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TEN-YEAR POWER PURCHASE AGREEMENT

- This Ten-Year Power Purchase Agreement (the “Agresment”), dated as of this 6" day of :
July, 2001, is between Pac1ﬁC0rp Power Marketing, Inc., an Orsgon corporation (¢ ‘Se]ler”) and .

the State of California Department of Water, Resourc..s arr agency of the Siate of California,
. acting with respect to the Fund (heremaﬁer defined) and the powers and responsibilities of the
Department of Water Resources with respect thereto as set forth in the Act (as hereinafter
defimed), separate and apart ffom its powers;and responsibilities with respect to the State Water
Resources Development System (the State orCallfomJa Department of Water Resources acting
in such capacities being herein called the Pt)wer Purchdser”). Seller and Power Purchaser ars
sometimes referred to in this Agreement collectlvely as u.he “Parties” and mdlwdually as

“Party.”
‘WITNESSETH- ‘

WHEREAS, Seller has secured 237 MW of electrical generating capacity through'a long-
term power purchase from. the approximately 484 MW combined-cycle generation facﬂlty
owned by the. Clty of Klamath Falls, Oregon (the “Original Klamaﬂ: Facility”); and

WHEILAS Seller may construct or otherwise cause construction of a second combined-
cycle generating facility in Klamath County, Dregon duning the term of this Ag:eement (the
= Second Klamath Facnht}f ’); and : _

WBZE‘.REAS the Original Klamath Facility and, if built, the Second Klamath F acﬂlry wﬂl
generate electnc power for sale; and

WHBREAS Seller and Power Purchaser desire to set forth in this r‘;gre=ment the terms
pursuant to which Power Purchaser will purchase eleciric power fom Seller '

NOW THEREFORE, in consideration of the mutual covenants contamed hersin, and of

other good =znd valuable consideration, the receipt and sufficiency of which are her by

acknowledged, the Parties agres as follows:

ARTICLE 1 .
DEFINTTIONS

As used in this Agresment, the following terms have the following meanings when used

with mitial capnahzatmn, whether singular or plural:

Act:  This tetm shall mean Sections 80000, 80002, 80002.5, 80003, 830004, 80010,
80012, 80014, 80016, 80100, 80102, 80104, 8G106, 80108, 80110, 80117 80116 8017{) 80122,
80130, 80132, 80134, 80200, 80250, 80260 and 80270 of the Water Code, as amended.

Afflate: This term shall mean, with respect to any Person, sach Person that directly
or indirectly, conirols or is comtrolied by or is under common conirol with such designaied
Person. For purposes of this definition, “control” {including, with correlative meanings, the
terms “controlled by” and “under common control with™), as used with respect io any Persomn,
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shall mean the possession, directly or indirectly, of the power to dirsct or cause the direction of
the management and policies of such Person, whether tbrou._h the ownership of voting securities -

or by coniract or Uthermse

Banlqupt: This tenn sha.l. mean with-fespect to any éntity, such entlty (i) fles. a petition
or otherwise commences, authorizes or acquiesces n the cormmencement of a proceeding or
cause of action vnder any banlmlptcy, insolvency, reorganization or similar law, or has any such
petition filed or cormmenced against it and such petition remains undismissed and unstayed for a
-period of 60 days, (i) makes an asmgnmém oT any general arrangement for the benefit of
creditors, (i) otherwise becomes bankmmpt or msolvent (however evidenced), (iv) has a
hqmdator admimistrator, receiver, trustes, conservator or similar official appointed with respect
ip it or any substantial portion of its property or assets or (v) is generally unable to pay its debts' ’
as they fall due.

Bonds: Any bonds, notes or other obligations (howsoever designated) incurred for money
borrowed that are setured by a pledge or assignment of the Trust Estate, including without
limitation the interim loans undertaken by the Power Purchaser pursuant to Exsciiive Order D-
42-01 issued by the Govemor of the Staie of Ca]ifornia od June 19, 2001.

BPA TBIL: ThlS term shall mean the Bonnevitle Power -&dm.lmsu'anon s Transmission
Business Lme A

: Business Dav: Any Day Monday through Friday, mclusive, but excluding Days that are
observed -as business holidays by efther Party or that are statutory holidays in the WSCC.

COB: " This term shall mean the point of control arsa imterchange at the Califormia-
Oregon border between the 500 KV ransmission systemn owned and/or controlled by BPA TBL
and other Pacific Northwest entities (including its or their successor(s)), and the 500 kV
transmission systsm owned and/or controlled by the Califormia Independent System Operator
- ("ISO”) and other Califorpia eniities (mcludmcr Jis or their successor(s)).

Coniract Delivery Rate: 150 MW or 150 DOO kW from the Date of Commercial
Operation through Jume 30, 2002; and 200 MW or. 200,000 kW for the period July 1, 2002
through June 30, 2004; and 300 MW or 300,000 kW thereaﬁer _ :

Contract Heai Rate: 7,200 Btw/kWh or 7.2 MMBtw/Mwh. The Contract Heat Rate shall
apply only for deliv enes pericd beg:mnmcr J anuary 1,2003. :

Coniract Pmice: The price for Power per MWh required to be paid hersunder by Power
Purchaser to Seller, that is: (a) for the period prior to Jaouary 1, 2003, the “Coniract Price” shail
be the Energy Price; and (b) for the period bee:inning January 1, 2003, the “Coniract Price” shall
be the sum of all charges set forth in Artiele 5.3 hereof. [ being understood and agreed that for
puwposes of calculating -the “Contract Price” for the penod beginning Jammary 1, 2003 for
 purposes of Section 11.6.1: (i) any Asticle 5.3 cherges staied in $/&KW-mo. (e.z. the Monthly
Capacity Charge and the Monthly Fixed O&M Charge) shall be converted to § per MWh using
an assumed 94% capacity factor; and (&) the Monthly Fuel Charge shall be calcniated, net of any
credit against the Monthly Fuel Charge pursuant to Section 5.4.2.2, using the Contract Heat Rate
and the forward markst price for gas at the \/Iontb_y Gas Index pomt for the applicable period
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and the Current Exchange Rate based on the most recent month; and (iii) Transmission Losses

g :f

Charge shall be based on the then applicable loss percentage {as set forth in Exhibit H) and the -
forward price of flat power ai COB for the applicable period; and (iv) Operating Reserves shall
be based on the then applicable Operating Reserves charge (as set forth m Exhibit G@. To-

llustrate the intent of subpart (b) of this definttion, an example calculation of the Contract Price
for December, 2004 is set forth in Exhibit K hersto. : :

Current Exchange Rate: Applicable Umly for the period beginning January 1, 2003, this
term shall mean the “Canada/U.S. ExchangeRate” as published for the Month of delivery in the
Canadian Gas Price Reporter under the table “Monthly Canadian and U.S. Natural Gas Price
Summary.” For purposes of illustration, a copy of an actual page from the Canadian Gas Price
Reporier with the Current Exchange Rate is attached to this Agreement as Exhibit A.

Daily Gas Index: This term shall mean the daily spot gas price reported daily i the -

- Canadian Gas Price Reporter under the table “Canadian Domestic Gas Price Report”, under the
column heading “Avg, Price USS/VMB.” For purposes of illustratior, a copy of an aciual
page from the Canadian Gas Price Reporter with the Daily Gas Index circled is attached to this
Agreement in Exhibit A , _ :

- Klamath F acility as that term is defined in the EPC Contract.

Date of Commercial Operation: The Dats of Substanial Completion of the Original

Day: This term means a calendar day.

‘ Deféulﬁng Party: This term shall have the meaning given to it in Article 11.2.

Ea:lw} Termination Date: This term means the effective date of termination of this
Agreement pursuant to Article 11.4 hereof '

Effective Date: This term shall have the:meaning given to it in Article 2 hereof

EPC Contract: The Design, Engineering, Procurement and Constructon Services
Contract dated August 31, 1998 between Owmer -and Black & Veaich Construciion, Inc.
providing for the design, coumstruction and start up of.the Original Xlamath Facility, as such
coniract has besn or may be amended from to time. '

. Engrsy Prce: The Energy Price shall be $70/Mwh for the period beginming on the day
following the Date of Commercial Operation through December 31, 2002. The term Energy
Pri_ca shall have no application for deliveries of Power afier December 31, 2002.

Facility: When used Herein on  stand-slone basis, the term shall mean the Seller’s share
- of the Original Klamath Facility (i.e., 237 MW), as constructed pursuant to the EPC Contract,
untll the commercial in-service date of the Second Klamath Facility, at which time the term

Facility shall mean the Second Klamath Facility; provided thar if the commercial in-service date

of the Jecond Klamath Facility has not occurred by Jaly 1, 2003, then this term shell mean the
Seller’s share of the Original Klamath Facility. ' : ‘ '
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Facility Quiage and Maintenance Pool: This term shall have the meaning giveq to it
Article 6.3.1 of this Agreement. ) i

First Period: The period beginning on (and including) the day following the Effective

Date #nd ending on (and imcluding) December 31, 2002.

Forcs Maieure: Any act or event that- ﬁelays or prevents Seller or Power Purchaser fiom
timely-performing obligations under this Agregment or fom complying with conditions requirad
under this Agreement if such act or avent‘is:_;ﬁéyond the reasonable control of the Party relying
thereon as justification for such delay, nonmperformance or nencemphance, including, without
limitation, (2) an act of God or the elemenis, explosion, fire, epidemic, landslide, mudslide,
sabotage, lightning, earthquake, flood or stmilar cataclysmic event, ax act of public enemy, war,
blockade, civil insurrection, riot, civil disturbance, stike or other labor difficulty cavsed or

suffered by third parties beyond the reasonable control of Power Purchaser or Seller (whether

such cause is similar or dissimilar to the foregoing or is foreseen, unforesesn, or foresseable), or
(D) any restraint or restriction imposed by law or by tule, regulation, or other acts of
governmental authorities, whether federal, state or local (othet than an act of efther Party) which
by sxercise of due diligence and in compliance with applicable law 2 Party could not reasonably
have been expected to avoid and to the extent which by. exercise of due diligence and in
compliance with applicable law has been unable to' overcome. A Party is not prevented from
performing its obligations fo the extent that, in the case of the Seller, #ie Power may be
purchased from a third party at the Point of Delivery at any price or, in the case of the Power
Purchaser, the Power may be sold to a third party at the Point of Delivery at any price. A Party
may not clazm Force Majeurs based in whole or in part on curtaitment by any transmission
provider umless (i) such Party has coniracted for firm transmission with such transmission
provider for the Power to be delivered to or received at the Point of Delivery; (i1) . such
-curtailment is due to “force majewre” or “uncontrollable force” or a similar term as defined wnder

such fransmission provider’s tariff; and (ifi) such Party is unable to obtain alternate transmission -

services to or from the Point of Delivery. Seller may not claim Force Majeure based in whole or
i part on curtailment of gas transmission by any gas transmission provider affecting deliveries
to the Facility unless (1) Seller has contracted for Smm gas fransmission; (2) such curtailment is
-due to “force majeure” or “uncontrollable force™ or a similar term as defimed under such gas
transmission provider’s tariff; and (3) Seller is unable to obtain alternate . gas transmission
services to the Facility. Seller may not claim Force Majeure: based in whole or in part on

curtailment of gas supply to the Facitity unless (1) Seller has contracted for frm gas supply for -

the Facility; and (2) such curtailment is due to “force majeure” or “uncontrollable force” or a
similar term 2s defined under such frm gas supply agreement. In additon: (A) the Seller may
not claim Force Majeure based i whole or in part on the circumstance that the cost to-the Seller
of producing or purchasing from third parties the Power required to be delivered hereunder by
Seller io Powsr Purchaser may, for any period of time, be squal o or graaier than the Comtract

Price to be paid hersunder by Power Purchaser to Seller for-such Power; and (B) the Power-

Purchaser may not claim Force Majeure based in whole or in part on the circumstancs that the
Contract Price raquired to be paid by Power Purchaser to Seller hereunder for the Power may, for
any period of time, be more than the price at which Power Purchaser could acquire the same
from another source; it being expressly understood and agreed by the Parties that Selier shall
bear the risk of the circumnstancs described in (A) above and Power Purchaser shall bear the sk
of the circumnstance described i (B) above. In the case of the Power Purchaser, Force Majeure



does not include any acticn taksn by the State of Cahfon:ua (regardiess of the Staie a_aeucy .
depariment, cornmission, authority, division or other orgamizational, operational, stamtory or -
constitutional unit or entity through which it may act), regardless of whether such action is taken-
m ifs governmental capacity. In the cass of Seller, unill such tme as the Second Klamath
Facility is in commercial operation, if a Force Majeure event occurs that prevents the Facility
- from operating, Seller shall, during the periqd of such Force Majeurs event, only be sxcused
fromr delivering Power hersunder in an amoum equal to the lesser of: (i) the then current Coniract

Delivery Raie; or (u) 237 MW.

Forced QOuiage: A declared occurrence by Seller to Power Purchaser of an unplanned
reduction or suspension of the elecircal ouiput from the Facility (reducing Ssller’ s share of
Facility output) in response fo mechanical, elecirical or. hydraulic conirol sysiems tnps or .
operator-initiated trips or shutdowns in response to unit alamms or equipment malfimction af the
Facilily, or to prevent such. irips, alarms. or malfunctions, which reduction or suspension may be
mmmediate or delayed no longer than the end of the then-applicable daily preschedule.

Fund: This term shall mean the Department of Water Resources Blectnc Power Fund
esizblished by Article 80200 of the Water Code.

kW: This term shall mean kilowatt. |

Market Quotation Average Price: This term shall mean the average of the good fa:tth
quotations solicited ffom not less than three (3) Reference Merket-malkers; provided, however,
- that the Party soliciting such quotations shall use commercially reasonable efforts to obtain good _
faith quotations from ar least five (3) Reference Market-makers and, if at least five (3) such
quotations are obtained, the Market Quotation Average Price shall be detel:mmed disregarding

the highest and lowest quotations.

Minimurm Generation Level: The Facility output correspondinig to the lowest output level
achicvable without causiag a violation of any permit conditions. ‘The Minimum Generation
Level for-sach Month shall be determined by Seller at its cormmercially rsasonable discretion;
provided, however, that (a) for projected "2x1" operations (i.z., both of the Facility's combustien
terbme generators and its sole stearn generator are projected to be in operation), the Minimum
~ Generation Level shall not be greater than 375 MW; and (b) for projected "1x1” operations (i.e.,

only one (1) of the Facility's combustion turbine generators and its sole steam generator are
projected to be in operation), the Minimum Generation Level shall not be greater than 225 MW.

MMBtu: This term shall mean 1,000,000 Bry, or 1 Dth.
Month: This term shail mean 2 calendar month.

Monthly Capacitv Charge: This term shall have the meaning given to it in Article'5.3.1
and Exhibit B to this Agreement The Monthly Capacity Charge shall apply only for the period
beginning Janmary 1, 2003.

VMonthiv Firm Schedules: This term shall mean those frm monthly schedules, if any,
established pursuant to Articie §.2 herein, which apply to all On Peak and/or ail OfF Pesk hours



dunncr the Moenth, unless otherwise Specmca]iy provided for in this Agreement. The term shall

apply for the period beginning J anuary 1, 2003.

Monthlv Fixed O&M Charge: This term shall have the meaning given to it in Article ~

5.3.2 and Exhibit C to this Agreement. Thel \/Ionthly Fixed O&M Charcre shall apply only for the
- period beginning Ianuary 1,2003.

Momnthlv Fuel Charge: This term sha.ll have the meaning given to it in Article 5.3.4 and
Exhibit B to this Agreement. The ] Monthly FueI Charge ahall apply only for the period beginming

January 1, 2003.

Monthly Gas Index: This term shall mean the “Alberta Spot Price - AECO C’ ENILT.
(7A)” price reported monthly in the Canadian Gas Price Reporter under the table “Monthly
Canadian and U.S. Natural Gas Price Summary”, in Canadian $ per Gigajoule (GI) or $US per
. Dth, as set forth below, then rounded to the nearest 0.001. The ] Monthly Gas Index shall be the
tadex published in Canadian § per GJ and converted to SUS per MMBtm using 1.055056
GI/VVBtu and the Current Exchange Rate. For purposes of illustration, a copy of an actual
page from the Canadian Gas Prce R_porter with the 1 \ronthly Gas Index circled is attached to

this Agresment in Exhibit A.

Monthly Var_iable O&M Cherge: This term shall mean the charge described in Article
5.4 and Exhibit D fo this Agresment. The I Mouthly Variable O&M Charge shall apply only for

the penod beginning January 1, 2003.

- Moodv’s: Moody’s Investor Services, Inc. or its successor.
MW: This term shall mean megawatt, or 1,000 kW.
MWh(s): This term shall mean mecra.watt-hour(s)

Non-Defaulting Paﬁv T]ns term shall have the meaning given io it in Article 11.2 of this
Agreement.

Qff-Peak: This term shall mean all hours other than On-Peak hDuIs.

Off-Peak COB Markst Index: This term shall mean the daily prce for Off-Peak
electricity for the applicable Day as published by Dow Jones in its *COB Electricity Index”
under the Arficle “Firm Off-Psak.” For purposes of illustration only, a copy of an acmal page
]ID]IL Dow Jones is atiached to this Agreement as Exhibit L.

On-Peak: This term shall mean the hours ending 0700 Pacific Prevailing Time to 2200
Pacific Prevailing Time, Monday through Satirday, exclusive of any North American Electric
Rekability Council holidays.

QOn-Peak COB Markst ]'.ude*’ This term shall mean the daily price for On—Peak slectricity

tor the applicable Day as -published by Dow Jomes in its “COB Electricity Index” under the _
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Article “Firm On-Peak.” For purposes of illustration only, a copy of an actual page fom Dow
- Jones 1s attached to this Agresment as E}{.hibit L.

Qperating Resuwes_ Ttus term shall mean Spinning Reserve Service and Supplemental .
. Reserve Service, as defined’ by the Federal Ener'ry Regulatory Cornmission (or the applicabie
- Successor orwamzanon) in Order 888, as‘it may be amended or replaced, and defined and
implemented in accordance with prevailing regional standards, including but not lmited to the
Western Systems Coordinating Council’s ¢ T\fIqmmum Operating Reliability Criteria.”

Overating Reserves Charge: This 'rerz.i:[ shall have the meamng given to it in Article 5.3.6.
The Operaﬁ:qg Reserves Charge shall apply only for the period beginning January 1, 2003.

Overating Year: This term shall mean each twelve (12) Month period during the Term
cormencing July 1 and ending Fune 30; provided that the initial Operatinig Year shall begin on -
the first Day following the Date of Commercial Operation and end on June 30, 2002.

Original Klamath Facility: This term shall have the meaning set forth in the recitals
hereto. .

Parties: This term shall have the meaning given to it i the Dreamble of this Agresment.
Party: This term shall have the meaning given to ]'J': }'11 the preamble of this Agreement

Person This teomn shall mean any individual or a corporanou, hrmted liability company,
partnership, trust, incorporated or unincorporated association, joint venturs, joint stock: company,
govermnment (or any agency or political subdivision thereof) or otherentity of any kind.

Per Unit Market Price: This term means the anphcable price for Power per 1 \/J."Wh
dstermimed in accordance with r\mcles 11.6.1.2 a.nd 11 6 15.

PG&E GT NW: This term sha}l mean the pipeline system from Kingsgate, Idaho to
Malin, Oregon, owned by the PG&FE Gas Transmission, Northwest Corporation, and its
SuCcessors or assigns, and intercomecting with TC-BC to the north and Pacific Gas & Electric
Corporation’s California Intrastate plpelme system to the south.

Pipeline Loss Percentave: The term shall mean the plpeh.ne losses on TC-AB, TC-BC,
and PG&E GT NW from the Monthly Gas Index point iz Alberta, Canada, to Malin, Ore'-‘ron,
pursuant io published tarifls in effect fom time to time.

Poini of Deliverv: This term shall mean COB.

Power: Electrical energy and capecity from the Facility, or ffom other resources of the
Seller, as measured at the Point of Delivery, or as otherwise provided in Articles 3.3 or 3.4, sold

to Power Purchaser pursueant to this Agreement.

Power Purchaser: This term has the meaning given io it In the preamble of this
Agresment. ' '



‘Prime Rate: The publicly announced prime rate or reference rate for commercial loaﬁs o -
large businesses with the highest credit rating in the United States in effect from time io tma- °
quoted by Cinbank, N.A. If a Ciibank, N. A_ prime rate is not available, the applicable Prime "

Rate shall be the anpounced prime rate or reference rate for commercial loans in effeci fom time
- 1o time quoted by a bank with $10 billion of more in assets in New York City, N.Y ., selected by
the Party to whom Inferest based on the pnme rate 1s being paid.

Iy
‘f':

Prudent [Julity Practices: At a pamcu:lar tome, those practices, methods, equipment, and

acts then engaged in or approved by a significant portion of the electric utility industry and

commonly used in ublity engineering and operations to design, construct, Operaie and maintain
equipment similar to the Facility’s equipment consistent with good business practices, economy,
reliability, safety, and expedition.

Ramp Rate: Five (5) megawatts/mﬂute per gas turbine umit then operating or such other
rate as may be reasonably deterrmined from tmze to time by the Seller.

Referencu Market-malcer: T}Jls tenn means any markster, trader or seller of or dealer in °

fitm energy products whose long-term unsecured senior debt is raied BBB or better by Standard
& Poor's and Baa? or better by Moody's Investor Services. . :

Renlacgment Coniract: This termn means & contract: having a term, quantity; delivery
rate, delivery point and product substantially similar to the remaining Term, quantity, delivery
rate, Point of Dellvery and product to be provided under this Agreement. :

Required Rating: This term means:

(1) In the case of Moody’s: (&) prior to the tme Moody's first assigns a
published rzting to the Bonds, a private rating indication from Moody’s that the Bonds
are in the investment grade rating categery ‘or higher; and (b) from and after thé time
Moody’s first assigns a pubhshed ratingto the Bonds, “Baa3” or higher: and

+(2) In the case of S&P: (a) prior to the time S&P fl.rst assig_ns a published rating
to the Bonds, a privaie rating indication from S&P thai the Bonds are in the investment
grade rating category or higher; and (b) from and afier the time S&P first assigns a
published rating to the Bonds, “BBB-“ or higher. .

Scheduled Maintenance Quiage: A declarsd occurrence by Seller to Power Purchaser of
an outaze or reduced generating capability at the Facility that would affect deliveries hersunder,

" other than & Forced Qutage or an outage due to an svent of f Force Majeure.

Second Klamath Facility: This term shall have-the mesning set forth in the recitals
hereio.

Second Period: The period beginning on (and including) January 1, 2003 and ending on
(end meluding) June 30, 2011.
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Seller: 'I'his term shall have the meaning given to it in the preamble of this Azreameﬁi.

Standard & Poor’s or S&P: These terms shall each mean Standard & Poor's Rating - °

Group (a division of McCraw—IﬁlL Inc.) or its successor.

Supplemenial Pool: This term shall have the mea.umg given o it in Article 6.3.2 of this
A.graument

TC-AB: This term shall mean the*pmehne systemm in Alberta, Canada, ‘owned by
TransCanada PipeLines Limited, a;ud 1ts sucesssors and assigns, and interconnecting with TC-
BC.

TC-BC: This term shall meen the pipeline system in British Columbia, Canada owned

by TransCanada Pipelines Limited, and its successors or assigns, and interconnecting with TC- .

AB and PG&E GT NW.

Term: This ten:u sha]l have the meaning given to it in Article 2 of this Agreement.

Tenmnauon Payment: This term shall mean the Termination Payment calculated as
provided in Article 11.6.1 of this Agreement. :

: Transmission Losses Charge: This term shall have the ineamng given to it in Article
5.3.50f this Agreemeni. The Transmission Losses Charge shall apply only for the period

begmnm Ianuary 1, 2003.

Trust Fstate: This term shall mean all revenues under any obligation entered into by

Power Purchaser, and rights to recetve the same, and moneys on deposit in the Fund and income o

or revenue derived from the investment thereof.

Unaualified Ovinion ‘of Legal Counsel:: An’ opfﬂion addressed to the Seller of General
_Counsel or Acting General Counsel in the form attached hereto as Exhibit M.

Variable Piveline Charges: This term shall mean the variable pipeline charges on TC-
AB, TC-BC, and PG&E GT NW from the Monthly Gas Index point in Alberta, Canada, to
Malin, Oregon, pursuant to published tariffs in effect from time to time. Variable Pipeline
Charges shall apply only for the period beginning January 1, 2003.

WSCC: This term means Western Systems Coordiriating Council.

Year: This term shall mean a calendar year during the Term of this Agreement.



ARTICLE 2
TERM

This Agreement ahall become eﬁ"acuve and shall bind the Parties beginning on the

Effective Date, and shall sxpire on the sarlier’to occur of (i) the termination of this Agreement
by either Party m accordance with: the Lemmauou nights expressly provided for hersin; or (if) at
2400 hours Pacific Prevailing Time, on Iune :D 2011 (Lhe “Term”).

As used herein, the term “Effective Da‘re” shall mean the frst date upon Wthh all of the

following conditions precedent have been met:

(1) this Agra=ment has been duly authorized, executed and deliversd by =ach
Party; and

(2) Power Purchaser causes io be delivered to Seller an Unqualified Opinion of -

Legal Counsel in the form attached hereto as Exhibit ML

' ARTICLE 3
PURCHASE AND SALE OF POWER

3.1 Purchase and Sale. Power Purchaser shall purchase and Seller shall sell Power
pursuant tQ the terms of this Agreement at the Coniract De]ivery Rate. .

3.2 Commencement of Deliveries. As of the date of this Agrsement, Seller estimates

that the Dats of Commercial Operation will occur betwesn July 25 and July 30, 2001. Seller .

' shall. prémptly inform Power Purchaser of any changes to such date, and shall provide Power
Purchaser with writien notice of the actual Date of Commercial Operation as soor as reasonably
practicable but not less than three (3) Business Days in advance of such date, unless otherwise
mutnally agreed by the Parties. Beginuing at 0000 hours on the later to oceur of: (1) the Eﬁecnve
Bate; or (i1) the Day following the Date of Commercial Operation, Power Purchaser shall
schedule elecirical Power for delivery, as set LOIth. m Article 6. :

3.3 Delivery. EXcept as provided m mole"s.i!-, all Power sold to Power Purchaser
under this Agreement shall be delivered to Power Purchaser at the Point of T Delivery, or as the
. Parties may otherwise agree from time to time, in accordance with the scheduling procedures set

forth in Article 6.4.

34 Altemate Dehverv Rights: Consistent W’lth the scheduling procgdures set forth m
Article 6, Seller may altemnatively and at its sole discretion deliver Power via schedulmg
coordinator to scheduling coordinator transfer or otherwise, at NP-15 (or its successor); up to (2)
50 MW of Power on a monthly schedule basis pursuant to notice delivered by Seller one (1)
Business Day prior to the dafe nofice is required to be deliversd by Power Purchaser pursuant to
Section 6.2.1.2, and (b) 50 MW of Power on a daily prescheduled basis; provided, however, that
the changes set forth m Exhibit G shall not apply io any such deliveries; provided, further,
however, that Seller may not change the point of delivery i if [ such change would resuli ma ':orce
\/Ia]uere gvent. _




: ARTICLE 4
TERMI\{ ATION WITHOUT RECOURSE

In addition to any other termination pmws1ons set forth herem 1T at any time there is any
action by any federal or local governmental authority (other than the State of California or any
agency thereof), whether such action is ‘execniive, legislative, judicial, administative or
otherwise, the effect of which is to T'educe ‘the payments requited to.be made by the Power
Purchaser hersunder or that prevents the Seller from collecting such payments Tom the Power
Purchaser or that prevents the Power Purchaser from making payments to Seller hereunder, then
Seller shall have the right, but not the obhwanou, to terminate this Agreement by giving written
notice of such termination to the Power Purchaser, which termination shall be effsctive at 2400
howurs, Prevailing Pacific Time on the date such termination noticé is given. -

In the event this Agresment is terminated pursuant to this Article 4, no Termination Payment
~ shall be owing by either Party to the other hereunder and nejther Parcy shall have any further
recourse against the other for any other costs or damages resulting from such damages; provided
that notwithstanding any such termination, Power Purchaser shall be and remain liable to the
Seller for the payment oi the Coniract Price for any Power delivered to Power Purchaser prior io

the effective time of such termmination.

ARTICLE 5
PAYMENTS .

3.1 Pavments by Power Purchaser. Beginning on the day following the Date of
Commercial Operation and contimung for deliveries through December 31, 2002, Power

Purchaser’s monthly payment to Seller shall be based on the Energy Price, as set forth in Article -

5.2. Thereafier, Power Purchaser’s monthly payment. to Seller shall be based on the Monthly
Capacity Charge, the Monthly Fixed O&M Charge, the Monthly Variable Q&M Charge, the
Womthly Fuel Charge, the Transmission Losses Charge, and the Operating Reserves Charge, all
as set forth in this Article 5.3, as well as any amotmts payable or credited pursuant to Articles
54,,624,0r63, oras otherwise provided for mn this-Agreement hereof.-

)

" 52 Pavments Associgted with Deliveries Prior to Januarv 1. 2003. For Power

delivered by Seller to Power Purchaser prior io Janmary 1, 2003, Power Purchaser’s penodlc:_

payments to Seiler shall equal the applicabls Energy Prics, iimes the number of Mwhs delivered
by Seﬂer to Power Purchaser for the period to which such penodlc payment pertains.

3.3, Pavments Associated with Deliveres Besinning Januarv 7003 For Power
delivered by Seller to Power Purchaser after Juiie 30, 2004, Power Purchaser s monthly payment
shall be based on the charges set forth in this Article 5.3 as well as any additional amounts
pavable or creditsble pursuant fo Articles 5.4, 6.2.4 or 6.3, or as otherwise provided & for m this
Agreement. For doflar per Mwh charges, the billing dsterminant shall be the mumber of Mwhs
deliversd by Seller to Power Purchaser in such Month at the Point of Deliv ery.
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3.3. 1 Monthly Capacity Charge. Power Purchaser shall pay a \/Ionﬂﬂy Capacn:y
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Charge equal to the product of the Coniract Delivery Rate (convertsd to *

' kW) and the dollar per k'W-month capacity charge as set forth in Fxhibit B- *

herete: As noted I Fxhlbn B, the Monthly Capacity Charge mcludes "
fixed costs, as stated i .n published tariffs. for firm service in effect from

time to time, associated with (a) gas transportation from the Monhly Gas

Index point to the Facﬂlty and (b) power transmission from the Facility to
COB under BPA TBL!s Souther Intertie rate schedule (or its SUCCESSar).
Seller shall amend Exbfmt B o raﬂecr chancres n these tanffs as provided

m Article 5.5.

Monthly Fixed O&M Charwe Power Purchaser shall pay the Monthly
Fixed O&M Charge equal to the product of the Coniract Delivery Rais
(converted to kW) and the dollar per ¥W-month fixed operating and
mamtenanee charge, as set forth in Exhibit C, such charge to be revised as
provided in E”Lhﬂ:)lf C. The Monthly Fixed O&M Charge is based on all
operating znd maintenance costs associated with the Facility that do not
vary directly as a function of Facility output.

VMonthly Variable Q&M Charge. Power Purchaser shall pay the Monthl v
Variable O&M Charge based on the product of the MWhs delivered to
Power Purchaser in a Month and the Monthly Varable O&M Charge (in §

" ‘per MWh) set forth in Exhibit D hereto, such charge to be revised as .

provided m Exhibit D. The Monthly Variable O&M Charge is based on
all operatmﬁ’ and maintenance costs assoczaied Wlth the Facﬂlty that vary
directly as a function of Facility output.

Monthly Fuel Charge.

5341 The Monthly Fuel Charve 1s the cost of gas cammodlty as
measured by the I \lionthly (Gas Index and/or the Daily Gas
Index, adjusted for the Pipeline Loss Percentage and Variable
Pipeline Charges to deliver such gas commodity to the Facility.
For purposes of calculating the Monthly Fuel Charge: (a) the
Monthly Gas Index shall apply to an amount of MMBhi's
calculated using the Monthly Firm Schedules and converted to
MyiBius at the Contract Heat Rate; and (b) all other fiel
charges (inclnding those associated with any heat rate
surcharges on any schedules, whether Monthly Firm Schedules
or otherwise) shall be calculated using the Gas Daily Index and
the Conmract Heat Rate plus any applicable heat rate surcharges
pursuant to Article 6.2.4:2 and Fxhibit P.

That portion of the Monthly Fuel Charge associaied with the
Monthty Gas Index shall be calculated according to the
following formula:

n
]

=
[R9]

Toral MMBut on Monzhly Gas Index *[{{(Monzhly Gas Index * (1 + Pipeline
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Loss Percentage)) + Variable Pipeline Losses] -

That porﬁdn of the Monthly Fuel Charge associated with the. .
Daily Gas Index shall be calcula.red according to the bllowing -
formula: ‘

Toral MMBm on Dally Gos Tndex ¥f| ([_Daz[y Gas Index + 50.03/MMBt) *
I+ Pzpelmg L Loss Percenioge)) + Fariable Pipeline Losses]

A detalled e’{ample of_the calculation of the Monthly Fuel
Charge for dne day is set forth in Exhibit E hersto. The sum of
sach daily *(or hourly, as necsssary) calculations shall
detenmine the Monthly Fuel Charge for a Month.

Any changes to Power deliveries Within the Month (e.g. for

-Force Majuere or for Asticles; 6.2.2, 6:2.3, 6.2.3 or 6.3) shall

be applied to MVBtus associated with the Daily Gas Index, if
any, prior to application to any MM Btus associated with the
Monthly Gas Index. .

The Pipeline Loss Percentage and the Variable Pipeline Charge -
as set forth in published tariffs for firm service m effect on the
Effective Date are set forth i Exhibit F hereto. Seller shall
update the Pipeline Loss Percentage and the Variable Pipeline
Charge as provided in Article 5.5,

5.3.5. Transmission Losses Charce.

53.3.3.1.
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Power Purchaser shall reimburse Seller for transmission losses
incurred by Seller to COB, if any, as set forth in this article.
Power Pugchaser’s monthly payment associated - with
transmmission losses shall be equal to: (a) the MWhs purchased
by Power Purchaser and delivered to Power Purchaser i & -
Month; times (b) the transmission loss percentage charged to
Seller for that Month; times (c) the applicable energy cost for
purposes of transmission losses.

The applicabie transmission loss percentage shall be the loss

percentage charged to Seller under Seler’s iramsmission
service agreement with BPA. TBL, as set forth m Exhibir H

herato.

The applicable energy cost shall be as provided by BPA TBL
from tme to time for pwrposes of calculziing iransmission
losses under its Southern Iniertie Pomt to Point Tamff (or its
successor). Im the event that BPA TBL no lomger provides
energy associatsd with losses at a specified rate, then with'
sutiicient prior notice consistent with the requirements of BPA.



3.3.6. Operaiing Reserves Charve Power Purchaser shall reimburse Seﬂer for
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TBL (or its successor), Power Purchaser may elect io:. (@)

reimburse Sefler for Seller’s costs in purchasing snergy for -
losses associated with Power Purchaser’s deliveries herennder; **
or (b) reduce deliveries hereunder by the transmission loss .

percentace c:hartred to Seller' by BP —\ TBL (or its suecessor).

all costs of Operannw R‘\..SEI-VE'S required by BPA TBL, or as required by a
successor conirol area‘ operaior. . The charge to Power Purchaser for
Operaring Reserves shall be BP& TBL's applicable rate schedule -for
Operating Reserves, or the charge as required by a successor coniro] area
operator, as set forth in Exhibit G. The Operating Reserves Charge shall
be assessed to Power Purchaser based on the Contract Delivery Rate or

MWhs delivered, as applicable.  Seller shall update the Operating |

Reserves Charge in Exhibit G as provided in Artxcle 5.5.

5.4 Power Pu:rchaser 5 R_'l._hf io Deliver an thmcai Gas Suoplv for the Perdod

Beginning Januarv 1. 2003.

5.4.1.

W
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[Reserved]

. Upon giving Seller written notice not less than 43 days notice pdor to fhe

start of an Operating Year, Power Purchaser may ‘elect to. make available
to Seller a fixed daily amount of firm physical gas supply capaciiy at the
Monthly Gas Index point (i.e. A_ECO) for such Operating Year, subject to
the following: -

542.1. The Power Purchaser’s annuzl election to supply gas for an
Operatmg Year, pursuant to Article 5.4.2, may be for any
portion of the daily fnel requirements necessary to supply its

power purchase from Seller. . For example, assuming a .

Contract Delivery Raie of 300 MW, Power Purchaser’s annual
election could be for up to 51,840 MMBm per Day (i.e. 300
MW * 24 hours *.7.2 MMBtwMW).

The Monthly Fuel Charge shall be calculated as it otherwise
would be (1.e. as if Seller had provided all gas and there was no
physical gas delivery by Power Purchaser to Seller) and
subsequently credited by an amount equal to the Monthly -Gas
Index tmes the MMBiu's deliversd to Seller by Power
Purchaser in the Month.- It is the intent of this Section 5.4.2.2
that such credit for amy gas delivered by Power Purchaser
would oifset the Monthly Fuel Charge other than for transpori-
related costs.

w
e
i
I

Seller shall each day dwring such Operaiing Yesar nominate
with Power Purchaser the fixed daily amount of f phiysical gas, 1T

(WY
=
[
H
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any, clected by Power Purchaser for such Operating Year

pursua:ut to. Article 5.4.2, provided that Seller may change the -
. nomination: (&) for events of Force Majuere; (b) for reductions- °
- m deliveries pursuant o Article-6.3; or (c) o the sxtent Power .

Purchaser’s acmal Power schedule; pursnant to Article 6.2 2,
requires léss gas cach day (calculated at the Coniract Hear
Rate) than Power Purchaser’s annual slection. Power Purchaser
shall dehverthe amount of gas so norminated by Seller. fasa
result of sugh a reduced nomination (i.e. below the amount of
physical gas Power Purchaser elected to supply for the
Operating Year), Seller deisrmines, in accordance with
commercially reascnable practices, that it has available
pipeling capacity fom the Momthly Gas Index Point (i.e.
AECO) to Malin, C)zregon1 then at Power Purchaser’s request
Seller shall make such pipeline capaciiy available to Power
Purchaser for use during the perdod of such reduced
nomination, provided that im so doing it is not in wiolation of
any pipeline tariff or otherwise subject to penalty. To the
extent Power Purchaser so uses such pipeline capacity; it sha.ﬂ
re:mburse Seller for all associated vaI:Labla cha:rces

5.4_.2.4.' - A Party shall malke tl:l.e other Party whole on any pipeline
' tmbalance or related charges incurred as a result of any actions

of the Tirst Party.

5.42.5. IPower Purchaser makes an election to supply gas pUISLIEIIE to

Section 3.4.2 during any Operating Year and fails at any tme

during such Operating Year to provide the amount of gas

specified by. Power Purchaser pursuant to Secilon 3.4.2 as

adjusted pursuant to Section 5.4.2.3 (the “Undelivered Gas™),

Power Purchaser shall pay to Seller any additional costs or

expenses incurred by Seller in replacing such Undelivered Gas.

53  Admustmenis for Changes to Applicable Tariffs. If thers are any changes afier the

Eifective Date to any of the tariffs used or referred to in an attached Exhibit, Seller shali amend

the Exhibit to reflect the change in the tariff by sending a notice of the amendment o Power

Purchaser. Seller shall send the notice of amendment as prompily as practicable after it becomes

aware of the change in the tariff, provided, however, that the amendment shall be retroactively

effective to the date on which the change in the iariff took effect aud shail be used thereafier in
the calculation of all charges to which the tariff applies under this A gresment..

5.6  Changes in Index. If any index used in this Agreement (including but not limited
to the Monthly Gas Index, the Daily Gas Index, or the escalation indices referred to in Exhibits B
and C) or any ravision or equivalent of that index ceases to be published, Seller shall select as a
replacsment a substantially equivalent index that, afier any necessary adjusiments, provides the
most reasonable substitute for the index i quesiion. Seller’s selection shall be subject to the
Power Purchaser’s comsent (which the ?’ower Purchaser shall pot unrsasonably withhold,
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condifion: or delay). Any such substitute mde*{ shall have retroactve uIIECT to the date at which

 the previous index terminated.

57  Taxes. Powes Purchaser shall be responsible for paying when due any sales, -
excise, business, use, energy or other taxes applicable to the purchase of Power arising at or from

- the Pomt of Delivery or aliemate points of dehvery Seller shall be responsibie for payiag when

due any sales, excise, business, use, energy or other taxes applicable io the purchase of Power
arising to the Point of Delivery or altemata pom».s of delivery; provided, however, that the
Contract Price shall be increased to account IOI the effect of any habﬂﬂ'y, loss, cost, damage and
expense, including gross-up, arising out of:a tax or other imposition enacted by the State of
Califormia or any agency thereof afier the date of this Agreement that is pot of general
apphcablhty and is instead directed at the generation, sale, purchase, ownershlp and/or

~ iransmission of electric power, gas and/or other utility or energy goods and services (auy such

tax being herein called a “New Tax”). The Coniract Price shall be decreased ‘0 account for the
effect of any tax credit or other reduction with respect to any such New Tax enacted by the State
of California or any agency thereof after the date of this Ag_re=me11t '

As soon as practicable after a New Tax becomes payable, the Selier shall: (i) calculate the

* increase to the payments requived fo be made by Power Purchaser hereunder that results from the
~ addition of such New Tax to the such payments (which fncrease shall, to the extent practicable,

be stated as ap increase in the price per Mwh applicable hereunder), (i) determine whether such
New Tax is affects the Seller’s net retun on paymenis that have already been made by Power.
Purchaser to Seller hereunder, and (i13) prowde Power Purchaser with written notice setiing forth
such caleuilations and the amount (if any) owing as a result of such New Tax bemg_apphcable to
paymenis already made by Power Purchaser to Seller hereunder (the “Adjustment Notice”). In
the event such New Tax affects the Seller’s net retirn on payments that have already been made
by Power Purchaser to Seller hereunder, the Power Purchaser shall pay to the Seller an smount
equal to the New Tax Adjustment Amount that affects the Seller’s net retum the payments that

' have already been made hereunder as stated in the Adjustment Notice, which payment shail be

made within five (5) Business Days from the-dafe the Adjustment Notice is given to Power
Purchaser. In the event such New Tax affects the Seller’s net retum on payments that have not
yet been made by Power Purchaser to Seller hereunder, then from and afier the time the New Tax
becomes applicable the payments due from Power Puzchaser hereunder shall be increased by an
amount equal to the increase calculated as set forth herein znd shall be paid by Power Purchaser
to Seller on & periodic basis as provided in Article Eight hereof with respect to payment of other
amounts owing by Power Purchaser to Seller hereunder. The Power Purchaser’s obligation to
pay to the Seller any increased payments resulting from a New Tax as provided hersin shall
survive fermimation of this Agreement and eaplratlon of this Agreement in accordance with its

'EE]IEI.S

ARTICLE 6
SCHEDULING AND DELIVERY¥ OF POWER

6.1 Monthly Schedules for deliverigs prior to January 1. 2003. All schedules and
deliveries of Power under this Agreement prior to January I, 2003 shall be at the Contract
Delivery Raie on a fiat basis (i.e., twenty-four hours per Day, seven Days per week), SU.bJeC'E to
Seller's nghts pursuant to Article 6 3.
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v6.2 Schedules Beginning Jepuarv 1. 2003. All schedules and deliveries of Power -

under this Agreement beginning January I, 2003 shall be up to the Contract Delivery. Rate, as- ©

. determined pursuant to this Article 6.2, and subject to Seller's rghis pursuant to Article 6.3.

6.2.1 Monthlv Schedules. -

62.1.1 Seller’s \fIc}iinhlv Notificafion. - Seller shall mform Power

Purchaser oﬂ:he Facility Minimum Geperation Lavel, in boih a

"1x1 and a 2] operation, for the upcoming Month, no laster-than

six (6) Business Days prior to the start of the Month..

Monthly Firm Schedules. With at least five (5) Business Days
written notice before the start of a Month, Power Purchaser may
nominate: :

(a) Power up to the Codtract Delivery Rate dnn:ua all On Peak
hours for the Month, and .

(b) Power up to the Contrac‘c Dehv&ry Rate durting a]l Off Peak
hours for the \/Iomh .

If Power Purchaser has not provided such timely notice to Seller,
as set forth above, a Monthly Firm Schedule ‘at the Contract
Dehvery Rate during On Pesak hours and Off Peak hours shall
automatically apply for the Month.

Full Schedules. Power Purchaser’s nomination of a Monthly
Firm Schedule at the Contract Delivery Rate during On Peak
hours and Off Peak hours shall be deemed confirmed as. @
monthly schedule upon recsipt by Seller.

‘No_Schedules. Power Purchaser’s nomimation for Monthly Firm

Schedule during On Peak hours and Oif Peak hours shall be
desmed confirmed as a monthly schedule upon recsipt by Seller.

All Other Schedules. Power Purchaser’s nomination of a
monthly schedule at amounis other than those comizmplated
under Article 6.2.1.3 or 6.2.1.4 shall be reviewed by Seller
subject to the following criteria: (a) the Minimum Generation
Level; (b) the Ramp Rate; (c) cycling cosis of the Facility; and

(d) schedules by other purchasers of Facility output under

confracts executed by Seller prior io the execution date of this
Agrsement. -As a result of such feview, Seller shall determine, at
its sole discretion (but im 2 commercially reasonable manmer
using Prudent Utility Practices) the expected monthly generation

pattern for the Facility. Seller shall notify Power Purchaser of.

the resulting Monthly Firmm Schedule no later than 10 am.
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Pacific Prevailing Time on the fourth (4™) Business Day priar to
the Month. Bv 4 p.m. Pacific Prevailing Time on such Business -
Dav the Parfies shall confirm the Monthlv Fizm Schedule, '

6.2.1.8 Good Faith Forecast. In addition to nominating a Monthly Firm
Schedule, with at least five (3) Business Days notice before the
start of a Month, Power Purchaser shall provide In writing io
Seller a :l.on-hmdmg good faith forecast of Power Pu:chaser 5
anticipated daﬂy dlSPaICh for each day of the Month.

Daily Schedules. To the extent that Power Purchaser’s Monthly Fizm
Schedule for On Peak hours and/or OFf Peak hours established i Article
- 6.2.1 is less than the Contract Delivery Rats, Power Purchaser shall have
the right to submit incremental daily schedules as set forth in this Article
6.2.2. In addition, Power Purchaser may submit a daily schedule that is
decremenial to the ] ’\/Ionthly Fim Schedule for On Peak hours and/or OFF
Peak hours established in Article 6.2.1; ‘provided that to the extent Seller
provides gas (a) the Monthly Fuel Charge shall be calculated with
respect to such gas as it otherwise would be had no such decremental
schedules occurred, and (b) Power Purchaser shall recsive a fuel credit
with respect to such gas to the exient such resulting actual schedule is

* less than the Monthly Firm Schedule, such credit to be calculated using

the Contract Heat Rate and the Daily Gas Index less $0. OJ/\JDJEBTIL
With notice to Seller by 7:00 am Pacific Prevailing Time (or as
otherwise mutually agreed) on the preschedule Day, Power Purchaser
may submit such incremental or such decremental schedunle adjustment
for all On Peak hours and/or. zll Off Peak hours 1. Seller shall not be
required to accept a schedule change that would require the Facility to
operaie below the Minimum Generation Level or operate in a manmer
mconsistent with the Ramp Rate. Power Purchaser will pay anmy
‘additional costs imcwrred by the Facility as the result of such schedule
change, including, but not limited to cycling cosis and increased costs
resulting from an increase in heat rate resulting from such schedule
change (see Exhibit P). Seller shail nodfy Power Purchaser of Power
Purchaser’s resulting daily schedule no later tham 10 am. Pacific
Prevailing Time on preschedule Day.

Hourly Schedules. To the exient that Power Purchaser sxperences a
change i retal load or a loss of a generating resource, Power Purchaser
shall have the right to submit an hourly schedule adjustment of not less
than 25 MW as set forth 'in this Article 6.2.3. With at least two (2) hours
notice pror to the scheduling deadline for the delivery hour, Power
Purchaser may submit a schedule adjusiment request betwesn the

apphicable Monthly Fimn Schedule and the Comifract Delivery Rats.  To

the extent such adjustment is decremental to the Monthly Firm Schedule
and Seller provides gas, (&) the Monthly Fuel Charge shall be calcnlated as -
It otherwise would be with respect ic such gas had no such decremental
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schedules ocurred, and (b) Power Purchaser shall receive a fuel credit with
respect to such gas to the sxtent such resulting actual schedule is less thag -
the Monthly Firm Schedule, such credit to be calculated using the Contract- *
Heat Rate and the Daily Gas Index less $0.03/MMBtu. Seller shall not be .
required [fo accept a schedule change that would require the Facility to
operate below the Minimum Generation Lavel or operzie 1m a manmer
mconsistent with the Ramp Rate. Power Purchaser will pay any addidonal
costs imcurred by the Facility as the result of such schedule change,
including, but not hmlred to cycling costs and increased costs resulting
fiom an fmcrease in heat rate resﬂtmcr from such schedule change (sa=

Exhibit P).

Charges Related 0 Power Purchaser’s Schedule Elections. In addition to
charges set forth in Article 3, the following charges and conditions shall
apply as a result of Power Purchaser’s schedule elections pursuaut 1o
Amclesé'J 1,62.2, and 6.2.3:

6.2.4.1 Article 5 Charges. Regardless of Power Purchaser’s delivered

schedules, (2) unless otherwise specifically provided for m this

Agreement, Power Purchaser shall contimue to pay all fixed

charges under Article 5 of this Agreement based on the Contract

Delivery Rate, and (b) charges I Article 5 which vary as a

function of power schedule (e.g. the Monthly Fuel Charge, the

* Monthly Variable O&M Charge, , et ) shall apply based on actual
Power deliveries.

242 [Heat Rate Surcharges. To the extent that Power Purchaser’s
delivered schedule requires Seller to operate the Facility at below
fll "2x1" operation (i.e. the Facility’s two combustion turbines
and ome stsam turbine generator), Power Purchaser shall pay
Seller the applicable surcharge to the Contract Heat Rate, as set
forth n Exhibit P hersto.

(=)

6243 Cycling Surcharges. To the exteni that Power Purchaser’s
delivered schedule requires Seller io cycle the Facility, Power
Purchaser shail pay Seller a cvcling surcharge based on the
applicable charges set forth in Exhibii P. The application of such
surcharges shall depend on the nature of the cyclmg (i.e., cycling -
one combustion tarbine, or cycling both combustion turbmes and

the steam turbine).

6244 Gas Imbalance Charges..- To the extent that Selier incurs any
additional costs related to gas pipeline imbalanges attribuiable to
Power Purchaser’s deliversd schedule, Power Purchaser sha.ll pay
its pro rata share of such costs.

6.2.4.35  Adinstmenis to Surcharses. Seller may, upon thirty (30) days
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‘advance written notice, amend Exhibit P fom Hme to tme io
reflect changes to applicable costs.

6.274.:6 Iternization of Charges Related.to Power Purchaser’s Schedule

Elections.  Seller shall calculate -and itemize on Power
Purchaser’s ‘monthly invoice all charges applicable under this
Ariicle 6.2 —i

Limitations due to Oneranonal Flow Orders. Notwithstanding Articles
6.2.1 through 6.2.3, Seller may ddjust Power Purchaser’s schedule as

necessary if reqm:ed to as result of an operational 6w order on the

pipelines serving the Facility.

5.3 Seiler’s Rights to Not ﬁeﬁver Consistent with Article 16.5 3, Seller shall be

feheved of its obligations to schedule and deliver Power hersunder due to an event or evenis of
Force Majeure. Se]ler may additionally reduce deliveries to Power Purchaser as set forth in

Articles 6.3.1 and 6

6.3.1.

Forced Qutages and Scheduled Mamte:aanc= at the Facilitv. Saller may,
but is not obligated to, declare and curtail deliveries to Power Purchaser
ior any Forced Outage or Scheduled Maintsnance Outage at the Facility;

subject {0 a maximum per Operating Year of twelve percent (12%) of the
- Mwhs that could otherwise be delivered in such Operating Year assuming -

a flat schedule at the Contract Delivery Rate (the “Facility Outage and
Maintenance Pool™). For axample assumming a Contract Delivery Rate of
100 MW and 8760 hours in the Operating Year, the Facility Outage and

- Maintenance Podl would be 105,120 Mwh (i.e 12% times 100 MW times

8760 hours)

6.3.1.1.  Forced Qutages. Seller may curtail Power Purchaser’s schedule
for Ferced QOutages at the Facility that affect Seller’s output,
provided that: (a) siich curtailment shall not take effect until the
start of the next available scheduling hour; and (b) Power
Purchaser shall bear a pro rata share of the resulting reduction
of the output Seller receives from the Facility, based on the
ratio of its schedule to the total unit contingent schedules from

the Facility. Seller shall use commercially reasonable effoits to .

provide Power Purchaser with notice of the expected duration
of a Forced Outage, and shall use commercially reasonable
exforis to provide Power Purchaser with updaies of such notice
as circumstances may change :

6.3.1.2. Schedujed Majntena:tice. Unless otherwise agreed; Seller shall
’ provide Power Purchaser with at least 30 days non-binding
advance notice of the estimated Hme and duration of a
Schednled Maintenance Outage. If Seller has not provided
such timely notice, unless otherwise agresd it shall coniinue io
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deliver during scheduled maintenance at the Facility. If Seller

does provide such timely notice, it shall update Power
Purchaser as better information becomes available and shall -

Maintenance, Outage, as well as- 48 hours notice of the
estimated ‘ completion of such QOutage. Seller shall use
commercmlly reasonable efforts, consisient .with other
commtnems from the Facility, to consider maintenance
outage acheﬁule adjustment requests mace by Power Purchaser.

To the ex‘tent the Facility Outage and Mamtenance Pool is
excesded in any Operating Year, then: (i) for the period ending

* December 31, 2002, Seller shall pay liquidated damages based

upon the Dosfme ch__erenc.., if any, betwesn the Cn-Pesk COB
Market Index or OfffPeak COB Market Index, as applicable,
and the Energy Price; and (i1) for the perod therzafier, Seller

- shall provide as Liguidated damages a pro-rata refund of the

Monthly Capacity Charge and D Monthly Fixed O&M Charge.
Such pro-rita refimd shall be based.on the following ratio: (a)
the nimerator shall be the excess number of Mwhs curtailéd in
an, Operating Year for Forced Outages or Scheduled
Maintenance Outages at the Facility (i.e, in excess of the

- provide af least 48 hours notice of the start of a Schednled "

Facility Outage and Mamtenance Pool); and (b) the

denominator shall be. the number of MWhs that could be

delivered assurning the Facility had an average availability of
88% m such Operating Year with deliverias on a flat schedule

“at the Contract Delivery Rate (excludiig reductions in

deliveries for Force Majeure or pursuant to Article 6.3.2).
Such ratio shall be applied to the total dollar amount for such

- Operzting Year of both the Monthly Capacity Chatge and the

Monthly Fixed O&M Charge to determine Power Purchaser’s
refind. This Artiele 6.3.1.3 shall not apply-to any willfil acts
of Seller that canses the Facility Outage acd Mainienance
Pootl to be excseded in any Operating Y ear.

For the period ending December 31, 2002, for' any Month when

liquidated damages calculaied pursuant to Asticle 6.3.1.3
occur, they shall be reflected as a credit in a separate kne item
m the monthly invoice. Se‘= Exhibit I as an example. For the
period beginming Janvary. 1, 2003, for any Operating Year
when liquidated damages calculated pursuani io Article 6.3.1.3

‘oceus, they shall be reflected as a credit in a separate line item

in the invoice for the last Month of such Operating Year (i.e.
July) or in the invoice for ithe frst Month thérsafter that such
iquidated damagss calculation is available. See ExhibiiJ as an
example.
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Ardcle 6.3.1, Seller may additionally and for any reason reduce dehverves :

by up.io the Coniract Delivery Rate for up to 3% of the MWhs that could-
otherwise be delivered-in an Operating Year assuming a flat scheduls at .

the Contract Delivery Rate (the ° Supplemental Pool™). For axa.mple
assuming a Coniract’ Delivery Rats of 100 MW and 8760 hours in the
, Operatmcr Year, the Supplememal Pool would be 26,280 Mwh (i 3%
times 100 MW times‘8760 hours). Reductions in delivery pursuant to the
Supplernental Pool ahaH not occur in the June 15th through October 15th
period without Power. Purchaser’s” mutnal consent. Seller shall provide
notice to Power Purchaser by 1500 hours 2 Business Days prior to such
reduced deliveriss. Such reduction’shall apply to a On Peak, Off Peak or

Hat (24 hour) schedule for the Day, as specified by Seller. See Exhibiis I

and J for examples. For the period beginning January 1, 2003, the
Momnthly Capacity Charge and the Monthly Fixed O&M Charge shall be
partially reduced for any custailments pursuant to this Ariicle 6.3.2. Such
reduction, if any, shall equal: (i) the number of M{Whs so curtailed tn such

. month divided by the total MWhs that could otherwise be deliversd in
such month had such curtailment not occurred, assuming flat deliveries at
the Contract Delivery Raie; times (ii) the sum of the Montbly Capacity
Charge and the Vonthly Fu{ad O&M Charge.

6.3.3. Seller shall keep an accounting of the Facility Outage and Mamtenance

" Pool and the Supplemental Pool and provide such accounting o Power

Purchaser with each Mon‘rh’:. mvoice.

6.3.4. Changes o Power schedules associated with ttus Amcle 6.3 shall first be
. applied to any deliveries in excess of Monthly Firm Schedules.

6.4  Scheduling Procedures. Seller shall schedule, or cause to have schedulsd, Power
from the Facility, or otherwise, to the Point of Delivery, or as otherwise provided in Articles 3.3
or 3.4, for delivery to Power Purchaser under this Agreement consistent with. Prudent Utility
Practices. The amount of Power to be so scheduled-by Seller shall be the amount determined
pursuant to Article 6.1 hersof (in the case of deliveries during the First Period) or Aricle 6.2
hereof (in the case of deliveries during the Second Period); but subject in all cases to reductions
made pursuant o Article 6.3 hereof. Power Purchaser shall similarly schedule, or cause o have
scheduled, an amount of Power, as determined pursuant o Article 6.1 hersof or Arficle 6.2
hereof, as applicable, and subject to Asticle 6.3, from the Point of Delivery, or from altemate
pomts as provided in Articles 3.3 or 3.4, to a legitimate conirol -area or load-serving entity
consistent with Prudent Utility Practices. Schedules shall be established by Seller no later than
10 am. Pacific Prevailing Time on the immediately preceding Business Day prior to the Day

(except as prowdad in Article 6.3.2) on which Power-deliveries are to be made; provided, -

however, that for scheduling of deliveries on weekends and holidays (as defined bv the North
American Electric Reliability Council and as periodically established by the WSCC Interchange
Scheduling Subcommiites), Seller and Power Purchaser shall follow prevailing scheduling
procedurss within the WSCC with regard to multiple day scheduling. Once schedules are
established, changess to schedules shall be made only pursuant to Article 6.2.3, Article 6§.3.1.1,
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Force Majeure, or by written agresment of the Parties.

6.5 Subsianiive Changes to_Indusfrv Scheduling Practices. In the event that the °
normal scheduling procedures (including those of the California Independent System Operator or

iis successor) for eleciric émergy are or become in in comflict vith the provisions of this
Agreement, the Parties shall make reasonable best efforts to make necessary changss to this
Agresment 1o conform to such prevailing scheduling practices in effect at that Hme.

6.6 ° Acceptance of Scheduled'_ Boiver. . Power Purchaser shall accept all Power
delivered by Seller that has besn scheduled in accordance with this Agreement.

ARTICLE 7
QUANTITY

For purposes of calculating billings pursuant to Article 5, the determination of MWhs

delivered to Power Purchaser for a Month shall be based upon the sum of the actual daily -

schedules in such Month delivered by Seller to Power Purchaser at COB and/or at alternate

pomts as provided and defined in Articles 3.3 or 3.4. Such delivered amouris in a Month shall

be verified by Seller with Power Purchaser as soon as reasonably practicable after the Month in
which delivery occurs and billed in accordance with Article 8.

ARTICLE 8
BILLING AND PAYVIENT .

8.1  Billing Address: Billing by Fax. Billings to Poﬁer Purchaser umder this
Agreement shall be addressed as follows: : :

California Department of Water Resources
1416 Ninth Strest A
Sacramento, California 95814
Altn: Contracts Payable
Phone: (916) 633-6404
Facsimile: (916) 654-9882

or to such other address as Power Purchaser may designate in writing from time to time. Billings

may be iransmitted by fax to the fax nmumber set forth above or to such other fax mumber as

Power Purchaser may hereafter designate in writing to the Seller.

82 Payment Terms During Period of Downerade Event. Notwithstanding the
monthly payment provisions set forth in Section 8.3 hereof or any other provision of this
Agresment to the conirary, if at any time the Power Purchaser fails to maimtain & rating on the
Bonds of not less than: '

(1) the Required Rating from S&P; or
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(2) the Required Rating ﬁ:om~Moody’ s;

then, until such time as tb.& Required Ratmg from Moody’s or S&P. is restored or rensiated, .

Power Purchaser shall pay Seller & for charges, determined under Article 5 hereof on a bi-weskly
* basis in accordance with the provisions set’ forth in this Article 8.2. During such period, Seller
shall bill Power Purchaser for charges owing under Article 5 hersof durmtr consecutive 14 day
periods, with each such period commencmcr ‘on a Sunday and ending on the Saturday that is the

thirtesnth (13%) day pext following such Sumctay (the “Billing Period™). Seller shall transmit to-
Power Purchaser by fax the bill for each such Billing Perlod, such bill to be iransmitted for-

receipt by Power Purchaser no later than the Monday next fo]lowmg the close of such Biliing
Period. Power Purchaser shall pay the amount specified in the bill by wire transfer of
immediately available federal fimds on or befors the Friday next following the end of the Billing
Period to which such bill relates.

8.3 Bﬂ_'lmg:, and Payment. Seller shall bill Power Purchaser no later than the fiftesnih
(15™) Day of each'Month for charges determined under Article 5 for the preceding Month and
shall transmit the bill to Power Purchaser by fax. An example of the billing calculation at the
Contract Price applicable during the First Pened is set forth m Exhibit I hereto.

An example of f the billing calculation at the Contract Price applicable during the Second
Period is sat forth in Exkibit J hereto. For billings relating to the Second Period, Seiler may use
its estimate of the Current Exchange Rate in calculating the I \/[onthly Fuel Charge mcluded in
each bill; provrded however, that Seller shall provide a retroactive adjustment in the next
Month’s invoice based on the actual Cwrent Exchange Rate, with interest on the retroactive
adjustment calculated pursnant to Article 16.6 hersto. Seller shall include in each faxed bill
sufficient detail to allow Power Purc:haser to verify the billing.

For all payments owing hereunder Purchaser shall pay the amount specified in the bill by
wire transfer of irmmediately available federal finds 'on or before the later of the twentieth (20th)
day of the month in which such invoice is rendered, or the tenth (10" day after recetpt of the
mvyoice or, if such day is not a Business Day, then on the next Business Day, n accordance with
mstructions given by Seiler to Power Purchaser fom-time to tme; provided, however, that any
changes fo such wire transfer imstructions will not be effective until two (2) Business Days after
the date on which notice of the change is sent to the Power Puzchaser.

8.4  Disputed or Erroneous Pavmenis: Late Pavments. I Power Purchaser pays any
bill under protest and iis position is subsequently upheld, or if @n emor in amy billing is
discovered within two (2) Years of when it was submitted, interest shall accrue at the rate for late
paymenis as specified in Ariicle 16.6, applied to the amount of any billing adjustment fom the
date the bill was initially paid to the date of the adjustment. Late payments shall bear interest
from the date due until paid at the raie specified in Articie’16.5.




ARTICLE 9 .
AUDIT RIGHTS

During the Term of this Agieement (and for a period of two (2) years after the date on
which this Agreement terminates), upon reasonable written notice to the Seller the Power
Purchaser may review, at the Facility, the F&cﬂn‘y availability log o review Facility operation
during the prior Operating Year. Power PureHaser shall utilize all information acquired fom any
such review of the Facility availability log-solely for the purposes of determining compliance
with the terms and conditions of this Agreement, and the Power Purchaser shall to the fullest
extent permitted under applicable law, kesp' all such information confidential and shall riot

~ -disclose any portion thereof.

ARTICLE 10
NOTICES

10.1  General Excepti as specifically provided below, any mnotice or ﬁotiﬁcation

E required, permitied or contemplated hereunder shalt be in wiiting, shall be addressed to the Party

to be notitied at the address set forth below or af such other address as & Party may designate for
itself from time to time by notice hersunder; and shall be deemed to have been validly served,
given or delivered (i) five (5) Business Days following deposit in the United States mail, with
proper first class postage prepaid; (ii) the next Business-Day after such notice was: delivered fo a
regularly scheduled overnight delivery carmer with delivery fess either prepaid or an
amrangement, satisfactory with such carrier, made for the paymeni of such fess, or (iif) apon
receipt of notice given by fax or personal delivery:

To Saller: Manager, Middle Office
PacifiCorp Power: Marketing, Inc.
830 NE Holladay, Suite 250
Portland, OR 97232
Fax: (503) 813-5707

To Power Purchaser: California Department of Waier Resourcas
' 1416 Ninth Street :
Sacramento, California 95814
Altn: Executive Manager Power Sysiems
Phone: {916) 053-3913
Facsimile:  (916) 633-0267

10.2  Force Majeure and Forced Quiage Notices: Notices of Force Majeure or Forced
Outages declared by Seller shall be made verbally to Power Puzchaser, followed by written
notice delivered by Seller to Power Purchaser. Notice will be effective &t the time verbally
given. Such notices shall be made io the person(s) specified in Exhibit N hereto, as unilaterally
revised by Power Purchaser from time to time upon written notics io Sefler.
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. ARTICLE 11
DEFAULTS AND REMEDIES

11.1 Defaults. The ollowing events shall constitute an event of default tmder this
Agreement: o ) '

11.1.1 The faikure to make,ffv&hen due, any payment required pursuant to this

 Agreement if such faififre is not remedied within three (3) Business Days

after writien notce of such failure; the Party failing to make any such
payment shall be desmed to be the Defaulting Party:

11.1.2 The failure to perform any material covenant or oblgation set forth in this
Agreement (but not including any default described fa 11.1.1, 11.13 or
11.1.4 hersof) if such failure is not remedied within thirty (30) Business

. Days after written notice, with respect to which the Party failing t0 so
perform shall be desmed to be the Defaulting Party; ‘

11.1.3 Any representation or warranty made by such Party herein is false or
misleading in any material respect when made or when desmed made or
repeated, with respect to which the Party who made such represéntation or
warranty shall be desmed to be the Defaulting Party; .

11.1.4 A Party becomes Bankrupt, in which event the Banlgupt Party shall be
deemed to be the Defaulting Party; or ‘

11.1.5 I the State of Califeinia or any agency thereof takss any action that
reduces the payments required to be made by the Powsr Purchaser-
~ hereunder or that prevents Seller from collecting such payments fom -
Power Purchaser or that'prgirents the Power Purchaser from maldng such
payments 0 Seller hersunder, with respect to which svent the Power
Purchaser shall be desmed to be the Defanlting Party.

11.2  Notice of Default The Party in default under this Agreement shall be referred to
as the “Defaulting Party,” eand the other Party shall be referred to as the *Non-Defanifing
Party.” The Non-Defaulting Party shall have the right to give the Defaulting Party a written
Notice of Defanlt, which shall describe the defanlt in reasonable detail and staie the date by
which the default must be cured.

113 QOuportumity o Cure. With respect 0 an event of default refemred to in subArticle

11.1.2:

(2) if the Defaulting Party cures the defaukt the thitty (30) Business Day cure
period, or '

(b) if the failure is one that cannot in good faith be corrected within such thirty
(30) day period and the Defaulting Party ‘begms to comect the defanlt within the
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applicable period and continues comrective afforts with reasonable diligence until a cure is
effected, ‘ ‘ ‘ S

the Notice of Default shall be inoperative, and the Defaulting Party shall lose no righis under this .
Agreement; provided, however, that such extended cure perod shall not exceed one hundred
twenty (120} Days after receipt of the Notice of Default. If, within the specified spplicable
‘periods, the Defaulting Party does not cure the default as provided above, the Non-Defaulting
Party may exercise the remedies contempi.aﬂ?;é_ by Axticles 11.4 and 11.5.

11.4 Right To Terminate Upon Default. Afier providing notice and upon expiration of
any cure period expressly provided for hersin without a cure having been effected, the Non-
Defaulting Party shall have the right (but not the duty) to terminate this Agrsement by giving
wriiten notce io the Defaulting Party, which notice shall specify date upon which such
termination will become effective, which date may not Be earlier than the date of such notce of
termmnation and not later than twenty (20) days following the date of such notice. '

11.5  Remedies Not Exclusive. Except as otherwise provided in Articles 4.1 and 11.6.1
hereof, sach and every power and. remedy given to the Non-Defaulting Party (a) shall be in
addition o every.other power and remedy now or hereafter available to the Non-Defaulting Party
at law or in equity (inchuding the right to specific perforrnance), (b) may be sxercised: fom Hme
to time and as ofien and i such order as may be desmed expedient, and (c) shall be cumnlative,
so that the exercise of one power or remedy shall not waive the right to exercise any other or
others. No delay or omission in the exercise of any power or remedy and no renewal or
extension of any performancs due under this Agreement shall impair any such power or remedy
or waive any defauit. Notwithstanding sny termination of this Agreement, all financial
obligations that have accrued under this Agresment shall remain until paid. Notwithstanding the
foregoing, eny claim for damages shall be governed exclusively by Atticle 11.6. '

11.6  Termination Pavments Unon Teomination Following Default. Without Lmiting its
remedies under this Agresment, if this Agreement is ‘terminated for a default arising under
Article 11.1 hereof, the Non-Defaulting Party shall be entitled to recover from the Defanlting
Party, and the Defaulting Party shall be obligated to pay ‘to the Non-Defaulting Party, a
Termination Payment in an amount determined in accordance with Article 11.6.1 below. Any
Termination Payment owing hereunder shall be paid by the Defauiting Party to the Non-
Defeulting Party not later than the later to occur of: (i) the one hundred eightieth (180th) day
after the Early Termination Date; or (i) five (5) Business Days following the date on which the
Non-Defaulting Party submits an invoice to the Defauiting Party sstting forth the Non-Defaulting
Party’s calculation of the Termination Payment.

11.6.1 Calculation of Termination Pavment. ~The Termination Payment shall be
celculated by the Non-Defanlting Party as provided in this Article 11.6.1.

11.6.1.1 The Temination Payment shall be:

(1) in the case Power Purchaser is the Non-Defaulting Party, the
present value of the positive difference, if any, of (A) payments under a
Replacement Coniract based on the Per Umit Markst Price, and (B) the
Contract Price that would have besn paid by the Powsr Purchaser under
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this Agreement for the remaining term hereof had this Agresment not been

terminated (the “nominal remaining term”) and the Power been deliversd °
to the, Power Purchaser during such nominal remaining term as provided

herein; and

(if) in the case Ssller is the Non-Defaulting Party, the present value
of the positive daﬂerence if any, of (A) the Coniract Pdce that would have
been pald by the POW‘BI Purchaser under this Agreement for the nominal
Temaining term hereof fad this Agreemeni not been terminated and the
Power been delivered to the Power Purchaser durmg siich nominal
remaiming term as provided herein, and (B) payments under a
Replacement Contract based on the Per Unit Market Price;

im each case using the Present Value Rate as of the Early Tennmanon Date (to
take account of the penod between the Early Termination Date and when such the
Contract Price for the nomimal remaining term would have otherwise besn due by
Power Purchaser to Seller pursuant to the terms of this Agreement had this
- Agreement not been terminated and the Product delivered to the Power Purchaser
during such nominal remaining as provided herein). The "Present Value Rate"
- shall mean the sum of 0.50% plus the vield reported on page "USD" of the
Bloomberg Financial Markets Services Screen (or, if not available, any other
natxona]ly recognized trading screen reporting op-line intraday frading in United
Statas government securities mutually agreed {0 in a writing signed by the Power
Purchaser and the Seller) at 11:00 am. (New York City, New York time) for the
~ United States govermment secuzities having a maturity that maiches the average
nominal remaiming of this Agreement. It is expressly agreed that the Nom-
Defaulting Party shail not be required to enter m’to a Replacement Contract in
order to detarmme the Termination Payment. )

11.6.1.2" If; as of the Early Isrminaﬁon Date, the nominal remaining term
of this Agreement is less than one year, then to ascertain the Psr Unit Market
Price of a Replacement Coniract for purposes of determining the Termination
Paymeni, the Non-Defaulting Party -may consider, among other valuztions,
quotations -from leading dealers in energy comirvacts, the seiilemeni prices on
established, actively traded power exchanges, other bona fide thitd party offers
and other cormmercially reasonable matket information.

11.6.1.3 If =s of the Early Termination Date, the normnal remaining term
of this Agreement is one year or longer, then to ascertain the Per Umnit Markst
Price of a Replacement Contract for purposes of determining the Temmination
Payment, the Non-Defaulting Party shail use the Market Quotation Average Price;
provided, however, thar if there is an actively waded market for such Replacement
Contract or if the Non-Defauliing Party is unable to obtain reliable guoiations
from at least three (3) Reference Markst-makers, the Non-Defaulting Party shall
use the methodology set forth m Asticle 11.6.1.2 hersof.

11.6.1.4 In no svent, however, shall a party's calculation of the
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‘Termination Payment include any penalties, ratcheted demand charges or similar
charges mposed by the Non-Defaulting Party.

11.7 Closcoui Setoffs. After calculation of the Settlement Payrent in accordance with
- Article 11.6.2, if the Defaulting Party would be owed the Seiflement Payment, the Non-
Defaulting Party shall be eniitled, at its opﬁon and in iis discretion, to set off against such
Settlement Payment any amounts due and owmcr by the Defauliing Party o the Non-Defaulting
Party under any other agreements, mstrumem‘s or undertakings between the Defanlting Party and
the Non-Defaulting Pazty. “ : :

11.8  Time is of the Essence Time is of the essence for sach and every obligation aet
forth in this Apresment.

ARTICLE 12
LIVOTATION OF LIABILITY

NEITHER PARTY HEREUNDER SHALL BE LIABLE FOR SPECIAL, INCIDENTAL,
EXEMPLARY, INDIRECT OR CONSEQUENTIAL DAMAGES, WEELTHER BASED ON CONTRACT OR
TORT {INCLUDING SUCH PARTY’S OWN NEGLIGENCE) AND INCLUDING, BUT NOT LIMITED TO,

LOSS OF PROFITS CR REVENUE, LOSS OF USE OF THE EQUIPMENT OR ANY ASSOCIATED -

EQUIPMENT, COST OF CAPITAL, COST OF .PURCHASED POWER, COST OF SUBSTITUTE
EQUIPMENT, FACILITIES OR SERVICES, DOWNTIME COSTS, OR CLAIMS OF CUSTOMERS OF THE
SELLER OR OF POWER PURCHASER FOR SUCH DAMAGES.

ARTICLE 13
DISPUTE RESOLUTION

If the Parties are unable to resolve a dispute with respect io this Aﬂreemem' either Pany
may send a notice to the other requesting a mesting at which senior officers or officials of the
Parties will attempt to'resolve the disputs. If the Parties are unable to resolve the dispute within
ten (10) Days after the mesting notice is received by the Party to whom it is' directed, or such
longer period as the Parties may agree, then either Party may initiate binding arbitration as set
forth herein. Such arbitration shall be submitted to a single dismterested arbitrator, mutually
agreed to by the Parties, with significant sxperience in the eleciric power indusiry. If the Partes
cannot muiually agree on the selection of the arbiirator, the arbitrator shall be selected in
accordance with the Rules of the American Arbitration Association as they pertain to the
selection of arbitraiors. The arbitration shall otherwise be conducted pursuant to the Commercial
Arbitration Rules of the Americen Arbitration Association. The arbitrator shall be instructed to
use all reasonable efioris to render 2 written decision setting forth its findings and conclusions
within thirty (30) Days of the dzte on which the arbitration proceedings are concluded. The
arbitrator’s decision conceming the item or iiems in dispute shall be final and binding on the
Parties. “Each Party shall bear its own attorneys fees and costs of pursuing the arbiiration; the
Parties shall share equally all fess and costs of the American Arbitration Aasomanon, the

arbitrator and similar expenses.



ARTICLE 14
ASSIG‘TI\/IENT

141 Resmcnon on %amznmem_ (2) Power Purchaser may not assm:u this f&m-eement P
without Seller’s prior writien consent, which Seller shall not unreasonably withheld. Seller may
withhold its consent if Power Purchaser prop@ses to assign its rights or delegate its dudes under
this Agreement to any party that has a c*edn rating from 2 Standard & Poor’s Rating Group of
BBB or less, or has a credit rating from a Moody’:. Rating Group of Bas2?2 or less. If Power
Purchaser wishes to assign or delegate any: rfahts or obligations under this Agreement, it shall
provide Seller with a detailed description oftthe natire and duration of the proposed assignment
and information concerning the proposed assignes. Any assignment in violation of this provision
shall be void. Notwithstanding the foregoing, Power Purchaser may, without the consent of, but
with prior writien netice to, the Seller, transfer and assm:t all of its night, title 2nd intersst to this
Agresment and the Fund to: (i) another governmental entity created or designated by law to cary
out, and being vested with, the rights, powers, duties and obligations. of the Power Purchaser
under the Act, or (i) transfer or assign this Agreement to any electrical corporation, as defined in’
the Act, whose long-térm msecursed senior debt is Tated “A” or better by Standard & Poor’s
' Ratmcr Group (a division of McGraw-Hill, Inc.), or its successor, and “A” or betier by Moody's
Investor Services, Inc., or its successor, provided that notwithstanding anything expressed or
implied herein {0 the contrary, upon any transfer and assignment by the Power Purchaser to an
electrical corporation as provided above, the obligations of such electrical corporation under this
Agreement shall not be limited recourse obligations of such electrical corporation but shell be
and remain general unsecured obligations 'of such electrical corporaticn payable from and by
TECOUTSE acrms: any and all of such electrical coxporatton s funds, properties, revenues and

35sets:

(b) Seller may not assign this Agresment without Power Purchaser’s prior written
consent, which Power Purchaser shall not unreasonably withheld.

142  Addifional Assignments of Security Interests. Seller or Power Purchaser may
from time to tme assign as secunty, grant one or more security interests in iis interesi i, this
Apresment.

143 Assomption of and Release from Liabilities. Any permitted assignes or transferee
of Seller’s or Power Purchaser's interest in this Agreement shall assume in writing all existing
and rufure obligations of Seller or Power Purchaser, as the case may be, to be performed under
this Agreement; provided, however, that in the event this Agresment is pledged or assigned to a

. bond trustée as collateral for Bonds issued by Power Purchase, such bond trustes shall not be
required fo assume in writihg all existing and finure obligations of Power Purchaser to be
performed under this Agreement. Upon any permitted assignment of this Agreement (including
without limitation an assignment pursuant to ATticle 14.2), the ‘assigning Party shall nevertheless
continue to be and remain liable for the performance of its obligations hersunder in accordance
with the terns hereof.

144 Binding Effect. This r’kgreument shall bind and inure to the benem: of the Parties
and their permitted successors and assigns.
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_ ARTICLE 15
REPRESENTATIONS. COVENANTS. AND WARRANTIES

-

15.1 - Power Purchaser’s Reoresentations. Covenanis. and Warrantes. Power Purchaser

Tepresents, covenants, and warrants to Seller t]iat as of the Eﬁ"ective Date:

1511 Comorate Ormamznnon Power Purchaser is duly created and
validly existing as an agency of the Stite of California duly authorized under Emphcable

law to exscute and deliver, and perform its oblizations under, this Agreement, and is -

enfitled to exercise the powers comzerred upon it under the Act.

15.1.2 Regulatory Authorizations. Power Purchaser has all regulatory
- authorizations necessary for it to legally perform its obligations under this A gresment;

15.1.3 Due Aunthormzation. The execution, delivery and performance of
this Agresment are within its powers, have been duly authorized by all necessary dctiom,
mcludmg without limitation, competitive bidding, public notice, election; referendum,
Pprior appropriation or other required procedures has or will be taken and performed as

required under the Act and the Power Purchasér’s ordinances, bylaws or other laws or -

regulations, and the execution, delivery and performance of this A gresment by the Power
Purchaser do not violate any of the terms and conditions of the Act, in iis governing
documents, any contracts to which it is a party or any law, rile, regulation, order or the
. like applicable o it; :

15.1.4 Not Bankrupt or Insolvent. The Power Purchaser is not Barlkrupt
and there are no proceedings pending or being contemplated by it or, o its knowledge,
threatened against it which would result in Power Purchaser being or becoming Bankrupt.
The Fund is not insolvent and has sufficient revenues available to it to pay when due all
obhvattons payable from the FBILd_ '

15.1.5 Enforceability. This Agreement constitutes the legally valid and
binding obligation of the Power Purchaser enforceable against it in accordance with its
terms (except as the enforceability of this Agreement may be limited by bankruptcey,
msolvency, bank moratorium or similar laws affecting creditors’ rights generafly and
laws resiricting the availability of equitable remedies and e‘:cept as the sniorceability of
this Agreement may be subject to general prmcrples of equity, whether or mot such
eniorceability is considered in a procseding at equity or in law).

15.1.6 No Litigation. There is not pending or, to ifs knowledge,
threatened against the Power Purchaser or any of iis officials or officer, or against the
Fund, eny legal proceedings that could matanall}» adversely aifect iis ablhty to perform
its obligations under this Agrsement.

i5.1.7 No Defanit. As of the Effective Date, no default on the part of the
Power Puzchaser under this Agresment, and no svent which, with notice or the passage of
time or both, would constitute a default by the Power Purchaser under this A gresment,



- has occumred and is continuing. Neither the Fund nor the Power Purchaser is i default
with respect to the payment of any obligation payable from the Fund: :

15.1.8 [Reserved]

15.1.9 Power Purchaser Acting Independently. The Power Purchaser is
acting for its own account, has made its own mdePenciem: decision o enter mio this
Agresment and as to whether this F\.EI&SIILBD.‘E 1s appropriate or proper for it based upon its
own judgment, is not relying upon Lhe advice or recommendations of the Saller in so
doing, and is capable of assessmg the merits of and understanding, and understands-and
accepts, the terms, conditions and risks of this Agresment.

15.1.10 Pavments Just énd Reasonable. The Power Purchaser has found
and determined that the payments required to be made by it hereunder and the other terms
_ and conditions of this Agreement (including, without limitation, the terms and provisions

hereof which increase.the Confract Price required to be made hersunder pursuant to
Article 5.7 and any Termination Payments that may becoms. owing hersunder) are just
and reasonable for pu:poses of Article 451 of the California Public U'Elltl.es Code.

15.1.11 Capacity to Accept Delivery. The Power Purchaser has entered
into this Agreement in connection with the conduct of its business and it has the capacity
or ability to accept delivery of all Power provided for in this Agreement.

'15.1.12 [Reserved.]

15.1.13 Incumbency of Qfficials: All persons making up the goveming
body of Power Purchaser are the duly elected or appointed incumabents in their positions
and hold such posmons In good standing m accordance with the Act and other applicable
law. :

15.1.14 Proper Public Pumpose. The execution and delivery of this
Agresment by the Power Purchaser, and performancs of this Agresment by the Power
Purchaser, ars for a proper public purpose for the purposes of the Act and all other
relevant consiitutional, orgamic or other governing documents and applicable law.

15.1.15 Tsrm Not In Fxcess of Legal Limits. The term of this Agresment-
does not extend beyond any applicable limitation fmposed by the Act or other relevant
constitutional, organic or other governing documents and applicable law.

15.1.16 Payments Under Acresment an Operating Fxpense. Payments
under this Agresment (imcluding, without limitation, the terms and provisions hereof
which increase the Contract Price required to be made hersunder pirsuant to Aricle 5.7
and amy Termination Paymenis that may become owing hereunder) shall consitute an
operaiing sxpense of the Fund payable prior to: (i) all bonds, notes or other indshtadness
secured by a pledge or assigpnment of the Trust Estate, or (i) payments to the general
fund. '
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15.1.17 Payments under this Agreement (including, without l‘imitaﬁoﬁ; the

terms and provisions hereof which.increass the Contract Price required to be made ¢
hereunder pursuant to Article 5.7 and-any Termination Payments that may become owing °
hereunder) shall comstimte an operating expense of the Fund payable prior to: (i) all .

bonds, notes or other indebiedness Dayable from the Trust Estate, or (i) payments - to
the general find. The purpose of this provision is to prevent any circumvention of
Section 15.1.16 by not specifically pledamcr or assigning the Trust Estate to bonds or
notes issued by the Department and accordmngly the term “bonds, notes or other

mdebtedness” as used in this Secuo_zf_rjla 1.17 shall be hmited solely to certificated or
book entry securities issued by the Pepartment for bomrowed money payable fom, but
not secured by a specific pledgs or assignment of, the Trust Estate and shall accordingly
specifically excludes amy coniract or agresment entered into by the Department that is
payable as an operauon or maintenance expense under any bond resolution or indenture
providing for the issuance of bonds, notes or other indebtedness secured by a pledge or
assignment of the Trust Estate, including, but not lmited to, any DOWET purchase, gas
purchase; power or gas iransmission, gas stora_cre lease, swap, hedge, forward or option
agieement. '

15.1 18 Not Tndebtedness Tn Violation of Applicable Law. The. Power.

Purchaser’s obligations o make paymenis hereunder-do not constitwic any kind of
indebtedness of Power Purchaser or the State of California or create any kind of ien on,

or security inierest in, any property or revenues of the Power Purchaser which, in either
case, is proscribed by any provision of the Act or any other relevant constirtional,

organic or other govemning documents and applicable law, any order or judgment of any
court or other agency of government applicable to it or its assets, or amy confractnal
restriction binding on or affecting it or any of its assets.

15.1.13 Temms Result of Negotiation. The material economic terms of this
Agreement and the trmsacmons contemplated bersby have been subject to individual
negotiation by the Parties.

152 Seiler's Represenfations. Covenants: and Warreniies.  Seller represents,

covenants, and warrants to Power Purchaser that as of the Effective Daie:

15.2.1 Corporate Orpanization. Seller is a corporation duly 01'c='aJ:J.zed1
validly existing and in good standing under the laws of Oregon.

15.2.2 Power and Au'thori'r-v. The Seller has the requisite power and
authority to enter imto this Agreement and to perform according io the terms hersof and
Seller has all regulatory authorzations necessary for it to legally perform its obligations
under this Agreement. &

15.2.3 Due Authogzation. The Seller's Board of Directors has taken all
actions required to authorize the sxecution, delivery and performance of this A.UT‘EEIILEBI
and the consummation of the iransactions contemplatsd hereby
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1524 No Violation. The exscution, delivery amd performance of .this
Agreement are within the Seller’s powers, have been duly authorized by all necassary -
action and do not violate any of the terms and conditions i its governing documents, any-
coniracts to which it 15 a party or any TaW rule, regﬂanon, order or the like apphcable o .
it

15.2.5 Enforceability. . This Agreement s a valid and legally bmdmg
obligation of Seller, enforceable acramst Seller i accordance with its temms (except as the
enforceability of this Agresment midy be Iimited by bankruptcy, insolvency, bamk
moratorium or similar laws affecting.creditors’ rights generally and laws restrcting the
availability of equitable remedies and except as the enforceability of this A greement may
be subject to general pnnclples of equity, whether or not such enforceability is considered
in a proceeding at equity or in law).

152.6 . Not Bankrupt. Seiler is not Bankrupt and there are no proceedings
pending or being contsmplated by it or, to its knowledge, threatened against it which

would result in it being or becoming Banlm:pt

1527 No Litigation. There is not pending or, to Saller s knowledge,
threatened against Seller or any of its Affiliates any legal procesdings that could
materially adversely affect its ability to perform its obhgatlons under ﬂILS Agreement.

1528 No .Defauit. No defau_lt heretmder with respect io Saller has
occurred and is contmumg and no such default hereunder will oceur as a resu.lt of Seller
entering into or perirormmg its obhgauons under this Agreement.

1529 : Independent Determination. Seller is acting for its own account,
has made its own independent decision 0 enter into this Agresment and as to whether
this Agreement is appropriate or proper for it based upon its own judgment; Seller is not
relying upon the advice or recommendations of the Power Purchaser in sp doing, and is
capable of assessing the merits of and understanding, and understands and accepts, the
terms, conditions and risks of this Agreement.

15210 Forward Contract Merchant.  Seller is a “forward contract
merchant” within the meaning of the United States Bankruptcy Code.

15.2.11 Cavnacity to Make Deliverv. Seller has entered into this Agreement

© in connection with the conduct of its business and it has the capacity or ability to make

delivery of all Power required o be provided to Power Purchaser under this Agresment.

152.12 Terms Result of Negotiation. The material economic terms of the -
transactions contemplaied by this Agreement have been subject to individual negotiation
by the Parties.

15.2.13 '(}as Transmission. Seller has secured Srm, sither directly or
mdirectly, gas transmission for the Original Klamath Facility for at least the Term hereof.



"~ 15.3 Financial Information.

15.3.1 Power Purchaser Fipancial Information. During the term of this™
- Agresment, the Power Purchaser shall provide to the Saﬂer ihe following E.na.nclai

mnformaiion ai the Hmes mdlcated below

153.1.1 - Audited Fiﬂancial Staternents. Not later than October 1 of
gach year, commencing October 1, 2001, Power Purchaser shali orovide to Seller
a complets copy of the audi'te&'ﬁnanmal statements for the Fund for the fiscal year
ending the pracedmcr June 30%, , prepared by 2 firm of independent certified public
accountants i accordance mth generally accepted _accounting principles

consisiently applied.

15312 Annual Budeer Not later than July 15 of each year,
commenciag July y 15, 2001, Power Purchaser shall provide to Seller a frue an
complete copy of the final annual budget for the Fund for the- fiscal year

beginning on the immediately preceding July 1, as adopted sud -approved in-

accordance with the applicable laws of the State of California.

153.1.3 ,Unaudited Quarterly Financial Statements. Not later than
September 1, December 1, March 1 and June 1 of each year, commencing
September 1, 2001, Power Purchaser shall provide Seller with unandited-financial
statements for the Fund for the fiscal quarter ending on the mmediatsly preceding
June 30, September 30, December 31 and March 31, as the case may be, prepared

in accordance with generally accepted accounting principles consistently applied, -

which unandited quarterly financial statements.

15314 Other Information. Power Purchaser shall also provide to.

Seller: (2) concurrently with the delivery thereof to any other person, copies of all
reports and Tnancial informatior sént to any seller under 2 power purchase
agresment; and (b) such other pubhcly available information conceming the
Fund, the Bonds or Power Purchaser’s financial situation as Seller may
reasonably request from time to time. -

15.3.2 Seller Financial Information. Not later than September 1, December 1,
March 1 and June 1 of sach year, commencing September 1, 2001, Seller shall provide
Power Purchaser with unandited quarterly financial statements of the Seller for the fiscal
quarter ending on the immediately preceding Jume 30, September 30, December 31 and
March 31, as the case may be, prepared in accordance with generally accepted accounting
prmciples consistently applisd.
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ARTICEE 16
MISCELLANEQUS

16.1  Severabilitv.:The invalidity, in whole or in part, of any of the articles, Arﬁcles or -

 paragraphs of this Agreement will not affgét the -validity of the remainder of such articles,
Articles or paragraphs. ' ’ - '

16.2 Amendment. No modiﬁcaﬁ"og;,x amendment, or other change to this Agreement
will be effective unless consented to in writisig by each of the Parties. i
- 163  Waiver. Failure or forbearance by any Party to exsrciss any of its rights or
remediss under this Agresment shall not constitirte a waiver of such rights or remedies. No Party
shall be deemed to have waived or forhome any right or remedy resulting from such faiture to
perform unless it has made such waiver specifically in writing. ' S o

164 Counterparts. This Agreement may be executed in one or more counterparts each
of which shall be deemed an osigiral and zll of which shall be deemed one and the same

Agreement.

16.5 Effect of Force Majeurs. Power Pirchaser or Seller, as the case may be, shall be
excused from performance under this Agreement to the extent, but only to the extent. that
performance hereunder is prevented by an act or event of Force Majeurs. Power Purchassr or
Seller, as the case may be, shall use iis reasonable efforts to overcome or mitigate the effects of
such an act or event of Force Majeure; provided, however, that nothing in this Agreement shail
be deemed to obligate the Party affected by an act or event of Force Majeure to forestall or settle
any sirike, lock-out or other labor dispute against its will.

Notwithstanding the foregoing, upon the occinrence and continnation of 2 Force Majeurs,
in the'event that Seller is the claiming party, Power Purchaser shall continue to pay the Confract
Price, except that Power Purchaser’s obligation to pay any capacity payment as it relates to the
Facility affected by the Force Majeurs shall be suspended for the period commencing 60 days
after the commencement of the evént of Force Majeure being claimed by Seller and continuing
until the day the svent of Force Majeure no longer exists.

)

16.6 Imterest on Amounts Due. Any amounts owing after the due date thereof shall
bear interest at the Prime. Rate plus two percent (2%) from the date due ungl paid; provided,
. however, that the interest rate shall at no time exceed the maxitmm rate allowed by applicable
- law. '

16.7  Further Assurances. The Parties shall do and shall perform all such acts and
things and shall execute all such deeds, documents and writings and shall give all such firther
ASSUTANCes as may be necessary to carry out the intent of this Agréement.

168 Mo Third Party Beneficiaries. Except for Persons to whom this Agresment is
assigned in compliance with Article 14, there are no third party beneficiaries to this Apgreement,
and this Agresment shall not impart any rights enforcsable by any Person that is not a Party.
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16.9 Time Unless otherwise specified in this Agreeraent, all references to specmc

times under this Agreement shall be references 10 Pacific Standard or Pacific Day_laht Savings °

Time, whichever is then preva.llmcr

16.10 Headings. The various headings contained in this Agreement are for referznce
purposes only and shall not affect in any way the meaning or interpretdtion of the provisions.

16.11 Interpretation. Whensver tﬁé’ si;ngular'or méscu]ine or meuter is used in this
Agresment, the same shall be consirued as:‘meaning the phiral or feminine or body politic or

corporate and vice versa, as the context so requires. Whenever the words mclude(s) or including -

are uséd in this Agreement, they shouid be mtexpreted to mean include(s) or mcluding, but not
. imited to. Because both Parties have participated in the drafiing of this Agreement, the usual
rule of contract construction that resoives ambignities agatgst the drafier shall not apply

) 16.12 Enfirte Agreement. This A.greemem (131(:11.1(:1111cr the atiached Exhibits, which are

incorporated by this reference) and all amendments to this Agreement comtain the complete
agreement between the Seller and the Power Purchaser with respect to the matters contained in
this Agresment and supersede all other agresments, Whether written or oral, with respect to the
matters contammed in this A greement.

16.13 No Immunity Claim. California law authorizes suits based on contract against the
State or its agencies (including without limitation the Power Purchaser), and the Power Purchaser

agrees that it will not assert auy Immunity it may have as a state agency agamst such lawsuits |

filed in state court.

A

16.15 Pavmenis Under Agreement sn Operating Expense. Payments under this
Agreement (including, without Kmitation, the terms and provisions hereof which increase
the Confract Price required to be made hereunder pursuant to Article 3.7 and any
Termination Payments that may become owing hereunder) shall constitute an operating
expense of the Fund payable prior to: - aﬂ bends, notes or other indebtedness secured by
apledge or assignment of the Trust Estate, or (if) paymenis to the general fimd. Paymenis

- umder this Agreement (including, without limitation, the terms and provisions hereof
which increase the Contract Price required to-be made herevmder pursnant to Ariicle 5.7
and any Termimation Paymenis that may become owing hereunder) shall consiitute =n
operating expense of the Fund payable prior to all bonds, notes or other indebtedness
payable fom the Trust Estate. The purpose of the foregoing sentence is to prevent any
circumvention of the first sentence of this Section 16.15 by not specifically pledging or
assigning the Trust Estate to bonds or notes issued by the Department and accordingly the
term “bonds, notes, or other indebtedness” as used in the foregoing sentence shall be
lirmited solely to cerfificated or book entry securifies issued by the Department for
borrowed money payable from, but not secured by a specific pledge or assignment of, the
Trust Estats and shall accordingly specifically exclude any coniract or agreement entered
mto by the Department that is payable as an operation or maintenance sxpenss under any
bond resolution or mdénture providing for, the issuance of bonds, notes or other

indebtedness secured. by a pledge or assignment of the Trust Estate, mcluding, but oot

limited to, any power purchase, gas purchase, power or g2as tra::l.sm_smom gas storage,
lzase, swaD hedfre, forward or option agresment.
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16.15 Rate Covenant: No Impairment. In accordance with Article 30134 of the Watar

Code, Power Purchaser covsnants that it will, at least annually, and more frequently as required, -

establish and revise revenue raqmm:nems sufficient, together with any moneys on deposii in the

Fund, to provide for the timely payment of all obligations which it has incwred, including any .

payments required to be made by Power Pu:mhaser pursuant te this Agreement. As provided in
Article 80200 of the Water Code, while any obligations of Power Purchaser pursuant to this
Apgreement remain outstanding and not fully performed or discharged, the rights, powers, duties
and sxistence of Power Purchaser and the Pubiic Utilities Commission shall not be diminished or
mmpaired in any- manner that will affect adverSely the [nterests and rights of the Seller undar this

Agresment.

16.17 No Morg Favorable Terms. Power Purchaser shall not provide in any POWEr
purchase agreement payable from the Trust Estate for (i) collateral or other security or cradit
support with respect thersto, (i) a pledge or assignment of the Trust Estate for the payment
thereof, or (iii) payment priomity with respect thereto supenor to that of Seller, without in sach
case offering such arrangemenis o Seller.

16.18 Sources of Pavmeni: No Debt of State. Power Purchaser's obligation to make-

'payments hereinder shall be limited solely to the Fund. Any liability of Power Purchaser arsing
il counection with this Agreement or any claim based thereon or with respect thereto, including,

but not hmlted to, any Termination Payment arising as the result of any breach or Potential Evem:

of Default or Event of Defaukt under this Apreement, and any other payment obligation or

liability of or judgment against Power Purchaser hereunder, shall be satisfied solely forh the
Fund. NEITHER THE FULL FAITH AND CREDIT NOR THE TAXING POWER. OF THE
STATE OF CALIFORNIA ARE OR MAY BE PLEDGED FOR ANY PAYMENT UNDER
THIS AGREEMENT. Revenues and assets of the State Water Resources Development Systern
shall not be lable for or available to make any paymems or satisiy any obligation arising under
this Agreement. .

16.19 Application of Government Codé and the Public Coritracts Code. Seller has stated
that, because of the administrative burden and delays associated with such requirements and
becanse Power Purchaser has advised Seller of Power Purchaser’s desire to enter mio this
Agresment at the earliest practicable date in order to secure the Product provided for herein to
meet Power Purchaser’s needs, it would not enter into this Agreement if the provisions of the

Government Code and the Public Contracts Code applicable to state contracts, inc’ludmg, but not

Limited to, advertising and competitive bidding reqmrements and prompt payment requirernents

would apply to or be required to be incorporated in this Agreement. Accordingly, pursuant to .

Article 80014(b) of the Water Code, Power Purchaser has determined that it would be
detrimental to accomplishing the purposes of I f Division 27 (commencing with Articie 30000) of
the Water Code to make such provisions applicable to this Agresment and that such *pmvwmns
and r=q1.m‘emems are theretore not applicable to or incorpordied in this A grsement.

1620 Qoveming Law, Venue. THIS AGREEMENT AND THE RIGHTS AND
DUTIES OF THE PARTIES EEREUNDER SHALL BE GOVERNED BY AND
CONSTRUED, ENFORCED AND PERFORMED IN ACCORDANCE WITH THE LAWS OF
THE STATE OF CALIFORNLA, WITHOUT REGARD TO PRINCIPLES OF CONFLICTS OF
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LAW. THE PARTIES HEREBY SUBMIT TO THE JURISDICTION OF ANY OF THE
CALIFORNIA STATE COURTS EAVING SUBJECT MATTER JURISDICTION LOCATED -
IN THE CITY OF SACREMENTO, CALIFORNIA FOR THE PURPOSES OF ALL LEGAT . -
PROCEEDINGS ARISING,OUT OF OR RELATING TO THIS AGREEMENT OR THE -
TRANSACTIONS CON"I‘E’VELJ’ED HEREBY. EACHPARTY IRREVOCABLY WAIVES,
- TO THE FULLEST EXTENT PERMITTED BY LAW, ANY OBJECTION THAT IT MAY
NOW OR HEREAFTER HAVE TO THE LAYING OF VENUE OF ANY SUCH
PROCEEDINGS BROUGHT IN SUCH COURTS AND ANY CLAIM THAT ANY SUCH
PROCEEDINGS HAVE BEEN BROUGHT B¥ AN INCONVENIENT FORUM. -

16.71 Amendment of Conﬁdeﬁtlaﬁ%v Provisions of Memoranda of Understandine.
Preliminary to negotiating the terms of this Agreement, the Parties entered imto the following
memoeranda of undersiandmcr (collectively, the r\/Iermn'&}:uia”) '

(1) a Memorandum of Understandmg dated March 1, 2001; and
(2) a Memorandum of Understanding date May 3, 2001.

Reference is made to the confidentiality provisions set forth in Article 2 of each of the
Memeranda (the “Confidentality Provisions”). The Pariies hereby agree that the Confidentiality
Provisions shall not apply to the disclosire of the terms of this Agreement, but that elther Party
may disclose the terms of this Agreement to any third part‘y

PacifiCorp Power: Marketmg, Inc.
an Oregon corporation

ent of Water Resources
te olNCalifornia, separate and apart from its powers and respon51bﬂ1tles with

atef Resources Development System
. Q/\/

Iis: . {A\T\:[-xlw \:-HJ\L\J\ i LLL/‘— '
Date: “rv\\\.i 6 200U

State of Calj 4
an agency
regspect to T
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EXHIBIT A — Example of Publication Containing the Monthly Gas Index, the Daily Gas
Index and the Current Exchange Rate
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EXHIBIT A — Examnle o

Canadian Gas Price Feporter Monthly Canadian and U.S. natural gas price summary
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EXHIBIT A - Example of Publication Containing the Mo
Index, and the Current Exchange Rate (Page 2)
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NATURAL GAS MARKET
COMMENTARY

One-month spot prices at AECO7
NMLT. f2ll 1o 533.4730/CJ, 2 decreasc
of 51.57 from May. Daily spot prices
avernged $5.3803/CIar AECO/MNIT.
and 35.6100/GJ 1t Empress for May,

Bids & offers {or Nov/2001 one-
year fixed-price deals averaged
53.9141/GI and 558.0245/CIat AECO/
N1T and Emgress respectively.

The average Empross-AECO/MNIT
ane-month market differentiat for June

*Waightad average fric. #Weighied averaga af HGX instruments - W, Wid, YWD & LW, - tnotudes Washend daaly,
(¥ duals and

Saterday, Surday and smutary holiday deaks,

! Bscludas Waakands deals, ** Inciides YWead

*"oes avlindude day doais dans duting (he weskand ar on stariary halidays that fall ln conjencion with the weshend,
iha weekend numbar is wsed instaad 23 & prosy for sach of the weekend days and stanery hoadays,

Hajez LW & L'Wd Indtruments incyded for Caredian staifory bolldays. ‘Westend-deais nckide statutnry notiday
Fricys and Mondays. Sourca: Natml Gas Exaange. Exchangu rate Imm Sank of Canada (naen day rle},

was-0,0286¢/GJ down from -0.0Z44¢
for May.

Expart prices fei! az all major export
poines, dropping ahout 51,25 in the
east, $1.20 in the midwest and 51.85
in the west ,

The fune Henry Hub futures conract
fast 3-duy avernge was 53.923. Spat
orices fell 51.22 toanaverage of S.37/
MM By,

The outlook for day-ta-day Alberta
spot gas prices is for dsing prices at
around 35.30-5.00, One-month oricss

gre expecied o be around the $6.00/

CJ range for July. One-year prices are
expected {0 be wround - $8.30/GJ for
November/2001 gas, 1J.3. spot arc=s
are gxpected o gain sooagth due @
fising seasonal and storage gas
demand.

athly Gas Index, the Daily.Gas



EXHIBIT B — Monthly Capacity Charge -

"~ 515.00 per kW-month

Motes

The Monthiy Capacity Charge ab

¥

¥lonthly Capacity Charge

Faad
01

it

.1.!:!]-“' v

ove incorporates the following fixed charge for gas

transportation, which tariff may be changed from time io time pursuant to Article 5.5 of the

Agresmeni:

Gas Transportation Reservation Charges (US Dollars per Dth):

Pipeline | Tarff Tariff Effective | Rate Schedule = | Cuurent
= Date Reservation
Charge
| . (S/Dith)
TC-AB Standard April 1, 2000 FT-D 50.1086
Tariff '
TC-BC Standard April 1, 2000 - | FS-1 50.0489
PG&E First Jan. 1, 2001 FTS-1 MRRS/CES | $0.3225
GTNW | Revised (as may be '
V.olume No. replaced by new
1-A expansion
' schedules)
‘| Total Reservation | $0.4300
Charges

Example Computation of Gas Transportation Reservation Charges:

Converted to US Dollars at current exchange rate of 50.6450 Canadian dollars per US

Do_]lar

Conversion of Reservation Charges to $/k¥W-mo for Capacity Charge:

Reservaion Charge in $/kw~m;0: L :
=[Total Pipeline Reservation Charges ($/Dth) * (Coniract Heat Rate/1000)
* *24 hours per day * Average number of days per month]/1000

=[50.430%(7200/1000)*24*(365/12)}/1000] = $2.523/LW-mo.



EXHIBIT C — Monthly Fixed O&M Charge
The Monthly Fixed O&M Charge shall initiai_l_y be $1.75 Oka-month-

The ! \/Iontb_ly Fixed O&M Charge shall be revzsed as of July 1 each year commencing with July
1, 2002, by the percentage change in the’ Consm:ner Prce Index, All Urban Consumers, All
Cities, as published by the Burean of Labor Statistics of f the United States Department of Lahor
(the “CPI Index”). To determine the appropriate revision, the CPI Index for March 1 of sach
year (or nearest publication thereafter) shall be divided by the CPI Index for March 1, 2001 (or
nearest publication thereafier). Such ratio shall then be multiplied by the initial Monthly Fixed
O&M Charge, above, and rounded to. the nearest $0.001 per XW-month, to deiermine the
\/Iontbly Fixed O&M Charge for the relevant anmual period (1 €. Iuly 1 through June 30) period.

For example, assuming o C'Pf Index for March 1, 2001 of 143.0, and a CPF Index for
Merch 1, 2004 of 130.0, the applicable Monthly Fived O&M Charge jor the penod July
1, 2004 through June 30, 2005 would be:

(130.0/145.0) * 31.750/kW-month = EJ-az‘p;VcW-monfh-
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EXHIBIT D — Monthly Variable O&M Charge
The Monthly Variable Oé&ivt Charge shall im'i:@a]ly be 53.500/MWh.

The Monthly Variable O&M Charge shali be revised as of Fuly 1 each year commencing with
Fuly 1, 2002, by the percentage change in the Bureau of Labor Statistics Index for Gas Turbine
Gengrator Sets ‘(Series ID Number PCU35T1#131), as published by the Bureau of Labor
Statistics of the United States Department of Labor (the “Gas Turbine Index™). To deiemmine the
appropriate revision, the Gas Turbine Index for March 1 of each year (or nearest pubhcanon
thereafier) shall be divided by the Gas Tuzbine Index for March 1, 2001 {or nearest publcation
thereafier). Such ratio. shall then be multiplied by the initial Monthly Variable Q&M Charge,
-above, and rounded to the nearsst $0.001 per M(Wh, to determine the Monthly Variable O&M
Charwe for the relevant annual period (1., July 1 throuuh June 30) period. -

. For example, assuming a Gas Turbme Index for March 1, 2001 of 1530.0, and a Gas
- Twrbine Index for March I, 2004 of 133.0, the applicable Monthly Vanable Oc&M
Charge for the period July 1, 2004 through J'une :0 2005 would be:

(135.0/130.0) * 83.500/MWh = 33.635/M¥Ph.



‘EXHIBIT E — Example Calculation, of ] ‘/Ionthly Fuel Charge for June 2, 2005

I A.usu.mpnons. . .
Monthly Firm Schedule for On Peak =200 MW (= |,440 MMB#whr (@ Contract Hear Rae)

Monthly Firm Schedule for Off Peak =130 \/IW (= 1,080 MMBw/hr @ Contract Hear Rare)

On Peak Hours on Jume 2 . .= 18 hotrs

Cfi Peak Hours on June 2 . = 8 hours

Deliverad On Peak Schedule on ime 2 Y = 300 MW (= 4,300 Mowh)
Deliverad Off Peak Schedule on Jume 2 i :." - = 130 MW (= 1,200 Mwh)

Coniract Heat Rate T = 7,200 Btw/kWh

Morthly Gaz Index ) - = SC 6.000/GT

Current Exchange Raze = SUS 0.6430/8C

G¥Dih Conversion = 1.053056 GI/Dth

Daily Gas Index = 4500 US/Dth

Heat Rate Surcharge for Delivered Off Peak Schedule = 300 BtwEwh

(assummes the Dthered Off Peak Schedule requires full *1*1* Facility Duemtmn)

Cycling Cost for going dowa to *1 "1” Facility Operadon in Of Peak = $9 7’30

Pipeline Loss Percentage 4.00%

Variable Pipeline Charges = 3US 0.02076/Dth

0. Conversion of Monthly Gas Index from SC/GJ to SUS/Dth:
= SC 5.000/GT * BUS 0.6450/5C * 1.055055 GIVIMBru
= JUS 4.083/MvM B
= SUS 4.083/Dth
I Calcu]zmon of WIV{Btu’s tied to Monthly Gas Index on June 2 ‘
On Peak = (1,440 MMBwhr * 16 Hours) = 23,040 MM B
OffPeak = (1,080 M™Bavhr * 8 Hours) = _8.540 MMBm
: Total MMBtu @ Monthly Gas Index = 31,68? MivBtu
Iv. Calculation of WIV[Btu's Hied to Daily Gas Index for June 2 )
On Peak: Applicable Hea.t Rate . =7,200 BwKwh
Total MMBiw: used in On Peak = 4,800Mwh @ 7,200 = 34 560 MVBwm
Less: MiviBtu Hed to Monilily Gas Index = 23,040 Miv[Btu
MvBtu ted to Daily Gas Index =11,520 MMBiu
Off Peak: Applicable Heat Rate is 7,200 + 500 : ’ = 7,700 B/RKwh
Total MiviBtu used in Off Peak =1,200Mwh @77,700 = 9240 MiBtu
Lass: MBtu fied to Monthly Gas Index = 8§40 MMBiu
MMBtu ded to Daily Gas Index = §00 MMB
Total Miv[Btu Hed o Daily Gas Index (On and Off Peak) = 20 MiviBtu
V. Caiculation of Wonthly Fuel Charge for June 2 associated with Monthly Gas Index:
= 31,680 * [(4.083 *(1.04)) + 0.02074] =5135, 181
VL. Calenlation of Monthly Fuel Charge for June 2 sssociafed with Daily Gas Index:
= 12,120 = [{(4.500+.03) *(1.04)) ~ 0.02074] =§57,351
VIL Total Wlonthly Fuel Charge afributable to June 2, 2005 = 3192332

NOTE:
While the abova calculation is on a daily basis, @0 accommmodate hourly- aChEdu.[ES pursuznt to Sestion §.2.3, such same

calculation may be n:quued each hour (e.g. if an howrly change causes a Facility operancms change with an associared fheat rare
surcharge). The effect of heat rate surcharges will be tied o the Daily Gas Index, 23 it is in the above sxample. In zddition, 2
Cycling Cost of 39,750 per cycle (in this & 'carr_rpie) would agply @ full if & was derermined that Power Purchaser's schedule
required cycling the Facility, If it was derermined thar a cycling event was requited by Power Purchaser's schedule as well ag
other schedules from the Faciliry, the cycling cost o Power Purchaser would be zllocared on 2 pro-ram basis ded to all schedules

causing the cycling.
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EXHIBIT ¥ — Pipeline Loss Percentage and Variable Pipeline Charges

Pipeline Loss Percentage (Subject to Article 5.5):

TC-AB - - 0.00 %

TC-BC S 1.00%
PG&E GT NW U 3.00%
Total CE L 4.00%

Variable Pipeline Charges (subject to Article 5.5):

Pipeline Tariff Tariff Effective | Rate- " | Variable Charges |
. Date " | Schedule | $/Dth
TC-AB ~ : April 1, 2000 FID 1 $0.00000
(Note 1) '
TC-BC April 1, 2000 F3-1 . | $0.0036
(Nots 3) '
PG&E GT NW | First Jan. 1,2001 | FTS-1 $0.017162
(Noted) - Revised ' ' '
' .| Volume
No. 1-A
: Total 30.02076
Variable
Pipeline
Charges

Notes on Varable Pipeline Charges:
1. No variable pipeline charges are curently assessed on TC AB export volumes

2. Converted to US Dollars at current exchange rate 0f §0.6450 Canadian dollars per US Dollar.
3. Delivery Charge Alberta/British Columbia Bord;er to Kingsgate =  $0.0035
' NEB (National Energy Board) Cost recovery = 50.0001
= §0.0036
4. Delivery Charge to Malin @ $0.000013/Dth-mile = 30.007962
GRIDelivery : = §50.0070
ACA ' = §0.0022
_ Total = $50.017162/Dth
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EXHIBIT G - Operating Reserves Charge

Through September 30, 2003:

"Operating Reserve — Spinning Reserve Service" and
"Operating Reserve — Supplemental Reserve Service”

h

$8.27 per MWh epplied io 7.0% of MWhs purchased by Power Purchaser under this Agreement.

After September 30; 2003:

As applicable and updated per Ariicle 3.5.



EXHIBIT H — Transmission Loss Percentage Incurred by Seller on BPA’s Southern
Intertie . - ' ~

The reference transmission loss percentage is 3.0%.




EXHIBIT I - Example of Monthly Invoice Calculation for December, 2002

Art 52 Energy C‘harge:i $70/Mwh ﬁmgs‘_-’143,400 L\/Iﬁh- (Note 1) - =$10,038,000 "
Att. 6.3.1.3 Credit to Power Purchaser for ?';ior Monih (Note 2} = N.A_ |
Total Monthiy Bill s _ =510,038,000
Notes:

1. . 143,400 MWhs are assumed delivered in December, 2002. There were 0 Mwh curtailed
pursuant to Facility Outage angd Maintenance Pool during the Month. There were 4,800
Mwh curtailed pursuant to the Supplemental Pool during the Month. 600 Mwhs were

curtailed for Force Majeure.
Seller did not exceed the Facility Outage and Maintenance Pool m December 2002.

Seller did not excesd the Supplemental Pool in December, 2002.

[SEINW

Balance of Facility Outage and Vaintenance Pool:

Total Facility Outage and Maintenance Pool for Operating Year 210,240 Mwh
Amount vsed in December, 2002 ' 0 Mwh

Cumnulative Amount used in Operating Year 19,200 Mwh
Amount Remaining in. Pool for the Operating Year - ' 191,040 Mwh

Balance of Supplementﬁl Pool:

Total Supplemental Pool for Operating Year . 52,560 Miwh
Amoumnt used in December, 2002 4,800 Mwh ’
Cunulative Amount used in Operating Year , 17.100 Mwh

Amount Remaiming in Pool for the Operating Year 35,460 Mwh
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EXEIBIT J - Example of Monthly Invoice Calcnlation for June, 2005 -

Art. 5.3.1 Monthly Capacity Charoe
‘ =315.00/kW-mo. * Ccmu'act Delivery ] Rate

=$15.00 * 300 MW * 1000 . - - = $4,500,000
Ari. 532 \/Ionthly Fixed O&M Charve ) .
$1 81/xW-mo. * Coniract Dehvery Rate _
=$1.81 * 300 MW * 1000 G ) =8 343,000

Art. 5.3.3 Monthly Variable O&M Charge

=5§3.635/MWh * MWh Dehvered m Month

=33.635/MWh * 141,360 MWh (Note 2) . - =35 313,844
Art. 534 Monthly Fuel Charge .

= Calculated pursuant to sxample in Exhibit B . ' = $4,343,000

Art. 53.3.5 Transmission Losses Charge - :

=141,360 * 3.0% * 5100 per M’Wh (\Totes ,3) ‘ : =35 424080
Art. 5.3.6 Operating Reserves Charﬂe o

=141,360 MWh * 7% * $8.27 per MWh (3 (Note 4) =5 81,833
Art. 5.42 Physical Hedge Associated with Monthly Fuel Charge (Nots 3) = NA
Art. 6.3.13 Credit to Power Purchaser for prior Operating Year (N ote6) - = NA

Art. 632 Credit to Monthly Capacity Charge and Monthly Fixed O&M Charge = N.A

Total Monthly Bill ' = $10,405,757

Notes: : . '
1 141,360 MWhs are assumed delivered in June, 2005. There were 7,440 Mwh curtailed

pursuant io the Facility Outage and Maintenance Pool during the Month. Thers were 0
Mwh curtailed pursuant to the Supplemental Pool during the Month No Mwhs were
curtailed for Force \/.[a] eure.
Agsumes that Seller is assessed 3. 0% losses in its transmission agresment with BPA
TBL; assumes that the energy P:G.Cu for losses is $100 per MWh.
Calenlated per Exhibit H.
Calculated per Exhibit G. _
Assumes Power Purchaser has no hedge in place pursuant to Article 5.4.2.
Selter did not exceed the Facility Outage and Mainrenance Pool for the Opera:..ng Year
ended June 30, 2005.
Seller did not exceed the Supplememal Pool i Iune 20035, Note that the Supplemental
Pool was available to Seller only for the first part of June.
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EXHIBIT J — Example of Moathly Invoice Calenlation for June, 2005
(Continued) .

Balance of Facﬂ:d:y Outace and VIamtenance Pool:
Total Facihity Outacre and \/Imtenanc= Pool Pool for Operarmo' Year
Ataount used in June, 20035 :
Cumulative Amount used in Operamn*_, Year
Amount Remaining in Pool for the Operatmcr Year 1 '
Balance of Supplementzﬂ Pool:
‘Total Supplemental Pool for Operatmcr Yaar
Amount used n June, 2003
Cumulative Amount used in Operating Year
- Amount Remaining in Pool for the Operating Year

420,480 Mwh
7,440 Mwh
24.000 Mwh
396,480 Mwh

105,120 Mwh
0 Mwh

0 Mwh
103,120 Mwh
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EXHIBIT K - Example calculation of Contract Price for December, 2004.
/K w-mo. S/NVwh

Sec. 5.3.1.  Monthly Capacity Charge (Note 1) $15.00 $521.86
See.5.32.  Monthly Fixed O&M Charge ( Note2) $1.86 -  §2.71
Sec.533."  Monthly Variable O&M Charge ma 3374
Sec. 534, Monthly Fuel Charge (\Tote 3) n.a. 52566
Sec. 3.3.5.  Transmission Losses Charrre (Nots -L) .4 £2.10
Sec. 5.3.6. ~ Operating Reserves Charce _ n.a 5 0.58
¢ . Contract Price = $36.65

Note 1: (315. OO/kw-mo “‘1000 Kw/Mw / 7_—:0 b/mo. ) / 94% assumed availability)

_ =521.86
Note 2: (5.1 R6/kcw-mo. l‘1000 KwiMw / 730 h/mo )/ 84% assumed avmlabﬂlty)
' =§52.71
Note 3: Assumming: 5C 5.00/GJ 1s the forward markst pnce for gas af the 7 \/Ionthly
Gas Index point.

Current Exchange Rate of SUS 0.7450/3C
4.00% Pipeline Loss Percentage
$US 0.02076/Dth Varable Pipeline Charges

Monthly Fuel Charge in $/Mwh =
8C 5.00/GJT * 1.055056 GI/Dth * $US 0.6450/SC = 3US 3.40/Dth
[(SUS 3.40/Dth * 1.04%) % SUS 0. 0’776/Dth] (7'? 00/1000)

= §25.66/Mwh

Note 4: Assumjng: $70/Mwh forward market price for flat power at COB
' 3.0% Transmission Loss Factor - .

Transmlssmn Losses Charge = -
870/ Nwh * 3 0% =52.10



EXHIBIT L — Example of Publication C ontaining the On—P sak COB Market Index and
the Otf-Peak COB Market Index

Juna 27, 2001

COMAIENTS:

1

z

COB
Electricity Prica Indey

Firm Vatume Firm an:jsia: Non Firm Yoluma Man St alume Sunday & NERC | Yoiume
DATE On Paak MWHS | OFPear | MWHS.Y Onfeak | MWHS Qlt Paak SWHS 14 HOUR MWHS
lune A7, 204 138 3,800 535.50 1.200, S
lune 25, 2001 540,37 3,300 3100 400 4758 ] 335,20 250
luae 15 2001 | sTaaz 11,500 355,18 4,400 335,30 Toa 350.00 125
% ] ; . ’ 57,00 00 53433 2,400
381,00 1,300 55737 T 2o 3TL 04 3 3E8.34 296
June 272, 2001 331.00 1,500 337.A7 2.200 387,10 330 381,10 1,040 -
- Jupa 71,2001 ¢ 38738 3,400 353,73 2,200 331,35 2,288 334,50 ]
June 20, 20M 335.00 8,900 33711 1,900 3102.38 748 3t00.58 2,178
June 19, 2001 3108.71 3,400 362,00 1,400 311675 1,318 3$110.25 300
June 18, 2004 Sa1.47 8,400 Sdd, 53 3,400 313508 1,742 513024 40§
5 :unerﬁ{zﬂu@gl s84.11 2,280 §45,39 9,500
iR AranD 542,83 3824 $34.82 2800 s7a.Ta 1115 $85.23 1,387
June 15, 2001 342,83 3,388 334,52 2600 |, 57349 730 37213 T40
Iune 14, 7007 335,58 4.800 $42.486 3,74 5§2.25 244 350,00 14 :
Juna 13, 2001 380,13 3,008 545,32 2,400 5100,00° 25 385,30 715 i
June 33, 2007 530,78 18,000 837,58 1.800 577.14 210 535,00 350
Juna 11,2000 - 56.00 7200 537,38 1400 57384 781 §37.:a 2
) 51,38 1,250 537.34 3,340
; 341.07 4,400 526.32 . 3,208 $100.50 3,110 384,57 2310 .
“June E, 2007 844,07 3,200 528,42 3,208 311248 475 % L) 1,720
lune 7, 2001 554,61 3,600 $30.35 1,308 586,58 2743 351,89 2875
June &, 7004 364,07 8,750 535,83 1,808 §75.00 [} $38.50 0
June 3, 2001 5ih.as 4,800 . 34g,32 3,208 378,22 210 52500 75
June 4, 2001 S160,4% 4,800 383,24 3,136 569.38 473 58390 i}
: - ' 571.25 200 §8%.50 1,600
318,35 8,800 37T 4,519 596.00 s0g 530,00 150
June 3, 2001 3748,38 §,800 5T 14 4,528 ° - 517638 1,310 217193 775
May 31, 2601 5164.00 1,000 386,07 2,800 $225.968 1,185 519137 855
May 10, 2001 5118,80 8,332 548,08 5,500 §175.50 3,107 5134,31 3B -
May 29, 2003 $t62.54 4,400 382.20 4,200 510,031 473 53875 210 -
- 532548 1,275 513128 21,524

MNUMBERS HIGHLITED = REVISED
HIGHLIGHTED CELLS = ONE DAY LAG

Ezpianatory Motes:
Index: YWeigied avarage price of megawaithours soid at COB. The Index la quatad in Siviwh,

NUMBERS HIGHLITED = SURVEYED

‘MNIQ = NG QUOTE

For questions or comments please call Srmest Onukogu (609)520-4663 ar Antaina Bustache (608) 520-7058.

|
|



!

]ll}i'l![f

EXHIBIT M — Form of Unqualified Opinion of Legal Counsel

PacifiCorp Power Marketing, Inc.
830 NE Holladay, Suite 250
Pordand, Oregon 57232

Ladies and Gentlemen-

Re: Master Power Purchase and Sale Agresment between [Company] and the California Department of Water
Resources separate and apart from its powers and responsibilities with respect to the State Water Resources
Development Sysiem - : :

I bave examined the Ten Year Power Purchase Agrsement dated July , 2001 (the “Master Aﬂeement’)
between PacifiCorp Power Marketig, Ine. (the “Company”) and the Califomia Departmant of Water Resources
separate and apart from s powers and responsibilities with respect to the State Water Resources Development
System (“Califoraia Energy Resource Scheduler” or “CDWR-CERS™) and such other doctments anel information as
I have deemed necessary o render this opinion.

In my upiniﬂn:

1 CDWR-CERS has the reqmsﬁe power aad aLthonty to execute and deliver the Master %m*eemem
and to perform its obligations under the Master Agresment. .

2. The Master Agreement has been duly authorized, executed and delivered by CDOWR-CERS and
comstitutes 4 valid and binding obligation of CDWR-CERS enforceable in accordance with its terms except as
eniorceability thereof may be limited by bankruptcy, insolvency, reol-'ganizaﬁon, moratorium, or other laws affecting

the enforcement of creditors’ n’ghts generally or by general principles of equity, nchiding the possfble unavailabiifty

of specific performance or mjunctive relef, regardless of whether such enIorceabﬂlty is considered in proceeding in -

equity or at law, or by principles of public palicy.

3. Neither the execution and delivery.of ‘the Master Agreement by CDWR-CERS nor the
performance of the tramsactions contemplated therein by CDWR-CERS will (a) result in the violation by COWR-
CERS of any provision of the California Constitntion or any staiuie, tule or reguladon (b) result in a default by
CDWR-CERS under, or any breach by CDWR- CERS of, any indenture, mortgage, deed of izust, loan agreementi or
other evicence of indebtedness, agreement or mstrument to witich CDWR-CERS is a party or by which CDWR-

CERS is bound or (c) result in the violation by CDWR-CERS of any judgment, order, writ, injunction or decree of

amy court or governmental agency or body binding upon CDWR-CERS or any of its properiies.

4 No copsent, zpproval, authorization or order of, or regisiration or qualification with, any
governmental agency or body is required of COWR-CERS in conmection with the execution and delivery or the
+ performance of the Master Agreemment or the transactions contemplated thersin.

Very tuly vours,

Susan Weber, Chief Counsel
- Califormia Depariment of Water Resources

;20017



EXHIBITN —  Power Purchaser’s Instructions fo
or Forced Outages

i

I
1

i e

r Seller’s Notification of Force Majéure



EXHIBIT O — [Intentionally Reserved]
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Exhibit P ~Cycling and Heat Rate Surcharges

:

Cvching Charges

For gach complete plant starfup (i.e., both combusuon turbine generators and the steam generator
cycling off and on) up to 25 such sta:t U.pS ‘per. Operating Year, the applicable costs shall be
54,400 for short term fuel and auxiliary power. For sach complete plant starhmp in excess of 25
such starts per Operating Year, the applicable costs shall include such 34 400 charcre plus
514,000 for long term impact on plant mamienance costs.

Each partial plant stattup (i.e., only one of the combustion turbines cycling off and on) costs
32,050 of short term fuel a.ud auxiliary power, plus §7,700 for long term impact on plant

IIlE!JJJIEIlE.IlCu costs.

Heat Rate Surcharges added to the Contract Heat Rate as applicable:
"2x1" operation at the applicable Minimum Generation Level: 700 Btw/Kwh
"1x1" operation at fitll owtput: 500 Btw/Kwk

"lxl" opgraﬁon at the'appl;icable Mimimum Generation Level: 1,400 Btw/Ewh




