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A DIVISION OF PACIFICORP

April 7, 2015
VIA ELECTRONIC FILING
AND OVERNIGHT DELIVERY

Public Utility Commission of Oregon

3930 Fairview Industrial Dr SE

Salem, Oregon 97302-1166

Attn: Filing Center

RE: UP —Application for an Order Authorizing the Sale of Certain Assets to GP Camas
PacifiCorp d/b/a Pacific Power submits for filing its application seeking approval to sell an on-
site generation unit and a 69 kilovolt transmission line to Georgia-Pacific Consumer Products

(Camas) LLC (GP Camas).

PacifiCorp respectfully requests that all data requests regarding this matter be addressed to:

By E-mail (preferred): datarequest@pacificorp.com
By regular mail: Data Request Response Center
PacifiCorp

825 NE Multnomah St., Suite 2000
Portland, OR 97232

Please direct informal questions with respect to this filing to Natasha Siores, Director of
Regulatory Affairs and Revenue Requirement, at (503) 813-6583.

Sincerely,
/

y
ﬁ 2
P ‘AN /"\‘/g’/, 7 //
%{ i‘%\%w L ITA f& 2y
R. Bryce Dalley

Vice President, Regulation

Enclosure
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BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON

UP

In the Matter of

APPLICATION OF PACIFICORP
PACIFICORP d/b/a PACIFIC POWER

Application for an Order Authorizing the
Sale of Certain Assets to GP Camas

Under ORS 757.480 and in accordance with OAR 860-027-0025, PacifiCorp d/b/a
Pacific Power (PacifiCorp or Company) seeks approval from the Public Utility Commission
of Oregon (Commission) to sell an on-site generation unit and a 69 kilovolt (kV)
transmission line to Georgia-Pacific Consumer Products (Camas) LLC (GP Camas). In
support of this Application, PacifiCorp states as follows:

I BACKGROUND

PacifiCorp and James River Paper Company, Inc. (James River), entered into that
certain Camas Development, Construction, Operations and Steam Supply Agreement
(Development Agreement) dated January 13, 1993. A copy of the Development Agreement
is included with this Application as Attachment A. At that time, PacifiCorp had been
providing electric service to James River under a Pulp and Paper Service option until James
River considered the option of installing their own co-generation facilities. To maintain
James River as a customer, PacifiCorp reached agreement with James River for PacifiCorp to
construct and own a 50 megawatt (MW) high-efficiency steam turbine generator, electrical
substation and step-up transformer (required to increase the 13.8 kV power from the
generator to the 69 kV transmission system), and associated controls and equipment

(collectively referred to as the “Co-Generation Facilities”). Under the agreement, James
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River received 100 percent of the steam by-product for drying the paper at the mill,
PacifiCorp received 100 percent of the electricity output and supplied James River with 100
percent of the mill electricity needs under Oregon Schedule 48T, and James River operated
the Co-Generation Facilities and provided 100 percent of the fuel for the term of the
Development Agreement. GP Camas became the successor-in-interest to James River in the
year 2000.

James River and PacifiCorp also entered into a Lease Agreement dated January 13,
1993 (Lease) under which PacifiCorp leases James River’s real property as the site for the
Co-Generation Facilities. The Lease is included with the Development Agreement as Exhibit
I. The Development Agreement is set to expire December 31, 2015, and the parties have
agreed not to renew it. Section 13.2 of the Lease allows GP Camas to elect to purchase the
assets at fair market value no later than six months after the termination of the Agreement.
GP Camas has elected to purchase the Co-Generation Facilities and the parties have
negotiated an agreement for this purchase. The Agreement of Purchase and Sale by and
between Georgia-Pacific Consumer Products (Camas) LLC and PacifiCorp is included with
this Application as Attachment B.

Additionally, on January 13, 1993, PacifiCorp and James River entered into that
certain Transmission Facilities Purchase, Easement and License Agreement (Transmission
Agreement) under which PacifiCorp purchased certain transmission facilities. The
Transmission Agreement is included with the Development Agreement as Exhibit J. The
transmission facilities are comprised of the 69 kV transmission lines, towers and associated
components that start at the Co-Generation Facilities at the mill and extend across Lady

Island as a double-circuit to PacifiCorp’s Troutdale substation in Troutdale, Oregon
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(Transmission Facilities). Article 6 of the Transmission Agreement grants GP Camas the
option to purchase the Transmission Facilities back from PacifiCorp and the purchase price
must be equal to the book value. A copy of the Purchase Agreement for the Transmission
Facilities is included with this Application as Attachment C.

Pending regulatory approval, PacifiCorp and GP Camas negotiated the purchase price
for both the Co-Generation Facilities and the Transmission Facilities. The parties agreed the
value of the Co-Generation Facilities is $350,000, which is based on potential value of
selling the unit off the shelf less costs for dismantling the unit while taking into consideration
potential scrap value and PacifiCorp’s avoidance of paying costs to overhaul the unit. The
parties entered into an agreement for the sale of the Transmission Facilities at $135,967.76,
which is the book value of the assets matched with depreciation as of December 31, 2015.

The total sales price for both assets is $485,967.76, which has been determined to be
the least cost, risk-adjusted option. The Co-Generation Facilities and the Transmission
Facilities are classified as system-allocated assets. The book value of the Co-Generation
Facilities will be $1,092,695.27 on December 31, 2015. The Oregon-allocated portion of the
loss will be addressed through Schedule 96, the property sales balancing account. As more
fully explained below, this transaction will not affect PacifiCorp’s ability to perform its
public duties.

I11.  COMPLIANCE WITH OAR 860-027-0025(1) FILING REQUIREMENTS
A. Address

PacifiCorp’s exact name and address of its principal business office are:

PacifiCorp
825 NE Multnomah Street, Suite 2000

Portland, OR 97232
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B. State in which incorporated; date of incorporation; other states in which
authorized to transact utility business

PacifiCorp was incorporated under the laws of the State of Oregon on August 11,
1987. PacifiCorp is authorized to provide retail electric service in Oregon, California, Idaho,
Utah, Washington, and Wyoming.
C. Communications and notices

All notices and communications to PacifiCorp regarding this Application should be

addressed to:

Oregon Dockets Michelle Mishoe

PacifiCorp Senior Counsel

825 NE Multnomah St., Suite 2000 PacifiCorp

Portland, OR 97232 825 NE Multnomah St., Suite 1800

Email: oregondockets@pacificorp.com Portland, OR 97232
Telephone: 503.813.5977
Email: michelle.mishoe@pacificorp.com

In addition, PacifiCorp respectfully requests that all data requests regarding this

matter be addressed to:

By e-mail (preferred) datarequest@pacificorp.com
By regular mail Data Request Response Center
PacifiCorp

825 NE Multnomah St., Suite 2000
Portland, OR 97232

Informal inquires may also be directed to Natasha Siores, Director of Regulatory
Affairs and Revenue Requirement at (503) 813-6583.

D. Principal officers

PacifiCorp’s principal officers are:

Name Title
Gregory E. Abel Chairman of Board & Chief Executive Officer
Stefan Bird President and Chief Executive Officer, Pacific Power
. President and Chief Executive Officer, Rocky Mountain
Cindy Crane Power
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President and Chief Executive Officer, PacifiCorp
Transmission
Douglas K. Stuver Senior Vice President & Chief Financial Officer

R. Patrick Reiten

Description of business; designation of territories served

PacifiCorp engages in the generation, purchase, transmission, distribution and sale of
electric energy in Benton, Clackamas, Clatsop, Coos, Crook, Deschutes, Douglas, Gilliam,
Hood River, Jackson, Jefferson, Josephine, Klamath, Lake, Lane, Lincoln, Linn, Marion,
Morrow, Multnomah, Polk, Sherman, Tillamook, Umatilla, Wallowa, Wasco, and
Washington Counties in Oregon. PacifiCorp also engages in the generation, purchase,
transmission, distribution and sale of electric energy in the states of Washington, California,
Idaho, Wyoming, and Utah.
E. Statement showing for each class and series of capital stock: brief description;

amount authorized; amount outstanding; amount held as required securities;
amount pledged; amount owned by affiliated interests; amount held in any fund

Not applicable. This transaction does not involve the sale of financial instruments or

stock.

F. Statement showing for each class and series of long-term debt and notes: brief
description of amount authorized; amount outstanding; amount held as required
securities; amount pledged; amount held by affiliated interests; amount in
sinking and other funds
Not applicable. This transaction does not involve the sale of financial instruments.

G. Purpose of application; description of consideration and method of arriving at

amount thereof

PacifiCorp files this Application to seek approval of the sale of a steam-powered Co-
Generation Facilities and certain Transmission Assets to GP Camas. PacifiCorp and GP
Camas entered in the Development Agreement in 1993 under which the Company
constructed the co-generation unit on GP Camas-owned property to allow GP Camas to use

the steam output and PacifiCorp received the generation output. Additionally, PacifiCorp



10

11

12

13

14

15

16

17

18
19

20

21

22

23

24

purchased certain transmission facilities to transport the output across Lady Island to the
Company’s Troutdale substation. Under the Development Agreement, GP Camas has the
option to purchase the Co-Generation Facilities and the Transmission Assets in the event the
parties determine not to extend the Development Agreement beyond its initial twenty-year
term. The parties agreed not to extend the Development Agreement and GP Camas wants to
purchase both the Co-Generation Facilities and the Transmission Assets.

The parties negotiated the purchase price for the Co-Generation Facilities by
determining a fair market value price, taking into consideration a variety of factors, including
the value of selling the Co-Generation Facilities “off the shelf” less costs for dismantling the
unit, potential scrap value, PacifiCorp’s avoidance of paying costs to overhaul the facilities,
and operational considerations for GP Camas. The transaction price is reasonable based on
these factors. Selling the Co-Generation Facilities is the least cost, risk-adjusted option for
PacifiCorp.

Acrticle 6 of the Transmission Agreement requires PacifiCorp to sell the Transmission
Assets at the net book cost of the facilities at the time of GP Camas’ election to purchase the
facilities. GP Camas will exercise the option to be effective December 31, 2015, making the
sales price the net book value as of December 31, 2015.

H. Statement of facilities to be disposed of; description of present use and proposed
use; inclusion of all operating facilities of parties to the transaction

PacifiCorp will sell a steam-powered co-generation unit with a nameplate capacity of
50 MW, which currently operates between 10 and 14 MW. The steam output solely serves
GP Camas mill load while the electricity is used by PacifiCorp to serve retail load. GP
Camas intends to own and operate the co-generation for its own generation needs.

PacifiCorp will also sell a 69 kV transmission line and related appurtenances to GP Camas.
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This line is currently connected through a double circuit across Lady Island to the
Company’s Troutdale substation and is used to transport power to and from the co-generation
unit. GP Camas will use these Transmission Assets for the same purpose.

l. Statement by primary account of cost of the facilities and applicable
depreciation reserve

See Attachment D for a complete list of components included in the transaction and
their corresponding acquisition values, accumulated depreciation and net book values.

J. Required filings with other state or federal regulatory bodies

PacifiCorp is also required to file an application for approval of the transaction with
the Wyoming Public Service Commission.

K. Facts relied upon by applicants to show transaction is within the public interest

ORS 757.480(1) requires Commission approval for the sale, lease, assignment or
other disposition of property used in the generation, transmission, or distribution supply of
electric power of a value in excess of $100,000. Further, OAR 860-027-0025(1)(l) requires
the utility to show that such a proposed disposition is “consistent with the public interest.”
The Commission has previously held that this standard requires only a “no harm” showing.

The proposed transaction will not harm customers. The Co-Generation Facilities and
the Transmission Assets serve GP Camas. Electricity produced from the Co-Generation
Facilities flows to GP Camas’s load, however PacifiCorp includes the Co-Generation

Facilities in its Integrated Resource Plan as a network resource. PacifiCorp has planned for

! See, e.g., In the Matter of a Legal Standard for Approval of Mergers, Docket No. UM 1011, Order No. 01-778
(Sept. 4, 2001) (“The remainder of the statutory scheme, those statutes governing transfer, sale, affiliated
interest transactions, and contracts, either expresses no standard (for instance, ORS 757.480, .485) and has been
read to require a no harm standard, or contains a ‘not contrary to the public interest’ standard (ORS 757.490,
.495.)”) (emphasis added); In the Matter of the Application of PacifiCorp, Docket No. UP 168, Order No. 00-
112, at 6 (Feb. 29, 2000) (regarding the sale of the Centralia generating plant); In the Matter of Portland
General Electric, Docket No. UP 158, Order No. 00-111, at 2 (Feb. 29, 2000) (regarding the sale of the Colstrip
generating units); In the Matter of the Application of Portland General Electric, Docket No. UP 165/UP 170,
Order No. 99-730, at 7(Nov. 29, 1999) (regarding the sale of the Centralia generating plant).

7
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the sale of the Co-Generation Facilities to GP Camas and intends to purchase any generation
shortfall from market purchases of sufficient depth. PacifiCorp does not need the Co-

Generation Facilities or Transmission Assets to provide safe, reliable electric service to its

customers.
L. Reasons relied upon for entering into the proposed transaction; benefits to
customers

Please refer to sections I. and L., and the Background Section, above.

M. Amount of stock, bonds, or other securities, now owned, held or controlled by
applicant, of the utility from which stock or bonds are proposed to be acquired

Not applicable. This transaction does not involve the sale of stock or other financial
instruments.

N. Statement of franchises held; date of expiration; facilities of transferees
Not applicable.
IV. COMPLIANCE WITH OAR 860-027-0025(2) FILING REQUIREMENTS
A. Exhibit A—Articles of Incorporation

Not applicable. Review of Articles of Incorporation would not advance the
Commission’s analysis of this Application because the transaction involves the conveyance
of utility property. This transaction does not affect PacifiCorp’s corporate structure or
governance.

B. Exhibit B—Bylaws

Not applicable. Review of PacifiCorp’s bylaws would not advance the Commission’s
analysis of this Application because the transaction involves the conveyance of utility
property. The transaction does not affect PacifiCorp’s corporate structure or governance.

C. Exhibit C—Resolution of directors authorizing transaction

This transaction does not require approval from PacifiCorp’s board of directors.
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D. Exhibit D—Mortgages, trust, deeds or indentures securing obligation of each
party

The majority of the Company’s real property and fixtures are subject to a lien under
the Mortgage and Deed of Trust, dated as of January 9, 1989, from PacifiCorp to The Bank
of New York Mellon Trust Company, N.A. (as successor to The Bank of New York Mellon)
as Trustee, as amended and supplemented. The Company will request for a partial release of
mortgage instrument for the assets being sold to record at closing.

E. Exhibit E—Balance sheet showing booked amounts, adjustments to record the

proposed transaction and pro forma, with supporting fixed capital or plant
schedules in conformity with the forms in the annual report

Not applicable. This transaction will not materially affect the Company’s balance
sheet.
F. Exhibit F—Known contingent liabilities

There are no known contingent liabilities.
G. Exhibit G—Comparative income statements showing recorded results of

operations, adjustments to record the proposed transaction and pro forma, in
conformity with the form in the annual report

Not applicable. The transaction will not materially affect the Company’s income
statement.

H. Exhibit H—Analysis of surplus for the period covered by income statements
referred to in G

Not applicable. The transaction will not materially affect the Company’s income
statement.

l. Exhibit I—Copy of contract for transaction and other written instruments

A copy of the Agreement of Purchase and Sale by and between Georgia-Pacific

Consumer Products (Camas) LLC and PacifiCorp for the Georgia-Pacific Camas Generating
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sale of the Transmission Assets is included with this Application as Attachment C.

J. Exhibit J—Copy of each proposed journal entry to be used to record the
transaction

Please refer to Attachment E for the proposed journal entries.
K. Exhibit K—Copy of each supporting schedule showing the benefits, if any, which

each applicant relies upon to support the facts required by (1)(l) of this rule and
reasons as required by (1)(m).

This Application and attachments contain the necessary information to demonstrate
the benefits of this transaction and for the Commission to base its decision. However, the
Company is prepared to provide additional information as requested by the Commission.

V. PRAYER FOR RELIEF

PacifiCorp respectfully requests a Commission order:

@) Finding that the proposed transaction to sell a Co-Generation Facilities and
related Transmission Assets to GP Camas will not harm PacifiCorp’s customers and is
consistent with the public interest;

(b) Granting other such relief as the Commission deems necessary and proper.

DATED: April 7, 2015.

Respectfully submitted,

Michelle R. Mishoe, # 07242
Senior Counsel
Pacific Power

10
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CAMAS DEVELOPMENT, CONSTRUCTION,
OPERATION AND STEAM SUPPLY AGREEMENT

Between

PACIFICORP,
an Oregon corporation

. and

JAMES RIVER PAPER COMPANY, INC,
a Virginia corporation

Dated as of January 13, 1993

Cogeneration Facility
Camas, Washington

' J\18638X2\DEVAGMT 10
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CAMAS DEVELOPMENT, CONSTRUCTION,
‘ OPERATION, AND STEAM SUPPLY AGREEMENT

This CAMAS DEVELOPMENT, CONSTRUCTION, OPERATION AND STEAM
SUPPLY AGREEMENT ("Agreement" or "Development Agreement"), dated as of January 13, 1993
is entered into by and between JAMES RIVER PAPER COMPANY, INC,, a Virginia corporation
("James River") and PACIFICORP, an Oregon corporation ("PacifiCorp").

RECITALS
A James River owns and operates a pulp and paper manufacturing facility located
in Camas, Washington (the "Mill").
B. PacifiCorp and James River (through its predecessor-in-interest James River

Corporation of Nevada) have entered into the Supplemental Agreement -- Pulp and Paper Service
("Supplemental Agreement"), dated May 21, 1987 whereby, subject to the terms and conditions of
the Supplemental Agreement, James River agreed to purchase power for the Mill from PacifiCorp.

C. Pursuant to Section 7 and Section 8 of the Supplemental Agreement, the
parties hereto agreed that under certain circumstances electric generation facilities might be
constructed at the Mill, and PacifiCorp was granted a right of first refusal with respect to the
construction and operation of the Facility, which would be developed and constructed under separate
agreement or agreements. This Agreement and the other Project Agreements constitute such

. separate agreements

D. This Agreement and the other Project Agreements will involve the sharing by
the parties hereto of the benefits and burdens of constructing the Project at the Mill. Without
purportmg to be an exhaustwe descrlptnon of the beneﬁts and burdens of the Project, the followmg

steam royalty g
cost to PacifiCorp after payment of develo
output over the term of this Agreement.

' JA18638X2\DEVAGMT. 10



E. The parties hereto wish to memorialize herein their agreements with respect
to the design, construction, financing, other developmental aspects, ownership, and operation of, the
Project, and the supply of steam.

ARTICLE 1. DEFINITIONS: INTERPRETATION

Except as otherwise defined herein, capitalized terms have the meanings given in

Exhibit A. The Rules of Interpretation attached to such Exhibit A shall be applicable to this

Agreement and the other Project Agreements.

ARTICLE 2. CONDITIONS PRECEDENT

The Closing is conditioned on satisfaction of each of the following conditions:

(a) Delivery to each party of a secretary’s certificate of the other party, certitying as
to (i) corporate resolutions or other authorizations, (ii) incumbency of officers authorized by such
resolutions or authorizations to bind the company, (iii) the good standing and tax status of such party,
and (iv) the currency of articles of incorporation or certificate of incorporation and bylaws of such
company, which shall be attached to such secretary’s certificate.

(b) All of the Project Agreements shall have been executed and delivered by the
parties thereto.

(c) Each party shall have delivered to the other an opinion of counsel in such form
and containing such substance as shall be reasonably acceptable to the other party.

(d) Each party shall have obtained such internal approvals as it shall deem necessary
to proceed.

(e) The parties shall each have agreed (as evidenced by their respective
consummation of the Closing) that all Permits which it considers necessary or appropriate as a
condition to performance of its obligations hereunder and under the other Project Agreements have
been obtained, or will be obtained in due course.

ARTICLE 3. GENERAL PROVISIONS

pon mutual agreem
d the other Project Agreements may be extended for a period of

e, J‘Ee parties shall in good talt commence discussions with a view toward

Extened“Term, if applicabl

JA\18638X2ADEVAGMT. 10 2




establishing a new agreement which will permit the parties to share the benefits of the Facility going

‘ forward.

3.3 Post-Completion Facility Enhancements. Either party may suggest enhancements to the

Facility after it has achieved Commercial Operation, including additions to the spare parts inventory.
Subject to the consent of the other party, such improvements or enhancements shall be constructed
or effectuated, and the expense thereof shall be borne by such party as shall be agreed by the parties.

3.4 Obligation to Perform. Subject to cure periods as provided herein, each party’s obligation
to perform work and services under this Agreement and the other Project Agreements and to make
monetary payments is subject to the other party’s continuing performance of its obligation hereunder
and under the other Project Agreements.

3.5 Project Managers. Each of James River and PacifiCorp shall appoint a qualified
individual ("Project Manager") who, or whose delegate, shall be available 365 days per year, to act
as liaison between PacifiCorp and James River, respectively, and who shall be charged with
overseeing the development, construction and operation of the Project on behalf of his principal.

‘ The Project Managers shall have the authority to act on behalf of their respective principals in
connection with the Project. James River and PacifiCorp may change the Project Managers by
providing written notice to the other party in accordance with the terms of Section 14.6. The parties
may appoint different Project Managers for the construction and operation phases, provided that if
two Project Managers of a party serve concurrently the other party may rely on statements made by
either notwithstanding the subject matter of the statement.

3.6 Recordkeeping.

(a) PacifiCorp shall maintain and preserve for a period of at least five (5) years
complete and accurate records of all data and information reflecting the amount of Electricity
produced in each Contract Year during the term hereof, necessary to calculate the payments of
royalties as provided in this Agreement, including invoices, receipts, charts, printouts and Other
materials and documents, and otherwise relating to the Project.

(b) James River shall maintain and preserve for a period of at least five (5) years all
books of account and other records for the Project, including records relating to the costs of

construction and construction advances, vouchers, statements, receipted bills and-invoicesand—alt————

other records covering all collections (if any), disbursements and other data in connection with the
Project. All books of account kept by James River shall be in accordance with FERC’s Uniform
System of Accounts, provided that PacifiCorp offers James River sufficient assistance in establishing
and maintaining appropriate systems to achieve compliance with this requirement.
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(c) The Operating Committee and any ad hoc committees shall each keep written
minutes, and records of all meetings and all actions, agreements or determinations made by any such
committee shall be reduced to writing and shall be signed by a representative of each party on said
committee or an authorized alternate.

(d) The parties hereto shall make all records retained in accordance with this
Section 3.6 available for inspection by the other party or its representatives upon reasonable advance
notice and shall not dispose of or destroy any such records without giving the other party a
reasonable opportunity to take and keep such records.

(e) All books and records prepared or maintained by James River in connection with
the Project shall be kept at the Mill and all books and records prepared or maintained by PacifiCorp
in connection with the Project shall be kept by PacifiCorp in an accessible location or locations.

3.7 Ownership and Disclosure. All drawings, plans, specifications, books, records, contracts,
agreements and all other documents and writings generated or developed in connection with the
Facility shall be the joint property of PacifiCorp and James River. PacifiCorp agrees, for itself, its
employees, partners, agents, successors and assigns to hold in confidence and not to use or disclose
to others any such information or other confidential or proprietary information of James River
heretofore or hereafter disclosed to PacifiCorp or any such Persons, including any data, information,
. plans, programs, plants, processes, equipment, costs, operations, tenants or customers which may come
within the knowledge of PacifiCorp or any such Persons in connection with the Project except in
accordance with the provisions of the Confidentiality Agreement attached hereto as Exhibit G.

3.8 Audits. Each party reserves the right to perform audits of financial records and
operations of the other party relating to the Facility. Each party shall allow reasonable access to such
records and all related reports and supporting documentation. From time to time requirements of
federal or state tax and regulatory agencies of a party may necessitate access to records of the other
party; such access shall not be denied unreasonably. '

3.9 Licenses. James River shall, at its own expense, qualify to do business and obtain and
maintain such licenses as may be required for the performance by James River of its services
hereunder. PacifiCorp shall, at its own expense, qualify to do business and obtain and maintain any
licenses required for performance by PacifiCorp of its obligations under any Project Agreement or
Construction Contract to which it is a party.

3.10 Compliance with Law. Except as herein otherwise specifically provided, each partyshall,
at its own cost and expense, obey and comply with all Applicable Laws, as they may pertain to the
performance of such party under this Agreement. In particular, during development and construction
of the Project, the parties shall comply with all Applicable Laws governing wages, hours,
desegregation, employment discrimination, and health and safety, and with all equal opportunity laws
and regulations, including without limitation the following:

Executive Order No. 11246 and 41 C.F.R. § 60-1.4 (Employment Discrimination)

Executive Order No. 11701 and 41 C.F.R. § 60-250.4 (Employment of Veterans)
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Executive Order Nos. 11625 and 12138 and 41 C.F.R. Part 1-1 (Utilization of Minority and
Women-Owned Businesses)

Executive Order No.11758 and 41 C.F.R. § 60-741.4 (Employment of Handicapped
Individuals)

Age Discrimination in Employment Act of 1967, as amended.

3.11 Premises Regulations. All pertinent regulations and rules which may be in effect at the
Premises and the Mill regarding employment, passes, badges, and proper conduct on the property
shall be observed by PacifiCorp, PacifiCorp’s employees, agents and representatives, James River and
James River’s employees, agents and representatives, and James River’s subcontractors’ employees,
agents and representatives.

3.12 Independent Contractor. James River shall at all times be deemed an independent
contractor and none of its employees or the employees of its subcontractors shall be considered
employees of PacifiCorp.

3.13 Right of First Refusal. James River agrees not to develop and construct the Gas
Turbine Project without first granting PacifiCorp a right of first refusal to develop such project under
separate agreement or agreements on terms substantially similar to those contained herein.

ARTICLE 4. DEVELOPMENT

4.1 Cooperation. During the term of this Agreement and the other Project Agreements,
James River and PacifiCorp shall exercise their reasonable best efforts to further the development,
construction and operation of the Project in accordance with the terms of this Agreement and the
other Project Agreements, including exercising reasonable best efforts to comply with the Project
schedule attached hereto as Exhibit B.

4.2 Permitting. PacifiCorp shall be responsible for applying for, obtaining, maintaining and
causing compliance with all Permits listed on Schedule A ("Schedule A Permits"). James River shall
be responsible for applying for, obtaining, maintaining and causing compliance with all Applicable
Permits other than Schedule A Permits. Regardless of which party is responsible for obtaining any
Permits, the other party shall fully cooperate, including in the provision of financial and other
information, experts and expertise.

ARTICLE 5. CONSTRUCTION

5.1 Construction Management Services. James River shall perform the construction
management services and carry out the responsibilities with respect to the Project as are set forth
herein and such additional duties and responsibilities as are reasonably within the general scope of

such services and responsibilities orare incidental thereto. James River shall perforni the following
specific services:

~ (a) Submit for bids, as appropriate, and negotiate, all Construction Contracts,
" provided that if any Construction Contract has an anticipated value in excess of $500,000, PacifiCorp.
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in addition to the review and consultation allowed pursuant to Section 5.3, shall have the right of
approval of such Construction Contract;

(b) Negotiate, review and approve all designs, drawings, plans and specifications
for the Project;

(©) In cooperation with PacifiCorp, establish and implement appropriate adminis-
trative and financial systems and controls for the design, development, procurement and construction
of the Project, including:

(1) coordination and administration of architects, engineers, Contractors
and consultants employed in connection with the design, development or construction of the
Project;

(i1) administration of all the Construction Contracts, including all payments
to Contractors, architects, engineers and consultants;

(iii) scheduling and conducting preconstruction, construction and progress
conferences with architects, engineers, Contractors and consultants;

(iv) selection of architects, engineers, consultants, Contractors, subcontractors
and suppliers; A

(v) as between the parties hereto and Contractors, approval of any Change
Orders to any Construction Contracts;

(vi) enforcing the rights and all surety, performance, payment or similar bonds
obtained in connection with the Project;

(vii) enforcing all rights and remedies under the Construction Contracts; and

(viii) filing any notices of completion required or permitted to be filed upon
the completion of the Project or any part thereof and taking such action as may be required
to obtain any certificates of completion or occupancy, authority to operate or equivalent
documents required to permit the operation of the Facility.

(d) Develop a schedule for, and monitor and inspect the progress of construction
of, the Project, including verification of the materials and labor being furnished to and on such
construction and that the construction is being carried out substantially in accordance with the
designs, drawings, plans and specifications;

(e) Hire and retain such personnel as may be required to properly perform James

River’s functions hereunder. The compensation, retention and performance of employees hired by
James River shall be controlled exclusively by James River;
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(H Monitor compliance by all Contractors with all Applicable Laws relating to
construction of the Project or to occupational health and safety and review the job safety programs
developed by each of the Contractors;

(g) Maintain complete books and records of the development and construction
of the Project, including copies of all Construction Contracts, change orders, drawings, plans,
specifications, handbooks, manuals, accounting records, bills, invoices and other records and data as
may be necessary to carry out James River’s functions hereunder;

(h) Use all reasonable efforts to accomplish the timely Commercial Operation of
the Facility in accordance with the approved Project Budget, plans and specifications and time
schedules for Commercial Operation;

(i) Use all reasonable diligence to enforce each Contractor’s obligations under
its respective Construction Contract and compliance with the terms and conditions thereof;

() Determine, in cooperation with PacifiCorp, appropriate disposition of the
contingency funds in the Project Budget;

(k) Review, approve or disapprove and administer all requests for payment by any
architect, engineer, Contractor or consultant; and

¢)) Direct, administer and verify the results of all performance tests under all
applicable Construction Contracts.

5.2 Responsibility for Design and Engineering. The design and engineering of the Project
and the final drawings, plans, specifications and scope of work for the Construction Contracts shall

be developed by the Primary Project Engineers, unless the parties otherwise agree. The design of
the Project and the drawings, plans, specifications and scope of work therefor shall be subject to the
review and approval of James River and PacifiCorp. The design of the Facility shall be such that it
will accommodate the Gas Turbine Project and any additional facilities to operate the steam turbine
generator as a condensing unit, on a conceptual basis with a minimum of design changes,
modifications to the Facility, or added expense. The design of the Improvements and the drawings,
plans, specifications and scope of work therefor shall be subject to the review and approval of James
River only.

5.3 Consultation; Delegation of Responsibility.

(a) James River’s Project Manager shall meet with PacifiCorp’s Project Manager
from time to time during design and construction of the Project to review and consult with
PacifiCorp’s Project Manager as to the material aspects of James River’s services to be performed
hereunder, including as to the design, plans and specifications for the Project, the state of

recommendations by James River or PacifiCorp in connection with the Project, including Change
Orders. To the extent that any of the duties undertaken by James River hereunder would othe rwise
be the responsibility of PacifiCorp as the owner of the Facility, PacifiCorp delegates responsibility
therefor and full authority to act and to bind PacifiCorp with respect thereto, to James River.
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(b) In the event that James River has given PacifiCorp adequate opportunity to
offer its comments upon or approval of any matter of design, engineering or construction of the
Facility upon which PacifiCorp is entitled by this Agreement to comment or approve, and PacifiCorp
has failed to timely respond such that James River’s ability to maintain the Project’s construction
schedule is jeopardized, in James River’s judgment, then James River may immediately proceed with
such matter in such manner as James River deems appropriate.

5.4 Budget. A budget ("Project Budget") for the development, design and construction of
the Project is attached hereto as Exhibit C. PacifiCorp shall not be required to pay, or incur any
costs or expenses for, the design, development, procurement of equipment and materials,
construction, interest during construction, repair, testing, modification, alteration or adjustment of the
Project except (i) those costs and expenses which are shown on the Project Budget (including by way
of contingency) and (ii) additional costs and expenses incurred as a result of Change Orders as
provided in Section 5.6(a). PacifiCorp shall timely pay, make sufficient funds available to pay, or
cause to be paid, the amounts described in clauses (i) and (ii) of the

nerality of the preceding sentence, in the event that James River determines in its reasonable
discretion that the expenditure of additional funds (whether from a contingency account under the
Project Budget or otherwise) to repair, test, alter, adjust or improve the performance of the Facility
would not be cost effective, no additional funds shall be expended therefor. If either party incurs
costs in excess of the budgeted amount allocated therefor in the Project Budget under "Development
Costs", such excess amounts shall be for the account of such party.

5.5 Adjusted Budget. James River shall periodically update and revise the Project Budget
to reflect approved Change Orders.

5.6 Change Orders: Royalty Calculations.

(a) No Change Order in excess of $100,000 individually or $2,000,000 in the aggregate
relating to the Facility or Improvements, shall be implemented without approval of James River and
PacifiCorp, through their respective Project Managers; Change Orders less than or equal to such
amounts may be approved by James River alone so long as the aggregate Change Orders to such date
do not exceed $2,000,000. PacifiCorp and James River shall endeavor to reach agreement upon
Change Orders within ten (10) days after the receipt of a Change Order request, including the nature
thereof as described in Section 5.6(b). If agreement is not reached within such period, the matter
shall be submitted to the dispute resolution procedures described in Section 14.2.

(b) Upon Commercial Operation, the Project Budget (as amended pursuant to

Section 5.5) used for purposes of calculating Royalties during the Term in accordance with Exhibit D

(1) shall'account for Change Orders resuiting from scheduling problems-(including variations-from-the
‘assumptions contained in the initial Project Budget), equipmcnt delivery problems, and cost overruns.
or changes in the design or scope of the Improvements, but (ii) shall be adjusted to exclude Change
Orders resulting from design or scope (but not purely cost) deviations from the P2 Scope and
Estimate or the P3 Scope and Estimate initiated by PacifiCorp and not otherwise reasonably required.
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The parties intend that clauses (i) and (ii) of the previous sentence are intended to encompass all
possible Change Orders. For purposes of this Section 5.6(b), PacifiCorp’s interest cost during
construction shall be calculated at the rate of 10.5% per annum.

5.7 Mechanic’s Liens. James River shall give or receive all notices required by law with
respect to work or the provision of labor or materials for which a mechanic’s lien or similar lien may
be filed against the Facility and shall post or file such notices and take such other reasonable actions
as may be appropriate under Applicable Law to protect the Facility from mechanic’s liens. In
connection with its monitoring of payments to Contractors, subcontractors and other Persons
hereunder, James River shall use all reasonable efforts to obtain partial and/or conditional releases
of mechanic’s liens from such Contractors, subcontractors and other Persons in connection with such
payments; provided, however, that James River shall not be liable for any failure or inability to obtain
such releases. James River shall notify PacifiCorp of the filing or existence of any mechanic’s liens
and shall use all reasonable efforts to enforce any rights under the Construction Contracts or any
applicable payment or performance bonds to have such mechanic’s liens removed; provided, however,
that James River shall not be liable for any failure or inability to enforce such rights or to have such
mechanic’s lien removed.

ARTICLE 6. OPERATION AND MAINTENANCE

(a) Phase I Operation and Maintenance. During Phase I, James River shall perform

the following tasks and services without compensation or reimbursement except to the extent any
expenditure is included in the Project Budget:

(1) Prepare a plan and schedule for hiring or internally allocating
the Facility work force.
(ii) ~ Hire, or internally allocate, the Facility work force.
(iii) Train the Facility work force.
(iv) Prepare, in cooperation with PacifiCorp, a policy and

procedures manual describing the policies and procedures for operating and maintaining the Facility.
including procedures for establishing a quality assurance program, safety procedures and rules and
standards for employee job-site conduct.

™) Subject to PacifiCorp’s obligations under Section 6.2(h).

———establish-asystemfor maintaining an-inventory of spare-parts, consumables-and-supplies-

(vi) Supply all necessary Ultilities, Waste Water Treatment and
Materials and Supplies.
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(vii) Arrange for the facilities for and provide for the removal and
disposal in accordance with any Applicable Law of any residues produced by the Facility.

(viii) Subject to PacifiCorp’s obligations under Section 6.2, provide
any and all other services reasonably required relating to the start-up, operation or maintenance of
the Facility during Phase I, except for those items which are PacifiCorp’s responsibilities under
Section 6.2.

q
otherwise expressly p j Agreements, James River shall be
responsible for the operation and Maintenance of all components of the Facility and shall perform
all necessary services in connection therewith, including the following services, without compensation q
or reimbursement:
6] Subject to PacifiCorp’s obligations under Section 6.2, start up,
operate, maintain and repair the Facility pursuant to the policy and procedures manual developed
during Phase I, and diligently endeavor to cause the Facility to produce power and energy. <
(i) Maintain an effective work force.
(iii) Provide all necessary Utilities, Waste Water Treatment, and
Materials and Supplies.
(iv) Subject to PacifiCorp’s obligations under Section 6.2(i),

maintain an inventory of spare parts, consumables and supplies, including replacement of spare parts
taken out of inventory with either identical parts or replacement parts of comparable value, or where
practical and economical, refurbish (or have refurbished) spare parts to allow their reuse.

) Implement and regularly update a preventive maintenance ¢
program as part of Routine Maintenance, that meets equipment manufacturers’ specifications.

(vi) Operate the Facility in a clean, safe and efficient manner in
accordance with Prudent Mill Practices and as required by all Applicable Laws.

(vii) Perform and record periodic operational checks and tests of
equipment in accordance with equipment manufacturers’ specifications and Applicable Laws.

(viii) Maintain operating logs, records and reports for proper
operation of the Facility and for technical evaluation thereof as is customary in operation of the Mill.

allow PacifiCorp’s Project Manager-and-any member of the-Operating-Committee-or-his-designated————— |
representative to inspect the same and provide the aforementioned individuals with copies thercol
as may reasonably be required.
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(ix) Maintain current revisions of Facility drawings, instruction
books and operating and maintenance manuals, allow PacifiCorp’s Project Manager or his designees
to inspect the same and provide PacifiCorp’s Project Manager and the Operating Committee with
copies thereof as may reasonably be required.

x) Maintain fire protection and safety equipment constructed as
part of the Facility.

(xi) Recommend Facility modifications and, upon PacifiCorp’s and
the Operating Committee’s review and approval, implement the same.

(xii) Provide Routine Maintenance for the Facility, including, as
appropriate, planning, outage management, technical supervision, labor, tools and equipment, -
inspection reports and recommendations.

(xiii) Enforce all warranties in connection with Routine Maintenance
of the Facility, and assist PacifiCorp in enforcing any warranties in connection with Major
Maintenance of the Facility.

(xiv) Assess the nature and impact of any equipment failure (to the
extent of the capability of James River’s Facility personnel) and review the situation with PacifiCorp
or PacifiCorp’s Project Manager and the Operating Committee and mutually agree on a reasonable
disposition of the matter.

(xv) Assist any insurer in the investigation, adjustment and
settlement of any loss or claim covering the Facility.

(xvi) After consultation with the Operating Committee: Present and
prosecute claims against insurers and indemnitors providing insurance covering the Facilities or
indemnities in respect of any loss of or damage to any property constituting part of the Facility or
liability of any party to third parties covered by any indemnity agreement, and to the extent that any
such loss, damage or liability is not covered by insurance or by any indemnity agreement, present and
prosecute claims therefor against any parties who may be liable therefor. In the event the cost of
repair, replacement or correction of such loss or damage arising out of a single incident or event
exceeds $250,000, James River shall not make any settlement of any claims in respect thereof without
the consent and approval of the Operating Committee.

(xvii) Coordinate the operations of the Facility with the operations
of the Mill, including scheduling the receipt of Steam so that the Facility may be run efficiently and

consistently with James River’s obligation to produce Steam pursuant hereto.

(xviii) Coordinate, as part of the Operating Plan, Major Maintenance

—— and Extraordinary Maintenance, PacifiCorp’s load schedule, and James River’s maintenance of Other

portions of the Mill, including the boilers which will supply Steam to the Facility.

(xix) Except as otherwise provided herein, investigate, adjust, defend
and settle claims against either or both parties arising out of or attributable to work performed
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hereunder, or the past or future performance or nonperformance of the obligations and duties of
either party, under or pursuant to this Agreement, including any claim resulting from death or injury
to persons or damage to property, when said claims are not covered by valid and collectible insurance
carried by either party, and whenever and to the extent reasonable present and prosecute ‘claims
against any third party, including insurers, for any costs, losses and damages incurred in connection
with said claims. The approval of the Operating Committee shall be obtained by James River before
any said claim or combination of said claims against any or all parties arising out of the same
transaction or incident is settled for more than $250,000 uniess the entire amount of the settlement
in excess of $250,000 is recoverable from an insurer.

(xx) Keep PacifiCorp fully and promptly advised of material changes
in conditions or other material developments affecting the performance of work hereunder, and
promptly respond to PacifiCorp’s reasonable requests for information.

(xxi) Provide the Operating Committee with all written statistical and
administrative reports, accounting records, written budgets, information and other records relating
to work to be performed hereunder necessary or useful in the performance of its responsibilities
under this Agreement.

(xxii) Prepare recommendations covering the matters which are to
be reviewed and acted upon by the Operating Committee.

(xxiii) In the event of an Emergency take such action as James River
in its sole discretion may deem prudent or necessary, notwithstanding any practices and procedures
and directions approved and issued by the Operating Committee, to terminate the Emergency, to
preserve and maintain the safety, integrity and operability of the Facility and to maintain to the
maximum extent the availability of power and energy from the Facility.

(xxiv) Maintain all Applicable Permits other than Schedule A Permits.

(xxv) Provide security protection services at the same level as
provided for the Mill.

(20ovi) Provide yard maintenance and snow removal services at the

same level as provided for the Mill.

ifiCorp shall perform and be responsible for the following
tasks and activities, eac orp’s sole expense unless otherwise expressly provided:

(a) Provide all necessary assistance and cooperation to James River in order to
obtain and maintain all Applicable Permits other than Schedule A Permits.

(b) Obtain and maintain in full force and effect all-Schedule A-Permits.——

(c)  From time to time review in conjunction with James River production
schedules and Facility shutdowns and respond thereto no later than ten (10) calendar days after
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receipt by PacifiCorp’s Project Manager of such schedules and shutdowns as proposed by James
River. '

(d) Prepare, with the assistance of James River, any special accounting and
reporting documents that may be required by any Governmental Authority.

(e) Perform all Major Maintenance in accordance with the Operating Plan,
provided that PacifiCorp shall not be required to pay for Major Maintenance caused by the
negligence of James River.

) Respond promptly to requests by James River to comment, when consulted
by James River.

6.3 Establishment of Operating Committee. PacifiCorp and James River shall establish a
committee consisting of PacifiCorp’s Project Manager and James River’s Project Manager and two
other designated employees of each of James River and PacifiCorp ("Operating Committee"). The
Operating Committee may designate ad hoc committees from time to time, which may be constituted
by persons not on the Operating Committee. The Operating Committee shall have the following
responsibilities, among others:

(a) Provide liaison between the parties at the management level.

(b) Exercise general supervision over any ad hoc committees.

(c) Consider and resolve matters referred to it by other committees.

(d) Perform such other functions and duties as may be assigned to it in the Project
Agreements.

(e) Review, discuss and act upon disputes between the parties arising under the

Project Agreements.

(f) ~Provide Haison between "Pacifi’Corpﬁan’d"5'am'es*R1'ver 'WithTeSpeCt“tO?r@gTﬁSSt """""""" T

performance and completion of work performed hereunder and the financial and accounting aspects
thereof.
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(2) Establish the Commercial Operation Date of the Facility subsequent to
construction and successful completion of startup and equipment testing.

(h) Revise the general description of the Facility as circumstances from time to
time warrant.

() Review and approve, modify or otherwise act upon recommendations of James
River concerning the Facility.

) Submit recommendations to PacifiCorp and James River regarding the
following items related to the performance of work hereunder:

(1) The annual capital expenditures budget.

(ii) The planned outages scheduled for maintenance and the manner of
selection of any maintenance contractor for contract maintenance included in the annual operation
and maintenance budget.

(iii) The policies for establishing the spare parts inventory for the Facility
and Materials and Supplies inventory levels.

(iv) The written statistical and administrative reports, written budgets, and
information and other similar records, and the form thereof, to be kept and furnished by James River
(excluding accounting records used internally by James River for the purpose of accumulating
financial and statistical data, such as books of original entry, ledgers, work papers, and source
documents).

(v) The procedures for performance and efficiency testing.
(vi) James River’s analysis of the total expenditures causéd by an Operating
Emergency.
(vii) The Operating Plan.
(viii) The practices and procedures for keeping PacifiCorp and James River

advised of the delivery of power and energy from the Facility and the projected capability of the
Facility from time to time to maintain such deliveries.

(ix) ~ The establishment of procedures for the operation of the Facility
during periods of curtailed operations.

6.4 Further Committee Procedures.

(a) The committees shall have no authority to modify any of the terms, covenants or
conditions of the Project Agreements.
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formulae set forth in Exhibit D ("Royalty Schedule"

(b)  If any ad hoc committee fails to agree while performing the functions and
duties delegated to it by the Operating Committee, then such disagreement shall be referred to the
Operating Committee for determination.

(c) If the Operating Committee fails to reach agreement while performing the
functions and duties assigned to it in this Agreement or in any other Project Agreements, then such
disagreement shall be subject to resolution in accordance with Section 14.2.

(d) Each party shall notify the other party promptly of any change in the
designation of its representatives on the committees. A party may designate an alternate to act as
its representative on any committee in the absence of the regular member or to act on specified
occasions with respect to specified matters. Any alternate representative appearing at a committee
meeting shall be deemed to have authority to act on behalf of the party he represents unless the
committee chairman is furnished with written notice to the contrary.

(e) Any expenses incurred by any member of the Operating Committee or "any
standing or ad hoc committees in connection with his duties on such committee shall be for the
account of the party represented by such member, unless accountability for such expenses is otherwise
provided for herein or in another Project Agreement.

ARTICLE 7. SUPPLY OF STEAM

7.1 Supply of and Payment for Steam.

(a) Supply. Commencing on the Commercial Operation Date (or such earlier date
as the parties shall agree) and continuing throughout the Term of this Agreement, James River shall
deliver and supply to PacifiCorp, and PacifiCorp shall accept from James River, subject to the
limitations contained herein, such quantity of Steam as shall allow the returned steam from the
Facility to supply all of the process steam needs of the Mill.

(b) Royalty/Retail Electricity. Commencing upon startup of the Facility, and
continuing through the Term, PacifiCorp shall pay James River royalties for the steam delivered

pursuant to this Agreement (including deemed delivery pursuant to SCCthﬂ 7.1(c)), as a function of
PacifiCorp’s electric generation output ("Electricity” in accordance with the
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(©) Deemed Delivery. In the event that James River makes Steam Available but

the Facility cannot or does not accept such Steam, such Steam shall be deemed to be delivered for
purposes of calculations contained in the Royalty Schedule unless the failure to take Steam is the
result of (i) a Scheduled Outage, (ii) a Force Majeure event, (iii) an Emergency Outage, (iv) a Mill
outage, (v) a Facility outage, or (vi) James River’s negligence. The electricity deemed produced by
the Steam deemed delivered shall be calculated by utilizing the turbine heat rate which shall be
determined at least annually using procedures approved by the Operating Committee.

by any Authority to approve the prudency of this Agreement and the related
transactions or to allow inclusion of any costs in PacifiCorp’s rate base.

7.2 Steam Return. PacifiCorp shall return the Facility’s low pressure return steam to James
River at the Steam Return Point.

7.3 Supply of Steam Under Abnormal Conditions. From time to time PacifiCorp may notify
James River that it wishes James River to deliver Steam notwithstanding that James River is not
obligated to deliver Steam during the applicable period. In such event, James River will make
reasonable efforts to accommodate such request and the parties shall agree upon equitable
compensation therefor.

7.5 Qutages. James River shall not be obli

ed to supply Steam during Scheduled Outages
of the Mill or one or more
outage affects the ability

Force Majeure Events, Emergency Outages, or an
boilers which will supply Steam to the Facility, to the
of James River to deliver Steam to the Facility.

nt that such boi

3
7.6 Rankine Efficiency. There shall be no change or revision in the Rankine Efficiency of

the Turbine without the mutual written consent of both parties.

7.7 Delivery Points and Title. Unless otherwise agreed upon by the parties, the Steam
Delivery Point and Steam Return Point shall be located at the boundary of the Facility and the Mill,
with the specific point to be as shown on Exhibit E and made a part hereof. Title to and risk of loss
with respect to all Steam shall pass to and rest in PacifiCorp upon such Steam being made Available

to PacifiCorp at the Steam Delivery Point in accordance with the terms of this Agreement.
7.8 Steam Quality. James River shall own, operate and maintain measurement equipment

necessary to permit a reasonably accurate determination of the quantity, temperature, purity and
pressure of Steam delivered, or produced and deemed delivered pursuant to Section 7.1(c), under this
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Agreement. James River shall exercise reasonable care in the maintenance and operation of such
equipment so as to assure to the maximum extent reasonably practicable an accurate determination
of such factors.

7.9 Measurement of Electricity.

(a) For the purposes of billing or reporting under this Agreement, Electricity shall
be measured in kilowatt-hours at a metering point to be agreed by the parties.

(b) PacifiCorp shall install, own, operate and maintain an electric meter
("Electricity Meter") necessary to permit an accurate determination of the quantity of Electricity
produced by the Facility. PacifiCorp shall exercise reasonable care in the maintenance and operation
of such meter so as to assure to the maximum extent reasonably practicable an accurate
determination of such quantities. James River shall install, own, operate and maintain any associated
Electricity metering equipment which is to be located at the Facility and is not functionally a part of
PacifiCorp’s equipment, and James River may, but shall not be required to, own, operate, and
maintain a check meter to verify the results obtained by James River’s Electricity Meter.

(c) In the event PacifiCorp’s Electricity Meter is out of service or registers
inaccurately as set forth in Section 7.9(g), measurement shall be determined by:

(i) any check metering equipment installed by James River, if registering
accurately; :

(ii) in the absence of any accurately registering check metering equipment
installed by James River, if upon a calibration test of PacifiCorp’s Electricity Meter a percentage
error is ascertainable, by a mathematical calculation; or

(iii) in the absence of an accurately registering check metering equipment
installed by James River and an ascertainable percentage of error, estimating by reference to
quantities measured during periods of similar conditions when PacifiCorp’s Electricity Meter was
registering accurately.

(d) The accuracy of PacifiCorp’s Electricity Meter shall be tested and verified by
PacifiCorp at least semi-annually and with an opportunity for James River to observe. If James River
has installed a check meter pursuant to Section 7.9(b), James River’s check meter shall be tested anc
verified by James River at least semi-annually and with an opportunity for PacifiCorp to observe.
The procedures for such testing and verification shall be mutually agreed by PacifiCorp and James
River. In the event that James River notifies PacifiCorp that it desires a test of PacifiCorp’s metering
equipment, PacifiCorp shall cooperate to secure prompt verification of the accuracy of such metering
equipment.

— —(e)—PacifiCorp-shall-bear-the-cost-of the semi-annual-testing-of-its-meters;—and——— -
James River shall bear the cost of the semi-annually testing of its check meter, if installed. In the
event that James River requests a testing of PacifiCorp’s Electricity Meter, James River shall bear
the cost of the testing.
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€3] If, upon testing, PacifiCorp’s Electricity Meter is found to be accurate or to
be in error by not more than plus or minus two percent (2%), previous recordings of such meter shall
be considered accurate in computing Electricity produced by the Facility hereunder, but such meter
shall be promptly adjusted to record correctly. If, upon testing, PacifiCorp’s Electricity Meter shall
be found to be inaccurate by an amount exceeding plus or minus two percent (2%), then such meter
shall be promptly adjusted to record properly and any previous recordings by such meter shall be
corrected to zero error. If no reliable information exists as to the period over which such meter
registered inaccurately, it shall be assumed for correction purposes hereunder that such inaccuracy
began at a point in time midway between the testing date and the last previous date on which such
meter was tested and found to be accurate.

(g) If, upon testing, PacifiCorp’s Electricity Meter is found to be in error by more
than plus or minus two percent (2%), the royalty payments on Electricity made since the previous
test of such Electricity Meter shall be adjusted to reflect the corrected measurements determined
pursuant to Section 7.9(c). If the difference of the payments for the Electricity actually made by
PacifiCorp minus the adjusted payment is a negative number, that difference shall be paid by James
River tc PacifiCorp, and if the difference is a positive number, the difference shall be paid by
PacifiCorp to James River, provided that in either case, such payment shall be made in the
immediately succeeding billing cycle in accordance with Article 11.

(h) James River shall have the right to be present whenever PacifiCorp reads,
cleans, changes, repairs, inspects, tests, calibrates, or adjusts the Electricity Meter used in measuring
or checking the amount of Electricity delivered hereunder. PacifiCorp shall give timely notice to
James River in advance of taking any of such actions.

(1) The records from PacifiCorp’s Electricity Meter shall be the joint property of
PacifiCorp and James River. Such records shall be kept by PacifiCorp in accordance with
Section 3.6(a).

ARTICLE 8. INDEMNITY/LIMITATIONS OF LIABILITY

8.1 Degree of Care. James River, in performing its duties hereunder, shall exercise the
degree of care of a reasonably prudent construction manager and operator, but beyond such degree
of care shall not be responsible for construction means, methods, techniques, sequences and
procedures employed by Contractors or subcontractors in the performance of the Construction
Contracts or subcontracts or be liable for design, drawings, plans and specifications or the accuracy
or completeness thereof, and beyond such degree of care shall not be responsible for the failure of
any architect, engineer, consultant, Contractor or subcontractor to carry out any work in accordance
with the applicable Construction Contract or other agreement or in accordance with Applicable Laws.
To the extent of PacifiCorp’s involvement in the construction, operation and maintenance of the
Facility, PacifiCorp shall exercise a reasonably prudent degree of care.

8.2 Indemnity.

(a) James River hereby agrees to indemnify, defend and hold harmless PacifiCorp.

its officers, directors, and employees (PacifiCorp’s "Indemnified Persons"), from and against any and
all claims, demands, losses, liabilities, actions, lawsuits and other proceedings, judgments and awards.
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and costs and expenses (including reasonable attorneys’ fees) arising directly or indirectly, in whole
or in part, out of the negligence of James River, or any of its officers, directors, agents or employees,
in connection with this Agreement or James River’s services or work hereunder, whether within or
beyond the scope of its duties or authority hereunder.

(b) PacifiCorp hereby agrees to indemnify, defend and hold harmless James River,
its officers, directors and employees (James River’s "Indemnified Persons"), from and against any and
all claims, demands, losses, liabilities, actions, lawsuits and other proceedings, judgments and awards,
and costs and expenses (including reasonable attorneys’ fees) arising directly or indirectly, in whole
or in part, out of the negligence of PacifiCorp, or any of its officers, directors, agents or employees,
in connection with this Agreement or PacifiCorp’s actions hereunder, whether within or beyond the
scope of its duties or authority hereunder.

(c) In the event that any claims, demands, losses, liabilities, actions, lawsuits and
other proceedings, judgment and awards, and costs and expenses (including reasonable attorneys’
fees) arise, directly or indirectly, in whole or in part, out of the joint or concurrent negligence of
PacifiCorp and James River, or their respective officers, directors, agents or employees, each party’s
liability therefor shall be limited to such party’s proportionate degree of fault.

83 Toxic Wastes and Hazardous Materials.

(a) Neither PacifiCorp nor James River shall store, use, release or dispose, or
permit or acquiesce in the storage, use, release or disposal on the Premises of any Hazardous
Materials in violation of any Applicable Law or in any manner or amount which would materially
impair the value of such property. In the event of any such storage, use, release or disposal,
PacifiCorp or James River (as the case may be) shall, at the direction of any Governmental Authority,
remove any such Hazardous Materials, or otherwise comply with the regulations or orders of such
authority, all at the expense of the party storing, using, releasing or disposing of such Hazardous
Materials. If there has been a change in the condition of such property or the laws, rules or
regulation pertaining to the health or the environment affecting such property so that the value of
such property has been materially impaired, and if the party obligated hereunder to remove such
Hazardous Materials or otherwise comply with the applicable regulations shall fail to proceed with
such removal or otherwise comply with such regulations or orders within the cure period permitted
under the Applicable Law or if the Applicable Law does not specify a cure period, within such
reasonable cure period as requested by the non-complying party and consented to by the complying
party, the complying party may declare the non-complying party to be in default under this
Agreement or may, but shall not be obligated to, do whatever is reasonably necessary to eliminate
such Hazardous Materials from such property or otherwise comply with the applicable regulation or
order, and the cost thereof shall become immediately due and payable upon notice and with interest
thereon at the Default Rate. Each party shall give to the other and its agents and employees access
to its respective property for such purposes and hereby specifically grants to the other party a license
effective upon expiration of the applicable cure period to remove the Hazardous Materials or

otherwise comply with applicable regulations. Each party shall indemnify the other party and hold
the other party harmless from and against all loss, damage, expense, liability and response costs
(including attorney’s fees and costs incurred in the investigation, defense and settlement of claims)
that the other party may incur as a result of or in connection with the assertion against the other ol
any claim relating to the wrongtul use, misuse, release or discharge of any Hazardous Materials by
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such indemnifying party or the failure to comply with any federal, state, or local laws, rules,
regulations or orders relating thereto, except to the extent such loss, damage or expense arises out
of the negligence of the otherwise indemnified party.

(b) Each party shall promptly notify the other in writing of any order or pending
action by any Governmental Authority, or any claims made by any third party, relating to Hazardous
Materials on, or emanations from, its respective property, and shall promptly furnish the other with
copies of any correspondence or legal pleadings in connection therewith. Each party shall have the
right, but shall not be obligated under this Agreement, to notify any Governmental Authority of any
state of facts which may come to its attention with respect to Hazardous Materials on or emanating
from the other party’s respective property; provided, however, that prior to any governmental
notification, the notifying party shall inform the other party of the intent to notify the Governmental
Authority and shall provide such other party with a reasonable opportunity to cure in accordance with
any applicable regulations or orders relating thereto.

(©) James River shall promptly remediate any release of Hazardous Materials on
the Premises to the extent James River is responsible for such emission, as required by Applicable
Law, unless such release was caused by PacifiCorp, in which event PacifiCorp shall remediate such
release in accordance with Applicable Law.

(d) The liability of each party to the other under the covenants of this Section to
indemnify the other party or as to their obligation to clean up Hazardous Materials is not limited by
any exculpatory provision in this Article 8 and shall survive the termination of this Agreement.

8.4 Limitation of Liability/Enforcement. ‘

(a) Notwithstanding any other provision of this Agreement (except Section 8.5)
or any other Project Agreement or the failure of essential purposes of any remedies set forth in the
Agreement, each party shall only be liable for direct damages as a result of a breach or default by
such party hereunder. In no event shall either party (or their officers, directors, employees or agents)
be liable, whether under contract, tort (including negligence), strict liability, or any other cause of or
form of action whatsoever, for claims of customers, cost of money, loss of use of capital or revenue
or any other incidental, special or consequential loss or damage of any nature arising at any time or
from any cause whatsoever, or for punitive or exemplary damages.

(b) Except for any judgment debt for damage resulting from gross negligence or
willful misconduct and except to the extent any judgment debt is collectible from valid insurance
covering the Facility or the parties, and subject to the provisions of Section 8.4(c), Section 8.5 and
Section 8.7, each party hereby extends to the other party and its directors, members of its governing
bodies, officers, employees, agents, or any Person whose liability would be derived from any such
Person ("Persons Potentially Liable"), its covenant not to execute, levy or otherwise enforce a

—— judgment-obtained against any of them, including recording or effecting a judgment lien, for any

direct, indirect or consequential loss, damage, claim, cost, charge or expense, whether or not resulting
from the negligence of such Persons Potentially Liable or any person or entity whose action or
inaction would be imputed to such Persons Potentially Liable, from the performance or
nonperformance of the obligations of a party under the Project Agreements, or based on ownership
or control of the Facility, other than the obligation to pay any monies which have become due.

JA18638X2\DEVAGMT. 10 20




(©) In the event any insurer providing insurance covering the Facility or the parties
refuses to pay any judgment obtained by a party against the other party or its related Indemnified
Persons, on account of liability referred to in Section 8.4(b), the party against or through whom the
judgment is obtained shall, at the request of the prevailing party and in consideration of the covenant
given in Section 8.4(b), execute such documents as may be necessary to effect an assignment of its
contractual rights against the nonpaying insurer and thereby give the prevailing party the opportunity
to enforce its judgment directly against such insurer. In no event when a judgment debt is collectible
from valid insurance shall the party obtaining the judgment execute, levy or otherwise enforce the
judgment (including recording or effecting a judgment lien) against the party or its related Persons
Potentially Liable against whom the judgment was obtained.

8.5 Claims by Electric Customers. Notwithstanding any other provision of this Agreement
or the other Project Agreements, a party whose electric customer shall have a claim or bring an
action against any other party for any death, injury, loss or damage arising out of or in connection
with electric service to such customer and caused by the operation or failure of operation of the
Facility or any portion thereof, shall indemnify and hold harmless such other party and its related
Indemnified Persons from and against any liability for such death, injury, loss or damage.

8.6 Limitation of Liability for Other Party’s Debts. Notwithstanding anything to the contrary
contained herein, (a) James River shall have no liability whatsoever with respect to, and no lien shall
be placed on James River’s assets in connection with, the obligations of PacifiCorp under any contract
between PacifiCorp and any other Person, and (b) PacifiCorp shall have no liability whatsoever with
respect to, and no lien shall be placed on PacifiCorp’s assets in connection with, the obligations of
James River under its financing agreements or other contracts between James River and any other
Person.

8.7 No Release of Insurers. The provisions of this Article 8 shall not be construed so as to
relieve any insurer of its obligation to pay any insurance proceeds in accordance with the terms and
conditions of valid and collectible insurance policies.

8.8 Disclaimer of Warranties. EXCEPT AS SPECIFICALLY PROVIDED IN THIS
AGREEMENT, JAMES RIVER MAKES NO WARRANTIES WITH RESPECT TO THE WORK
OR SERVICES PERFORMED OR GOODS, MATERIALS (INCLUDING FUEL AND WATER)
OR OTHER ITEMS SUPPLIED HEREUNDER, EXPRESS OR IMPLIED, INCLUDING
IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR ANY PURPOSE.

8.9 Survival of Indemnities. The provisions of this Article 8 shall survive the expiration of
this Agreement or any earlier termination thereof.

ARTICLE 9. FORCE MAJEURE

9.1 Force Majeure Generally. Neither James River nor PacifiCorp in their respective

capacities as parties to the Project Agreements, shall be liable in damages or otherwise to the Other.
or be considered in default hereof, as a result of any act, omission or circumstance occasioned by any
acts of God, acts of the public enemy, wars, blockades, insurrections, riots, epidemics, landslides.
lightning, earthquakes, volcanos, fires, storms, floods, disasters, civil disturbances, explosions, sabotage,
the binding order of any Governmental Authority which has been resisted in good faith by all
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reasonable legal means, changes after the date hereof in federal, state or local laws, shortages of labor
or materials, strikes or other labor disputes which exceed three (3) months in duration, breakdowns
of equipment not due to the negligence or greater fault of the party asserting that such breakdown
falls within the scope hereof, or other event or circumstances not within the control of such party
which prevent such party from performing its obligations hereunder or under any other Project
Agreement ("Force Majeure Event"). "Force Majeure Event" shall expressly exclude (i) a party’s
financial inability to perform (ii) the negligence or greater fault or breach of this Agreement or any
other Project Agreement by the party claiming suspension.

9.2 Events Deemed Not Force Majeure. Force Majeure Events shall not relieve James River
or PacifiCorp in their respective capacities as parties to the Project Agreements of liability in the
event of their concurrent negligence or in the event of their failure to use due diligence to remedy
the situation and to remove the cause in an adequate manner and with all reasonable dispatch, nor
shall Force Majeure Events relieve either party of liability unless such party shall give notice and full
particulars of the same in writing to the other party within twenty (20) days of the time when an
event or occurrence is, or becomes, a Force Majeure Event.

9.3 Time Limitation on Force Majeure. Should any Force Majeure Event remain in
existence for a period of six (6) months, this Agreement and the other Project Agreements may be
terminated by the party not claiming suspension of its obligation of performance under such Force
Majeure Event, upon the giving of written notice by such party to the other; provided, however, that
if there is a reasonable probability that such Force Majeure Event can be remedied and terminated,
such six (6) month period shall be extended for not more than an additional six (6) months so long
as throughout such additional six (6) month period the party claiming suspension of the obligation
of performance due to the Force Majeure Event has diligently proceeded to remedy and terminate
the Force Majeure Event and continues to do so throughout such extension.

9.4 Force Majeure Extension of Term. If this Agreement is not terminated as provided in
Section 9.3, the Term may, at the option of the party not claiming suspension of its obligation of
performance under a Force Majeure Event, be extended by the period of time during which any such
Force Majeure Event in excess of one day prevents the other party from performing its obligations
hereunder by extending the duration of the Contract Year during which the Force Majeure Event
commenced for purposes of all calculations performed pursuant to Exhibit D other than the "Ceiling"
and "Floor" figures referred to in Exhibit D, Schedule D-3, which shall not be shifted.

ARTICLE 10. INSURANCE

10.1 Coverage. Except as otherwise provided in this Article 10, the parties shall maintain
such insurance coverage, or self-insurance (except for statutorily mandated insurance), as they deem
prudent based on their respective historical practices, given the incremental risks resulting from the
Project.

10.2 Builder’s Risk Insurance.
(a) PacifiCorp shall arrange for the primary insurance for the Project while under

construction under an all-risk, broad form policy, ‘covering the interests of, PacifiCorp, the prime
" contractor, the Primary Project Engineers, major subcontractors and suppliers, and James River, as
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they may appear, for loss of or damage to property which will be incorporated into the Project. Such
insurance shall remain in effect during installation of the Project and during preoperational testing
of the Project and until five (5) days after the Commercial Operation Date.

(b) The policy described above shall (i) be primary, without right of contribution from
any other insurance which may be carried by a party, (ii) name PacifiCorp, the prime contractor, the
Primary Project Engineers, major subcontractors and suppliers and James River as additional insureds
with respect to activities performed under this Agreement and the other Project Agreements,
(iii) cover the full replacement cost of the Project, (iv) have such level of deductible as the parties
shall agree, (v) include coverage for earthquake, flood, collapse, sinkhole and subsidence, and
(vi) include transit and offsite coverage commencing at point of shipment, including coastal and inland
waterways (and ocean, if appropriate).

(c) Neither party shall intentionally perform any act that would invalidate the policy
required hereby, or increase the premiums payable under such policy. Should PacifiCorp at any time
neglect or refuse to provide any insurance required hereunder, or should any insurance be cancelled,
James River shall have the right, but not the obligation, to procure insurance with premiums,
including claim payments and defense costs associated with the loss of such coverage, and shall be
reimbursed by PacifiCorp for all costs and fees paid on behalf of PacifiCorp.

(d) The policy required hereby shall have a provision mutually waiving rights of
subrogation by the insurer against the parties hereto.

10.3 Insurance Proceeds and Warranties. In connection with its construction management,
operation, Maintenance and other services hereunder, James River is authorized by PacifiCorp to
make, administer, settle and adjust all insurance and warranty claims, provided that prior to making
any material decision with respect to any claim of value in excess of the amount of the deductible
applicable to such insurance claim, or, in the case of a warranty claim, $50,000, James River will
consuit with PacifiCorp. Proceeds of insurance and warranty claims shall be applied to remedy the
problem for which the claim was made, or paid to the party or parties as their interests may appear.

ARTICLE 11. COMMERCIAL TERMS

11.1 Royalty Statements. On or before the tenth day of each Month, PacifiCorp shall deliver
to James River a statement in substantially the form of Exhibit F, showing the total electricity
generated by the Facility in the preceding Month for which PacifiCorp is obligated to make payment
pursuant to Section 11.3, and showing the calculation of royalties deriving therefrom. In the event
that Section 7.1(c) applies, PacifiCorp shall, within such ten day period request of James River, and
James River shall provide, a statement describing the times during the previous month during which
Steam was Available but not accepted by the Facility, and the calculation of payment for such
availability, as provided in the Royalty Schedule, shall be included in PacifiCorp’s statement.

11.2 Meter Reading. For purposes of this Article 11, PacifiCorp shall read its Electricity
Meter at the end of each calendar month and shall deliver to James River by the tenth business dav
of each month following the month for which the reading was taken a statement showing the amount
of Electricity produced by the Facility hereunder.
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3 Payment. PacifiCorp shall pay to James River the royalty payment due as set forth in
the statement provided by PacifiCorp to James River pursuant to Section 11.1, and such payment
shall be made on or before the last day of the month in which such statement is delivered. Any
payment not so made (unless subject to a good faith dispute) shall bear interest from the date on
which payment was required to be made to the date such payment is actually received by James
River, and such interest shall accrue at an annual rate equal to the lesser of (1) the Default Rate,
or (ii) the maximum rate permitted under the laws of the State of Washington. If James River in
good faith disputes a statement prepared by PacifiCorp, PacifiCorp shall pay the full amount indicated
by its statement, and the disputed additional sum shall be submitted to dispute resolution under
Section 14.2 within ten days of when said sum would otherwise have been payable hereunder, and
any payment determined to be due pursuant to said dispute resolution shall bear interest at an annual
rate equal to the Prime Rate from the date on which said paymcnt otherwise would hayé been
payable hereunder to the date such payment is actually received by James River.

11.4 Taxes.

(a) 1
all taxes of a similar natute uﬁposed for the first time subsequent to the execution of this Agreement:
(i) all business and occupation taxes relating to the Facility, (ii) the public utility tax imposed upon
the generation or sgle of electricity by PacifiCorp to James River from the Facility, (iii) all taxes *,
based upon royaltl@”' pald by PacifiCorp to James River hereunder, (iv) taxes based upon James ©

~ River’s gross or net income, (v) all business and franchise taxes imposed upon James River, (vi) fuel
~ taxes as provided in Section 7.4,-and (vii) any other excise taxes resulting from James River’s

operation and maintenance duties hereunder.

(b) | PacifiCorp shall pay or shall reimburse James River for the following taxes and
all taxes of a similar nature imposed for the first time subsequent to the execution of this Agreement:
(i) all real and pers al property or other annual ad valorem taxes on the Facility or the Premises,
(ii) all taxes based upon the electrical output of the Facnhty, other than the taxes described in
Section 11.4(a), (iii) taxes based upon PacifiCorp’s gross or net income, (iv) all business and franchise

. taxes 1mposed upon PacifiCorp, and (v) any other excise taxes resulting from PacifiCorp’s

mamtenanc@ duties hereunder.

() The parties contemplate that all taxes imposed upon the purchase and
ruction of the Project are included in the Project Budget.

ARTICLE 12. REPRESENTATIONS AND WARRANTIES

12.1 Representations and Warranties of James River. James River makes the following
representations and warranties to PacifiCorp, all of which shall survive the Effective Date:

(a) Organization. James River is a corporation duly organized and validly existing

under the laws of the state of Virginia and is in good standing under the laws of €ach state for which
it is required to be in good standing in connection with the transactions contemplated by the Project
Agreements, and has the full power and authority to carry on its business as now conducted, to own

‘or hold under lease its properties and to enter into and perform its obligations under each Project

Agreement to which it is a party.
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(b) Authorization; No Conflict. James River has duly authorized, executed and
delivered each Project Agreement to which it is a party and neither James River’s execution and
delivery thereof nor its consummation of the transactions contemplated thereby nor its compliance
with the terms thereof (i) does or will contravene its articles of incorporation or bylaws or any other
Law applicable to or binding on James River or any of its properties, (ii) does or will contravene or
result in any breach of or constitute any default under, or result in or require the creation of any lien
upon any of its property under, any agreement or instrument to which it is a party or by which it or
any of its properties may be bound or affected or (iii) does or will require the consent or approval
of any Person which has not already been obtained.

(c) Enforceability. Each Project Agreement to which James River is a party is a legal,
valid and binding obligation of James River, enforceable against James River in accordance with its
terms, except to the extent that enforceability may be limited by applicable bankruptcy, insolvency,
moratorium, reorganization or other similar laws.

122 Representations and Warranties of PacifiCorp. PacifiCorp makes the following
representations and warranties to James River, all of which shall survive the Effective Date:

(a) Organization. PacifiCorp is a corporation duly organized and validly existing
under the laws of the state of Oregon and is in good standing under the laws of each state for which
it is required to be in good standing in connection with the transactions contemplated by the Project
Agreements, and has the full power and authority to carry on its business as now conducted, to own
or hold under lease its properties and to enter into and perform its obligations under each Project
Agreement to which it is a party.

(b) Authorization; No Conflict. PacifiCorp has duly authorized, executed and
delivered each Project Agreement to which it is a party and neither PacifiCorp’s execution and
delivery thereof nor its consummation of the transactions contemplated thereby nor its compliance
with the terms thereof (i) does or will contravene its articles of incorporation or bylaws or any other
Law applicable to or binding on PacifiCorp or any of its properties, (ii) does or will contravene or
result in any breach of or constitute any default under, or result in or require the creation of any lien
upon any of its property under, any agreement or instrument to which it is a party or by which it or
any of its properties may be bound or affected or (iii) does or will require the consent or approval
of any Person which has not already been obtained.

(c) Enforceability. Each Project Agreement to which PacifiCorp is a party is a legal,
valid and binding obligation of PacifiCorp, enforceable against PacifiCorp in accordance with its
terms, except to the extent that enforceability may be limited by applicable bankruptcy, insolvency,
moratorium, reorganization or other similar laws.

ARTICLE 13. EVENTS OF DEFAULT

————13:1Events-of Default.Subject-to-Article 9, the following-events-shall-be-deemedto-be
events of default ("Events of Default") under this Agreement and under each of the other Project
Agreements, regardless of the pendency of any bankruptcy, reorganization, receivership, insolvency
or other proceeding which have or might have the effect of preventing the defaulting party trom

-complying with the terms of this Agreement:
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(a) Failure by a party to pay any payment required to be made hereunder or under
any other Project Agreement, including taxes (unless the same shall have been bonded or are being
diligently contested) when such failure shall continue for thirty (30) days after written notice thereof
has been given to the nonpaying party; or

(b) Failure by a party to comply in any material respect with any material term,
provision or covenant of this Agreement or any other Project Agreement, other than the payment
of sums to be paid hereunder or thereunder, when such failure shall continue for sixty (60) days after
written notice thereof has been given to the nonperforming party or, if such failure cannot reasonably
be cured within said sixty (60) days but can be cured within a reasonable longer period and the
nonperforming party shall have commenced to cure such failure within said sixty (60) days and shall
thereafter proceed with reasonable diligence and good faith to cure such failure, for such longer
period, not to exceed 365 days, as shall be necessary for such party to cure the same with all
reasonable diligence.

13.2 Remedies.

(a) If both parties agree that an Event of Default has occurred and is continuing,
then the non-defaulting party may proceed to exercise such remedies as it may be entitled to in law
or at equity, without proceeding under Section 14.2. However, if one party believes in good faith that
no Event of Default has. occurred and is continuing, and promptly informs the party asserting the
existence of an Event of Default of such belief, then the parties shall attempt to resolve such good
faith dispute under Section 14.2.

(b) Subject to the terms hereof, upon the occurrence and during the continuation
of any Event of Default, the nondefaulting party may, at its option, and in addition to and
cumulatively of any other rights the nondefaulting party may have at law or in equity, terminate this
Agreement and the other Project Agreements by notice to the other party and in conformity with
procedures required hereby, or enforce, by all proper and legal suits and other means, its rights
hereunder, and without terminating this Agreement and the other Project Agreements. Should it be
necessary for such party to take any legal action in connection with such enforcement, the defaulting
party shall pay such nondefaulting party all reasonable attorneys’ fees incurred, all without prejudice
to any remedies that might otherwise be used by either party for recovery or arrearages of sums due
hereunder, damages as herein provided, or breach of contract. '

() Neither this Agreement nor any other Project Agreement may be terminated
except in connection with the termination of each of the other Project Agreements. If either party
shall have the right to terminate any Project Agreement it shall be deemed to have the right to
terminate all of the other Project Agreements.

13.3 Bankruptcy. In addition to any other rights or remedies it may have, either party shall
have the right to terminate this Agreement, effective immediately, if, at any time, a Bankruptcy Event

shall occur with respect to the other party.

13.4 Attorneys’ Fees. If either party hereto commences litigation or arbitration for the
judicial or other interpretation, enforcement, termination, cancellation or rescission hereof, or for
damages for the breach hereof, the prevailing party in any such action, trial, arbitration, petition tor
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review or appeal thereon shall be entitled to its reasonable attorneys’ fees and court, arbitration and
other costs incurred, to be paid by the losing party as fixed by the court or arbitrator in the same or
a separate suit, and whether or not such action is pursued to decision or judgment.

13.5 Past Due Amounts. Any amounts due hereunder, if not timely paid by the party from
whom they are due, shall bear interest at the Default Rate (subject to and limited by applicable usury
laws) from the date such-amount was due until the time that such amount is paid.
13. 6 Mxll Closure. Any of the events descﬁ ed : “€ase shall be expressly
deemed not an Event of Default hereunder. PacifiCorp’s sole remedy in such event shall be as
described in such sectio

ARTICLE 14. MISCELLANEOUS

14.1 Public Announcement; Confidential Information, Etc.

(a) Public Announcements. No press release or public announcement regarding this
Agreement, any other of the Project Agreements, or the contents thereof shall be made by either
party without prior written approval of the other party (which shall not be unreasonably withheld or
delayed), except as may be necessary, in the opinion of counsel for such party, to meet the
requirements of any Applicable Law or to comply with any request of any stock exchange on which
the securities of such party may be listed. It is expressly understood that this Agreement and the
other Project Agreements may be disclosed by either party in connection with obtaining any Permits.

(b) Confidential Information. In connection with the this Agreement and the other
Project Agreements, each party hereto agrees to provide and disclose to the other with such financial
or other information as may be reasonably necessary to further the development of the Project. All
such disclosures shall be subject to Section 3.7 and the Confidentiality Agreement. James River
agrees that the Confidentiality Agreement shall apply fully to it notwithstanding that the parties
thereto are PacifiCorp and James River Corporation of Nevada.

14.2 Dispute Resolution. The parties shall attempt in good faith to resolve or cure all
disputes, Events of Default and claimed Events of Default by mutual agreement before initiating any
legal action or attempting to enforce any rights or remedies hereunder or under any other Project
Agreement. Either party wishing to resolve or cure a dispute, an Event of Default or claimed Event
of Default shall give notice thereof to the other party. Within five (5) days after delivery of such
notice, the Vice President/Resident Manager of the Mill and Senior Officer of PacifiCorp shall meet
to discuss and to attempt to resolve or cure such dispute, Event of Default or claimed Event of
Default. If they are unable to do so within fifteen (15) days after delivery of such notice, the dispute,
Event of Default or claimed Event of Default shall be referred to a Senior Officer of James River
and a Senior Officer of PacifiCorp for resolution or cure. Such officers shall meet to discuss and
attempt to resolve or cure such Dispute, Event of Default or claimed Event of Default within

ten (10) days after the expiration of such fifteen (15) day period. If they are unable to agiee on an
appropriate cure or resolution within thirty (30) days after the end of such fifteen (15) day period.
both parties may pursue any rights and remedies as they may have hereunder, at law or in equity.
The failure or refusal of either party above to meet and discuss any dispute, Event of Default or
claimed Event of Default as provided above shall entitle the other party to immediately exercise any
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rights or remedies which it may have hereunder, at law or in equity without the need of further
meetings or discussions.

143 No Third Party Beneficiary; No Dedication. Nothing in this Agreement shall be
construed to create any duty to, any standard of care with reference to, or any liability to, any Person
not a party to this Agreement. No undertaking by James River pursuant hereto shall constitute the
dedication of James River’s property or any portion thereof to PacifiCorp or to the public, nor affect
the status of James River as an independent entity.

14.4 Assignment. <

(a) No party hereto may assign, sell or otherwise dispose of all or any portion of its
interests in this Agreement, any other Project Agreement or the Project without the prior written
consent of the other party, such consent not to be unreasonably withheld, provided, that PacifiCorp
may assign such interests in accordance with Section 14.4(e) without the consent of James River, and q
James River may assign such interests in accordance with Section 14.4(f) without the consent of
PacifiCorp. As used in this Section 14.4, the phrase "assign, sell or otherwise dispose of all or any
portion of its interests in this Agreement, any other Project Agreement or the Project” shall include
any and all direct and indirect transfers, including a transfer for security purposes and the sale,
assignment or transfer of any partnership or other ownership interests in the transferor or of any
stock or other ownership interests in the transferor. |

(b) Other than a grant of a lien or security interest, no transfer, assignment, sale or
conveyance of a party’s interest hereunder, under any other Project Agreement or in the Project shall
be made in part, but may only be made as an entirety in connection with transfer, assignment, sale
or conveyance of all of the transferor’s interests hereunder and under the other Project Agreements,
and assumption by a permitted transferee of all of the transferor’s obligations thereunder.

(c) The party hereunder who engages in a permitted transfer, assignment, sale or
conveyance of its interests under this Agreement, the other Project Agreements and the Project shall
be relieved of all further liability hereunder and thereunder from and after the date of any such
permitted transfer, assignment, sale or conveyance if the transferee, assignee, purchaser or recipient ¢
shall have expressly assumed the obligations of the transferor hereunder and thereunder in
accordance with documentation reasonably satisfactory to the non-transferring party.

(d) Any permitted assignee or transferee of this Agreement, any other Project
Agreement or the Project, other than an assignee or transferee for security purposes, shall assume (
all existing and future obligations of the transferor to be performed hereunder and under the other
Project Agreements to which such transferor is a party.

(e) Without the consent of James River, PacifiCorp may from time to time make a
collateral assignment of any revenues due to it under the terms of this Agreement, and, provided that

- PacifiCorp continues to be responsible for its obligations to be performed under the Project—— !
Agreements, may assign, sell or otherwise dispose of all of its interests in this Agreement, the other
Project Agreements and the Facility:
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(i) as collateral security to the indenture trustee pursuant to the First
Mortgage Indenture, provided that PacifiCorp retains its obligations hereunder and under the other
Project Agreements. No further consent shall be required to the acquisition by the indenture trustee
or its assigns as a result of foreclosure upon assets permitted by this section to be encumbered by
PacifiCorp, provided that unless the Facility is to be dismantled and removed from the Premises, any
such acquiror shall be a single Person. PacifiCorp may not grant a lien in any portion of the
Improvements;

(ii) to any person or entity into which or with which PacifiCorp is merged or
consolidated or to which PacifiCorp transfers substantially all of its assets; or

(iii) to any person or entity wholly owning, wholly owned by or wholly owned
in common with PacifiCorp.

(f) James River may from time to time assign, sell or otherwise dispose of all of its
interests in this Agreement, the other Project Agreements and the Project, or all or a portion of the
Mill, the Premises or the Mill Site without the prior consent of PacifiCorp:

& (i) if James River continues to be responsible for its obligations to be
ject Agreements;

performed under t

(i) in connection with the consolidation or merger of James River with or
into any other Person or the sale, transfer or assignment of all or substantially all of James River’s
assets; ‘

(iii) in connection with (A) the sale, lease, assignment or other transfer of fifty
percent (50%) or less of the ownership of the Mill, or any substantial portion thereof, or (B) any
lease of the Mill, or any substantial portion thereof, in each case when the sold, leased, assigned or
transferred asset is simultaneously leased back to James River; or

(iv) in connection with (A) any substantial modification of the Mill, so long
as such modification would not materially interfere with the operation and utilization of the Facility,
or (B) the sale, lease, assignment or other transfer of more than fifty percent (50%) ownership of
the Mill, or any portion thereof, so long as (1) such buyer, assignee, lessee or other transferee either
has a rating of A or better (after giving effect to such sale, lease, assignment or transfer) from
Standard & Poor’s Corporation (or equivalent, if unrated or not rated by Standard & Poor’s
Corporation, using the then current rating criteria of Standard & Poor’s Corporation or Moody’s
Investor Services, Inc., or reasonable equivalent criteria) or (2) such buyer, assignee, lessee or other
transferee has a rating of BBB or better (after giving effect to such sale, lease, assignment or
transfer) from Standard & Poor’s Corporation (or equivalent, if unrated or not rated by Standard &
Poor’s Corporation, using the then current rating criteria of Standard & Poor’s Corporation or
Moody’s Investor Services, Inc., or reasonable equivalent criteria), and in each case James River or

another operator with reasonable prior experience in operating facilities such as the Mill operates
or continues to operate the Mill, and James River has given PacifiCorp at least twenty (20) days prior
written notice of such sale, lease, assignment or other transfer and of the identity of the buyer, lessec.
assignee or other transferee and the operator.
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(g) Notwithstanding any agreement of the parties in this Agreement and the other
Project Agreements, no assignment or transfer of any kind,” whether voluntary, involuntary, or by
operation of law, or under the default provisions of the said agreements, shall be valid (i) if made by
PacifiCorp or its assignees or successors-in-interest or any other Person, to a competitor of James
River or a Person who is a competitor of Persons who are Affiliates or Subsidiaries of James River
on the Effective Date, or (ii) if made by James River or its assignees or successors-in-interest or any
other Person, to a competitor of PacifiCorp on the Effective Date .

14.5 No Partnership. Neither James River nor PacifiCorp is in any way or for any purpose,
by nature of this Agreement or otherwise, a partner, joint venturer, employer or employee of the
other.

14.6 Notices. All notices, requests and communications required or permitted hereunder
shall be in writing and shall be sufficiently given and deemed to have been received upon personal
delivery by messenger, overnight courier or telecopier or, if mailed, upon the first to occur of actual
receipt or forty-eight (48) hours after being placed in the United States mail, postage prepaid,
registered or certified mail, with return receipt requested, addressed to the above parties as follows:

PacifiCorp: PacifiCorp
800 P.S.B.
920 SW 6th Avenue
Portland, OR 97204
Attn: Dale McLain

with a copy to: Stoel Rives Boley Jones & Grey
900 SW Fifth Avenue, Suite 2300
Portland, OR 97204
Attn: Thomas Nelson
Telephone: (503) 224-3380
Telecopier: (503) 220-2480

James River: James River Paper Company, Inc.
Camas Mill
4th and Adams Streets
Camas, WA 98607
Attn: Resident Manager
Telephone: (206) 834-3021
Telecopier: (206) 834-8176
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with a copy to: James River Paper Company, Inc.
Tredegar Street
Richmond, VA 23219
Attn: General Counsel and
Secretary

Telephone: (804) 649-4444
Telecopier: (804) 649-4317

and a copy to: Latham & Watkins
505 Montgomery Street, Suite 1900
San Francisco, CA 94111
Attn: Tim Flato
Telephone: (415) 391-0600
Telecopier: (415) 395-8095

Notice of a change in address of one of the parties shall be given in writing to the other party as
provided above, but shall be effective only upon actual receipt.

14.7 Entire Agreement. This Agreement, the other Project Agreements and the documents
the forms of which are attached as exhibits hereto and thereto shall contain the entire and sole
understanding of the parties hereto with respect to the matters covered hereby or any transactions
contemplated herein (other than power sales from PacifiCorp to James River), and supersedes and
cancels any and all oral or written prior agreements, understandings, statements and representations
between the parties with respect to the Project.

. 14.8 Severability. Any material provision of this Agreement or the other Project Agreements

that shall be prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be

ineffective to the extent of such prohibition or unenforceability without invalidating the remaining

provisions thereof, and any such prohibition or unenforceability in any jurisdiction shall not invalidate

or render unenforceable such provision in any other jurisdiction. In the event any such provision of

this Agreement or any other Project Agreement is so held invalid, the parties shall promptly

renegotiate in good faith new provisions to restore this Agreement (or the applicable Project

Agreement) as near as possible to its original intent and effect to the extent permitted by Applicable

Law. The parties hereto hereby waive any provision of law that renders any provision hereof
prohibited or unenforceable in any respect.

149 Headings. The headings of the various Articles and Sections of this Agreement are for
convenience of reference only and shall not modify, define or limit any of the terms or provisions
thereof.

14.10 Waiver of Jury Trial. THE PARTIES HEREBY KNOWINGLY, VOLUNTARILY,
AND INTENTIONALLY WAIVE ANY RIGHTS THEY MAY HAVE TO A TRIAL BY JURY

~IN'RESPECT OF ANY LITIGATION BASED HEREON-OR ARISING OUT-OF, UNDER OR

IN CONNECTION WITH, THIS AGREEMENT OR ANY OTHER PROJECT AGREEMENT.
OR ANY COURSE OF CONDUCT, COURSE OF DEALING, STATEMENTS (WHETHER
ORAL OR WRITTEN), OR ACTIONS OF THE PARTIES HERETO. THIS PROVISION IS A
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MATERIAL INDUCEMENT FOR EACH OF THE PARTIES TO ENTER INTO THIS
AGREEMENT.

1411 Governing Law. This Agreement and the other Project Agreements have been
delivered in, and shall in all respects be governed by, and construed in accordance with, the laws of
the State of Washington applicable to agreements made and to be performed entirely within such
State, including all matters of construction, validity and performance.

14.12 Amendments; Waiver. This Agreement and the other Project Agreements may not be
terminated, amended, supplemented, waived or modified orally except by an instrument in writing
signed by the party against which the enforcement of the termination, amendment, supplement,
waiver or modification is sought. No waiver shall be deemed a waiver with respect to any similar or
dissimilar subsequent default or other matter.

14.13 Counterparts. This Agreement may be signed in multiple originals, and by using
counterpart signature pages. :
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IN WITNESS WHEREOF, James River Paper Company, Inc. and PacifiCorp have
by their respective duly authorized officers caused this Camas Development, Construction, Operation
. and Steam Supply Agreement to be executed as of the day and year first above written.

JAMES RIVER PAPER COMPANY, INC.,
a Virginia corporation

\"\‘Q,K(/Byi W
\X " Name: __cengST S. Lo PO

Title: AGENT

PACIFICORP,
an Oregon cogporation

/At

Name: Dennis P. St’einbergv /

Title: Vice President







EXHIBIT A

Definitions

"Affiliate" of a specified Person means any other Person that directly, or indirectly
through one or more intermediates, controls, is controlled by or is under common control with the
Person specified, or who holds or beneficially owns 10% or more of the equity interest in the Person
specified or 10% or more of any class of voting securities of the Person specified.

"Applicable Laws" means all Laws which are applicable to or affect the construction,
testing, operation, maintenance, ownership, leasing or use of the Premises, the Facility or the
Improvements, including any zoning, environmental protection, pollution, sanitation, safety, siting or
building Laws, and any waiver, exemption, variance, order, Permit, authorization, right or license of,
from or imposed by any Governmental Authority.

"Applicable Permit" means any Permit, including any zoning, environmental protection,
pollution, sanitation, OPUC, WUTC, safety, siting or building Permit, (i) that is necessary to
construct, test, operate, maintain, repair, own or use the Project or the Premises as contemplated by
the Project Agreements, to sell Electricity therefrom, to enter into any Project Agreement Or to
consummate any transaction contemplated thereby, or (ii) that is necessary so that neither James
River nor any Affiliate or Subsidiary may be deemed by any Governmental Authority to be subject
to regulation under the FPA or PUHCA or under any state laws or regulations respecting the rates
or the financial or organizational regulation of utilities as a result of the construction or operation
of the Project or the sale of steam and so that PacifiCorp is not subject to regulation under PUH CA.

"Available" means available for delivery by James River with a present ability to deliver
at the Interconnection Point.

"Bankruptcy Event" means, with respect to any Person, that such Person shall have
filed a voluntary petition in bankruptcy, or shall have been adjudicated a bankrupt or insolvent, or
shall have filed any petition or answer seeking any reorganization, arrangement, composition,
readjustment, liquidation, dissolution or similar relief under any present or future statute or law
relating to bankruptcy, insolvency, or other relief for debtors, whether federal or state, or shall seek,
consent to, or acquiesce in the appointment of any trustee, receiver, conservator or liquidator of such
Person or of all or any substantial part of its properties, or a court of competent jurisdiction shall
have entered an order, judgment or decree approving a petition filed against such Person seeking any
reorganization, arrangement, composition, readjustment, liquidation, dissolution or similar relief under
any present or future statute or law relating to bankruptcy, insolvency or other relief for debtors,
whether federal or state, and such Person shall have consented to or acquiesced in the entry of such
order, judgment or decree, or the same shall have remained unvacated and unstayed for an aggregatc
of sixty (60) days from the date of entry thereof, or any trustee, receiver, conservator or liquidator
of such Person or of all or any substantial part of its properties shall have been appointed without
the consent of or acquiescence of such Person and such appointment shall have remained unvacated
and unstayed for an aggregate of sixty (60) days. The terms "acquiesce” and "acquiescence”, as uscd
herein, shall include the failure to file a petition or motion to vacate or discharge any order, judggment
or decree providing for such appointment within the time specified by law.
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“Business Day" means any day other than a Saturday, Sunday or other day on which
banks are authorized to be, or are generally, closed in Washington State.

"Calendar Year" means any period beginning on a January 1 and ending on a
December 31.

"Casualty" means any loss or destruction of or damage to the Project (until and
including the Commercial Operation Date) or the Facility (after the Commercial Operation Date)
resulting from any act of God, fire, explosion, earthquake, accident, or the elements, whether or not
covered by insurance and whether or not caused by the fault or negligence of any Person or its
employees, agents, contractors oOr Vvisitors.

"Change in Law" means a change in any Applicable Law after the Effective Date.

"Change Order" means a change order under any Construction Contract, regardless
of by whom initiated.

"Commercial Operation" means the state of the Facility on the Commercial Operation
Date.

"Commercial Operation Date" means the Commercial Operation Date determined
pursuant to Section 6.3(g) of the Development Agreement.

"Confidentiality Agreement" means the Confidentiality Agreement dated July 10, 1991
between PacifiCorp and James River Corporation of Nevada, attached as Exhibit G to the
Development Agreement.

"Construction Contracts" means all agreements, contracts, purchase orders or similar
agreements for (a) architectural, engineering, design, testing or consulting services for the Project,
(b) the procurement of all equipment, machinery, supplies and materials for the construction of the
Project and (c) the construction of the Project, including construction of all improvements and the
installation of all equipment and machinery forming a part of the Project.

"Contract Year" means the Initial Contract Year (as one Contract Year) and
thereafter each twelve-month period beginning on the first day after the Initial Contract Year or after
the previous Contract Year, as the case may be.

"Contractor” or "Contractors" means collectively the Persons with whom James River
or PacifiCorp shall enter into a Construction Contract.

"Default Rate" means the Prime Rate plus two percent (2%). However, under no
circumstances shall the Default Rate exceed the maximum interest rate allowed by then applicablc
law.

"Development Agreement" means the Camas Development, Construction, Operation.
and Steam Supply Agreement dated as of January 13, 1993 between James River and PacifiCorp.

"Easements" means the easements granted pursuant to Article I1II of the Leasc, o~
described in Exhibit C to the Lease.

i~
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“Law" means any valid law, rule, regulation, ordinance, order, code, judgment, decree,
injunction, permit or similar norm or decision of any Governmental Authority having jurisdiction over
the matter in question.

"Lease" means the Lease dated as of J anuary 13, 1993 between James River as Lessor
and PacifiCorp as Lessee, in substantially the form of Exhibit I to the Development Agreement.

"Lessee" means PacifiCorp as lessee under the Lease.
"Lessor" means James River as lessor under the Lease.

"Lien" on any asset means any mortgage, lien, charge, security interest or other
encumbrance upon such asset or any part thereof or interest therein.

"Maintenance" means the maintenance, overhaul, repair, reconditioning, replacement,
refurbishing or upgrading of the Facility as reasonably necessary to keep the Facility in good
condition and working order and in compliance with all Applicable Permits, including Routine
Maintenance, Major Maintenance and Extraordinary Maintenance.

"Major Maintenance” means (i) the Facility’s major periodic overhauls as
recommended by the relevant equipment manufacturer, (ii) the Facility’s annual inspection and
related repairs, (iii) Maintenance costing $150,000 or more for any one repair or expenditure or
related group of repairs or expenditures required to keep the Facility in good condition and running
in a safe and efficient manner, and (iv) Extraordinary Maintenance. The above dollar figure is
intended to include all costs associated with such overhaul, repair, or expenditure or such group of
overhauls, repairs or expenditures, including Mill labor, contract labor, spare parts, and other
materials. The above dollar figure shall be adjusted upward by 4% each Contract Year.

"Materials and Supplies" means materials and supplies not normally considered spare
parts or required in connection with Major Maintenance, which have individual value of not more
than $10,000 and are directly related to and reasonably necessary for the safe and efficient operation
of the Facility in accordance with Prudent Mill Practices and Applicable Law.

excluding the Premises leased to Lessee under the Lease.

"Month" means a calendar month or, if the Term expires on a day other than the last
day of a calendar month, the applicable partial calendar month, in which latter event, all items
determined with respect to a Month will be appropriately prorated for such partial calendar month.

"month," "day" and "year" mean a calendar month, day and year, respectively.

"Operating Committee" has the meaning given in Section 6.3 of the Development
Agreement.
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"Operating Plan" has the meaning given in Section 6.1 of the Development
Agreement.

"OPUC" means the Oregon Public Utilities Commission.

"P2 Scope and Estimate” means the Project Scope and Construction Estimate dated
August 29, 1992.

"P3 Scope and Estimate" means the Project Scope and Construction Estimate dated
December 31, 1992.

"PacifiCorp" means PacifiCorp, an Oregon corporation.

"Permit" means any waiver, exemption, variance, franchise, permit, authorization,
license or similar order of or from any Governmental Authority having jurisdiction over the matter
in question.

"Permitted Encumbrances" means those liens, encumbrances and other matters set
forth on Exhibit D to the Lease.

"Permitted Liens" means: (a) the rights and interests of the Lessee and/or the Lessor
as prowded in the Project Agreements; (b) any Lien for taxes with respect to which Lessor or Lessee
shall in good faith contest by appropriate proceedings the validity or the amount, provided such
contest does not involve any imminent danger of the sale, forfeiture or loss of the Premises or
Lessee’s leasehold estate in the Premises, the Facility, the Improvements or any part of any of them;
(c) mineral rights without right of surface entry, the use and enjoyment of which do not materially
interfere with the use and enjoyment of the Premises, the Facility, the Mill or the Mill Site;
(d) inchoate mechanic’s liens for which no claim of lien has been filed; and (e) Permitted
Encumbrances.

"Person" means any individual, corporation, partnership, joint venture, association,
joint-stock company, trust, unincorporated organization or governmental body.

"Persons Potentially Liable" has the meaning given in Section 8.4(b) of the
Development Agreement.

"Phase I" means a period of time commencing on the Effective Date and ending on
the Commercial Operation Date, unless James River and PacifiCorp mutually agree otherwise in

writing.

"Phase II" means the period of time commencing on the day following the Commercial
Operation Date and continuing for the remainder of the Term.

"Plans and Specifications" means the plans and specifications for the design,
engineering and construction of the Project, as developed pursuant to Section 5.2 of the

Development Agreement.

"Premises” has the meaning given in Section 2.1 of the Lease.
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“Effective Date" means the date ‘upon which all of the conditions precedent to the
effectiveness of the Development Agreement, as described in Article 2 thereof, have been satisfied
or waived by the party whose obligations are subject to such conditions.

"Electricity" has the meaning given in Section 7.1(b) of the Development Agreement.

"Electricity Meter" has the meaning given in Section 7.9(b) of the Development
Agreement.

"Emergency" means any circumstances: (i) which may arise and constitute a serious
hazard to the safety of, or a material interference with the safe or economic operation of, the Mill,
the Facility, or PacifiCorp’s electric system, or which threatens the health or safety of any person, and
(i) which require immediate action by James River or PacifiCorp.

"Emergency Outage" means any Emergency causing James River, in its reasonable
judgment, to conclude that continued delivery of Steam would result in material physical damage to
the Mill or significant economic loss to James River’s business conducted at the Mill.

"Event of Default" has the meaning given in Section 13.1 of the Development
Agreement.

"Extended Term" has the meaning given in Section 3.1 of the Development
Agreement. ' '

"Extraordinary Maintenance" means all Maintenance resulting from a Casualty.

"Facility" means the cogeneration facility to be developed, constructed and operated
pursuant to the Development Agreement and other Project Agreements, including any enhancements
made pursuant to Section 3.3 of the Development Agreement, and the Easements.

"FERC" means the Federal Energy Regulatory Commission and its successors.

"First Mortgage Indenture" means the Mortgage and Deed of Trust from PacifiCorp
(Successor in Interest to the Corporation Formerly Known as Pacific Power & Light Company) to
Morgan Guaranty Trust Company of New York as Trustee, dated July 1, 1947, and/or the Mortgage
and Deed of Trust from PacifiCorp to Morgan Guaranty Trust Company of New York, Trustee,
dated January 9, 1989, each as amended or supplemented from time to time.

"Force Majeure Event" has the meaning given in Section 9.1 of the Development
Agreement.

eans the Federal Power Act.

| "Gas Turbine Project" means a future gas turbine generator and associated heat

recovery steam generator designed to replace the steam generati

acity of the Mill's existing

power boiler. —

Governmental Authority” means any national, state or local government, any political
subdivision thereof or any other governmental, quasi-governmental, judicial, public or statutory
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instrumentality, authority, body, agency, bureau or entity (including any zoning authority, FERC, the
OPUC, the WUTC, any public utility commission of any other state having jurisdiction, and the
Securities and Exchange Commission) or any arbitrator with authority to bind a party at law.

"Hazardous Substance" means any hazardous or toxic substance, material or waste
which is or becomes regulated by any Governmental Authority. The term "Hazardous Substance”
shall include any substance that at any time shall itself be listed or contain a component that is listed
as "hazardous," "extremely hazardous" or "toxic" in, or in any of the regulations implementing, the
Comprehensive Environmental Response, Compensation and Liability Act (42 U.S.C. § 9601, et seq.),
the Resource Conservation and Recovery Act (42 U.S.C. § 6901, et seq .), and any other federal,
state, or local legislation or regulations applicable to the subject property, which govern (a) the
existence, cleanup and/or remedy of contamination on property; (b) the protection of the
environment from soil, air or water pollution or from spilled, deposited, or otherwise emplaced
contamination; (c) the emission or discharge of hazardous substance; (d) the control of hazardous
waste; or (e) the use, generation, transport, treatment, removal or recovery ol hazardous substances:
including building materials; or any substance which has been or shall be determined at any time by
any Governmental Authority to be a hazardous or toxic substance regulated under Applicable Law.
The term "Hazardous Substance" shall also include raw materials, building components, the products
of any manufacturing or other activities on the subject property, wastes, petroleum, and special
nuclear or by-product material as defined by the Atomic Energy Act of 1954 (42 US.C. § 3011, et

seq.).

"Imposition" means any real estate taxes, personal property taxes, special assessments
and other governmental charges, general or special, ordinary or extraordinary, unforeseen or foreseen,
of any kind and nature relating to the Premises and/or the Project (until and including the
Commercial Operation Date) andfor the Facility (after the Commercial Operation Date) or any
similar tax which is now or hereafter levied, assessed or imposed upon Lessor by the State of
Washington, or by any political subdivision thereof, or which Lessor is now or hereafter otherwise
required by said State or such political subdivision to pay, with respect to the use or occupancy of the
Premises, the Easements or the Equipment or with respect to Lessor’s ownership of the Premises.
the Easements or the Equipment.

"Improvements"” means the improvements to the Mill to be designed and constructed
concurrently with the Facility, as further described in Exhibit H to the Development Agreement.

"Indemnified Persons" has the meaning given in Section 8.2(a) and 8.2(b) of the
Development Agreement.

“Initial Contract Year" means (i) in the event that the Commercial Operation Date
is not the first day of a month, the period beginning on the Commercial Operation Date and ending
on the last day of the twelfth month after the month which follows that in which the Commercial
Operation Date occurs (e.g., if the Commercial Operation Date were March 12, 1996, the Initial
Contract Year would extend from March 12, 1996 through March 31, 1997) and (ii) in the event that
the Commercial Operation Date is the first day of the month, the period beginning on the
Commercial Operation Date and ending on the last day of the twelfth month after the month in
which the Commercial Operation Date occurs.

“James River" means James River Paper Company, Inc., a Virginia corporation.
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“Primary Project Engineers" means the Harris Group or, if James River determines
that the Harris Group shall not be the Primary Project Engineers, such other engineering firm as shall
be selected by James River and PacifiCorp.

"Prime Rate" means the interest rate announced from time to time by Bank of
America National Trust and Savings Association as its "Prime Rate," as such Prime Rate shall change
from time to time.

"Project” means the Facility and the Improvements.

"Project Agreements” means the Development Agreement, the Lease, and the
Transmission Line Sale Agreement.

"Project Budget" has the meaning given in Section 5.4 of the Development Agreement.

"Project Manager" means the project manager or managers of each of James River
and PacifiCorp designated pursuant to Section 3.5 of the Development Agreement.

"Project Schedule" means the schedule for developing and constructing the Project
as set forth in Exhibit B to the Development Agreement.

“Prudent Mill Practices" means the practices, methods and acts engaged in or approved
by a significant portion of the pulp and paper industry with respect to the construction, operation,
maintenance and repair of pulp and paper mills of a size comparable to the Mill that, at a particular
time, in the exercise of reasonable judgment in light of the facts known or that reasonably should
have been known at the time a decision was made, would have been expected to accomplish the
desired result in a manner consistent with law, regulation, reliability, safety, environmental protection,
economy and expedition. '

"psig" means pounds per square inch gauge.

"PUHCA" means the Public Utility Holding Company Act of 1935.

"Reports" has the meaning given in Section 6.3(b) of the Lease.

"Routine Maintenance" means all maintenance which is not Major Maintenance,
including scheduled and unscheduled maintenance, and maintenance of a regular and minor nature,
including preventive maintenance, that must be performed periodically to keep the Project in working
order, including lubrication, repacking of valves, minor leak repair, adjustments, calibrations,

replacement of consumables and similar work, and general housekeeping and cleaning.

"Royalty Schedule” has the meaning given in Section 7.1(b) of the Development
Agreement. '

"Schedule A Permits” has the meaning given in Section 4.2 of the Development
Agreement.

"Scheduled Outage" means an outage of the Mill or the Facility scheduled as part of
the Mill’s, or the Facility’s, annual maintenance schedule.
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"Senior Officer" means the Chairman of the Board of Directors, the Chief Executive
Officer, the Chief Operating Officer, the Chief Financial Officer, the President, a Senior Vice
President or an Executive Vice President of a corporation or the equivalent position of a substantial
operating division thereof.

“Steam" means steam produced by the Mill and delivered by James River at the
Interconnection Point pursuant to the Development Agreement at a pressure of not less than 570
psig nor more than 630 psig (measured at the high pressure side of the steam turbine generator
throttle) and a temperature of not less than 735°F nor more than 765°F and with a minimum purity
of 20 ppb sodium and 0.2 mho/cm cation conductivity.

"Steam Delivery Point" means the physical point at which interconnection is made
between the steam delivery system of the Mill and the Facility.

"Steam Return Point" means the physical point at which interconnection is made
between the return steam output of the Facility and the Mill

"Subsidiary" of any Person means any corporation of which such Person owns, directly
or indirectly, more than ten percent (10%) of the voting shares thereof, or otherwise controls.

“Supplemental Agreement” has the meaning given in Recital B of the Development
Agreement.

"Term" has the meaning given in Section 3.1 of the Development Agreement.

"Transmission Facilities" has the meaning given in Recital A of the Transmission Line
Sale Agreement.

"Transmission Line Sale Agreement” means the Transmission Facilities Purchase,
Easement and License Agreement dated as of January 13, 1993 between PacifiCorp and James River,
in substantially the form of Exhibit J to the Development Agreement.

"Utilities" means the services provided by Persons other than James River that are
necessary for the operation of the Project, including natural gas service and connection equipment.
potable water service and facilities, sewer facilities, electrical power interconnection and telephone
and telecommunication service and facilities.

"Waste Water Treatment" means the treatment of all waste water and other liquid
effluent discharged by the Project to conform to the requirements of all Applicable Laws and
Applicable Permits.

"WUTC" means the Washington Utility and Transportation Commission.

3
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RULES OF INTERPRETATION

(a) The singular includes the plural and the plural includes the singular.
(b) "or" is not exclusive.

(c) A reference to a law includes any amendment or modification to such law and
all regulations promulgated thereunder.

(d) A reference to a Person includes its permitted successors and permitted
assigns.

(e) Accounting terms have the meanings assigned to them by generally accepted
accounting principles applied on a consistent basis by the accounting entity to which they refer.

® The words "include", "includes" and "including" are not limiting.

(g) A reference in a document to an Article, Section, Exhibit, Schedule, Annex
or Appendix is to the Article, Section, Exhibit, Schedule, Annex or Appendix of such document
unless otherwise indicated.

(h) References to any document, instrument or agreement (a) shall include all
exhibits, schedules and other attachments thereto, (b) shall include all documents, instruments or
agreements issued or executed in replacement thereof, and (c) shall mean such document, instrument
or agreement, or replacement or predecessor thereto, as amended, modified and supplemented from
time to time and in effect at any given time.

(i) The words "hereof," "herein" and "hereunder” and words of similarimport when

used in any document shall refer to such document as a whole and not to any particular provision of
such document.

9
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EXHIBIT D

Rovalty Schedule

Payments made for Electricity produced by the Facility shall be determined pursuant
to this Exhibit D. All references to MWH produced by the Facility refer to Electricity
measured pursuant to Section 7.9 of the Development Agreement.

Payments during Startup

The following rates will be paid for Electricity production prior to Commercial
Operation of the Facility.

. $27.83 per megawatt-hour (MWH) for the first 100,000 MWH produced
. $18.06 per MWH for production in excess of 100,000 MWH

Payments beginning at Commercial Operation

Royalty payments to James River for the production of Electricity after Commercial
Operation shall be determined pursuant to Schedules D-1 and D-3 utilizing the
values in Schedule D-2. Schedule D-1 shall be completed monthly reflecting the
actual generation of the Facility during the prior month and any deemed generation
pursuant to Section 7.1(c). James River will not receive a royalty payment during a
Contract Year until the Revenue Requirement (Line 12 Schedule D-1) has been
satisfied for such Contract Year. The values in locations identified by a “Y” on
Schedule D-1 will be completed at the beginning of each Contract Year and the
values in locations identified by a “M” will be completed monthly.

Four illustrative example Schedule D-1's follow Schedule D-3:

1. Contract Year: 1st; Commércial Date: December 15, 1995; Capital Cost: $59,399,000;
Contract Year Energy Generation: 390,000 MWH; Prior Contract Year Revenue
Balance: Not Applicable (I1st Contract Year)

2. Contract Year: 1st; Commercial Date: January 10, 1996; Capital Cost: $60,250,000;
Contract Year Energy Generation: 390,000 MWH; Prior Contract Year Revenue
Balance: Not Applicable (1st Contract Year)

3. Contract Year: 4th; Commercial Date: December 15, 1995; Capital Cost: $59,399,000;
Contract Year Energy Generation: 350,000 MWH; 2nd Contract Year Ending
Revenue Balance: zero; 3rd Contract Year Ending Revenue Balance: $1,000,000;
Revenue Balance Interest Rate (Prime minus 1%): 7%



4. Contract Year: 4th & 5th; Commercial Date: December 15, 1995; Capital Cost:
$59,399,000; 4th Contract Year Energy Generation: 270,000 MWH; 5th Contract
Year Energy Generation: 350,000 MWH; 3rd Contract Year Ending Revenue
Balance: $1,000,000; 4th CY Revenue Balance Interest Rate (Prime minus 1%):
7%; 5th CY Revenue Balance Interest Rate (Prime minus 1%): 8%; Force Majeure:
5 months (June 1, 1999 - October 31, 1999) <




EXHIBIT D, SCHEDULE D-1
ROYALTY PAYMENT CALCULATION

LINE LINE
NO, e ABBREVIATIONS
CONTRACT YEARNO. 1 CY MAJOR MAINTENANCE ALLOWANCE ($) 7 Y BOM: BEGINNING OF MONTH
[EXHIBIT D, SCHEDULE 2] CY: CONTRACT YEAR
CY BEGINNING MONTH (MO/YR) 2 EOM END OF MONTH
PRIOR CY REVENUE BALANCE (3) 8 Y YT0: YEAR TODATE
CY ENDING MONTH (MO/YR) 3 |
REVENUE BALANCE INTEREST RATE ] Y
CY CAPITAL COST BASIS ($) 4
REVENUE BALANCE INTEREST ($) 10 Y
CY CAPITAL RECOVERY FACTOR 5 [LINE 8 X LINE 9]
[EXHIBIT D, SCHEDULE 2]
ADJUSTED REVENUE BALANCE (3) 11 \
CY CAPITAL RECOVERY (3) 6 [LINE 8 + LINE 10}
[LINE 4 X LINE 5]
CY REVENUE REQUIREMENT ($) 12 555353 Y
[LINE 6 + LINE 7 + LINE 11 ] F——
LINE
N
CONTRACT YEAR MONTH NO. 13 4 5 6 7 8 ] 10 11 12
CALENDAR MONTH (MO/YR) 14 Y Y Y Y Y Y Y Y
CY MONTHLY ENERGY TOTAL COSTS 15 Y Y Y Y Y Y Y Y
[EXHIBIT D, SCHEDULE 2]
ENERGY GENERATION FOR MONTH (MWH) 16 M M M M M M M M
PROJECT REVENUE FOR MONTH ($) 17 M M M M M M M M
[ LINE 15 X LINE 16 ]
EOM CY YTD PROJECT REVENUE ($) 18 M M M M M M M M
[SUMALL CY MONTHS LINE 17]
CY REVENUE REQUIREMENT (§) 19 Y Y Y Y Y A Y Y
[LINE 12]
EOM REVENUE REQUIREMENT BALANCE ($) 20 M M M M M M M ] M
[ LINE 18 - LINE 19; IF »>= 0, LINE 20=0 ]
BOM CY YTD ROYALTY PAYMENTS ($) 21 M M M M M M M M M
[ SUM PRIOR MONTHS LINE 22
CONTRACT MONTH ROYAL TY PAYMENT (9) 22 M M M M M M M M M
Lo g e
M M M M M M M M M




1

2)

3)

4)

Schedule D-1 Notes

Contract Year - As defined in Exhibit A, “Definitions.” The first Contract Year
is also called the Initial Contract Year.

Contract Year Capital Cost Basis - The final Project Budget, accounting for all
Change Orders and AFUDC in accordance with Section 5.6(b).

At the beginning of each Contract Year, there shall be added to the prior
Contract Year’s ending Revenue Requirement Balance (prior CY’s ending
Line 20 Schedule D-1), if any, an amount calculated in accordance with Lines
8 -10 on Schedule D-1. The interest rate used in Line 9 shall be the Prime Rate
minus 1%. The Prime Rate utilized for this calculation shall be the average
Prime Rate as reported in the Wall Street Journal, or other mutually
agreeable source should the Wall Street Journal no longer exist or report such
information, during the prior Contract Year.

If the current Contract Year follows a Contract Year without a beginning
balance in Line 8 Schedule D-1, the interest rate used in Line 9 Schedule D-1
shall be one-half (1/2) the rate described above. (See illustrative example #3)




ILLUSTRATIVE EXAMPLE 4 (PAGE 2 OF 2) - EXHIBIT D, SCHEDULE D-1

ROYALTY PAYMENT CALCULATION

LINE LINE
N o} ABBREVIATIONS
CONTRACT YEARNO. 1 5 CY MAJOR MAINTENANCE ALLOWANCE ($) 7 350,957 BOM: BEGINNING OF MONTH
[ EXHIBIT D, SCHEDULE 2] CY: CONTRACT YEAR
CY BEGINNING MONTH {MO/YR) 2 Jun-00 EOM END OF MONTH
PRIOR CY REVENUE BALANCE ($) 8 207,491 YTD: YEARTO DATE
CY ENDING MONTH (MOYYR) a May-01
: REVENUE BALANCE INTEREST RATE 9 8.00%
CY CAPITAL COST BASIS ($) 4 59,399,000
REVENUE BALANCE INTEREST ($) 10 16,599
CY CAPITAL RECOVERY FACTOR 5 17.94% [LINEB X LINE 9]
[ EXHIBIT D, SCHEDULE 2]
ADJUSTED REVENUE BALANCE ($) 1 224,090
CY CAPITAL RECOVERY ($) 6 10,656,181 [LINE 8 + LINE 10 ]
[LINE 4 X LINE 5]
CY REVENUE REQUIREMENT ($) 12 >>5>5>> 11,231,228
[LINE 6 + LINE 7 + LINE 11} ——
LINE
NO
CONTRACT YEAR MONTH NO. 13 1 2 3 4 5 6 7 8 ] 10 11 12
CALENDAR MONTH (MO/YR) 14 Jun-00 Jul-00 Aug-00 Sep-00 Oct-00 Nov-00 Dec-00 Jan-01 Feb-01 Mar-01 Apr-01 May-01
CYMONTHLY ENERGY TOTAL COSTS 15 45.15 45.15 45.15 45.15 45,15 45.15 45.15 45.15 45.15 4515 45,15 45.15
{ EXHIBIT D, SCHEDULE 2]
ENERGY GENERATION FOR MONTH (MWH) 16 32,000 31,000 25,000 12,500 30,000 29,000 30,000 30,500 31,000 32,000 33,000 34,000
PROJECT REVENUE FOR MONTH (3) 17 1,444,800 1,399,650 1,128,750 564,375 1,354,500 1,309,350 1,354,500 1,377,075 1,399,650 1,444,800 1,489,850 1,635,100
[LINE 15 X LINE 16 ]
EOM CY YTD PROJECT REVENUE (3) 18 1,444,800 2,844,450 3,973,200 4,537,575 5,892,075 7,201,425 8,555,925 9,933,000 11,332,650 12,777,450 14,267,400 15,802,500
[ SUM ALL CY MONTHS LINE 17]
CY REVENUE REQUIREMENT ($) 19 11,231,228 11,231,228 11,231,228 11,231,228 11,231,228 11,231,228 11,231,228 11,231,228 11,231,228 11,231,228 11,231,228 11,231,228
[ LINE 12]
EOM REVENUE REQUIREMENT BALANCE (8) 20 -9,786,428 -8,386,778 -7,258,028 -6,693,653 -5,339,153 -4,029,803 -2,675,303 .1,298,228 0 [+] 0 0
[ LINE 18 - LINE 18; IF >= 0, LINE 20=0}
BOMCY YTD ROYALTY PAYMENTS ($) 21 0 0 0 0 0 [4 0 0 0 101,422 1,546,222 3,036,172
[ SUM PRIOR MONTHS LINE 22 ]
CONTRACT MONTH ROYALTY PAYMENT (8) 22 0 0 0 0 0 0 0 0 101,422 1,444,800 1,489,950 1,535,100
[ LINE 18 - LINE 19 - LINE 21;
SUINE 19 »e LINE 18, LINE 22 = 0)
VAL T DAY NTE 23 [¢] 0 Y 0 0 4] 0 0 101,422 1,546,222 3,036,172 4,571,272







ILLUSTRATIVE EXAMPLE 4 (PAGE 1 OF 2) . EXHIBIT D, SCHEDULE D-1

ROYALTY PAYMENT CALCULATION

LINE LINE
N N ABBREVIATIONS
CONTRACT YEARNO. 1 4 CY MAJOR MAINTENANCE ALLOWANCE ($) 7 337,459 BOM: BEGINNING OF MONTH
[ EXHIBIT D, SCHEDULE 2] CY: CONTRACT YEAR
CY BEGINNING MONTH (MO/YR) 2 Jan-99 EOM END OF MONTH
PRIOR CY REVENUE BALANCE ($) 8 1,000,000 YTD: YEAR TODATE
CY ENDING MONTH (MO/YR) 3 May-00
REVENUE BALANCE INTEREST RATE 9 3.50%
CY CAPITAL COST BASIS ($) 4 59,399,000
REVENUE BALANCE INTEREST ($) 10 35,000
CY CAPITAL RECOVERY FACTOR 5 18.78% [LINEB XLINES])
[ EXHIBIT D, SCHEDULE 2]
ADJUSTED REVENUE BALANCE ($) 11 1,035,000
CY CAPITAL RECOVERY ($) 8 11,155,132 [LINE 8 + LINE 10]
[LINE4 X LINES]
CY REVENUE REQUIREMENT () 12 SH>>>> 12,527,591
[LINE 6 + LINE 7 + LINE 11] p—
LINE
NO
CONTRACT YEAR MONTH NO. 13 1 2 3 4 5 7 8 9 10 1t 12
CALENDAR MONTH (MO/YYR) 14 Jan-99 Fab-99 Mar-99 Apr-99 May-99 Nov-99 Dec-99 Jan-00 Feb-00 Mar-00 Apr-00 May-00
CY MONTHLY ENERGY TOTAL COSTS 15 45.63 45.63 45.63 45.63 45.63 45.63 45.63 45,63 45.63 45.63 45.63 45.63
{ EXHIBIT D, SCHEDULE 2]
ENERGY GENERATION FOR MONTH (MWH) 16 32,000 31,000 25,000 12,000 1,000 10,000 20,000 20,000 20,000 32,000 33,000 34,000
PROJECT REVENUE FOR MONTH ($) 17 1,460,160 1,414,530 1,140,750 547,560 45,630 456,300 912,600 912,600 912,600 1,460,160 1,508,790 1,651,420
[LINE 15 X LINE 16 ]
EOM CY YTD PROJECT REVENUE ($) 18 1,460,160 2,874,680 4,015,440 4,563,000 4,608,630 5,064,930 5,977,530 6,890,130 7,802,730 9,262,890 10,768,680 12.320.100
[ SUM ALL CY MONTHS LINE 17}
CY REVENUE REQUIREMENT ($) 19 12,527,591 12,527,591 12,527,591 12,627,591 12,627,591 12,527,501 12,627,591 12,627,591 12,527,591 12,527,591 12,527,591 12,527,591
[LINE 12}
EOM REVENUE REQUIREMENT BALANCE (3) 20 -11,067,431 -9,652,901 -8,512,151 -7,964,591 -7,918,961 -7,462,661 -6,550,061 -5,637,461 -4,724,861 -3,264,701 -1,758,911 -207,491
[ LINE 18 - LINE 19; IF >= 0, LINE 20=0]
BOM CY YTD ROYALTY PAYMENTS ($) 21 0 0 0 [¢] 0 0 4 0 [+ o 0 (4}
{ SUM PRIOR MONTHS LINE 22]
CONTRACT MONTH ROYALTY PAYMENT ($) 22 0 o 0 0 0 0 0 0 ] 0 0 0
[ LINE 18 - LINE 19 - LINE 21;
IF LINE 19 >= LINE 18, LINE 22 =0 ]
FORMCY YTD ROYALTY PAYMENTS ($) 23 0 0 0 0 0 0 0 0 0 n; 0




ILLUSTRATIVE EXAMPLE 3 - EXHIBIT D, SCHEDULE D-1

ROYALTY PAYMENT CALCULATION

LINE LINE
o) NO. ABBREVIATIONS
CONTRACT YEARNO. 1 4 CY MAJOR MAINTENANCE ALLOWANCE ($) 7 337,459 BOM: BEGINNING OF MONTH
[ EXHIBIT D, SCHEDULE 2] CY: CONTRACT YEAR
CY BEGINNING MONTH (MO/YR) 2 Jan-99 EOM ENDOF MONTH
PRIOR CY REVENUE BALANCE (§) 8 1,000,000 YT0: YEAR TO DATE
CY ENDING MONTH (MO/YR) 3 Dec-99
REVENUE BALANCE INTEREST RATE 9 3.50%
CY CAPITAL COSTBASIS ($) 4 59,399,000
REVENUE BALANCE INTEREST ($) 10 35,000
CY CAPITAL RECOVERY FACTOR 5 18.78% [UNEBXLINES]
{ EXHIBIT D, SCHEDULE 2}
ADJUSTED REVENUE BALANCE ($) T 1,035,000
CY CAPITAL RECOVERY (§) 6 11,156,132 [LINE 8 + LINE 10}
[LINE4XLINES ]
CY REVENUE REQUIREMENT ($) 12 >>>>»>> 12,527,591
[LINE6 + LINE 7 + LINE 11 LS S
LINE
[\ o}
CONTRACT YEAR MONTHNO. 13 1 2 3 4 5 6 7 8 9 10 11 12
CALENDAR MONTH (MO/YYR) 14 Jan-98 Feb-99 Mar-99 Apr-99 May-99 Jun-99 Jul-99 Aug-99 Sep-99 Oct-99 Nov-99 Dec-99
CY MONTHLY ENERGY TOTAL COSTS 15 45.63 45.63 45.63 45.63 45.63 45.63 45.63 45.63 45.63 45.63 45.63 45.63
[ EXHIBIT D, SCHEDULE 2}
ENERGY GENERATION FOR MONTH (MWH) 16 32,000 31,000 25,000 12,500 30,000 29,000 30,000 30,500 31,000 32,000 33,000 34,000
PROJECT REVENUE FOR MONTH ($) 17 1,460,160 1,414,530 1,140,750 570,375 1,368,900 1,323,270 1,368,900 1,391,715 1,414,530 1,460,160 1,505,790 1,551,420
[ LINE 15 X LINE 16 ]
EOM CY YTD PROJECT REVENUE ($) 18 1,460,160 2,874,690 4,015,440 4,585,815 5,954,715 7,277,985 8,646,885 10,038,600 11,453,130 12,913,290 14,418,080 15,970,500
[SUMALL CY MONTHS LINE 17]
CY AEVENUE REQUIREMENT (3) 19 12,527,591 12,527,591 12,527,581 12,527,581 12,527,591 12,527,691 12,527,591 12,527,581 12,527,591 12,527,581 12,527,591 12,527,591
{LINE 12)
EOM REVENUE REQUIREMENT BALANCE ($) 206 -11,067,431 -9,652,901 -8,512,151 -7,941,776 -6,572,876 -5,249,606 -3,880,706 -2,488,061 -1.074.461 0 0 0
[ LINE 18 - LINE 19; IF >= 0, LINE 20=0 ] ! ’ '
BOM CY YTD ROYALTY PAYMENTS ($) 21 o o o o o 0 °
{ SUM PRIOR MONTHS LINE 22 0 0 0 385,699 1,891,489
CONTRACT MONTH ROYALTY PAYMENT ($) 22 0 0 0 0 0 0 0 0 0 385,699 1,505,790 1,551,420
[ LINE 18 - LINE 19 - LINE 21;
IF LINE 19 >= LINE 18, LINE 22 = 0 ]
FOMCY YTD ROYALTY PAYMENTS ($) 23 0 4] 4] 0 4] 0 0 0 o 385,699 1,861,489 3,442,909




ILLUSTRATIVE EXAMPLE 2 - EXHIBIT D, SCHEDULE D-1

ROYALTY PAYMENT CALCULATION

LINE LINE
N N ABBREVIATIONS
CONTRACT YEARNO. 1 1 CY MAJOR MAINTENANCE ALLOWANCE ($) 7 300,000 BOM: BEGINNING OF MONTH
{ EXHIBIT D, SCHEDULE 2] CY: CONTRACT YEAR
CY BEGINNING MONTH (MO/YR) 2 Jan-96 EOM END OF MONTH
PRIOR CY REVENUE BALANCE ($) 8 0 Y1D: YEARTODATE
CY ENDING MONTH (MO/YR) 3 Jan-97
REVENUE BALANCE INTEREST RATE 9 7.00%
CY CAPITAL COST BASIS ($) 4 60,250,000
REVENUE BALANCE INTEREST ($) 10 0
CY CAPITAL RECOVERY FACTOR 5 21.37% [LINE 8 X LINE 8]
[ EXHIBIT D, SCHEDULE 2]
ADJUSTED REVENUE BALANCE ($) 11 0
CY CAPITAL RECQVERY ($) 6 12,875,425 [LINE 8 + LINE 10}
[LINE 4 X LINES)
CY REVENUE REQUIREMENT ($) 12 >>>>>> 13,175,425
[LINE6 + LINE 7 + LINE 11] P,
LINE
o,
CONTRACT YEAR MONTH NO. 13 1 2 3 4 5 6 7 8 9 10 11 12
CALENDAR MONTH (MO/YR) 14 Jan96/Feb96 Mar-96 Apr-96 May-96 Jun-96 Jul-96 Aug-96 Sep-96 Oct-96 Nov-86 Dec-96 Jan-97
&Y. MONTHLY ENERGY TOTAL COSTS 15 41.14 4114 41.14 41.14 41.14 41.14 41.14 41.14 41.14 41.14 41.14 42.31
[EXHIBIT D, SCHEDULE 2] :
ENERGY GENERATION FOR MONTH (MWH) 16 46,000 32,000 31,500 31,000 30,000 29,000 30,000 30,500 31,000 32,000 33,000 14,000
PROJECT REVENUE FOR MONTH (8) 17 1,892,440 1,316,480 1,295,910 1,275,340 1,234,200 1,193,060 1,234,200 1,254,770 1,275,340 1,316,480 1,357,620 1,438,540
[LINE 15 X LINE 16 ]
EOM CY YTD PROJECT REVENUE ($) 18 1,892,440 3,208,920 4,504,830 5,780,170 7,014,370 8,207,430 9,441,630 10,696,400 11,971,740 13,288,220 14,645,840 16,084,380
[ SUM ALL CY MONTHS LINE 17} B
CY REVENUE REQUIREMENT (8} 19 13,175,425 13,176,425 13,175,425 13,175,425 13,175,425 13,175,425 13,175,425 13,175,425 13,175,425 13,175,425 13,175.425 13,175,425
[LINE 12}
EOM REVENUE REQUIREMENT BALANCE (8) 20 11,282,985 -9,966,505 -8,670,595 -7,395,255 -6,161,055 -4,967,995 -3,733,795 -2,479,025 -1,203,685 0 ] 0
[ LINE 18 - LINE 19; IF >= 0, LINE 20=0 ] .
BOM CY YTD ROYALTY PAYMENTS ($) 21 0 0 0 0 0 0 0 0 0 ] 112,795 1,470,415
[ SUM PRIOR MONTHS LINE 22|
Lo AT T AORNTHROVALTY PAVIACRT (§) 22 0 04 0 0 o 0 0 0 0 112,795 1,357,620 1,438,540
0 0 0 0 0 0 112,795 1,470,445 2.908,955




ILLUSTRATIVE EXAMPLE 1 - EXHIBIT D, SCHEDULE D-1

ROYALTY PAYMENT CALCULATION

LINE LINE
Yo} N ABBBEVIATIONS
CONTRACT YEARNO. 1 1 CY MAJOR MAINTENANCE ALLOWANCE ($) 7 300,000 BOM: BEGINNING OF MONTH
[ EXHIBIT D, SCHEDULE 2] CY: CONTRACT YEAR
CY BEGINNING MONTH (MO/YR) 2 Dec-95 EOM END OF MONTH
PRIOR CY REVENUE BALANCE ($) 8 0 YTD: YEARTO DATE
CY ENDING MONTH (MO/YR) 3 Dec-96
REVENUE BALANCE INTEREST RATE g 7.00%
CY CAPITAL COST BASIS {$) 4 59,399,000
’ REVENUE BALANCE INTEREST($) 10 o}
CY CAPITAL RECOVERY FACTOR 5 21.37% [LINEB X LINE9]
[ EXHIBIT D, SCHEDULE 2}
ADJUSTED REVENUE BALANCE {$) 11 1]
CY CAPITAL RECOVERY {$) 6 12,693,566 [LINE 8 + LINE 10}
[LINE 4 X LINE 5}
CY REVENUE REQUIREMENT ($) 12 >>>>>> 12,003,566
[LINE 6 + LINE 7 + LINE 11] o
LINE
NO
CONTRACT YEAR MONTHNO. 13 1 2 3 4 5 [ 7 8 [} 10 11 12
CALENDAR MONTH (MO/YR) 14 Dec95/Jangs Feb-96 Mar-96 Aptr-96 May-96 Jun-96 Jul-96 Aug-96 Sep-96 Oct-96 Nov-96 Dec-96
CY MONTHLY ENERGY TOTAL COSTS 15 41.14 41.14 41,14 41.14 41.14 41.14 41.14 41,14 41.14 41.14 41,14 41,14
[EXHIBIT D, SCHEDULE 2}
ENERGY GENERATION FOR MONTH (MWH) 16 46,800 31,200 31,200 31,200 31,200 31,200 31,200 31,200 31,200 31,200 31,200 31,200
PROJECT REVENUE FOR MONTH ($) 17 1,925,352 1,283,568 1,283,568 1,283,568 1,283,568 1.283,568 1,283,568 1,283,568 1,283,568 1,283,568 1,283,568 1,283,568
[LINE 15 X LINE 16 }
EOM CY YTD PROJECT REVENUE ($) 18 1,925,352 3,208,920 4,492,488 5,776,056 7,059,624 8,343,192 0,626,760 10,910,328 12,193,896 13,477,464 14,761,032 16,044,600
[SUMALL CY MONTHS LINE 17]
CY REVENUE REQUIREMENT ($) 19 12,993,566 12,993,566 12,993,566 12,993,566 12,993,566 12,993,566 12,993,566 12,993,566 12,993,566 12,993,566 12,993,566 12,993,566
[LINE 12]
£OM AEVENUE REQUIREMENT BALANCE ($) 20 -11,068,214 -9,784,646 -8,501,078 -7,217.510 -5,833,942 -4,650,374 .3,366,806 -2,083.238 -799.670 (] 4] 0
[LINE 18 - LINE 19; IF >= 0, LINE 20=0 ]
BOM CY YTD ROYALTY PAYMENTS ($ 21 0 0
) 0 0 0 [ 0 0 0 0 483,898 1,767,466
[ SUM PRIOR MONTHS LINE 22)
SURAC T RONTH ROYALTY PAYMENT (§ 22 0 0 4] 0 4] ] 0 0 0 483,898 1,283.568 1,283,568
0 0 0 0 4] Y 4] 483,898 1,767,466 3,051,034




EXHIBIT D
b s

Total | Capital Major
Calendar Cost ! Contract Recovery Maintenance
Year ($/MWh) (a) ! Year Factor (b) Allowance (c)
19986 41.14 ‘; 1 21.37% $300,000
1997 42.31 | 2 20.55% $312,000
1998 43.77 | 3 19.65% $324,480
1999 45.63 ! 4 18.78% $337,459
2000 45.15 | 5 17.84% $350,957
2001 45.28 [ 6 17.12% $364,995
2002 47.10 ! 7 16.32% $379,595
2003 48.64 ! 8 15.54% $394,779
2004 52.33 | 9 14.77% $410,570
2005 56.48 | 10 14.01% $426,993
2006 56.82 ] 11 13.24% $444,073
2007 59.95 | 12 12.47% . $461,836
. 2008 63.47 | 13 11.71%  $480.309
2009 - 73.82 | 14 10.94% $499,521
2010 74.49 | 15 10.17% $519,502
2011 78.76 ] 16 9.41% $540,282
2012 82.76 | 17 8.64% $561,893
2013 87.41 ; 18 788%  $584.360
2014 96.76 | 19 7.11% $607,744
2015 97.76 | 20 6.34% $632,054

a. Energy produced after commercial operation in 1995 will be valued at the 1996 Total Cost
rate. Energy produced after 2015 during the initial 20 contract years will be valued at the
2015 Total Cost rate.

b. Shown as the percent of the Project Budget as amended pursuant to Section 5.6(b) to reflect
the actual capital cost of the Project.

¢. Major Maintenance allowance is fixed by Contract Year and is not subject to adjustment

based on the actual cost of Major Maintenance.



EXHIBITD - SCHEDULE D-3

e

g

(a)  If the AARP exceeds the “Ceiling” amount applicable to Year-1, as indicaté

below, the Revenue Requirement (Line 12 Schedule D-1) applicable to Year-2 ¢
shall be decreased by the difference between what James River actually paid to
PacifiCorp for electricity during during Year-1 and the amount it would have
paid if the cost of electricity had been such “Ceiling” amount.
®) ¢
: 4
Calendar Floor Ceiling
Year 'MWH MWH
1996 35.10 41.34
1997 36.51 42.99
1998 37.97 - 4471
1999 39.48 46.50
2000 41.06 48.36
2001 42.71 50.29
2002 4441 52.31
2003 46.19 54.39 d
2004 48.04 56.58
2005 49.96 58.84
2006 51.95 61.19
2007 54.04 63.64
2008 56.20 66.18 <
2009 58.45 68.83
2010 60.78 71.58
2011 63.21 74.45
2012 65.75 77.43
2013 68.37 80.53 ‘
2014 7111 83.75 .
2015 73.95 87.09

ected Camas Mill load factor
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INTERNAL CORRESPONDENCE

January 26, 1996

Ta: JERRY JONES
' 600 QUC
From: RICHARD C. WOOLLEY,
Centralia Plant
Subject:  James River Commercial Operation Date

For purposes of meeting agreements with James River, December 31, 1995, has been
extablished 25 the beginping date for billing under the agreement. For purposes of
recording cammercial operation for PacifiCorp, the date will be January 1, 1996.

el Steve Hastings - 2100 OUC
Bobl Seésrde <600 QUC -
Mark Mansfield - 2100 QUC
Dave Godfiey - 210 NTO

FORM 464
*%k TOTAL PRGE.BRE A%



: EXHIBIT A
Definitions

"Alfiliate” of a specified Person means any other Person that directly, or indirectly
through one or more intecmediates, controls, is controlled by or is under common control with the
Person specified, or who holds or beneficially owns 10% or more of the equity interest in the Person
specified or 10% or more of any class of voting sccurities of the Person specified,

"Apphicable Laws” means all Laws which are applicable to or atfect the construction,
testing, operation, maintenance, ownership, leasing or use of the Premises, the Facility or the
Improvements, including any zoning, environmental protection, pollution, sanitation, salety, siting or
building Laws, and any waiver, exemption, variance, order, Permit, authorization, nght or license of,
from or imposed by any Governmental Authority.

"Applicable Permit” means any Permit, including any zoning, environmental protection,
pollution, sapitation, OPUC, WUTC, safety, siting or bullding Permit, {i) that 5 necessary {0
construct, test, operate, maintain, repair, own or use the Project or the Premises as contemplated by
the Project Agreements, 1o sell Electricity therefrom, o enter into any Project Agreement or to
consummate any transaction contemplated thereby, or (i) that is pecessary so that peither James
River nor any Affiliate or Subsidiary may be deemed by any Governmental Authority 10 be subject
to regulation under the FPA or PUHCA or under any state laws or regulations respecting the rates
oy the financial or organizational regulation of utilities as a result of the construction or operation
of the Project or the sale of steam and so that PacifiCorp is not subject 1o regulation under PUHCA.

"Available” means available for delivery by James River with a present ability to deliver
at the Interconnection Point.

“Bankruptey Event” means, with respect o any Person, that such Person shall have
filed a voluntary petition in bankruptey, or shall have been adjudicated a bapkrupt or insolvent, or
shall bave filed apy petition or apswer seeking any reorganization, arvangement, composition,
readjustment, liquidation, dissolution or similar relief under any present or future statule or law
relating to bankruptcy, insolvency, or other relief for debtors, whether federal or state, or shall seek,
consent (0, of acquiesce in the appointment of any trustee, receiver, conservator or liquidator of such
Person or of all or any substantial part of its properlies, or a court of competent jurisdiction shall
have entered an order, judgment or decree approving a petition filed against such Person secking any
reorganization, arrangement, composition, readjustment, liguidation, dissolution or similar relief under
any present or future statute or law refating to bankruptey, msolvency or other rehief for debtors,
whether federal or state, and such Person shall have consented o or acquiesced in the entry of such
order, judgment or decree, or the same shall have remained vpvacated and unstayed {or an aggregatu
of sixty (64)) days from the date of entry thercol, o any trustee, weeiver, conscrvator o liquidator
of such Person or ol all or any substantial part ol s properties shall have been appointed without
the consent of or acquiescence of such Person snd such appoiniment shall have remained unvagied
herem. shall include the failure 1o file & petiton or moton to vacate or discharge any order, judgmoen
of decree providing for such appointmem within the tme specified by faw,
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"Business Uray" means any day other than a Satarday, Sunday or other day on which
banks ane authorized to be, or are generally, closed in Washipglon State.

"Calendar Year" means any period beginning on a January 1 and ending on a
December 31,

"Casualty” means any loss or destroction of or damage to the Project (until and
including the Commercial Operation Date) or the Facility (after the Commercial Operation Date)
resulting from any act of God, fire, explosion, carthquake. aceident, or the elements, whether or o
covered by insurance and whether or not caused by the {ault or negligence of any Person or its
employees, Agents, CoONLraclon or visitors.

"Change in Law" means a change in any Applicable Law after the Ellective Date.

“Change Order” means a change order under any Construction Conltract, regardiess
of by whom initiated.

"Commercial Operation” means the state of the Faaility on the Commercial Operation
Date.

"Cammercial Operation Date” means the Commercial Operation Date delermined
pursuant to Section 6.3(g) of the Development Agreement.

"Confidentiality Agreement” means the Confidentiality Agreement dated July 10, 1991

Development Agreement.

"Construction Contracts” means all agrecments, contracts, purchase orders or sitilar
agreements for (a) archilectural, engineering, design, testing or consulting senvices for the Project,
(hY the procurement of all equipment, machinery, supplies and matenals for the construction of the
Project and (c) the construction of the Project, including construction of all improvements and the
installation of all equipment and machinery (orming a part of the Project.

"Contract Year" means the Initia) Contract Year (as one Contract Year) and
thereafter each twelve-month period beginning on the first day after the Innial Contract Year or afier
the previous Contract Year, as the case may be,

"Coptractor” or "Contractors” means collectively the Persons with whom James River
or PacifiCorp shall enter into a Construction Contract.

“Default Rate" means the Prime Rate plus two percent (29%). However, under no
cireumstances shall the Default Rate exeeed the maximum interest rate allowed by then applicable

Jarwe,

"Development Agreement” means the Camas Development, Construction, Operation,
and Sleam Supply Agreement dated as of Japuary 13, 1993 between James River and PaciliCorp

"Rasements” means the easements stamed pursuant o Artcle 11 of the Lease, e

cheseribed in Exhibi O oo the Lease,
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"Etfective Date” means the date upon which all of the condiuions precedent o the
ctfectiveness of the Development Agrecment, as described in Article 2 thereof, have been satisfied
or waived by the party whose obligations are subject to such conditions.

"Electricity” has the meaning given in Scotion 7.1(b) of the Development Apreement.

"Blectricity Meter® has the meaning given in Section 7.9(b) of the Development
Agrecment,

"Emerpency” means any circumstances: (1) which may arise and constitule a serious
hazard 10 the safety of, or a matenal interference with the safe or economic operation of, the Mill,
the Facility, or PacitiCorp’s electric system, or which throatens the health or safety of any person, and
(i} which require immediate action by James River or PacifiCorp.

“Fmergency Oulage” means any Emergency causing James River, i its reasonable
judgment, to conclude that continued delivery of Steam would result in material physical damage to
the Mil} or signilicant economic foss 1o James River's business conducted at the Mill.

"Event of Default” bas the meaning given in Section 13.1 of the Development
Agreement,

“Extended Term" bas the meaning given in Section 3.1 of the Development
Agreement. '

"Extraordinary Maintenance” means all Maintenance resuliing from a Casualty.

"Facility” means the cogeneration facility 1o be developed, constructed and operated
pursuant to the Development Agreement and other Project Agrecments, including any enhancements
made pursuant to Section 3.3 of the Development Agreement, and the Easements.

“FERC" means the Federal Energy Repulatory Commission and 1ts successors.

"First Mortgage Indenture” means the Mortgage and Deed of Trust from PacifiCorp
(Successor 1n Interest to the Corporation Formerly Known as Pacific Power & Light Company) o
Muorgan Guaranty Trust Company of New York as Trustee, dated July 1, 1947, and/or the Mortgage
and Deed ol Trust from PacitiCorp to Morgan Guaranty Trust Company of New York, Trustee,
dated January 9, 1989, each as amended or supplemented from time to time.

"Force Majeure Event” has the meaning given in Section 9.1 of the Development
Agreement,

"FPA" means the Federal Power Act.

"Gias Turbine Project” means a [uture gas turbine generator and associated heat
recovery steam generatar designed o replace the steam generating capacity of the Mill's existing
power boer.

"Governmental Authority” means any aatonal. state or local government, any politica!
subdivision thereol or any other governmental, quasi-governmental, judicial, public or statitory

L
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instrumentahity, authority, body, agency, bureau or entity (including agy zoning authority, FERC, 1he
OPUC, the WUTC, any pablic atility commission of any other state having jurisdiction, and (he
Securities and Exchange Commission) or any arbitrator with sathority to bind a party at law,

"Hazardous Substance” means any hazardous or toxic substance, material or wasie
which is or becomes regulated by any Governmental Authority. The term "Hazardous Substance”
shall include any substance that at any time shall itsell be listed or contiin a component that is lsted

§ "hazardous,” "extremely hazardous” or "toxic” in, or tn any of the regulations wnplementing, the
(" nmpwhmmw Environmental Response, (_,mnpenmlmn and Linbility Act (42 U.5.C, § 9601, et seq.).
the Resource Conservation and Recovery Act (42 LLS.C 8 6901, et seq ), and any other federal,
state, or local legislation or  regulations applicable l.n the subject property, which govern (a) the
existence, cleanup and/or remedy of contamination on property; (b) the protection of tiw
enviranment [rom soil, air or water poliution or from spilled, deposited, or otherwise emplaced
contapination; {¢) the emission or discharge of hazardous substance; (d) the control of hazardous
waste: or {¢) the use. gencration, transport, treatment, removal or recovery ol hazardous substances:
including building materials; or any substance which has been or shall be determined al any time by
any Cevernmental Authority to be a hazardous or toxic substance regulated under Apphicable Law.
The term "Hazardous Substance” shall also include raw materials, building components, the products
ol any manufacturing or other activities on the subject property, wastes, p{:li‘()lwum and 'spwi;;]

seq.).

“Imposition” means any real estate taxes, personal properly taxes, special assessments
and other governmental charges, general or special, ordinary or extraordinary, unforeseen or foreseen,
of any kind and pature relating to the Premises and/or the Project (until and including the
Commercial Operation Date) and/or the Facility (after the Commercial Operation Date) or any
similar tax which is now or hereaflter levied, assessed or imposed upon Lessor by the State of
Washington, or by any political subdivision thereof, or which Lessor is now or hereafter otherwise
reguired by said State ot such political subdivision to pay, with respect to the use or occupancy of the
Premises, the Easements or the Equipment or with respect to Lessor’s ownership of the Premises,
the Easements or the Equipment.

"Improvements” means the improvements to the Mill o be designed and constructed
concurrently with the Facility, as turther described in Exhibit H to the Development Agreement.

"Indemnified Persons” has the meaning given in Section 8.2(a) and 8.2(b) of the
Development Agreement.

"Initial Contract Year” means (i) in the event that the Commercial Operation Dawe
1 not the Orst day of a month, the period beginning on the Commercial Operation Date and ending
on the last day of the twelfth month after the month which follows that in which the Commercial
Operation Date occurs (e, if the Commercial Operation Date were March 12, 1996, the Inital
Contract Year would extend from March 12, 1996 through March 31, 1997) and (i) in the event Ut

the Commercial Operation Daste &5 the fist day of the month, the period beginning on the

Commercial Operauon Date and ending on the dast day ol the tweltth month after the month i
which the Commercial Operation Date occurs,

“Tames River" means Yames River Paper Company, Toc, a Virginia corporation.
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"Law" meang any valid jaw, rule, regulation, ordinatce, order, code, judgment, decree,
injunction, permit or similar norm or decision of any Governmental Authority having jurisdiction over
the matter in question,

“Lease” means the Lease dated as of Yanuary 13, 1993 between James River as 1essor
and PacifiCorp as Lessee, in substantially the form of Exhibit ] to the Development Agrecment.

“Lessee” means PacifiCorp as lessee under the Lease.
“Lessor" means James River as lessor under the Lease.

“Lien” on any asset means any mortgage, lien, charge, security interest or other
encumbrance upon such asset or any part thereol or interest therein.

"Mainlenance” means the maintenance, overbaul, repain, reconditioning, replacement,
refurbishing or upgrading of the Facility as reasonably necessary 1o keep the Facility in good
condition and working order apd in complance with all Applicable Permits, inctuding Routipe
Maintenance, Major Maintenance and Extraordinary Maintenance,

"Major Maintenance” means (i) the Facthity’s magor  periodic  overhauls  as
recommended by the relevant equipment manufacturer, (i) the Facility's annual inspection and
related repairs, (1) Madntenance costing $150,000 or more for any one repair or expenditure or
related group of repairs or expenditures required to keep the Facility in good condition and running
in a safe and efficient manner, and {iv) Extraordinary Maintenance. The above dollar figure is
intended to include all costs associated with such overhaul, repair, or expenditure or such group of
overhauls, repairs or expenditures, including Mill {abor, contract labor, spare parts, apd other
materials. The above dollar figure shall be adjusted upward by 4% each Contract Year.

"Materials and Supplies” means materials and supplies not normally considered spare
parts or required in copnection with Major Maintenance, which have individual value of not more
than $10,000 and are directly related to and reasonably necessary for the safe and efficient operation
of the Facility in accordance with Prudent Mill Practices and Applicable Law,

"Mill" has the meamng given in Recital A of the Development Agreement.

“Mill Closure” has the meaning given in Section 3.2(a) of the Lease.

"Mill Site” means all of Lessor's land situated in Camas, Clark County, Washington,
excluding the Premises leased to Lessee under the Lease.

"Month” means @ calendar month or, il the Term expires on a day other than the {ast
day of a calendar month, the applicable partial calendar month, in which latter event, all  items
determined with respect to a Month will be appropriately provated for such partial calendar month.

“month,” "day" and "yvear" mean a calendar month, day and year, respectively.

"Operating Committee” hag the meantng given in Section 0.3 of the Development

Aprecment,
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“Operating, Plan” has the meanmg gven in Section 6.1 of the Development
Agreement.

"OPUCT means the Oregon Poblic Wtilities Commission,

"P2 Scope and Estimate” means the Project Scope and Canstruction Estimate dated
August 29, 1992

"P3 Scope and Estimate” means the Project Scope and Construction Estimate dated
December 31, 1992,

“PacifiCorp” means PacifiCorp, an Oregon corparation. )

"Permit” means any waiver, exemplion, vanance, franchise, permil, authorization,
ficense or similar order of or from any Governmental Authority having jurisdiction over the mater
N gueston.

"Permitted Encumbrances” means those liens, encuwmbrances and other malters set
forth on Exhibit D to the Leasse, ,

"Permitted Liens" means: {a) the rights and interests of the Lessee and/or the Lessor
as pmwdc:d in the Project Agreements: (b) any Lien for taxes with respect 1o which Lessor or Lessce
shall in good faith contest by appropriate proceedings the validity or the amount, provided such
contest does not involve any imminent danger of the sale, forleiture or loss of the Premises or
Lessee's leasehold estate in the Premises, the Facility, the Lmprovements or any part of any of them;
{¢) mineral rights without right of surface entry, the use and enjoyment of which do not materially
interfere with the use and enjoyment of the Premises, the Facility, the Mill or the Mill Site;
(d) inchoale mechanic’s liens for which po claim of lien has been filed; and (¢) Permitted
Encumbrances.

“Person” means any individual, corporation, partnership, joint venture, association,
joint-stock company, trust, untpcorporated orpanization or governmental body.

"Persons  Potentially Liable" bas the meaning given in Section 8.4(b) of the
Development Agreement.

"Phase 1" means a period of tme commencing on the Effective Date and ending on
the Commercial Operation Date, uniess James River and PacifiCorp mutually agree otherwise in
Writing.

"Fh:v;r;: II" means the pc‘;riﬂd nf tinw Cm‘mmnc-im: on the day following the Commercial

Plans and Specificatons” moeans the plans and specifications far the  design,
enpincering and construction of the Project, as developed  pursuant to Scotion 5.2 of the
Pevelopment Agreement.

“Premises” has the meaning given i Seoiion 2.1 ol the Leasc,
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"Primary Project BEngineers” means the Harrls Group or, if James River determines
that the Harris Group shall not be the Primary Project Engineers, such other engineering firm as shall
be selected by James River and PactfiCom.

"Prime Rate" means the interest rate announced from time (o time by Bank of
America National Trust and Savings Association as its "Prime Rate," as such Prime Rate shall change
from time to time.

"Project” means the Facility and the Improvements.

"Project Agreements” means the Development Agreement, the Lesse, and the
Transmission Line Sale Agreement. :

"Project Manager” means the project manager or managers of each of James River
and PacifiCorp designaled pursuant to Section 3.5 of the Development Agrecment,

“Project Schedule” means the schedule for developing and constructing the Project
as set forth in Exhibit B © the Development Agreement.

“Prudent Mill Practices" means the practices, mothods and acts engaged in or approved
by a significant portion of the pulp and paper industry with respect to the construction, operation,
maintenance and repair of pulp and paper mills of a size comparable to the Ml that, at a particular
time, in the exercise of reasonable judgment in light of the facts known or thal reasonably should
have been known at the time a decision was made, would have been expected to accomplish the
desired result in a manner consistent with law, regulation, reliality, safety, environmental protection,
economy and expedition,

“prig” means pounds per square inch gauge.
PUMHCA" means the Public Utlity Holding Company Act of 1935,
"Reports” has the meaning given in Section 6.3(h) of the Lease.

"Routine Maintenance” means all maintenance wlhuch is not Major Maintenance,
including scheduled and unscheduled maintenance, and maintepance of a regular and minor nature,
including preventive maintenance, that must be performed periodically to keep the Project in working
order, including lubrication, repacking of valves, minor leak repair, adjustments, calibrations,
replacement of consumables and similar work, and general housekeeping and cleaning,

“Royalty Schedule” has the meaning piven in Section 7.1(b) of the Development

Agreement.

“Schedule A Permits” has the meaning given in Section 4.2 of the Development

Agreement.

"Scheduled Outage” means an outage of the Mill or the Factity scheduied as part of
the Mill's, or the Facillity’s, annual maintenance schedule.
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"Sepior Offeer” means the Chairman of the Board of Dircotors, the Chiel Executive
Otlicer, the Chiel Operating Officer, the Chief Financial Officer, the President, a Senlor Viee
President or an Executive Vice President ol a corporation or the equivalent positon of a substantial
pperating division thereof.

“Steam" means steam produced by the Mill and delivered by James River at the
Interconnection Point pursuant to the Development Agreement at a pressure ol not less than 570
psig nor more than 630 psig (measurcd at the high prossure side of the steam torbine generator
throttle) and a temperature of not less than 735°F nor more than 765°F and with a minimum purity
of 20 ppb sodium and 0.2 mhojom cation conductivity,

"Steam Delivery Point” means the phyeical puint at which interconnection is made
between the steam delivery system of the Mill and the Facility,

"Steam Return Point”™ means the physical point at which interconacction is made
between the return steam output of the Facility and the Mill.

“Subsidiary” ol any Person means any corporation of which such Person owns, directly
or indirectly, more than ten percent (109) of the voung shares thereof, or otherwise  controls.

"Supplemental Agreement” has the meaning given in Recital B of the Development

Agrecment,

"Term™ has the meaning given in Section 3.1 of the Development Agreement.

\\\\\

Sale Agreement,

"Transmission Line Sale Agreement” means the Transmssion Facilities Purchase,
Fasement and License Agreement dated as ol January 13, 1993 between PacifiCorp and James River,
in substantially the form of Exhibit 1 to the Development Agreement.

“Uriities" means the services provided by Persons other than James River that are
necessary for the operation of the Project, including natural gas service and connection eguipment.
potable water service and facilities, sewer facilities, electrical power imterconnection and telephone
and telecommunication service and faclities.

"Waste Water Treatment” means the treatment of all waste water and other liguid
effluent discharged by the Project to conform to the requirements of all Applicable Laws and
Applicable Permits.

"WUTC means the Washington Utility and Transportation Commission.




RULES OF INTERFRETATION

{a) The singular includes the plural and the plural includes the singular,

() "or" 15 not exclusive.
() A reference (0 a faw includes any amendment or modification to such law and

all regulations promulgated thercunder.

() A reference to a Person includes its permitted successors and permitted
Assigns.
{e) Accounting terms have the meanings assigned to them by genorally accepled

|

accounting principles applied on a consistent basis by the accounting entty to which they reler.

() The words "Include”, “includes” and “including” are not limiting,
() A reference in a document o an Article, Section, Exhibit, Schedule, Annex

or Appendix is to the Article, Section, Exhibit, Schedule, Annex or Appendix of such document
nnless otherwise mdicated,

{h) References (0 sny document, instrument or agreement (a) shall include all
cxhibits, schedules and other attachments thereto, (b shall include all documents, imstruments  or
agreements issued or executed in replacement thereof, and (¢) shall mean such document, instrument
or agreement, or replacement or predecessor thereto, as amended, modilied and supplemented from
time to time and in effect at any given time.

{1) The words "hereof,” "herein” and "hercunder” and words of similar import when
uged in any document shall reter 1o such document as a whole and not to any particular provision of
such document.
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Exhibit B 1o
. Development Agreement

Project Schedule
{See attached.]
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EXFOBIT C = PROJECT BLIDGET

JAMES RIVER CORPORATION

CAMAS, WASHINCGTON

STEAM TURBINE GENERATOR

Project Final P-3 Scope and Estimate

Dated Decemnber 31, 1992 $51,000,000
)
James River Development Costs 250,000
PacifiCorp Development Costs 250,000
) PacifiCorp Construction Qversight 250,000
PacifiCorp Additional Project Costs {a)
PacifiCorp AFUDC (b,c ‘ 7,162,000
Total Project Budget $58,912,000
a. PacifiCorp’s Additional Project Costs to be included in the Project Budget will be actual
expenditures in support of the Project, e the cost of providing Builder's Risk Insurance, Upon the
mutual agreement of the parties, the cost of acquiring the transmission line in pocordance with
Exhibit | may be included in this category in bieu of compensating James River for the line outside of
) this agreement and assessing James River use-of-facilitics charges.
b, PactfiCorp’s Allowance For Funds Used During Construction (AFUDCO), sornetimes referred to as
Interest PDuring Construction, for the Project will be calculated at an annual rate of 10.5%. AFUDC
is compounded seven manths after start and every six months thereafter. Each period, one-half of a
month’s AFUDC is computed on the current period expenditure. Additionally, a full raonth’s
} AFUDC is computed on the capital cost balance outstanding at the beginning of the period. AFUDC
accrual will end on the commercial operation date of the Iroject.
c. The §7,162,000 of AFUDC shown above was determined based on the assumed Project cash flow
inclucded on the following table. The total cash flow is consistent with the non-AFUDC expenditure
J totals shown above, Le. no estimated expenditures for PacifiCorp Additional Project Costs were

included. A commercial operation date of December 31, 1995 was also assumaed.



MONEH
(M

Jan-83
Feal-93
Mar-93
Apr-93
May-43
Jun-83
Jul-83
Aug-53
Sep-93
Oct-23
Noy-93
Dac-93
Jan-94
Fab-54
Mar-94
Apr-94
May-94
Jun- 84
Jul-94
Aug-94
Sop-94
Ort-54
Noy-94
Dac.-04
Jan-95
Fob-95%
Mar-9%
Apr-45
May-95
Jun-95
Sul-95
Aug-85
Sep-95
Q-85
Nov-95
Do-95
Jan-06
Feh-06
Mar-96
Apr-96
TCITAL

CAPITAL COST PACIHCORP CAPITAL COST CARITAL GOST

PACIFICORP ELECTRI OPERATIONS
CALCULATION OF ALLOWANCE FOR FUNDS UBED DURING CONSTRUGTION
PACIFICCORPLAMER RIVER CAMAS COGENERATION FACILITY
THOUSANDSE OF DXOLLARS
JAMUARY 11, 1993

AFUDG CALCULATICN

CLRFENT

EXCLAFUDC  ARUDC  INCLARUDC  BALANGE CAPITALCOST CASHEASE AFUOC GBALANCE BASE ARUDY

{2)

507
507
507
40
740
740
1,473
1,373
1,373
1,340
1,340
1,340
1,107
1,107
1,107
1,240
1,240
1,240
1,207
1,207
1,207
1.607
1,607
1,607
1,907
1,907
1,807
2,240
2,240
2.240
2,573
2,573
2,572
1,07
1,673
1,073
337
337
as7

Q
51,750

NOTE: 10.50% AFUIRC RATE

(33
7
'?
11
17
]
29
40
52
64
I£:)
a7
99
113
122
133
143
154
16%
183
183
204
AR
230
244
2
aay
a04
322
342
a6
389
421
444
460
459
479
Q
{3
Q

Q
1,162

(4}

K09
513
LA Y]
Yiixs
163
769
1,413
1,425
1,437
1,415
1,427
1,430
1,220
1,230
1,259
1,383
1,354
1,408
1,385
1,400
1,410
1,823
1,837
1,851
R Y
2,184
2211
2,562
2,582
2,601
i Vs
2,995
3017
1,533
1,543
1,662
37
337
337

R
58,012

{11}

g;mmm‘-sw-ec'zmmmmwummmmmm@c}mwumwm

10

CAGH PASE ‘ ,
CLRRENT TOTAL  MONTHLY AFUOG  AFUDG MONTH

(5) {6 {7 (8) (9) (o)

0 507 s07 2 o 0
507 507 1,014 7 9 B
1,015 507 1,820 114 20 0
1,580 T40 2.260 17 as 0
2,260 TAD 1,000 23 &0 o
2.000 740 8.740 28 84 0
3,740 1,373 5113 40 40 B
£.113 1,373 6,487 52 01 BY
6,487 1,373 7,860 64 155 89
7,860 1,340 9,200 75 230 By
9,200 1.340 10,540 Ay 317 89
10,540 1.340 11,880 99 416 89
11,880 1007 12,987 112 113 Bos
12,987 1,107 14,003 123 236 &05
14,093 1,107 15,200 134 360 505
15 200 1,240 16,440 143 512 505
16,440 1,240 17 BBO 154 BES 506
17,680 1,240 18,920 166 B0 EDS
18,920 1,207 20,127 1893 183 1,338
20,127 1,207 21,833 193 76 1.335
21,333 1,207 22,540 204 579 1,335
22 540 1807 24,147 216 Y85 1.336
24 147 1,607 25, 15y 230 1.025 1,335
25, 753 1.607 37,360 244 1,269 1,335
27,360 1,907 29,267 271 271 2,604
20,267 1,907 31,1748 2R7 558 2.804
34,173 1,907 44,080 g4 BE2 2,604
33,080 2.240 456,320 322 1,184 2,604
35,320 2,240 a7 560 347 1,505 2,604
37,560 2,240 39,800 361 1,887 2,604
39,800 2,574 42,473 399 399 4,480
42,373 2 573 44,947 az1 B0 4,490
44,947 2,573 47,520 444 1,864 4,480
47,520 1,074 48,693 460 1,724 4,480
48,593 1,073 A8 B6T 469 2193 4,490
49 8667 1,073 50,740 479 2.671 4,490
50,740 437 64,077 0 a 7162
5¢,077 azy 51,413 0 o 7167
51,419 a87 51,750 0 0 7,162
51,750 Q 51,750 Q 0 7.162

51,750 7,182

_J
|




EXHIBIT 1

il

Rovalty Schedule

Payments made for Electricity produced by the Facility shall be determined pursuant
to this Exhibit . All references to MWH produced by the Facility refer to Electricity
measured pursuant to Section 7.9 of the Development Agreement.

Payments during Startup ,

The following rates will be paid for Electricity production prior to Commercial
Operation of the Facility.

. $27.83 per megawatt-hour (MWEHD for the first 100,000 MWH produced
. $18.06 per MWH for production in excess of 100,000 MWH

Payments beginning al Commercial Operation

Royalty payments to James River for the production of Electricity after Commercial
Operation shall be determined pursuant to &chedules D1 and D-3 utilizing the
values in Schedule D-2. Schedule D-1 shall be completed monthly reflecting the
actual generation of the Facility during the prior month and any deemed generation
pursuant to Section 7.1(c). }arneb River will not receive a royalty payment during a
Contract Year until the Revenue Requirement (Line 12 Schedule D-1) has been
satisfied for such Contract Year. The values in locations identified by a “Y” o
Schedule D-1 will be completed at the beginning of each Contract Year and the
values in locations identified by a “M” will be completed monthly.

Four illustrative example Schedule D-1's follow Schedule 0-3:
1. Contract Year: Ist; Commercial Date: Decernber 15, 1995; Capital Cost: $59,399,000;

Contract Year Energy Generation: 390,000 MWH; Prior Contract Year Revenue
Balance: Not Applicable (1st Contract Year)

P

Contract Year: 1st; Commercial Date: January 10, 1996; “a‘pital Cost: $60,250,000;
Contract Year Energy Generation: 390,000 MWH; Prior Contract Year Revenue
Balance: Not Applicable (1st Contract Year)

3. Contract Year: 4th; Commercial Date: December 15, 1995; Capital Cost: $59,399,000;
Contract Year Energy Generation: 350,000 MWL 2nd Contract Year Ending
Revenue Balance: zero; 3rd Contract Year Ending Revenue Balance: $1,000,000;

(£

Revenue Balance Interest Rate (Prime minus 1%): 7%



4. Contract Year: 4th & 5th; Commercial Date: December 15, 1995; Capital Cost:
$59,399,000; 4th Contract Year Energy Generation: 270,000 MWH; 5th Contract
Year Energy Generation: 350,000 MWH; 3rd Contract Year Ending Revenue
Balance: $1,000,000; 4th CY Revenue Balance Interest Rate (Prime minus 1%):
7%; 5th CY Revenue Balance Interest Rate (Prime minus 1%): 8%; Force Majeure:
5 months (June 1, 1999 - October 31, 1999) L




EUHIBT &, SCHEDULE D
ROYALTY PAYMENT CALCRL ATION
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1)

2)

4)

Schedule -1 Notes

Contract Year « As defined in Exhibit A, “Definitions.” The first Contract Year
is also called the Initial Contract Year. : !

Contract Year Capital Cost Basis - The final roject Budget, accounting for all
Change Orders and AFULX in accordance with Section 5.6(b).

At the beginning of each Contract Year, there shall be added to the prior
Contract Year's ending Revenue Requirement Balance (prior CY's ending
Line 20 Schedule D-1), if any, an amount calculated in accordance with Lines
£ -10 on Schedule D-1. The interest rate used in Line 9 shall be the Prime Rate
minus 1%. The Prime Rate utilized for this caiculation shall be the average
Frime Rale as reported in the Wall Street Journal, or other mutually
agreeable source should the Wall Sireet Journal no longer exist or report such
information, during the prior Contract Year, .

If the current Contract Year follows a Contract Year without a beginning
balance in Line § Schedule D-1, the inierest rate used in Line 9 Schedule -1
shall be one-half (1/2) the rate described above. {See illustrative example #3)

If Line 12 of Schedule 11 at the beginning of any Contract Year ever equals or
exceeds the anticipated Project Revenue for the following three vears utilizing
the assumptions prescribed in Section 3.2(a) of the Lease, PacifiCorp shall
have the rights and remedies provided in Section 3.2 of the Lease, provided
that James River may at any time bring the balance current through a cash
payment to PacifiCorp.




SCHEDULE -2
. ;
Tofal | Capital Major
Calendar Cont I Crntract Recovery Maintenance
Year {S/MWhHY () | Yepar Factaor () Allowanee (&)
|
1856 41.14 ! 1 21.37% $300,0u0
1897 45 31 | 2 20.55% £312.600
1888 43,77 | 3 19.65% $324.4840
1989 45 83 | 4 18, 7B% $337.459
2000 i 4515 | 5 17.94% 350 857
2001 45 28 | 8 17 12% 364,995
2002 47.10 [ 7 16.32% $379,595
2003 48.64 i g 15 64% £304,7749
2004 52.33 i 9 1A T T 410 570
2005 56.48 | 10 14.01% $426,993
2006 he.B2 ! 11 13.24% 444,073
2007 59.85 | 12 12.47% 467,836
2008 83,47 | 13 11.71% $480,309
2009 73.4p g 14 10,94% $499,521
2010 74.49 | 15 ‘ 10.17% 8519 502
2011 TRTE | 16 D.41% $540 2802
2012 82.76 | 17 8.64% $561,897
20713 B7 .41 i 18 7.88% $584.369
2014 ag.76 | 19 T.1% $607,744
2015 97.76 | 20 6,34 % $EIL.054

a. Energy produced afler commarcial operation in 1995 will be valued at the 1996 Total Cost
rate. Energy produced afler 20185 during the initial 20 contract years will be valued at the
2015 Total Cost rate.

b, Shown as the percent of the Project Budget as amended pursuant to Section 5.6(0) to reflect
the actual capital ¢ost of the Project.

o, Major Maintenance alowance s fixed by Contract Year and is not subject to adjustment

based on the actual cost of Major Maintenance,



EXHIBIT 1 - SCHEDULE D-3

If at the end of Contract Years 1 through 19, the average annual retail price .
(*AARP”) for electricity paid by James River to PacifiCorp under the applicable tariff -
" falls outside the ranges set forth below as applicable to such Contract Year (“Year-1"),
the royalties paid to James River during the following Contract Year, (“Year -2") shail
be adjusted as follows: : '

{a)  If the AARP exceeds the “Ceiling” amount applicable to Year-1, as indicated

below, the Revenue Reguirement (Line 12 Schedule [D-1) applicable to Year-2
shall be decreased by the difference between what James River actually paid to
PacifiCorp for electricity during during Year-1 and the amount it would have
paid if the cost of electricity had been such “Ceiling” amount.

{h If the AARP falls below the “Floor” amount applicable to Year-1, as indicated 4
below, the Revenue Requirement (Line 12 Schedule D-1) applicable to Year-2 '
shall be increased by the difference between what James River actually paid to
PacifiCorp for electricity during during Year-1 and the amount it would have
paid if the cost of electricity had been such “Floor” amount.

Calendar Floor Celling
Year ($/MWED  ($/MWH)
1996 35,10 41.34
1997 36.51 42.949
1998 3797 4471
1999 39.48 46.50
2000 41.06 48.36
2001 4271 50.29
2002 44 41 5231
2003 46.19 54.39 d
2004 48.04 56.58
2005 49.96 58.84
2006 51.95 61.19
2007 54.04 £.3.64
2008 56.20 66.18 P
2009 58.45 6883
2010 60.78 71.58
2011 63.21 74.45
2012 65.75 77 43
2013 68.37 B0.53
2014 7111 8375
2015 73.95 &7.0%

The above floor and celling values are specific to an expected Camas Mill load factor
of 88%. If the actual load factor is other than 88% for Year-1, the floor and ceiling
vajues may be adjusted in a manner consistent with the retail tarifl in effect dum‘w

Year-1. .

There shall be no true-up at the end of the rwentieth (20th) Contract Year.
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RIUSTRAATINE EXAMPLE 2 - EXH®T 5, SOPEDARE B
ROYALTY PAYMENT CALCIE ATION

LE LHE
Bad e ACBIERIATION,
1 i 7 DRG0 S FrE BUGRINNG OF BT
O CONTAACT YRAR
& Fte 00 OF LAOHTH
FAHDR O AEVENIE BALAMCE i3 E b FTX YEAR TG OATE
3 Fan-07
4 TG
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BLUSTHATIVE EXAMPLE 3 - EXHIBIT O, SCHEDULE 041
ROYALTY PAYMENT CALCULATION

LINE iNE
el Ml
S A=EEy] 1 4 : TY RAIOR MAINTENANCE ALLCRARCE () ? 337,439 BCHRE REGHPNG TF MOTH
[ EXHBIT D, BCHETLE 28 _ Y, CCAFRALT YEAR
L BEGHMIS RO TH (005 4 Jan-498 BOR SROGE RONTH
BIaOR 0 AEVENUE SALANCE ) B VIln YEARTODATE
GY ENRRG RONTH (380 H 3 Dec-9%
ASVENUE BALANCE INTEREST AATE 3 5507
O CAPTAL SOST BARIE 4 59,395.000
FEEVEMUE Bai ANCE INTEREST 44 1ip 35,000
¥ CAPTAL HoCOVESY FATTOR -] 18.76% (IMNE S ZUNE ST
| ERsIRIT &, SCHEDULE 51
ADJUSTED REVENUE BALANCE [$} 1 3435 008
LY CARITAL RECOVYERY 1§ £ 15,155,832 §LHSE 3 = LINE 10
[LINE 4 X LINE S|
LY AEVENUE RECUIREMENT 15 12 PR SE iR BEF SE:
[LPES « LINE T+ UNE 11 ——
1¥7E
E
LCETRACT TEAR MONTHMD, i3 1 z 3 4 3 e 2 = a (8 ‘e 1e
14 Jan-34 Feb-G% Ma-39 Apr-33 Aay-84 Jur-9§ Jut-T% Rz 53 See-¥3 Tei- 92 Noy-33 Cuc-8%
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BAUSTHATIVE EXAMPIE 4{PAGE 1 OF It - E£XHIBIT O, SCHEDULE B
HOYALTY PAYMEMT CALLHLATION
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ILLUSTHATWE EXAMPLE £ {PAGE 2 OF 2] « EXHIIT D, SCHEDUGLE B
BOYALTY PAYMENT CALCULATION
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EXHIBIT E
INTERCONNECTION POINT

[To be agreed to by PacifiCorp and James River. |



EXHIBIT F

FORM OF ROYALTY STATEMENT

{To be agreed to by PacifiCorp and James River.]
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Exhibit € wy
Development Agreement

Comfidentiality Agreement

{See attached.]



CONFIDENTIALITY AGREEMENT
between
JAMES RIVER CORPORATION OF NEVADA
and
PACIFICORP dba PACIFICORP ELECTRIC OPERATIONS

James River Corporation of Nevada ("JR Corp”) and PacifiCorp Electric Operations
{"PEO") wish to explore PEO’s possible acquisition of the development rights for: 1)
certain existing cogeneration potential involving the development, construction
and operation of an approximately 50 average MW steam turbine generator (the
"Phase I Project”); and 2) future cogeneration installations, to be located at JR Corp's
manufacturing facilities near Camas, Washington.

In this regard, either party may provide business and/or technical information to
the other party which the party pmvxdmg the information may regard as
confidential and proprietary. The term "Confidential Information” shall mean all
business and technical information provided by any party, via documents that are
prominently marked with "Confidential Information” or similar indication of the
confidential and proprietary nature of the document, except for information that: (a)
already was in the receiving party's possession before receipt from the other party;
{b) is or becomes generally available to the public, by publication or otherwise,
through no fault of the receiving party; (¢) is or becomes available to the receiving
party, without restriction, from a third party who is legally entitled to provide such
information; or (d) was or is independently developed by the receiving party
‘without relying on any Confidential Information. For a period of four {4) years
from the date of this Agreement, no party shall, without the prior written approval
of the other party: 1) use any Confidential Information for any purpose other than
that first stated above; or 2) except as required by law or court order, voluntarily
disclose any Confidential Information to any third parties except for those who need
the information to assist any party with the preparation of other agreements,
documents or analyses which are determined by the parties to be necessary.

PacifiCorp dba James River Corporation
PacifiCorp Electric Operations of Nevada

Ey: W WM/ By: /r/’z:f‘)(qﬂf ‘fi“cwp
Diana Snowden A. (. Elsbree, Vice President &
Vice President Resident Manager, Camas Mill

Date: ;:'( //ﬁ / f/ Date: :7” / ifx/ 7 7;/ .............

PEO-RA Fuly 5, 1991
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[See attached.|




" EXHIBIT H_~ PROJECT IMPROVEMENTS

CAMASL, WASHINGTON

ATEAM TURRINE GENERATOR
TURBINE GENERATOR IMPROVEMENTS

CEfC File 2417-02

AR ESTIMATE - 12/31]9Z

SUMMARY
Purchases Labor Materials Totalk |
S1TE PREPARATION
02001 DEMOLITION 0 241,000 8] 241,000
i
. A
02002 RELOCATIONS 12,000 159,500 40, 3010 214,000
TOTAL SITE PREPARATION 17,000 400, 500 40, 500 4%3. 000
{
BUILDIRGS % STRUCTURED
02201 PIPE BRIDGE 94,500 9%, HOO 41,300 231,600
MODTFICATIONS
02202 EFFLUENT PUMP STATION 5,000 8,140 - 4,600 lé,ﬁﬂﬂ
ELECT. BUILDING
EXPANSION ‘
02203 STEAM PLANT PIPE 55,000 22,400 10,700 BH, 100
SUPPORTS
{
TOTAL BUILDINGS & STRUCTURES 155,400 126,300 56,600 338,300
PROCESS EQUIPMENT
02301 MO, 4 BRECOVERY BOILER 1,071,000 5,000 19,000 1,125,000
HODIFICATIONS
02307 M RECOVERY BOILER 1,221,000 B0, Q00 DEO000 1,298, 000
HODITTCATEOHS
D230 HO. A4 BECOVERY BOILER L 00 1H0 600 RV EATY LA, ann
.. FAI MOTOE DRIVE
U234 Mpo BECOVERY BOILEER T.D. 5%, 300 139 zon G 500 AT, 000

FaR MOTOR DRIVE




. 02504

.AR ESTIMATE - 12/31/92 Page 2
' {
Purchases l.abor Materials Tetal
p230% NO. 16 PAPER MACHINE 38,500 52,600 9,400 100, 500
LINESHAET MOTOR DRIVE
) 02206 BOILER FEEDWATER PUMP 33,000 15, 000 1, 000 51,000
DRIVE TURBINE
MODLFICATIONS
02307 ROILER FILL PUMP 10,000 4,500 300 15,000
] 07308 DEMINERALIZED WATER PUMP 34,100 3,500 ano I8, 400
DRIVE REFLAGEMENT
i
02309 EMERGENCY SETTLED WATER 4,504 3,000 Go0 ], 100
PIME MHOTOR REPLACEMENT
1 02310 NO. 1 HOTWELL M.D. FUMP 4,700 3,000 600 q. 100
MOTOR HEPLACEMENT
02311 ND. 2 HOTWELL WEST PIRMP 4,500 3,000 60 8,100
MOTOR REPLACEMENT
'. 02312 MO. & POWER BOILER 40,700 57500 600 06,800
MODIFICATIONS
02313 MpO RECOVERY BOILER 32,700 4, 000 1,300 43 000
ATTEMPERATOR ROOSTER
PUME
b TOTAL PROCESS EQUIFMENT 3,009, 300 462,800 156,000 3,628,200
SUPPORT SERVICES
]
0z%00 PIPING TO NO. 20 FAPER 34, 200 151,900 90, 300 276,400
MACHIRE
02501 PIPING 15%0 P51 17,500 106,300 33, 500 157,300
DLSTEIRUTION
’ |
02507 PIPING 75 FGE 57,000 183,000 111,700 THRT G0N0
DIETRIBIPION
02503 FIPING 40 PST 52,9040 202,800 Yos 300 ARA 0N
DISTRIBUTION
]
PIPING STEAM PLANT 4,500 2%, 300 32,200 126,000



AR ESYTIMATE - l2/3rlez

Page 3

Purchases Labhor Materials Toval

¢250% PIPING RO, 4 RECOVERY 900 4}, 300 8,400 50,800
BOTLER

02506 PIPING Mgh RECOVERY 2,100 67,900 14,300 7OA00
BOTLER

02510 PIPING INSULATIOH 0 307,900 147,000 GO AN0D

07520 MOTOR CONTEOL RQUIPMENT B8, 000 17,000 G, 000 111,000

02521 VARIABLE SPEED DRIVES 154,000 17,000 14,000 185, n00

|

02522 MOTOR WIRING 1,000 113,000 78,000 102,000

02523 CONTEOQL WIRING FOR MOTOR 0 57,000 26,000 a43,000
AUXILIARLES

02524 LIGHTING EQUIPHEMNT & 11,400 14,000 6,000 31,000
INSTALLATICON

02525 SERVICE & WELDING 0 7,000 3,000 10, 000
REGCEPTACLES

02526 MONTITORING/SUPPORT 1,000 3,000 1,000 5,000
SYSTEMS FOR BULLDING '
FACILITIES

02527 CONSTRUCTION POWER 0 5,000 2,000 7,000

02528 PROGRAMMARLE LOGIC B, 000 8,000 3,000 19,000
CONTROLLERS

07520 TNSTRIMENTATION FIELD 0 70,000 26, 000 96, 000
WIBTHNG

02530 GROUNDING Q 2%, 000 9,000 34,000

02531 SWITCHGEAR 309, 000 22,000 5,000 356,000

0725372 THANATORHMERS 180,000 20,000 10,000 210,000

025350 SURSTATEON EQUIPHENT TREG . QD0 g, 0ng ( 104,000

Q2537 HMEDTUN VOLTAGE POWER 0 278,000 71000 BAD 0N
FEEDLRS

02538 LOW VOLTAGE FOWER 0 1%, 000 T2, 0o 27000

FEEDERS




. AR BSTIMATE - 12/31/92 Page 4
' !

Purchases Labor Materials Total

02543 INSTRUMENTATION MO. 3 28,600 4,300 BOO 33,500

POWER BLR., NO.3 REC,
BLE. & N, 4 P.B

)
07542 INSTRUMENTATION HO. 4 37,400 13,100 1,700 47,200
RECOVERY BOILER
02543 THSTRUMENTATION MgO 40,300 15,800 3,500 59,600
) RECOVERY BOILER
02544 IHSTRUMENTATION BATCH 45,300 14,500 4,400 64,700
DIGESTER & PANDIA
DIGESTER
02545 INSTRUMENTATION MO, 1 B, 400 2,200 500 11,100
[ AND 2 EVAPORATORS
02546 INSTRUMENTATION MpO BOO 2,900 900 5L, 400
EVAPORATORS
02547 INSTRUMENTATION NO. 4 7,200 1,300 0 8,500
,' CONCENTRATOR
02548 INSTRUMENTATION NO. 16 & 5, 200 3,500 1,300 10,000
NO. 20 PAPER MACHINES '
02570 PAINTING 0 7,000 23,000 10, 000
) 02571 CLEANUP 0 20,000 0 20,000
02590 SPARES 351,000 0 0 351, 000
TOTAL SUFPORT SERVICES T1.622,000 1,969,200 1,963,600 4.83% 800
]
TRDIRECT GOSTR
A2B10 STARTUP 15,000 0 0 1%, 000
)
02840 EWCINEERING 1,656, 600 0 0 1. 656,600
NZE5N PROJIECT MANACEMENT 364,000 0 f 164 (00
OIB60 CONSTRUCTION MANAGEMENT 267,804 0 0 267,800
. 02870 SALES TAX 364,700 274,900 113, 700 703,300



AR ESTIMATE - 12/31[/92 Page 5
[
Purchases Labor Materials Tatal
TOTAL INDIRECT QO5TS 2,668 100 224,904 113,700 2,806,700
q
CONTINGENCIES
N2900 CONTINGERCY 653, 500 286,300 144, B0O0 1,084,600
TOTAL CONTINGENCIES Go3, 500 286,300 TH4 . BOG 1,084, 600 N |
. .
ESTIMATE TOTAL 7,92@,3{10 IL.470,140 1,755,200 13,149,600 ¢




CAMAS, WASHIMGTON

S5TEAM TURBINE GENERATOR
NATURAL CAS PIPELINE IMPROVEMENTS

t

CEIC File 2417-03

AR ESTIMATE - 12/31/92
SUMMARY
Purchases Labor Hsterials Tatal
SITE TMPROVEMENTS
03100 WALKWAY AT MILL GAS 5,000 3,000 500 8,500
IRV’ S
TOTAL STTE TMPROVEMENTS 5,000 3,000 500 8,500
SUPPORT SERVICES
03500 PLIPING 1,174,800 0 0 1,174,800
03570 PAINTING 0 10,000 1,000 11,000
TOTAL SUPPORT SERVICES 1,174, 800 10, 000 1,000 1,185,800
INDIRECT COSTS
03A50 PROJECT MANAGEMENT 42,000 0 0 42,000
03860 CONSTRUCTION MANMAGEMENT 30,900 0 0 10,900
03870 SALES TAX B9, 700 1,000 100 a0, RO
TOTAL INDIRECT COSTS 162,600 1,000 Lo 163,700
COMFTRGENCTES
157, 500 7,100 200 LS4, 800

03900 CONTINGEHCIES



AR ESTIMATE - 12731/92 t’aﬁm i
t

Purchases Labor Materials Total

TOTAL CONTINGENCTES 152‘,500 2,100 200 154,800

ESTIMATE TOTAL

TOTAL PROJECT IMPROVEMENTS
AREA 02 AND 03

1,494,900 16,100

1,800 1,512,800

1,757,000

14 6568 400

9,415,200 3,486,200
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Development Agmt.

LEASE
Betweon
)
‘ JAMES RIVER PAPER COMPANY, INC,
a Virginia corporation,
as lessor
]

anl

PACIFICORP,
an Oregan corporation,
a5 lesso

Dated as of January 13, 1993

Cogeneration Faciity
Camas, Washington
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This LEASE ("Leasg™ dated as of January 13, 1993 is between JAMES
RIVER PAPER COMPANY, INC., a Virginia corporation ("James River™), and PACIFICORP,
an Oregon corporation ("PaeifiCorp™.

RECITAL

e

5

WHEREAS. PacifiCorp desires 1o develop, construct, and operate, by sl or
through its agents, a cogeneration facility at the Premises (as defined below) ownued by James
River adjacent to James River’s Camas Mill: and

WHEREAS, James River desires to lease to PacifiCorp, among other things, the
Premises, and to provide o PacifiCorp certain casements needed {or such development and
operatiohn; and

WHEREAS, PaciliCorp desires to lease, among other things, the Premises and to
benefit trom such easements.

NOW, THEREFORE, in consideration of the agreements and covenants
hereinafter set forth, and intending to be legally bound hereby, the parties hereto hereby
covenant and agree as follows:

ARTICLE 1

DEFINITIONS

Except as otherwise defined herein, capitalized terms have the meanings assigned
1o them in Exhibil A hereto, The Rules of Interpretation attached to such Exhibit A shall be
applicable 10 this Lease and its exhibits.

ARTICLE 11
GRANT
James River hereby demises and leases to PaciliCorp, and PacifiCorp hereby leaso
from James River, subject to the terms of this Lease, those premises situated in Camas, Clark

County, Washington, as more particularly described in Exhibit B attached hereto and made a pun
hereof {the "Premises™).

TOGETHER WITH all rights and privileges as set forth in Article 131,

JENTBASBXINLEASE 10



UNDER AND SUBJECT 10 Permitted Liens, including the Permitied
Encumbrances set forth in Exhibit D hereto insotar as they relate to the Premises,

) TO HAVE AND TO HOLID the Premises, subject as atoresaid. unto PacifiCorp
and, subject 1o the provisions hercof, unto it suceessors and assigns, commencing on the Effective
Date and expiring at such time a3 is specified in Article 1V,

The parties hereto acknowledge that the title to the Facility 1s and shall remain the
property of PacifiCorp. regardless of the manner of installation or affixation of the Facility to the
Premises; subject, however, to the provisions of this Lease. It is the intention of the parties that
‘the separation of the title to the Premises from the title to the Facility is 1o remain so separated
through the term of this Lease and the period thereafter during which PacifiCorp may or shall
remove the Facihity from the Premises pursuant to Acticle XVL

ARTICLE I

' EASEMENTS: MILL CLOSURE

Section 3.1. Easements. In addition to the lease ol the Premises set forth in
Article: 11, subject to the terms of this Lease and for the term bereof, James River bereby grants
tr PacifiCorp the Easements, and the parties hereby covenant with respect thereto, as set forth in
Exhibit C attached hereto and made a part hereot, and as follows:

(a) Future Easements for Use and Removal. Subject to the written consent of
Tames River, which consent shall not be unreasonably withheld or defayed, such additional
easements {without additional compensation therefor) upon, over and across the Mill Site as shali
be reasonably required by PacifiCorp 1o comply with any Permits obtained by James River or
PacifiCorp with respect to environmental, construction or operating aspects of the Facility, or as
shall be requested by PacifiCorp for the proper and economical repair and maintesance of the
Facility and for the removal of the Facility and restoration of the Premises pursuant to
Article XVI: provided, that any future easements sought by PacifiCorp shall not materially
interfere with James River's use, enjoyment and operation of the Mill and shall be maintained in
a condition comparable to those maintained by James River,

{b) Cross:Easements. Fach party hereby grants and confirms to the other all
necessary and reasonable nights of ingress and egress upon, over and across its respective fee or
leasehold estate, together with all fghts necessary and reasonable for all purposes of operation,
maintenance, repair and replacement of any line, meter, rail or roadway or other mnprovement,
privitege or appurtenance granted hercunder; provided, however, that such rights ol egress or
ingress by PacifiCorp shall not materially interfere with James River's operation of the Mill and
that such rights of egress and ingress by James River shall not materially interfere with
PacifiCorp’s operation of the Facility.

() Future Combustion Turbine Easement. In the event that PacifiCorp in s
sole discretion decides to construct a combustion turbine peaking unit on the Mill Site, James
River shall grant to PacifiCorp a lease or easement of adequate land at the Mill Site for the

i

JINIBOIENZ\LEASE , 10




placement and operation of such a unit, and the use of available space, if any, oo James River's
gas transmission facilities (subject w James River's prior right to use such [acilities at any time),
subject to PacifiCorp’s compliance with all Applicable Laws.

Section 3.2, Mill Closure.

(a) Mill Closure Easement. In the event that prior to the expiration of the Tuerm
of the Development Agreement (i) James River elects in its sole discretion to permanently cease
operations at the Mill, (i) the Mill is closed for any continuous period greater than 12 months
other than as a result of a Force Majeure Event, or (idi) the sum of (A) the beginning-ol-year
Revenue Recovery Account balance caleulated pursuant to Exhibit 2 ot the Development
Agreement, plus {B) the Revenue Requirements for the succeeding two Contract Years, exceeds
(C) the anticipated Revenue Recovery [or the same three Contract Years (calculated on the
assumption that Facility output will be the lesser of a %3 percent capacity factor or, after at least
three Contract Years have elapsed, the average capacity factor over the previous three Contract
Years) (the events in clauses (i) through (it} collectively or individually being referred to herein
as a "Mill Closure™), then, subject to the rights of other third parties, it any, in the Mill Site,
James River hereby grants PacifiCorp an easement for use of all such portions of the Mill Site
and any equipment, lixtures or machinery thereon as may reasonably be neessary for PacifiCorp
to operate the Facility. including the use of available space, il any, on James River's gas
transmission tacilitics (the "Mill Closure Fasement”). The term of the Mill Closure Easement
shall commence on the date that Mill Closure oceurs, and shall continue in ettect until the earliest
tor oeeur of (i) the date. if any, that PaciliCorp permanently ceases to produce electricity at the
Facility, (ii) the date of any Reinstatement, as such term is defined in Section 3.2(d), below, or
(iii) the date that is 20 years from the Eftective Date of the Development Agreement. If the Mil)
Closure Easement has pot commenced prior to the date of termipation or €xpiration of the Term
of the Development Agreement, then the Mill Closure Hasement shall terminate and be of no
further force or effect. : ,

{b) Further Mill Closure Assistance. In the event of a Mill Closure, James
River agrees to exercise reasonable efforts to (i) provide PacifiCorp with all necessary operating
and maintenance manuals for the Boilers and related equipment, (1) assist PaciliCorp in the
transition of personnel from James River to PacifiCorp, (iii) provide PacifiCorp with access to any
boifer fuel stockpiled by James River for use at the Mill, the fair market value of which shall be
immediately subtracted [rom the balance, if any, of the Revenue Recovery account, (iv) assist
FacifiCorp in emplacing boiler fuel supply contracts with James River's suppliers, and (v} give
PacifiCorp reasonable notice (but in any event, if possible, not less than 60 days notice given in
the manner required by this Lease) of any Mill Closure other than a cessation of operations
caused by a Force Majeure Event.

(©) Use of Gas Agreements. James River hereby assigns to PacifiCorp, for the
timited purposes described in this Section 3.2, and subject to any existing lens or encumbrances
or contractual prohibitions against alienation, all of James River’s rights as a customer under
James River’s natural gas supply and transportation agreements for the Mill which are in place
during the Term of the Development Agreement. During, and only during, the occurrenge and
continuation of a Milt Closure, PacifiCorp may exercise the rights assigned to it pursuant to the
previous sentence, subject to the limitations contained in such sentence,
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(&) Renstatement of Obligations. James River shall be permitted to terminate
the Mill Closure and the Mill Closure Easement, and to reinstate and resume operation of the
Mitl and/or the Facility subject to and in accordance with Lhe terms of the Project Agreements
under the following circumstances: (1) in the case of a Mill Closure as a result of the evenis
described in Section 3.2(a){ii), above, by providing 7 days notice to PacifiCorp of its intent to so
reinstate, together with a covenant that the Mill will be kept open {or a period of not less than 12
consecutive months, or (i) in the case of » Mill Closure as a result of the events described in

Revenue Recovery Account so a5 Lo satisty the requirement set forth in such Section 3.2(a)(1i).
and by providing 7 days notice of its intent to so reinstate (the events in clauses (i) and {ii)
collectively or individually being referred (o herein as a "Reinstatament”).

ARTICLE IV
TERM

Section 4.1, Term.

TTa—

{a)} The term of this Lease (the "Lease Term™ shall commence on the Effective
Date and will, unless sooner terminated as provided herein, continue in effect for a period equal
to the Term, or, if applicable, the Extended Term, as defiped in Section 3.1 of the Development
Agreement. PacifiCorp shall not be entitled to possession of the leased property until such time
a5 a memerandum of lease in a form mutually acceptable to the parties has been recorded in

accordance with Section 195,

{b) Promptly following the Commercial Opeération Date. the partics shall enter
inte & recordable supplementary agreement fixing the termination date of this Lease, and shall
record such agreement. '

Section 4.2, Expiration. Upon the expiration or ¢arlier termination of this Lease.
PacifiCorp shall surrender possession of the Premises and the Easements quietly and peaceably to
James River, subject to PacifiCorp’s option to have the Facility dismantled and removed as set
forth in Article XV1 in the event that James River does not exercise the Purchase Option or the
option described in Section 13.2.

ARTICLE V
USE

The Premises and the Easements shall be used solely for the erection,
construction, operation, repair and maiittenance of the Facility and any additions or modifications
thereto and for no other purpose. PacifiCorp shall not use, nor permit to be used, the Premises
or the Easements 1n any manner or purpose which will violate any Applicable Law, or cause
forfeiture of James River's fee and title 1o the Premises. PacifiCorp shall maintain any structures
or improvements installed on the Easements hereunder in a commercially reasopable manner.

JIVIBAIBRZNLEASE, 10




provided that so long as James River operates the Facility pursuant to the Development
Agreement, PacifiCorp shall be deemed to have satistied its obligations under this sentence
insofar as such obligations relate to the operating duties for which James River is responsible

under the Development Agreement.

ARTICLE VI
RENT

Section 6,1. Consideration. James River and PaciliCorp have entered into this
Lease in consideration of the mutual obligations of such parties contained herein and in the other
Project Agreements, and for pther good and valuable consideration, the receipt of which is herehy

acknowledged.
Section 6.2, Net Lease.

(a) If, by law, any Imposition is or may be payable by PauifiCorp in installments
{whether or not interest shall accrue on the unpaid balance of such Imposition). PacifiCorp may
cause the Imposition to be bonded and/or pay the same {with any interest accruing during the
term hereof on the unpaid balance of such Imposition) in installments as the same become due
and before any additional interest or other charge may be added thereto {or the nonpayment of
any such instaliment; and provided further, that any Imposition accruing during a fiscal tax period
during which this Lease shall commence or expire shall be adjusted between James River apd
PacifiCorp as of the commencement or expiration of this Lease, so that PacifiCorp shall pay only
an amount which bears the same relation to the wral Imposition as the part of such fiscal tax
period included within the term of the Lease bears (o the entire fiscal tax period.  With respect
any Imposition which by law is or may be payable in installments, PacitiCorp shall pay only those
installrnents which accrue during the term of this Lease (whether or not PaciliCorp elects to pay
the Imposition in instaltments). If either party’s consent s required to cause the bonding of any
Imposition, such party will not ynreasonably withhold or delay tts consent upon request.

(b} Except as set forth in subsections 6.5(a), above, the parties’ responsibilitics for
payment of taxes shall be as specified in Section 11.4 of the Development Agreement.

Section 6.3, Pavment of Impositions.

(a)} If at any time during the term of this Lease, any Impositioos payable by
PacifiCorp as provided herein are not paid when due, James River shall bave the right, but not
the obligation, to pay the same and be reimbursed therefor by PacifiCorp within thirty (30) days
after written potice to PacifiCorp of such payment, provided, that unless James River believes
that failure to promptly pay such Imposition will result in a material adverse effect on James
River, James River shall notify PacifiCorp whenever James River intends to make any such
payment, and will refrain from making such payment if after receiving such notice PacifiCorp
promptly notifies James River that such Imposition is being or will be contested as herein
provided,
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(by  PacifiCorp shall prepare and file any tax return, rendition, report or similar
information ("Reports"} as to the Premises and the real or personal property thereon, as may be
required by Applicable Law, including ad valorem real property taxes on centrally assessed utiliy
propety and general and special assessments related thereto. Upon receipt, cach party shall
furnish to the other any tax assessment notices related to the Premises that it receives. As w any
appeal or contest of any thxes or assessments paid or payable by PaciliCorp pursuant 1o Section
11.4 of the Development Agreement:

{1) PacitiCorp may undertake any such appeal or contest relating to the
Premises. James River shall cooperate in any such action, and the cost of the actions shall be
borne by PacifiCorp.

{c) The provisions of this Section 6.4 shall survive any expiration or
termination of this Lease.

Section 6.4. Apportiontent. If, after the Effective Date and during the term of
this Leask. the Premises shall not be separately assessed but shall be assessed as part of a lacger
tract of land, then James River and PacifiCorp shall apportion any Impositions resulting from such
assessment.  PacifiCorp’s proportionate share of any such Impositions, if any, shall be determined
by multiplying the amount of such Impositions by a fraction, the numerator of which shall be the
acreage of the Premises, and the denominator of which shall be the acreage of all the land
covered by such Impositions or, if such Impositions are not based upon acreage of the Premises
used, such other equitable method as is mutually agreed by the parties hereto. Before the
caleulation of each party’s proportionate share of the Impositions, the amount of any such
Impositions shall be reduced by the amount of the Impositions attributable to all improvements
located in the larger tract including the Premises. PacifiCorp’s proportionate share of the
Impositions so calculated shall then be increased by the amount of the Imposttions atlocable to
those improvemenis owped or leased by PacifiCorp. James River and PacifiCorp shall each, on
request of the other, apply individually (if legally required) or join in the other's application (if
legally required) lor separate assessments for the Promises.

ARTICLE VII

QUIET ENJOYMENT

subject (0 no lens, encumbrances, restrictions or charges other than Permitted Liens, with full
right, title and authority to lease the Premises pursvant to the terms of this Lease. James River
watrants that it will defend and hold harmiess PaciliCorp and its successors and permited assigns
in their peaceable, quiet and undisputed enjoyment of the Premises (subject to Permitied Liens)
against any and all claims of all Persons claiming by, through or under James River.

Section 7.1, Quiet Enjoyment. James River warrants that it owns the Premises,
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ARTICLE VI

! ACCESS RIGHTS

Section 8.1, James River's Rights of Access. During any period that James River
is managing construction of or operating the Facility, James River, its contractors, employees,
pgents apd invitees and any wtility company or other entity which supplies services to the Mill St
shall be entitled to enter into or upon the Premises without the prior consent of PacitiCorp, so
long as such Persons comply with James River’s reasonable rules for safiety and security and so
lwng as they shall not take any action which would materially interlere with the operation or
utilization of the Facility. Nothing in this Section 8.1 shall reduce or interfere with fames River’s
rights of access as set forth in Section 10.3 hercof,

Section 8.2, PacifiCorp’s Rights of Access. Subject to Section 3.1, PacifiCorp, its
contractors, employees, apents and invitees and any utility company or other entity which supplies
services to the Premises shall not be entitled to enter the Mill, Mill Site and all other locations
owned or controlled by James River except as is reasonably necessary in connection with the
rights and obligations of PacifiCorp under the Project Agreements and except for emergencies or
with the prior consent of James River, which consent shall pot be unreasonably withheld or
delayed, and shall enter subject to James River’s reasonable rules for safety and security,
PacifiCorp shall not take any action or request access to the Mill Site or the Mill for apy purpose
which would materially interfere with the operation or uulization thereof.

ARTICLE IX
LIENS |

Section 9.1, James River's Discharge of Liens. James River shall not directly or
indirectly do any act which shall give rise to any Lien on or with respect w0 the Premises, the
Easements or the Facility, title thereto or any interest therein, except Permitted Liens. James
River shall within thirty (30) days of notice of the filing thereof, at its own expense, take such
action as may be necessary Lo discharge or eliminate (or bond in a manner reasonably satisfactory
to PacifiCorp) any such Lien (not excepted above) if the same shall arise at any time.  Except as
otherwise provided herein, James River further agrees that it shall pay or cause 1o be paid on or
before the time or times prescribed by law (after giving effect to any applicable grace period) any
Impositions imposed on James River under the Jaws of any jurisdiction that, if unpaid. might
result in any Lien prohibited herein.

Section 9.2. PacifiCorp’s Discharge of Liens. PaciliCorp covenants and agrees
that # will keep, or cause to be kept, the Premises, the Eascments, the Mill and the Mill Site, utic
thereto or any interest therein, free and clear of mechanics’, laborers” or materialmen’s liens and
other hiens of a similar nature which may arise in conpection with work of any character
performed with respect to the Facility by or at the direction of PacifiCorp and shall pot directly v
indirectly create, incur, assume or suffer 1o exist any such Lien {(except for the First Mortgage
Indenture) by any Person claiming by, through or under PacifiCorp; provided, however, that
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PacifiCorp shall not be responsible or liable for, not be deemed to have breached s obligations
hereunder as a result of, any Liens resulting from acts or omissions of James River. PacifiCorp
shall within thirty (30) days of notice of the filing thereof, at its own expense, take such action as
may be'necessary to discharge or eliminate (or bond in a manner satisfactory 1o James River) any
such Lien (other than the First Mortgage Indeoware) if the same shall arise at any time; provided.
however, that PacifiCorp shail not be required to discharge any such Lien during any peviod that
PacifiCorp shall in good faith contest the validity or the amount of any such Lien, provided such
contest of the validity or application of any such Lien by appropriate proceedings dos not invelve
ary imminent danger of the sale, forfeiture or loss of any of James River's rights in the ownership
of the Premises, the Easements, the Mill or the Mill Site or any patt thereof,

Section 9.3, Discharge by Other Party, Upon either party’s discovery of a Lien
requived to be discharged by it under this Article IX, such party shull promptly give written notice
thereof to the other party. If such party shall fail 10 discharge any such Lien within the period
allotted for such discharge hereunder (including such time during which such Lien may be
contested in good taith), then, in addition o any other right or remedy ol the other party, the
other party may, but shalf not be obligated to, procure the discharge of the same either by
applying the amount claimed 1o be due by deposit in court or bonding, Any amount paid or
deposited by the other party tor any of the aforesaid purposes, and all costs and other expenses of
the other party, including reasonable counsel fees, in defending any such action or 1 procuring
the discharge of such Lien, with all necessary disbursements in connection therewith, together |
with interest thereon at the rate described in Section 19.13 from the date of payment or deposit,
shall be payable by such party to the other party within fifteen (15) days of demand.

Section 9.4. No Authority to Bind James River. Neither PacifiCorp nor any
agent, employee, representative, contractor, subcontractor, supplier, materiabman, workman or
other Person who shall engage in or participate in any construction of any improvements to the
Facility or in any additions, alterations, changes or replacements thereto shall bave any power or
authority to do any act or thing or to make any contract or agreement (other than the Project
Agreements) which will bind James River or which may create or be the foundation for any
mechanics’ hen or other Lien or claim upon or against James River’s interest in the Mill, and
James River shall have no responsibility to any such Person who shall engage in or participate in
any such construction.

Section 9.5, Notice of Nonresponsibility. PacifiCorp agrees to notify James River
at Jeast thirty (30) days prior to the commencement of any building or improvement upon the
Premises or any portion of ihe Mill Site in accordance with the terms of this Lease or the
Development Agreement. James River may post and keep posted on the Mill Site and/or the
Premises notices of nonresponsibility,

ARTICLE X

ALTERATIONS AND MAINTENANCE

Section KL1. Alterations and Maintepance. Except as set forth in any other
Project Agreement, James River shall have no obligation hereunder for the alteration or

o0
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maintenance of the Premises or the Fagility. PacifiCorp shall make no alterations to the Premises
without the prior written consent of James River, which consent shall not be unreasonably he
withheld.

Section 10,2, Maintenance. PacifiCorp agrees 1o maintain the Premises and the
Facility in good working condition in accordance with Prudent Mill Practices. %o long as James
River operates the Facility pursuant to the Development Agreement, PacitiCorp shall be deemed
Wy have satisfied its obligations under this Seetion 10.2 insofar as such obligations relate o the
operating duties for which Tames River is responsible under the Development Agreement,

Section 10.3. Power Plant Fxpapsion. PacifiCorp acknowledges and agrees that
James River shall have the right w eater upon the Premises and modify the Facility in connection
with tuture development, construction and operation of the Gas Turbine Project. In connection
therewith, James River, its constructors, employees, agents and invitees, shall be entitled 10 enter
into or upon the Premises without the prior consent of PacifiCorp in order to construct,
interconnect and operate the Gas Turbine Project 50 long as such Persons comply with James
River's reasonable rules for safety and security and so long as they shall not take any action which
would materially interfere with the operation or utilization of the Facility. James River shall
make reasonable efforts 1o coordinate the exercise of its rights under this Section 1.3 with
PacifiCorp so as to minimize inconvenicnce to PacitiCorp.

ARTICLE XI

INDEMNIFICATION AND LIMITATION OF LIABILITY

Section 111, Indemnity.

1
{a) Each party agrees to indemmfy, defend, and hold harmiess the other party, as
to the extent provided under, and in accordance with the provisions of, Section 8.2 of the
Development Agreement.

(b) The provisions of this Article XI shall survive the expiration of this Leasc or
any earlier termination thereof.

Section 11.2. Toxc Wastes and Hazardous Matenals.

(a) James River or PacifiCorp (as the case may be) shall not store, use, release or
dispose, or permit or acquiesce in the storage, use, release or disposal on the Premises or the Mill
Site of any Hazardous Matenals in violation of any Applicable Law or in any manner or amount
which would materially impair the value of such property. In the event of any such storage. use,
release or disposal, James River or PacifiCorp (as the case may be) shall, at the direction of any
Croverntental Authonty, remove any such Hazardous Materials- or otherwise comply with the
regulations or orders of such authority, all at the expensc of the party storing, using, releasing or
disposing ol such Hazardous Materials. If there has been a change in the condition of such
property or the laws, rules or regulation pertaining to the health or the environment affecting
such property so that the value of such property has been materally impaired, and if the party
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obligated hereunder to remove such Hazardous Materials or otherwise comply with the applicable
regulations shall fail to proceed with such removal or otherwise comply with such regulations or
arders within the cure period permitted under the Applicable Law or it the Applicable Law docs
not spéeily a cure period. within such reasonable cure period as requested by the noncomplying
party and consented 1o by the complying party, the complying party may declare the
non-complying party to be in default under this Lease or may, but shall not be obligated (0. do
whatever is reasonably necessary 1o eliminate such Hazardous Materials from such propesty or
otherwise comply with the applicable regulation ar crder, and the cost thereof shall become
immediately due and payable upon notice and with interest thereon at the Default Rate. Fach
party shall give to the other and its agents and employers access to ils respective property for 1
such purposes and hereby specifically grants w the other party a license cffeetive upon expiration
of the applicable cure period to remove the Hazardous Materials or otherwise comply with
applicable tegulations. Each party shall indemnify the other party and hold the other party
harmless from and against all loss, damage and expense (including reasonable attorneys’ fees and
costs incurred in the investigation, defense and settlement of claims) that the other party may o
incur as a result of or in connection with the assertion against the other of any claim relating to

the use, misusc, release or discharge of any Hazardous Materials or the failure o comply with any

federal, state, or local laws, rules, regulations or orders relating thereto, James River shall

indemnity PacifiCorp and hold PacifiCorp harmless from and against all loss, damage. expense,

liabilitv and response costs (including reasonable attorneys’ fees and costs incurred in the

investigation, defense and settlement of claims) that PacifiCorp may incur as a result of or in 4
connection with the assertion of any claim relatng 0 the 'use, misuse, release or discharge of any
Hazardous Materials at the Mill or in connection with activities at the Mill, or at the Premises
prior to the Effective Date, except to the extent such loss, damage or expense arises out of the
negligence or willful misconduct of PacifiCorp.

{b) Each party shall promptly notify the other in writing of any order or pending
action by any Governmental Authority, or any claims made by any third party, relating to
Hazardous Materials on, or emanations from, 1ts respective property, and shall promptly furnish
the other with copies of any correspondence or legal pleadings in connection therewith, Each
party shall have the right, but shall not be obligated under this Lease, 1o potify any Governmental
Authority of any state of facts which may come to its attention with respect o Hazardous 4
Materials on or emanating from the other party’s respective property; provided, however, that
prior to any governmental notification, the notifying party shall inform the other party of the
intent to notity the Governmenial Authority and shall provide such other party with a reasonable
opportunity to cure in accordance with any applicable regulations or orders relating thereto.

{c) PacifiCorp shall promptly remediate any release of Hazardous Materials on
the Premises, the Mill Site and the Mill or elsewhere to the extent PacifiCorp is responsible tor
such emission, as required by Applicable Law, unless such emission was caused by James River
James River shall promptly remediate any release of Hazardous materials on the Premises, Mill
Site (to the extent it affects the Premises) or elsewhere to the extent James River is responsible
for such emission, as required by Applicable Law, unless such emission was caused by PacifiCorp 1

(d) The liability of each party to the other under the covenants of this
Section 11.2 to indemnify the other party or as to their obligation to clean up Hazardous
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Materials is not limited by any exculpatory provision in Section 11.3 and shall survive the
termination of this Lease,

Section 11.3. Limitation of Ligbility. Notwithstanding any other provision of this
Lease {except Section 19.9) or any other Project Agreement or the failure of essential purposes
ot any remedies set forth in this Lease, each party shall only be liable for diréct damages as a
result of a breach or default hereunder. In no event shall cither party or their officers, directors,
cmployees or agents be lable, whether under contract, tort (including negligence), steict lability,
or any other cause of or form of action whatsoever, for claims of customers, cost of money, loss of
use of capital or revenue or any other incidental, special or consequential loss or damage of any
g at any time or from any cause whatsoever, or tor exemplary or punitive damages.

e

nature arisin

ARTICLE X

ASSIGNMENTS, SUBLEASES AND MORTGAGES ‘

Section 12,1, Subletting. PacifiCorp may not assign or sublet or permit the
assignment or sublease, or occupancy by any third party of the Facility or the Premises, unless in
accordance with Section 14.4 of the Development Agrecment.

Section 12.2. Assignment and Mortgaging by James River. James River may not
assign, scll or otherwise dispose of its interests in this Lease unless in accordance with
Section 14.4 of the Development Agreement.

Section 12.3. Binding Effect; Successors and Assigns. The terms and provisions of
this Lease and the respective rights and obligations hereunder of James River and PacifiCorp
shall be binding upon, and inure to the bepefit of, their respective permitted successors and

asSIEIS,

Section 12.4. Limitation of Liability. Notwithstanding anything to the contrary
contained herein, the parties agree that (a) James River shall have no hability whatsoever with
respect to, and no lien shall be placed on any of James River’s assets, in connection with, the
obligations of PacfiCorp under any contract between PacifiCorp and any other Person, and
(b} PacitiCorp shall have no liability whatsoever with respect to, and no tien shall be placed on
any of PacifiCom’s assets in connection with, the obligations of James River under its financing
agreements or other contracts between James River and apy other Person.

ARTICLE X111

TERMINATION; OPTION TO PURCHASE

Section 13.1. Termination. This Lease shall terminate only {a) upon the
expiration hereot, (b) as expressly provided in Articles XIV or XV or (¢) by the mutual
agreement of James River, and PacifiCorp and shall not terminate, nor shall PacifiCorp's interes:
be extinguwished, lost, conveyed or otherwise impaired, or be merged into or with any other
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interest or estate in the Premises or any other property interest, in whole or in part, by any other
cause or for any other reason whatsoever, including (i) any damage to or destruction of alt or any
part of the Facility or the taking of the Facility or any portion thereol by condemnation,
requisition, eminent domain or otherwise, (i) any prohibition, imitation or restriction of any
party’s uset of all or any part of the Premises or the Facility or the interference of such use by any
Person or any evietion by paramount tithe or otherwise, (iii) the coincident ownership by any
Person (including James River) of any estate or intersst in the Premises or any other rights
granted or conveyed pursuant to this Lease with any estate or interest in the Premises or the
Facility, (iv) any inadequacy, incorrectness or failure of the description of the Premises or any
property or rights intended to be granted or conveyed by this Lease, (v) except as provided in
“Article XIV, any default in the performance or the observance by any party of any of their
respective covenants and agreements to be pertormed and observed by such party hereunder, or
{vi) any other reason whatsoever, whether similar or dissimilar to any of the foregoing,

Section 13.2. Option to Purchasc,

‘» (a) To the extent permitted by Applicable Laws, and subject to PacifiCorp’s being
able to obtain a release of the Facility from the First Mortgage Indenture (which release
PacifiCorp will use its best efforts to obtain), following the expiration of the Term or, if
applicable, the Extended Term, it James River and PacifiCorp are unable to successfully reach a
new agreement as contemplated by Section 3.1, James River shall have the option, upon or within
six (6) months after the expiration or earlier termination of this Lease, to purchase all right, title
and interest of PacifiCorp, 1ts successors or assigns, in and to the Facibty at its then fair market

value 1o a third party, taking into consideration the fact that this Lease has expired and such third
party does not have a right to maintain the Facility on the Premises and deducting any
dismantling, removal and reinstallation costs which such thard party would incur. 1If James River
chooses to exercise this option, it shall do so by giving written notice of exercise wo PacifiCorp (or
its successors or assigns) on or before the termination of the option, and James River and
PactiCorp shall close the purchase within one hundred twenty (120) days alter delivery of the
exercise notice, To the extent reasonably deemed necessary by either party, some or all of the
purchase shall be accomplished through an escrow with a ttle insurance company or other escrow
holder mutually acceptable to the parties.

{(b) If James River exercises the [oregoing option, PacifiCorp (or its successors or
assigns) shall convey good, marketable and insurable title to the Facility (o James River by
statutory bargain and sale deed, bill of sale and other appropriate conveyances, each in form and
substance reasonably satisfactory to James River, subject only to Permitted Encumbrances. James
River shall have the right to obtain, al its own expense, a preliminary report of title or a policy of
title insurance in such form and amount as James River may consider necessary or appropriate o
ensure that title to the Facility is or will be so vested in James River. If the purchase and sale is
completed through an escrow, each party hereto shall deposit into escrow such escrow instructions
consistent with the terms and provisions hereof, as well as such other necessary sums and
documents, as may be necessary to (i) convey good, marketable and insurable title to the Facilivy
to James River, (il) pay the purchase price for all of its v'ght, title and interest in and to the
Facility to PacifiCorp {or its successors or assigns), and (1i) to charge or credit the expenses of
the escrow and prorated items to James River and PacifiCorp as hercinafter provided. All
income, rents, charges for water and other utilities, other expenses of the Facility and current real
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property taxes and assessments shall be prorated as of the closing date using the latest statement
or bill or similar information. James River and PacifiCorp shall each pay one-talf (1/2) of all
documentary and other transter taxes,

() If the foregoing option is exercised, James River and PacifiCorp shall
attempt to agree on the fair market value of all right, title and interest of Fautxtnrp {or iy
successors and assigns) in and o the Facility on the date the exercise notice is delivered. If they
ure unable to do so within thirty (30) days atter delivery of the exereise notice, cach of them shall,
within ten (10) days thereafter, appoint a qualified, independent appraiser with not less than
ten (10) years of experience in appraising facilities and equipment similar to the Facility in the
puip and paper industry in Oregon and Washington. The two appraisers so appointed shall meet
and attempt to agree on the fair market value of the Faality. If they are ablke 1o agree, the
amount on which they agree shall be considered the fair market value of the Facility. If they are
not able Lo agree, each appraiser shall state n writing (to be sent to both parties) his
determination of the fair market value of the Facilitv. If the lower of the fair market values of
the Facility as determined by the two appraisers is greater than or equal to ninety percent (90%),
of the higher of such values, the fair market vahue shatl be the average of the two appraisals, 1If
the two appraisers are unable to agree within twenty (20) days after the date on which the later
of the them was appointed and the lower of the fair market values as determined by them is less
than ninety percent (90%%) of the higher of such values, th@y shall, within ten (10) days therealter,
juintly select a third 1ndmpmdmnl, strpitarly qualitied appraiser. Within thirty (30) days after the
appointment of the third appraiser, the three appraisers shall each independently appraise the
then fair market value of alt right, title and interest of PacifiCorp (or its successors and assigns) in
and ta the Facility, and shall deliver copies of their appraisals to James River and PacifiCorp.

The fair market value of all right, title and interest of PacifiCorp (or its successors and assigns) in
and to the Facility shall be deemed to be the average of the appraisals, without considering,
however, any appraisal which is more than twenty percent (209) higher or jower than the median
appraisal. James River shail bawe the right to review the fair macket value of all right, title and
interest of PacifiCorp (or its successors and assigns) in and to the Facility as determined by the
appraisers (whether determined by agreement of the appraisers or otherwise) and to rescind the
prercise notce within fifteen (15) days after such fair market value has been determined and it
has been notitied thereof.  Each party shall pay the fees and costs of the appraiser appointed by
such party, and both parties shall share the fees and costs of the third appraiser equatly.

(d) The purchase price shall be payable by Jumes River to PacifiCorp in cash
upon closing of the purchase.

ARTICLE XIV
DEFAULT

Section 14.1. Dispute Resolution Reguirement. Following the occurrence or
claimed occurrence of an Evemt of Default or other dispute hereunder, the parties shall confer
and attempt to resolve or cure such Event of Default, claimed Event of Defauit or dispute
pursuant to Section 14.2 of the Development Agreement. In the cvent the parties are upabie to
resolve or settle such Event of Defauit, claimed Event of Default or dispute by such procedure.
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cither party may proceed t exercise such rights and remedies (0 which it may be entitled in faw
or at equity.  Pending the outcome of the dispute resolution procedures deseribed above, the
parties shall continue to perform all of their obligations under this Lease. .
| .
Section 14.2. Bankruptey. In addition to any other rights or remedies it may have,
cither party shall have the right to terminmte this Lease, effective immediately, i, at any ume, a
Bankruptey Event shall occur with respect to the other party.

Section 14.3. Remedies. Subject to the terms of Section 11.3, upon the
oceurrence and during the continuation of any Event of Default, the nondefaulting party may, at ]
its ption, and in addition to and cumulatively of any other rights the nondefaulting party may
have at law or in equity, terminate this Lease and the other Project Agreements by notice 1o the
other party and in conformity with procedures required bercby, or enforce, by all proper and legal
suits and other means, its rights hercunder, without reentening or resuming possession ol the
Premises or the Facility, and without terminating this Lease. Should the nondefaulting party
determine that it is necessary 10 take any legal action in conpection with such enforcement, the 4
defaulting party shall pay such nondefaulting party all reasonable attorneys” fees so mecurred, all
without prejudice to any remedies that might otherwise be used by either party for recovery or
arrearages of sums due hercunder, damages as hercin provided, or breach of covenant. Without
prejudice to any other remedy for default, the nondefaulting party may perform any obligation or
make any payment reasonably required to cure a default by the other party under this Lease after |
at least ten days notice to the defaulting party of the nondefaulting party’s inteat 1o pursue this
remedy if the default s not cured within such time perod; provided, however, that 10 days notice
will pot be required in cases of emergency where action s required to protect lives or property
jocated at the Mill or Facility and the defaulting party i not procecding to take appropriate
remedial action (but the nondefaulting party in any event will attempt to notity the defaulting
party, by telephone or in writing, as to the emergency and what actions the nondefauiting party i
taking or proposes to take). The reasonable costs of performance, including reasonable attorneys’
fees and all reasonable disbursements, shall immediately be repaid by the defauiting party upon
demand, together with interest from the date of expenditure untif tully paid at the default rate.

ARTICLE XV P

CONDEMNATION; DAMAGE

Section 151, Condemnation of the Facility or Premises. If during the torm of this
Lease, all or a substantial part of the Facility or the Premises is condemned or transterred in Heu
of condemnpation, this Lease shall tc‘;rminam at the time title vests in the condemning authority.
For purposes of this Section 15.1, "a substantial part of the Facility or the Premises” shall be
deemed to have been so condemned or transterred if the parties reasonably determine that the
untzken portion cannot be practically and economically used or converted for use for the
purposes for which the Facility or Premises has being used immediately prior 10 such
condemnation or transfer. The net proceeds of the condemnation, which shall mean the total |
condempation proceeds less the costs and expenses incurred in connection with the condemnation
(including legal fees), shall be divided between PacifiCorp and fames River in proportion o thas
respective interests in the property condemnped. I any insubstantial portion of the Premises 15
condemned at any time, the term of this Lease shall not termipate and, subject to requirements.
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any, under the First Mortgage Indenture that the net proceeds thereof (together with any
additional funds that may be provided by PacifiCorp hereunder) are sufficient to perform such
restoration, the ner proceeds of the condemnation shall be used to restore the Facility and the

Premises,

Section 15,2, Damage 10 the Facility. 1t the Facility o1 any substaniial part
thereol is damaged or destroyed by any Casoalty, PactfiCorp shall repair and restore it as néarly as
possible to ts value, condition and character immediately prior to such damage or destruction,
subject to (1) the prior approval and consent of any indeature teustee, if such consent or approval
is required, and (2) such changes or alterations as may be made at James River’s election and cost
provided, however. that such changes or alterations da naot diminish the benefits aceruing o
PacifiCorp hereunder and the other Project Agreements. Such restoratiom shall be commenced
and prosecuted with due diligence and in good faith in accordance with Pradent Mill Practices.
Subject to requirements, 1F any, under the First Mortgage lodenture that the insurance proceeds
(together with any additional funds that may be provided by PacifiCorp hereunder) are sufficient
to perform such repair and restoration, all proceeds from insurance insuring interests ol cach
party in the Facility with respect to a Casualty occurring on or after the date of this Lease shail
be applied o etfect such repairs and restorations, but if proceeds (plus the amount of any
deductible) after the exercise of best efforts by PacifiCorp to maximize recovery are not sufficient
to pay the entire costs of repair and restoracion, PaciliCorp shall, at James River’s direction,
within a reasonable time after the Casualty proceed to repair aod restore the Facility and shall
pay the amount of all tepairs and restoration costs in excess of such insurance proceeds, and the
steam royalty upder the Development Agreement shall be equitably adjusted to account for such

EXCERS L0515,

Section 153, Adyiee of Casualty or Condemnation. PacifiCorp shall promptly
advise Tames River ol any significant Casualty to the Facility or any notice or communication
received with respect to any proposed or pending condemnation or transfer in lieu of condem-
nation of any of the Facility or the Premises. James River shall promptly advise PacifiCorp of any
significant Casualty 1o the Mill or any notice or communication received with respect to any
proposed or pending condempation or trapster in lieu of condemnation of any of the Mill, the
Premises or the Mill Site,

ARTICLE XV1

POSSESSION, AND OWNERSHIP AND REMOVAL
QF THE FACILITY, UPON TERMINATION

Section 16.1. Surrender of Possession. Upon terouination of this Lease, and
subject to Section 16.2, PacifiCorp shall peaceably and quietly yield up and surrender possession
of the Premises to James River without representation or warranty except (hat at the time thereol
there shall be no Liens on the Premises in any way created by PacifiCorp, its agents, contractors,
cmplovees, sublessees, successors and assigns.

Section 16,2, Removal. PacifiCorp may, at its option and at its sole cost and
expense, remove the entire Facility, including all structural improvements and concrete, after the
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expiration or termination of this Lease, provided, however, that James River shall permit
PacifiCorp to leave such portions of the Facility intact as do nol materially interfere with James
River's operation of the Mill or materially diminish the value of the Mill Site. and further
providet that PacifiCorp shall promptly take reasonable steps (o vest title to such remaining
portions of the Facility in James River, {ree of any liens or encumbrances.  PacifiCorp must make
its wlection o remove the Facility, if at all. within thirty (30) days after the expiration or
termination of the Lease. In the event PacifiCorp elects ty remove the Facility or a portion
thereol pursuant to this Section 16.2, the term of this Lease shall be automatically extended for
six (6) months or such lesser time as is necessary for PacifiCorp o remove the Facility,

ARTICLE XVII
INSURANCE
Section 17.1. Insyrapce. James River and PacifiCorp shall procure and maintain
in full forge and effect the insurance required to be maintained by James River and PacifiCorp
(respectively) pursuant to Article 10 of the Development Agreement, and will comply with the
requirements of the Development Agreement with respect 1o evidence of coverage, notiees,
walvers of subrogations, and the other matters described in such Article 10

ARTICLE XVIIL

FORCE MAJEURE

Section 18.1. Force Majeure. As further provided in Article 9 of the
Development Agreement, neither James River nor PacifiCorp shall be Hable in damages or
otherwise to the other for any Force Majeure Event.

+

ARTICLE XIX
MISCELLANEQLUS

Section 19.1. Entire Agreement. This Lease and the other Project Agreements
shall contain the entire and sole understanding of the parties hereto with respect to the matters
covered hercby or any transactions contempliated herein, and supersede and cancel any and all
oral or written prior agreements, understandings, statements and representations between the
parties with respect to the management and conduct of the Facility.

Section 19.2. Severability. Any material provision ol this Lease that shall be
prohibited or unenforceable in any jurisdiction shall, as 1o such jurisdiction, be ineffective to the
extent of such prohibition or unenforceability without invalidating the remaining provisions
thereot (unless the unenforceability of such provision(s) prevents the primary intent of the parties
hereunder from being carried out), and any such prohibition or unenforceability in any jurisdiction
shall not ipvalidate or render unenforceabie such provision in any other jurisdiction. In the event
any such provision of this Lease is so held invalid, the parties shall promptly renegotiate in good
faith new provisions to restore this Lease as near as possible to its original intent and effect. To
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the extent permitted by Applicable Law, the parties hereto hereby waive any provision of faw that
renders any provision hercof prohibited or unenforceable in any respect.

Seotion 193, Amendments. Neither this Lease nor any ol the terms hereol may
be terminated, amended, :mpplmw; nted, waived or modified orally, but only by an instrument in
writing signed by the party against which the enforcement of the tmmmatmn, amendment,
supplement, waiver or modification shall be sought,

i

Section 194, Headings. The Table of Contents and headings of the various
Articles and Sections of this Lease are for convenience or reference only and shall not modify,
define or limit any of the terms or provisions thereof,

Section 19.5. Sale of Premises. In the event that James River sells or transfers
fee title to the Premises o any Person or entity other than PacifiCorp during the term of this
Lesase, this Lease shall remain in full force and effect and PacifiCorp shall attarn to the purchaser
or transferee and shall recognize the same as the lessor for all purposes under this Lease,

Section 19.6. Disclaimer of Pactnership, cte, James River does not in any way or
for any purpose become a partner or agent of PacifiCorp mn the conduct of its business or
otherwise of a joint venturer, co-employer or member of a joint enterprise with PacifiCorp. As
tenant under this Lease, PaciliCorp does not in any way or {or any purpose become a partner of
or agent for James River in the conduet of its business or otherwise or a joint venturer,
co-employer or member of a joint enterprise with James River. It is understood and agreed that
no provision of this Lease shall be deemed to create any relationship between James River and
PacifiCorp other than a relationship of landlord and tenant.

Becuon 19.7. Governing Law. This Lease has been delivered in, and shall in all
respects be governed by and construed in accordance with, the laws of the State of Washington
applicable to agreements made and to be performed entirely within such State, including al)
matters of copstruction, validity and performance.

Section 198, Recordation.  The partics hereto have not recorded this Lease and
PacifiCorp will not record this Lease without the consent of James River. PacifiCorp will record
in the official records of Clark County, Washington a memorandum of this Lease n a form
mutually acceptable to the parties hereto prior to cormencement of any construction,

Section 19.9. Attornevs’ Fees. It either party hereto commences Htigation or
arbitration for the judicial or other interpretation, enforcement, termination, cancellation or
rescission hereof, or for damages for the breach hereof, the prevailing party in any such action.
trial, arbitration, petition for review or appeal thereon shall be entitled to its reasonable attormeys’
fees and court, arbitration and other costs incurred, to be paid by the losing party as fixed by the
court or arbitrator in the same or a separate suit, and whether or not such action is pursued

decision or judgment.

Section 19.10. Notices. All notices, requests and communications required or
permitted hereunder shall be delivered and shall be effective in accordance with Section 14.6 o
the Development Agreement.
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Section 19.11, Premises Repulations. Al pertinent regulations and rules which
may be in effect at the Premises and the Mill regarding employment. passes, badges. and proper
eonduct on the property shall be observed by PacifiCorp and PacifiCorp’s employees, agents and
represehtatives, and James River and James River’s employees, agents and representatives,

Section 19.12. Third-Party Beneficiaries. This Lease is intended to be solely for
the benetit of PacifiCorp and James River and their successors and permitted assigns and is not
intended to and shall not confer any rights or benetfits on any third party not a signatory hereto.

Section 19.13. Past Due Amounts. Any amounts due bereunder, if not tmely
paid by the party from whom they are due, shall bear interest at the Defauit Rate (subject to and
limited by applicable usury laws) from the date that such amount was due without regard to any
grace period herein provided untl the time that such amount is paid.

Section 19.14. Compliance With Law. Except as berein otherwise specifically
provided, each party shall, at its own cost and expense, obey and comply with all Applicable Laws,
as they may pertain to the Premises or the Facility, to the protection and mamnienance therefor,
or otherwise 1o the performance of either party under this Lease.

Section 19,15, Counterparts. This Lease may be signed in multiple originals
and/or using counterpart signature pages. Al such multaphﬂ nnamalﬂ shail constitute but one and
ihe same document.

Section 19.16. WAIVER OF JURY TRIAL. THE PARTIES HEREBY
KNOWINGLY, VOLUNTARILY, AND INTENTIONALLY WAIVE ANY RIGHTS THEY
MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION BASED
HEREON OR ARISING OUT OF, UNDER OR IN CONNECTION WITH, THIS LEASE OR
ANY OTHER PROJECT AGREEMENT, OR ANY COURSE OF CONDUCT, COURSE OF
DEALING, STATEMENTS (WHETHER ORAL OR WRITTEN), OR ACTIONS OF THE
PARTIES HERETO. THIS PROVISION [S A MATERIAL INDUCEMENT FOR EACH OF
THE PARTIES TO ENTER INTO THIS LEASE.

Section 19.17. Estoppel Certificates.  Within 10 days afler receipt of a written
request, either party shall deliver a writien statement to the other stating whether this Lease is
unmodified and in full force and effect, whether the other party i in compliance with this Lease
and any other matters that may reasonably be requested.

Section 19.18. Decision-Making bv Parties. Whenever this Lease provides for a
determination, decision, permission, consent or approval of a party, the party will promptly make
such determination, decision, grant or withholding of permission, consent or approval in &
commercislly reasonable manner. No change in rent, the rights of the parties or the economic
terms of this Lease shall be required as a condition to granting of consent.  Any denial of consent
will include in reasonable detail the reason for denial ar aspect of the request that was not
acceptable.
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IN WITNESS WHEREOQF, James River and PacifiCorp have caused this Lease to
. be exccuted as of the day and year first above written,

JAMES RIVER PAPER COMPANY, INC,
a Virginia corporation, James River

By:

Name:

Title:

PACIFICORP, !
an Oregon corporation, PacifiCorp

By:

Name: Denuis P. Steinberg
Title: Vice President
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Development Agit,

TRANSMISSION FACILITIES PURCHASE, EASEMENT
AND LICENSE AGREEMENT

Berween

PACIFICORP,
an Oregon corporation,

ant
JAMES RIVER PAPER COMPANY, IN(,

.. a Virginia corporation

Dited as of January 13, 1993

Cogeneration Facility
(Camas, Washington
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This TRANSMISSION FACILITIES PURCHASE, EASEMENT AN’I’) LICENSE .
AGREEMENT (this "Agreeroent”) dated January 13, 1993 (the "Closing Date") is between qd

PACITICORP, an (Z)mgﬁnn corporation ("PacifiCorp™), and JAMES RWT’"R PAP}:R COMPANY,
INC., a Virginia Corporation ("James River™), _ ,

it i 1 et

A James River owns a certain electrical power transmission Hne as more particularly
described in Exhibit A hereto (the "Transmission Line") and certain Transmission Line Towers
described in Exhibit B hereto (the "Transmission Line Towers"), located on the Easement
Property, as defined below (the Transmission Line and the Transmission Line Towers being

collectively referred to herein us the "Trangmission Facilities™). 4
B. James River and PaciliCorp (the "Parties”) are entering into a certain

Development, Construction, Operation, and Steam Supply Agreement ("Development

Agreement”) and cerfain associated agreements relating thereto (collectively, the "Project

Agreements™), which contemplate the development, construction and operation of an electrical

cogeneration facility ("Facility") at James River’s Camas Mill. The responsibilities of the parties <
for the design, construction, [inancing, operation, fuel supply, and other developmental aspects ol

the Facility are specified in the Project Agreements.

C. Pursuani to the Project Agreements, PacifiCorp will own the Facility and the
clectricity produced by the Facility, subject to James River's rights under the Project Agreements,
and James River will be paid a royalty based upon the amount of electricity produced by the

Facility.

D. In order to provide PacitfiCorp with an adequate electricity transmission path from
the: Facility to PactiCorp’s electrical system, James River wishes to (1) transfer to PacifiCorp all ol ‘

James River's title and interest in and to the Transmussion Facilities, and (i) grant to Paa.:txt...m:]ﬁ
the nan-exclusive easement deseribed in Article 3 according to the terms ol this Agreement, In
order to induce James River to undertake such transter and to grant such casement, PacitiCorp
wishes to grant to James River the non-exclusive license to use the Transmission Line Towers

described in Article 4.

AGREEMENT ‘

NOW THEREFORE, in consideration of the mutual covenants and promises containod
herein and for other good and valuable consideration. the receipt and adequacy of which are
hereby acknowledged, PaciliCorp and James River agree as follows:
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ARTICLE 1 - DEFINFTIONS

1.1 Definitions; intf,ﬂ}mmtmn Capitalized 1erms used in this Agreement without other
definition shall have the meanings specified in Exhibit A to the Development Agreement. The
Rules of {nterpretation attached o such Exhibit A shall be applicable to this Agreement and s

exhibits,

ARTICLE 2 - SALE OF TRANSMISSION FACILITIES
2.1 Transfer of Assets. James River hereby agrees to sell, convey, transfer, assign and '
deliver to PacifiC orp and PacifiCorp hereby agrees to acquire from James River the Transmission
Facilities 30 days prior (o the date designated on the Project Schedule as the date when steam
will first be run through the turbine to be located at the Pacility,

2.2 Purchase Price. PacifiCorp shall pay to James River by wire transfer the sum of
James River’s net book cost of the Transmission Facilities as full consideration for the sale,
transfer, assignment, convevance and delivery of the Transmussion Facilities, and the granting and

eonveyance of the Easement. contemporancously with such sale and conveyance.

2.3 Convevance of Bill of Sale by James River.  James River shall deliver to PacifiCorp
an executed bill of sale. attached in the form of Exhibit C, conveying in the aggregate all of James
River’s interest in the Transmission Facilities on the date of such sale and conveyance. In
addition, James River shall deliver to PacifiCorp such other instruments as may be reasonably
requested by PacifiCorp to vest in PacifiCorp title in and to the Transmission Facilities in
accordance with the provisions hereof,

ARTICLE 3 - GRANT OF EASEMENTYT

3.1 Grant of Easement. James River hereby grants and conveys ta PacifiCorp, its
successors, and assigns, for a term of years described herein, a non-exclusive easement (ihe
"Easement”) over and across the real property described in Exhibit D hereto (the "Easement

Property™) solely tor the purposes of maintaining, repairing and replacing the Transmission
Facilities, pursuant 1o the gonditions described berein; RESERVING, HOWEVER, 10 James

River, its suceessors, and assigns, the right to place, construct, reconstruct, maintain, repair, and
relocate wowers, poles, wires, structures and other facilities necessary for the transmission and
distribution of electricity and communication signals, together with the necessary appurtenances
on, over, under, and across the Easement Property. ‘The Easement is granted subject to the
following terms and conditions:

3.1.1 PacifiCorp shall not construct any improvements on the Easement Property,
provided, howgver, that nothing in this Section 3.1.1 shall prevent PacihiCorp {rom maintaining,
repairing, or reconstructing the Transmission Facilities.

3.1.2 PacifiCorp shall not modify or alter any of the improvements now on the
Easement Property other than the Transmission Facilines without James River's prior wriden
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consent, which will not be unreasonably withheld, In the event of such moditication oe alteration,
PacifiCorp shall indempify, reimburse and hold harmless James River for (i) the cost of any such .
modification or alteration of improvements, (i) any dimunition in value of such improvements as d
a result thereof, and (iii) all other damages suffered by, or harm caused 10, James River arising

out of the modification or alterations of any improvements.

3.1.3 The term of the Easement shall commence on the date tirst written above,
and termipate on the date which s six (6) months after the date of expiration of the Term of the
Development Agreement, as detined in Section 3.1 thereof, including the Extended Term, if
applicable. The term shall include the term of the Mill Closure Easement defined in Section 3.2
of the Lease, i applicable. .

3.1.4 It relocation of the Transmission Towers or a portion thereof is necessary
solely to accommodate the needs or desires of James River with respect (o James River's use of P
the Easement Property or the Mil Site, then James River shall bear the cost of such relocation.

Quiet Enjoyment. Yames River warrants that it owns the Fasement Property and the
Transmission Line Towers subject to po liens, encumbrances, restrictions or charges other than
Permitted Liens, with full right, title and authority to grant the Easerent and to convey the
Transmission Line Towers pursuant to the terms of this Agreement. James River expressly 4
disclaims all further warranties with respect to the Transmission Line Towers, as further set forth
in Section 5.4, below. Tames River warrants that it will defend and hold harmless PacifiCorp and
its permitted successors and assigns in their peaceable, quiet and undisputed enjoyment of the
Easement subject to the terms and reservations contained in this Agreement against and any and
all claims of all Persons claiming by, through or upder James River.

ARTICLE 4 - GRANT OF LICENSE

4.3 Grant of License. PacifiCorp herchy grants 1o James River, its successors, and
assigns, for the term deseribed herein, a non-exclusive license ("License") to use the Transmission
Line Towers. The scope of such License shall be limited as follows: L

4.1.1 James River shall be permitted to use the Transmission Line Towers solcly
for the purpose ol supporting, repairing, replacing, and maintaining, the clectricity and
communications transmission lines owned by James River and attached to the Trapsmission Line
Towers, as more particularly described on Exhibit E hereto. P

1.2 James River shall not modify or aiter the Transmission Line Towers without
PauiliCorp’s prior written permission.

4.1.3 James River shall not prohibit or interfere with PacifiCorp’s continued
aceess 1o, use and enjoyment of the Transmission Line Towers, including the use of the i
Transmission Line Towers (o support PactfiCorp's electricity and communications transmission
lines, and PacifiCorp’s ability 1o install, repair, maintain, and replace transmission lines over and
across the Hasement Property.
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4.1.4 The term of the License shall commence on the date {irst written above, and
terminate on the Option Expiration Date (as defined below).

ARTICLE § - INDEMNITIES ‘ '

5.1 Indemnpity by Tames River. James River hereby agrees to indemnify, defend and hold
harmiess PacitiCorp, its officers, directors, and employees (PacifiCorp’s "Indemnified Persons™),
from and against any and all claims, demands, losses, labilities, actions, lawsuits and other
proceedings, judgments and awards, and costs and expenses (including reasonable attorneys’ fees)
arising directly or indirectly, in whole or in part, out of the negligence ot James River, or any of
its officers, directors, agents or employees, in connection with this Agreement or James River's
services or work bereunder, whether within or beyond the scope of its duties or authority

herevnder.

5.2 Indemnity by PacifiCorp. PacifiCorp hereby agrees to indemnity, defend and hold
harmiess James River, its officers, directors and cmplovees (James River's "Indemnified Persons™),
from and against any and all claims, demands, losses, habilives, actions, lawsuis and other
proceedings, judgments and awards, and costs and expenses (inciuding reasonable attorneys’ fees)
arising directly or indirectly, in whole or in part, out of the pegligence of PacifiCorp, or any of its
officers, directors, agenis or employees, in connection with this Agreement or PacifiCorp’s actions
hereunder, whether within or beyond the scope of its duties or authority hereunder.

5.3 Jomt Liability. In the event that any claims, demands, losses, liabilities, actions,
lawsuits and other proccedings, judgment and awards, and costs and expenses {including
reasonable attorneys’ fees) arise, directly or indirectly, in whole or in part, out of the joint or
concurrent negligence of PacifiCorp and James River, or their respective officers, directors, agents
or employvees, each party's liability therelor shall be limited to such pany’s proportionate degree
of fault,

5.4 Disclaimer of Warranties. EXCEPT AS SPECIFICALLY PROVIDED IN THIS
AGREEMENT, JAMES RIVER MAKES NO WARRANTIES WITH RESPECT TO THE
GOODS, MATERIALS OR OTHER ITEMS PROVIDED HEREUNDER, INCLUDING THE
TRANSMISSION LINE TOWERS AND ANY GOODS OR MATERIALS ASSOCIATED
THEREWITH. EXPRESS OR IMPLIED. INCLUDING IMPLIED WARRANTIES OF
MERCHANTABILITY AND FITNESS FOR ANY PURPOSE. PACIFICORP AGREES TO
ACCEPT THE TRANSMISSION FACILITIES IN "AS 15" CONDITION.

5.5 Suryival of Indemnities. The provisions of this Article 5 shall survive the expiration of
this Agreement or any earlier termination thereof.

ARTICLE 6 - OPTION TO PURCHASE

6.1 Grant of Option. PacifiCorp bereby grants to James River the exclusive vight and
option ("Qption™) to purchase and acquire from PacifiCorp all of PacitiCorp's vight, title and
interest in and to the Transmission Facilities, on and subject to the terms snd conditions

heremalter set forth:
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6.1.1  The Option shall commence on the eardier to occur of (i) the date that
Pacificorp permanently ceases to produce clectricity at the Facility, or (i) the date of expiration .
of the Term of the Development Agreement, as defined in Section 3.1 thereof, including the
Extended Term, if applicable { the "Option Commencement Date"), and shall terminate on the
date which is six months after the Option Commencetnent Date (the "Qption Expiration Date™).
1 1

6,12 PacitiCorp shall provide James River with a reasonable opportunity for
inspection of the Transmission Facilities, and shall provide to James River all documents,
coptracts, agreements. plans, reports, records and other written information of any kind in the q
possession or under the control of PacifiCorp relating to the Transmission Facilities, and disciose
to James River all material facts known to PacitiCorp relating to the Transmission Facilities.

t
6.1.3  If James River elects to exercise the Option, it shall do so by giving writien
notice of exercise ("Exercise Notice™) to PacthiCorp on or before the termination of the Option,
PacifiCorp and James River shall close the purchase of the Transmission Facilities within fourteen
(14) days thereatter.

6,14 If James River exercises the Option, PacifiCorp shall, t the extent
permitted under Apphicable Laws and subject to PacifiCorp’s being able (o obtain a release of the
Transmission Facilities from the First Morigage Indenture (which release PacifiCorp will use its q4

-hest efforts to obtain), convey all of PacifiCorp’s right, title and interest in and to the
Transmission Facilities 1o James Biver by bill of sale and any other appropriate conveyances in
form and substance reasonably satisfactory to James River. PacifiCorp shall use its best efforts 1o
transfer to James River any and all permits and other approvals from Governmental Authorities
necessary to operate the Transmission Facilities that are in PacifiCorp's possession or control.

615  The purchase price for the Transmission Facilities pursuant 1o the Option
shall be PacifiCorp's net book cost of the Transmission Facilities at the time of exercise of the
Option, including any sales or other tax obligations ansing directly out of such sale.

6.1.6  The Option shall survive the sale or transfer of the Transmission Facilities, d
or any part thereof or interest therein, by PacifiCorp or its successors or assigns and shall
continue to apply 10 the Transmission Facilitics after any such sale or transfer.

0.1.7  Within seven (7) days from the date of execution of this Agreement James
River shall pay One Hundred Dallars (5100} 1o PacihCorp in consideration ot the Option,

6.1.8  Should James River elect not to exercise the Option, PacifiCorp shall
arrange for remaval of the Transmission Facilities from the Easement Property within thirty (30)
days following the Option Expiration Date. The reasonable costs of such removal shall be shared
cqually by James River and PacifiCorp, James River and PacifiCorp shall, if necessary, extend the
term of the Fasement and License, subject to all of the terms of this Agreement, {or such time as q
15 reasonably necessary to provide PacifiCorp with the opportunity 1o bave the Transmission
Facihitics removed in accordance with this Paragraph 6,18,
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. ARTICLE 7 - MISCELLANEOUS

) ' 7.1 Environmental Compliance

7.1.1 Neither PacifiCorp nor James River shall store, use, release or dispose, or

permit or acgquiesce in the storage, use, release or disposal on the Easement Property of any

Hazardous Matenials in violation of any Applicable Law or in any manper or amount which would
) materially impair the value of such property. In the event of any such storage, use, release or

disposal, PacifiCorp or James Kiver (as the case may be) shall, at the direction of any
Governmental Authority, remove any such Hazardous Materials, or otherwise comply with the
regulations or orders of such authority, all at the expense of the party storing, using, releasing or
disposing of such Hazardous Materials. If there has been a change in the condition of such
property or the laws, tules or regulation pertaining to the health or the eovitonment affecting
such property so that the value of such property has been materally impaired, and if the party
obligated hercunder to remove such Hazardous Matenals or otherwise comply with the applicable |
regulations shall fail 1o proceed with such removal or otherwise comply with such regulations or
orders within the cure peniod permitted under the Applicable Law or if the Applicable Law does
not specify a cure period, within such reasonable cure period as requested by the non-complying
party and consented to by the complying party, the complying party may declare the
non-complying party 0 be in defaull under this Agreement or may, but shall nol be obligated to,
do whalever is reasonably necessary to eliminpate such Hazardous Matenials from such property or
otherwise comply with the applicable regulation or order, snd the cost thercof shall become
immediately due and payable upon notice and with interest thereon at the Default Rate, Each
party shall give 1o the other and its agents and employecs access 10 its respective property for
D. such purposes and hereby specifically grants to the other party a license effective upon expiration
of the apphcable cure period to remove the Hazardous Materials or otherwise comply with
applicable regulations, Fach party shall indemnify the other party and hold the other party
harmless from and against all loss, damage, expense, liability and response costs (including
attorney’s fees and costs incurred 1o the investigation, detense and settiement of claims) that the
other party may incur as a result of or in copnection with the assertion against the other of any
claim relating to the wrongtul use, misuse, release or discharge of any Hazardous Matenals by
such indemnitying party or the failure to comply with any tederal, state, or local laws, rules,
regulations or orders relating thereto, except to the extent such loss, damage, expense, lability or
response cost arises oul of the negligence of the otherwise indemnified party.

7.4.2 Each party shall promptly notify the other in writing of any order or pending
action by any Governmental Authority, or any claims made by any third party, relating to '
Hazardous Materials on, or emanations from, its respective property, and shall promptly furnish
the other with copies of any correspondence or legal pleadings in connection therewith, Fach
party shall have the right, but shall not be obligated under this Agreement, 10 notify any
CGovernmental Authority of any state of facts which may come to its attention with respect to
Hazardous Materials on or emanating from the other party’s respective property: provided,
however, that pror to any governmental notification, the notifying party shall inform the other
party of the intent 10 nouly the Governmental Avthority and shall provide such other party with
reasonable opportumiy to cure in accordance with any applicable regulations or orders relating

thereto.
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713 PacifiCorp shall return the Easement Property to James River al the

expiration of the term of the Easement free from all covironmental impaiements caused by .
PacifiCorp, its personal property, {ixtures or improvements, or its agents or any other Persons P
acting through or on behalf of PacifiCorp that could give rise to any claims against James River

by any Governmental Authority. .

7.1.4 James River shall promptly remediate any release of Hazardous Matenials on
the Easement Property 1oy the extent James Kiver is responsible for such emission, as required by
Applicable Law, unless such emission was caused by PacifiCorp, in which event PacifiCorp shall 4
remediate such release in accordance with Applicable Law.

7.1.5 The liability of each party 1o the other under the covenants of this Section’
to indemnify the other party or as to their obligation to clean up Hazardous Materials is pot
limited by any exculpatory provision in Section 7.2 and shall survive the termination of this
Agreement. , ‘

7.2 Limitation of Liability. Notwithstanding any other provision ol this Agreement
(except Section 7.16) or any other Project Agreement or the [ailure of essential purposes of any
remedies set forth in this Lease, cach party shall only be lable for direct damages as a result of a
breach or default hereunder. In no event shall either party or their officers, directors, employees |
or agents be liable, whether under contract, tort (including nepligence), strict liability, or any athe
cause of or form of action whatsoever, for claims of customers, cost of money, joss of use of
capital or revenue or any other incidental, special or copsequential loss or damage of any nature
arising at any time or from any cause whatsoever, or far exemplary or punitive damages,

7.3 Compliance With Applicable Laws. PacifiCorp shall, at its sole cost and expense,
comply with all applicable statutes, laws, ordinances, rules, regulations, orders, covenants,
conditions and restrictions of record, and conditional use or other permits now in force or which
may bereafter be in foree pertainiog 1o its use of the Busement Property and the Transmission
Facilities.

|
7.4 Maintenance. James River shal] at all times operate and maintain the Transmission
Facilines and shalt complete any modifications or repairs thereta, in such a manner that
PacifiCorp's activities on or about the Transmission Facilties and the Easement Property will not
be adversely alfected,
7.5 Insurance. James River shall be pamed as an additional insured on PaciliCorp's 1
Comprehensive General Liability insurance policies, and shall be entitled o coverage thereunder
for any casualtics or occurrences associated with the Transmission Facilities and/ov the Fasement.
and PacifiCorp’s activities in connection therewith.
7.6 Reserved. q

7.7 Taxes. Any sales, use or transfer taxes applicable 1o the sale to PacifiCorp of the
Transmission Facilities, the conveyance to PacifiCorp of the Hasement, and the conveyanee 1o
Jumes River of the License (and any deficiency, mterest or penalty wsserted with respect thereio
shadl be paid by PacifiCorp.

DL ALER K TLINESALE S



7.4 No Obligations Assumed. Except as provided in Section 7.6, PaciliCorp shall not
assurne Hability {or (x) any tax payable with respect 10 the transfer of the Transmission Facilitics,
Easement and License; or () any income tax or capital gains tax payable by James River or any
penalties or interest with respect o such Laxes,

7.9 Notices. All potices, requests and communications required o permitted hereunder
shall be delivered and shall be cffective in accordance with Section 14.6 of the Development
Apreentsnt.

710 Exhibits. The Exhibits referenced herein and attached hoveto are hereby
incorporated by reference.

for convenience or reference only and shall not modify, detine or limit any of the terms or
provisions thereof.

712 Severability. Any provision of this Apreement that shall be prohibited or
unenforceable in any jurisdiction shall, as to such jurisdiction, be toeffective 1o the extent of such
prohibition or unenforceability without invalidating the remaining provisions thereof (unless the
unenforceabtlity of such provision(s) prevents the primary intent of the parties hereunder from
being carried out), and any such prohibition or unenforceability in any junisdiction shail not
invalidate or render unenforceable such provision in any other jurisdiction. In the event any such
provision of this Agreement is so held invalid, the parties shall promptly rencgotiate in good [aith
new provisions to restore this Agreement as near as possible to its ornginal intent and effect. To
the extent permitted by Applicable Law, the parties hereto hereby waive any provision of law that
renders any provision hercol prohibited or unenforceable in any respect.

7.13 Further Assurances. Each Party agrees to execute and deliver alf further instruments
and documents, and take all further action that may be reasopably necessary 1o effectuate the
purposes and inteni of this Agreement.

governed by and construed in accordance with, the faws of the State of Washington applicable to
greements made and 1o be performed entirely within such State, including all matters of
construction, validity and performance,

7.5 Regeordation. The parties hereto have not recorded this Agreement and PacitiCorp
will not record this Agreement without the prior written consent of James River. PacifiCorp will
record in the official records of Clark County, Washington & memorandum of this Agreement in a
form mutually acceptable to the parties hereto,

judicial or other interpretation, enforcement, termination, concellation or rescission hereof, or tor
damages for the breach hereol, the prevailing party tn sny such action, teial, arbitration, petition
for review or appeal thereon shall be entitled 1o t$ reasonable attorneys” fees and court,
arbitration and other costs incurred, to be paid by the losing party as fixed by the courl or
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arbitrator in the same or a separate suit, and whether or not such action 18 pursued o decision or

judgment.

707 Counterparts. This Apreement may be signed in any number of counterparts ang
each counterpart shall represent a fully executed orviginal as if signed by both Parties.

IREMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOQF, the Parties have caused this Transmission Facilitics Purchase,
Fasement and License Apgreement to be executed by their duly authorized representatives as of

the date first above written.,

JAMES RIVER PAPER COMPANY, INC,, a Virginia corporation

By:
Name:
Title:

PACIFICORP, an Oregon corporation

By;
Name: Dennis P. Bteinberg
Title: Vice President
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Schedule A 1o
Development Agreement

Pormits For Which PagiliCorp s Responsibije

| Prudency review by the public vulities commissions of all applicable states. J
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ATTACHMENT B

Agreement of Purchase and Sale for Co-Generation Unit
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ATTACHMENT C

Purchase Agreement for Transmission Facilities



Purchase Agreement

THIS PURCHASE AGREEMENT is made and entered into as of this day
of March, 2015 (this “Purchase Agreement”) by PacifiCorp, an Oregon corporation
(“PacifiCorp”), for the benefit of Georgia-Pacific Consumer Products (Camas) LLC,
organized and existing under the laws of the State of Washington (“Buyer”). Capitalized
terms used but not defined in this Purchase Agreement shall have the meanings assigned to
such terms in the Transmission Agreement (as defined below). PacifiCorp and Buyer are
sometimes referred to herein together as (“Parties™).

RECITALS

WHEREAS, the Parties entered into that certain Transmission Facilities Purchase,
Easement and License Agreement, dated as of January 13, 1993 (the “Transmission
Agreement”), pursuant to which PacifiCorp has agreed, subject to the terms and conditions
of the Transmission Agreement, to provide Buyer an option to acquire all of PacifiCorp’s
right, title and interest in and to the transmission facilities, including all transmission lines,
transmission towers and components associated with the items set forth in Exhibits A and
B of the Transmission Agreement; and

WHEREAS, pursuant to the Transmission Agreement, the purchase price for the
transmission facilities pursuant to the Option (as defined in the Transmission Agreement)
would be PacifiCorp’s net book cost of the transmission facilities, including any sales or
other tax obligations arising directly out of such sale; and

WHEREAS, Buyer desires to acquire all of PacifiCorp’s rights, title and interests in
and to the transmission facilities and PacifiCorp desires to transfer such rights, title and
interest to Buyer outside of the previously referenced Option.

NOW, THEREFORE, in consideration of the foregoing premises and for other
good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, PacifiCorp and Buyer hereby agree as follows:

1. Effective Date. The effective date of this Purchase Agreement shall
commence as of the last date executed by either of the Parties.

2. Transmission Facilities. The Parties acknowledge and agree that the
transmission facilities included in this Purchase Agreement are those transmission
facilities, including all transmission towers, transmission lines and associated components,
starting at and including structure 6/2 (also called Y8) immediately outside of Lady Island
substation and continue following the electrical pathway to the generator located on
Buyer’s manufacturing facility in Camas, WA (the “Transmission Facilities™).

3. Sale. Subject to the terms and conditions of this Purchase Agreement,
including delivery of the consideration specified herein, PacifiCorp does hereby agree to
sell, assign, convey, transfer and deliver to Buyer upon the Closing, all of PacifiCorp’s
right, title and interest in and to the Transmission Facilities.



4. Representations and Warranties. PacifiCorp represents and warrants to
Buyer on the date hereof and on the Closing that it has good and valid title to the
Transmission Facilities. Except for PacifiCorp’s warranty of title to the Transmission
Facilities, such Transmission Facilities are being sold in “as-is” condition with no
guarantees or warranties, either expressed or implied.

5. Purchase Price. Buyer shall pay to PacifiCorp at the Closing a purchase
price $135,967.76.

6. Further Assurances. PacifiCorp shall, from time to time after the date
hereof, at Buyer’s request and expense, prepare, execute and deliver to Buyer such other
instruments of conveyance and transfer and take such other action as Buyer may
reasonably request in order to sell, transfer, convey, assign and deliver and vest in Buyer,
its successors and assigns, title to and possession of the Transmission Facilities as provided
in the Transmission Agreement and to further effect the purposes of this Purchase
Agreement.

7. Relationship to Transmission Agreement; Construction. The Parties agree
that no Option notice has been delivered by Buyer under the Transmission Agreement and
that this Purchase Agreement or any related communications will not serve as an Option
notice under the Transmission Agreement. The terms and conditions of the Transmission
Agreement, including all of the covenants, representations and warranties contained
therein, shall all survive the execution and delivery of this Purchase Agreement. For the
avoidance of doubt the execution and delivery of this Purchase Agreement shall in no way
supplant, limit or extinguish Buyer’s right to exercise the Option created by Article 6 of the
Transmission Agreement unless the Closing has occurred in which case the Option will be
terminated coincident with the Closing.

8. No Waiver. It is understood and agreed that nothing in this Purchase
Agreement shall constitute a waiver or release of any claims arising out of the contractual
relationships between PacifiCorp and Buyer.

9. No Third Party Beneficiary. Nothing in this Purchase Agreement, express
or implied, is intended or shall be construed to confer upon, or give to, any person other
than Buyer, PacifiCorp and their successors and permitted assigns any remedy or claim
under or by reason of this Purchase Agreement or any agreements, terms, covenants or
conditions hereof and all the agreements, terms, covenants and conditions contained in this
Purchase Agreement shall be for the sole and exclusive benefit of Buyer, PacifiCorp and
their successors and permitted assigns.

10.  Binding Effect. This Purchase Agreement and all of the provisions hereof
shall be binding upon and shall inure to the benefit of PacifiCorp, Buyer and their
respective successors and permitted assigns.

11.  Governing Law. This Purchase Agreement shall be governed by and
construed in accordance with the laws of the State of Washington (regardless of the laws



that might otherwise govern under applicable principles of conflicts of law) as to all
matters, including matters of validity, construction, effect, performance and remedies.

12.  Severability. Any term or provision of this Purchase Agreement that is
invalid or unenforceable in any situation will not affect the validity or enforceability of the
remaining terms and provisions hereof or the validity or enforceability of the offending
term or provision in any other situation or in any other jurisdiction.

13. Conditions Precedent.  PacifiCorp’s obligation to sell, and Buyer’s
obligation to buy the Purchased Assets is subject to obtaining all necessary approvals by
the appropriate state regulatory commissions.

14.  Covenants.  PacifiCorp shall use commercially reasonable efforts to
acquire all necessary regulatory approvals prior to the Closing of this Purchase Agreement.

15.  Closing. The closing (the “Closing”™) shall take place on December
31, 2015 upon satisfaction or waiver of the conditions precedent in Article 13. In the event
that the Closing does not occur on December 31, 2015 as a result of the conditions
precedents set forth in Article 13 not being satisfied or waived, the Closing of this Purchase
Agreement shall be postponed until such conditions are satisfied; provided, however, in in
the event the Closing does not occur within six months of December 31, 2015 this Purchase
Agreement shall terminate, except as mutually agreed.

16.  Easements. Notwithstanding Article 3.1.3 of the Transmission Agreement,
the Easement (as defined in the Transmission Agreement) granted by James River to
PacifiCorp, and any other easements granted by Buyer (or its predecessors-in-title) to
PacifiCorp related to the Transmission Facilities, shall terminate upon the Closing of this
transaction. At Closing, the parties hereto shall enter into the necessary documents to
remove such easements from title to Buyer’s property. Further, at Closing, PacifiCorp
shall assign to Buyer all of its right, title and interest in that certain FEasement No.
51-044556 granted by the State of Washington, Department of Natural Resources.
PacifiCorp agrees to reasonably cooperate with Buyer to obtain consent to the assignment
from the Department of Natural Resources

17.  Crossing Permit. At Buyer’s option, at Closing, PacifiCorp shall assign all
of its interest in the Wireline Crossing Permit, No. 241,200, from Burlington Northern
Company, dated June 16, 1982, to Buyer, to the extent assignment is allowed by the terms
of such Crossing Permit. PacifiCorp further agrees to reasonably cooperate with Buyer to
locate such Crossing Permit, and subject to Article 6 of this Purchase Agreement, take such
actions required to assist Buyer in the procurement of any replacement Wireline Crossing
Permit.

.18, Jury Trial. To the fullest extent permitted by law, each of the parties hereto
waives any right it may have to a trial by jury in respect of litigation directly or indirectly
arising out of, under or in connection with this Agreement. Each party further waives any
right to consolidate, or to request the consolidation of, any action in which a jury trial has
been waived with any other action in which a jury trial cannot be or has not been waived.



19.  Counterparts. This Purchase Agreement may be executed in one or more
counterparts, each of which will be deemed to be an original copy of this Purchase
Agreement and all of which, when taken together, will be deemed to constitute one and the
same agreement.

IN WITNESS WHEREOF, PacifiCorp and Buyer have caused its duly authorized
representative to execute this Purchase Agreement on the dates indicated below.

PACIFICORP Georgia-Pacific Consumer Products
(Camas) LLC

By: %L//»/ By: Wfd&

Name:  2.24 L4,/ Name: MCCHAEL E. APAMS

Title: P, 7ransmisrien Title: VICE FPRESTDENT

Date: 3.7 /05 Date: MARCH 1%, 2015

¥

o



ATTACHMENT D

Costs of Assets and Accumulated Depreciation
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ATTACHMENT E

Proposed Journal Entries



Proposed Entry to Record the Sale of Camas Cogeneration and Transmission Facility

1. Record receipt of proceeds and closing costs from the sale of Camas Cogeneration assets

FERC Account
Description Debit Credit

131 Cash $ 485,968
102 Electric Plant Purchased or Sold - Sales Price $ 485,968

2. Record the retirement of Camas Cogeneration and Transmission assets

FERC Account
Description Debit Credit
108 Accumulated Depreciation $ 34,873,245
102 Electric Plant Purchased or Sold 1,228,663
101 Electric Plant in Service $ 36,101,908

3. To clear account 102 - Electric plant purchased or sold to account 421.2 - Loss on disposition of property and record the
Oregon Balancing Account Regulatory Liability Adjustment

FERC Account
Description Debit Credit
421.2 Loss on Disposition of Property $ 555,537
254 Other Regulatory Liabilities - OR 25.1998% 187,158
102 Electric Plant Purchased or Sold $ 742,695

Record current and deferred tax on the sale of Camas Cogeneration and Transmission assets and to record the deferred tax
4. on the Oregon Balancing Account Regulatory Liability Adjustment

FERC Account
Description Debit Credit
146 Accounts Receivable from Associated Companies $ 2,078,843
409.1 Income Taxes, Utility Operating Income $ 2,078,843
410.1 Provision for Deferred Income Taxes, Utility Operating Income $ 1,796,982
282 Accumulated Deferred Income Taxes - Other Property $ 1,796,982
410.1 Provision for Deferred Income Taxes, Utility Operating Income $ 58,240
283 Accumulated Deferred Income Taxes - Other 35,622
182.3109 Regulatory Asset - FAS 109 $ 93,862
410.1 Provision for Deferred Income Taxes, Utility Operating Income $ 71,028

190 Accumulated Deferred Income Taxes $ 71,028



