligation pursuant to this licence, unless such assets are
immediately replaced with equivalent assets,

The above does not apply to:

1- a mortgage or other transaction entered into for the purpose of securing borrowings of
the licensee, being borrowings for the purpose of the developing of the licensed Co-
generation Facility, or

2- a transfer, assignment or other disposal of an interest in assets under an arrangement
whereby the licensee retains the use and benefit of such assets for the remainder of the
useful life of such assets and for the duration of the licence, or

TN
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3- atransfer, assignment or other disposal of assets:

(aa) made as an ordinary and normal part of the operation of the licensee’s
business; and

{bb) such transfer, assignment or disposal has no impact on the carrying on of the
licensed Electricity Activities.

3. Application for consent to transfer

The Authority may, on application for consent to a transfer to another person (the
“transferee”), under paragraph (2), require the licensee to demonstrate to the satisfactton
of the Authotity that the transferee possesses, or would satisfy the conditons for the grant
of, a cortesponding licence to this licence, and the licensee shall provide to the Authority
such information as the Authority requests to determine these matters.

4, Merger or acquisition

The licensee shall not, and shall procure that its Affiliates shall not, without the prior
written consent of the Authority:

(a) undertake any merger with or acquisition of a majonty of the shares or assets of
another licensee, and shall inform the Authority of any initial agteement reached
on such a merger; or

(b) purchase five percent (5%) or more of the shares, other secunties or any other
form of ownership rights in another licensee or a lesser percentage that may

create a Dominant Position in any part of the electricity industry,

and shall comply with the procedures and provisions specified in the Implementing

Regulations in this respect.
\&/\\%\
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Change of control

The licensee shall notify the Authority of a change in the effective management of the
Co-generation Activities of the licensee, whether by way of sale of shares or contract.
Sufficient advance nofice (not less than 30 days) shall be given by the licensee to allow the
Authotity to detetmine any amendments to this licence ansing from such change of
ownetship ot control. The Authority may amend the Conditions to reflect any changes
in the circumstances of the licensee atising from such a change.

Undertakings from ultimate controllet(s)

The licensee shall, not later than [such date as is specified by the Authority], procure from
the licensee’s ultimate holding company a legally enforceable undertaking in favour of the
licensee in a form specified by the Authority and expressed to remain in force for as long
as the licensee retains this licence. The undertaking shall provide that the licensee’s
ultimate holding company will, and will procure that each of its subsidiaties (other than the
licensee and its subsidiaries) wilk:

(a) refrain from any action which would or may cause the licensee to breach any of

its obligations under the Electricity Law or the Conditions; and

(b) notify the licensee of any proposed change of control which is required to be

notified to the Authority to enable the licensee to comply with its obligations
under paragraph (5) above.

Authority consent

The Authority:
7-1  shall not unreasonably withhold its consent under this Condition;

7-2  shall have regard to any guidance, procedures and provisions specified in
Implementing Regulations in relation to the granting of such consent; and

7-3 may give its consent subject to such Conditions, or modifications of the
Conditions, as the Authority considers approptiate.

I N
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Condition 15: Suspension, withdrawal or revocation of licence

1. The Authority may issue a notice of intention to suspend, withdraw or revoke this licence
{“notice of mtention to suspend, withdraw or revoke”), following the procedutes specified
in this Condition and any further procedures specified in the Implementing
Regulations:

1-1  pursuant to Article (9) of the Implementing Regulations;

1-2  if the licensce does not provide any material mformation or provides incorrect
information in any matetial respect, pursuant to Condition (4): (Provision of
information to the Authority}); or

1-3  if any amount payable to the Authority under Condition (8): (Payment of fees to
the Authotity} is unpaid by the due date for payment and remains unpaid for a
period of (20) Business Days after the Authority has given the licensee notice that
the payment is overdue; or

1-4  if the licensee ceases to carry on the Co-generation Activities for a continuous
petod of (40) weeks; or

1-5 pursvant to Condition (3): (Compliance with Directions of the Authority and
licence default}; ot

1-6  if the licensee has become insolvent; or

1-7  if the licensee is subject to a change of control or merges with another entity, and
such action has not been notified to and approved by the Authority putsuant to
Condition 14(4) or 14(5); or

1-8 if the licensee is determined to have committed a material violation under Article 14
of the Electricity Law; or

1-9 pursuant to the Custodianship Action rules and procedures issued pursuant to
Articles 4(6) and 15(2) of the Electricity Law,

and the Authority is satisfied suspension, withdrawal or revocation of this licence would

be in the public interest. \‘“/;\
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Other than in relation to paragraph 1(i) which 1s subject to the procedures set out in the
Custodianship Action rules and procedures, the Authority shall give the licensee not less
than (20) Business Days to respond to the notice of intention to suspend, withdraw or
revoke and shall consider the responses received. Where the Authority remains satisfied
that one of the conditions in paragraphs 1(a) to i(h) is satisfied and that suspension,
withdrawal or revocation of this licence would be in the public interest, it shall issue a

notice of suspension, withdrawal or tevocation.

Suspension, withdrawal or revocation

pursuant to this Condition shall take effect on the expiry of a period, being not less than
(20) Business Days, specified in the notice of suspension, withdrawal or revocaton
provided that the Authority may cancel a notice of suspension, withdrawal or revocation if
the relevant default is remedied before the notice becomes effective.

The Authority may revoke this licence if the licensee agrees m writing with the
Authority that the licence should be revoked, and such revocation shall take effect on
such day as 1s agreed with the licensee.

The grounds specified in paragraph (1) and (2) shall be the sole grounds on which this
licence may be suspended, withdrawn or revoked by the Authority.

N
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Condition 16: Modification of Conditions

Modifications, amendments or additions to any Condition in this licence can be mntroduced at the
inigative of the Authority or at the request of the licensee or the requirements of any applicable
law and its implementing regulations, or any other related regulations. Any modificaton,
amendments or additions to the Conditions shall be made in accordance with procedutes set out by

the Implementing Regulations. <\
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LICENSED CO-GENERATION FACILITIES
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This licence applies to the generation of electrical energy from the generation units and co-
generation units at the following Co-generation Facilities:

Generation Units Co-generation Units
Co- Unit . Name plate | Station
. Commercial Name .
No | Generation o . Uni ) Uni Capacity | Term of
Facility peration it plate e desalinated | Licence
Date Number | Capacity | Number
(MW) steam
(Ton/Hr)

625.5
1/6/2006 1 155 1 (Ton/Hy) %
1 | Shedgum %
6255 —
1/6/2006 2 155 2 (Ton/H) b

3225
1/9/2006 1 76.5 1 (Ton/Hs) 5
2 | Ras Tanura g
3225 =
1/9/2006 2 76.5 2 (Ton/Hr) P
029 —
18/12/2006 1 155 1 (Ton/Hz) :o:
3 Ju'aymah ~§
18/12/2006 2 155 2 629 =
(Ton/Hr) ~

625.5
29/3/2006 1 155 1 (Ton/Hr) §
4 | Uthmaniyah =
6255 Py
29/3/2006 2 155 2 (Ton/Hr) ~
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SCHEDULE (2)

STATEMENT OF GRANTED DEROGATIONS

The following are ECRA’s directions relieving the Licensee of its obligations under paragraphs
1, 2 and 3 of Condition 9 in respect of certain sections and/or chapters of the Transmission

Code.

1. General Derogation Statement:

a. Licensee’s Cogeneration units listed in Schedule 1 will not be subject to any form of
dispatching and scheduling instructions by the Transmission System Provider (“TSP”)
without prior consent of Licensee and subject to established coordination procedures
between Licensee and TSP;

b. These derogations to the Transmission Code are granted to the Licensee’s
Cogeneration units listed in Schedule 1 for as long as their total output is committed for
Saudi Aramco consumption during the term of his supply agreement(s) with Saudi Aramco.

2. Detailed Derogations from Specific Items of the Transmission Code Sections/Chapters:

Ser. # Transmission Code ECRA Derogation Directions
Section/Chapter

The Licensee, requirements described in Section 1.4.2 of the
Transmission Code should be limited to the Connection

1 14.2 Point(s) and shall be subject to prior coordination with the
Licensee and its consent in accordance with agreed
procedures.

The Licensee, requirements described in Section 1.6 of the
2 1.6 Transmission Code are subject to prior coordination with the
Licensee and its consent

3 1.11.10 Revocation of granted derogations to the Licensee will not
occur without the agreement of the Licensee,

Control of Licensee System, including the Licensee’s facilities
4 1.15 used by the TSP as part of the TSP's transmission path, shall
be subject to prior coordination and agreement with Licensee.

~x\
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[ Ser.# Transmission Code | ECRA Derogation Directions |
Section/Chapter

In the event of any conflict between the provisions of the
transmission code and any contract or agreement between TSP
and the user, except insofar as derogation granted to user, the
provision of the transmission code shall govern

5 1.16.1

The time for Licensee’s new, or modification of an existing,
Connection shall be based on Transmission Impact Studies 10
6 2.3.1.3 be conducted by the TSP. In every case the approach, the
phases and the findings of Transmission Impact Study shall be
negotiated and agreed upon by both the TSP and Licensee.

System voltage level and Bus bar configuration's requirements

7 2.3.1.6 will apply only at the Connection Point.

TSP may disapprove application for connection only if the
8 2.3.2.6 Transmission Impact Studies show that the proposed
development will degrade the transmission.

1. Derogation granted to the Licensee shall not be used as a
cause/reason for TSP to deny its application.

9 2.3.4.2 2. Standards relating to the safety and security of the

transmission operation should be based on internationally

recognized bes! practices.

Requirements described in this Section 2.3.4.3(ii) for
10 2.3.4.3 (ii) modification in the transmission system shall be as deemed
necessary by the Transmission Impact Study.

Add the following statement.
11 2.3.5 (i) " The Licensee shall comply with the transmission code taking
into account all derogations granted to it by ECRA."

.
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Ser. # Transmission Code ECRA Derogation Directions
Section/Chapter

The Licensee Generating Units, the following table shall
apply as an alternative to the frequencies ranges Sections
2.4.20f the Transmission Code:

12 2.4.2&2.4.3 Below Above Operation

nominal | nominal | Requirements

frequency | frequency
| (H7) (Hz)
58.5-60.0 | 60.0-61.5 | Continuous

The Licensee Generating Units, the requirements described in
13 2.5.2.2 Section 2.5.2.2 of the Transmission Code shall be limited to
the connection point

The Licensee Generating Units this Section 2.5.2.12 shall be
modified to read “No Bus bar Protection, mesh corner
Protection, circuit breaker fail Protection relays, AC or DC
wiring (other than Power supplies or DC tripping associated
with the User's Plant and Apparatus) shall be worked upon or
altered by, or in behalf of Licensee without prior coordination
with and consent of TSP in accordance with agreed
procedures”

14 2.5.2.12

For the Licensee Generating Units the following shall apply:

a. Section 2.5.5.1 shall read Al generating units must be capable of
supplying rated Active Power Output at any point between the limits
90% Powsr Factor lagging and 95% Power Factor leading at the
Generating Unit terminals, unless otherwise agreed expressly by the
TSP in the Connection Agreement.”

15 255 b. Requirements of Section 2.5.5.4 apply only to new installations.

e. For the purposes of Sections 2.5.5.8 & 2.5.5.9 requirements,
Licensee will comply with frequency range from 58.5 Hy to 61.5 Hs,
The Licensee reserves the rights lo disconnect from the transmission
at frequencies outside the above range based on operational security
requirement and established agreed coordination arrangement with the

TSP,
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Transmission Code
Section/Chapter

ECRA Derogation Directions
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15

255

d. For the requirements of Section 2.5.5.10 Licensee shall bave the
adjustable Governor Droop setting within 2% to 4%.

e. For the purposes of Sections 2.5.5.11, the reguirements for PSS
will not be applicable for existing installations. For future installations,
however, only penerators rated above 50 MW will be required to
comply with the requirements of Section 2.5.5.11.

F Requirements of Section 2.5.5.12 will not apply for the existing
tnstaliations. For futnre installations, however, only generators rated
above 50 MW will be reguired to comply with the reguirements of
Section 2.5.5.12.

g voltage, and where a subsequent return of the voltage
within the range 90-110% of the nominal voltage”

h. For the purposes of Section 2.5.5.18 requirements,
Licensee will not change over to house load operations. It
will rather change over to plant load, provided that the
plant is disconnected from the transmission.

i 2.5.5.20 (i) shall read “Transmission frequency within
the limits of 58.5 Hz fo 61.5 Hz as specified in (2.4.2).
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2.5.6.3

The following derogation statement will be added to this
section 2.5.6.3 of the Transmission Code:

"Load shedding of the Licensee’s facilities will be
implemented only in accordance with a pre-approved load
shedding scheme agreed upon in advance between the TSP
and Licensee. In the event that such agreement is not reached
between Aramco and TSP, the matter will be referred to the
GCSC”.
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2.6 (ii), (iii) and (iv)

The Licensee Generating Unils are derogated from the
requirements of Sections 2.6 (ii), (iii), and (iv).
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. The Licensee is granted derogation from the requirements of
18 4.3.4.4 (i) this Section 4.3.4.4 (it
—
Regarding the stipulations of these Sections 4.3.4.7, 4.3.4.8,
43.47. 43.4.8 4349 & 4.3.4.12 of the Transmission Code, Licensee shall
19 o Y have the right to shutdown generators based on iis operation

4349 &4.3.4.12 requirements. Such Shutdown is to be coordinated with TSP;

without the requirement of TSP consent.

The Licensee is granted derogation from the requirements of
20 4.9.52 Section 4.9.5.2 of the Transmission Code on the basis of the
above stated general derogation statement 1 (a).

The Licensee is granted derogation from the rvequirements of

21 5.0 Section 5.0 as per the above stated general statement | {a).
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