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This Template includes some proposed adjustments to the principles developed September

1994 March 1995 in the Lloyd Center BPA believes that the adjustments are consistent

with the overall intent of the Lloyd Center principles and are necessary to ensure that BPA

can implement the RPSA in the current dramatically changed power market BPA provided

an earlierdraft for informal review to participants of the Lloyd Center negotiations that

included versions both with and without adjustments to the principles

In May BPA sent statutory in-lieu notice to all customers If customers choose to remain

with their existing RPSA BPA anticipates the negotiation of contract that allows BPA to

exercise its statutory right to provide in-lieu power when current contracts expire on June 30

2X That contract would likely have significantly fewer restrictions on the amounts

approach notice and commitment term for in-lieu power
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This RESIDENTIAL PURCHASE AND SALE AGREEMENT Agreement executed

___________________19 by the UNITED STATES OF AMERICA
Government Department of Energy acting by and through the BONNEVILLE POWER
ADMINISTRATION BPA and CUSTOMER NAME Utility corporation municipality

public body of the State of State

WITNESSETH

WHEREAS the 96th Congress of the United States of America at the Second Session

enacted the Pacific Northwest Electric Power Planning and Conservation Act Public

Law 96-501 as amended Northwest Power Act and

WHEREAS the Northwest Power Act among other matters provides that Pacific

Northwest electric utility may sell electric power to BPA at the average system cost ASC
of that utilitys resources and that BPA shall sell in return an equivalent amount of electric

power for resale to that utilitys residential and farm users within the Pacific Northwest
and

WHEREAS BPA is authorized pursuant to law to dispose of electric power and

energy generated at various hydroelectric projects in the Pacific Northwest or acquired
from other resources to construct and operate transmission facilities to provide
transmission and other services and to enter into related agreements to carry out such

authority

NOW THEREFORE the parties hereto mutually agree as follows

TERM OF AGREEMENT

Effective Date

If utilities representing at least 75 percent of current qualif5ring exchange
load execute this Agreement prior to August 11996 this Agreement shall be
effective at midnight on September 30 1996 Effective Date and shall

terminate at midnight on September 30 2016 unless terminated pursuant to

section 11 Utility that has been báught out of an existing Residential
Purchase and Sale Agreement shall be ineligible for residential exchange
benefits under this Agreement until the date specified in the buyout
agreement Upon termination all liabilities incurred under this Agreement
shall continue until satisfied

Termination of Other Agreements

The following agreementis terminated on the Effective Date of this

Agreement Contract No All liabilities are preserved until
satisfied

PURCHASE BY BPA

Subject to the provisions of section the Utility shall sell and BPA shall purchase
each month an amount of electric power equal to the Utilitys residential load as
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defined in Exhibit The amount of power to be sold by the Utility under this

section shall be determined pursuant to Exhibit and sold at the Utilitys ASC as

determined by BPA for each Utility Jurisdiction using the then-current Average

System Cost Methodology Exhibit The Utility may only sell power for

residential load that is associated with its retail service areas in the Pacific

Northwest as defined in Section 314 of the Northwest Power Act 16 U.S.C

839a14

PURCHASE BY THE UTILITY

Requirements for all Agreement Participants

BPA shall sell and the Utility shall purchase each month an amount of

electric power equal to the Utilitys residential load for the month The
amount of energy purchased shall be as defined in Exhibit and the

purchase price shall be at BPAs then-effective applicable rate or rates for

exchanging utilities established pursuant to Section 7b of the Northwest

Power Act 16 U.S.C 839eb Exhibit For billing purposes the Utilitys

load factor shall be determined pursuant to Exhibit

Requirements for Public Body and Cooperative Participants

For each public body and cooperative Utility participating in the residential

exchange program any new acquisitions of power including replacement or

renewal of previous power purchases or acquisitions from source other

than BPA that does not begin pràviding power to them before October

1995 shall result in pro rata reduction of such Utilitys eligible residential

exchange load based on the ratio of the new acquisitions to the Utilitys

total firm resources Such acquisitions and reductions shall be effective on
the effective date of the initial delivery of power from the non-BPA

resources

IN-LIEU PURCHASE BY BPA

BPAs Right to Provide In-Lieu Power

In lieu of purchasing all or portion of electric power sold by the Utility at its

ASC BPA may acquire an equivalent amount of electric power from other

sources in-lieu power if the cost of such power is less than the cost of

purchasing the Utilitys ASC power BPA may provide in-lieu power to the

Utility if the average cost of the in-lieu package is less than the Utilitys

average forecasted ASC for the term of the in-lieu period regardless of

whether the in-lieu package cost is greater than the Utilitys forecasted ASC
for any particular year or years in the in-lieu period The cost of purchasing
the Utilitys ASC power shall be based on BPAs forecast of the Utilitys ASC
for the in-lieu term

In-Lieu Notice

BPA shall notify Utility of its election to acquire in-lieu power and include

the following information for the minimum term that BPA could provide the
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in-lieu power years for investor-owned utilities and years for public

agency utilities the source or sources of power in-lieu package in the

amount specified in the in-lieu notice the expected cost of the sources of

power in the in-lieu package and the availability of each such source of

power The notice will identify the costs for the minimum term for the in-lieu

power

Expected Cost of Tn-Lieu Power

The expected cost of each source of power in the in-lieu package shall

consist of the cost of the power and if applicable the cost of

transmission and losses to integrate the power into the BPA system
the costs of shaping the resource to the shape of the Utilitys exchange
load the cost of additional operating reserves if such reserves are

necessary and cost escalators where not already incorporated into the

cost of the power Part or all of the cost of load shaping to Utility

shape may be contained in the resource BPA purchases or may be the

BPA rate for the applicable load shaping

Transmission Costs

Transmission costs will be based on applicable transmission

rates and applicable losses to deliver the portion of the in-lieu

package that is from non-Federal power to the Federal
Transmission System No transmission costs or losses will be

applied to Federal power included in the in-lieu package

Shaping to the Utilitys Exchange Load

Part or all of the cost of shaping the in-lieu power delivery to

the shape of the Utilitys exchange load may be contained in

the resource BPA purchases or may be developed using
published BPA rates for similarservices

Operating Reserves

BPA will determine the effect that the acquisition of the in-lieu

package would have on the level of BPAs operating reserves
If BPAs determination shows that the package changes BPAs
need for operating reserves BPA will include the costs at the

rate it would charge the Utility to provide operating reserves of
the determined amount for non-Federal resource in BPAs
control area

Variable Cost Escalators

BPAs determination of the expected cost of the in-lieu power
may include such cost escalators and variability as are

customarily accepted by Pacific Northwest utilities for the

types of power acquired for the time periods specified in the
in-lieu notice Such escalators and variability may be
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developed from but are not limited to information from Data

Resources Inc or Wharton indices BPA forecasts or Northwest

Power Pbrnning Council forecasts

Source and Availability of Resource Package

The in-lieu package shall provide firm power service and may include BPAs
nonfirm energy and spot market purchases as outlined below The in-lieu

package will be considered firm if the power from the in-lieu package would

reasonably be expected to be available at all times during the in-lieu period

except for uncontrollable forces or as otherwise provided in this Agreement
The identified sources of power other than BPAs noafirm energy and spot

market purchases must be of types customarily relied upon by Pacific

Northwest utilities to meet utility firm loads Such sources include but are

not limited to thermal resources e.g coal nuclear oil and gas system

purchases firm power purchases renewable resources cogeneration

resources fuel cells conservation resources and surplus firm Federal power
Such sources must also be of types reasonably expected to be available to

BPA at the time of the in-lieu notice

Federal Power Availability

Federal system firm power not used to serve regional firm loads shall

be considered available to BPA whenever then-current BPA
planning document including but not limited to the BPA Whitebook

or its successor at the time of the notice shows the availability of such

power The amount of Federal firm power available for in-lieu

transactions in any year will be limited by the amount of Federal firm

power including any amount reserved for in-lieu transactions in that

year

Non-Federal Resource Availability

BPA may demonstrate the availability of non-Federal resources by

means including but not limited to referencing current market

transactions industry forecasts of future power prices responses to

requests for proposals by BPA and others or written offer to BPA of

power from utility resource developer or other marketing entity

Nonflrm and Spot Market Availability and Cost

reasonable percentage of the in-lieu package may be combination

of BPA nonfirm energy or spot market purchases Nonfirm energy
shall be considered available for inclusion in the in-lieu resource

package when current BPA planning documents including the

Whitebook or successor show that based on existing or expected

operations nonfirm energy would be available

To calculate the projected cost of nonfirm energy BPA will use the

average sale price of BPAs nonfirm energy for that month during the

previous years If no sales were made in particular month in that
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period BPA may use its average annualnonfirm sale price during the

previous years The monthly cost of nonfirm energy in subsequent
years for the in-lieu package will escalate annually at percent The
cost of spot market purchases and option capacity will be estimated
based on then-current market transactions and offers and/or industry
forecasts of spot prices

Shaping of the In-Lieu Power

The package of in-lieu power must be shaped to the Utilitys system load
The shape of the power in the in-lieu notice shall be based on data used by
the Utility to establish its current rates Absent such data BPA will base the

shape of in-lieu power on the shape shown in the Utilitys exchange load
invoices from the most recent consecutive 60 months Of data available to BPA
at the time of the notice If BPA does not have or is not provided by the

Utility adequate diurnal load shape data BPA will determine the diurnal
load shape of the in-lieu power based on the average diurnal load shape of its

preference customer class Adequately documented load shape data shall

include but not be limited to data that are verifiable through published
sources The load shape established for each notice will continue for the
duration of that in-lieu transaction

ARBITRATION

Arbitration Issues

The Utility shall have the right to require third-party binding arbitration

regarding whether BPAs determination of the total cost of the in-lieu

package is reasonable

Arbitration Process and Timelines

BPA must receive notification from the Utility within 30 calendar days of the
Utilitys receipt ofBPAs notice that it plans to arbitrate the in-lieu notice
The arbitration must commence within 60 calendar days after the Utilitys
receipt of the in-lieu notice andmust conclude not later than 90 calendar
days after the arbitration begins including final written decision by the
arbitrator In the event the arbitrators final written decision is not issued
within the required time BPAs notice shall become effective by its terms on
the date specified in the notice BPA and the Utility will equally share the
costs of the arbitration process These costs do not include the parties
respective costs of presenting their cases

Opportunity to Cure Deficiencies

The arbitrator shall afford BPA reasonable opportunity to cure in-lieu
notice deficiencies
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Arbitration Findings

The arbitrator shall decide whether BPAs determination of the total cost of

the in-lieu package is reasonable

Right to Withdraw Notice Based on Arbitration

BPA may elect to withdraw its in-lieu notice as result of the arbitrators

determination If BPA withdraws its in-lieu notice BPA shah not issue

another in-lieu notice to that Utility for that Jurisdictionfor period of

months from the date of the arbitrators determination If new in-lieu

notice is given within 24 months of the date of such withdrawal the Utility

may elect and BPA shall agree to use the same arbitrator when available
for any arbitration regarding the new in-lieu notice

IN-LIEU TERMS AND CONDITIONS

Provisions That Apply to Investor-Owned Utilities Only

In-Lieu Notice

BPA may commence the first in-lieu transaction for any Utility
Jurisdiction October 1997 The in-lieu notice for such transaction

must be provided by October 1996 Subsequent in-lieu notices must
be given 31 months before commencement of the applicable in-lieu

transaction

Amount of In-Lieu

Each in-lieu notice may be in an amount up to 20 percent of the

Utilitys total eligible load in the applicable Jurisdiction However
upon receipt of notice for an in-lieu transaction commencing prior to

October 2001 the Utility may require BPA to reduce the intended
transaction to no less than 100 aMW Contracts that are effective

after October 1996 will not be subject to these limitations

Frequency of Notices

In-lieu notices may be issued for in-lieu transactions commencing not
earlier than 24 months after the commencement of the prior in-lieu

transaction Upon giving notices for in-lieu transactions commencing
in consecutive 24-month periods of 20 percent of the Utilitys total

residential load in the Jurisdiction BPA may concurrent with the
fourth notice give an in-lieu notice in the amount of the Utilitys total

remaining eligible load commencing in the fifth consecutive 24-month

period Up to 31 months prior to the termination of any in-lieu

transaction terminated by actions of the Utility BPA may include all

or part of the amount being terminated in new in-lieu notice This
amount is not subject to the 20 percent limitation of section 6a2
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Termination of an In-Lieu Transaction

BPA may terminate each in-lieu transaction on years notice but
notice may not be given prior to the day before commencement of the
in-lieu transaction that is being terminated Any termination must be
effective on the annual anniversary date of the commencement df the

applicable in-lieu transaction

Terms for the In-Lieu Transaction

The Utilitys purchase of power under Northwest Power Act
Section 7b 7b power in an in-lieu transaction will be afforded

comparable terms conditions and price that apply to both full and
partial requirements purchasers subject to the provisions of this
Agreement and subject to sections 7b2 and 7b3 of the Northwest
Power Act and other applicable rules and provisions of law except
that to reduce the amount of power it takes from BPA the Utility
must provide notice to BPA at least years and months before the
beginning of the rate period when the reduction would become
effective The price for 7b power shall be the then-effective Priority
FirmPower Exchange Rate

Provisions That Apply to Public Agency Utilities Only

In-Lieu Notice

BPA may commence the first in-lieu transaction for any Utility
Jurisdiction October 1997 In-lieu notices must be given at least

months before the in-lieu transaction begins

Amount of In-Lieu

Each in-lieu notice may be in an amount up to 100 percent of the
Utilitys total eligible load in the applicable Jurisdiction

Frequency of Notices

Following the initial in-lieu notice any future in-lieu transaction must
begin at least 24 months after any previous in-lieu transaction

Termination of an In-Lieu Transaction

BPA may terminate each in-lieu transaction on years notice but
notice may not be given prior to the day before the commencement of
the in-lieu transaction that is being terminated Any termination
must be effective on the annual anniversary date of the
commencement of the applicable in-lieu transaction

Terms for the In-Lieu Transaction

The Utilitys purchase of 7b power in an in-lieu transaction will be
afforded comparable terms conditions and price to those afforded all
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BPAs other 7b power customers The price for 7b power shall be

the Priority Firm PowerExchange Rate

Provisions That Apply to All Agreement Participants

Election to Receive Power or Reduce ASC

The Utilitys election to receive power or reduce ASC continues until

BPA or the Utility exercises its rights to terminate the particular
in-lieu power transaction Upon receipt of notice for an in-lieu

purchase the Utility shall elect within the later to occur of

120 calendar days after the in-lieu notice date or 60 calendar days
after the date of final determination by the arbitrator any
combination of the following

Receiving In-Lieu PF Power

To reduce the amount of ASC power sold to BPA up to the

amount of the in-lieu package To the extent the Utility elects

to have BPA deliver in-lieu PF power and the Utility reduces

the amount of ASC power sold to BPA BPA would not be
bound to deliver power comprised of any part of the in-lieu

package BPA would instead be allowed to manage its overall

power supply risks

Reducing ASC to the Cost of the Resource Package

To reduce the cost of its ASC power down to the expected total

cost of the in-lieu package for the amount of the in-lieu package
not covered by section 6c1A To the extent the Utility
elects to reduce the cost of its ASC power down to the cost of

the in-lieu package the cost of the specific in-lieu transaction

will be as determined by BPA in the in-lieu notice or if

applicable as determined by the arbitrator BPA shall under

no circumstances be required to purchase all or any part of
the in-lieu package TheUtility rñay terminate its election to

reduce the cost of its ASC power down to the cost of the

intended in-lieu purchase on years notice but may not give
notice before the in-lieu transaction begins

Reduction and Restoration of In-Lieu PF Power Purchases

If the Utility chooses to receive in-lieu PF power in accordance with
section 6c1A and at any time elects to reduce the amount of in-

lieu PF power it receives from BPA it cannot restore those reductions
of power until it provides 7-year notice of 3-year commitment to

the increased amount of in-lieu PF power it will purchase from BPA
The Utility must specifr monthly amounts of demand and applicable
diurnal energy amounts for each month of the 3-year commitment
period The Utility must provide the notice through the regular
nomination process prior to each rate period
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PROVISIONS RELATING TO DELWERY

The Utility shall submit to BPA monthly an accounting invoice with supporting
documentation for the Utilitys residential load billed during the billing period
selected by the Utility Such documentation shall include the kilowatthours of

energy which the Utility billed to its residential load in each Jurisdiction Although

subject to adjustment this accounting invoice shall be deemed to be the receipt for

the purchase and sale of power under this Agreement Delivery provisions for

in-lieu power transactions are contained in Exhibit

ACCOuNTING REVIEW AND BUDGETING

The Utility shall keep up-to-date records and documents for years showing all

transactions and other arrangements made pertaining to the terms of this

Agreement These records and documents shall contain

information supporting the Utilitys ASC as determined using Exhibit

demonstration that BPA has been invoiced only for the properly qualified
residential portion of the Utilitys total load and

evidence of the prompt distribution of the benefits to appropriate residential

ratepayers

At BPAs expense BPA or its designee may from time to time review or inspect the

Utilitys records accounts and related documents pertaining to this Agreement
The Utility shall fully cooperate in good faith with any such reviews or inspections

PAYMENT
Within 30 days after receipt of the invoice referred to in section above BPA shall

veriIy the invoice compute the amount due the Utility from the sale under section
and the amount due BPA from the sale under section and either pay or increase
the payment reduction account of the Utility as appropriate This does not preclude
BPA from reviewing relevant data and making appropriate adjustments after

payment or billing

10 PASSTHROUGH OF BENEFITS

Benefits received under the program shall not be included by the Utility as part of
cost of service considerations in establishing cost allocations or retail rate structure
All benefits shall be maintained as restricted funds unavailable for the operational
or working capital needs of the Utility Benefits may be pooled with other moneys of
the Utility only for short-term investment purposes and may be invested only under
the same terms and conditions under which the Utility invests other short-term
unencumbered funds Passthrough of the benefits including any earned interest
shall be accomplished as credit against the charges for electric service of the

Utilitys qualilring residential customers The benefits will be passed through at
rate intended to insure that the accumulated balance of the restricted funds account
is never greater than three times the average monthly benefits being received The
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exception to this is that utilities with less than 50 average megawatts of load may
choose to pass through benefits in lump sum at least once year

11 TERMINATION OF AGREEMENT

The Utility may elect to termiliate this Agreement within 30 days of confirmation

and approval by the Federal Energy Regulatory Commission of new BPA rates on
an interim or fmal basis in which the supplemental rate charge provided for in

Section 7b3 of the Northwest Power Act is applied and the Priority Firm Power

Exchange Rate charged the Utility exceeds the Utilitys ASC Any such termination

shall continue through what would otherwisebe the full term of the Agreement
This Agreement also may be terminated pursuant to congressional legislative

action All rights and benefits under this Agreement are subject to reduction or

elimination in the event of legislative amendment orrepeal of the residential

exchange program

12 PAYMENT REDUCTION ACCOUNT

Whenever BPAs cost of buying ASC power from the Utility is less than the Utilitys

cost of buying an equivalent amount of power from BPA at BPAs Priority Firm

Exchange Rate the difference will be tracked by BPA in payment reduction

account which will accrue interest monthly at the higher of the Department of

Treasurys current value of funds rate or BPAs cost of borrowing rate If there is

balance in the account and the cost of buying ASC power from the Utility is greater

than the Utilitys cost of buying an equivalent amount of power from BPA at BPAs
Priority Firm Exchange Rate BPA will make no cash payments but will apply the

amount that would have been paid in order to reduce the account balance Once

there is no longer payment reduction account balance the Utility Jurisdiction will

resume full participation in the exchange and will receive exchange payments from

BPA Payment reduction balances upon termination or at the end of this

Agreements term will carry over to the next contract and interest will continue to

accrue The account balance will only be cash obligation of the Utility if the Utility

terminates or fails to renew this Agreement

13 INTERPRETATION OF THIS AGREEMENT

Governing Law and Headings

This Agreement shall be interpreted governed and construed under Federal

law Headings are for convenient reference only and shall not affect the

interpretation of this Agreement

Entire Agreement

The terms and provisions contained in this Agreement including the exhibits

and all referenced documents constitute the entire agreement between the

parties and supersede all previous communications representations or

agreements either oral or written between the parties with respect to the

subject matter of this Agreement
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Dispute Resolution

All disputes arising under this Agreement are subject to resolution through

arbitration which is binding to the maximum extent permissible under the

law existing at the time that the dispute is resolved No party shall be bound

on any issue if the other party is not likewise bound In lieu of or prior to
submitting to binding arbitration the parties may agree to an alternative

form of dispute resolution such as mediation or nonbinding arbitration

Agreement Revisions

Amendments and Exhibit Revisions

Any amendment or exhibit revision shall be in writing and by mutual

agreement unless otherwise expressly stated

Waivers

The parties may agree to waive any provision of this Agreement to

address temporary problems or unforeseen circumstances Any
waiver shall be in writing and shall clearly specify the period of time

for which the waiver is in effect The consent of the other party to

waiver shall not be unreasonably withheld No party shall claim that

the granting of waiver sets binding precedent for future waivers

even if similarwaivers are granted throughout the term of this

Agreement

Contract Assignment

Neither party shall assign this Agreement without the prior written consent

of the other Consent to an assignment shall not be unreasonably withheld

14 RELATING ONLY TO RESIDENTIAL PURCHASE AND SALE
AGREEMENTS

The Utility agrees to comply with the following statutes executive orders and

regulations to the extent applicable

the Rehabilitation Act of 1973 Public Law 93-112 as amended and 41 CFR
60-741 affirmative action for handicapped workers

the Vietnam Era Veterans Readjustment Assistance Act of 1974 Public

Law 92-540 as amended and 41 CFR 60-250 affirmative action for disabled

veterans and veterans of the Vietnam era

Executive Order No 11625 and 41 CFR 1-1.1310-2a utilization of minority
business enterprises

the Small Business Act as amended and

Certification of Nonsegregated Facilities 41 CFR 1-12.803-10
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EXHIBITS

Exhibit Residential Load Definition Exhibit Load Factor Specification
Exhibit New Large Single Loads Exhibit In-Lieu PF Power Delivery
Exhibit Deemed ASC Amounts and Prices and Exhibit Engineering and

Operations are hereby incorporated as part of this Agreement

Exhibit Applicable Rate Schedules Adjustments and General Rate Schedule

Provisions and Exhibit Average System Cost Methodology are attached for

ease of reference and are not incorporated as part of this Agreement

Exhibit shall be revised to incorporate additional qualifying tariff schedules

subject to BPAs determination that the loads served under all schedules are

qualified under the Northwest Power Act Each timeBPA has new rate

adjustment date the Utility shall submit revised Exhibit prepared in the same
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manner as Exhibit attached hereto to BPA within 20 working days of such date
The revised Exhibit after review and approval by BPA shall become effective on
the date of BPA approval

IN WITNESS WHEREOF the parties hereto have executed this Agreement in several

counterparts

CUSTOMER NAME

UNITED STATES OF AMERICA
Department of Energy
Bonneville Power Administration

By

Name
PrintPrype

Date

Customer Account Executive

By

Name
PrintfFype

Title

Date
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