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This AGREEMENT, executed __ NAy 12 1381 , by the UNITED STATES OF

AMERICA (Government), Department of Energy, acting by and through the

BONNEVILLE POWER ADMINISTRATION (Bonne;11le), and THE WASHINGTON WATER POWER

COMPANY Utility), a corporation of the state of Washington,
WITNESSETH:

WHEREAS the 96th Congress of the United States of America at the Second
Session enac
Act, P.L. 96-501, as amended {(Regional Act); and

WHEREAS the Regional Act, among other matters, provides that a Pacific
Northwest electric utility may sell electric power to Bonneviile at the
average system cost (ASC) of that utility's rescurces and that Bonneville
shall sell in return an equivalent amount of electric power for resale to that
utility's residential and farm users within the Pacific Northwest (Region); and

WHEREAS, Bonneville is required under Section 4(g)(1) of the Regional Act
to maintain comprehensive programs to insure widespread public involvement in
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WHEREAS Bonneville 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



IHEREAS Bonneville 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;

MOW, THEREFORE, the parties hereto mutually agree as follows:

T. Term of Agreement. This agreement shall be effective on the later of

(1) 2400 hours on the date of execution; or (2) 2400 hours on September 30,

1981, anc shall terminate at 2400 hours on June 30, 2001, unless terminated
pursuant to section 9 below. Notwithstanding termination of this agreement,

intil satisfied.

2. Purchase by Bonneville. Subject to the provisions of section 4 below

and subject to the per centum limitations specified in section 5(c)(?) of the
Regional Act which shall apply separately to each Jurisdiction, as defined in
Fxhibit C, in vhich the Utility provides service, the Utility shall sell and
Bonneville shall purchase each month an amount of electric power not in excess

~of the Utility's Residential Load, as defined in Exhibit D, for such month.
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determined pursuant to Exhibit [ at the ASC determined pursuant to Exhibit C.
The Utility may sell power hereunder only for Residential Load that is
associated with its retail service areas. An exception to this is that the
Utility may also sell power for the Residential Loads of another utility as
agent for the other utility in accordance with an agreement with the other
utility that is approved by Bonneville and terminable at will by the other
utility.

3. Purchase by the Utility. Subject to the per centum limitations in

section S5(c)(2) of the Pegional Act, Bonneville shall sell and the Utility

shall purchase each month an amount of electric power not in excess of the

3 Sec. 1, 2, 3



ti1ity's Pesidential Load for the month. The amount of energy purchased
shall be determined pursuant to Exhibit D, and the purchase price shall be the
rate determined pursuant to Exhibit A. Exhibit A shall be the then effective
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purposes, the Utility's load factor shall be as determined pursuant to
Exhibit E.

4. In Lieu Purchase by Bonneville.

{a) In lieu of purchasirg all or a portion of the electric power referred
to in section 2 above, Bonneville may acquire an equivalent amount of electric
power from other sources if the cost of such acquisition is less than the cost
of purchasing the electric power referred to in section 2. For the purpose of
determining the cost of any such in lieu purchase, transmission and production
costs, and transmission losses, as determined by Bonneville, shall be
included. Bonneville shall give the l'tility not less than seven years prior
viritten notice of Bonneville's intent to use such acquisition in lieu of
purchasing all or a portion of the electric power referred to in section 2
above. This notice shall state the amount, duration, source, estimated cost
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acquisition shall be at least five years in duration.

(b} The Utility shal? elect upon receipt of such notice: (1) to reduce,
in a manner determined by Bonneville pursuant to prudent utility practice, the
amount of power purchased by Bonneville pursuant to section 2 above by the
amount of the intended acquisition; or (2) to reduce to the cost of the
intended acquisition the ASC applicable to a portion of the power purchased by
Bonneville pursuant to section 2 above equal to the amount of the intended
acquisition. A Utility shall have 60 working days from the receipt of the

notice in subsection {a) above to elect (1) or (2).

4 Sec. 4



{c) Bonneville shall not acquire power from a resource for an in lieu
purchase hereunder if the Utility or another utility under a similar contract
has reduced its ASC rate pursuant to section 4(b){(7?) above. Such resource may
be used for an in lieu purchase hereunder if such utility which reduced its
ASt Tater terminates its purchase from Bonneville under this agreement or such
similar agreement.

(d) Bonneville shall acquire power from a resource for an in lieu
purchase hereunder only if such resource is not needed to rmeet Bonneville's
obligations to supply firm power to customers in the Pegion, and such resource
shall not be a resource the cost of which previously has been assigned to
Bonneville's New Resource Firm Power rate under section 7(f) of the Pegional
Act. Ponneville shall not execute a resource purchase agreement to acquire
power on behalf of the Utility in lieu of the electric power offered by the
Utility hereunder during periods when Bonneville has issued 2 notice of
restriction to any investor-owned utility, public body, cooperative, or
Federal agency.

5. Provisions Relating to Delivery. The Utility shall submit to

Bonneville no more frequently than once in any 30-day period an accounting
invoice with supporting documentation for the Utility's 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. This accounting invoice shall be
deemed to be the receipt for the purchase and sale of power under this
agreement.

6. Accounting, Review, and Budgeting. The Utility shall keep up-to-date

records and documents showing all transactions and other arrangements made

pertaining to the terms of this agreement. These records and documents shall

5 Sec. 5, 6



contain information supborting the Utility's ASC as determined pursuant to
Exhibit C and the Utility's Residential Load. The Utility shall retain these
records and documents on file for at least five years. At Bonneville's
expense, Bonneville or its designee may, from time to time, conduct reviews or
inspection of the Utility's records, accounts, and related documents
pertaining to this agreement. The Utility shall fully cooperate in good faith
with any such reviews or inspections.

7. Payment. Within 30 days after receipt of the invoice referred to in
section 5 above, Bonneville shall verify the invoice, compute the amount due
the Wtility from the sale under section 2 and the amount due Bonneville from
the sale under section 2, and either pay or bill the Utility for the
difference, as appropriate.

8. Cost Benefits. The cost benefits to the Uthity within each

Jurisdiction attributable to Bonneville's providing electric power and energy
to the Utility's Residential Load under this agreement shall be passed through
directly to the Utility's Pesidential Load within such Jurisdiction. Cost
benefits means the reduction in the Utility's wholesale power costs during the
term of this agreement as a result of this agreement.

9. Termination of Agreement. The Utility may terminate or suspend this

agreement for a period of at least one year if the suppTementé] rate charge
provided for in section 7(b)(3) of the Regional Act is applied by Bonneville
and the cost of electric power sold to the Utility under section 3 of this
agreement exceeds the ASC of the power sold to Bonneville under section 2.

10. Election to Equalize Rates. The Utility may elect to have its

Exhibit C rate for any Jurisdiction deemed equal to the Exhibit A rate. Such
election shall be made in writing to Bonneville within 25 working dafs

following confirmation and approval by the Federal Energy Regulatory

6 Sec. 7, 8, 9, 10



Commission or its successor agency (FERC), on an interim or final basis, of a
change in the Exhibit A rate or in Exhibit C methodology, and will take effect
as of the effective date of that change.

During any period that such election is in effect, Bonneville shall debit
to a separate account the net exchange payment to Bonneville, if any, that
would have been required of the Utility if the Utility had not made such
election and shall credit to that account any exchange payments that would
have been made. The net balance in such account shall accumulate interest at
the rate specified in section IV.E. of Exhibit C.

During the period of any such election, any portion of the costs for
terminated resources associated with section 7(g) of the legional Act included
in the Exhibit A rate which would have been charged to the Utility shall be
payable by the Utility by means of a surcharge to the Utility's power sales
contract payments pursuant to section 5(b) of the Regional Act or, if the
Utility 1s not party to such a contract, monthly in cash as accrued. Such
surcharge payments shall not exceed the total costs incurred by Bonneville
during the same period and attributable to terminated resources which the
Utility has sold to Bonneville and which total costs are not otherwise
recovered currently through such section 7(g) allocations to any other rate or
rates paid by the Uti]ity. Such payment also shall not exceed the payments
which the Utility would have made to Bonneville during each exchange period
had it not made such election. Section 7{g) costs so paid shall be excluded
from the separate account maintained pursuant to this section.

The Utility may rescind such election and resume full participation in the
exchange provided at that (a) the debit balance of such separate account be
less than or equal to zero; or (b) the Utility makes payments to Bonneville in

agreed upon installments to bring the debit balance to zero. Such recission



may be either by notice in writing effective upon delivery to Bonneville
within 25 working days following confirmation and approval by FERC, on an
interim or final basis, of a change in Exhibit A, or by notice in writing
effective on a date to be agreed upon by Bonneville and the Utility, which
date shall be within 13 months following delivery to Bonneville of the notice
of recission.

Upon termination of this agreement, any debit balance in such separate
account shall not be a cash obligation of the Utility, but shall be carried
forward to apply to any subsequent exchange by the Utility for the
Jurisdiction under any new or succeeding agreenent.

11. Relating Only to Residential Purchase and Sale Agreements. The
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Utility agrees to comply with the following statutes, Executive Orders, and
regulations to the extent applicable:

{a) the Pehabilitation Act of 1973, Public Law 93-112, as amended, and
81 CFR 60-741 (affirmative action for handicapped workers);

(b} the Vietnam Fra 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);

(c) Executive Crder 1162F and 21 CFR 1-1.1310-2(a} {(utilization of
minority business enterprises});

(¢} the Small Business Act, as amended,

(e) Certification of Nonsegregated Facilities, 41 CFR 1-12.803-10.

17. Exhibits. Exhibit A (Priority Firm Power Rate, Schedule PF-1, and
General Pate Schedule Provisions)}, Exhibit B (General Contract Provisions [GCP
Form PSC-11), Exhibit C {Average System Cost Methodology)

T

¥

(Residential Load Definition), Exhibit E (Load Factor Specification), and

Exhibit F (Determination of Mew Large Single lLoads) are hereby made part of

8 Sec. 11, 12



this contract. Exhibit D shall be revised to incorporate additional
quatifying tariff schedules, subject to Bonneville's determination that the
loads served under these schedules are qualified under the Act. Each time
Bonneville has a new rate adjustment date, the Utility shall submit -a revised
Exhibit E, prepared in the same manner as Exhibit E attached hereto, to
Bonneville within 20 working days of such date. The revised Exhibit E shall
become effective as of such date.

IN WITNESS WHEREOF,‘the parties have executed this Agreement in several

counterparts.

UNITED STATES OF AMERICA
Department of Energy

By WT/W el

Bonneville Power(i)ﬁinistrator

THE WASHINGTON WATER POWER CO.

Title Execvhive IVicc ﬁes.:c/c.f.rf'

Date NOy 12 1981

ATTEST:

By Cztfﬁézgitczééiéztulf

/
Title Shonzrany

(WP-PCI-0054c)
(8/22/81)



EXHIBIT A

WHOLESALE POWER RATE SCHEDULES AND GENERAL RATE SCHEDULE PROVISIONS

SCHEDULE PF-1 - PRIORITY FIRM POWER RATE

SECTION 1. Availability: This schedule is available for the purchase
of firm power to be used within the Pacific Northwest for resale or for
direct consumption by public bodies, cooperatives, Federal agencies, and
investor-owned utilities participating in the exchange under Section 5(c) of
the Pacific Northwest Electric Power Planning and Conservation Act (Regional
Act). This schedule supersedes Schedule EC-8 which went into effect on an
interim basis on December 20, 1979,

SECTION 2. Rate:

a. Demand Charge:

(1) for the billing months December through May, Monday
through Saturday, 7 a.m. through 10 p.m.: $2Z.80 per kilowatt of biiiing
demand.

(2) for the billing months June through November, Monday
through Saturday, 7 a.m. through 10 p.m.: $1.44 per kilowatt of billing
demand.

(3) all other hours: No demand charge.

D. Energy Charge:

(1) for the billing months September through March:
7.4 mills per kilowatthour of billing energy.

(2) for the billing months April through August: 6.9 mills
per kilowatthour of billing energy.

SECTION 3. Billing Factors: The factors to be used in determining the
bi11ing for power purchased under this rate schedule are as follows:
a. For any purchaser not designated to purchase under

subsection 3(b), 3(c), or 3(d):
(1) the contract demand as specified in the contract;

(2) the measured demand for the billing month adjusted for
power factor,

(3) the measured energy for the billing month.
b. Designation of a purchaser to purchase on a computed demand

basis will be according to this section unless the terms of an existing
contract executed after December 5, 1980 provide otherwise. Fror any

A-1



EXHIBIT A

purchaser designated by BPA to purchase on a computed demand basis because
of such purchaser's potential ability either to sell generation from its
resources in such a manner as to increase BPA's obligation to deliver firm
power to such purchaser in an amount in excess of BPA's obligation prior to
such sale, or to redistribute the generation from its resources over time in
such a manner as to cause losses of power or revenue on the Federal System;
provided, however, that when a purchaser operates two or more separate
systems, only those systems designated by BPA will be covered by this
subsection:

(1) the peak computed demand for the billing month;
(2) the average energy computed demand for the billing month;
(3) the Tesser of the peak computed demand for the billing

month or 60 percent of the highest peak computed demand during the previous
11 bil1ling months;

FAY  ihm mmmeiismd Aomma it
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power factor;
(5) the measured energy for the billing month;

(6) the contract demand as specified in an agreement between
a purchaser and BPA for a specified period of time.

C. For any purchaser contractually JIimited to an allocation of
capacity and/or energy as determined by BPA pursuant to the terms of a
purchaser's power sales contract:

{1} the allocated demand for the biiling month, as specified
in the contract;

(2) the measured demand for the billing month adjusted for
power factor;

(3) the allocated energy for the billing month, as specified
in the contract;

{4) the measured energy for the billing month.
d. For any purchaser participating in the exchange under
Section 5{(c) of the Pacific Northwest Electric Power Planning and
Conservation Act:

(1) sixty percent of the energy associated with the utility's
residential load as specified in the contract for each billing period;

(2) the demand calculated by applying the load factor,

determined as specified in the contract, to the energy in 3{d)(1) for each
billing period.

A-2



EXHIBIT A

SECTICN 4. Determination of Billing Demand and Billing Energy:

a. For a purchaser governed by subsection 3(a):

(1) the billing demand for the month shall be factor 3(a)(1)
or 3(a)(2), as specified in the purchaser's power sales contract, except
that at such time as BPA determines that the limitation in Section 3(c) is
necessary, the billing demand for the month shall be factor 3(c)(2),
provided, however, that billing demand factor 3(c)(2), before adjustment for
power factor, shall not exceed factor 3(c)(1).

(2) the billing energy for the month shall be factor 3(a)(3)
except that at such time as BPA determines that the limitation in
Section 3(c¢) is necessary, the billing energy shall be factor 3(c)(4),
provided, however, that factor 3(c)(4) shall not exceed factor 3(c)(3).

b. For a purchaser governed by subsection 3(b):

(1) the billing demand for the month shall be the largest of
factors 3(b)(3), and 3(b)(4), or 3(b)(6) if applicable. Factor 3b(4),
before adjustment for power factor, shall not exceed the largest of factors
3(b)(1), 3(b)(2), or 3(b)(6) if applicable, except that at such time as BPA
determines that the limitation in Section 3(c) is necessary, the billing
demand for the month shall be factor 3(c)(2), provided, however, that
bi11ing demand factor 3(c)(2), before adjustment for power factor, shall not
exceed factor 3(c)(1).

(2) the billing energy for the month shall be factor 3(b)(5)
except that at such time as BPA determines that the limitation in
Section 3(c) is necessary, the billing energy shall be factor 3(c)(4),
provided, however, that factor 3(c)(4) shall not exceed factor 3(c)(3).
Factor 3(b)(%5) shall not exceed factor 3(b)(2) times the number of hours
during such month.

c. For purchaser governed by subsection 3(d):
(1) The billing demand for the month shall be factor 3(d)(2).
(2) The billing energy for the month shall be factor 3(d)(1).

SECTION 5. Adjustments:

a. Power Factor: The adjustment for power factor, when
specified in this rate schedule or in the power sales contract, may be made
by increasing the measured demand for each month by 1 percent for each
1 percent or major fraction thereof by which the average lagging power
factor, or average leading power factor, at which energy is supplied during
such month is less than 95 percent, such average power factor to be computed
to the nearest whole percent from the formula given in Section 9.1 of the
General Rate Schedule Provisions.

A-3



EXHIBIT A

The adjustment for power factor may be waived in whole or in part
by BPA. Unless specifically otherwise agreed, BPA may, if necessary to
maintain acceptable operating conditions on the Federal System, restrict
deliveries of power to a purchaser at a point of delivery or for a system at
any time that the average power factor for all classes of power delivered to

a purchaser at such point of delivery or for such system is below 75 percent
lagging or 75 percent leading.

b. At-Site Power: At-~site power purchased for consumption by a
purchaser shall be used within 15 miles of the powerplant specified in the
power sales contract. At least 90 percent of any at-site power purchased
for resale shall be used within 15 miles of the specified powerplant.

The monthly demand charge for at-site firm power will be the
monthly demand charge for priority firm power reduced by $0.257 per kilowatt
of billing demand.

At-site priority firm power is made available only for those
utility customers purchasing at-site firm power under existing contracts.
At-site priority firm power may be purchased by such utility customers under
new contracts only until a date certain specified in such new contracts. If
deliveries are made from an interconnection with the Federal System other
than at one of such designated points, the purchaser shall pay an amount
adequate to cover the annual cost of the facilities which would have been
required to deliver such power to such point from either the generator bus
at the generating plant, or from the adjacent point as designated by BPA.
This use-of-facilities charge shall be in addition to the charge determined
by the application of Section 2 of the Rate Schedule as reduced by the
provisions of this subsection.

c. Low-Density Discount: A predetermined discount will be
applied each month of a calendar year to the charges for power purchased
under contracts between BPA and its customers. The amount of such discoun
is based on the ratio of the total annual energy reguirements of the
purchaser's electric operations during the preceding calendar year to the
purchaser's depreciated investment in electric plant in service (excluding
generating plant) at the end of such year, or the purchaser's ratio of
residential consumers per mile of line. This calculation of such ratio will
be made using the customer's entire system. Provided that the purchaser's
ratio of residential consumers per mile of line does not exceed ten, this

discount shall be:

(1) Seven percent if such ratio is less than 15 kilowatthours
per dollar of net investment or if the number of consumers per mile of line
is two or less.

(2) Five percent if such ratio is equal to or greater than 15
and less than 25 kilowatthours per dollar of net investment, or if the
number of consumers per mile of line is four or less,



EXHIBIT A

(3) Three percent if such ratio is equal to or greater than
25 and less than 35 kilowatthours per dollar of net investment, or if the
number of consumers per mile of line is six or less.

SECTION 6. Unauthorized Increase: That portion of (a) any 60-minute
clock-hour integrated demand or scheduled demand {the total amount of power
scheduled to the purchaser from BPA)} that cannot be assigned to a class of
power which BPA delivers on such hour pursuant to contracts between BPA and
the purchaser or to a type of power which the purchaser acquires from
sources other than BPA which BPA delivers during such hour, or {b) the tota
of a purchaser's 60-minute clock-hour integrated or scheduled demands durin
a billing month which cannot be assigned to a class of power which BPA
delivers during such month pursuant to contracts between BPA and the
purchaser or to a type of power which the purchaser acquires from sources
other than BPA which BPA delivers during such month, may be considered an
unauthorized increase. Each 60-minute clock-hour integrated or scheduled
demand shall be considered separately in determining the amount which may be
considered an unauthorized increase pursuant to (a) and the total of such

e han b 3 £ + 3 s .
amounts which are in fact considered unauthorized increases shall be

excluded from the total of the integrated or scheduled demands for such
month in determining the amount which may be considered an unauthorized
increase under {b).

9

The charge for an unauthorized increase shall be $0.13 per kilowatthour.

SECTION 7. General Provisions: Sales of power under this schedule
shall be subject to the provisions of the BPA Project Act, as amended, the
Regional Preference Act, the Federal Columbia River Transmission System Act,

the Pacific Northwest Electric Power Planning and Conservation Act, and the
General Rate Schedule Provisions.
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EXHIBIT A

SECTION 1.1. Priority and New Resource Firm Power: Priority and new
resource firm power is electric power which BPA will make continuously
available to a purchaser to meet its net firm load requirements within the
Pacific Northwest except when restricted because the operation of generation
or transmission facilities used by BPA to service such purchaser is

suspended, interrupted, interfered with, curtailed, or restricted as the
result of the occurrence of any condition described in the Uncontrollable
Forces or Continuity of Service Sections of the General Contract Provisions
of the contract. Such restriction of priority and new resource firm power
shall not be made until industrial firm power has been restricted in
accordance with Section 1.4 and until modified firm power has been

restricted in accordance with Section 1.2.

SECTION 1.2. Modified Firm Power: Modified firm power is electric
power which BPA will make continuously available to a purchaser on a
contract demand basis subject to: (a) the restriction applicable to
priority and new resource firm power, and (b) the following:

When a restriction is made necessary because the operation of generation
or transmission facilities used by BPA to serve such purchaser and one or
more priority and new resource firm power purchasers is suspended,
interrupted, interfered with, curtailed, or restricted as a result of the
occurrence of any condition described in the Uncontrollable Forces or
Continuity of Service Sections of the General Contract Provisions of the
contract BPA shall restrict such purchaser's contract demand for modified

restriction of any priority and new resource firm power, provided, however
that:

{1) such restriction of modified firm power shall not exceed
at any time 25 percent of the contract demand therefore, and

(2) the accumulation of such restrictions of modified firm
power during any calendar year, expressed in kilowatthours, shall not exceed
500 times the contract demand therefor, When possible, restrictions of
modified firm power will be made ratably with restrictions of industrial
firm power based on the proportion that the respective contract demands bear
to one another. The extent of such restrictions shall be limited for
modified firm power by this subsection and for industrial firm power by the
Restriction of Deliveries Section of the General Contract Provisions of the

contract.

SECTION 1.3. Firm Capacity: Firm capacity is capacity which BPA
assures will be available to a purchaser on a contract demand basis except
when operation of generation or transmission faciiities used by BPA to serve
such purchaser is suspended, interrupted, interfered with, curtailed, or
restricted as the result of the occurrence of any condition described in the




EXHIBIT A

Uncontrollable Forces or Continuity of Service Sections of the General
Contract Provisions of the contract.

SECTION 1.4. Industrial Firm Power: Industrial firm power is electric
power which BPA will make continuously available to a purchaser on a
contract demand basis subject to: (a) the restriction applicable to
priority and new resource firm power; and (b) the foilowing:

(1) the restrictions given in the Restriction of Deliveries
Section of the Power Sales Provisions of the contract.

(2) when a restriction is made necessary because of the
operation of generation or transmission facilities used by BPA to serve such
purchaser and one or more priority and new rescurce firm power purchasers s
suspended, interrupted, interfered with, curtailed, or restricted as a
result of the occurrence of any condition described in the Uncontrollable
Forces or Continufty of Service Sections of the General Contract Provisions
of the contract, BPA shall restrict such purchaser's operating demand for
industrial firm power to the extent necessary to prevent, if possible, or
minimize restriction of priority and new resource firm power. When
possible, restrictions of industrial firm power will be made ratably with
restrictions of modified firm power based on the proportion that the
respective contract and operating demands bear to. one another. The extent
of such restrictions shall be limited for modified firm power by
Section 1.2(b) of these General Rate Schedule Provisions and for industrial
firm power by the Restrictions of Deliveries Section of the contract.

SECTION 1.5. Authorized Increase: An authorized increase is an amount
of electric power specified in the contract in excess of the contract or
operating demand for priority firm power, new resource firm power, modified
firm power, or industrial firm power that BPA may be able to make available
to the purchaser upon its request. The purchaser shall make such request in
writing stating the amount of increase requested, the purpose for which it
will be used, and the period for which it is needed. Such request shall be
made prior to the first calendar month beginning such specified pericd. BPA
will then determine whether such increase can be made available, but it
shall retain the right to restrict the delivery of such increase if it
determines at any subsequent time that such increase will no Tonger be
available.

The purchaser may curtail an authorized increase, in whole or in part,
at the end of any billing month within the period such authorized increase
is to be made avaiiable.

SECTION 1.6. Firm Energy: Firm energy is energy which BPA assures
will be available to a purchaser during the period or periods specified in
the contract except during hours as may be specified in the contact and when
the operation of the Government's facilities used to serve the purchaser are
suspended, interrupted, interfered with, curtailed, or restricted by the
occurrence of any condition described in the Uncontollable Forces or

A=7



EXHIBIT A

Continuity of Service Sections of the General Contract Provisions of the
contract.

SECTION 2.1. Contract Demand: The contract demand shall be the number

available. BPA may agree to make deliveries at a rate in excess of the
contract demand at the request of the purchaser (authorized increase), but
shall not be obligated to continue such excess deliveries,

SECTION 2.2. Measured Demand:

a. The purchaser's measured demand will be determined
according to this section unless the terms of a contract executed after
December 5, 1980 provide otherwise.

b. Except where deliveries are scheduled as hereinafter
provided, the measured demand in kilowatts shall be the largest of the
60-minute clock-hour integrated demands at which electric energy is
delivered to a purchaser at each point of delivery during each time period
specified in the applicable rate schedule during any billing period. Such
Targest 6G-minute integrated demand shall be determined from measurements
made as specified in the contract, or as determined in Section 3.2 herein.
BPA, in determining the measured demand, will exclude any abnormal 60-minute
integrated demands due to or resulting from (a) emergencies or breakdowns
on, or maintenance of, the Federal System facilities; and (b) emergencies on
the purchaser's facilities, provided that such facilities have been
adequately maintained and prudently operated as determined by BPA. For
those contracts to which BPA is a party and which provide for delivery of
more than one class of electric power to the purchaser at any point of
delivery, the portion of each 60-minute integrated demand assigned to any
class of power shall be determined as specified in the contract. The
portion of the total measured demand so assigned shall constitute the

cmmm mimmm e A e d L oo e | i T
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If the flow of electric energy to a purchaser’s system through two
or more points of delivery cannot be adequately controlled because such
points are interconnected within the purchaser's system, or the purchaser's
system is interconnected directly or indirectly with the Federal System, the
purchaser's measured demand for each class of power for such system for any
billing period shall be the largest of the hourly amounts of such class of
power which are scheduled for delivery to the purchaser during each time

narind enarified in the annlircrahle rate crhedule
perigg specCivtlegd 1n the appliCabie rate schedule.

SECTION 2.3. Peak Computed Demand and Energy Computed Demand:

The purchaser's peak computed demand and energy computed demand will be
determined according to this section unless terms of a contract executed
after December 5, 1980 provide otherwise.
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EXHIBIT A

The purchaser's peak computed demand for each billing month shall be the
Jargest amount during such month by which the purchaser's 60-minute system
demand exceeds its assured peaking capability.

The nnrrh.ar.mﬂ'c. average energy computed demand for each billing month

......... TS wEipavRie WS

shall be the amount dur1ng such month by which the purchaser's actua1 system
average load exceeds its assured average energy capability.

a. General Principles:

(1) The assured peaking and average energy capability of each
of the purchaser's systems shall be determined and applied separately.

(2} As used in this section, "year" shall mean the 12-month
period commencing July 1.

(3) The critical period is that period, determined for the
purchaser's system under adverse streamflow conditions adjusted for current
water uses, assured storage operation, and appropriate operating agreements,
during which the purchaser would have the maximum requirement for peaking or
energy after utilizing the firm capabjlity of all resources available to its
system in such a manner as to place the least requirement for capacity and
energy on BPA. '

(4) Critical water conditions are those conditions of
streamflow based on historical records, adjusted for current water uses,
assured storage operation, and appropriate operating agreements, for the
year or years which would result in the minimum capability of the
purchaser's firm resources during the critical period.

(5) Prior to the beginning of each year the purchaser shall
determine the assured capability of each of the purchaser's systems in terms
of peaking and average energy for each month of each year or years within
the critical period. The firm capability of all resources available to the
purchaser's system shall be utilized in such a manner as to place the least
requirement for capacity and energy on BPA. Such assured capability shall
be effective after review and approval by BPA.

(6) The purchaser's assured energy capability shall be
determined by shaping its firm resources to its firm load in a manner which
places a un1form requirement on BPA within each year of the ¢ritical period

+ha nnv\rhacnmlc
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annual load growth.

(7) As used herein, the capability of a firm resource shall
include only that portion of the total capability of such resource which the
purchaser can deliver on a firm basis to its load. The capabilities of all
generating facilities which are claimed as part of the purchaser's assured
capability shall be determined by test or other substantiating data
acceptable to BPA. BPA may require verification of the capabilities of any
or all of the purchaser's generating facilities. Such verification will not
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be required more often than once each year for operating plants, or more
often than once each third year for thermal plants in cold standby status,
if BPA determines that adeguate annual preventive maintenance is performed
and the plant is capable of operating at its claimed capability.

(8) In determining assured capability, the aggregate
capability of the purchaser's firm resources shall be appropriately reduced
to provide adequate reserves.

b. Determination of Assured Capability: The purchaser’s assured
peaking and energy capabilities shall be the respective sums of the
capabilities of its hydroelectric generating plants based on the most
critical water conditions on the purchaser's system, the capabilities of its
thermal generating plants based on the adverse fuel or other conditions
reasonab1y to be ant1c1pated and the firm capabilities of other resources
made available under contracts prior to the beginning of the year, after
deduction of adequate reserves. Assured capabilities shall be determined
for each month if the purchaser has seasona? storage. The capabilities of

11 L

the purcnaser $ firm resources shall be determined as follows:

(1) Hydroe]ectric Generating Facilities: The capability of
each of the purchaser's hydroelectric generating plants shall be determined
in terms of both peaking and average energy using critical water

conditions. The average energy capability shall be that capability which
would be available under the storage operation necessary to produce the
claimed peaking capability.

C

ﬂ+n
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the purchaser's hydroe 1ectric resources in such a manner that when combined
|
i

with the purchaser's thermal generating facilities, if any, and with firm
capacity and energy available to the purchaser under contracts, a uniform
energy computed demand for a period of one (1) month or more wou1d result.

A purchaser having seasonal storage shall, within 10 days
after the end of each month in the critical period, notify BPA in writing of
the assured energy capability to be applied tentatively to the preceding

month:; such notice shall also specify the purchaser’s hest estimate of its

average system energy load for such month If such notice is not submitted,
or is submitted later than 10 days after the end of the month to which it
applies, subject to the limitations stated herein, the assured energy
capability determined for such month prior to the beginning of the year
shall be appiied to such month and may not be changed thereafter.

If notice has been submitted pursuant to the preceding
paragraph, the purchaser shall, within 30 days after the end of the month,
submit final specification of the assured energy capability to be applied to
the preceding month; provided that the assured energy capability so
specified shall not differ from the amount shown in the ariginal notice by
more than the amount by which the purchaser's actua) average system energy
Toad for such month differs from the estimate of that load shown in the

...... TL b = - o ad -__- P R
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from that determined prior to the beginning of the year for such month, the
purchaser, if required by BPA, shall demonstrate by a suitable regulation
study based on critical water conditions that such change could actualiy be
accompiished, and that the remaining balance of its total critical period
assured enerqgy capability could be developed without adversely affecting the
firm capability of other purchaser's resources. The algebraic sum of all
such changes in the purchaser's assured energy capability shall be zero at
the end of the critical period or year, whichever is earlier. Appropriate
adjustments in the assured peaking capability shall be made if required by
any change in reservoir operation indicated by such revisions in the monthly
distribution of critical period energy capability.

(2) Thermal Generating Facilities: The capability of each
of the purchaser's thermal generating plants shall be determined in terms of
both peaking and average energy. Such capabilities shall be based on the
adverse fuel or other conditions reasonably to be anticipated. The effect
of limitations on fuel supply due to war or other extraordinary situations
will be evaluated at the time of occurrence.

(3) Other Sources of Power: The assured capability of other
resources available to the purchaser on a firm basis under contracts shall
be determined prior to each year in terms of both peaking and average energy.

c¢. Determination of Computed Demand: The purchaser’s computed
demand for each billing month shall be the greater of:

(1) The largest amount during such month by which the
purchaser's actual 60-minute system demand, excluding any loads otherwise
provided for in the contract, exceeds its assured peaking capability for
such month, or period within such month, or

(2) The largest amount for such month, or period within such
month, by which the purchaser's actual system average energy load, excluding
the average energy loads otherwise provided for in the contract, exceeds its
assured average energy capability.

The use of computed demands as one of the alternatives in
determining billing demand is intended to assure that each purchaser who
purchases power from BPA to supplement its own firm resources will purchase
amounts of power substantially egquivalent to the additional capacity and
energy which the purchaser would otherwise have to provide on the basis of
normal and prudent operations, viz, sufficient capacity and energy to carry

Vi A LRk Y S RRERT

the Toad through the most critical water or other conditions reasonably to
be anticipated, with an adequate reserve.

Since the computed demand depends on the relationship of
capability of resources to system requirements, the computed demand for any
month cannot be determined until after the end of the month. As each
purchaser must estimate its own load, and is in the best position to follow
its development from day to day, it will be the purchaser's responsibility
to request scheduling of priority and new resource firm power, including any
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increase over previousily established demands, on the basis estimated by the
purchaser to result in the most advantageous purchase of the power to be
billed at the end of the month.

SECTICON 2.4. Restricted Demand: A restricted demand shall be the
number of kilowatts of priority firm power, new resource firm power,
modified firm power, industrial firm power, or authorized increase of any of
the preceding classes of power which results when BPA has restricted
delivery of such power for one (1) clock-hour or more. Such restrictions by
BPA are made pursuant to the power sales contract for industrial firm power
and pursuant to Section 1.1 and 1.2 of the General Rate Schedule Provisions
for priority and new resource firm power and modified firm power,
respectively. Such restricted demand shall be determined by BPA after the
purchaser has made its determination to accept such restriction or to
curtail its contract demand for the month in accordance with Section 2.5 of
the General Rate Schedule Provisions.

SECTION 2.5. Curtailed Demand: A curtaiied demand shall be the number
of kilowatts of priority firm power, new resource firm power, modified firm
power, industrial firm power, or authorized increase of any of the preceding
classes of power which results from the purchaser's request for such power
in amounts less than the contract demand therefor. Fach purchaser of
industrial firm power or modified firm power may curtail its demand in
accordance with the contract. Each purchaser of an authorized increase in
excess of priority firm power, new resource firm power, modified firm power,
or industrial firm power may curtail its demand in accordance with
Section 1.5 of the General Rate Schedule Provisions.

SECTION 3.1. Billing: Unless otherwise provided in the contract,
power made available to & purchaser at more than one point of delivery shall
be billed separately under the applicable rate schedule or schedules. The
contract may provide for combined billing under specified conditions and
terms when {a) delivery at more than one point is beneficial to BPA; or
(b) the flow of power at the several points of delivery is reasonably beyond
the control of the purchaser.

If deliveries at more than one point of delivery are billed on a
combined basis for the convenience of the customer, a charge will be made
for the diversity between the measured demands at the several points of
delivery. The charge for the diversity shall be determined in a uniform
manner among purchasers and shall be specified in the contract.

SECTION 3.2. ODetermination of Estimated Billing Data: If the
purchased amounts of capacity, energy, or the 60-minute integrated demands
for energy must be estimated from data other than metered or scheduled
quantities, BPA and the purchaser will agree on billing data to be used in
preparing the bill. If the parties cannot agree on estimated billing
quantities, a determination binding on both parties shall be made in
accordance with the arbitration provisions of the contract.

A-12



EXHIBIT A

FATYMAAL A 4 A Y e e My A e T B e T Y X

SECTION 4.1 Appiication of Rates during Initial Operation Period: For
an initial operating period, not in excess of 3 months, beginning with the
commencement of operation of a new industrial plant, a major addition toc an
existing plant, or reactivation of an existing plant or important part
thereof, BPA may agree (a) to bill for service to such new, additional, or
reactivated plant facilities on the basis of the measured demand for each
day, adjusted for power factor; or (b) if such facilities are served by a
distributor purchasfng power therefor from BPA to bill for that portion of
such distributor s load which results from service to such facilities on the
basis of the measured demand for each uqy adjusted for power factor. Any
rate schedule provisions regarding contract demand, billing demand, and
minimum monthly charge which are inconsistent with this Section shall be
inoperative during such initial operating period.

The initial operating period and the special billing provisions may, on
approval by Bonnevillle, be extended beyond the initial 3-month period for
such additional time as is justified by the developmental character of the
operations.

SECTION 5.1. Energy Supplies for Fmergency lUse: A purchaser taking
priority and/or new resource firm power shall pay in accordance with
Wholesale Nonfirm Energy Rate Schedule NF-1 and Emergency Capacity Schedule
CE~1 for any electric energy which has been supplied; (a) for use during an
emergency on the purchaser's system; or (b) following an emergency to
replace energy secured from sources other than BPA during such emergency,
except that mutual emergency assistance may be provided and settled under
exchange agreements.

SECTION 6.1. Billing Month: Meters will normally be read and bills
computed at intervals of 1 month. A month is defined as the interval
between meter-reading dates which normally will be approximately 30 days.

If service is for less or more than the normal b1111ng month, the monthly
charges stated in the applicable rate schedule will be appropriately
adjusted. Winter and summer periods identified in the rate schedules will
begin and end with the beginning and ending of the purchaser's billing month

having meter-reading dates closest to the periods so identified.

SECTION 7.1. Payment of Bills: Bills for power shall be rendered
monthly and shall be payable at BPA's headquarters. Failure to receive a
bill shall not release the purchaser from liability for payment. Demand and
energy billings under each rate schedule application shall be rounded to

M | An11l al
whole dollar amounts, by elimination of any amount of less than 50 cents and

increasing any amount from 50 cents through 99 cents to the next higher
dollar.

If BPA is unable to render the purchaser a timely monthly bill which
includes a full disclosure of all billing factors, it may elect to render an
estimated bill for that month to be followed at a subsequent billing date by
a final bill. Such estimated bill, if so issued, shall have the validity of
and be subject to the same repayment proyisions as shall a fipa) bill.

A-13



EXHIBIT A

Bi11s not paid in full on or before the close of business of the 20th
day after the date of the bill shall bear an additional charge which shall
be the greater of one-fourth percent {0.25%) of the amount unpaid or $50.
Thereafter a charge on one-twentieth percent (0.05%) of the sum of the
initial amount remaining unpaid and the additional charge herein described
shall be added on each succeeding day until the amount due is paid in full.
The provisions of this paragraph shall not apply to bills rendered under
contracts with other agencies of the United States.

Remittances received by mail will be accepted without assessment of the
charges referred to in the preceding paragraph provided the postmark
indicates the payment was mailed on or before the 20th day after the date of
the bil11. If the 20th day after the date of the bill is a Sunday or other
nonbusiness day of the purchaser, the next following business day shall be
the last day on which payment may be made to avoid such further charges.
Payment made by metered mail and received subsequent to the 20th day must
bear a postal department cancellation in order to avoid assessment of such
further charges.

BPA may, whenever a power bill or a portion thereof remains unpaid
subsequent to the 20th day after the date of the bill, and after giving 30
days advance notice in writing, cancel the contract for service to the
purchaser, but such cancellation shall not affect the purchaser's liability
for any charges accrued prior thereto.

SECTICM 8.1. Approval of Rates: Schedules of rates and charges, or
modifications thereof, for electric power sold by BPA shall become effective
on a final basis after confirmation and approval by the Federal Energy
Pegulatory Commission. Pending the establishment of procedures by the
Commission to approve rates on a final basis, the entity or entities having
been designated by the Secretary of Energy prior to December 5, 1980, shall
have authority to confirm and approve schedules of rates and charges on an
interim basis.

SECTICN 9.T. Average Power Factor: The formula for determining average
power factor is as foliows:

Kilowatthours

Average Power Factor =

’\/}KiTowatthours)g + {Reactive Kﬂovo]t—ampere-hows)2

The data used in the above formuia shall be obtained from meters which
are ratcheted to prevent reverse registration.

When deliveries to a purchaser at any point of delivery include more
than one class of power or are under more than one rate schedule, and it is
impracticable to separately meter the kilowatthours and reactive
kilovoltamperehours for each class, the average power factor of the total
deliveries for the month will be used, where applicable, as the power factor
for each of the separate classes of power and rate schedules.
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SECTION 10.1. Temporary Curtailment of Contract Demand: The
reduction of charges for power curtailed pursuant to the purchaser's
contract and Section 1.5 and 2.5 hereof shall be applied in a uniform manner.

SECTION 11.1. General Provisions: The Wholesale Rate Schedules
General Rate Schedule Provisions of the BPA Power Administration effect
July 1, 1981, supersede in their entirety BPA's Wholesale Power Rate

Schedule Provisions effective December 20, 1979.
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[. RELATING TO ALL PURCHASERS
A. IN REFERENCE TO MEANING

1. Definitions. The definitions in the body of this contract and the
following additional definitions apply to this exhibit.

(a) "Billing Month," when used with respect to a Direct-Service Industrial
Customer, means a calendar month.

(b) "Contractor" means the Purchaser.

(c) "Direct Service Industrial Customer" means a purchaser of industrial
firm power, modified firm power, or similar classes of power under contracts
providing for the purchase of any such class of power directly from Bonneville.

(d) "Federal System" or "Federal System Facilities"

means the facilities
of the Federal Columbia River Power System, which for the purposes of this
contract shall be deemed to include the generating facilities of the Government
in the Pacific Northwest for which Bonneviile is designated as marketing agent;
the facilities of the Government under the jurisdiction of Bonneville; and any
cther facilities:
(1) from which Bonneville receives all or a portion of the generating
capability (other than station serQice) for use in meeting Bonneville's

loads, such facilities being included only to the extent Bonneville has the

right to receive such capability; provided, however, that "Bonneville's

loads" shall not include that portion of the loads of any Bonneville
customer which are served by a nonfederal generating resource purchased or
owned directly by such customer which may be scheduled by Bonneville;

(2) which Bonneville may use under contract, or license; or
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(3) to the extent of the rights acquired by Bonneville pursuant to
the Treaty, between the Government and Canada, relating to the cooperative
development of water resources of the Columbia River Basin, signed in

Washington, D.C., on January 17, 1961.

(e) “"Federal Energy Regulatory Commission'" means the Federal Energy
Regulatory Commission or its successor.

(f) "Measured Demand" when used with respect to a Direct Service
Industrial Purchaser means the largest of the Integrated Demands, adjusted as
appropriate to the Point of Delivery, for the time periods for which there is a
demand charge specified in the applicable rate schedule in the Wholesale Power
Rate Schedule and General Rate Schedule Provisions Exhibit during a Billing
Month.

(g) "Point{s) of Delivery" means the point(s) of delivery listed either in
the Points of Delivery Exhibit to this contract or in the body of this contract.

(h) "P.L. 96-501" means the Regional Act.

(i) "Transferor" means an entity which receives Bonneville's power or
énergy at one point on such entity's system and makes such power or energy
available at another point on its system for the account of Bonneville.

(Jj) "Uncontrollable Forces" means: |

(1) strikes or work stoppage affecting the operation of the

Purchaser's works, system, or other physical facilities or of the Federal

System Facilities or the physical facilities of any Transferor upon which

ion is completely dependent; the term

LR TR LY

such onera
opera

1P LS R -7

[ad

shall be deemed to include threats of imminent strikes or work stoppage

which reasonably require a party or Transferor to restrict or terminate its
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operations to prevent substantial loss or damage to its works, system, or
other physical facilities; or
(2) such of the following events as the Purchaser or Bonneville or
any Transferor by exercise of reasonable diligence and foresight, could not
reasonably have been expected to avoid:

(A) events, reasonably beyond the control of either party or any
Transferor, causing failure, damage, or destruction of any works,
system or facilities of such party or Transferor; the word "failure"
shall be deemed to include interruption of, or interference with, the
actual operation of such works, system, or facilities;

(B) floods or other conditions taused by nature which 1imit or
prevent the operation of, or which constitute an imminent threat of
damage to, any such works, system, or facilities; and

(C) orders and temporary or permanent injunctions which prevent
operation, in whole or in part, of the works, system, or facilities of
either party or any Transferor, and which are issued in any bona fide
proceeding by:

(i) any duly constituted court of general jurisdiction; or
(#i) any administrative agency or officer, other than

Bonneville or its officers, provided by law (a) if said party or

Transferor has no right to a review of the validity of such order

by a court of competent jurisdiction; or (b) if such order is

operative and effective unless suspended, set aside, or annulled

by a court of competent jurisdiction and such order is not

suspended, set aside, or annu11ed in a judicial proceeding
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prosecuted by said party or Transferor in good faith; provided,
however, that if such order 1s suspended, set aside, or annulled
in such a judicial proceeding, it shall be deemed to be an

"uncontrollable force" for the period during which it is in

effect; provided, further, that said party or Transferor, shall

not be required to prosecute such a proceeding, in order to have
the benefits of this section, if the parties agree that there is
no valid basis for contesting the order.

The term "operation" as used in this subsection shall be
deemed to fnclude construction, if construction is required to
implement the contract and is specified therein.

(k) "Utility" means a party to a residential purchase and sale agreement
offered pursuant to section 5(c) of P.L. 96~501 which shall also be referred to
as the "Purchaser” for the purposes of this exhibit.

2. Interpretation.

(a) The provisions in this exhibit shall be deemed to be a part of the
contract body to which they are an exhibit. If a provision in such contract
body is in conflict with a provision contained in this exhibit, the former
shall prevail.

(b) If a provision in the General Rate Schedule Provisions incorporated in
the Wholesale Power Rate Schedules and General Rate Schedule Provisions Exhibit
is in conflict with a provision contained in this exhibit or the contract body,
this exhibit or the contract body shall prevail.

{(c) Nothing contained in this contract shall, in any manner, be construed

to abridge, limit, or deprive any party hereto of any means of enforcing any
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remedy, either at law or in equity, for the breach of any of the provisions of

this contract which it would otherwise have.

B. IN REFERENCE TO COMPUTATION OF CHARGES

3.  Measurements. Each measurement of each meter mentioned in this
contract shall be the measurement automatically recorded by such meter or, at
the request of either party, the measurement as mutually determined by the best
available information.

If it is provided in this contract that measurements made by any of
the meters specified therein are to be adjusted for losses, such adjustments
shall be made by using factors, or by compensating the meters, as agreed upon
by the parties hereto. If changes in conditions occur which substantially
affect any such loss factor or compensation, it will be changed in a manner
which will conform to such change in conditions.

4. Adjustment for Change of Conditions. Changes in conditions may occcur

after the date of execution of this contract which substantiaily affect factors
required by this contract to be used in determining (a) the charge for a
service or for use of facilities provided by Bonneville other than charges for
the sale of electric power and energy or (b) the amount of losses from the
transmission or transformation of electric power or energy. Such factors will
then be changed in an equitabie manner which will conform to such changes in
conditions.

5. Adjustment for Inaccurate Metering. If any meter mentioned in this

contract fails to register, if the measurement made by such meter during a test



Exhibit B, Page 6 of 48

General Contract Provisions

8/25/81
made as provided in section 26 hereof varies by more than one percent from the
measurement made by the standard meter used in such test or if an error in
meter reading occurs, adjustment shall be made correcting all measurements for
the actual period during which such inaccurate measurements were made, if such
period can be determined. If such period cannot be determined the adjustment
shall be made for the period immediately preceding the test of such meter which
js equal to the lesser of (a) one-half the time from the date of the last
preceding test of such meter or (b) 6 months. Such corrected measurements
shall be used to recompute the amounts due from the Purchaser for the electric
power and enerqgy made available under this contract during such period and
shall be used, when applicable, in future billings to the Purchaser. If the
total amount due from the Purchaser for such period as recomputed varies from
the total amount previously billed by Bonneville, Bonneville shall adjust the
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6. Adjustment for Unbalanced Phase Demands. If the Purchaser fails to

make promptly the changes mentioned in section 24 hereof, Bonneville may, after
giving written notice one month in advance, determine that the Measured Demand
of the Purchaser at the Point of Delivery in question during each month
thereafter, until such changes are made, is equal to the product obtained by
multiplying by three the largest of the Integrated Demands on any phase
adjusted as appropriate to such point during such month.

7. Reducing Charges for Interruptions. If deliveries of electric power

and energy to the Purchaser are suspended, interrupted, interfered with or
curtailed due to Uncontrollable Forces on either the Purchaser's system, the

Federal System or any Transferor's system, or if Bonneville or any Transferor
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interrupts or reduces deliveries to the Purchaser for any of the reasons stated
in section 14 hereof, the charges for power shall be appropriately reduced.
Partial interruptions shall be converted to an equivalent outage of total
Measured Demand. No total outage or equivalent outage of less than 30 minutes

duration shall be considered for computation of such reduction in charges.

C. IN REFERENCE TG RATES

8. Equitable Adjustment of Rates.

(a) Bonneville shall establish, periodically review and revise ratés for
the sale and disposition of electric power, capacity or energy sold pursuant to
the terms of this contract. Such rates shall be established in accordance with
applicable law.

(b) As used in this section, the words "Rate Adjustment Date" mean any
date as specified by Bonneviile in a notice of intent to file revised rates as

pubiished in the Federai Register; provided, however, that such date shali

not occur sooner than (1) nine months from the date that such notice of intent
is published; or (2) twelve months from any previous Rate Adjustment Date. By
giving written notice to the Purchaser 45 days prior to such Rate Adjustment
Date, Bonneville may delay such Rate Adjustment Date for up to 90 days if

Bonneville determines either that the revenue level of the proposed rates

differs by more than five percent from the revenue requirements indicated by
most recent repayment studies entered in the hearings record or that externa
events beyond Bonneville's control will prevent Bonneville from meeting such

Rate Adjustment Date. PRonneville may cancel a notice of intent to file revised
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rates at any time (1) by written notice to the Purchaser; or {2) by publishing
in the Federal Register a new notice of intent to file revised rates which
specifically cancels a previous noticé.
(¢) The Purchaser shall pay Bonneville for the electric power and energy
made available under this contract during the period commencing on each Rate
Adjustment Date and ending at the beginning of the next Rate Adjustment Date at
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period for service of the class, quality, and type provided for in this
contract, and in accordance with the terms thereof, and of the General Rate
Schedule Provisions as changed with, incorporated in or referred to in such
rate schedule. New rates shall not be effective on any Rate Adjustment Date
unless they have been approved on a final or interim basis by a governmental
agency designated by law to approve Bonneville rates. Rates shall be applied

in accordance with the terms thereof

Te Provisions as
changed with, incorporated in or referred to in such rate schedule and the
terms of this contract.
(d) (1) Bonneville reserves the authority to impose a conservation
surcharge as provided by section 4(f) and 7(h) of P.L. 96~501. The
Purchaser shall pay the amount of any such surcharge so imposed as part of
its payment to Bonneville for wholesale power.
(2) Bonneville and the Purchaser recognize that cost-effective model
conservation standards are to be adopted by the Pacific Northwest Electric
Power and Conservation Planning Council ("the Council") pursuant to

P.L. 96-501, and that, in accordance with section 4(f) of P.L. 96-501, such

standards are required to include, but are not limited to, standards
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applicable to Customer and governmental conservation programs. Bonneville
will make available financial assistance to implement such cost-effective
standards pursuant to its obligations under section 6(a)(1) and 6(e)(1) of
P.L. 96-501, and as described at page 43 of the Report of the Committee on
Interior Affairs of the U.S. House of Representatives (Report No. 96-976,
Part II) regarding section 4(f).

(3) Upon adoption of a methodology as provided in section 4(f)(2) and
section 4(e)(3)(G) of P.L. 96-501, Bonneville will give notice of intent to
adopt a rule, provide opportunity for public comment, and publish draft
procedures in the Federal Register for imposing surcharges. Such rule
shall include:

(A) standards to be met before Bonneville will excuse surcharges
which would otherwise be appropriate, consistent with Bonneville's
obligations to implement cost-effective conservation measures to the
maximum extent practicable;

(B) that Bonneville will impose surcharges to the extent not
excused or suspended under the terms of the rule;

(C) an opportunity for interested persons to present views,
data, questions, and arguments to Bonneville relevant to the
imposition of surcharges in specific instances, and the adequacy of
financial assistance made available by Bonneville;

(D) that surcharges imposed will be continued to the extent and
for the period projected energy savings attributable to cost-effective

mode] conservation standards are not achieved;
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(E) for recovery from the Purchaser of the additional costs
(including increases in the Utility's average system cost) that
Bonneville will incur because the projected energy savings
attributable to model conservation standards have not been achieved,
subject to the limitations set forth in sections 4(f)(1) and 4(f)(2)

of P.L. 96-501; provided, however, that surcharges will not be

levied as a result of an increase in a Utility's average system cost

except to the extent that the Utility failed to implement conservation

measures that are designed to be cost~effective for its Consumers in
terms of the electric rates its Consumers pay.

(4) Nothing in this section shall waive or prejudice the right of any
person or Customer to assert any of its legal rights with respect to the
model conservation standards, their application, or the imposition of any
surcharges.

{(e) Bonneville's wholesale power rates established on any Rate Adjustment
Date shall be developed consistent with the provisions of section 7 of
P.L. 96-501. Bonneville shall develop in consultation with its utility
Customers and shall publish by July 1, 1983, methodologies as required for
implementing section 7(b)(2).

(f) Power Cost Allocations After July 1, 1985. Power cost allocations

among Customer classes will follow the same methods set forth in Appendix B of

the Senate Report $.885 (S. Rep. 272, 96 Cong., 1lst Sess. 1979) for the period
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after July 1, 1985, and in the same general manner as further explained in the
1981 Bonneville wholesale power rate case by Exhibit U submitted in such rate

case and the accompanying Bonneville testimony,

(h) Individual Customer Rate Limit Under Section 7(f) of P.L. 96-501.

(1) The provisions of this subsection shall apply to any Customer
from whom or on behalf of whom Bonneyille has acquired a resource pursuant to
section 6 of P.L. 96-501, if and to the extent such Customer purchases Firm
Power from Bonneville at a rate established pursuant to section 7(f) of
P.L. 96-501.

(2) The rate established pursuant to section 7(f) charged to any such
Customer for an amount of Firm Power not exceeding that acgquired by Bonneville
from or on behalf of such Customer, exclusive of any costs allocated to such
rate in accordance with sections 7(b)(3), 7(g), and 7(h)} of P.L. 96-501, shall
not exceed the average cost of the resources acquired by Bonneville from such
Customer, exclusive of resources whose costs are allocated by Bonneviile
pursuant to section 7(g) and any resources acquired under section 5(c). The
average cost of such resources shall be adjusted for any additional costs such
" Customer would have incurred in order to provide itself the same quantity and
quality of power from such resources if such resources had not been acquired by
Bonneville.

(3) Bonneville shall develop a methodology for performing the
adjustments required by paragraph (2) by procedures comparable to those

employed in establishing the methodology referred to in subsection (e) above.
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(4) Costs not recovered from any Customer because of the provisions
of paragraph (2) shall be recovered from other Customers through rates
established pursuant to section 7(f), to the extent that such recovery can be
made without exceeding the allowable section 7(f) rates for such other
Customers pursuant to paragraph (2). To the extent such recovery cannot be
made without exceeding the allowable section 7(f) rates established pursuvant to
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and kilowatthour basis among all Firm Power purchased by Customers under rates
established pursuant to section 7(f) and not be borne by other Customer classes
under rates established pursuant to sections 7(b) and 7(c) of P.L. 96-501. The
pro rata recovery shall be limited to rates established pursuant to

section 7(f) and shall not increase the cost of the "other resources" specified
in section 7{b)(1) of P.L. 96-501.

(i) Rates for Firm Power sold pursuant to sections 14 and 17 of the
utility power sales contract shall be established in such a fashion that the
Purchaser shall not be billed for Firm Power during any twelve month rate
period in excess of the amount to which the Purchaser was entitled to take

during such twelve-month period.

(j) Allocation of Certain Section 7(g} Costs. Costs of uncontrollable

events, including but not 1imited to costs of a terminated generating facility,

and costs of ex LY , in excess of the cost of cost-effective
resources, shall be allocated pursuant to section 7(g) of P.L. 96-501 and shall
be allocated among Customers on a uniform per kilowatt or kilowatthour basis.

Beginning on July 1, 1985, such costs and other costs allocated pursuant to
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section 7(g) of P.L. 96-501 will be refiected in the rates charged
Direct-Service Industrial Customers only to the extent they modify Bonneville's
wholesale power rates to public body and cooperative Customers for power that
serves such Customers' retail industrial Consumers.

(k) Bonmneville's wholesale power rates shall include the amount by which
the cost of resources acquired either at the request of the Purchaser pursuant
to section 17(j) of the utility power sales contract or at the request of other
Customers under similar power sales contracts exceed the estimated revenues
Bonneville expects to recover for sale of such power pursuant to
section 19(b){1)(E) of such contract or similar power sales contracts. Such
costs shall be recovered from Bonneville's Customers pursuant to section 7(g)
of P.L. 96-501, as the cost of an uncontrollable event.

(1) Allocation of Exchange Resources. The energy or capacity, or both,

associated with resources acquired by Bonneville pursuant to section 5(c)(2) of
P.L. 96-501 shall be allocated at the cost thereof to Customers purchasing Firm
extent that the load requirements of such Customers exceed the amount of
Federal base system resources, including replacements thereto, determined to be
available for ratemaking purposes. Such energy and capacity allocated to
Customers purchasing Firm Power under rates established pursuant to

section 7(f) of P.L. 96-501 shall be allocated at the cost thereof. The total
cost of resources acquired under section 5{(c) of P.L. 96-501 allocated to
Direct-Service Indﬁstria] Customers purchasing power under rates established

pursuant to section 7(c)(1)(A) of P.L. 96-501 shall not exceed the average
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costs associated with the amount of such resources determined by Bonneville to
be required to serye that portion of the firm load of Direct-Service Industrial
Customers not served by other resources.

(m} Revenue obtained by Bonneville through the recapture of costs
associated with section 5(c)(7)}(C) of P.L. 96-501 shall be equitably allocated
through Bonneville's wholesale power rates to Customer classes in proportion to
the respective prior payment of such costs by such classes through Bonnevilie's
wholesale power rates.

(n) Bonneville shall consult with the Purchaser and other Customers prior
to making a determination to replace reductions in the capability of the
Federal base system resources and shall make such replacements in an
economically prudent manner. Resources acquired as a replacement shall not be
from resources purchased by Bonneville under section 5(¢} of P.L. 96-501. A1)
or a portion of a resource acquired from or on behalf of the Purchaser may be
used as a replacement according to the terms specified in the resource purchase
agreement. Bonneville may replace reductions in the capability of the Federal
base system resources for plant delays when and to the extent needed to meet
the sum of (1) Bonneville's obligation to supply Firm Power during an Operating
Year to public bodies, cooperatives and Federal agencies; and (2) Bonneville's
firm contractual obligations with its other Customers in place on the effective
date of P.L. 96-501 and which contracts are or would have been effective during

such Operating Year.
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D. 1IN REFERENCE TO DELIVERY OF POWER

9. Character of Service. Unless otherwise specifically provided for in

the contract, electric power or energy made available pursuant to this contract
shall be in the form of three-phase current, alternating at a nominal frequency

of 60 hertz.

16. Point(s) of Delivery and Delivery Voltage. Electric power and energy

shall be delivered to each Purchaser at the Point(s) of Delivery and at such
voltage(s) as specified. Unless otherwise agreed, delivery at more than one
voltage shall constitute delivery at more than one point.

11. Metered Quantities. The amount(s) of energy, Integrated Demands

therefor and amount(s) of reactive energy delivered to the Point{s) of Delivery
during each month shall be determined from measurements made by meters
installed for such Point(s) of Delivery in the circuit specified,

12. Where Additional Facilities Required. If additional delivery point

facilities must b a
increase in the Purchaser's contract demand, or in the Purchaser's requirements
if Bonnevilie agrees by this contract to supply such requirements, Bonneville
shall not be required to provide such additional facilities unless the parties
mutually agree: (a) that Bonneville's providing such facilities is in
accordance with its customer service policies; (b) that reascnable utilization
has been made of existing facilities; and (c) that reasonable utilization of

such additional facilities will be assured. If the parties so agree,

Bonneville nevertheless shall not become obligated to supply such increase in
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such demand or requirements until such period of time has elapsed as may be

reasonably necessary to complete the installation of such additional facilities.

13. Uncontrollable Forces. Each party shall notify the other as scon as

possible of any Uncontrollable Forces which may in any way affect the delivery
of power hereunder., In the event the operations of either party are
interrupted or curtailed due to such Uncontrollable Forces, such party shall
exercise due di

ligence to reinstate such operations with reasonable dispatch.

14. Continuity of Service. The Purchaser, Bonneville or a Transferor may

temporarily interrupt or reduce deliveries of electric power or energy if the
Purchaser, Bonneville or the Transferor determines that such interruption or
reduction is necessary or desirable in case of system emergencies, or in order
to install equipment in, make repairs to, make replacements within, make
investigations and inspections of, or perform other maintenance work on, the
Purchaser's facilities, the Federal System or the Transferor's system. Except
in case of emergency and in order that the Purchaser's operations will not be
unreasonably interfered with, Bonneville shall give notice to the Purchaser of
any such interruption or reduction, the reason therefor, and the probable
duration thereof to the extent Bonneville has knowledge thereof. The Purchaser
or Bonneville shall effect the use of temporary facilities or equipment to
minimize the effect of any such interruption or outage to the extent reascnable
or appropriate.

15. Delivery by Transfer. If it is provided in this contract that

delivery to the Purchaser at any Point of Delivery will be made by transfer

over the facilities of a Transferor or Transferors:
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{(a) Bonneville shall be obliigated to make available to the Purchaser at
such point only such amounts of electric power and energy as are made available
tc the Purchaser by such Transferor or Transferors at such point, and the
obligation of Bonneville to make electric power and energy available to the
Purchaser at such point shall be in all respects subject to all provisions
contained in the agreement or agreements executed, or to be executed, if not
already in effect, by Bonneville and such Transferor or Transferors providing
for such transfer;

(b) Bonneville shall use its best efforts to effect a quality of service
to the Purchaser comparable to that provided under direct service from
Bonneville; and

(c) Bonneville's right to terminate deliveries at such point, under the
agreement or agreements providing for such transfer, shall not be exercised
while such Transferor or Transferors meet their obligations to make such
deliveries under such agreement or agreements unless (1) the Purchaser consents
thereto; or (2) Bonneville determines that the Purchaser's requirements for
electric power and energy at such point may be adequately supplied under
b
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from the Federal System (B) indirectly from the facilities of another

Transferor or Transferors, or (C) both.

E. IN REFERENCE TO PAYMENT FOR POWER

16. Determination of and Assignment of Measured Demand. Bonneville in

determining Measured Demand shall exclude any abnormal Integrated Demand or
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Measured Amount due to or resulting from (a) emergencies or breakdowns on, or
maintenance of, the Federal System Facilities; and (b) emergencies on the
Purchaser's facilities to the extent Bonneville determines that such facilities
have been adequately maintained and prudently operated.
If timely determination of Measured Demand cannot be made, such
determination shall be made in accordance with section 19 below.

Where Bonneville delivers
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pursuant to this or other contracts, more
than one class of electric power to the Purchaser at any Point of Delivery, the
portion of the Measured Demand assigned to each such class of power shall be as
specified in such contracts. Any portion of Measured Demand which is not
assigned to other classes of power delivered pursuant to this or other

contracts shall be deemed to be a Firm Power delivery under this contract.

17. Billing At Multiple Points of Delivery. For electric power or energy

made available hereunder to the Purchaser at more than one Point of Delivery,
the Purchaser shall be billed for each Point of Delivery separately on a
non-coincidental basis under the applicable rate schedule in the Wholesale
Power Rate Schedules and General Rate Schedule Provisions Exhibit, unless
otherwise provided herein. The Points of Delivery Exhibit may provide for
combined billing on a coincidental basis under specified conditions and terms
either when delivery at more than one point is beneficial to Bonneville or when
the flow of power at several Points of Delivery is reasonably beyond the
contral of the Purchaser.

If deliveries at more than one Point of Delivery are billed on a

coincidental basis for the convenience of the Purchaser, a charge shall be made
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for the diversity among Measured Demands at such Peoints of Delivery. Charges
for diversity shall be specified in the Special Provisions Exhibit and
determined in a uniferm manner amcng Customers.

At any rate adjustment date after January 1, 1982, Bonneville may
establish its wholesale power rate schedules applicable to this contract using
Customers' coincidental peak demands as the basis for proportioning its revenue
recovery. In such event all diversity factors or charges applicable to
Measured Demands determined on a coincidental basis shall be invalid and
appropriate factors to reduce Measured Demands determined on a non-coincidental
basis shall be deveioped and applied.

18. Payment of Bills. Bills for power shall be rendered monthly and

shall be payable at Borneville's headquarters. Failure to receive a bill shall
not release the Purchaser from liability for payment. Each calculated monetary
amount in a wholesale power bill shall be rounded to a whole doltar amount, by
elimination of any amount of less than 50 cents and increasing any amount from
50 cents through 99 cents to the next higher dollar.

If Bonneville is unable to render the Purchaser a timely monthly bill
which includes a full disclosure of all billing factors, it may elect to render
an estimated bill for that month to be followed by the final bill. Such
estimated bill, if so issued, shall have the validity of and be subject to the
same payment provisions as shall a final bill.

Bills not paid in full on or before the date specified in the Payment
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s section, or its successor, ©
incorporated in the Wholesale Power Rate Schedules and General Rate Schedule

Provisions Exhibit shall bear additional charges as specified therein.
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Remittances received by mail will be accepted without assessuent of
the charges referred to in the preceding parayraph proviueu the postuark

indicates the paynent was uailed on or before the 20th aay after the cate of
the bill. If the 20th day after the date of the bill is a Sunway or other
nonbusiness day of the Purchaser, the next following business cay shall be the

last day on which payment may be made to aveid such further charges. Paynent
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departrnent cancellation in order to avoid assesswent of such further charges.

Bonneville may, whenever a power bill or a portion thereof renains
unpaid subsequent to the 20th day after the date of the bill, ana after giving
30 days advance notice in writing, cancel the contract for service to the
Purchaser, but such cancellation shall not affect the Purchaser's liability for
any charges accrued prior thereto.

19. Determination of Estimated Billing Data. If the aiounts of power or

energy which have been delivered hereunager rnust be estinatea from aata other
than metered quantities, scheduled quantities or tabulations of hourly
interchange prepared by the Purchaser, Bonneville and the Purchaser shall ayree
on estimated billing data to be useda in preparing the bill.

20. Average Power Factor. The formula for weternining average power

factor is as follows:

Average Power Factor = Kilowatthours

’\/fki]owatthours)zi+ (Reactive Kﬂovolt-ampere-hours)2

The data used in the above formula shall be obtained frou neters

which are ratcheted to prevent reverse registration.
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When deliveries to a Purchaser at any Point of Delivery include more
than one class of power or are under more than one rate schedule, and it is

impracticable to separately meter the kilowatthours and reactive kilovolt-

f the total deliveries
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for the month shall be used, where applicable, as the power factor for each of

the separate classes of power and rate schedules.

F. IN REFERENCE TO USE OF POWER

21. Changes in Requirements or Characteristics. The Purchaser will,
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e, give reasonab any unusual
increase or decrease of its demands for electric power and energy on the
Federal System, or of any unusual change in the load factor or power factor at
which the Purchaser will take delivery of electric power and energy under this
contract.

22. Electric Disturbance.

(a) For the purposes of this section an electric disturbance is any

an electric system which causes damage.
(b) Each party shall design, construct, operate, maintain, and use its
electric system in conformance with accepted electric utility practices:
(1) to minimize electric disturbances such as, but not Timited to,
the abnormal flow of power which may interfere with the electric system of

the other party or any electric system connected with such other party's

electric system

m; and
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(2) to minimize the effect on its electric system and on its
customers of electric disturbances originating on its own or another
electric system.

{(c) If both parties to this contract are parties to the Western
Interconnected Electric System Agreement, their relationship with respect to
system damages shall be governed by that agreement.

(d) During such time as a party to this contract is not a party to the
Agreement Limiting Liability Among Western Interconnected Systems, its
relations with the other party with respect to system damages shall be
governed by the following sentence, notwithstanding the fact that the other
party may be a party to said Agreement Limiting Liability Among Western
Interconnected Systems. A party to this contract shall not be 1iable to the
other party for damage to the other party's system or facilities caused by an

. : 2 ]
electric disturbance on the first party's system

m, whether or not such electric
disturbance is the result of negligence by the first party, if the other party
has failed to fulfill its obligations under subsection (b)(2) above.

(e) If one of the parties to this contract is not a party to the
Agreement Limiting Liability Among Western Interconnected Systems, each party
to this contract shall hold harmless and indemnify the other party, its
officers and employees, from any claims for loss, injury, or damage suffered
by those to whom the first party delivers power not for resale, which loss,
injury, or damage is caused by an electric disturbance on the other party's
system, whether or not such electric disturbance results from the negligence
of such other party, if such first party has failed to fulfill its obligations

under subsection (b)(2) above, and such failure contributed to the loss,

injury, or damage.
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(f) MNothing in this section shail be construed to create any duty to, any
standard of care with reference to, or any liability to any persons-not a

party to this contract.

23. Harmonic Control. Each party shall design, construct, operate,

maintain and use its electric facilities in accordance with good engineering
practices to reduce to acceptable levels the harmonic currents and voltages
which pass into the other party's facilities. Harmonic reductions shall be
accomplished with equipment which is specifically designed and permanently
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which owns the system on which harmonics are generated.

24. Balancing Phase Demands. If required by Bonneville at any time

during the term of this contract, the Purchaser shall make such changes as are
necessary on its system to balance the phase currents at any Point of Delivery
so that the current of any one phase shall not exceed the current on any other

phase at such point by more than 10 percent.

G. IN REFERENCE TO FACILITIES

25. Measurements and Installation of Meters. Bonneville may at any time

install a meter or metering equipment to make the measurements for any Point
of Delivery required for any computation or determination mentioned in this

contract, and if so installed, such measurements shall be used thereafter in

26. Tests of Metering Installations. Each party to this contract shaltl,

at its expense, test its metering installations associated with this contract
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at least once every two years, and, if requested to do so by the other party,
shall make additional tests or inspections of such installations, the expense
of which shall be paid by such other party unless such additional tests or
jnspections show the measurements of such installations to be fnaccurate as
specified in section 5 hereof. Each party shall give reasonable notice of the
time when any such test or inspection is to be made to the other party who may
have representatives present at such test or inspection. Any component of
such installations found to be defective or inaccurate shall be adjusted,
repaired, or replaced to provide accurate metering.

27. Permits.

(a) If any equipment or facilities associated with any Point of Delivery
and belonging to a party to this contract are or are to be Tocated on the
property of the other party, a permit to install, test, maintain, inspect,
replace, repair, and operate during the term of this contract and to remove
such equipment and facilities at the expiration of said term, together with
the right of entry to said property at all reasonable times in such term, fis
hereby granted by the other party.

(b) Each party shall have the right at all reasonable times to enter the
property of the other party for the purpose of reading any and all meters
mentioned in this contract which are installed on such property.

(c) 1If either party is required or permitted to install, test, maintain,
inspect, replace, repair, remove, or operate equipment on the property of the
other, the owner of such property shall furnish the other party with accurate

drawings and wiring diagrams of associated equipment and facilities, or, if
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such drawings or diagrams are not available, shall furnish accurate
information regarding such equipment or facilities. The owner of such
property shall notify the other party of any subsequent modification which may
affect the duties of the other party in regard to such equipment, and furnish
the other party with accurate revised drawings, if possible.

28. Ownership of Facilities.

(a) Except as otherwise expressly provided, ownership of any and all
equipment and all salvable facilities installed or previously installed by a
party to this contract on the property of the other party shall be and remain
in the installing party.

{(b) E
salvable facilities which are installed by such party on the property of the
other, by permanently affixing thereto suitable markers plainly stating the
name of the owner of the equipment and facilities so identified. Within a
reasonable time subsequent to initial installation, and subsequent to any
modification of such installation, representatives of the parties shall
jointly prepare an itemized 1ist of said movable equipment and salvable

facilities so instalied.

29. Inspection of Facilities. Each party may for any reasonable purpose

under this contract inspect the other party's electric installation at any
reasonablie time. Such inspection, or failure to inspect, shall not render
such party, its officers, agents, or employees, 1iable or responsible for any
injury, loss, damage, or accident resuliting from defects in such electric

installation, or for violation of this contract. The inspecting party shall
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observe written instructions and rules posted in facilities and such other
necessary instructions or standards for inspection as the parties agree to.
Cnly those electric installations used in complying with the terms of this

contract shall be subject to inspection.

30. Facilities for Maintenance of Voltage. Bonneville shall design and

construct Federal System Facilities to maintain, under normal conditions and
in accordance with generally accepted operating practices, the voltage at each
Point of Delivery from the Federal System within a range of 5 percent above or
below the operating voltage agreed upon by the operators of the parties to
this contract where such voltage is 25 kV or less. Where the de1ivery-vo1tage
js in excess of 25 kV, Bonneville will design and construct Federal System
Facilities to maintain such operating voltage within a range of 10 percent
above or below such voltages. The parties shall jointly plan and operate
their interconnected electrical facilities so that the flow of reactive power
accompanying or resuitting from deliveries of electric power and energy under

this contract will not adversely affect the system of either party.

H. MISCELLANEQOUS PROVISIONS

31. General Environmental Provision.

(a) Policy. Bonneville in the performance of this contract shall comply
with all of its obligations pursuant to the National Environmental Policy Act.

(b) Affirmative Obligations. The parties agree to:

(1) comply fully with all applicable Federal, State, and local

environmental laws;
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{(2) to assist and to cooperate with each aother in meeting each
other's environmental obligations, to the fullest extent economically and
technically practicable and mutually agreeable; and
(3) provide upon request of the other party a copy of pollution
abatement plans as required by the Clean Air Act, by the Clean Water Act,
by other Federal statutes, or by an agency having jurisdiction and within
a reasonable time submit evidence that such plans have been approved or
have not been objected to by agencies with jurisdiction.

{(c) Breach of Obligations. A breach of this General Environmental

Provision exists only if a final determination, including all appeals, has
been entered by a court or pollution control agency or agencies having
jurisdiction that the Purchaser's facility is not in compliance with
applicable laws respecting the control and abatement of environmental
pollution.

(d) Remedy. Bonneville, after consulting with state or local agencies
having jurisdiction may restrict delivery of electric capacity or energy to
the Purchaser pursuant to this contract, if Bonneville determines that:

(1) a breach of this General Environmental Provision exists;
(2) such breach is resulting in a significant adverse effect on the
environment;

Qlka}_ (3) no governmental agency has jurisdiction or authority to impose
sanctions or to seek remedy for such significant adverse effect on the
environment; and

(4) restriction of delivery is the only appropriate remedy and bears

a reasonable relationship to the breach.
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Before restricting delivery of capacity or energy pursuant to this
section, Bonneville shall give the Purchaser written notice and a reasonable
opportunity to cure the breach and to seek any legal recourse available to the

Purchaser.

32. Dispute Resolution and Arbitration.

{(a) Pending resolution of a disputed matter the parties will continue
performance of their respective obligations pursuant to this contract. If the
parties cannot reach timely mutual agreement on any matter in the
administration of this contract Bonneville shall, unless otherwise
specifically provided for in subsection (b} below and, to the extent necessary
for its continued performance, make a determination of such matter without
prejudice to the rights of the other party. Such determination shall not
constitute a waiver of any other remedy belonging to the Purchaser.

(b) The questions of fact stated below shall be subject to arbitration.
Other questions of fact under this contract may be submitted to arbitration
upon written mutual agreement of the parties. The party calling for
arbitration shall serve notice in writing upon the other party, setting forth
in detail the question or gquestions to be arbitrated and the arbitrator
appointed by such party. The other party shall, within 10 days after the
receipt of such notice, appoint a second arbitrator, and the two so appointed
shall choose and appoint a third. In case such other party fails to appoint
an arbitrator within said 10 days, or in case the two so appointed fail for
10 days to agree upon and appoint a third, the party calling for the
arbitration, upon 5 days' written notice delivered to the other party, shall

apply to the person who at the time shall be the presiding judge of the United
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States Court of Appeals for the Ninth Circuit for appointment of the secaond

and third arbitrator, as the case may be.

The determination of the question or questicns submitted for
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binding on the parties. Each party shall pay for the services and expenses of
the arbitrator appointed by or for it, for its own attorney fees, and for
compensation for its witnesses or consultants. All other costs incurred in
connection with the arbitration shall be shared equally by the parties thereto.
The questions of fact to be determined as provided in this section
shall be limited to:
(1) the determination of the measurements to be made by the parties
hereto pursuant to section 3 above;
(2) the occurrence of changes in conditions for purposes of section 4
above;
(3) the correction of the measurements to be made pursuant to
section 5 above;

(4) whether the changes mentioned in section 6 hereof were made

(5) the duration of the interruption or equivalent interruption
mentioned in section 7 above;

(6) the occurrence of an abnormal nonrecurring demand and the amount
and time thereof;

(7) any fact menticoned in section 21 above and in section 24 above;

(8) whether a party has complied with section 22(b) above; and

(9) the acceptable level of harmonics for purposes of section 23

above.
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The guestions of fact in the body of the Power Sales Contract with
Public Agency, Cooperative, Federal Agency, and Investor-Owned Utility
Purchasers to be determined as provided in this section shall be limited to:

(1) the order of receipt of written notices of addition of Firm
Resources under section 12(b)(7);

(2) whether the Purchaser's electrical system is interconnected with
electrical systems of other utilities directly or indirectly connected
with Bonneville's electrical system for purposes of section 13{d):

(3) whether a Purchaser's documentation under section 17(e)
demonstrates the actual implementation of a load curtaiiment program; and

(4) the level of base load under section 8.

33. Enforcement of Rights for Benefit of Transferors. If delivery of

electric power and energy under this contract is to be made by transfer over
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Government rights under the power factor clause of the Government's applicable
rate schedule incorporated in this contract, and under sections 6, 13, 14, 21,
22, 23, 24, 27, 28, and 29 hereof, for the benefit of such Transferor or
Transferors, and all references to the Federal System, property, or Facilities
in said section shall be deemed to include the facilities of the Transferor or
Transferors being used to deliver electric power or energy for the account of
Bonneville.

34. Net Billing. Upon mutual agreement of the parties, payments due one
party may be offset against payments due the other party under all contracts

between the Purchaser and Bonneville for the sale and exchange of electric
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power and energy, use of transmission facilities, operation and maintenance of
electric facilities, lease of electric facilities, mutual supply of emergency
and standby electric power and energy, and under such other contracts between
such parties as the parties may agree unless otherwise provided in existing
contracts between the parties. Under contracts included in this procedure all
payments due one party in any month shall be offset against payments due the
other party in such month, and the resulting net balance shall be paid to the
party in whose favor such balance exists unless the latter elects to have such
balance carried forward to be added to the payments due it in a succeeding

month.

35. Contract Work Hours and Safety Standards. This contract, if and to

the extent required by applicable Taw or if not otherwise exempted, is subject
to the following provisions:

(a) Overtime Requirements. No Contractor or subcontractor contracting

for any part of the contract work which may require or involve the employment
of laborers, mechanics, apprentices, trainees, watchmen, and guards shall
require or permit any laborer, mechanic, apprentice, trainee, watchman, or
guard in any wor
excess of 8 hours in-any calendar day or in excess of 40 hours in such
workweek on work subject to the provisions of the Contract Work Hours and
Safety Standards Act unless such laborer, mechanic, apprentice, trainee,
watchman, or guard receives compensation at a rate not less than one and
one-half times such worker's basic rate of pay for all such hours worked in

excess of eight hours in any calendar day or in excess of 40 hours in such

workweek, whichever is the greater number of overtime hours.
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(b) Violation, Liability for Unpaid Wages; lLiquidation of Damages. In

the event of any violation of the provisions of subsection {a), the Contractor
and any subcontractor responsible therefor shall be liable to any affected

employee for such employee's unpaid wages. In addition, such Contractor and
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liquidated damages shall be computed with respect to each individual laborer,
mechanic, apprentice, trainee, watchman, or guard employed in violation of the
provisions of subsection (a) in the sum of $10 for each calendar day on which
such employee was required or permitted to be employed in such work in excess
of eight hours or in excess of such employee's standard workweek of 40 hours
without payment of the overtime wages required by subsection (a) above.

(c) Withholding for Unpaid Wages and Liquidated Damages. Bonneville may

withhold from the Government Prime Contractor, from any moneys payable on
account of work performed by the Contractor or subcontractor
administratively be determined to be necessary to satisfy any liabilities of
such Contractor or subcontractor for unpaid wages and liquidated damages as

provided in subsection (b) above.

(d) Subcontracts. The Contractor shall insert subsections (a) through
(d) of this section in all subcontracts, and shall require tﬁeir inclusion in
all subcontracts of any tier,

(e) Records. Th
the information specified in 29 CFR 516.2(a). Such records shall be preserved

for 3 years from the completion of the contract.

36. Convict Labor. In connection with the performance of work under

this contract, the Contractor agrees, if and to the extent regquired by
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applicable law or if not otherwise exempted, not to employ any person
undergoing sentence of imprisonment except as provided by P.L. 89-176,
September 10, 1965 (18 U.S.C. 4082(c)(2)) and Executive Order 11755,
December 29, 1973.

37. Equal Employment Opportunity. During the performance of this

contract, if and to the extent required by applicable law or if not otherwise
exempted, the Contractor agrees as follows:

(a) The Contractor will not discriminate against any employee or
applicant for employment because of race, color, religion, sex, or national

origin. The Contractor will take affirmative action to ensure that applicants

are emploved,

mp] and that employees are treated during employment
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, without regard
to their race, color, religion, sex, or national origin. Such action shall
include, but not be limited to, the folilowing: employment, upgrading,
demotion or transfer; recruitment or recruitment advertising; layoff or
termination; rates of pay or other forms of compensation; and selection far
training, including apprenticeship. The Contractor agrees to post in
conspicuous places, available to employees and applicants for employment,
notices to be provided by Bonneville setting forth the provisions of the Equal
Opportunity clause.

(b) The Contractor will, in all solicitations or advertisements for
employees placed by or on behalf of the Contractor, state that all qualified
applicants will receive consideration for employment without regard to race,
color, religion, sex, or national origin.

(c) The Contractor will send to each labor union or representative of

workers with which said Contractor has a collective bargaining agreement or
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other contract or understanding, a notice, to be provided by Bonneville,
advising the labor union or workers' representative of the Contractor's
commitments under the Equal Opportunity clause and shall post copies of the
notice in conspicuous places available to employees and applicants for
employment.

(d) The Contractor will comply with all provisions of Executive Order
No. 11246 of September 24, 1965, and of the rules, regulations, and relevant
orders of the Secretary of Labor.

(e) The Contractor will furnish all information and reports required by
Executive Order No. 11246 of September 24, 1965, and of the rules,
regulations, and relevant orders of the Secretary of Labor, or pursuant
thereto, and will permit access to said Contractor’s books, records, and
accounts by Bonnevilie and the Secretary of Labor for purposes of
investigations to ascertain compliance with such rules, regulations, and
orders.

(f} In the event of the Contractor's noncompliance with the Equal
Opportunity clause of this contract or with any of such rules, regulations, or
orders, this contract may be cancelled, terminated, or suspended in whole or
in part and the Contractor may be declared ineligible for further Government
contracts in accordance with procedures authorized in Executive Order
No. 11246 of September 24, 1965, and such other sanctions may be imposed and
remedies invoked as provided in Executive Order No. 11246 of September 24,
1965, or by rule, regulation, or order of the Secretary of Labor, or as
otherwise provided by law.

{g) The Contractor will include the provisions of subsections (a) through

(g) in every subcontract or purchase order unless exempted by rules,
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regulations, or orders of the Secretary of Labor issued pursuant to

Section 204 of Executive Order No. 11246 of September 24, 1965, so that such
provisons will be binding upon each subcontractor or vendor. The Contractor
will take such action with respect to any subcontract or purchase order as
Bonneville may direct as a means of enforcing such provisions, including
sanctions for noncompliance. In the event the Contractor becomes involved in,
or is threatened with, litigation with a subcontractor or vendor as a result
of such direction by Bonneville, the Contractor may request the Government to

enter into such 1itigation to protect the interests of the Government.

38, Assignment of Contract. This contract shall inure to the benefit

of, and shall be binding upon the respective successors and assigns of the
parties to this contract. Such contract or any interest therein shall not be
transferred or assigned by either party to any party other than the Government
or an agency thereof without the written consent of the other except as
specifically provided in this section. The consent of Bonneville is hereby
given to any security assignment or other Tike financing fnstrument which may
be required under terms of any mortgage, trust, security agreement or holder
of such instrument of indebtedness made by and between the Purchaser and any
mortgagee, trustee, secured party, subsidiary of the Purchaser or holder of
such instrument of indebtedness, as security for bonds or other indebtedness
of such Purchaser, present or future; such mortagagee, trustee, secured party,
subsidiary, or holder may realize upon such security in foreclosure or other
suitable proceedings, and succeed to all right, title, and interests of such

Purchaser.
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39. Waiver of Default. Any waiver at any time by any party to this

contract of its rights with respect to any default of any other party thereto,
or with respect to any other matter arising in connection with such contract,
shall not be considered a waiver with respect to any subsequent default or
matter.

40. Notices and Computation of Time. Any notice reguired by this

contract to be given to any party shall be effective when it is received by
such party, and in computing any period of time from such notice, such period

shall commence at 2400 hours on the date of receipt of such notice.

41. Interest of Member of Congress. No Member of or Delegate to
Congress, or Resident Commissioner shall be admitted tc any share or part of
this contract or to any benefit that may arise therefrom, but this provision
shall not be construed to extend to such contract if made with a corporation
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42. Priority of Pacific Northwest Customers.

{a) The provisions of sections 9(c) and (d) of P.L. 96-501 and the
provisions of P.L. 88-552 as amended by section 8(e) of P.L. 96-501 (“the
Provisions") are by this reference incorporated herein.

(b) To further the policy of the Provisions, Bonneville agrees that the
Purchaser, together with other Customers in the Pacific Northwest, shall have
priority on electric power and energy Bonneville has available for sale, in
conformity with the Provisions.

(c) Bonneville agrees that it will comply with all restrictions and
requirements of the Provisions, and will perform all duties and obligations

imposed on it by the Provisions, as the Provisions existed on the effective
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date of this contract, regardless of any subseguent modification, amendment or

repeal of the Provisions.

(d) Bonneville further agrees that, to the extent and at such times as
may be necessary to meet demands for energy or peaking capacity at any
established rate for use within the Pacific Northwest, it will exercise its

rights, under contractual provisions required by the Provisions to be included

in contracts for the disposition of surplus energy or surplus peaking capacity

for use outside of the Pacific Northwest, to require:

the return of

(1)

energy delivered in connection with its supplying

peaking capacity for use outside the Pacific Northwest; and

(2)

the delivery within the Pacific Northwest of energy, peaking

capacity, or both, which Bonneville has the right to receive in any

exchange for energy, capacity, or both, which it has delivered for use

outside the Pacific Northwest.

43,

Resource Acquisition and Management.

(a) Principles of Resource Acquisition.

Bonneville is

(1)
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(2) Bonneville is

obligated under section 6{a)(2) of P.L. 96-501 to
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from conservation.

obligated to attempt to meet its firm loads

pursuant to section 6(a)(2) with resources, including conservation,

implemented or acquired

(3) To the extent

on a long-term basis pursuant to P.L. 96-501.

Bonneville is unable to acquire, on a planning

basis, sufficient resources on a long-term basis to meet its firm

obligations, Bonneville

is obligated to and will attempt to meet its



Exhibit B, Page 38 of 48
General Contract Provisions
8/25/81
remaining firm load obligations through the acquisition of additional
resources pursuant to section 11(b)(6) of the Federal Columbia River
Transmission System Act. The obligation contained in this subparagraph is
a continuing one, and applies on both a planning basis and during the
Pacific Northwest Coordination Agreement Critical Period.

(b) Principles of Resource Management. Bonneville will manage the

resources of the Federal Columbia River Power System and resources acg
pursuant to P.L. 96-501 and the Federal Cﬁ]umbia River Transmission System Act
for the purpose of meeting the loads of its customers at the lowest possible
expected cost to Bonneville, to the extent consistent with Bonneville's legal
obligations, environmental responsibilities, and prudent operating criteria,
particularly for firm loads, without reducing its obligation to acquire
sufficient resources to meet its firm loads, and with due regard for the risks
and expected reliability of such resources.

(c) Consultation with Customers. In the development of its plans and

programs to effect the provisions of this section, including for ratemaking
purposes, Bonneville will provide a timely opportunity for prior consultation
with its customers.

44. Cooperation with Regional Council. The parties will negotiate

amendments to this contract as may be necessary to permit the plan or program

Council pursuant to P.L. 96-501, including but not limited to provisions
pertaining to conservation, renewable resources, and fish and wildlife, to be
effective in the manner and for the purposes set forth in sections 4 and 6 of

P.L. 96-501.
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45. Rights of the Purchaser. No provision of this contract nor any

action or lack of action by the Purchaser pursuant to the terms of this
contract shall be construed to abrogate, modify, limit or otherwise waive in
any respect any right of the Purchaser including the right of the Purchaser to

exercise its preference and priority as provided by law.

IT. RELATING ONLY TO PREFERENCE AGENCIES

46. Separation of Electric Operations and Funds (A11 Public Agencies).

(a) The Purchaser shall operate its electric system as a separate
department from other utility functions, if any, and shall establish and
maintain a separate fund for the revenues derived from the operation of such
system. Such revenues shall not be commingled with funds or accounts of other
departments, if any.

47. Statement of General Policies and Practices (Cities).

Pubiicly owned city el

L

{(a
maintained:
(1) primarily for the benefit of the users of electricity;
(2) in accordance with reasonable standards of safety, reliability,
quality, and efficiency; and
{3) to maintain the cost of electric power at the lowest Tevel

consistent with good service and proper maintenance.

(b) Revenue requi financially

self-supporting electrical system. This requires that revenues be sufficient

for:
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{1) Reasonable and necessary current maintenance and operating
expenses, including salaries, wages, cost of power at wholesale,
materials, supplies, insurance, necessary renewals and replacements of
plant, and the establishment of reasonable funds for such purposes,

contingencies, and other lawful charges.

(2) Interest and principal of indebtedness incurred for the electric

nlant
piant

=1}

nd payments required to be made into any special bond funds.

LA
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(

adequately provided for by amortization of debt ‘and by renewals and

) Depreciation of electric system property to the extent not

replacement.

(4) Payments made into a governmental entity general fund via taxes
or payments in lieu of taxes. The percentage of gross electric revenues
used for this purpose shall be an amount not exceeding the greater of the
following:

(i) an amount which is equal to five percent of the gross
electric revenues, unless a greater amount is provided pursuant to
the city charter or agreements in effect as of December 5, 1980; or

(ii) the amount of State or local taxes ]e;ied upon the
Purchaser's electric system or its operations.

(c) A Jocal governmental entity, when acting in its governmental

capacity, and receiving electric service, shall be a Consumer and be billed
for such services consistent with the rates charged other Consumers in the
same class. The Purchaser shall receive prompt payment for such electric
services. Payments by the Purchaser for necessary services or materials

raceived by the Purchaser from other governmentai departments, shall bhe

limited to a fair, reasonable and nondiscriminatory charge.
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(d) Taxpayers' investments in the electric system, made through use of
gereral government funds of the city, should be treated in the same manner as
funds borrowed by the electric system from outside sources, and should receive
a return approximating the market rate of interest on comparable securities.
Such market rate of interest shall not exceed 6 percent per annum unless &
larger amount is approved by Bonneville,

{(e) A1l surplus revenues from retail sa]és remaining after meeting the
requirements of subsections (b), (c¢), and (d) above, where applicable, should
be appiied to reduction of rates. Surplius revenues earned in any year may
properly be devoted to the purchase or retirement of system indebtedness
before maturity, to the exteni that such use thereof is consistent with the
abaove principles and practices.

48. Approval of Contract. If the Purchaser borrows from the Rural

Electrification Administration or any other entity under an indenture which
requires the lender's approval of contracts, this contract and any amendment
thereto shall not be binding on the parties thereto if they are not approved
by the Rural Electrification Administration or such other entity. The
Purchaser shall notify Bonneville of any such entity. If approval is given
such contracts or amendment shall be effective at the time stated in such

contract or amendment.

49, Prior Demands.

(a) If Bonneville has delivered electric power or energy to the Purchaser
at any Point of Delivery specified in this contract prior to the time this
contract takes effect, the Purchaser's Measured Demands, if any. at such point

or Measured Demands for its system for Purchasers on Computed Raquirements
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prior to such time shall be considered for the purpose of determining the
charges to the Purchaser for the electric power and energy delivered under
this contract, during any month in the term hereof, in the same manner as if
this contract had been in effect.

{b) If Bonneville has delivered electric power and energy to the
Purchaser at any Point of Delivery specified in this contract or in any
previous contract with the Purchaser, and such Point of Delivery is superseded
by another Point of Delivery specified in this contract, the Purchaser's
Measured Demands, if any, at such superseded point shall be considered for the
purpose of determining the charges to the Purchaser for the electric power and

energy delivered under this contract at such superseding point.

III. RELATING ONLY TO PUBLIC BODY, COOPERATIVE, FEDERAL
AGENCY AND INVESTOR-OWNED UTILITY PURCHASERS

A. IN REFERENCE TO COMPUTATION OF CHARGES

50. Effect of Reduction of Contract Demand. If the Purchaser's contract

2

demand is specified in this contract and is reduced a
executed, the prior Measured Demands, if any, of the Purchaser shall, for the
purpose of computing charges for electric power and energy delivered
thereafter, be reduced by the amount of such reduction,

51. Combining Deliveries Coincidentally.

(a) If it is provided in this contract that charges for electric power
and energy made available «i two or more Points of Dalivery will be made by -

combining deliveries at such points coincidentally:
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(1) the total Measured Demand to be considered in determining the
billing demand for each Billing Menth shall be the largest sum obtained by
adding for each demand interval of such month the corresponding Integrated
Demands of the Purchaser at all such points after adjusting said
Integrated Demands as appropriate to such points;

{(2) the number of kilowatthours to be used in determining the energy
charge, if any, and the average power factor at which electric energy is
delivered at such points under this contract, during such month, shall be
the sum of the amounts of electric energy delivered at such points under
this contract during such month; and

(3) the number of reactive kilovolt-ampere~hours to be used in
determining such average monthly power factor shall be the sum of the
reactive kilovolt-ampere-hours delivered at such points under this
contract during such month.

(b) If electric power and energy is made available under this contract to
the Purchaser at twoe or more Points of Delivery, Bonneville may, upon
two years written notice, place the Purchaser on a coincidental billing demand
basis pursuant to the terms of this section.

52. Combining Deliveries Noncoincidentally. If it is provided in this

contract that charges for electric power and energy made available at two or
more Points of Delivery will be made by combining deliveries at such points
noncoincidentally:
(a) the total Measured Demand to be considered in determining the
bi11ing demand for each month in the period specified in such contract
shall La the sum obtained by auding together the M2::ured Demands of the

Purchaser for each of such points during such month;
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{(b) the number of kilowatthours to be used in determining the energy
charge, if any, and the average monthly power factor at which electric
energy is delivered at such points under this contract, during such month,
shall be the sum of the amounts of electric enerqgy delivered at such
points under this contract during such month; and

(c) the number of reactive kilovolt-ampere-hours to be used in
determining such average monthly power factor shall be the sum of the
reactive kilovolt-ampere-hours delivered at such points under this

contract during such month.

53. Power Factor Adjustment. Except as it is otherwise specifically

provided in this contract, no adjustment shall be made for power factor at any
Point of Delivery for any period of time during which the reactive power

delivered at such point is not measured.

B. IN REFERENCE TO PURCHASERS' OPERATING POLICIES

54. Retail Rates.

(a) Copies of the Purchaser's schedules of retail rates, including
special contract rates, if any, in effect when this contract is executed, and
those hereafter adopted, endorsed with the effective date thereof, shall be
furnished to Bonneville, and Bonneville shall keep said rates on file. The
Purchaser agrees to serve each of its Consumers at, and in accordance with,
the rates, charges, and provisions set forth in the applicable rate schedules
on file where and as required by law or on file in Bonneville's office.

Notice ui the intent to change rzcail rates shall be g¢iven to Bonneville
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either 45 days prior to their effective date or as soon as the regulatory
process allows or shall be mailed to Bonnevilie on the same day as a notice of
a rate change given to a state regulatory authority by the Purchaser,
whichever wil} result in the later receipt of such notice by Bonneville.

(b) The retail rates and charges shall be reasonable and
nondiscriminatory, consistent with the principles of the Bonneville Project
Act, subject to the right of the Purchaser to adopt retail rates designed to
achieve cost-~effective conservation or renewable resources; provided,
however, that rates and charges which have been approved in accordance with
the procedures of a state requlatory agency having jurisdiction shall be
deemed prima facie reasonable and nondiscriminatory. The Purchaser shall
maintain records containing the data, analyses, and other factors which are
used to develop and form the basis for its proposed or final retail rates. At
Bonneville's request, such records as are available for public inspection
shall be supplied during the rate development process or after the rates have
been adopted.

(c) At the Purchaser's request, Bonneville shall (1) provide assistance
jn analyzing and developing rate structures, including retail rate structures
that will encourage cost-effective conservation and Consumer-owned renewable
resources; (2) provide estimates of the probable power savings and the
probable amount of billing credits under section 6(h) of P.L. 96-501 that
might be realized by the Purchaser adopting and implementing such retail rate
structures; and (3) solicit additional information and analytical assistance

from appropriate state regulatory bodies and Bonneville's other Customers.
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C. IN REFERENCE TO USE OF POWER

55. Resale of Power. The Purchaser shall not resell Firm Power

delivered under this contract except to those Consumers and utilities within
its seryice area in the Pacific Northwest to the extent such Consumers and

utilities are normally dependent on the Purchaser for their firm power

cunnlioc
SUppiIIes.

The Purchaser shall not sell power from its Firm Resources in such
a manner as to increase the Purchaser's Computed Peak Requirement or Computed
Average Energy Requirement on Bonneville in any month. These prohibitions on
resale in this section shall not be interpreted as a general prohibition

against the Purchaser simultaneously purchasing Firm Power from Bonneville and

selling power generated at its own facilities to other utilities.

0. IN REFERENCE ONLY TO PURCHASERS WITH GENERATING FACILITIES

56. Nonfirm Deliveries.

(a) At the request of either the Purchaser or Bonneville, the other party
will make available on the terms stated herein, such thermal-generated energy
or hydro-generated energy as the supplying party determines, when such request
is made, that it has available for delivery to the requesting party.

{b) Neither pariy, by this contract, assures the other that it has, or
will have available, any thermal-generated energy or hydro-generated energy
for delivery to such other party, and the determination made by the supplier,

orovided for in subsection (a) above, of the amount, if any, of such energy



Exhibit B, Page 47 of 48
General Contract Provisions
8/25/81
which it will supply to the other party shall be final and conclusive as to
both parties.
(c) Nothing in this contract shall preohibit supply of nonfirm, emergency
or breakdown relief emergy under any other contract.

57. Emergency or Breakdown Relief.

{(a) 1f a breakdown of, or emergency on, the system of either the
Purchaser or Bonneville occurs, while such breakdown or emergency exists, the
other party will make available upon request, all or such part of the electric
energy required for such system as the supplier determines it can supply,
consistent with its obligations to its other customers. The determination so
made by the supplier shall be final and conclusive as to both parties,

{(b) If either party supplies electric energy to the other party pursuant

L

o dblea e d oo - L.
LWUOLNIE Pruvisiu

arvab m ok £ oV Al bkl o cmmddan mmd e miimad o peme T o
2UDELLIUN L4y LI LEHID seCLIul 4fd reyuestls rep

is of
thereof, the other party shall make an equivalent amount of electric energy
available to such supplier at such times as may be agreed upon by the
dispatchers of the parties hereto.

58. Effect on Generating Utility by Direct Service Industrial Customer

Power Sales Contract Provisions. Bonneville will notify the Purchaser of the

proposed adoption of -an annual operating plan, annual operating agreement or
energy accounting system in the Direct-Service Industrial Customers' power
sales contracts. If, in Bonneville's scle determination, the system of a
generating utility will be materially affected by a proposed annual operating
plan, annual operating agreement, or energy accounting system provided in the

Direct Service Industrial Customers' power sales contracts, Bonneville will
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consuTt with such utility prior to adopting such proposed plan, agreement, or

accounting system.

IV. RELATING ONLY TO DIRECT-SERVICE INDUSTRY PURCHASERS

A. IN REFERENCE TO COMPUTATION OF CHARGES

59. Demands. During periods when Bonneville is delivering to the
Purchaser hourly amounts of electric power or energy under the terms of
agreements other than this contract, such amounts shall be subtracted each
hour from the Integrated Demand for deliveries hereunder for each such hour
after adjusting such Integrated Demands as appropriate to the Point of

Delivery.

B. IN REFERENCE TO PURCHASE

60. Use and Resale of Power. All electric power and energy delivered

under this contract shall be used by the Purchaser in its own operations, and
the Purchaser shall not resell such electric poéer and energy delivered under
this contract, or any part thereof. If the Purchaser resells such electric

power and energy, or any part thereof, Bonneville shall immediately terminate

this contract.

(WP-PCI-0144c)
(8/25/81)
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Average System Cost Methodology

Summary

This exhibit sets forth the method for computation and payment of
"average system cost" for the purpose of an exchange of power between
Bonneville and a Utility pursuant to section 5(c) of Public Law 96-501
(Regional Act). The method provides that for an exchanging Utility the
average system cost (ASC) is: the costs allowed or established for
retail ratemaking that are eligible for exchange divided by the
kilowatthours of load assumed for retail ratemaking, adjusted consistent
with this methodology. Under this method, a separate ASC will be
calculated for each exchanging Utility for each jurisdiction in which
the Utility does business. ¥Fach ASC so calculated will be changed when
revised retail rates go into effect.

This exhibit sets forth specific procedures for reporting cost items and
recognition of those items in determining ASC, including procedures for
the exclusion of particular costs as required by statute. The exhibit
also sets forth the procedures for the filing of relevant data by the
Utility and for the review of that data by Bonneville.

Definitions
The following definitions apply to all sections of Exhibit C.

A.  "Average System Cost" or "ASC" means for each Jurisdiction and each
Exchange Period the guotient obtained by dividing Contract System
Costs by Contract System Load.

B. "Commission" means a State regulatory body, preference Utility
governing body, or other entity authorized to establish retail
electric rates in a Jurisdiction.

C. “"Contract System Costs" means the Utility's costs for production
and transmission resources, including power purchases and
conservation measures, which costs are includable in,
jurisdictionally allocated by, and subject to the provisions of
Appendix 1. Contract System Costs do not include costs required to
be excluded from ASC by section 5(c)(7) of the Regional Act; the

exclusion of these costs 1s provided for in Footnote 15 to
Appendix 1.
0. “Costs" means the aggregate dollar amount or any portion of the

amount allowed or relied upon by the Commission to determine the
Test Period revenue requirement for the Utility in a Jurisdiction.

E. "Exchange Period" means the period of time during which a Utility's
Jurisdictional retail rate schedules are in effect, commencing with
the effective date of these schedules and ending with the effective
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date of new retail rate schedules in the Jurisdiction; provided
that no Exchange Period shall commence prior to or extend beyond
the term of the Utility's Residential Purchase and Sale Contract
Agreement.

F. "Contract System Load" means the firm energy load used by the
Commission for the purpose of establishing retail rates, adjusted
pursuant to Appendix 1.

G. "Jurisdiction" means the service territory of the exchanging
Utility within which a Commission has authority to approve the
retail rates.

H. "New Large Single Load" means that load defined in section 3(13) of
the Regional Act, and as determined by Bonneville as specified in
power sales contracts with its customers.

I. "Regional Power Sales Customer" means any entity that contracts
+ directly with Bonneville for the purchase of power for delivery in
the region as defined by section 3(14) of the Regional Act.

J. "Test Period" means the time period, not to exceed 12 months, used
by the Commission to determine Costs for retail ratemaking.

Procedures for Determining Average System Cost

The procedures set forth in this section will enable Bonneville to
determine the ASC, in accord with the methodology in Appendix 1, for
each exchanging Utility for each Jurisdiction within the region where
the Utility provides service. The ASC so determined will be in effect
during the Exchange Period and will apply to the amount of exchange
power acquired by Bonneville from the Utility during the Exchange
Pariod. The amount of exchange power will be equal to the Utility's
eligible load within the Jurisdiction. Bonneville will determine and
pay a separate ASC for the exchange power related to the Utility's
eligible load in each Jurisdiction. The procedures are as follows:

A. Appendix 1 is a form that identifies Contract System Costs and
Contract System Load and permits the calculation of ASC.
Appendix 1 is an integral part of this document.

B. For each Exchange Period and for each regional Jurisdiction in
which a Utility provides service, the Utility shall compiete and
file with Bonneville five copies of Appendix 1 as follows:

1. On or prior to the effective date of the Utility's residential
exchange contract, the Utility shall file an Appendix 1
reflecting its existing Costs for each Jurisdiction for which
it is participating in the exchange. Subject to the
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provisions of Section IV, the AS{ determined from each
Appendix 1 shall be the rate applicable to exchange power from
that Jurisdiction during the initial Exchange Period.

2. Thereafter, not later than five working days after filing for
a Jurisdictional rate change or otherwise commencing a rate
change proceeding, the Utility shall file with Bonneville a
preliminary Appendix 1, setting forth the Costs proposed by
the Utility. In addition, within five working days from the
day a Utility files for a Jurisdictional rate change or
otherwise commences a rate change proceeding, the Utility
shall deliver to Bonneville all information initially provided
to the Commission. The Utility alsc will provide to
Bonneville within a reasonable period of time any other
information reasonably requested by Bonneville.

3. Not later than five working days following the commencement
date of a new Exchange Period, the Utility shall file with
Bonneville a revised Appendix 1, reflecting its Costs as
approved by the Commission. In addition, the Utility shall
provide within 20 working days following the commencement date
of a new Exchange Period a reconciliation of all differences
between the preliminary Appendix 1 and the revised
Appendix 1. Subject ta the provisions of Section IV, the ASC
included in the revised Appendix 1 will be the ASC applicable
to exchange power for that Jurisdiction during the Exchange
Period; provided, that if a Utility files a revised Appendix 1
after the five~day deadline Bonneville may make the new ASC
payable only from the date the revised Appendix 1 was actually
filed. However, Bonneville shall not delay as a result of a
late filing of an Appendix 1 the effective date of any change
in the ASC for power provided to it under this agreement if
the late filing was the result of unavoidable delay or
excusable neglect, and the Utility proceeded to correct the
filing error in good faith and with diligence.

If Bonneville or any of its. Regional Power Sales Customers have
been denied the right to participate in a Jurisdictional rate
review proceeding on the basis of standing as an intervenor or
otherwise with rights equivalent to any retail customer of the
Utility, no change in ASC based on a change of Costs authorized in
that proceeding shall be effective until Bonneville has completed
its review pursuant to Sectiaon IV.

IV. Bonnevilie Review Process

A.

Each Appendix 1 shall be reviewed by Bonneville or its designate to
determine whether the Costs are not inconsistent with generally
accepted accounting principles for electric utilities, whether
Contract System Costs contains only allowed Costs, and whether the
Appendix 1 complies with the requirements of this Exhibit C
including applicable definitions and requirements incorporated from
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the FERC Uniform System of Accounts. If a retail rate change is
authorized without substantive Commission findings as to Costs or
if Bonneville or any of its Regional Power Sales Customers are
denied the right to participate in a Jurisdictional rate review
proceeding on the basis of standing as an intervenor or otherwise
w1th rlghts equivalent to any retail customer of the Utility, the
review by Bonneville or its designate also may consider whether
Contract System Costs have changed by the amount of the retail rate
change, and Bonneville shall not be obligated to pay an ASC
different than the ASC based on Contract System Costs as determined

by Bonneville.

The Appendix 1 described in Section III(B){1) shall be subject to
review for a period of 180 days following the effective date of the
contract. A revised Appendix 1 described in Section III(B)(2) and
(3) shall be subject to review for a period of 120 days from the
start of the relevant Exchange Period.

Bonneville or its designate will conduct its review as promptly as
reasonably possible, shall make a written report of its
determinations, and shall make any resulting increase or decrease
in the ASC for the relevant Exchange Period; provided, that if
Bonneville has not issued a report as of the last date of the
review period, then the ASC rate shown on the revised Appendix 1
described in Section III(B)(3) filed by the Utility shall be the
ASC for the Exchange Period.

Bonneville will afford its Regional Power Sales Customers and other
interested persons an opportunity to comment in writing on each
Appendix 1 filed by a Utility. To facilitate this process, a
Utility filing an Appendix 1 shall mail written notice thereof to
each of Bonneville's Regfional Power Sales Customers or their
designates, in accordance with a iist provided by Bonnevilie.
notice shall summarize the adjustment to costs proposed, make
reference to the customers' right to comment thereon, and specify
where materials relevant to the Cost adjustment process may be
examined. The Utility and Bonneville shall permit Regional Power
Sales Customers and interested parties to examine each Appendix 1
submitted to Bonneville. The utilities shall respond to reasonable
information requests revelant to ASC from Bonneville and its
Regional Power Sales Customers provided that the furnishing of
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Regional Power Sales Customer may be made contingent on the
granting of proper safeguards to prevent unauthorized use or
disclosure. All comments from Bonneville's Power Sales Customers
and interested parties must be received in writing by Bonneville no
later than 20 days prior to the end of Bonneville's review period.
A1l such comments will be included as part of the record supporting
the ASC determined by Bonneville.

-
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If Bonneville determines that the ASC computed by the Utility in
Appendix 1 was excessive or inadequate, the injured party shall
recover the excess or deficiency with interest which shall be
computed from time to time on the outstanding balance at the rate
or rates of interest charged to Bonneville by the U.S. Treasury
during the period unless another form of refund is ordered by the
Joint State Board, the FERC, or a reviewing court. If a final
order of the Joint State Board, the FERC or a reviewing court
revises Bonneville's ASC determination, the difference between this
revised ASC and the ASC determined by Bonneville, together with the
interest at the above rate, shall be paid to the party entitled
thereto by the other party, unless another interest rate js so
ordered.

If costs associated with a generating facility are included in ASC
and that generating facility is later terminated prior to the date
of initial commercial operation, Bonneville shall be entitled to
recover revenues as follows.

For any exchange period in which Construction Work in Progress
(CWIP) was included in the rate base:

1. If the CWIP included in the rate base was identified with
a particular generating facility terminated prior to the
date of initial commercial operation, Bonneville shall
recover revenue based on the amount of CWIP jdentified
with that terminated facility that was included in the
ASC rate base.

2. If the terminated facility was among a group of
facilities for which CWIP was allowed in the ASC rate
base, Bonneville shall recover revenues based on the
amount that the CWIP included in the ASC rate base
exceeded the utility's total available jurisdictional
CWIP for the same group of facilities, after exclusion of
any CWIP for generating facilities subsequently
terminated prior to the date of initial commercial
operation,

When a generating plant is terminated prior to the date of initial
commercial operation, the Utility will submit to Bonneville a
calculation of the recoverable revenue attributable to the
inclusion of the amount of CWIP specified above, if any, for each
exchange period, including a reconciliation with the final
Appendix 1 for that period. This calculation shall include the
effect of any inclusion of Altowance For Funds During Construction
(AFUDC) as an offset to test year revenue requirement and the
impact on related taxes. The interest rate on revenue to be
recovered shall be calculated as in Section IV(E). Bonneville
shall bill the Utility in equal monthly installments over a period
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of the same length as the period during which costs of the
terminated facility were included in ASC unless another arrangement
is mutually agreed upon.

V. FERC Procedure (Applicable Only to Utilities Subject to Part Il of the

Federal Power Act)

A.

Each Utility that is subject to the FERC's jurisdiction under Part

I] of the Federa] Power Act shall file Bonneville's written report,
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the FERC, its delegate or successor, within 15 working days of
Bonneville's determination of ASC according to Section IV(C)
above. During the period between the date of Bonneville's
determination of ASC and the date of the final order issued by the
FERC, its delegate or successor, the ASC determined by Bonneville
shall be in effect.

This filing with the FERC shall be deemed to be compliance by the
Utility with Section 205(c) of the Federal Power Act. The ASC
ordered by the FERC, its delegate or successor, shall be the lawful
ASC in effect from the start of the relevant Exchange Pericd, and
the FERC shall be deemed to have so ordered under Section 205(d) of
the Federal Power Act. The Utility may contest any ASC adjustment
made by Bonneville in any ASC review proceeding before the FERC,
its delegate or successor, and may argue for an ASC to be effective
from the start of the relevant Exchange Period calculated pursuant
to the Appendix 1 described in Section III(B)(3) it filed with
Bonneville.

The Utility shall notify all parties that made comment to
Bonneville on the Utility's Appendix 1 of its ASC filing with the
FERC. The FERC shall publish notice of the filing in the Federal
Register. The notice shall specify that parties will be allowed an
opportunity to comment in writing and to respond in writing to
comments filed by any other party. If one or more members of the
FERC, its delegate or successor, determine that a substantial issue

of fact or law exists, an opportunity for oral presentation of
arguments shall be p.uv.dcd

The FERC's review of ASC shall ascertain whether Bonneville's ASC
was determined in accord with the methodology described in this
Exhibit C. If the FERC, its delegate or successor, should
determine that Bonneville's ASC rate was not determined in accord
with the methodology, it shall order that such ASC be changed,
specifying in the order the necessary changes. The FERC shall
publish its final order approving or disapproving the ASC in the
Federal Register.
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Change in Average System Cost Methodoiogy

The Administrator, at his or her discretion, or upon written request
from three-quarters of the utilities who are parties to contracts
pursuant to section 5(C) of the Regional Act, or from three-quarters of
his preference customers, or from three-quarters of Bonneville's
direct-service industry customers, shall initiate a consultation process
as provided for in section 5(c) of the Regional Act. After completion
of this process, the Administrator may propose a new ASC methodoiogy,
provided that any consultation process may not be initiated soconer than
1 year after the immediately previous ASC methodoiogy has been adopted
by Bonneville and approved by the FERC.

(WP-P(B-0016n)
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Appendix 1, Instructions

Average System Cost Methodology

Exhibit C - Appendix 1 is the form on which a Utility participating in a
Residential Purchase and Sale Agreement shall report its Contract System Costs
and other necessary data for the calculation of ASC.

The form consists of six schedules that shal] be completed by the Utility in
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the schedules. Any items not applicable to the Utility shall be so identified.
The schedules are as follows:

Schedule 1 - Plant Investment/Rate Base/Rate~of-Return
Capital Structure and Cost of Capital
- Expenses
Income Taxes
- Average System

Total Utility a

s

1
2
3
4
5 Cost

6 nd Jurisdictional Results of Operations

The filing Utility shall reference and attach workpapers that support Costs,
including details of allocation and functionalization.

A1l references to the FERC accounts are to the FERC Uniform System of Accounts
as of October 1, 1981. The Costs includable in the attached schedules are
those includable by reason of the definitions in the FERC accounts. If the
FERC accounts are later revised or renumbered, any changes shall be
incarporated into this form by reference, except to the extent that
Bonneville, upon a showing of good cause, demonstrates that a particular
change results in a substantial change in the type of Costs allowable for
exchange purposes, If the Utility does not follow the FERC accounts, its
filing must include a reconciliation between its accounts and the items
allowed as Contract System Costs.

Bonneville may require the Utility to account for purchase power transactions
with affiliated entities as though the affiliated entities were owned in whole
or in part by the utility, if necessary to properly determine and/or
functionalize the utility's costs.

A Utility operating in more than one Jurisdiction shall allocate its total
system costs among Jurisdictions in accord with the same allocation methods
and procedures used by the Commission to establish jurisdictional Costs and
resulting revenue requirements. Appendix 1 shall include details of the
allocation. This allocation also accomplishes the exclusion of the Costs of
additional resources to meet loads outside the region, as required by

section 5{(c)(7) of the Regional Act.

A1l schedule entries and supporting data shall be in accord with generally
accepted accounting principles and practices as these principles and practices
apply to the electric utility industry.

(WP-PLB-0016n)
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Exhibit C, Page 1 of 6
Appendix 1, Footnotes

Average System Cost Methodology Footnotes

Functionalized directly from the FERC Uniform System of Accounts.

Unless it can be determined that a plant {tem or plant related item is
associated directly with regional generation, transmission,
distribution, customer or other directly functionalized category, the
item shall be functionalized on the following basis in the following
order:

(a) If the Tocation codes of the plant item can be used to identify a
principal generation, transmission, distribution or
customer-related facility at that location, the plant item shall be
functionalized based on the functionalization of such principal
facility.

(b) For plant items not otherwise functionalized, the functionalization
formula in footnote 24 shall apply.

(a) The utility shall functionalize these items according to an
analysis it performs that demonstrates the actual and/or intended
functional use of the items, or the plant item related thereto, and
include a detailed showing of the factors used to determine the
functionalization as a supplement to Exhibit C, Appendix 1. Costs
incurred only because the utility is engaged in the retail
distribution of electricity shall be functionalized to Other.

These items inciude, for exampie, retail revenue taxes and
uncollectible amounts for retail sales.

(b) In cases where items included are not directly assigned to a
particular function, these items shall be separately identified,
and a statement shall be provided as to why the items are not
directly functionalized by the 3(a) procedure. The
functionalization formula described in footnote 24 herein shall
apply to these items.

Calculation of functionalized amount is to be consistent with property
jtems included in functionalized Total Gross Plant.

The offset against Contract System Costs for billing credit revenue
arising from implementation of conservation measures and retail rate
structures that induce conservation shall be limited to the costs
included in Contract System Cost of the related conservation measures
and retail rate structures. These billing credit revenues shall be
functionalized on the same basis as the cost of the related conservation
measure.



Exhibit C, Page 2 of 6
Appendix 1, Footnotes

Functionalization is to be directly related to the functional nature of
the items included in the Working Capital calculation approved by the
Commission. Should items included in the approved Working Capital
calculation not be directly assignable to a function and should there be
no footnote in this methodology directing the functionalization of the
item, these items shall be separately identified and the
functionalization formula in footnote 24 shall apply.

Transmission plant means all Tand, conversion structures, and equipment
employed at a primary source of supply (i.e., generating station or
point of receipt in the case of purchased power) to change the voltage
or frequency of electricity for the purpose of its more efficient or
convenient transmission; all land, structures, lines, switching and
conversion stations, high tension apparatus and their control in
protection of equipment between a generating or receiving point and the
entrance to a distribution center or wheolesale point; and all lines and
equipment whose primary purpose is to augment, integrate or tie together
the sources of power supply. The entrance to a distribution center
means all Tand, structures, conversion equipment, lines, line
transformers and other facilities utilized to deliver power to specific
customers or distribution substations.

Distribution plant means alt Tand, structures, conversion equipment,
lines, line transformers, and other facilities empioyed between the
primary source of supply (i.e, generating station, or point of receipt
in the case of purchased power) and of delivery to customers, which are
rnot includable in transmission system, as defined in footnote 7, whether
or not such land, structures, and facilities are operated as part of a
transmission system or as part of a distribution system,
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Where poles or towers support both transmission and distribution
conductors, the poles, towers, anchors, guys, and rights-of-way shall be
classified as transmission system, The conductors, crossarms, braces,
grounds, tiewire, insulators, etc., shall be classified as transmission
or distribution facilities, according to the purpose for which they are
used.

Where underground conduit contains both transmission and distribution
conductors, the underground conduit and right-of-way shall be classified

as distribution facilities. The conductors shall be classified as
transmission or distribution facilities according to the purpose for
which they are used.

Land (other than rights-of-way) and structures used jointly for
transmission and distribution purposes shall be classified as
transmission or distribution according to their major use.
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Functionalized as specified in Schedule 4.

If these items are treated in Schedule 1 as deductions from gross plant
investment in determining rate base, these items shall not be included
in the capital structure,

Should a Commission approve a method for determining debt costs by a
means other than that shown here, Schedule 2A shall be modified in a
manner that shows the approved method, including accompanying
explanatory materiai.

Expenses related to the FERC Accounts 8520-932 shall be functionalized
in accord with the following:

FERC Account Functionalization
Method
920 Footnote 3
921 3
922 3
823 3
924 3(a) or
24(a)
925 3
926 13
927 19
928 19
929 3
930.1 19
930.2 3
931 3
932 4

Functionalization is to be determined on a pro rata percentage basis
using the salary and wage data for production, transmission, and
distribution/other functions included in the Test Period costs on
which Appendix 1 is based. If, however, this information is
unavailable, comparablie data shall be used for the most recent
calendar year as reported on the FERC Form 1 (at page 355), or similar
document. Furthermore, a portion of this expense shall be included in
Schedule 3, column 3, Excluded Amount, based on the amount of
Jabor-related costs included therein.

A tax-exempt Utility may include in-lieu taxes up to an amount that
is comparabie, for each unit of government paid in-l1ieu taxes, with
taxes that would have been paid by a non-tax exempt Utility to that
unit of government, but in no event shall the jurisdictional total in
column 2 be greater than the actual amount paid.
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Exhibit C, Page 4 of 6
Appendix 1, Footnotes

Excluded Resources

(a)

(b)

The cost of additional resources in an amount sufficient to meet
any additional load outside the region occurring after

December 5, 1980, will be determined by utilizing allocation
notes of mu1t1 State utilities as assigned and utilized in State
retail rate filings.

The cost of additional resources sufficient to serve any New
Large Single Load that was not contracted for, or committed to,
prior to September 1, 1979, is to be determined as follows:

(1) To the extent that any New Large Single Loads are served by
dedicated resources, at the cost of those resources,
including applicable transmission;

(2) In the amount that New Large Single lLoads are not served by
dedicated rescurces, at Bonneville's New Resource rate as
established from time to time pursuant to section 7(f) of
the Regional Act and as applicable to the Utility, and
applicable Bonneville transmission charges if transmission
costs are excluded in the determination of Bonneville's New
Resource rates, to the extent sUch costs are recovered u_y
the Utility's retail rates in the applicable jurisdiction;
and

(3) To the extent that New Large Single Loads are not served by
dedicated resources plus the Utility's purchases at the New
Resource rate, the costs of such excess load shall be
determined by multiplying the kilowatthours not served under
subsections (1) and (2) above by the cost (annual fixed plus

"ra\lm'ab]e CO°+ 1“|C'Inrhng an :pprnpvw:'l-n pnr‘+1nn of gnnn\ﬂ:‘l

plant, adm1n1strat1ve and general expense and other items
not directly assignable) per kilowatthour of all baseload
resources and long term power purchases (five years or more
in duration), as allowed in the regulatory jurisdiction to
establish retail rates during the Exchange Period, exclusive
of the following resources and purchases: (a) purchases at
the New Resources rate pursuant to section 7(f) of the Act;
(b) purchases at the Federal Base System rate, pursuant to
section 5{c) of the Act; (c) resources sold to Bonneville,
pursuant to section 6(c)(1) of the Act; (d) dedicated
resources specified in footnote 15(b)(1) of this agreement;
(e) resources and purchases committed to the Utility's load
as of September 1, 1979 under a power requirements contract
or that would have been so committed had the Utility entered
jnto such a contract; and (f) experimental or demonstration
units or purchases therefrom. Transmission needed to carry
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Exhibit C, Page 5 of 6
Appendix 1, Footnotes

power from such generation resources or power purchases
shall be priced at the average cost of transmission for the
Jurisdiction during the Exchange Period.

(4) Any kilowatthours of New Large Single Loads not met under
subsections (1), (2), or (3) above will be assumed to be
supplied from the most recently completed or acquired
baseload resource(s) or long term power purchase(s),

Avemliied £ Aadi~n+ad < i
exclusive of dedicated resources and experimental or

demonstration resources or purchases therefrom, that are
committed to the Utility's load as of September 1, 1979,
under a power requirements contract with Bonneville or would
have been so committed had the Utility entered into such a
power requirements contract. The cost of these generation
resources and long-term power purchases and the transmission
cost associated with these resources or purchases will be
calculated as specified in subsection (3) above.

(5) 1f the New Large Single Load is served on an energy or
capacity interruptible basis, the Utility shall prepare a
calculation subject to review by Bonneville of the fixed (if
any) and variable costs of providing such service, except
that the amount excluded from ASC for the New large Single
Load shall not be less than the transmission and generation
costs included in the retail rate charged the New Large
Single Lload.

(c) Any costs associated with a generation facility that is
terminated prior to initial commercial operation shall be
excluded if termination occurred after December 5, 1980.

Authorized Jurisdictional rate of return as specified in Schedule 2.

The losses shall be the distribution energy losses occurring between
the transmission portion of the Utility's system and the meters
measuring firm energy load used by the Commission for the purpose of
establishing retail rates. Losses shall be established according to a
study (engineering, statistical or other} that is submitted to
Bonneville by the exchanging Utility subject to review by Bonneville.
This study shall be in sufficient detail so as to accurately identify
average distribution losses associated with the Utility's total load,
excluded loads, and the Residential load. Distribution losses shall
include losses associated with distribution substations, primary
distribution facilities, distribution transformers, secondary
distribution facilities and service drops.

This amount is to be reduced by revenues from firm sales for resale
(to the extent that these sales are included in the Jurisdictional
allocation factors) to be determined by the firm resale revenue for
the Test Period as used for retail ratemaking purposes.
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Appendix 1, Footnotes

Functionalize entirely to distribution/other unless Utility
demonstrates that other functionalization treatment is appropriate.

"0ther" rate base items may include Unclassified Plant-In-Service
(106), Extraordinary Property losses (182), Other Investments (124),
or other investments approved for rate base treatment by a Commission
consistent with the provisions of this Exhibit.

Only the conservation-related portion is to be functionalized to
production.

These revenues shall be divided proportionally between Excluded
Amount and Total To Be Functionalized based on the total expenses in
those two categories shown on Schedule 3 (sum of lines 1 to 13, 19,
and 20), less all terminated plant expenses excluded pursuant to
footnote 15(c). The portion to be functionalized shall be
functionalized to production.

Public Agencies shall be allowed a total return (operating income) on
Schedule 1, line 26, column 2, equal to their demonstrated need for
revenues exceeding Total Operating Expenses shown on Schedule 3 to
cover the cost of capital. These demonstrated capital costs generally
will be in the form of coverage requirements or the need to maintain
an equity ratio consistent with favorable bond ratings for that
Utility. In order to receive an operating income in addition to
interest expense, the utility must submit evidence of the specific
coverage or equity ratio needed by that utility and a calculation of
the corresponding minimum operating income. Assignment to excluded
resources and functionalization of the operating income shall be based
on the assignment and functionalization of the rate base.

Functionalization of these items shali De based on a formuia that
averages on an equal weighting basis the percentages for generation,
transmission, distribution, and customer-related functions for (a) the
gross piant in each function, including general plant and other plant
items functionalized in step 1 of footnote 2 and, (b) the
functionalized operations and maintenance (0&M) expenses shown in
Schedule 3, except that the fuel cost included in 0&M shall not
include the cost of fuel acquired from nmon-Utility sources. Material
detailing the application of this functionalization formula shall be

immlirAad ae Ao it lamant &~ A 3w
TIML HuUuEU as> a SUPpIEiTiL VU Apuchiula 1.

Revenues from the transmission of electricity for others shall be
functionalized to transmission.

(WP-PLB-0016n)
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Revigion No. 1 Exhibit D
January 27, 1982 Appendix 1

Page 1 of 2

Residential Load Definition

The Utility's Residential Loan means the sum of the Regional loads the
Utility elects to use as a basis for the exchange under the tariff schedules
described below adjusted for distribution losses as determined pursuant te
Exhibit C, as the same may be amended, supplemented, or superseded. If
Bonneville determines that any such action changes the Utility's general
tariffs or service schedules in a manner which would allow loads other than
residential loads, as defined in the Regional Act, to be included undet
these tariff schedules, such nonresidential loads shall, from the date the
Utility is notified of Bonneville's determination, be excluded from the
residential purchase and sale transaction hereunder.

Such tariff schedules, as presently effective, include:

A. all schedules listed below, the following designated percentages, 607
of load supplied under:

1. Rate Schedule No. 1, Residential Service, TPUC Tariff No. 25,

2, Rate Schedule No. 12, Residential and Farm General Service, IPUC
Taritf No. 25, i

3. Rate Schedule No. 22, Residential and Farm Large General Service,

IPUC Tariff No. 25, [ i

4. Rate Schedule No, 48, Residential and Farm Area Lighting, IPUC !
Tariff No. 23, plus ‘

B, 60% of the load as determined pursuant to Section II below supplied by
the Utility under: .

1. Rate Schedule No, 32, Reslidential and Farm Pumping Service, IPUC
Tariff 