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Exhibit C -- Indices

A DRI Electric Ultilty Operations and Maintenance Index - Steam Production Plants

B DRI Electric Ultiity Administrative and General Index - Steam Production Plants

C 30-Year Bond Index

D DRI Price of Coal Fuel to Electric Utilties Index - Mountain Region / Pacific Region (As appropriate)

E For Hermiston: 5.5% increase per year until October 31, 2011; establish market price for November 1, 2012;
then as below.

Except Hermiston and Hermiston after 2012:
DRI Price of Natural Gas Fuel to Electric Utilties Index - Mountain Region / Pacific Region (As appropriate)
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Exhibit E Mines
Washington

Mine Name

Jim Bridger Mine
active

Deer Creek Mine
active

DesBeeDove Mine
closed, final reclamatio

Dave Johnston Mine

Plant(s) Served

Jim Bridger Plant

Carbon, Hunter, Huntington Plants

Hunter Plant

n in progress

Dave Johnston Plant

closed, reclamation to be completed March 2004

Centralia Mine

contingent liabilities related to pre-existing environmental conditions

Trapper Mine

Centralia Plant

Craig Plant

active

Note: Other mines that a

re fully closed down or otherwise

inactive and incurring no cost are not included.

Percent to

Washington

8.3287%

8.3287%

8.3287%

8.3287%

15.40%

8.3287%




EXHIBIT F
TO THE
SHORT-TERM POWER PURCHASE AGREEMENT
BETWEEN
PACIFICORP GENERATION COMPANY
: AND
PACIFICORP, WASHINGTON, INC.

POINTS OF DELIVERY AND POINTS OF INJECTION

This Exhibit F identifies the Points of Delivery at which Power will be delivered by
Seller to meet Buyer's Retail Load and the Points of Injection at which Power will
be delivered for loads under Wholesale Contracts.

These Points of Delivery and Points of Injection may be modified from time to
time by mutual agreement of the Parties. Seller will use the Transmission
Contracts and Replacement Contracts to deliver energy at these Points of
Delivery. :

Deliveries to Buyer’s Retail Load

Delivery of energy for Buyer’s Retail Load will be provided at the Points of
Delivery associated with the substations where Buyer can accept such energy
into its distribution system. The amount of energy provided under this
Agreement for Buyer’s Retail Load will be delivered to the Points of Delivery
listed below in an amount equal to Buyer's Retail Load subject to the Delivery
Limit for each such Point of Delivery.

Point of Delivery Delivery Limit
(MwW)
ATTALIA 25
BOWMAN STREET 45
CASCADE KRAFT 118
CENTRAL 26
CENTRALIA COAL HANDLING 1
CENTRALIA COAL MINE 31
CLINTON 25
DAYTON _ 10
DODD RD 25
GRANDVIEW 42
HOPLAND 34
MILLCREEK 45
NOB HILL 42
NORTH PARK 45

ORCHARD 45



Point of Delivery , ~ Delivery Limit

(MW)
PACIFIC 28
PASCO 15
POMEROY 6
PROSPECT POINT 40
PUNKIN CENTER 19
RIVER ROAD , 51
SELAH 40
SUNNYSIDE 45
TIETON 22
TOPPENISH ' 50
TOUCHET 6

UNION GAP 348
VOELKER 25
WAITSBURG 6
WAPATO 45
WENAS 13
WHITE SWAN 21
WILEY 45

Deliveries to Wholesale Contract Loads

Delivery of energy for Wholesale Contracts will be provided at the Points of
Injection associated with the Seller's Thermal Elements and Hydro-Electric
Generating Plants. The amount of energy provided under this Agreement for
Wholesale Contract loads will be delivered to each of the Points of Injection listed
below in an amount that is the ratio of the Delivery Limit of such Point of Injection
to the sum of the Delivery Limits for all of the Points of Injection listed below.

Point of Injection* Delivery Limit

(Mw)
Blundell 23

Bridger 1,407
Carbon 175
Cholla 380
Colstrip 144
Craig 165
Dave Johnston 772
Gadsby 235
Hayden 78
Hermiston 245

Hunter 1,122
Huntington 895
Naughton 700
Wyodak 268



Point of Injection*

American Fork
Ashton
Bend
Bigfork
Clearwater 1
Clearwater 2
Cline Falls
Condit
Copco 1
Copco 2
Cove
Cutler
Eagle Point
East Side
Fall Creek
Fish Creek
Fountain Green
Grace
Granite
Gunlock
Iron Gate
JC Boyle
Last Chance
Lemolo 1
Lemolo 2
Merwin
Naches
Naches Drop
Olmsted
Oneida

' Paris
Pioneer
Powerdale
Prospect 1
Prospect 2
Prospect 3
Prospect 4
Sand Cove
Skookumchuck
Slide Creek
Snake Creek
Soda
Soda Springs
St Anthony
Stairs
Swift 1
Toketee
Upper Beaver
Veyo

Delivery Limit

(MW)
0.95
6.85
1.11
4.15
15.00
26.00
1.00
9.60
20.00
27.00
7.50
30.00
2.81
3.20
2.20
11.00
0.16
33.00
2.00
0.75
18.00
79.99
1.73
29.00
33.00
136.00
6.37
1.40
10.30
30.00
0.72
5.00
6.00
3.76
32.00
7.20
1.00
0.80
1.55
18.00
1.18
14.00
11.00
0.50
1.00
240.00
42.50
2.52
0.50



Delivery Limit

Point of |n'|ection*
(MW)
Viva Naughton 0.77
Wallowa Falls 1.10
Weber 3.85
West Side 0.60
Yale 134.00

*Point of Injection is at Generator Bus Bar



PacifiCorp Generation Company Auction Protocols

(. Retention of Advisor

These protocols will govern the auction sale of Thermal Plants and associated facilities pursuant
to Subsections 13.3 and 13.4 of the Long-Term Power Purchase Agreement (“Agreement”).

As soon as practicable after it is determined that an auction will occur, PacifiCorp Generation
Company (Seller”) shall retain a nationally-recognized investment banking company with substantial
experience conducting auctions of generating facilities in the United States to act as the auction advisor
(“Advisor”). Following the retention of the Advisor, Seller shall have no further contact with the Advisor
except to provide information to the Advisor with respect to the assets being sold. Seller shall cooperate
fully with the Advisor during all phases of the auction. Seller shall make no effort to influence decisions

made by the Advisor or in any respect attempt to compromise the Advisor's independence.

1. Solicitation of Interested Buyers

The Advisor will structure an auction process designed to encourage all likely buyers to
pértioipate. The Advisor will conduct an active solicitation (mailings, calls and conferences/technical
workshops) of all companies likely to have an interest in the assets being auctioned and the capability to
purchase them. The Advisor will maintain a potential buyer database which will include all relevant
information on potential buyers (contacts, addresses, bidding history) and will track all communications/

correspondence with interested buyers.

° The Advisor will make initial contact with a broad universe of potential buyers through the
distribution of a “Sale Summary” (1-2 page summary of assets and proc}ess) which:
— Wil be prepared by the Advisor and distributed to interested buyers by the Advisor on behalf
of the Seller
— Wil describe the assets for sale in general terms (asset name, number of units, location,
primary fuel type, installed capacity, ownership interest)

— Wil set forth initial transaction parameters

1346434-1 1
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Parties who express interest in the assets after receiving the Sale Summary will be required to submit
qualification information and execute a Confidentiality and Access Agreement (“CA”) in order to
participate in the first round of the auction process.

The solicitation process will continue throughout the auction process as potential buyers may register
their interest up until shortly before the Advisor.accepts non-binding, preliminary bids

The Advisor will be in on- going contact with potential buyers to mamtaln their interest and address
issues as they arise with the goal of causing likely buyers to submit preliminary bids

Qualification Process

The qualification process assures that the Advisor's resources and attention will be focused on

potential buyers who are most likely to submit fully-financed bids rather than those simply interested in

obtaining information. Bidders will be required to submit the following information which the Advisor will

evaluate to determine if 2 particular bidder is qualified to participate in the auction process:

1346434-1

(i) a brief description of the bidding company or consortium;

(i) asummary of operating experience in the energy industry for the prospective bidding group,
focusing on experience involving similarly sized generating plant (number of plants operated,
size of those plants, and operating data including capacity factors, availability factors, heat
rates, etc.) or, if the group does not have specific operating experience, an operating plan for

the business unit(s) if acquired;

(iii) demonstrated and/or prospective ability to close an acquisition transaction of the magnitude
contemplated. In this regard, an audited balance sheet showing sufficient equity or cash on

hand or evidence of a financing commitment from a bank(s) will be sufficient; and

(iv) attributes of the bidder that bear upon the likelinood of prompt approval of the bidder as a
buyer by applicable regulatory authorities. Such attributes may include operating record,
environmental stewardship, labor relations, I_ack_of market power, corporate citizenship and
other matters which the Advisor believes may increase the likelihood of provmpt approval by

such regulatory authorities.

™~



The qualification process will work in the following manner

s The Advisor will send a Request for Qualifications (“RFQ”) letter and a CA to all interested

parties who register their interest after receiving the Sale Summary

e In the RFQ, interested parties will be instructed that if they are interested in receiving
additional information an officer of the potential bidder must execute and return the CA to the

Advisor

« Potential bidders will have the opportunity to discuss the provisions of the CA with the
Advisor's counsel and to make any revisions deemed appropriate and necessary by the
Advisor's counsel to allow the bidder to participate; however, potential bidders should not
expect material variations in the terms and conditions of the CAs, which are intended to be

substantially uniform for all bidders

« The RFQ will specify the qualification information listed above that must be submitted to the

Advisor before any additional information can be received

« Potential bidders will be informed in the RFQ that the Advisor will evaluate all of the
qualification information, but primary emphasis will be placed upon demonstrated financial

wherewithal to complete a purchase of the magnitude contemplated

o Potential bidders may be disqualified if it appears to the Advisor that they have engaged in

material misconduct in previous auctions of generating plants

o The Advisor will inform potential bidders within several days of recei\'/ing their information if
they are qualified
—  There is no limit to how many bidders can be qualified
— For those parties who do not qualify, the Advisor will send a letter delineating the
areas in which their qualification submissions fell short and will allow them to address

these shortcomings

1346434-1 _ 3



V. Ffrst (Preliminary, Non-Binding) Bidding Round

A. Information Memorandum

The first round will allow all interested parties who have been qualified pursuant to the procedures
discussed above, to receive an Information Memorandum (“IM”) containing detailed technical and
operating data on the assets for sale, a description of relevant power markets, financial information on the
assets and facilities, key selling parameters and preliminary proposal requirements.

B. Due Diligence - Data Room

Interested, qualified bidders will have access to the Data Room. Where feasible, in lieu of
establishing a Data Room, all relevant information will be recorded on a compact disk provided to all
qualified bidders. The Data Room will serve as the primary source of information for qualified first round
bidders, providing the opportunity to review documents containing detailed technical data and operating
history and information on the generating assets. Access will be highly controlled and monitored by the
Advisor. Bidders will schedule visits to the Data Room with the Advisor and will not be permitted access
to the Data Room unless they have previously arranged for the visit. The Advisor will compile all
information to be contained in the Data Room with the assistance of the Seller.

— The Advisor will inform the Seller of the type of information that bidders require based on prior

experience in similar processes

— The Advisor will assemble and catalog all information required by bidders to perform their

evaluation of the assets

o To the extent that the use of a compact disk proves not to be feasible, the Data Room will be
established in an accessible location in Salt Lake City, Utah with staff from the Advisor.
— The Data Room Manager will supervise the activities within the Data Room and maintain

confidentiality of Data Room visitors

o Data Room staff will have the following responsibpilities:
— Assist bidders in finding information describing Seller's assets
— Document bidder questions which cannot be addressed by the Data Room Information and

refer them to the Advisor

1346434-1 4



— Maintain presence in the Data Room to monitor the bidders and assist them generally

= Keep confidential all information related to bidders
The Data Room will contain multiple rooms so that several bidders can visit at the same time

— Each room will be fully “stocked” with copies of the Information (so that bidders are unaware

of others visiting simultaneously)

— Each room will contain telephones and a copy machine; copies can be made by the visiting
bidder or by the Advisor’s staff (logs will be maintained)

Data Room staff will be instructed not to provide any information not in the Data Room or to respond
to substantive questions from the bidders about the assets. All s‘uch inquiries will be referred to the
Advisor
The Data Room will remain open from the time the IM is distributed up to approximately one week
before the preliminary, non-binding bids are due (approximately two months).

C. Preliminary Proposal Requirements

Prospective buyers will be required to submit preliminary, non-binding proposals about eight to ten

weeks after receiving the IM.

Bidders will be asked to make certain assumptions in preparing their preliminary proposals.

Furthermore, bidders will be informed of any need to enter into contracts with Seller for certain ancillary

services. These assumptions will be set forth in the IM.

1346434-1

Requirements for the preliminary proposals will include at least:
o Description of the bidding entity or group, including all equity participants;
¢ Proposed purchase price;
e A description of the financing plan contemplated for the potential acquisition;
o A list of additional information and/or due diligence required to submit a binding bid;

o Operating plan for the business units;



o Confirmation that existing labor agreements will be assumed and intentions with

respect to Seller's employees in both plant and support functions.

e Alist of corporate, shareholder and regulatory approvals required to close a

transaction and the estimated time frame for such approvals;

e Any exceptions to the definitive documents or transaction parameters outlined in the
IM; and

e Confirmation that the proposal is not subject to any financing contingencies

The Advisor may also request data from bidders regarding their ownership of generating assets in the
relevant markets to ensure that there are no obvious market power issues.

V. Final Bidding Round

A. “Short-Listing of Bidders”

Within five business days of receipt of ﬁreliminary proposal’s, the Advisors will inform parties that
provided such preliminary proposals whether they have been Vselected to offer final bids. All parties
selected to offer final bids will be informed of any changes in the definitive documents or transaction
parameters that have occurred as a result of preliminary proposals. Final bids will be due approximately
one month following the selection of parties eligible to make final bids.

B. Selection of Winning Final Bid

Within two business days of receiving the final bids, the Advisor will determine which party offered
the highest amount for the assets. If the auction is being conducted pursuant to Subsection 13.3 of the
Agreement and the high bid is in excess of the Réserve Amount, or if the auction is being conducted
pursuant to Subsection 13.4 of the Agreerﬁent, the winning bidder will be expected Ito execute definitive
transaction agreements within two business days of being selected. Any party not timely executing
definitive transaction agreements will be disqualified from further participation in the auction and may be

disqualified from participation in future auctions conducted on behalf of the Seller.

13464341 6



EXHIBIT I

SYSTEM LOAD BALANCING COST DETERMINATION METHODOLOGY

This Exhibit describes the algorithm for determining the average price of Base
Supplemental Power, Premium Supplemental Power, Base Excess Power and Premium Excess
Power. Capitalized Terms used herein that are not defined herein shall have meaning ascribed to
them in Section 1 of the Short-Term Power Purchase Agreement or Exhibit J to the Short-Term
Power Purchase Agreement.

Definitions:

e “Net Resources” means, for any Period, the sum of the Total Entitlement Amount together
with energy from Dedicated New Resources less the Power Sales Contract Energy Amount.

e “Reference Net Resources” means, in respect to any Period, the sum of: a)Energy available
in 2002 from Active Thermal Elements, 2) normalized energy from Hydro-Electric
Generating Plants (as shown on Schedule II), 3) energy available in 2002 from Purchased
Power Contracts less the 2002 Power Sales Contract Energy Amount

e “Net Resource Adjustment” means, in respect to any Period, Net Resources less Reference
Net Resources

e “Reference Contract Load” means, in reference to any Period for any Buyer, the 2002 Load
of all Buyers for that Period multiplied by the Buyer’s Monthly Share for that Period

e “Base Contract Load” means in respect to any Period, for any Buyer, Reference Load plus
Net Resource Adjustment

e “Premium Contract Load” means in respect to the total system or each buyer, the positive or
negative difference in any hour or any Period between the Contract Load and the Base
Contract Load. When the Premium Contract Load is Positive, it shall be deemed Premium
Supplemental Power, and when the Premium Contract Load is negative, it shall be deemed
Premium Excess Power.

e “Contract Load” means Buyer’s Net Load. .

e “Direct Access Load” means the difference between Distribution Load and Contract Load.
e “Base Contract Load Ratio” = Base Contract Load / Contract Load

e “Base Hourly Load” = Base Contract Load Ratio for the Period * Actual Hourly Load

After the Fact Determination of Base and Premium Energy and Cost
Step One: Import of Total System Data from System Balancing Sequences set forth in Exhibit J.

For each hour, import total system data for energy and costs of Base Supplemental Power, Base

Excess Power, Premium Supplemental Power and Premium Excess Power.
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Step Two: Assign Base Amounts to Buyer

For each hour, take the total Base Excess Power and Base Excess Revenues and the total Base
Supplemental Power and Base Supplemental Costs from Step One and allocate among Buyers
based on the Monthly Buyer’s Share for that Period.

Step Three: Determine Buyer’s Share of Premium Amounts

After allocating the Base Excess Power and Base Supplemental Power to the Buyer, compare the
sum of these plus Buyer’s share of Net Resources for the hour to the Buyer’s Load for the hour.
If the sum of resources exceeds Load, Buyer has Premium Excess Power in that hour. If the sum
of resources is less than Load, Buyer has Premium Supplemental Power.

Step Four: Determine Buyer’s Costs/Revenues related to Premium Amounts

The Premium Price in each Period will be calculated by comparing the two sequences described
in Exhibit J. Buyer’s Premium Excess Power and Premium Supplemental Power will be priced
at the system weighted average price for Premium Power. In the case that the total system does
not have a price for Premium Power, the Buyer’s Premium Power will be priced at the average
price of Long positions in the sequences in Exhibit J. In the further event that there are no
system-wide purchases in the Period, the Premium Power price will be the average price of Short
positions in the sequences in Exhibit J.

Step Five: Compile results

These steps will establish the Buyer’s share for each hour of energy and costs/revenues related to
Base Supplemental Power, Base Excess Power, Premium Supplemental Power and Premium
Excess Power.
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EXHIBIT J

This Exhibit sets forth the algorithm to be used for determining the amount of Base
Supplemental Power, Premium Supplemental Power, Base Excess Power and Premium Excess
Power to be reflected in the calculation of the hourly Variable Charge pursuant to Subsection
6.4 of the Short-Term Power Purchase Agreement. Capitalized terms used herein, that are not
defined herein, have the meaning ascribed to them in Section 1 of the Short-Term Power
Purchase Agreement.

DEFINITIONS:

“East Side” means the east side of PacifiCorp Generation’s system including the states of
Utah, Wyoming, Arizona, Colorado and Idaho (but not including the Jim Bridger Plant which
is deemed to be on the West Side).

“West Side” means the west side of PacifiCorp Generation’s system including the states of
Oregon, Washington Montana and California.

“Side” means either the East Side or the West Side

“East-Side Loads” means the loads of PacifiCorp, Utah , PacifiCorp, Wyoming, and
PacifiCorp, Idaho.

“West Side Loads” means the loads of PacifiCorp, Oregon, PacifiCorp, Washington and
PacifiCorp, California. :

“East Side Elements” means those Thermal Elements. Hydro-Electric Generating Plants
Power Purchase Contracts, and Power Sales Contracts assigned to the East Side of the
Transmission System as reflected on Exhibits A, B and D.

“East Side Resources” means energy deemed available from East Side Elements.

“West Side Elements” means those Thermal Elements. Hydro-Electric Generating Plants,
Power Purchase Contracts, and Power Sales Contracts assigned to the West Side of the
Transmission System as reflected on Exhibits A, B and D.

“West Side Resources” means the power available from East Side Elements under the terms of
this contract

“East-West Transmission Capacity” means, with respect to any Period, the available capacity
for transmission of power from the East Side to the West Side as reflected on Schedule I.
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“West-East Transmission Capacity” means, with respect to any Period, the available capacity
for transmission of power from the West Side to the East Side as reflected on Schedule I.

“Capacity to Sell” means, in respect to any Liquid Hub, the Transmission Capacity to that
Liquid Hub adjusted for transmission losses in accordance with Schedule I, and in respect to
either Side, the total Capacity to Sell with respect to the Liquid Market Hubs assigned to that
Side

“Liquid Hub” means liquid trading hubs as specified herein, and as amended from time to time
by mutual agreement of the Parties. The West Side Hubs shall be the California-Oregon
Border (COB) and the Mid-Columbia (MidC). The East Side Hub shall be Palo Verde/Desert
South West (PV).

“Long Position” means, with respect to any hour and with respect to either Side, the positive
difference between the Loads and the Resources for that Side

“Excess Long Position” means, with respect to either side, the positive difference between the
Long Position and the Capacity to Sell.

“Marginal Cost” means, with respect to either side, the Variable Charge of the most expensive
Thermal Element deemed dispatched on that Side in that Hour

“Short Position” means, with respect to any hour and with respect to either Side, the negative
difference between the Loads and the Resources for that Side

“Market Price” means the Adjusted Market Price Index for the hour established in accordance
with Exhibit N.

“Period” means the High Load Hours or Low Load Hours for each month constituting 24
Periods per year.

Hourly Base Load Balancing Calculation

The following steps are completed twice. The first sequence compares the sum of the
Buyers’ Base Contract Load to Net Resources to produce the cost and energy associated with
Base Supplemental Power and Base Excess Power for the total system. The second sequence
compares the sum of the Buyers’ Contract Load to Net Resource. The difference between the
first sequence and the second sequence is the cost and energy associated with Premium
Supplemental Power and Premium Excess Power for the total system.
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Step One: Calculate Starting Long Position and Short Position for Each Side
For each hour of each Period, the Seller will calculate:

The starting Long Position or Short Position for the East Side by subtracting East Side Loads
from East Side Resources. A negative result is a Short Position and a positive result is a Long
Position.

The starting Long Position or Short Position for the West Side by subtracting West Side Loads
from West Side Resources. A negative result is a Short Position and a positive Result is a
Long Position.

Step Two: Transfer Excess Long Position and Recalculate Positions for each Side

If the result of Step One place one Side in an Excess Long Position (a Long Position in excess
of that Side’s Capability to Sell), the model will transfer power from the Side with the Excess
Long Position to the Side without an Excess Long position in an amount equal to the lesser of:
1) either the East-West Transmission Capacity or the West-East Transmission Capacity
whichever is relevant, or 2) the Excess Long Position, in either case, taking into account the
relevant transmission losses described in Schedule I. In no case will the transfer place the
other side in an Excess Long Position.

Then, the model will recalculate the Long Position or the Short Position for each Side net of
Excess Power transfers.

Step Three: Optimize Value of Long Positions subject to ability to move power and ability to
sell power

If one Side has a Long Position, and if the Market Price for that Side is lower than the Market
Price for the other Side, then power will be transferred from that Side to the other Side in the
amount equal to the lesser of: 1) the positive difference between the Capacity to Sell and the
Long Position or Short Position on the other Side, 2) either the East-West Transmission
Capacity or the West-East Transmission Capacity whichever is relevant, and taking account of
transfers already made in Step Two, and 3) the Long Position on that Side.

Then, the model will recalculate the final Long Position or Short Position for each Side net of
all transfers.

Step Four: Establish Market Value of Long Position or Market Cost of Short Position for
Each Side

For each Side, a Long Position will be deemed to have been sold at the highest available
Liquid Hub on that Side, up to the Capacity to Sell for that Liquid Hub, then at the next
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highest available Liquid Hub, until either the entire Long Position has been deemed to be sold
or all available Capacity to Sell on that Side has been used. If the Side has an Excess Long
Position, it will be priced in descending order of Variable Charge for each Active Thermal
Element deemed “Dispatched” in that hour on that Side, until the Excess Long Position is
priced. This replicates the economics of backing down each Thermal Element based on its
variable cost.

For each side, a Short Position will be deemed to have been covered at the lowest available
Liquid Hub on that Side up to the Capacity to Buy for that Liquid Hub, then at the next lowest
available Liquid Hub, until either the entire Short Position has been deemed to be purchased,
or there is no available Capacity to Buy on that Side. In the case where the Short Position
exceeds the Capacity to Buy, the difference between the Short Position and the Capacity to Buy
will be priced at the highest Liquid Hub on that Side.

Step Five: Establish Energy and Costs

The first sequence produces the total system energy and costs associated with Base
Supplemental Power and Base Excess Power. The second sequence produces the total system
energy and costs for Base Supplemental Power and Premium Supplemental Power and Base
Excess Power and Premium Excess Power. Subtracting the results of the first sequence from
the second sequence produces discrete values for energy and costs of Premium Supplemental
Power and Premium Excess Power.

Schedules:
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o " SCHEDUL .
Transmission Losses (Only applies to sales) EI, P. 2

PV 3.73%
COB 5.32%
East/West 3.73%

West/East 3.73%
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Exhibit N
ADJUSTED MARKET PRICE INDEX

Market price indices are developed and published by Dow Jones™ in the Wall Street
Journal for the California-Oregon/Nevada-Oregon Border (COB), Mid-Columbia, and
Palo Verde trading hubs, among other hubs. These market price indices are volume
weighted daily averages of speciﬁcally-deﬁned bilateral, wholesale, physical
transactions. These indices are not seasonal hourly prices as necessitated by the Short-
Term Power Purchase Agreement This Exhibit establishes a method to develop Hourly
Shaping Factors that translate the daily market price indices to seasonal hourly prices.
This Exhibit also establishes a basis for determining what Thermal Elements are deemed

to have been dispatched in any hour.

Capitalized terms that are defined herein shall have the meaning ascribed to them in

Section 1 of the Short-Term Power Purchase Agreement or in Exhibit J, thereto.

Definitions

e “HE” means hour ending.

e “HLH” means HE 0700 through HE 2200 (6 a.m. — 10 p.m.) Pacific prevailing time. HLH
includes the same hours of a day as “on-peak”, as Dow Jones currently defines that term in its
“Daily On-Peak Index”.

e “LLH” means HE 0001 through HE 0600 and HE 2300 and HE 2400 (10 p.m. — 6 a.m.)
Pacific prevailing time. LLH includes the same hours of a day as “off-peak”, as Dow Jones
currently defines that term in its “Daily Off-Peak Index”.

° “Sunday/Holiday” means for all hours on Sundays and NERC-defined Holidays.

e “Daily On-Peak Index” means the Dow J ones™ COB, Mid-Columbia, or Palo Verde Firm
On-Peak index as reported in the Wall Street Journal for each Monday through Saturday,
except NERC-defined holidays. In the event the trading hub’s “Daily On-Peak Index” is not



reported for any given day then the non-zero value posted from the previous like day shall be
used.

e “Daily Off-Peak Index” means the Dow Jones™ COB, Mid-Columbia, or Palo Verde Firm
Off-Peak index as reported in the Wall Street Journal for each Monday through Saturday,
except NERC-defined holidays. In the event the “Daily Off-Peak Index” is not reported for
any given day then the non-zero value posted from the previous like day shall be used.

e “Sunday and Holiday Index” means the Dow Jones™ COB, Mid-Columbia, or Palo Verde
24-Hour Firm index as reported in the Wall Street Journal for each Sunday and NERC-
defined holiday. In the event the “Sunday and Holiday Index” is not reported for any given
day then the non-zero value posted from the previous like day shall be used.

e “Hourly Index Price” means a price, expressed in dollars per megawatt-hour, that is derived
by the application of Hourly Shaping Factors to the appropriate Inde.

e “Summer Season” means all days within the 7-month period, April 1 through October 31.

e “Winter Season” means all days within the 5-month period, November 1 through March 31.

Creating Hourly Shaping Factors

Hourly Shaping Factors are used to convert market prices for each day in the published indices to
hourly prices. These factors were developed for each trading hub and for each Summer and
Winter season. They take the form of fixed hourly percentages, and are multiplied against the
prevailing market price in the applicable Daily On-Peak Index, Daily Off-Peak Index, or Sunday
and Holiday Index to yield Hourly Index Prices.

D(Si) = Hourly Index Price

‘Where:
D is the published market price index for appropriate trading hub and day
Si is applicable Hourly Shaping Factor for appropriate hour and season

The Hourly Shaping Factors may be changed with mutual agreement of the Parties.

- Method for formulating Hourly Shaping Factors:



e Factors for each Summer or Winter Season were formulated using market price quotes

| received for each hour of each day of the most recently concluded Summer and Winter
Season, respectively.

e The hourly price quotes for each Monday through Saturday, excluding NERC-approved
Holidays, of the most recently concluded Season are grouped by HLH and LLH period for
each such day. The hourly price quotes for each Sunday/Holiday are grouped separately.

e The hourly price quotes are then averaged across like hours within either the HLH period for
each Monday through Saturday, except Holidays; the LLH period for each Monday through
Saturday, except Holidays; or the 24-hour period for each Sunday/Holiday.

e The hourly price quote for each HLH hour are then be divided by the average HLH period
price, the hourly price quote for each LLH hour are divided by the average LLH period price,
and the hourly price quote for each Sunday and Holiday are divided by the average 24-hour
Sunday/Holiday price . The result is the daily HLH or LLH hourly percentages and the
Sunday/Holiday percentages.

e The daily HLH hourly percentages for each hour are then summed across the Mondays
through Saturdays, excluding Holidays, of the Season. Each of these hourly percentage sums
is then divided by the number of Mondays through Saturdays, excluding Holidays, in the
Season.

e In the same manner, the daily LLH hourly percentages or each hour are then summed across
the Mondays through Saturdays, excluding Holidays, of the Season. Each of these hourly
percentage sums are then be divided by the Mondays through Saturdays, excluding Holidays,
in the Season.

e Also in the same manner, the Sunday/Holiday hourly percentages for each hour are then
summed across the Sunday/Holiday days of the Season. Each of these hourly percentage
sums are then be divided by the appropriate number of Sundays/Holidays in the Season.

e These steps results in Hourly Shaping Factors for each applicable time period reported by

Dow Jones.

Replacement Price Indices

If an hourly Dow Jones COB, Mid-Columbia, or Palo Verde pre-schedule index (or other hourly
index mutually-agreeable to the Parties) becomes available during the term of this Agreement that
is indicative of the price of firm power delivered to the COB, Mid-Columbia or Palo Verde on an

hourly basis, respectively, it shall be substituted for the hourly-weighted daily index created



pursuant to this Exhibit. If a new market hub develops for which a new, relevant Dow Jones daily
index (or other daily index mutually agreeable to the Parties) becomes available during the term
of this Agreement that is indicative of the equivalent power product, it shall substitute in whole or
in part the daily indices, with mutual agreement of the Parties. If an index that is being relied
upon for establishing the Hourly Index Price is discontinued during the term of this Agreement,
the Parties shall endeavor in good faith to agree on a substitute index which accurately reflects the
market value of firm power delivered to the respective market hub. If any index or methodology
used herein is proposed to be replaced by either Party, and mutual agreement is not reached
between the Parties with respect to the replacement of such index, the Parties shall submit the

index replacement issue to binding arbitration.

Dispatch of Thermal Elements

If the Variable Thermal Charge Pricing Element associated with a East-Side
Resource is less than the Hourly Index Price, it shall be deemed to have been dispatched
for purposes of Subsection 6.3 of the Short-Term Power Purchase Agreement.

If the Variable Thermal Charge Pricing Element associated with a West-Side
Resource is less than the result of the following formula (the Western Dispatch Target
Price), it shall be deemed to have been dispatched for purposes of Section 6.3 of the
Short-Term Power Purchase Agreement:

25 (C) +.75 (M) = Western Dispatch Target Price

Where:
C = Hourly Index Price for the California Oregon Border
M= Hourly Index Price for the Mid-Columbia
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Hourly Shaping Factors

Winter Season
COB Mid Columbia Palo Verde

Monday-Saturday except Aundays Monday-Saturday except Sundays Monday-Saturday except Sungays

NERG Holidays and NERC NERG Holidays and NERG NERG Holidays and NERG

Holidays Holidays Holidays

HLH LLH HLH LLH HLH LLH

100.12% 75.00% 100.72% 76.00% 99.99% 86.00%
99.18% 73.00% 98.54% 72.00% 98.41% 86.00%
97.05% 71.00% 97.68%| - 72.00% 97.48% 85.00%
97.24% 72.00% 97.92% 71.00% 98.59% 85.00%
98.99% 72.00% 99.16% 72.00% 99.78% 87.00%
100.02% 77.00% 99.38% 77.00% 101.60% 94.00%
97.46% 81.00% 97.21% 81.00% 97.27% 102.00%
99.47% 92.00% 99.66% 91.00% 101.58% 107.00%
98.89% 95.00% 98.61% 96.00% 101.91% 106.00%
99.51% 100.00% 98.94% 100.00% 101.12% 105.00%
99.33% 106.00% 98.35% 106.00% 100.57% 103.00%
99.74% 110.00% 99.47% 110.00% 99.13% 102.00%
100.38% 116.00% 100.57% 116.00% 99.35% 100.00%
100.44% 122.00% 100.30% 122.00% 98.83% 100.00%
100.51% 126.00% 100.03% 126.00% 97.53% 100.00%
100.11% 129.00% 100.64% 129.00% 97.29% 100.00%
99.24% 126.00% 98.88% 127.00% 96.92% 106.00%
100.85% 127.00% 101.34% 126.00% 100.40% 114.00%
101.47% 123.00% 101.83% 123.00% 102.40% 117.00%
101.09% 116.00% 100.96% 116.00% 102.75% 114.00%
99.91% 109.00% 99.65% 109.00% 101.87% 108.00%
101.62% 101.00% 103.59% 101.00% 101.09% 104.00%
106.05% 90.00% 104.96% 91.00% 103.43% 96.00%
101.35% 91.00% 101.64% 90.00% 100.72% 94.00%




