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This INTERTIE AGREEMENT, executed _July 8 , 1986 by the BONNEVILLE POWER
ADMINISTRATION (Bonneville) and PACIFIC POWER & LIGHT COMPANY (Pacific), an
assumed business name of PacifiCorp, a corporation organized and existing
under the laws of Maine.

WITNESSETH:

WHEREAS Bonneville and Pacific have entered into Contract
No. DE-MS79-798P90091 (Midpoint-Medford Agreement) and have interpreted the
Midpoint-Medford Agreement 1n a letter dated _ July § , 1986 (Letter of
Interpretation); and |

WHEREAS the Parties hereto desire to amend the Midpoint-Medford Agreement
in this Agreement; and

WHEREAS Pacific presently has a 115 kV interconnection with Pacific Gas &

Electric Company at Delta, California; and



WHEREAS Bonneville and Pacific are Parties to Contract No. 14-03-59840
(Malin Substation Construction Agreement) which provides for rights and
obligations regarding construction, operation, ownership and use of the Malin
Substation and desire to continue such agreement for the term of this
Agreement; and

WHEREAS Pacific intends to build a 500 kV line from Alvey Substation to
Meridian Substation (Alvey-Meridian Line) to provide increased Load Carrying
Capability; and

WHEREAS Bonneville may wish to expand the Rated Transfer Capability of the
AC Intertie above 3200 MW and any such expansion may require Bonneville to own
or use 50 percent of the Incremental Capacity of the Alvey-Meridian Line; and

WHEREAS nothing in this Agreement is intended to be determinative of
transmission or ownership rights of utilities not party to this Agreement;

NOW, THEREFORE, in the interest of resolving issues of AC Intertie rights
and service to Pacific's Load Area, now and in the future, Bonneville and
Pacific are entering into this Agreement to accomplish the following goals:

(a) To enable Bonneville's planning, construction, operation and
maintenance of an AC Intertie with a Rated Transfer Capability of
approximately 4800 MW; and to enable Pacific's planning, construction,
operation and maintenance of facilities to serve its Load Area.

(b} To permit Bonneville's acquisition of a portion of, or right to use
Incremental Capacity in, Pacific's planned Alvey-Meridian Line and specified
use of the existing Meridian-Malin line in order to achieve an AC Intertie
Rated Transfer Capability of up to 4800 MW.

(¢) To permit the Parties' specified use of the Buckiey-Alvey Loop In a

manner that does not jeopardize reliable service on eltther Party's system.



(d) To limit Pacific's right to use its own faciltities to schedule power
and energy from its Load Area to adjoining areas and to ensure that this right
is exercised in a manner that does not reduce the Qperational Transfer |
Capability of the AC Intertie.

(e) To facilitate joint development of facilities by Bonneville and
Pacific as specified in this Agreement.

(F) As between the Parties, to facilitate the economical development and
fajr allocation of any AC Intertie transfer capability above 4800 MHW.

®*It is the intention of the Parties that this Agreement be implemented and
interpreted to best effectuate the above-stated goals. To the extent this
Agreement makes reference to not unreasonably withholding consent or
agreement, the reasonableness of each Party's position will be judged with
reference to the above-stated goals.

1. Term of Agreement. This Agreement shall be effective on the date of

execution (Effective Date) and shall terminate on December 31, 2016, unless
the Parties execute a comprehensive amendment of the Midpoint-Medford
Agreement, in which case this Agreement will terminate on Oecember 31, 2025,

2. Exhibits. Exhibits A through E are {ncorporated as part of this
Agreement. Revisions to the Exhibits shall be by mutual consent.

3. Plan-of-Service for AC Intertie.

(a) Bonneville's Right to Establish Plan-of-Service. Pacific agrees that

Bonneville alone shall have the right to locate the Southern Oregon Substation
and the right to establish any Plan-of-Service for upgrading the AC Intertie
to approximately 4800 MW, provided such Plan-of-Service is in keeping with
Prudent Ut11ity Practice, and further provided such Plan-of-Service does not
result in reducing Pacific's Load Carrying Capability.



(b) Pacific's Right to Comment. Bonneville shall provide Pacific the

opportunity to comment on any such Plan-of-Service Bonneville may establish.

4. AC Intertie Construction and Ownership up to Approximately 4800 MM.

(a) Alvey-Meridian Line Option. To achieve the upgrade of the AC

Intertie to a Rated Transfer Capability of approximately 4800 MW, the Parties
hereto recognize that Bonneville may require Incremental Capacity in Pacific's
Alvey-Meridian Line as defined herein. Pacific hereby grants Bonneville an
frrevocable option for the term of this Agreement to acquire a 50 percent
undivided ownership interest in the Alvey-Meridian Line, which ownership
fnterest shall survive the term of this Agreement. Pacific's present sunk
costs in existing lines, facilities, or rights~of-way used in building the
Alvey-Meridian Line shall not be included in any cost computation made in
implementing the provisions of this section. For the term of this Agreement,
Bonneville agrees to limit the use of such ownership interest to support and
provide AC Intertie transfer capacity. If Bonneville exercises the
frrevocable option described below, Bonneviile shall own 50 percent of the
Incremental Capacity in such line. Pacific provides such irrevocable option
pursuant to the following terms and conditions:

(1) 1If Bonneville requires the Alvey-Meridian Line in order to
implement its Plan-of-Service, Bonneville shall exercise its option to
acquire a 50 percent ownership interest by providing Pacific an
irrevocable notice of such requirement in writing no later than 36 months
prior to the date Bonneville requests the line to be in service.

(A) Pactfic shall construct the Alvey-Meridian Line on

Bonneville's schedule for the AC Intertie upgrade; provided, however,

that Pacific may construct and Bonneville shall acquire a 50 percent



ownership interest in such line on an accelerated schedule if Pacific
requires an earlier in-service date; and

(B> Bonneville and Pacific shall share, in accordance with the
percentages specified tn Exhibit C, the actual costs of facilities
associated with construction of the Alvey-Meridian Line; and

(C) Bonneville shall pay 42 percent and Pacific shall pay
58 percent of the operation and maintenance costs of those facilities
specified in Exhibit C, for which Bonneville and Pacific are to share
in construction costs., Pacific shall bear all operation and
maintenance costs for those facilities used exclusively to serve
Pacific's own loads.

(D) Pacific and Bonneville shall act in good faith and use best
efforts, including utilization of all reasonable legal remedies, to
obtain and protect all necessary permits and licenses for the
Alvey-Meridian Line. If Bonneville exercises its option by providing
Pacific notice, as provided above, and Pacific is unable to obtain
permits and 1icenses necessary to complete construction on or prior
to Bonneviile's schedule, Bonneville may, without acquiring an
interest in or right to use the Alvey-Meridian Line, proceed with
alternatives to the Plan-of-Service. If Pacific chooses to
participate in Bonneville's alternate Plan-of-Service, the alternate
Plan-of-Service shall provide Pacific up to 1875 MA of Load Carrying
Capability, and Bonnevilie and Pacific shall equitably share the
costs. Bonneville and Pacific shall negotiate their respective cost
shares in good faith. An alternate Plan-of-Service may include

construction of the Alvey-Meridian Line by Bonneville, and if so:



(i) Pacific will make its right-of-way interest available
to Bonnevi]ie, and

(ii) There shall be no limitations on Bonneville's use of
its share of the Alvey-Meridian Line.

(2) If Bonneville has not exercised 1ts option as provided in
paragraph 4(a){(1) and Pacific requires the Alvey-Meridian Line, Pacific
shall give Bonneville written notice of its election to proceed with
construction. Pacific agrees to limit the use of the Alvey-Meridian Line
to support Load Carrying Capability. In the event that Bonneville
subsequently requires the Alvey-Meridian Line to implement its
Plan-of-Service, Bonneville may elect any one of the following three
options:

(A) At any time prior to the termination of this Agreement,
Bonneville may give Pacific written notice of an election to pay a
monthly wheeling charge and thereby obtain rights to use 50 percent
of the Incremental Capacity of the Alvey-Meridfan Line. Pacific will
file such wheeling rate with the Federal Energy Regulatory Commission
(FERC) or its successor agency. Bonneville's rights and payments
hereunder become effective upon acceptance of such filing by FERC.

In the event the rate finally accepted by FERC differs from the filed

rate, a retroactive adjustment will be made. Such rate shall be

designed to recover 50 percent of Pacific's annual capital costs of
the shared facilities specified in Exhibit C and shall include

Bonneville's share of the operation and maintenance costs consistent

with the provision of subparagraph 4¢a)(1)(C). Pacific's annual

capital costs shall be determined in accordance with Exhibit 8; or



(B) At any time prior to Januvary 1, 2000, Bonneville may
acquire a 50 percent undivided ownership interest in the
Alvey-Meridian Line and 50 percent of the Incremental Capacity by
paying Pacific 50 percent of the original cost plus capital
improvements less depreciation, as determined in accordance with
generally accepted accounting principles, of the shared facilities
specified tn Exhibit C. If Pacific ¥ncurs any additional income tax
expense or gains as a result of such acquisition by Bonneville,
Pacific shall correspondingly adjust the purchase price of the
facilities specified in Exhibit C to reflect such tax expense or
gains. If Pacific incurs any other unavoidable expense as a result
of an acquisition by Bonneville, Pacific shall increase the purchase
price by an amount equal to 50 percent of such unavoidable expense.
Thereafter, Bonneville shall pay a share of operation and maintenance
costs consistent with the provisions of subparagraph 4¢(a)(1)(C); or

(C) At any time including and.after Januvary 1, 2000, and prior
to the termination of this Agreement, Bonneville may acquire a
50 percent undivided ownership interest in the Alvey-Meridian Line
and 50 percent of the Incremental Capacity by paying Bonnevilie’s
share of the actual capital costs for the facilities described in
Exhibit C, adjusted by the change in the Handy-HWhitman Index for
electric utilities, Pacific Coast Region, for the pertod commencing
with construction to the time of such acquisition. 1f Pacific incurs
any additional income tax expense or gains as a result of such
acquisition by Bonneviile, Pacific shall correspondingly adjust the
purchase price of the facilities specified in Exhibit C to reflect
such tax expense or gains. If Pacific incurs any other unavoidable
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expense as a result of an acquisition by Bonneville, Pacific shall

increase the purchase price by an amount equal to 50 percent of such

unavoidable expense. Thereafter, Bonneville shall pay a share of the
operation and maintenance expense consistent with the provisions of
subparagraph 4(a)(1)(C),

(3) Bonneville and Pacific agree to interconnect their respective
systems at Spencer or the Alvey Substation, or the vicinity thereof,
coincident with the energization of the Alvey-Meridian Line. Bonneville
and Pacific shall enter into agreements as specified in sections 12 and 13
of this Agreement.

(4) Notwithstanding any of the foregoing provisions, if Bonneville
has not exercised any of the options set forth in paragraphs 4(a>(1) or
4(a)(2) by the date that Pacific's retail load in its Load Area plus
transfer obligations for Bonneville into the Load Area, exclusive of
transfers to Surprise Valley Electric Cooperative pursuant to Contract
No. DE-MS79-82BP90049, exceeds-IBOO MW, Bonneville shall forfeit all such
options.

(5) Bonneville 15 not required by this Agreement to acquire or use
any capacity in Pacific's Alvey-Meridian Line.

(b) Southern Oregon Substation. Bonneville shall have the right to

locate, construct, and own the Southern Oregon Substation and the associated

interconnection to COTP. Bonneville's ownership shall include the land on

which the substation and the intercomnection are located. If Bonneville has

(1) acquired an interest in or the right to use the Alvey-Meridian Line, as

provided for in this Agreement, or (2) provided notice pursuant to paragraph

4(a)(1) and Pacific is unable to complete the Alvey-Meridian Line because of

an inability to obtain necessary permits and licenses, Bonneville shall have
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the right to connect the Southern Oregon Substation to Pacific's 500 kV system
between Meridian Substation and Summer Lake Substation where the COTP may
interconnect with the AC Intertie subject to the following terms, conditions
and exceptions:

(1) Bonneville shall not be required to acquire an interest in or
right to use the Alvey-Meridian Line in order to connect the COTP with
facilities not owned by Pacific including facilities at Malin Substation,
Summer bLake Substation, and the Grizzly-Malin Intertie lines.

(2) Bonneville shall construct and own terminal equipment, lines,
and facilities required to Interconnect the COTP with the Southern Qregon
Substation.

(3) Bonneville shall construct and own the series and shunt
compensation equipment and facilities located in or near the Southern
Oregon Substation or on the associated 11ne required to connect to the
COTP.

(4) 1If Bonneville decides to connect the Southern Oregon Substation
to Pacific's Summer Lake-Malin-Meridian 500 kV line:

(A) Pacific shall have the right to construct, or cause

Bonneville to construct, terminal equipment and facilities, which

Pacific shall own, including the land on which such facilities are

located, required to loop Pacific's 500 kV line into the Southern

Oregon Substation, and Pacific and Bonneville will share equally in

the cost of such facilities. To the extent that other entities agree

to pay for power circuit breakers at the Southern Oregon Substation,
those payments will be shared by Bonneville and Pacific in proportion

to their jnvestment in such power circult breakers.
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(c)

(B> Bonneville and Pacific shall enter into an agreement
governing the operation and maintenance of the Southern Oregon
Substation; and

(C)> Pacific, at its expense and subject to Prudent Utllity
Practice, may install transformation equipment at the Southern Gregon
Substation and Bonnevilie shall cooperate in the original design of
such substation so as to facilitate subsequent installation of
transformation equipment by Pacific. Pacific agrees to provide
Bonneville the one-line-diagram and plot plan for the installation of
transformation equipment in a timely fashion for inclustion in
Bonneville's Plan-of-Service. Subsequent changes in the
one-tine-diagram or plot plan of transformation equipment are subject
to mutual consent.

Modification of Facilities.

(1) Except in regard to the Malin Substation, which is separately

provided for in paragraphs (2), <4), and (5) below, Pacific agrees that it

will make or permit Bonneville to make, at Bonneville's expense, any

improvements or modifications of Pacific's facilities in the Buckley-Alvey

Loop that are required to accompiish Bonnevitle's Plan-of-Service.

Bonneville shall own such improvements or modifications unless they cannot

be vemoved without impairment or damage to Pacific's facilities, in which

case such modifications or improvements shall be Jointly owned by

Bonneville and Pacific.

(2) Pacific hereby consents to those improvements or modifications

in the Buckley-Alvey Loop including the Malin Substation necessary for

Bonneville to: (A) upgrade the AC Intertie to approximately 3200 MW;

(8) upgrade the DC Intertie to approximately 3100 MW; and (C) implement
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presently-planned reliability enhancements. By giving this consent,
Pacific shall not be deemed to be agreeing to share in the costs of any
such improvements or modifications, except as provided in paragraph (4)
below. The Parties shall negotiate in good faith to establish a fair
allocation of costs assocfated with modifications in the Malin Substation
not provided for in paragraph (4) below.

(3) Prior to such time as Bonneville gives notice to Pacific, as
provided for in this Agreement, of its election to acquire an interest in
or right to use the Alvey-Meridian Line, Pacific shall be free, at its
expense, to make improvements or modifications of its facilities in the
Buckley-Alvey Loop west of Malin.

(4) Pacific shall permit Bonneville to make the improvements to the
Malin Substation specified in Exhibit A and shall pay a share of the
actual costs of such 1mprovements as specified in Exhibit A. Pacific's
ownership interest in such improvements shall be equal to the percentages
specified in Exhibit A.

(5> Except as provided for in paragraphs (1), (2), (3), or (&)
above, any improvements or modifications of the Buckley-Alvey Loop shall
be by mutual consent, which consent shall not be unreasonably withheld.
Except as provided for in paragraph (4) above, installation of any
equipment in the Malin Substation shall be made pursuant to the terms of
the Malin Substation Construction Agreement.

(6> At any time after Bonneville acquires an ownership interest in
or the right to use the Alvey-Meridian Line as provided in this Agreement,
if Bonneville determines additions or modifications to the Alvey-Meridian
Line are necessary to implement the Plan-of-Service or to maintain the
Rated Transfer Capability or Operatfonal Transfer Capability associated
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with such upgrade, Bonneville may by written notice cause Pacific to add
such equipment or make such modifications, and Bonneville and Pacific
shall share equally in the costs and ownership of such additions and
modifications. Pacific and Bonneville shall share equally any Incremental
Capacity resutting from such modification.

(d> Financing by Pacific.

(1) At Bonneville's request, Pacific shall arrange for the sale or
tssuance of obligations to finance Bonneville's costs associated with the
Southern Oregon Substation, the tap line to the COTP, and Bonneville's
acquisition of a 50 percent ownership interest in the Alvey-Meridian Line
as provided for in this Agreement. Such request shall be made in writing
and shall allow Pacific reasonable time to make such arrangements.
Bonnevilie shall have the right to approve or disapprove such arrangements
prior to the sale or issuance of any obligation or financing arranged by
Pacific pursuant to this paragraph. In the event Bonneville approves such
arrangements for financing, Pacific, to the extent it holds the proceeds
of the financing, shall keep such proceeds, net of the issuance costs,
separately identified and distinguished from all other Pacific funds.

(2) The proceeds of any financings, net of issuance costs, shail be
paid into a trust. Bonneville and Pacific shall mutually agree on a form
of trust agreement and the selection of a trustee. The.trustee shall pay
construction costs or amounts owing to Pacific, as applicable, together
with payments of any capitalized financing costs incurred during
construction and capitalized carrying costs on such costs, if any.

(3) Pacific shall attempt to obtain the least possible cost
financing available. Pacific shall not be required to seek financing
based on its own credit unless financing based solely on Bonneville's
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payment obligations is not available. Pacific need not make available to
Bonneville any financing opportunities that Pacific intends to use to
finance other Pacific costs. Pacific will not use any financing
opportunity that results from any financing proposal made at Bonneville's
request to finance any other Pacific costs.

(4) Pacific need not attempt any form of financing that:

(A May cause Pacific to become a Holding Company under the

Public Utility Holding Company Act of 1935, 15 USC § 79 et seq.:

(B) Hould be contrary to the restrictions of any law, order,
regulation, or judicial decree of any applicable jurisdiction; or

(C) HWould be contrary to any Pacific bond indenture, preferred
stock covenant, or other Pacific financial commitment.

(5) In addition to i1ts payment of operation and maintenance expenses
otherwise provided for in this Agreement, Bonneville shall reimburse
Pacific for any and all payments of principal and interest owing on
obligations issued by.Pacific and approved by Bonneville pursuant to
subsection 4(d). |

5. Rights of Use.

(a) Determination of AC Intertie Rated Transfer Capability and

Operational Transfer Capability. Pacific agrees that Bonneville may determine

the Rated Transfer Capability and Operational Transfer Capability of the AC

Intertie, provided such determination is in keeping with Prudent Utility

Practice, and further provided it does not have the effect of reducing

Pacific's ability to serve up to its Load Carrying Capability as specified in

this section.

{(b) Bonneville's Right to Use of Pacific's Malin-Meridian Line.

Commencing on the date Bonneville determines that the AC Intertie Rated
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Transfer Capability is at least 4000 MW and provided that Bonnevilie has
(1) acquired an interest in or right to use the Alvey-Meridian Line as
provided in this Agreement or (2) provided notice pursuant to paragraph
4(a)(1) and Pacific is unable to complete the Alvey-Meridian Line because of
an inability to obtain necessary permits and licenses, Pacific shall provide
Bonneville, at no charge, sufficient -capacity in the Malin-Meridian line for
Bonneville's AC Intertie transactions for itself or on behalf of other parties
to enable Bonneville to operate the AC Intertie at its Rated Transfer
Capability. To the extent modifications in the Malin-Meridian line are
vequired to effectuate this subsection the cost of such modifications shall be
borne equally by Bonneville and Pacific.

Pacific shal) operate and maintain the Malin-Meridian line to maintain the
Rated Transfer Capability on the AC Intertie in keeping with Prudent Utility
Practice.

(¢) Bonneville's Rights and Obiigations for Intertie Service. Pacific

agrees that Bonneville. has the right to operate the AC Intertie up to its
Rated Transfer Capabtlity or Operational Transfer Capability, subject to the
following terms and conditions:
(1> Bonneville shall provide reactive support to maintain the Rated
Transfer Capability of the AC Intertie.
(2) Bonneville shall provide transmission reinforcement to maintain
the Rated Transfer Capability of the AC Intertie.
(3) Bonneville shall not rate or operate the AC Intertie in a manner
that interferes with Pacific's use of 1ts Load Carrying Capabiltty as
described in paragaphs S(d)(1), 5(d)(2), and 5(d)(3) below. However,

Bonneville may make use of Pacific's unused toad Carrying Capability for

15



AC Intertie transacticns for itself or on behalf of other parties at no
additional charge, except as otherwise provided in this Agreement.

(d) Pacific's Rights and Obligations for Service to Load.

{1) Until such time as Pacific modifies its facilities as provided
in section B(1)}(c)(3)(a) of Contract No. DE-MS79-82BP90924, Pacific shall
have a Load Carrying Capability of 1150 MW.

(2) If the Alvey-Meridian Line is constructed, then Pacific'shall
have the right to serve Pacific's Load and parallel paths, pursuant to
section 10, up to the Load Carrying Capability specified as follows:

(A) If Bonneville pafticipates in the Alvey-Meridian Line, then

Pacific shall have a Load Carrying Capability of 1875 MW.

(B) If Bonneville does not participate in the Alvey-Meridian

Line, then Pacific shall have a toad Carrying Capability of 2350 MW

subject to the energization of any additional facilities agreed to by

the Parties under subsection 5(e).

(C) By the date when Pacific's Load is expected to exceed the

Load Carrying Capability recognized in subparagraphs 5(d)(2)(A) and

5¢d)(2)({B), Pacific shall provide additional facilities to supply

power to its Load Area.

(3) The Load Carrying Capability specified in this section may be
correspondingly iﬁcreased 1f new transmission facilities are constructed
or If modifications are made to transmission facilities that increase the
Load Carrying Capability. The effect of any such additions or
modification of transmission facilities on Load Carrying Capability shall
be established by mutual agreement of the Parties using the results of
joint planning studies conducted pursuant to paragraph 5(d>(4), and such
mutual agreement shall not be unreasonably withheld.
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(Q) Pacific's Load in its Load Area, and the date that such load is
expected to exceed the Load Carrying Capability, shall be mutually
determined by joint planning studies conducted annually, or as otherwise
mutually agreed, by Pacific and Bonneville in accordance with normal
utility planning criteria. Such studies shall be based on mutuaf?y agreed
to load forecasts for Pacific's Load, as well as records of actual metered
power flows on the then existing transmission lines serving the Load
Area. Pacific and Bonnevilie shall furnish any data reasonably required
for the Jjoint planning study.

(5> Pacific shall provide reactive support and internal transmission
reinforcement for Pacific's Load, including, but not 1imted to, $00/230 kV
transformation, and 230 kV and below transmission reinforcement. To the
extent Pacific fails to provide such reinforcements Bonneville shall not
be obligated to reduce the Rated Yransfer Capability or Operational
Transfer Capability of the AC Intertie.

(e) Planning for Facility Additions, and Participation in

Reinforcements. If the Alvey-Meridian Line is constructed and Bonneville does

not participate, Bonneville and Pacific recognize that in order to serve the
combined requirements of the Load Carrying Capability specified in
subparagraph 5¢d)>(2)(B) and the Rated Transfer Capability and Operational
Transfer Capabllity of the AC Intertie, facility additions will be required.
Based on preliminary studies, the 1ist of potential facility additions in
Exhtbit D was developed. Bonneville and Pacific agree that on the basis of
joint planning studies, conducted pursuant to paragraph 5(d)(4), a schedule
for the needed reinforcements will be prepared, and the Parties will be
obligated to participate in said reinforcements based on the cost share
specified. If either Party does not participate, then the Load Carrytng
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Capability, Rated Transfer Capability and Operational Transfer Capability of
that Party will be commensurately reduced, based on the principle that rights
and obligations on the presently existing system shall not be impaired.

(f) Pacific's Scheduling Rights Between 3,200 MW and 4,000 MHW.

Commencing on the date Bonneville determines that the Rated Transfer
Capability of the AC Intertie is at least 3,200 MW and until such time as
Bonneville determines that the Rated Transfer Capability of the AC Intertie ts
4000 MW or more, Pacific's Scheduling Rights at Malin Substation as described
in the Letter of Interpretation dated July 8, 1986, shall be increased by
0.125 M for each megawatt of Increase in the Rated Transfer Capability of the
AC Intertie between 3200 MW and 4000 MH. Such increase in Scheduling Rights
shall be subject to the following terms and conditions:

{1> To the extent Pacific has unused Scheduting Rights available in
any hour, such unused Scheduling Rights shall be available to Bonneville
for Intertie transactions at no charge.

(2> Any schedules by Pacific in .excess of the sum of 300 MK per hour
and the amount of additional scheduiing rights available to Pacific
pursuant to this subsection (f) shall be deemed to be transmitted over the
AC Intertie from John Day Substation, or any other AC Intertie delivery
point subsequently established by Bonneville, and shall be subject to
Bonneville‘s then-effective Intertie Access Policy, Pacific's rights under
other agreements, and the IS-85 Rate Schedule, or its successor, plus
Intertie losses. Bonneville shall provide transmission services to
Pacific pursuant to the same policies and rates that are generally
appticable to Bonneville's other Regional utility customers.

(3) To the extent Pacific schedules energy through Malin pursuant to
this subsection (f) and the Letter of Interpretation dated July 8, 1986,
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it shall pay Bonneville's IS-85 transmission rate, or its successor, on a
quantity of energy equal to the result of the following equation:

E =S - (800,000 + 2,667X)

Where:

E = Megawatt-hours of energy for which I5-85 wheeling
charges are to be paid

S = Megawatt-hours of energy scheduled by Pacific through
Malin during calendar year

X = Megawatts of additional scheduling rights available to
Pacific pursuant to this subsection (f)

(4) If insufficient capacity exists in the Midpoint-Malin line
segment for Pacific to use its Scheduling Rights of 300 MW per hour plus
the amount of additional scheduling rights available to Pacific pursuant
to this subsection (f), any tncrement shall be deemed to be transmitted
from the John Day Substation, or any other AC Intertie delivery point
subsequently established by Bonneville, and shall be subject to the IS-85
Rate Schedule, or its successor, plus Intertie losses. Transmission
servi&e over the Federal Transmission System shall carry charges and
losses as specified in the Midpoint-Medford Agreement.

(5) Pacific's Load Carrying Capability, as described in subparagraph
5¢d)(2)(b) shall be reduced by one and one-half megawatts for each one
megawatt of increased scheduling rights obtained by Pacific pursuant to
this subsection (f). ‘

(6) During times when the AC Intertie Operational Transfer
Capability is less then the AC Intertie Rated Transfer Capability,
Pacific's Scheduling Rights shall be an amount determined by multiplying
the Operational Transfer Capability by the ratio of 300 MW plus the
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additional Scheduling Rights obtained by Pacific pursuant to this
subsection (f) to the Rated Transfer Capability of the AC Intertie.

(g) Pacific's Scheduling Rights in Excess of 4,000 MA. Commencing on the

date Bonneville determines that the Rated Transfer Capahbility of the AC
Intertie is 4000 MW or more, neither the Letter of Interpretation dated
July 8, 1986, nor subsection (f) will be used to establish the extent of
Pacific's Scheduling Rights or Intertie charges to be paid by Pacific.
Instead, at such time, Pacific shall have Scheduling Rights of 400 MW under
the following terms and conditions:

(1) Pacific's rights to schedule 400 MW through Malin may be
scheduled to the Southern Oregon Substation, if such substation is
constructed and in service.

(2) To the extent Pacific has unused Scheduling Rights avatlable in
any hour, such unused Scheduling Rights shall be available to Bonneville
for AC Intertte transactions at no charge.

(3) Any deliveries by Pacific in excess of 400 MH per hour shall be
considered to be transmitted over the AC Intertie from John Day
Substat}on, or any other AC Intertie delivery point subsequently
established by Bonneville, and shall be subject to Bonneville's
then-effective Intertie Access Policy, Pacific's rights pnder other
agreements, and the IS-85 Rate Scheduie. or its successor, plus Intertie
losses. Bonneville shall provide transmission services to Pacific
pursuant to the same policies and rates that are generally applicable to
Borneville's other regional customers.

(4) If insufficient capacity exists in the Midpoint-Malin line
segment for Pacific to use its 400 MW per hour Scheduling Right, any
increment shall be deemed to be transmitted from the John Day Substation,
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or any other AC Intertie delivery point subsequently established by
Bonneville, and shall be subject to the IS-85 Rate Schedule, or its
successor, plus Intertie losses. Transmission services over the Federal
Transmission System shatl carry charges and losses as specified in the
Midpoint-Medford Agreement.

(5) During times when the AC Intertie Operational Transfer
Capability is Jess than the AC Intertie Rated Transfer Capability,
Pacific's Scheduling Rights at Matin as described herein shall be an
amount determined by multiplying the Operational Transfer Capability by
the ratio of the 400 MW to the Rated Transfer Capability of the AC
Intertie.

(6) If Paciflc's Load Carrying Capability has been reduced pursuvant
to paragraph 5(f)(5) then such reduction shall continue.

(h) Amendment of Midpoint-Medford Agreement. The second sentence of

section 4 of the Midpoint-Medford Agreement shall be amended to read:

. "The Company shall have the use of 240 megawatts of scheduling
capabitity in the Buckley-Summer Lake Line segment and Bonneville
shall have the use of 500 megawatts of scheduling capability above
the Company's 1,000 megawatts of capability in the Summer Lake-Malin
Line segment; provided however that such amounts shall increase to
340 and 1,000 megawatts respectively upon completion of facilities to
connect the Buckley-Summer Lake line to the AC Intertie or upon the
increase of the transfer capacity of the AC Intertie to
4,000 megawatts or more."

6. Upgrades of the AC Intertie Above Planned Upgrade. After

Bonneville has determined that the AC Intertie Rated Transfer Capability
is at least 4800 MW, but not more than 4900 MW, Bonneville and Pacific
agree that if any additions or changes to the Buckley-Alvey Loop or other
jointly owned faci\it1§s are required to increase the Rated Transfer

Capability of the AC Intertie, such additions or changes shall be by
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mutual consent of the Parties hereto, which consent shall not be
unreasonably withheld.

Bonneviile and Pacific shall have the right, but not the cobligation,
to participate equally in such increase in the AC Intertie Rated Transfer
Capability resulting from such additions or changes, and, if they do so,
each shall share equally in the costs of such additions or changes to the
Buckley-Alvey Loop or other jointly owned facilities required for such
increases.

7.  Scheduling.

(a) Bonneville and Pacific shall schedule through the Joint Intertie
Scheduling Office all schedules to southwest entities at the Malin and
Southern Oregon Substations.

(b) Pacific shall notify the Joint Intertie Scheduling Office each
recognized workday of the planned schedules over Pacific's parallel
facilities, as described and Yimited in section 10, for the following day
or days. Pacific shall also provide Bonneville's schedulers with all
preschedule modifications prior to the hour of such schedules in
accordance with standard scheduling practices.

8. Losses. The provisions of this Agreement may alter the losses
experienced on each Party's system. The Parties agree to assess the
impact of this Agreement on losses and equitably allocate compensation
for those losses.

9. Halvers.

(3) Pacific waives all rights under section 11(c) of the
Midpoint-Medford Agreement.

{(b> Except as specified in this Agreement, Pacific waives any claim
to any ownership share or right to use the AC Intertie Rated Transfer
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Capability or to additional Scheduling Rights based on its ownership of
(1) existing facilities as such facilities may be modified or (2) the
Alvey-Meridian Line,

10. Construction and Operation of Parallel Facilities.

(a) Pacific's right to construct and right to operate existing and
new interconnections with Pacific Gas & Electric Company or other
utilities adjoining Pacific's service territory in Southern Oregon and
Northern California in parallel with the AC Intertie shall be subject to
the following terms and conditions:

(1) The interconnection shall operate at 230 kV or below and
shall include a phase shifter, unless the Parties mutually agree that
a phase shifter is not required.

(2) On any given hour the sum of Pacific's Load and the
schedule on the parallel path shall not exceed the Load Carrying
Capability.

(3) Pacific's total Rated Transfer Capability on such

interconnections shall not exceed 300 MW, provided, however,

commencing on the date when the Rated Transfer Capability of the AC
Intertie is at least 4000 MW Pacific's Rated Transfer Capabiiity
shall not exceed 400 MH. The total Rated Transfer Capability shall
include the 100 MW Cottonwood Interconnection. The Operational
Transfer Capability shall never exceed the Rated Transfer
Capability.

(4) Pacific shall schedule as provided in subsection 7(b)
herein. In no case shall such schedules exceed the Operational

Transfer Capability of such interconnections.
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(5) Pacific shall make available to Bonneville telemetry of the
actual power flow over Pacific's parallel path interconnections.

(6> Construction or operation of such interconnections shall
not reduce or adversely impact the Operational Transfer Capability of
the AC Intertie. If Bonneville determines the operation of any such
interconnection reduces or impacts the Operational Transfer
Capability of the AC Intertie on any hour, and AC Intertie users have
need of additional Operational Transfer Capability on the AC
Intertle, upon Bonneville's request Pacific shall reduce schedules to
the extent needed to eliminate such impact. Pacific shall not be
required to reduce schedules on the parallel paths if the Operational
Transfer Capability of the AC Intertie ts reduced as a result of
outages on the AC Intertie.

(b} Pacific shall not construct, participate in, or allow new
interconnections for any 345 kV or above transmission lines or facilities
from any point on Pacific's system in Oregon to the existing two
Malin-Round Mountain-Table Mountain 500 kV tines or the COTP north of
Table Mountain.

11. Sale or Assignment.

{a) This Agreement shall inure to the benefit of, and shall be
binding upon, the respective successors and assigns of the parties to
this Agreement.

(b} Pacific and Bonneville agree not to sell, assign, lease,
sublease, or otherwise transfer this Agreement or any interest therein,
without the written consent of the other Party, such consent not to be
unreasonably withheld. Pacific and Bonneville also agree not to sell,
assign, tease, sublease, or otherwise transfer any direct or indirect
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interest in the Malin Substation, .Summer take-Malin line, Malin-Meridian
Tine, or the Alvey-Meridian Line, without the written consent of the
other Party, such consent not to be unreasonbly withheld, provided,
however, that Pacific's interest in such facilities may be conveyed to
fts respective trustees as security under a mortgage or deed of trust to
secure indebtedness without such written consent, provided that each such
trustee may act with respect to such interest only to the extent and in
the manner that such act would have been authorized under this Agreement.

(c) If Bonneville or Pacific is acquired in total by other entities
subsection 11(b) does not apply to such acquisition.

12. Extension of Existing Agreements.

Bonneville and Pacific agree that, with the exception of the
Midpoint-Medford Agreement, the termination dates of the Malin Substation
Construction Agreement and all agreements related to joint ownership or
interconnection on the Buckiey-Alvey Loop, including but not limited to
arrangements for the operation and maintenance of new facilities, shall
be the earlier of 30 years from: (1) the date that the Rated Transfer
Capability of the AC Intertie is increased above 4000 MW; or
(2) 2400 hours on December 31, 1995, provided that any such termination
shall not affect any ownership rights contained in such agreements.
Bonneville and Pacific agree that the following agreements require
amendments, revisions, or replacement and agree to negotiate in good
faith and execute sucﬁ amendments, revisions or replacement agreements:

(a) the Midpoint-Medford Agreement, Contract

No. DE-MS79-79BP90091;
(b) Contract No. 14-03-37013;
(¢) Contract No. 14-03-62876;
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{d} Contract No. DE-MS79-83BP90909;

(e} Contract No. 14-03-29245;

(f)> Contract No. DE-MS79-84BP31692: and

(g) associated Transmission Agreements, including, but not
limited to transmission service to Pacific's retail load over the
Federal Columbia River Transmission System to Pacific's
interconnection at Alvey Substation when the 500 kV Alvey-Meridian
L¥ne is energized,

13. Execution of Other Agreements. Bonneville and Pacific agree to

negotiate in good faith and execute construction agreements, operation
and malntenance agreements, transmission agreements, and other such
agreements that may be required to implement the provisions of this
Agreement.

14. Arbitration. In the event of any dispute related to rights or
obligations of the Parties, or satisfaction thereof, under this
Agreement, 1ncluding but not 1imited to the amount or reasonableness of
costs, identification of exclusive use facilities, extent of amortization
of past costs, and the reasonableness of withholding consent, elither
Party may elect to submit such dispute to nonbinding arbitration. If one
Party so elects, such Party shall notify the other Party in writing and
both Parties shall participate pursuant to the following.

(a) If the Parties cannot agree on an arbiter within 30 days of such
nottfication, the notifying Party shall request the American Arbitration
Association to designate an arbiter with sufficient expertise in the
subject under dispute.

(b) After an arbiter {s agreed to or destgnated, the arbiter shall
establish a schedule for submission.of the Parties' written positions.
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The Party electing the arbitration shall first state fts position in a
letter to the arbiter. The second Party shall then state its positian in
a letter to the arbiter. The first Party may then submit a response to
the second Party's position and the second Party may thereafter submit a
reply to the first Party's response.

(¢) Each letter submitted to the arbiter shall be no more than
5 pages in length, unless the Parties otherwise mutually agree. The
Parties may attach exhibits that they consider relevant to the dispute.

A copy of each submission also shall be simultaneously served on the
other Party.

(d> The arbiter shall provide the Parties with a written analysis of
the dispute, and his or her proposed resolution of the dispute.

(e) The Parties shall equally share the fee and other costs of the
arbiter.

In the event neither Party submits the dispute to nonbinding
arbitration or if either Party elects not to accept the finding of the
arbiter, the Parties may elect other approaches, including litigation, to
resolve the dispute.

15. Rules of Law.

(a) Pacific and Bonneville agree that each fully participated in the
drafting of each provision of this Agreement. The rule of law
interpreting ambiguities against the drafting Party shall not be
applicable to or utilized in resolving any dispute over the meaning or
intent of this Agreement or any of its provisions.

(b} The construction and interpretation of this Agreement shall be

governed solely by Federal law.
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(c) This Agreement shall not be construed to establfsh a
partnership, association, joint venture, or trust. Neither Party shall
be under the control of or shall be the agent of or have a right or power
to bind the other Party without the other's express written consent,
except as provided in this Agreement.

16. Delay of Performance. The time for each act specified in this

Agreement shall be extended for a time equivalent to such delays, if any,
as are occasioned by events which the Party heretc obligated to perform
such act could not be reasonably expected to avoid by the exercise of
reasonable diligence and foresight.

17. Requiatory Jurisdiction. The provisions of this Agreement are

subject to such regulatory agencies having jurisdiction thereof. Nothing
contained herein shall be construed as affecting in any way the right of
Pacific to make application unilaterally to the FERC for a change in
rates, charges, classification, or service, or any rule or regulation, or
contract relating thereto, under section 205 of the Federal Power Act and
pursuant to the Commission's Rules and Regulations promulgated thereunder.

18. Severability and Breach.

(a) It is the intention of the Parties that the provisions of this
Agreement be severable in the event that any of such provisions, or
portions thereof, are held to be i1llegal, ¥nvalid or unenforceable by a
court of competent jurisdiction; provided that if section 10, or any
portion thereof, 1s found to be iliegal, invalid or unenforceable by a
court of competent jurisdiction, Bonneville shall have firm transmission
rights to 50 percent of the total Rated Transfer Capability of any
parallel interconnections other than the 100 MW Cottonwood
Interconnection between Pacific and Pacific Gas & Electric or other
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utilities adjoining Pacific's territory in southern Oregon and northern
California. In any legal proceeding, Bonneville and Pacific shall act in
good faith to defend the enforceability of all provisions of this
Agreement,

(b) The Parties agree that breach of this Agreement, or any of its
provisions, will cause irreparable harm and that the appropriate remedy
is injunctive relief.

19. Definitions.

(a) AC Intertie. For the purposes of this Agreement, the AC
Intertie consists of transmission facitities for transferring power and
energy between Oregon and California as follows: two 500 kV lines
extending from and including portions of the John Day Substation to and
including a portion of the Malin Substation; a portion of the
Buckley-Summer Lake 1ine; Bonneville's rights in the 500 kV Summer
Lake-Malin line; and, if Bonneville requires, subject to the provisions
of this Agreement shall include: the use of the 500 kV Meridian-Malin
1ine; the Southern Oregon Substation; and Bonneville‘'s ownership of or
rights to use the planned 500 kV Alvey-Meridian Line.

(b) Alvey-Meridian Line. The 500 kV transmission line facilities

and substations planned by Pacific that will extend from the
tnterconnection with Bonneville‘'s system at Spencer or the Alvey
Substation, or the vicinity thereof, to Pacific's Meridian Substation
near Medford, or the successor to such planned line.

(¢) Buckley-Alvey Loop. The 500 kV transmission lines, facilities,

and substations from Buckley Substation south to Summer Lake Substation,
continuing south to Malin Substation, west to Meridian Substation,
including the Southern Oregon Substation, and the Alvey-Meridian Line.

29



(d) COTP. The 500 kV transmission line proposed by the
California-Oregon Transmission Project, or a successor line, which will
operate in parallel with the existing 500 kV AC Intertie in California.

(e) Scheduling Rights. Pacific's right to schedule through the

Malin Substation as provided in this Agreement and as recognized in and
under the terms and provisions of the Midpoint-Medford Agreement and the
Letter of Interpretation.

(f> Incremental Capacity. For the purpose of this Agreement,

Incremental Capacity means capacity realized through the construction of
the Alvey-Meridian Line in excess of the capacity on the existing 230 kV
Alvey-Meridian Line that must be removed as a result of construction of
such 500 kV 1line.

{g)> Joint Intertie Scheduling Office. The group of Bonneviile,

Pacific, and Portland General Electric schedulers presently located at
Bonneville's Dittmer Control Center in Vancouver, Washington, that said
entities from time-to-time appoint and designate to schedule energy over
the Intertie as originally established pursuant to the Exportable
Agreement, Contract No. 14-03-73155.

(h) Load Area. The geographic area encompassing portions of
Southern Oregon and Northern California which fs generally south of
Eugene, Oregon and Bonneville's Summer Lake Substation and west of Burns,
Oreqgon. Such geographic area shall be iimited to:

(1) That area in which Pacific is authorized to provide retail
electric service, now and in the future; and
(2) That area in which Pacific provides wholesale electric
service at the date of execution of this Agreement;
provided that such areas are normally within Pacific's load control area,
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connected to Pacific's transmission system, and served by the
transmission lines in Exhibit E.

Revisions 1o the Load Area shall be by mutua! agreement of the
Parties, and such agreement shall not be unreasonably withheld.

(1) Load Carrying Capability. The capability of Pacific's

transmission system, as specified in Exhibit E, serving the Load Area and
parallel paths as lTimited by section 10 to provide firm transmisston
service in accordance with Prudent Utility Practice.

(j) Operational Transfer Capability. Rated Transfer Capability less

reductions caused by, but not limited to, physical limitations beyond the
control of the parties, operational 1imitations imposed by California
utilities, 1ine or equipment outages, stability limits or loop flow.

(k) Plan-of-Service. The project plans that Bonneville develops to

realtze an increase of the AC Intertie Rated Transfer Capability up to
approximately 4800 MW, which shall include but are not necessarily
limited to plans, schedules, costs, and facility and equipment
requirements.

(1) Pacific's Load. Pacific's net firm toad obligations within the
Load Area excluding Bonneville‘*s Surprise Valley Electric Cooperative
Load transferred by Pacific pursuant to Contract No. DE-MS79-82BP90049.

(m) Prudent Utility Practice. At any particular time, the generally

accepted practices, methods, and acts in the electrical utility Industry
prior thereto or the practices, methods or acts, which, in the exercise
of reasonable judgment in the light of the facts known at the time the
decision was made, could have been expected to accomplish the desired

result consistent with reltability and safety.
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(n) Rated Transfer Capability. The ability of a transmission line

or system to transfer power in & retiable manner as determined in

accordance with Prudent Utility Practice.

(0o} Southern Oregon Substation. The substation where the COTP

interconnects with the AC Intertie iﬁ the Pacific Northwest.
IN RITNESS WHEREOF, the Parties hereto have executed this Agreement
in several counterparts.
UNITED STATES OF AMERICA

Department of Energy
Bonnevillte Power Administration

By /s8/ Peter T. Johnson

Administrator

Date _ JUL 08 1986

PACIFIC POWER & LIGHT COMPANY

By /s/ _Rodney M Boucher

Title Vice President

Date July 8, 1986

(WP-PKT-0672e)
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Exhibit A, Page 1 of 2

Contract No. DE-MS79-86BP92299

SHARING OF COSTS IN CURRENT PLANS FOR MODIFICATION OF MALIN SUBSTATION

Description

Planned
Energizaticon
Date

Total

($000)

PP&L
Share

Replacement of the Substation Data
System (SUDS) with Modern Sequential
Events Recording System (SER).

Replacement of two oscillographs with
one 32-channel, digital oscillograph
with pre-fault capability.

Replacement of Sangamo P30F revenue
meters with solid state type meters.

Replacement of 50A, 125 VDC battery
chargers with two 75A, 125 VDC
chargers.

Stability Control Upgrade
Phase 1:

Parts 1 and 2: Separate AC and HVDC
Intertie stabitlity controls; add
redundant single-line-loss generator
dropping from PG&E; reconfigure
out-of-step lockout relays at Malin.

Part 3: 1Improve ¥ine loss logic;
replace obsolete transfer trip
equipment.

Phase 2:
Overbuild existing AC Intertie
stability controls with an
independent stability control set
(Set 2).

Phase 3: Preliminary Planning Stage

HVDC Modulation improvements at Malin.

Main control house expansion.

Sep 1986

Oct 1986

Oct 1986

Dec 1986

Completed

Oct 1986

Dec 1988

Dec 1990
Dec 1987
June 1987

272

817

39

17

117

313

900

25%

25%

25%

25%

25%

25%

25%

to be determined

150
300

25%

25%
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Contract No. DE-MS79-86BP92299

SHARING OF COSTS IN CURRENT PLANS FOR MODIFICATION OF MALIN SUBSTATION

Planned
Energization Total PP&L
Description Date {3000} Share
8. Add two 500-kV power circuit breakers, Qct 1988 2,200 25%
required disconnect switches and
required buswork.
9. Replace line and breaker protective Oct 1988 500 25%
relays on Malin-Round Mountain
No. } & 2 lines.
10. Add a second 500/230-kV transformer Oct 1989 - 100%
on the north 500-kV main bus for
service to Pacific's So. Ore. load.
11. Add two groups of 204.6 MVAR shunt Dec 1990 3,000 0%

capacitor banks in the 500-kV yard.

(WP-PKT-0672e)



Exhibit B, Page 1 of 3
Contract No. DE-MS79-86BP92299

ANNUAL CHARGE COMPONENT FOR TRANSMISSION
FACILITIES OWNED BY PACIFIC

Return on Investment.

Return on Investment shall be the Investment Base multiplied by the Rate
of Return, each as determined below:

1. The Investment Base for determining return on investment shall be the
gross initial investment during the initial 12 months of billing for
the facility and thereafter the net investment base at the beginning
of the subsequent 12-month period. Such net investment base shall be
gross initial investment less accumulated book depreciation and
salvage credits. Such salvage credits shall be applicable if
portions of the initial investment are subsequently removed or
replaced.

2. The Rate of Return on investment shall be the weighted average of the
component rates determined pursuant to subitem (a) below for
long-term debt, subitem (b) below for preferred stock, and
subitem (c) below for common stock equity. Heighting for each
component shall be its respective proportion of Pacific's capital
structure at the end of the month before the date the facility is
ready for operation.

(a) The long-term debt interest rate shall be the effective cost
rate to Pacific of the most recent issue of long-term bonds,
excluding inapplicable speclal purpose debt issues, in the
15-month period prior to the date the facility is ready for
operation. 1In the event there are not bond issues within the
said 15-month period, then an estimated bond interest rate shall
be used in the billings until such time as there is a bond
fssue, at which time all prior billings using the estimated bond
interest shall be adjusted to reflect the actual cost to Pacific
of the first bond issue subsequent to the date the facility is
ready for operation. If such bonds are refunded, the rate shall
be adjusted accordingly.

(b) The preferred stock earnings rate shall be based on the
effective annual cost to Pacific of the most recent issue of
preferred stock within the 15-month period prior to the date the
facitity 1s ready for operation. In the event there are not
preferred stock issues within the said 15-month period, then an
estimated preferred stock rate shall be used in the billings
until such time as there is an issue, at which time all prior
billings using the estimated preferred stock rate shall be
adjusted to reflect the actual cost to Pacific of the first such
1ssue subsequent to the date the facility is ready for
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operation. If such preferred stock is refunded subsequently,
the rate shall be adjusted accordingly.

(c) Common stock equity earnings shall be that maximum percentage
allowable by the Oregon Public Utility Commissioner at the time
billing is made.

Book Depreciation.

Bock depreciation charges shall be calculated on a straight-line rate
based on a life of 45 years or such other life as may be applicable
to Pacific's transmission facilities in Oregon utilized hereunder.

Income Tax.

Income tax requirements attributable to the Return on Investment
determined pursuant to item A hereof shall be calculated using the
following:

1, Actual Federal and state income tax rates in effect at the time
billing is made.

2., Tax depreciation computed in the same manmer as book
depreciation and based on the 1ife assumption utilized for book
purposes.

3. Total initial investment for tax purposes deemed to be equal to
total initial book investment, the entire amount of which fis
considered to be depreciable.

Property Taxes.

Property taxes shall be estimated for the current billing year.
Adjustment to actual tax rates in the areas traversed by the
transmission facllities shall be made when actual data is known for
said year.

Other Taxes.

Other taxes related to the facility shall be estimated for the
current billing year. Adjustment to actual tax rates shall be made
when actual data s known for said year.

Direct Operation and Maintenance Expense.

Direct operation and maintenance expense shall be that expense

incurred, including appropriate allocable costs not included in
item G below. In the absence of actual operation and maintenance
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figures associated with the investment in each transmission station
or transmission line facility, operation and maintenance expense for
the respective type of facility shall be determined by multiplying
the investment in such facility by the ratio that Pacificg's total
system transmission station or transmission line operation and
maintenance expense, including appropriate allocable costs not
included in item G below, bears to Pacific's total system or
transmission line investment for the year of billing. Such amounts
will be calculated on an estimated basis unti) reporting the actual
year is available.

G. Administrative and General Expense.

Administrative and general expense shall be the same percentage of
operation and maintenance expense determined pursuant to item F above
as total system administrative and general expense, less insurance
costs Inctuded therein, bears to total system operations and
maintenance expense, excluding fuel, purchase power, wheeling and
administrative and general expense, for the year of billing.
Estimated amounts will be used until report for the actual year is
available.

H. Horking Capital Expense.

Working capital expense shall be 15.0 percent of the total of 1/8 of
annual operation and maintenance expense determined pursuant to

ftem F above, plus material and supplies associated with the
facilities for the most recent year report.

I. Insurance Expense.

Insurance expense shall be actual insurance expense assoclated with
the facilities for the year of billing, or a reasonable allocation of
such expense to the facilities.

J. Annual Charges for Additional Investment.

Annual charges resulting from capttal investments in replacements or
betterments made to a facility shall be computed in accordance with
jtems A through 1 above. Life for book depreciation purposes will be
deemed to be the. shorter of: (1) the economic 1ife of the
replacement or betterment; or (2) the remaining 1ife of the orfiginal
facility.

(WP-PKT-0672¢e)



Exhibit C, Page 1 of |
Contract No. DE-MS79-86BP92299

ALVEY TO MERIDIAN INVESTMENT ALLOCATION

1986 §
ESTIMATED
TOTAL ALLOCATION
FACILITY COST x103 PPEL BPA

Alvey Sub 2-PCB's (BPA $ 4,300 50 50
Alvey-Spencer 500 kV Line 1/ 1.7 mi Project) 2,200 50 50
Spencer-Dixonville 500 kV Line 1/ 58.6 mi 28,000 50 50
Dixonville-Meridian 500 kV Line 1/ 74.6 mi 44,800 50 50
Dixonville Sub Transf 8,200 100 0

" 2-PCB's 3,200 50 50

" 2-110 MVAR Reac. 4,500 50 50
Meridian Sub 2-PCB's 3,100 50 50

" 1-110 MVAR Reac. 2,300 50 50

! Transf 8,200 100 0
Communications & Control 2,300 50 50
(includes capability for single pole relaying)
SERIES CAPACITORS

Marion 329 MVAR-2400A 5.820 0 100

Dixonville 195 MVAR-2000A 4,100 50 50

Meridian 205 MVAR-1800A 4,300 50 50

1/ Includes costs of removal of any existing 230 kV facilities and also includes
permitting and incremental right of way costs.

(WP-PKT-0672e)
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SHARING OF COSTS Of POTENTIAL REINFORCEMENTS IF
ALVEY-MERIDIAN IS BUILT AND BONNEVILLE DOES NOT PARTICIPATE

FACILITY Pacific Bonneville
Share (L) Share (%)

1. Upgrade existing series capacitors at Bonneville's Bakeoven,

Fort Rock, Sand Springs, and Sycan Stations to 1800 A 0 100
2. Loop Ashe-Marion 500-kV 1ine into Buckley 0 100
3. Add series capacitors to Malin-Summer Lake (70% Compensation) 100 0
4. Add series capacitors to Alvey-Meridian Line (50% Compensation) 100 0
5. Loop Ashe-Buckley 500-kV line into Slatt 0 100
6. Alvey-Lane 500-kV line 0 100

(KWP-PKT-0672¢)



Pacific's Load Area

transmission lines:

(HP-PKT-0672¢)

i.

Pacific's
Pacific's
Pacific's
Pacific's
Pacific’'s

Pacific's

Exhibit E, Page 1 of |
Contract No. DE-MS79-86BP92299

LINES SERVING
PACIFIC'S LOAD AREA

Is the area serviced by the following existing

Malin 500-230 kV transformer
Yamsey«Chiloquin 230 kV line
Alvey-Dixonville 230 kV line
Spencer Tap-Dixonville 230 kV line
Reston-Dixonville 230 kV iine
Malin-Meridian 500 kV 1ine
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Department of Energy
Bonneville Power Administration
P.O. Box 3621
Portland, Gregon 97208-3621

OFFICE OF THE ADMINISTRATOR

AUG ¢ ¢ 1991

In reply reler 10:

PMTI

Amendment No. 1
Contract No. DE-MS79-B6BP92299

Mr. Thomas Lockhart, Vice President
Power Systems

PacifiCorp Electric Operations

920 SH. Sixth Avenue

Portland, OR 97208

Dear Mr. Lockhart:

Pursuant to subsection 4(a) of Contract No. DE-MS79-86BP92299, as amended,
(Intertie Agreement) between PacifiCorp Electric Operations (Pacific) and
Bonneville Power Administration (Bonneville), Bonneville hereby provides
Pacific notice that, effective on the Effective Date, Bonneville 1s exercising
fts option to acquire a fifty percent undivided ownership interest in the
Alvey-Meridian Line, as defined in such agreement and as modified herein.
Pacific and Bonneviile hereby agree to amend the Intertie Agreement by .
supplementing 1t with the following provisions, and replacing Exhibit C to &
such agreement with the attached Revision No. 1 to such Exhibit.

1. Completion of the Alvey-Meridian 500 kV Line.

{a) Design and Construction. Pacific and Bonneville shall use best
efforts to complete the Alvey-Meridian Line by November 1993.
Pactfic shall destgn and construct the Dixonville S00 kV Substation
fncluding the series capaclitors, the terminal facilitles at Meridian
Substation for the Dixonville-Meridian Line including series
capacitors, and the Alvey-Dixonville portion of the Alvey-Meridian
Line (Alvey-Dixonville Line) and the Dixonville-Meridian portion of
the Alvey-Dixonville Line (Dixonville-Meridian Line). Bonneville
shall design and construct the Alvey 500 kV Substation (Alvey
Substation) including the Alvey Substation serles capacitors. The
Parties shall seek opportunities to utillze the capabilities of the
other to minimize the installed cost and operation and maintenance
cost and maintain schedules. The Parties shall agree at a later date
upon the prudent design and construction of the Dixonville-Meridian
Line, Dixonvilie 500 kV Substation series capacitors, and the
Meridian Substation series capacitors. Each Pariy shall have the
right to comment on the design and construction to be performed by
the other Party.



(b) Mai ration. Pacific shall assume system
operation and maintenance responsibilities of the Dixonville 500 kV
Substation including the series capacitors, the terminal facilities
at Meridian Substation for the Dixonville-Meridian Line including the
series capacitors, and the Alvey-Meridian Line. Bonnevilie shall
assume system operation and maintenance responsibilities of the Alvey
Substation including the series capacitors. The Parties shall
jointly develop maintenance standards and responsibilities that seek
to 1imit the total annual operation and maintenance charges. Payment
for operation and maintenance costs assoctiated with these facilities
shall be as specified in the Intertie Agreement, including Revision
No. 1 to Exhibit C.

(c) Ownership.

(1) Pacific and Bonneville shall have undivided joint ownership
of the Alvey-Meridian Line based upon the ownership percentages
specified in Revision No. 1 to Exhibit C of the Intertie
Agreement.

(2) Pacific and Bonneville shall have undivided joint ownership
of incremental land acquisitions necessary to complete the
Alvey-Mertdian Line. Pacific shall convey to Bonneville any
rights of use of Pacific's existing land sufficient to allow
Bonneville to facilitate use of i1ts right to fifty percent of
the Incremental Capacity and ownership.

(3) The transfer of property titles (equipment, land, etc.) by
the Parties in order to provide for undivided joint ownership
shall occur at the time of energization of the Alvey-Meridian
Line.

(4) Ownership of the communications systems shall be determined
in accordance with section 6. -

(d)> Expansion of Facilities.

(1) Pacific shall have the right to modify the Dixonville

500 kV Substation and Meridian Substation, at its expense, as
necessary for future required faciltities without agreement by
Bonneville, provided that Bonneville's ownership right to fifty
percent of the Incremental Capacity of the Alvey-Meridian Line,
as defined in the Intertie Agreement (Incremental Capacity), is
not diminished.

(2> Upon expiration of the Intertie Agreement, Bonneville shall
have the right to make additional facility connections at the
Meridian Substation, at 1ts expense, to facilitate use of its
right to fifty percent of the Incremental Capacity, provided
that such new connections do not increase loadings on Pacific's
exclusively-owned facilities, diminish Pacific’'s rights to the
Alvey-Meridian Line, or adversely impact Pacific's system.
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(3) Bonneville shall have the right to modify the Alvey
Substation, at its expense, as necessary for future required
facilittes without agreement by Pacific, provided that Pacific's
ownership right to fifty percent of the Incremental Capacity is
not diminished.

(4) Upon expiration of the Intertie Agreement, Pacific shall
have the right to make additional facility connections at the
Alvey Substation, at tts expense, to facilitate use of its

fifty percent share of the Incremental Capacity, provided that
such new facility connections do not increase loadings on
Bonneville's exclusively owned facilities, diminish Bonneville's
rights to the Alvey-Meridian Line, or adversely impact
Bonneville's system.

(e} Cost Sharina/Payment. Cost sharing for design and construction
of the Alvey-Meridian Line shall be as specified in Revision No. 1 to
Exhibit C. The Parties agree to develop mutually agreeable terms and
conditions for payment for design and construction of the Iine. Such
terms and conditions shall include provisions for progress payments,
vecognition of any payments made by either Party, or expenses
incurred by efther Party that are associated with the interim
agreements (Contract Nos. DE-MS$S79-90BP92901, DE-MS79-918P93112,
DE-MS79-918P93112, and DE-MS79-90BP93070) between the Parties as
replaced by this amendment.

Contract No. DE-MS79-90BP92901

sﬁall terminate as of the Effective Déte of this amendment.

Captain Jack Substation Connection/Terminal.

(a) Contract No. DE-MS79-91BP93112 shall terminate as of the
Effective Date of this amendment.

(b) Pacific and Bonneviile agree to equally share the cost of the
following work performed by Pacific:

(1) procurement of the right-of-way from the Mertdian-Malin
transmission 1ine structures to Captain Jack Substation;

(2) design and construction of the new 500 kV transmission line
from Meridian-Malin 500 kV line structures to the Captain Jack
Substation dead end towers;

(3) removal of certain Meridian-Malin 500 kV transmission line
facilities; and

(4) design and construction of the strain bus connection
between the Captain Jack dead end towers in Bay 3 to connect the
Meridian-Malin line segments.

(c) Pacific and Bonneville agree to equally share the cost of the
following work performed by Bonneville:



(1) design and construction of Captain Jack Substation dead end
structures at Bay 3; and

(2) design and construction of power circuit breakers and
associated Bay 3 terminal equipment including relays, and
facilities to connect the Meridian-Malin line.

(d)> Pacific shall own the land, right-of-way, power circuit
breakers, terminal equipment including relays, and facilities up to
the dead end towers, the dead end towers, and the strain bus between
such towers at Bay 3.

(ey Bonneville shall assume system operation and matntenance
responsibilities for all facilities at Captain Jack Substation except
terminal Bay 3 relays and communications owned by Pacific, which
shall be assumed by Pacific.

Sycan.

(a) The following provisions of Contract No. DE-MS79-918P93157 shall
terminate as of the Effective Date of this amendment:

(1) payment provisions specified in Section 4 and Exhibit A,

(2) cost sharing provisions specified in Sections 5 and 6;
. however, the duties of the Parties described in such
Sections shall remain; and

(3) ownership provisions specified in Section 7; provided,
however, Pacific shall own the protective relays for the Summer
Lake-Malin terminals pursuant to Reviston No. 1 to Exhibit C of
the Intertie Agreement.

(b) Contract No. DE-MS79-90BP93070 shall terminate as of the
Effective Date of this amendment.

(c) Bonneville shall design and construct the series capacitors.
Bonneville shall pay the design and construction costs and own the
series capacitors unti] the Parties reach agreement pursuant to
subsection 4(f) below.

(d) Bonneville shall operate and maintain the Sycan Compensation
Station, inciuding the series capacitors and bypass switch and
associated structures; provided, however, the Summer Lake-Malin
terminal relays shall be operated and maintained by Pacific. Payment
for such operation and maintenance costs shall be as specified in
Revision No. 1 to Exhibit C of the Intertie Agreement.

(e) The Sycan dead end tower shall be operated and maintained by
Pacific.

(f) The Parties shall mutually agree to the terms and conditions for
cost sharing for the Sycan series capacitors, bypass switch and



associated structures, Summer Lake-Malin terminal relays, Summer
Lake-Malin communications down-1ink, and dead end tower.

5. rdin rati . The Parties shail jointly develop
coordinated operating procedures for the Alvey-Meridian Line, Captain Jack
Substation, and Sycan Compensation Station such that Bonneville may
adequately perform as the system operator for the combined AC Intertie,
and that maximize the Operational Transfer Capability of the AC Intertie
and maximize Pacific's capability to serve its southern Oregon and
northern California loads pursvant to Section 5(d)(2)(A) of the Intertie
Agreement. '

6. Communications. The Parties are in substantial agreement as to the
terms, conditions, and ownership associated with requirements for
communication facilities and equipment described herein, and shall
complete such terms and conditions as soon as practicable following
execution of this amendment. Such terms and conditions shall be
incorporated tn a separate agreement.

7.  Liability. The Parties agree that If any injunction is issued by a

court of competent jurisdiction against efther Party's implementation of

this amendment, such injunction shall not constitute a basis for a breach
of contract act1on.

8. Effective Date. This amendment shall be effective on the later of:
(a) the issuance of a biological opinion by the United States Fish
and Hildlife Service regarding the northern spotted owl which is
acceptabte to both Parties; or

(b) the date Bonneville receives a copy of this amendment signed by
Pacific (Effective Date)}.

If this amendment 1s acceptable to Pacific, please sign and return one copy to
Bonneville. The remaining copy is for your fliles. Please have your staff



contact Allen Burns, at (503) 230-3367, to establish a schedule for
discussions made necessary by the execution of this amendment.

Sincerely,

/s/ JAMES J. JURA 2,,4,,,00'

~

d inistratgb/,

ACCEPTED:

PACIFICORP ELECTRIC OPERATIONS

./_'_".—— - /'//L
By _ //z’/ € 7 /s/ THOMAS A. LOCKHART
Thomas A. Lockhart

Title Vice President

Date August 16, 1991

Effective Date _November 18, 1991

(VS6-PMTI-6802d)
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DEPARTMENT OF ENERGY
acting by and through the
BONNEVILLE POWER ADMINISTRATION
and
PACIFICORP
Index_fo Sections
______________________________ g;gg
1. Term of Amendment. .. ... ...t iiiiin s iiieirirnerenannnnns 3
2. Termination of Prior Agreement....... .. ..o i, 4
3. Definitlons. .. ittt e 4
4. Revision of Exhibits. .. ittt iiiirininanneiaann 8
5. Accoﬁnf!ng and Record Keeping............... Cerrreeieerie e 9
6. Capital Budgets.......i.uirnriiiinainisiensosnisannsonansoanens 10
7. Payment Provisfons...........coiiiiiiiiits et eiees e 10
8. Audit............ ..., e eederiaeas Gt tereaae it 15
9. Ownership of Facilities................ ettt eenaaee et 17
10. Operation and Maintenance of Facilitles........ ..ol 17
11. Environmental Requirements e e e e 18
12, Capital Replacements. . ......iiiiiiiinreaiinnoreiarnnnainonannns 20

13. Decommissioning Costs. .. .. .ottt iiianiaeinnans 20



14. Land and Improvements. ... . .. i inanat s 20

E IR TP | o 3 I o4 - 23
16, LYab ity . o e i i 24
Exhibit F (Plan of Service). ... ... i i - | 8
Exhibit G (Bonneville Cash Flow).... ...t iaiiiiiiienannanns 8
Exhibit H (Pacifiéorp Cash FIoW) . oo ittt i snearananas e B
Exhibit I (Land Drawings) ... .. ittt ittt e irasriasnenan 8
Exhibit J (Capital Replacements)...... ..o iiimiinianrnann PN 8
Exhibit K (Calculation of O&M Charges) ... .. oo einvaoinnvnsnanarnras 8

- mm mm e mm am e e mm ms mm ma v oms mm M mm MR mm a em Em e e e dm mm ww Mm e m e e Em m ay Es e -

This AMENDATORY AGREEMENT NO. 2 to the Intertie Agreement, Contract
No. DE-MS79-86BP92299, executed March 16 1993, by the BONNEVILLE POWER

ADMINISTRATION (Bonneville) and PACIFICORP with its principal office in
Portland, Oregon (heretnafter collectively referred to as "Parties" and
tndividually as "Party™). '

WITNESSETH:

WHEREAS the Parties hereto desire to make progress payments towards the
design and construction of those facitities identified in Exhibit C to the
Intertie Agreement, as amended; and

WHEREAS the Parties have entered into an Interim Payment Agreement,
Contract No. DE-MS79-928P93772 (Interim Payment Agreement), as amended, which
provides for parttal payment by Bonneville to PacifiCorp §n the net amount of
$10,000,000 for each Party's costs through May 31, 1992, related to the
Alvey-Meridian Line and the AC Interfie (such payment represents a $16,000,000
payment to PacifiCorp and a $6,000,000 payment to Bonneviile); and

WHEREAS the Parties have entered 1h£o a Cooperative Communication

Agreement, Contract No. DE-MS79-92BP93740 (Communications Agreement), which



provides for, among other things, construction of microwave communication
facilities neaded for the AC Intertie (Intertie Communication facilities); and

WHEREAS the Parties have entered into a Remedial Actton Scheme Agreement,
Contract No. DE-MS79-92BP93039, which provides for, among other things, cost-
sharing and payment by the Parties for the remedial action scheme equipment
needed to support the rated transfer capability of the AC Intertie; and

WHEREAS the Parties have entered into the Sycan Interconnection Agreement,
Contract No. DE-MS79-92BP93644 (Sycan Interconnection Agreement), which
provides for, among other things, the installation and connection of series
capacitors and related equipment (Sycan Additiom) to PacifiCorp's Summer
Lake-Malin 500 kV transmisston line at the Sycan Compensation Station and
Summer Lake and Malin Substations; and

NOM, fHEREFORE. to establish the Parties' payment obligations throuéhout
the construction phase of the Alvey-Meridian Line; the Alvey, Dixonvif]e.
Meridian, and Captain Jack 500 kV Substations; the Sycan Addition; and the
Parties' Intertie Communication Facilities; and for continued obligations
related to the AC Intertie, the Parties agree to the following:

1. Term of Amendment. This Amendatory Agreement No. 2 shall be
effective on the date of execution (Amendment Effecttve Date) and shall remain
In effect conéurrently with the Intertie Agreement. All liabilities incurred
hereunder shall be preserved until satisfied. Section 1 of the Intertie
Agreement 1s hereby amended to include "Prior to the termination date of this
Agreement, and no later than December 31, 2009, the Parties will commence
negotiations for a follow-on agreement concerning services associated with the
AC Intertle unless this Agreement is extended past 2016 then the Parties will

commence negotiation of a follow-on agréement 7 years prior to termination.”



2. Termipation of Prior Agreement. The Interim Payment Agreement is
hereby terminated upon the Amendment Effective Date. All obligations and
liabtlities incurred thereunder have been satisfied.

3. Definitions.

(a) Section 19(0) of the Intertie Agreement is hereby amended to read:

"(o) Captain Jack Substation. The Substation where the COTP
interconnects with the AC Intertte {in the Pacific Northwest and is
somettimes referred to as the Southern Oregon Substation."

(b) Section 19 of the Intertie Agreement is hereby amended to add the
following dafinitions:

"(p) Actual Costs are Bonneville and PacifiCorp Direct Costs, Indirect

Costs, Overhead Costs, A?UDC, Interest and Credits as defined herein which

are recorded monthly to construction work {n progress (CHWIP), retirement

work in progress, removal work in progress, or electric plant 1n service
according to generally accepted accouhting principles and Prudent Utility

Practice allocable to the Alvey-Meridian Line and other related facilities

tdentified i1n Exhibit C herein. Costs related to construction that would

not be caplitalized, such as relocation, switching, and conductor transfer
shall also be tncluded in Actual Costs. The sharing of AFUDC on CWIP and

Interest on electric plant in service ts dependent on the timling of

payments from the other Party relative to when costs are incurred.

Bonnevilie's normal allocation of Bonneville Overheads and Bonnevilie

Indirect Costs shall be included in the Actual Costs. PacifiCorp's normal

allocation of PacifiCorp Overheads sha11 be included in the Actual Costs.

“(q) Advances are the monthly amounts of projected cash flow
estimates for the Cost Shared Facifities expected to be incurred as Actual

Costs in a given month as specified tn Exhtbits G and H.



"(r) Allowance for Ffunds Used During Construction (AFUDC) shall be as
defined in the Federal Energy Regulatory Commission (FERC) Uniform System
of Accounts found in 18 CFR, Part 1071, Electric Plant
Instructions 3.A [17]. AFUDC shall be an Actuval Cost until the Party
constructing the Cost Shared Factlities is funded by the other Party.
AFUDC shall be Included in CHIP. |

“(s) Bonneville Direct Costs are costs which are readily identifiable
or aobviously traceable to a specific program, project, or other cost
objective and will not be iIncluded in Bonneville's Overhead or Indirect
Costs.

“(t) Bonneville Indirect Costs are any costs incurred for common
objectives which cannot be directly charged to any single point of cost
application. Indirect costs are often allocated to various categories of
work in proportion to the benefit to each category and will not hé
included 1n Bonneville's Direct or Overhead Costs.

"(u) Bonneville Overhead Costs. Bonneville's Overhead Costs are
subject to change as Bonneville's methodology for computing Overhead Costs
may change and shall be reflected in the Actual Costs. Bonneville's
Overhead Costs Include the following and wilil not be included in
Bonneviilé's Direct or Indirect Costs:

"(1) Costs that are distributed each month to benefiting
programs using an arnual direction of effort basis which may inciude
automated data processing, materials and procurement, tools and work
equipment, fixed wing alrcraft, helicopter, General Services
Administration (GSA) rent and building management, general and

administrative, Iaboratory,'aﬁd Electric Power Research Institute;



"(2) Costs that are charged to benefiting projects and programs
based upon a Fixed rate for services performed which include vehicie
maintenance, general shops, and equipment use;

"(3) Costs that are loaded to labor charged to specific projects
or programs which include personnel benefits and leave accrual; and

"(4) Costs that benefit all construction projects and are
charged to all projects as construction overhead.

“(v) Cost Shared Facilities are those faciiities identified tn the
cost share percentage column of Exhibit C herein. Such faciltties shall
include but are not limited to costs for land, environmental impact
studies, preconstruction materials, and construction which PacifiCorp and
Bonneville agree to pay through an exchange of payments itn accordance with
the cost share percentages as provided in Exhibit C.

"(w) Credits are the appliicable portion of any income, rebaté.
allowance, or other receivable relating to any Cost Shared Facilities
recelved by efther Party. This {ncludes, but_is not Timited to,
materfals, surplus property, scrap, timber revenues and future sales of
Jointly-Owned and cost-shared land (Fee-Owned and Easement Rights).
Proceeds from Credits shall be paid to the other Party elther as a billing
credit or By cash refund based on the original Cost Shared Facility
proration between Bonneville and PacifiCorp.

"{x) Hazardous Substapces mean any hazardous, toxic, or dangerous
substance, waste, or material that is now or becomes regulated under any
federal, state or local statute, ordinance, rule, reguiation or other law
now or hereafter in effect pertaining to environmental protection,
contamination, or cieanup, 1nclud1n§ without timitation, the Comprehensive

Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C.



9601 et seq., the Resource Conservation and Recovery Act (RCRA), 42 U.S.C.
6901 et seq., the Federal HWater Pollution Control Act (CWA), 33 U.S.C.
1251 et seq., the Clean Air Act (CAA), 42 U.S.C. 7401 et seq., the Toxic
Substances Control Act (TSCAY, 15 U.S.C. 2601 et seq. and all comparable
programs under Oregon Law. _

“(y> Historic Contamipation means all contamination through seepage,
spill, disposal, or refease by any other method, of a Hazardous Substance
at or from any factiity which occurred prior to the Amendment Effective
Date.

"(z) Interest based on AFUDC rates and applicablie to electric plant |
fn service, shall be applied to Cost Shared Faciifities placed in service
before cost reimbursement has occurred.

"(aa) Jointly-QOwned refers to those facilities identified in
Exhibit C which are not solely owned by either Party. |

"(bb) PacifiCorp Direct Costs are costs which are readily
fdentiflable or obviously traceable to a specific program, project, or
other cost objective and will not be included in PacifiCorp's Overhead
Costs.

"(cc) PacifiCorp Overhead Costs are costs incurred which cannot be
directly tharged to any single point of application. PacifiCorp Overhead
Costs are assigned to various categories in proportion to the beneftt of
each category. PacifiCorp overhead transactions are made by either
allocations or by clearing. PaciftCorp's Overhead Costs are subject to
change as PacifiCorp's methodology for computing Overhead Costs may change
and shall be reflected in Actua) Costs. PacifiCorp Overhead Costs include
the following components and_wlll'nét be included in PacifiCorp's Direct

Costs:



"(1) Labor {oading. These costs are directly associated
personnel costs and include payroil taxes, leave, and benefiﬁs.

"(2) Material Overheads (for stores issues and for direct
purchases) includes the costs of purchase, storage, handling and
distribution of materials and supplies. _

"(3) Jool Qverheads represent the costs tncurred to the
purchase, use, and maintenance of small tools for force account work.

"(4) Transportation Overheads represent the costs incurred to
purchase, lease, rent, operate, and maintain the fleet of PacifiCorp
vehicles.

"(5) Construction (General) Overheads are all other
construction costs incurred as a corporation, but which are not
assignable to a specific project. Construction Overheads are applied
to PacifiCorp's Direct Costs plus PacifiCorp’'s Overhead Cost§
described above 1n Sections cc(1) through cc(4).

"(dd) Prtor Costs. Actual Costs for Cost Shared Facilities incurred
by the Parties through December 31, 1991, which are identified in
section 7(b) to this Amendment.

“(ee) Project Diagram. Exhibit F to this Amendment describes the
plan-of~sé}vice for the Eugene-Medford (Alvey-Meridian) project.”

4. Revision of Exhibits. Section 2 of the Intertie Agreement {s hereby
deleted in 1ts entirety and replaced with the following:

"2. Exhibits. Exhibits A through K are hereby incorporated as part
of the Intertie Agreement as amended. Revisions to the Exhibits, except
for Exhibit K shall be by mutual consent."

The monthly Operation and Malnfenance (0&M) charge In Exhibit K may

be revised unilaterally by Bonneville once every year to be effective on

July 1, but not until after January 1, 1994,



5. Accounting and Record Keeping.

(a) Recor ing. Each Party shal) keep up-to-date books and records
of financial transactions, and other arrangements in carrying out the terms of
this Amendatory Agreement No. 2. Such books and records shall be kept in
accordance with the system of accounts prescribed for electric utilities by
FERC and shall be avallable for inspection on a regular basis to the other
Party. Each Party shall have access to such records of the other Party as
required for audit, for state and local tax preparation purposes, for
regulatory purposes, and as necessary for engineering, design, and project
management review,

(b) Continutng Property Regords. Each Party shall maintain the complete
cost records and investment reports on facilifies they constructed in
accordance with the Project Diagram, as well as investment records which
delineate the ownership percentage in facilities constructed by the other
Party.

For exampte, Bonneville will record 100 percent of the facilitles:
constructed by Bonneville with an offsetting credit for PacifiCorp's
percentage of ownership of those facilities and record Bonneville's ownership

percentage of faclilities constructed by PacifiCorp.
‘ In c6njunct1on with the final accounting and true-up of project costs,
Bonneville and PacifiCorp shall exchange tnvestment records and appropriate
support documentation normally required for FERC account investment analysis.
This may fnclude, but ts not limited to, structure/hardware lists, plan and

profile drawings, and bills of matertals. Bonneville and PacifiCorp shall

provide periodic exchanges of information as necessary to properly identify



replacements, retirements, additions and improvements as such activities occur
on the Jointly-Owned facilitles.

(c) Capital Spare Parts. Capital spare parts for the Jointly-Owned
facilities are subject to jolnt-ownership and cost-sharing if they are unigue
to a specific Jointly-Owned or Cost Shared Facility and if they are stored at
or near the Cost Shared Fa;111t1es. Spare parts that are charged to inventory
shall not be cost-shared untii the spare part is placed in service at a
Jointly-Owned facility.

6. Capital Budgets. Ffour years prior to the year costs are expected to
be incurred, each Party shall provide to the other Party a forecast of capital
budget expenditures related to the planned construction and operation
activities of the Cost Shared Factlities except for the excluded facilities
identified by a footnote in Exhtbit C. This forecast shall be provided to the
other Party on or before July 1 of each year and shall include updates of any
estimated costs for the next 3 years. The Parties shall exchange and review
any necessary data as needed to determine the necessity and adequacy of the
proposed construction and operation activities. This notification requirement
shall not apply to emergency replacement of equipment.

7.  Payment Provistons.

(a) Payménts made under this Amendment shall be made in accordance with
provisions in this section 7 and shall be made for the féllowlng pertods:

(1) Actual Costs for Cost Shared Facilities incurred for Prior

Costs;

(2) Advances and Actual Costs for the Cost Shared Facilities
incyrred for the period from Januvary 1, 1992, through the Vast month
1isted in the cash flow exhibits, éxhlbits G and H by monthly invoices in

accordance with Section 7(c) Progress Payments;

10 -



(3) Payment or refund for the final accounting of Actual Costs in

accordance with Section 7(d) Final Accounting of Costs;

(4) Payment for future capital replacements in accordance with

Section 7(e) and tables to Exhibit J; and,

(5) Payment for Operation and Maintenance shall be in accordance

with Exhibit K.

Bonnevilie and PaéifiCorp shall specify the financtal institution and
account number in a written nottce to each other at the invoicing address and
provide updates as necessary for the transfer of funds. Each invoice shall
include a reference to Contract No. DE-MS79-86BP92299 and an invoice number.

(b) Prior Costs Payments. Bonneville shall‘pay PacifiCorp by check or
electronic transfer of funds within 30 days after the date of an itemized
\ovoice for PacifiCorp's Prior Costs, $10,047,832.97 as agreed to by the
Parties pursuant to the audit dated February 4, 1993. The date of such
invoice shall be no earlier than the mailing date of such invoice. Such
amount represents payment to PacifiCorp of Prior Costs through December 31,
1991, except for land and related land costs which may be subject to
adjustment after Bonneville's receipt and review of all PacifiCorp’'s legal
conveyance documents in accordance with Secttons 8 and 14. Adjustments of
Prior Costs.a; a result of PacifiCorp's final analysis of accounts performed
for the final accounting of costs shall also be made upon mutual agreement of
the Partfes.

PacifiCorp shall pay Bonneville by check or electronic transfer of funds
within 30 days after the date of an itemized invoice for Bonneville's Prior
Costs, $4,920,877.92, as agreed to by the Partjeg pursuant to the audit dated
December 31, 1992. The date of ;uch-iﬁbolce shall be no earlier than the

mailing date of such invoice. Such amount represents payment to Bonneville of
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Prior Costs through December 31, 1991, except for land and related land costs
which may be subject to adjustment after PacifiCorp's receipt and review of
all Bonneville's legal conveyance documents in accordance with Sections B and
14. Adjustments of Prior Costs as a result of Bonneville's final analysis of
accounts performed for the final accounting of costs shalt also be made upon
mutual agreement of the Parties.

(¢) Progress Payments. Each Party shall make monthly payments to the
other Party for the Cost Shared Facilities incurred after Januvary 1, 1992, in
accordance with Sections 7(c)(1) and 7{(c)>(2) befow. The initial involce shali
also include amounts due for all past months from January 1, 1992, through the
Amendment Effective Date with a credit for the amount previously pald under
the Interim Payment Agreement.

(1) Payment by PacifiCorp. Each month Bonneville shall submit an
itemized involice to PacifiCorp (Jerry Walker, 800 PSB, 920 SH. Sixth
Avenue, Portland, Oregon 97204) for the next month‘'s Advance, in accordance
with Exhibit G, and any adjustments for the previously Invoiced Advance
amounts when Actual Costs for such month(s) are known. The date of such
invoice shall be no earijer than the mailing date of such invoice. The
Actual Costs adjustment shall identify the Cost Shared Facilities with an
ftemization of cost elements by Bonneville work functions
(1.e., materials, design, construction, etc.)

PacifiCorp shall pay Bonneville by check or electronic transfer of
funds within 30 days after the date of the invoice. Should the 30th day
be a Saturday, Sunday, or holiday, as observed by PacifiCorp, then the due
date shall be the next foliowing business day.

A credit batance on an ]nvofcg of $100,000 or less shall be carried

forward to the next month's invoice. A credit balance on an invoice of

12



more than $100,000 shal) be refunded to PacifiCorp by check or electronic
transfer of funds within 15 days of the date of Bonneville's credit
invoice. A refund of the credit balance shall also be made, regardiess of
the amount, if the sum of the remaining Advances is less than the credit
balance.

(2) Payment by Boaneville. Each menth PacifiCorp shall submit an
itemized invoice to Bonneville (Bonneville Power Admintstratton, P.O. Box
3621 - DSAC, Portland, Oregon 97208-3621) for the next month's Advance in
accordance with Exhibit H, and any adjustments for the previously invoiced
Advance amounts when Actual Costs for such month(s) are known. The date
of such invoice shall be no earlier than the matling date of such
invoice. The Actual Costs adjustment shall identify the Cost Shared
Factlities with an itemization of cost efements (4.e., labor, materials,
purchase services, miscellaneous and overheads, etc.)

Bonneville shall pay PacifiCorp By check or electronic transfer of
funds within 30 days after the date of the invoice. Should the 30th day
be a Saturday, Sunday, or holiday as observed by Bonneviile, then the due
date shall be the next following business day.

A credit balance on an invoice of $100,000 or less shall be carried
forward té the next month's involce. A credit balance on an Invoice of
more than $100,000 shall be refunded to Bonneville by electronic transfer
of funds within 15 days of the date of PacifiCorp's credit invoice.

A refund of the credit balance shail also be made, regardless of the

amount, {f the sum of the remaining Advances is less than the credit

balance. §
(d) Flnal Accounting of Costs. Within 3 years after the date of

commercial operation of all the Jointly-Owned and Cost Shared Facilities,
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Bonneville and PacifiCorp shall each prepare a final accounting of all Actual
Costs incurred for the Cost Shared Facilities identified in Exhibit C.
Each Party shall prepare an itemized invoice for the total final
Actual Costs with efther a refund or payment due the other Party. Payments
and refunds shall be made in accordance with Sections 7(c)(1) and 7(c)(2).
(e) Payment Provisions for Capital Replacements:

(1) Ffor reimbursable Capttal Replacements, either Party shal)
prepare, for execution by the Parties hereto, an additional table to
Exhibit J each time the Parties hereto agree that factliities shail be
added or replaced to those facilities identified in Exhibit C to the
Intertie Agreement. Those faci{lities tdentified by footnote one in
Exhibit C shal] be exempt from further cost sharing on capital
replacements. Each table shall specify the facilities to be instalied,
the work to be performed by each Party, and the estimated costs té be
borne by each Party. Payments shall be made as provided in each table to
Exhibit J for the work to be performed in amounts and at times requested
by the Party due reimbursement.

(2) Upon execution by the Parties hereto, new tables to Exhibit J
shall be attached to and deemed to be a part of this Amendment to the
Intertie Agreement and shall be effective on the date specified therein.
(f) OQOperation and Maintepance Charges. Effective on December 18, 1992,

and pursuant to Exhibit K, PacifiCorp shail pay Bonneville for 50 percent of
the operation and maintenance of the three Alvey 500 kV power circuit breaker
terminals. Such operation and maintenance charge shall be incliuded {in
PacifiCorp's monthly Wholesale Power Bill and shall remain in effect until
such time the Alvey 500 kV facilities gre available for commercial operation

as part of the AC Intertie. Effective on December 18, 1992, PacifiCorp shall
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pay Bonneville 35 percent of the operation and maintenance of the series
capacitors at the Sycan Compensation Station (Sycan) pursuant to Exhibit K.
Such operation and maintenance charge shall be included in PacifiCorp's monthly
Wholesale Power Bill and shall remain in effect until such time as the Alvey-
Meridian transmission line is available for commercial operation as part of the
AC Intertie. However, the payments for such operation and maintenance charges
shall be provided for in the follow-on Operations and Maintenance Agreement
from the date of commercial operation as part of the AC Intertie.

(g) ODisputed B8tlling. In the event of a disputed billing, full payment
shall be made with written notification of the disputed amount. If it 1s
determined that an adjustment is required, the adjustment shall be made on the
next Invoice allowing reasonable notice and time to make the adjustment.
Refunds of the disputed amount shall include interest at the same interest
rate specified in Section 7(h) below.

(h) LgjghEgxmgnj_pymﬂgnngxlllg_grﬂﬂgﬁlfj;g;n. Invoices not paid in full
on or before the close of business on the due date shall be subject to an
interest charge on the amount due from the due date to the date paid
consistent with the Prompt Payment Act Renegotiation Board's Interest Rate
published in the Federal Register. -

8. Aggii. Each Party, at 1ts expense, shall have the right to review and
audit any cost on the other Party's books, records, and documents that directly
pertain to the billings, investments, and costs of the Cost Shared Facilities.
Any audit(s) shall be undertaken by either Party's representative(s) upon
reasonable notice to the other Party and at reasonabte_times and in conformance
with generally accepted auditing standards. The foregoing shall not be
construed to permit elther Party to cOﬁﬁuct a general audit of the other

Party's records beyond those needed to perform an audit of'the Cost Shared
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Facilities. The Party being audited agrees to cooperate fully with any such
audit(s). The right to audit a cost shall extend for a period of 3 years
following the last day of the fiscal year in which such cost was incurred or
the final accounting of costs under this Amendment. If elther Party does not
audit the costs of the other Party for fiscal years 1992, 1993, or 1994, prior
to the completion of the final accounting of costs, the right to audit those
costs shall extend for a period of 3 years after the date of combletion of the
final accounting of costs. The Parties agrese to retain all records and
documentation prepared in the normal course of business for the entire tength
of this audtt period and in accordance with generally accepted accounting
principles.

The Party belng audited shall be notified promptly in writing of any
exception taken as a result of an audit after completion of the audit. The
Party being audited shall have 30 days to review the notice of exceptfon. If
the Parties agree upon any excepf1on(s) found as a result of the audit, the
owing Party shall directly refund the amount of such exception(s) within
30 days of such agreement to the other Party. In the-event of late payment,
the Late Payment Provisions of Section 7(h) shall apply to amounts not paild in
full by the due date.

PrTo; to the Amendment Effective Date, the Partles performed audits
of each Party's Prior Costs. Such costs shall not be subject to additional
audits, except for the audit of supporting documentation required for
accounting adjustments that may have originated from the Prior Cost audit.
However, both Parties reserve the right to review Prior Costs billed under
Section 7(b) for land and related land costs. Any Prior Cost adjustment shall

be determined after a Party receives and reviews all legal conveyance documents
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from the other Party. The results of the Prior Cost audits and resulting
amounts due are reflected in Section 7(b).

9. Qunership of Facilities.

(a) Transfer of legal ownership pursuant to Amendatory Agreement No. 2
shall be effective at such time the facilities are energized and made available
for commercial operation as part of the AC Intertie and shall remain in effect
so long as any facilitties of the Alvey-Mertdian Line are in existence and
operable and shall survive the term of the Intertie Agreement.

(b) All Jointly-Owned equipment, facilities, and capital spare parts
shall be identified as such with co-ownership tags and signs. Either Party,
at such Party’s sole expense, shall provide the tags and signs.

10. Operation and Maintepance of Facilities.

(a) The Parties agree that Section 1(b) to Amendment No. 1 to the
Intertle Agreement 1s hereby replaced in its entirety by the followiné:

“(b) Maintenance and Qperation. PacifiCorp shail assume sysfem
operation and matntenance responsibilities of the Dixonville 500 kV
Substation including the series capacitors; the terminai facflities at
Meridian Substation for the Dixonville-Meridian Line, including the series
capacitors; the Alvey-Merfdian Line; PactfiCorp's relays, digital fault
recorder,-and SCADA remote térmlnal unit at Captain Jack Substation; the
loop-1n of PacifiCorp's Malin-Meridian 500 kV Line at Captaln Jack
Substation; PacifiCorp's retays installed at Summer Lake and Malin
Substations; PacifiCorp's Dead-End Tower instailed at Sycan as part of the
Sycan Additton; and all communication facilities owned by PacifiCorp.
Bonneville shall assume system operation andﬁmaintenance responsibilities
of the Alvey Substation 1nclqding'fhe series capacltors; all the

facilities at Captain Jack Substation other than PacifiCorp's relays,
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digital fault recorder and SCADA remote terminal unit; the Sycan Addition

other than PacifiCorp's Dead-End Tower; and all communication facilities

owned by Bonneville. The Parties shall exchange maintenance standards
with each other and shall carry out their respective maintenance
responsibilities according to Prudent Utility Practices. Payment for
operation and maintenance costs associated with these facilities shall be
as specified in the Intertie Agreement, including Exhibit C, as amended."

{b) The Parties shall use best efforts to develop and execute a new
AC Intertte Operation and Maintenance Agreement for the facilities identified
in Exhibit C by December 1993. During the period between the energizafion
date of any of these faciiities and the date that such factlfties are avallable
for commercial operation as part of the AC Intertie, operation and maintenance
shall be provided by the Parties as identified in Section 10(a) above and
Exhibit C to the Intertie Agreement, without charge to the other Party, ekcept
for those factlittes identified in Section 7(f) of this Amendatory Agreement.

11. Envivonmental Requirements.

{(a) Historic Contamination. Neither Party shall be 1table for any fines,
penalties and assessments, costs for investigation, response, removal and
remediation, arising from Historic Contamination of facilities owned by the
other Party bf operated by the other Party prior to becoming Jointly-Owned
facllities pursuvant to this Amendment.

(b) Disclosure of Information. Bonneville shall provide PaclfiCorp,
within 90 days after the Amendment Effective Date, a summary of all known and
suspected Hazardous Substance release, spill and disposal events at facilities
described herein which occurred prior to the Amendment Effective Date.
PacifiCorp may request and Bonneville ‘shall provide, for the purpose of

establishing baseline contamination data for the facilities transferred to
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Jointly-Owned facilities pursuant to this Amendment, all information including
records, files and documentation pertaining to all known and suspected
Hazardous Substance release, spill and disposal events at such transferred
facilities. Such information shall also include correspondence, reguests,
determinations, findings and orders made by or to Federal, state or local
agenclies in connection with known and suspected Hazardous Substance release,
spti1l and disposal events.

PacifiCorp shall provide Bonneville, within 90 days after the
Amendment Effective Date, a summary of all known and suspected Hazardous
Substance release, spi}l and disposal events at PacifiCorp's factiities
described herein which occurred prior to the Amendment Effective Date.
Bonneville may request and PacifiCorp shall provide, for the purpose of
establishing baseline contamination data for the facilities transferred to
Jointly-Owned facilities pursuant to this Amendment, all information 1hcluding
records, flles, and documentation pertaining to all known and suspected
Hazardous Substance release, spill and disposal events at such transferred
facilities. Such information shall also include correspondence, requests,
determinations, findings and orders made by or to Federal, state or local
agenclies in connection with known and suspected Hazardous Substance release,
spill and disﬁosal events.,

(¢) Emergency Envivonmental Responsibility. The Party fin operational
control of a Jointly-Owned facility shall prepare and obtain approval required
for emergency response plans for Hazardous Substance releases from all
approprtate Federal, state and local agencies and shall be responsible for
management and implementation of all laws and requlations pertaining to

Hazardous Substances at the Joint]y-Ownéd facility. Costs associated with
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approval and implementation of such plans shall be included in the Actual
Costs.

12. Capital Replacements. Cost sharing for replacement of facilities
specified in Exhibit C, due to obsolescence or major failure, shall be shared
by the Parties according to the original cost share percentage of ;ych
facittties and in accordance with Exhibit J and Section 7(e) except for the
excluded facilities identified by footnote one in Exhibit C.

13. Decommissionlng Costs. The Parties shall pay decommisstoning costs
of Jointly-Owned faciliities in accordance with their ownership shares as
specified in Exhibit C. Proceeds from the disposal of Jointly-Owned surplus
property'or factlitttes shall be equitably distributed or allocated to the
Parties in accordance with thelr ownership shares as specified in Exhibit C.
The cost-sharing of decommissioning costs shall survive the term of the
Intertie Agreement.

14, Land and Improvements. Right-of-way and land costs for the Alvey-
Meridian Line and for Alvey, Dixonville, Meridian, and Captain Jack Substations
will be cost-shared consistent with Exhibit C and the following principles.
Bonneviltlie's land maps are attached as Exhibit I, 1 and 2. PacifiCorp’'s land
drawings attached as Exhibit I 3 through I 9 represent the Parties intent
using such éeﬁerlc examples.

(a) Alvey-Spencer Line. Right-of-way and/or land costs shail conform to
the following:

(1) If Bonneville acquires new right-of-way {(Easement Rights) on
land not owned by Bonneville, Bonneville and PacifiCorp wil) each pay

50 percent of the Actual Cost to purchase sugh Easement Rights and will

each recetve 50 percent interest 4n such Easement Rights. Exhibit I,

pages 1 of 13 and 2 of 13, provide an example of such right-of-way.
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(2) If PacifiCorp uses existing right-of-way (Fee-Owned Land},
Bonneville will not share 1n the cost and will recelve easement for access
only for such Fee-Owned Land. This includes land owned by PacifiCorp
adjacent to PacifiCorp’s Spencer Switchstation (Section 22, Township 18
South, Range 3 HWest, W.M.).

(b) Spencer-Merjdian 500 kV Line. Right-of-way and/or land costs shall
conform to the following:

(1} If PacifiCorp acquires new right-of-way (Easement Rights) on
land not owned by PacifiCorp, Bonneville and PacifiCorp will each pay
50 percent of the Actual Cost to purchase such Easement Rights and will
each receive 50 percent interest tn such Easement Rights. Exhibit I,
page 4 of 13, page 6 of 13, and page 7 of 13, provides examples of such
right-of-way.

(2) If PacifiCorp acquires new jand (Fee-Owned Land) for the-sole
purpose of providing right-of-way for the Spencer-Meridian Line, Bonneville
and PacifiCorp will each pay 50 percent of the Actual Cost of acquiring
such Fee-Owned Land and will each recelve 50 percent ownership of the
Fee-Owned Land actually utilized to provide the necesgary right-of-way.
Thls includes land that i1s excess to normal right-of-way requirements
which was burchased to provide necessary right-of-way and has heen
rendered non-marketable due to the transmission line construction.
Exhibit I, page 5 of 13 and page 8 of 13, provides examples of such
right-of-way.

(3> If PacifiCorp acquires naw tand (Fee-Owned Land) to provide
right-of-way for the Spencer-Meridian Line, which 1t intends to market or
retain portions thereof for 1ts.ownxpurposes, PacifiCorp will provide and

maintain Easement Rights for the portion of such Fee-QOwned Land necessary
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for such right-of-way. Bonneville and PacifiCorp will each pay 50 percent
of the Actual Costs to provide Easement Rights and wiil each receive

50 percent interest in such Easement Rights. Exhibit [, page § of 13,
provides an exampie of such right-of-way.

(4) If PacifiCorp uses existing right-of-way (Easement Rights or
Fee-Owned tand), Bonneville will not share tn the cost and will receive
easement for access only in addition to an ownership interest in the
Alvey-Meridian 500 kV Transmission Line.

(5) If PacifiCorp secures any permits for right-of-way across public
lands, Bonneville and PacifiCorp will each pay 50 percent of the Actual
Costs assoclated with such permits and will each receive 50 percent
interest in such permits. Exhibit 1, page 7 of 13, provides an example of
such right-of-way.

(6) If, in the future, PacifiCorp markets any of the Fee-Owned Land
as described in Section 14(b)(2) herein for which Bonneville has patid
PacifiCorp 50 percent of the Actual Costs, Bonneville will recelive
50 percent of the sale-proceeds; less expenses.

() Substations. Right-of-way and/or land costs shall conform to
Exhibit C and the following:

ay Aixgx_Sthigxlgn. Land wiil be cost-shared jointly on square
footage of usage within the area shown on Exhibit I, page 10 of 13, and
each Party will recefve a‘50 percent ownership.

(2) Dixonvillie Substation. bLand wiil be cost-shared jointly on
square footage of usage within the area shown on Ekhlblt I, page 11 of 13,

and each Party will recelve a 50 percent ownership.
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(3) Meridian Sybstation. tand will not be cost-shared jointly on
the existing land as shown in Exhibit [, page 12 of 13. Bonneville wiil
recetve Easement Access only.

(4) Captain Jack Substation. Land will be cost-shared jointly on
square footage of usage within the area shown on Exhibit I, page 13 of 13,
and PacifiCorp will receive a 100 percent ownership of such specific area.
(d) Iftle Trapsfer. Title and easement rights will be transferred by and

to the Partles by a recordable conveyance document agreeable to both Parties
after energization of the Alvey-Meridian Line.

| To accomplish this, each Party will provide the other a copy of each

recorded conveyance instrument and all permits obtained. Each Instrument will

be identified by category Exhibit I, page 4 of 13 through page 9 of 13. A

full set of property maps will also be provided by each Party to the other

depicting ownership acquisition. Both acquisition documents and a full set of

property records (Plans) will be given by éach'Party to the other within

30 days after execution of this Amendment.

15. Notices. Any notice required to be served 1n accordance with the
terms of this Agreement, shall be in writing and sent by registered or
certified m;1l, return recelpt requested, to the appropriate address 1isted
below: “

Bonneville Power Administration

P.0. Box 3621 - P
Portland, OR - 97228-3621

PacifiCorp

Jerry HWalker, 800 PS8
920 SH. Sixth Ave.
Portland, OR 97204
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16. Liabjldi

(a) Bonneville and PacifiCorp assert that neither Party ts the agent or

principal for the other or that they are partners or joint venturers; and the

Partles agree that they will not represent to any other party that they act in

The capacity of agent or principal for the other.

Any judgments in tort

obtained against either Party shall not be an Actual Cost of the Cost Shared

Facilities.

IN WITNESS WHEREOF, the Parties hereto have executed this Amendatory

Agreement in several counterparts.

PACIFICORP

By
Name DPennis P, Steinber
(Print/type) 7

Title Vice President

Date March 16, 1993

(VS10-PMTT-3568e)

/s/ DENNIS P. STEINBERG
Vice President

March 16, 1993

UNITED STATES OF AMERICA
Department of Energy
Bonneville Power Administration

By 'ﬂ:l~é!é(;:>
Name _ Randall W. Hard?‘jg

(Print/type)

Titie Administrator

Effective Date _March 16, 1993

/s/ RANDALL W. HARDY
Administrator

March 16, 1993
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Exhibit G, Page 1 of 1.
Amendatory Agreement No. 2
Contract No. DE-MS79-86BP92299

Bonpevilie Cash Flow
(Dollars in Thousands)

Year Month Advances
- 1992 ~ January through .September $ 5,534
October 3,047

Less Interim Payment (6,000)

November 392

December - 220

1993 January 585
February 585

March 769

April 750

© May 32%

June : 132
July 166

August 166

September 78

Ocfober 13

Total - $ 6,822

Source Document: .
Bonneviile Eugene-Medford Project Cash Flow Estimates
Prepared by J. Quinata, dated 1/25/93

Prior Costs are excluded. _

(VS10-PMTT~3596e€)



Exhibit H, Page 1 of )
Amendatory Agreement No. 2
Contract No. DE-MS79-86BP92299

PacifiCorp Cash Flow
(Dollars 1n Thousands)
Year Month  Advapces

1992 January through September $ 25,125
: October 3,897
Less Interim Payment. (16,000}
November 3,000
Dacember 4,500
19913 Janvary 2,896
February 1,995
March ' 1,853
April : 1,788
May 2,076
June 2,103
T uly - _ 2,026
Auygust . 1,800
September 1,492
QOctober 1,579
November ) R A 4]
December
Total $ 41,465

Source Document: :
PacifiCorp: October 1992 Project Forecast
Southern Oregon 500 kV Project
. - Prepared by T. Jestrab, dated 12/31/92
Prior Costs are excluded.

(VS10-PMTT-3596€)
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Exhibit 1, Page . 3 of 13
Amendatory Agreement No. 2 .
Contract No. DE-MST9-86BP92299
PacifiCorp

Effective at 2400 Hours

on the Effective Date

LEGEND

5 SHARED COST
SHARED EASEMENT ACCESS ONLY

- SHARED EASEMENT RIGHTS :

ONOKO,
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Exhibit I, Page 5 of 13
Amendatory Agreement No. 2
Contract No. DE~MST9-86BP92299
PacifiCorp

Effective at 2400 Hours

on the Effective Date_
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Exhibit I; Page T of 13
Amendatory Agreement No. 2

Contract No. DE-MST9-86BP92299

PacifiCorp
Effective at 2400 Hours
on the Effective Date
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[Exhibit I, Page B8 of 13
Amendatory Agreement No. 2
Contract No. DE-MST9-86BP92299
PacifiCorp

Effective at 200 Hours

on the Effective Date
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Exhibit J, Page 1 of 1
Amendatory Agreement No. 2
Contract No. DE-MS579-86BP92299
PacifiCorp
Effective at 2400 Hours On

the tffective Date

Capital Replacements

Either Party shall be able to initiate Capital Replacement projects to be
added under this Exhibit as additional tables.

(VST10-PMTT-3568e)



Exhibit K, Page 1 of 1
Amendatory Agreement No. 2
Contract No. DE-MS79-86BP32299
PaciftCorp

Effective as Stated Below

Annuat Annual
Operation and  Payment
Maintenance Due From
Facilities _Charge 1/ PacifiCorp
Alvey
(3) 500 kV PCB Terminals x ($46,018 terminal) $138,054 $69,027 2/
Monthly Charge = $5752
Sycan
New Series capacitor bank (546 MVAR) in $181,381 $63.,483 2/

The Summer Lake-Malin 500 kV Line
Monthly Charge = $5290

1/ O&M Cost: From Bonneville Power Administration's Annual O&M Charges for
Customer-Owned or Leased Facilities dated September 30, 1991.
2/ Effective December 18, 1992

(VS10-PMTT-3568¢)
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Department of Energy AUTHENTICATED COPY

Bonneville Power Administration
P.O. Box 3621
Portland, Oregon 97208-3621

OFFICE OF THE ADMINISTRATOR

in rapdy refer to: PMTI

Mr. Dennis P. Steinberg MAY 28 1393
Vice President

Power Systems & Development

PacifiCorp

700 NW. Multnomah, Suite 1600

Portland, OR 97232

Dear Mr. Steinberg:

PacifiCorp and the Bonneville Power Administration (Bonneville) have reached agreement
on principles to resolve a number of outstanding issues related to the Intertie Agreement,
Contract No. DE-MS79-86BP92299, and the Midpoint-Medford Agreement, Contract

No. DE-MS79-79BP90091. Therefore, subject to Bonneville's statutory requirements,
including appropriate environmental review, the parties agree to finalize appropriate
agreements to implement the following:

gt.s: .

aci g LAC Intertie Scheduli
Agreement. PacifiCorp will have the following ri

(a) PacifiCorp's south-to-north (S>N) Intertie scheduling rights under the Intertie
Agreement will equal 400 MW divided by the north-to-south (N>5) rated
transfer capability (RTC) times the S>N RTC. PacifiCorp agrees to cooperate
with Bonneville in its efforts to secure up to a 4800 MW S>N RTC.

@) PacifiCorp shall have the rigi:t to net its N>S and S>N schedules.

(©) The Intertie Agreement shall be amended to explicitly state that the
Agreement applies to the parties’' S>N rights as well as to the parties’' N>5
rights.

9. Priority S>N Non-Firm Transmission for PacifiCorp:

(a) For a term of 30-years, on hours that PacifiCorp's S>N scheduling capability
(including rights under 1(a), net schedules under 1(), NFP under 3(a), and
firm transmission services under 3(a) or 3(b)) is less than 582 MW on off-peak
hours, Bonneville will provide PacifiCorp the right to utilize unused Bonneville
S>N AC and DC capability at the [S-A rate. Unused Bonneville S>N
capability, for up to a total of 582 MW of S>N scheduling capability, is defined
as capability not required to satisfy Bonneville's firm contractual commitments
as determined by Bonneville.




3.

Pacifi ' itional | tie Delivery Rights:

(a)

Non-Federal Participation P). Bonneville's current draft of the
Environmental [mpact Statement (E1S) for NFP includes analysis of imnpacts
of additional NFP above 7256 MW, In the avent that Bonneville offers
additional NFP, Bonneville will propose to make 126 MW available to
PacifiCorp. If the Administrator has not issued a Record of Dacision in favor of
proceeding with an additional NFP offer of at least 125 MW of NFP by
January 1, 1994, then Bonneville shall offer PacifiCorp interim firm
transmission contract(s) that will provide 125 MW of N>S wheeling for

. PacifiCorp's WAPA and Redding contracts and S>N wheeling equal to 125 x

)

©

8\

(e)

S>N RT'C/4800. Such interim firm transmission ¢ontract demand for N>S

_shali be 75 MW starting January 1, 1934, and 126 MW starting June 1, 1994,

e e ——

If PacifiCorp has not obtained 125 MW of NFP by January 1, 1995, then
Bonneville shall offer long-term firm transmission contracts as described in
3(a). PacifiCorp may use such contracts for firm or non-firm schedules.
PacifiCorp may use such contract rights up to a 100 percent load factor.

If PacifiCorp executes either an interim firm transmission or a long-term firm
transmission contract, the transmigsion rate applicable to such contract shall
be Bonneviile's then applicable IS-B rate. PacifiCorp shall pay the IS-B rate .
based upon a 125 MW N> contract demand plus a S>N contract demand
equal to 125 x S>N RTC/4800 for a term equal to the WAPA and Redding
Contracts. The agreement(s) shall otherwise include Bonneville's standard
terms and conditions for firm transmission, provided that no mitigation
charges shall be applied. The settlement of issues contained in this letter of
understanding incorporates all necessary mitigation. If PacifiCorp executes
long-term firm transmission contracts for deliveries for its WAPA and Redding
contracts, Bonneville agrees that upon the termination date of such contracts,
it will offer to extend such services for a period of up to 25 years, based upon
Bonneville's then standard terms included in similar agreements, provided
that no mitigation charges shall be applied, beyond the applicable FERC-
approved Bonneville rates, if PacifiCorp requires such service.

If PacifiCorp exccutes 2 N>>S interim firm transmission contract or a N>S long-
term firm transmission contract pursuant to 3(a) or 3(b) PacifiCorp, in addition
to the contract demand charges, agrees to pre-pay, on a take or pay basis, the
then effective energy component of the IS-B rate l{ased on a 86 percent load
factor. PacifiCorp shall pay one-twelfth of such amount each month. Based on
Bonneville's estimated IS-B (93) rate, such amount would be calculated as
follows: 125 MW x 8760 hr x 1.43 M/AWh x 0.85 + 12 = §110,914.37/mo.

If PacifiCorp executes a S>N interim firm teansmission contract or a S>N long-
term firm transmission contract pursuant to 3(a) or 3(b) PacifiCorp shall not
be required to pre-pay any charges for such service beyond the contract




)

®)

demand charges associated with such contract. (No pre-payment of the {S-B
energy charge).

PacifiCorp’s Main Grid Whesling Rights to Access the AC Intertie. If ~ ¥
PacifiCorp received NFP rights or if PacifiCorp executes interim or long-term ' '
firm transmission contracts pursuant to this Section 3, it is agreed that

PacifiCorp shall require no additional main grid wheeling on the Federal
System to use the rights described above. However, if insufficient capacity
exists in the Midpoint-Malin 500 kV Transmission Line ségment, then
appropriate charges shall be applied consistent with the Intertie Agreement.

[n order to implement these principles, the parties agree to establish Summer
Lake, Malin, Captain Jack, and Alvey as Points of Delivery (POD) in the
appropriate agreements. Bonneville also agrees to amend the Surplus Firm
Capacity Sale Agreement, Contract No. DE-MS79-92BP93757, to include
Summer Lake as a 500 kV POD. Use of the Summer Lake POD by the Parties
shall not impact PacifiCorp's load carrying capability (LCC) (as defined in the
Intertie Agreement) or Bonneville's usage of the AC Intertie.

e | 4. S>N DC Intertie Rights and West-to-East (W>E) Summer Lake-Midpoint Rights:

(a)

(b)

Bonneville shall offer PacifiCorp a firm S>N wheeling contract on the DC
Intertie for 200 MW. PacifiCorp may use such contract for firm or non-firm
deliveries up to a 100 percent load factor. Such contract shall have a term
equal to the term of the Intertie Agreement. The contract demand shall be

100 MW starting January 1, 1994, and 200 MW starting January 1, 1995.
PacifiCorp shall pay the IS-B, or its successor rate, based upon the yearly
contract demands as specified in this Section 4(a). PacifiCorp, in addition to
the Contract Demand charges associated with its DC Intertie rights, agrees to
pre-pay on a take or pay basis, the then effective energy component of the IS-B
rate based on a 30 percent load factor. PacifiCorp shall pay one-twelfth of such
amount each month. Based on Bonneville's estimated 1S-B (83) rate such
amount, based on a 100 MW contract demand, would be calculated as follows:
100 MW x 8760 hr x 1.43 M/kWh x 0.30 + 12 = $31,317/mo. The Agreement
shall also include Bonneville's standard terms and conditions for firm
transmission, provided that no mitigation charges shall be applied beyond the
applicable FERC-approved Bonneville rates. The settlement of issues

~ contained in this tetter of understanding incorporates all necessary mitigation.

Mi n n A n

_@Mg_’[&_‘?&gﬁ&(}@_ The term of this Agreement shall be extended for
the life of the facilities. Bonneville shall have an option to acquire up to

400 MW of W>E firm scheduling rights over PacifiCorp’s Summer Lake-
Midpoint 500 kV Line and an option to tap such line to serve loads and for
inter-regional transfers. Bonneville's right to exercise its option shall be for
the term of the Intertie Agreement. During periods when the W>E transfer




capability of PacifiCorp's Summer Lake-Midpoint 500 kV line is reduced,
Bonneville's W>E scheduling rights shall be reduced pro-rata with such
reduction. However, during periods when transfer capability is reduced,
PacifiCorp will provide Bonneville the right to utilize its capability not--
required for PacifiCorp's firm needs, as determined by PacifiCorp, at no cost.
if Bonneville exercises its options for W>E use of the Summer Lake-Midpoint
500 kV line, Bonneville will pay PacifiCorp's then effective applicable FERC
filed tariff rate for transmission service. In the event Bonneville desires to tap
PacifiCorp’s Summer Lake-Midpoint 500 kV line, Bonneville and PacifiCorp
shall mutually develop the plan of service for such tap. Such tap shall not
degrade or reduce PacifiCorp's East-to-West (E>W) transfer capability on its
Midpoint-Malin $§00 kV line or reduce PacifiCorp's LCC as defined in the
Intertie Agreement. Unless otherwise mutually agreed, Bonneville shall be
responsible for all costs associated with such tap. Unless otherwise mutually
agreed, such tap shall not increase Bonneville's W>E transfer rights on the
Summer Lake-Midpoint line.

(¢) PacifiCorp shall enter into an FPT Transmission Agreement associated with
its DC Intertie rights, pursuant to 4(a) to wheel power delivered to Big Eddy to
PacifiCorp's Main System. If at some future date, PacifiCorp elects to convert
to an IR wheeling agreament, then Big Eddy would become a point of
integration or interconnection under such IR contract.

] nt. Cs N - : 99. The term of the Intertie
Agreement shall be extended for the life of facilities.

(8) PacifiCorp shall provide Bonneville firm capacity in the existing 500/230 kV
transformer at Malin, at a use-of-facilities rate, for Bonneville's firm
requirements; provided, however, that such capacity will be made available to
Bonneville only after PacifiCorp has determined the capacity necessary to
meet its own requirements; provided further, that Bonneville's nght to use the
existing Malin transformer shall be limited to 200 MW.

(b) At such time as the Parties mutually agree, which agreement shall not be
unreasonably withheld, that a second 500/230 kV transformer at Malin, or a
500/230 kV transformer at Captain Jack Substation is required, the Parties
shall jointly develop the plan of service for such transformer(s). Each Party
shall have the right to acquire up to a one-half ownership interest in such
transformer(s) at a pro-rata share of cost, provided that PacifiCorp’s LCC is
not impacted. If a Party does not participate in the ownership at the time such
transformer(s) are installed, such Party shall have the unilateral right to
acquire up to a one-half ownership interest at a future date to the extent that
capacity is available. .




7.

Ve

10.

AC Intertie Reactive Support. After joint studies have been completed and parties
mutually agree that additional reactive support is required at Malin or Captain
Jack to support the AC Intertie, PacifiCorp shall be financially responmble for its
share of such added reactive support.

S,d;_edgle_a PacxﬁCorp shall be responsxble forprowdmg or assurmg at 1ts cost. the
provision of its pro rata share of RAS required to support the RTC and OTC of the

. AC Intertie in either the N>S or S>N direction. In support of its obligations to

provide generator dropping for its net N>S AC Intertie schedules, PacifiCorp shall
provide generation dropping from ita share of Mid-Columbia generation on-line at
the time of the RAS requirement. Bonneville may, after it has exhausted its own
capability to provide generator dropping in support of its obligation for net N>S

AC Intertie Schedules, have access to PacifiCorp's total Mid-Columbia rights on-
line at the time of the RAS requirement. Such access to PacifiCorp's Mid-Columbia
generator dropping capability by Bonneville shall be at no cost. To the extent that
PacifiCorp does not have the capability on-line to provide generator dropping from
its Mid-Columbia rights for its net N>S AC Intertie schedules, Bonneville shall, to
the extent it has available on-line generation, provide generator dropping
capability to PacifiCorp at no cost. In support of PacifiCorp’s net S>N schedules on
the AC Intertie or its S>N schedules on the DC Intertie, PacifiCorp shall be
responsible for making arrangements for any load dropping requirements. To the
extent possible, as determined by Bonneville, Bonneville shall offer to sell RAS .
service to PacifiCorp to enable PacifiCorp to meet its obligations under this
Section 8.

idpoi R ions. The following revisions will be made to
the Mldpomt Medford 'I‘ransmlssmn Agreement Contract
No DE-MS79-79BP%0091:

(a) Revise transmission charges in Exhibit E to reflect the elimination of the
Hatwai Point of interconnection.

() Revise Exhibit H to reflect the 1187 MW capability of PacifiCorp's Midpoint-
Malin-Medford lines as agreed to by [PC/WWP/BPA and PacifiCorp in the
Idaho-Northwest Uprate Agreement, Contract No. DE-MS79-90BP93103.

(©) Revise Exhibit H to reflect bypass of Burns capacitors.

Losses. Prior to energization of PacifiCorp's Dixonville-Meridian 500 kV line and
the associated uprating of the AC Intertie N>S RTC to 4800 MW, the parties shall
make best efforts to study and reach agreement on an equitable allocation of the
parties' control area losses in Southern/Central Oregon associated with the parties'
use pursuant to the Intertie Agreements. Such allocation of losses shall consider
both heavy and light AC Intertie schedules and area loads, as well as S>N and
N>S AC Intertie schedules.




11.

12

Access to Palo Verde. For a period equal to the term of PacifiCorp's March 23,
1993, Transmission Service Agreement with Southern California Edison Company,
PacifiCorp, on hours that it does not require its transmission capacity rights under
the SCE/TSA, shall offer Bonneville a first right of refusal to utilize PacifiCorp's
SCE/TSA transmission rights. PacifiCorp shali have the sole determination as to
it8 requirements to use its SCE/TSA transmission rights. If Bonneville exercises
its rights to use PacifiCorp's SCE-TSA transmission rights, Bonneville shall
reimburse PacifiCorp its costs under the SCE/TSA. Such cost shall be based on
PacifiCorp's then effective transmission demand costs paid to SCE under the
SCE/TSA which shall initially be 4.0 M/kWh. If Bonneville exercises its first right
of refusal to utilize PacifiCorp's SCE/TSA transmission rights, Bonneville shall use
its own AC or DC, as the case may be, Intertie capacity to accept power scheduled
under this Section 11. Additionally, such access by Bonneville to PacifiCorp's
transmission rights under the SCE/TSA shall not preclude PacifiCorp from
utilizing its transmission rights acquired under 3(a), 3(h) or 4(a).

Summer Storage. PaciﬁCorb and Bonneville shall enter into a 20-year agreement
whereby PacifiCorp shall accept and store energy for Bonneville during the months

- of June and July of each year. Such energy shall be delivered to PacifiCorp at

13.

POD's specified in Exhibit C of Contract No. DE-MS79-92BP93757 or such other
points as may be mutually agreed. PacifiCorp may, but shall not be required to,
accapt more than 100,000 MWh/mo and Bonneville shall be required to deliver a
minimum of 25,000 MWh/mo. Bonneville shall store such energy with PacifiCorp
prior to entering into the market to sell surplus energy. Bonneville shall provide
notice to PacifiCorp, 1-week prior to the beginning of the month in which energy
will be stored, of the amount of energy to be stored by PacifiCorp. The rate of
delivery shall be determined by dividing the total energy to be stored in the month
by the number of hours in such month, provided, on any hour PacifiCorp shall not
be required to back down its thermal units to accept such energy. Except for
system emergencies, once the parties have agreed to a schedule for such stored
energy, Bonneville shall deliver such energy to PacifiCorp. PacifiCorp shall return
such stored energy to Bonneville during the months of September, October, and
November of each year in which such energy was delivered to PacifiCorp. The rate
of return to Bonneville shall be determined by summing the total energy delivered

-to PacifiCorp during the prior June and July period, dividing such sum by 3 and

dividing such product by the hours in the month in which the energy is to be
returned to Bonneville. Except for system emergencies, PacifiCorp shall return
such energy to Bonneville at the rate of delivery as determined above. Except for
constraints on the parties’ transmission systems, the first 110 MW of returned
energy shall be delivered to Bonneville at Hot Springs with the remainder
delivered to Summer Lake or such other mutually agreed to POD. Storage
provided pursuant to this Agreement shall be at no cost to Bonneville.

March Energy Option. PacifiCorp and Bonneville shali enter into a 20-year
agreement whereby PacifiCorp will deliver to Bonneville, at Hot Springs or such




other mutually agreed to PODs, during off-peak hours, up to 50,000 MWh during
the month of March of each year. The maximum rate of delivery for such energy
shall be 200 MW/hr. To exercise its option to take this energy, Bonneville shall
notify PacifiCorp by February 15 of each year as to the amount of energy ™~
Bonneville desires to have delivered during March of such year. Except for system
_emergencies, PacifiCorp shall deliver such energy to Bonneville. Bonneville shall
return such energy to PacifiCorp during the following June 1 through July 15
period during off-peak hours and at a rate of delivery determined by dividing the
amount of energy PacifiCorp made available to Bonpeville during March by the
number of off peak hours in the June 1 through July 15 period. Such March
energy shall be returned to PacifiCorp at POD's specified in Exhibit C of Contract
No. DE-MS79-92BP93757 or such other points as mutually agreed.

14. Finp Transmission/NFP Exchange Rights. PacifiCorp shall have the right to
exchange all or a portion of its AC [ntertie firm transmission contract rights
acquired pursuant to 3(b) with any party receiving NFP rights for up to 125 MW of
NFP rights, to the extent the NFP party has rights to assign all or a portion of its
NFP allocation. To the extent Bonnaville has a firat right of refusal to acquire
NFP rights from an NFP party, PacifiCorp's exchange rights under this Section 14
shall have priority. Such exchange between PacifiCorp and the NFP party shall be
approved by Bonneville, which approval shall not be unreasonably withheld, and
shall ensure that rights, benefits and obligations to Bonneville under the affected
agreements are reserved.

The provisions of this letter of understanding are interdependent and not severable. The
parties will proceed promptly to draft definitive agreements incorporating the provisions of
this letter of understanding, Such definitive agreements shall be consistent with statutory
requirements, appropriate environmental review by Bonneville and approval by the
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Federal Energy Regulatory Commission. ln the event either Party is unable to implement
these principles hereunder, notwithstanding its best efforts to do so, this letter of
understanding shal! have no further force or offect.

/s/ EDWARD W. SIENKIEWICZ

Senior Assistant ‘Administrator

May 28, 1993

IT IS SO AGREED:
PACIFIC

’ Ld
Name 4 w0
(Print/Type)

Title Vice President

Date June 1, 1993

(PMTI-7664-h:worddata\dpsbpal2.doc)

Sincerely,

Senior Assistant Administ@

Name Edward W. Sienkiewicz
(Print/ Type)

May 28, 1993

Date

s/ DENNIS P. STEINBERG

Vice President

June 1, 1993




