"W PACIFIC POWER E e

A DIVISION OF PACIFICORP

January 14, 2013

VIA ELECTRONIC FILING
AND OVERNIGHT DELIVERY

Public Utility Commission of Oregon
550 Capitol Street NE, Ste 215
Salem, OR 97301-2551

Attn:  Filing Center

RE: UM 1182 — Reply Testimony and Exhibits of Stacey J. Kusters

PacifiCorp d/b/a Pacific Power submits for filing an original and five copies of the reply
testimony and exhibits of Stacey J. Kusters.

Confidential material in support of the filing has been provided to parties under the protective
order in this docket (Order No. 11-506).

Please direct any informal inquiries regarding this filing to Bryce Dalley, Director, Regulatory
Affairs and Revenue Requirement, at (503) 813-6389.

Sincerely,

William R. Griffith
Vice President, Regulation

Enclosures

cc: Service List UM 1182



CERTIFICATE OF SERVICE
I hereby certify that I served a true and correct copy of the foregoing document, in
Docket UM 1182, on the date indicated below by email and/or US Mail, addressed to
said parties at his or her last-known address(es) indicated below.

Janet L. Prewitt (W) (C)
Department of Justice

1162 Court St. NE

Salem, OR 97301-4096
Janet.prewitt@doj.state.or.us

Renee M France (W) (C)
Natural Resources Section
1162 Court St. NE

Salem, OR 97301-4096
Renee.m.france@doj.state.or.us

Vijay A. Satyal (W) (C)
Oregon Department of Energy
625 Marion St. NE

Salem, OR 97301
Vijay.a.satyal(@state.or.us

David J. Meyer (W)

Avista Corporation

P.O. Box 3727

Spokane, WA 99220-3727
David.meyer(@avistacorp.com

Michael Parvinen (W)
Cascade Natural Gas

8113 W. Grandridge Blvd.
Kennewick, WA 99336
michael.parvinen@ecngc.com

Gordon Feighner (W) (C)
Citizens’ Utility Board of Oregon
610 SW Broadway, Suite 308
Portland, OR 97205
Gordon(@oregoncub.org

G. Catriona McCracken (W) (C)
Citizens’ Utility Board of Oregon
610 SW Broadway, Suite 308
Portland, OR 97205
catriona@oregoncub.org

Matt Hale (W) (C)

Oregon Department of Energy
625 Marion St. NE

Salem, OR 97301
Matt.hale(@state.or.us

David F. White (W) (C)
Portland General Electric

121 SW Salmon St., IWTC1711
Portland, OR 97204

David. white@pgn.com

Ann L. Fisher (W)

AF Legal & Consulting Services
P.O. Box 25302

Portland, OR 97298-0302
ann@annfisherlaw.com

Patrick Ehrbar (W)

Avista Corporation

P.O. Box 3727

Spokane, WA 99220-3727
Patrick.ehrbar@avistacorp.com

Dennis Haider (W)
Cascade Natural Gas

8113 W. Grandridge Blvd.
Kennewick, WA 99336
Dennis.haider@mdu.com

Robert Jenks (W) (C)

Citizens’ Utility Board of Oregon
610 SW Broadway, Suite 308
Portland, OR 97205
Bob@oregoncub.org

Irion A. Sanger (W) (C)
Davison Van Cleve

333 SW Taylor, Suite 40000
Portland, OR 97204
ias@dvelaw.com




S. Bradley Van Cleve (W) (C)
Davison Van Cleve PC

333 SW Taylor, Sutie 400
Portland, OR 97204
bve@dvelaw.com

Regulatory Dockets (W)
Idaho Power Company
P.O. Box 70

Boise, ID 83707-0070
dockets@idahopower.com

Lisa Rackner (W) (C)
McDowell & Associates PC
520 SW Sixty Ave., Suite 830
Portland, OR 97204
dockets@mcd-law.com

Alex Miller (W)

Northwest Natural Gas Company
220 NW 2™ Ave.

Portland, OR 97209
Alex.miller@nwnatural.com

Robert D. Kahn (W)

NW Independent Power Producers
1117 Minor Ave., Suite 300
Seattle, WA 98101
rkahn@nippc.org
rkahn@rdkco.com

Patrick Hager (W) (C)

Portland General Electric

121 SW Salmon St., IWTC0702
Portland, OR 97204
Pge.opuc.filings@pgn.com

Stefan Brown (W) (C)

Portland General Electric

121 SW Salmon St., IWTC1711
Portland, OR 97204
stefan.brown@pen.com

John W. Stephens (W)

Esler Stephens & Buckley
888 SW Fifth Ave., Suite 700
Portland, OR 97204-2021
stephens@eslerstephens.com
mec(@eslerstphens.com

Lisa D. Nordstrom (W) (C)
[daho Power Company

P.O. Box 70

Boise, ID 83707-0070
Lnordstrom(@idahopower.com

David E. Hamilton (W)

Norris & Stevens

621 SW Morrison St., Suite 800
Portland, OR 97205-3825
davidh@norrstev.com

Wendy Gerlitz (W)
NW Energy Coalition
1205 SE Flavel
Portland, OR 97202
Wendy@nwenergy.org

Mary Wiencke (W)(C)

Pacific Power

825 NE Multnomah, Suite 1800
Portland, OR 97232

mary. wiencke@pacificorp.com

Oregon Dockets (W)

PacifiCorp

825 NE Multnomah, Suite 2000
Portland, OR 97232
Oregondockets@pacificorp.com

William A. Monsen (W) (C)
MRW & Associates, LLC
1814 Franklin St. Suite 720
Oakland, CA 94612
Wam(@mrwassoc.com




Robert Procter (W) (C)

Oregon Public Utility Commission
P.O. Box 2148

Salem, OR 97308
Robert.procter@state.or.us

Megan Walseth Decker (W)
Renewable Northwest Project
917 SW Oak, Suite 303
Portland, OR 97205
megan(@rnp.org

DATED: January 14, 2013

Michael T. Weirich (W) (C)
Department of Justice

Regulated Utility & Business Section
1162 Court St. NE

Salem, OR 97301-4096

Michael. weirch@doj.state.or.us

Gregory M. Adams (W) (C)
Richardson & O’Leary
P.O.Box 7218

Boise, ID 83702
greg(@richardsonandoleary.com

M~

Amy Eissler
Coordinator, Regulatory Operations



REDACTED

Docket No. UM-1182
Exhibit PAC/200
Witness: Stacey J. Kusters

BEFORE THE PUBLIC UTILITY COMMISSION
OF THE STATE OF OREGON

PACIFICORP

REDACTED
Reply Testimony of Stacey J. Kusters

January 2013




10

11

12

13

14

15

16

17

18

19

20

21

22

23

Q.

A.

PAC/200
Kusters/1

Are you the same Stacey J. Kusters who previously submitted testimony in
this proceeding on behalf of PacifiCorp d/b/a Pacific Power (the Company)?

Yes.

Purpose of Testimony

Q.
A.

What is the purpose of your testimony?

My testimony includes a rebuttal of the parties’ direct testimony regarding the
Guideline 10(d) analytic framework (Guideline 10(d) Analysis) used to compare
bids for power supply contracts between the Company and third parties to a cost-
based benchmark alternative (Benchmark Resource) during a competitive
resource solicitation. My rebuttal is limited to a discussion of competitive
bidding Guideline 10(d) and to the items identified by the Public Utility
Commission of Oregon (Commission) in Order No. 12-324 to be addressed in this
phase of the docket: 1) construction cost over- and under-runs; 2) heat rate
degradation; 3) wind capacity factor; and 4) counterparty risk. I respond to the
proposals and analysis presented by Mr. Procter on behalf of Commission Staff
(Staff), and Mr. Monsen and Ms. Collins on behalf of the Northwest and
Intermountain Power Producers Coalition (NIPPC).

How is your testimony organized?

My testimony has five parts. The first part addresses the Guideline 10(d)
Analysis and specifically responds to Staff’s recommendations regarding the
conceptual framework for this Phase I, as well as provides a response to NIPPC’s
proposals. The remaining four parts include rebuttal and further

recommendations associated with each of the items to be initially addressed in

REDACTED Reply Testimony of Stacey J. Kusters
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this phase of the docket: 1) construction cost over- and under-runs; 2) heat rate
degradation; 3) wind capacity factor; and 4) counterparty risk. For each item, I
compare the risks and benefits associated with a Benchmark Resource and bids
for third-party owned resources by applying the conceptual framework discussed
in the first part of my testimony. In addition, for each item, I specifically rebut
the analysis presented by NIPPC witnesses Mr. Monsen and Ms. Collins.

Please summarize your testimony.

My testimony explains why it is important to focus Phase II of this docket on
improving the Guideline 10(d) Analysis process and reducing the potential for
bias rather than on the development of generic bid adjustments to be applied to
future bid solicitations, as NIPPC proposes. With respect to construction cost
over- and under-runs, heat rate degradation, and wind capacity factor, I describe
in detail why generic bid adjustments are not in the best interest of customers and
explain the flaws with the analysis presented by NIPPC witness Mr. Monsen.
With respect to counterparty risk, I reiterate my position in direct testimony that
the probability of default should be incorporated into the bid review process as
well as describe why the testimony presented by NIPPC witness Ms. Collins is

largely irrelevant.

Recommendations for a Guideline 10(d) Analysis

Please summarize the recommendation made in your direct testimony.
[ recommended improving the Guideline 10(d) Analysis process, which involves
the independent evaluation of the Benchmark Resource (ifany) and all or a

sample of the bids to determine whether the selections for the initial and final

REDACTED Reply Testimony of Stacey J. Kusters
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shortlists are fair and reasonable, rather than focusing on the development of
generic pre-determined bid adjustments. In addition, I recommended that
compliance with Guideline 10(d) also include an evaluation of the unique risks
and advantages associated with the Benchmark Resource (if used). I noted that
the Company does not believe that focusing on the development of generic pre-
determined bid adjustments will achieve the stated goal of developing a more
comprehensive accounting and comparison of a/l the relevant risks.'

Q. Has your recommendation changed?

A. No. The Company continues to believe that generic pre-determined bid
adjustments are neither advisable as a policy matter nor necessary as a means to
fairly evaluate the risks and benefits of third-party owned resources with a
Benchmark Resource. As will be described in more detail below, the flaws in the
analysis and conclusions presented by NIPPC witness Mr. Monsen only serve to
highlight the futility of attempting to generically pre-determine and pre-judge
certain types of risks and benefits associated with different types of resources and
acquisition structures. | continue to believe that the introduction of any level of
generic bid scoring adjustments based on ownership structure is likely to distort
the bid ranking process, introduce bias, and potentially increase cost and/or risk to

customers.

! See In the Matter of An Investigation Regarding Performance Based Ratemaking Mechanisms to Address
Potential Build-vs.-Buy Bias, Docket UM 1276, Order No. 11-001 at 6 (January 3, 2011) (“Order No. 11-
0017).
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In Staff’s testimony, Mr. Procter concludes that the Commission’s directive
in Order No. 11-001 for Phase II was to develop a more in-depth analysis of
risks that arise from selecting a utility’s benchmark resource versus buying
the output from an Independent Power Producer (IPP). 2 Do you agree with
this conclusion?

Yes. The focus of Phase II should be solely on the development of a more in-
depth analysis of the comparative risks and advantages that arise from selecting a
utility’s Benchmark Resource versus buying output from an IPP. I note that there
is a multitude of different contractual structures to acquire power supply from
third parties which adds complexity to such an analysis. For example, contract
structures could include fixed or variable price power purchase agreements
(PPAs), tolling agreements, or lease agreements, all of which will have different
terms and conditions that create different types and degrees of risk to customers.
Staff’s testimony includes a proposed conceptual framework for Phase II.
Do you agree that a conceptual framework for Phase II would be helpful?
Yes. Given the complexity of issues addressed in Phase II, a conceptual
framework would aid the parties in both gaining a clear understanding of any
future potential for bias to be addressed in Phase II and guiding the development
of an appropriate response.

What is Staff’s proposed conceptual framework?

Mr. Procter recommends a conceptual framework for Phase I that is designed to
address each of the three goals of Phase II, which Mr. Procter defines as: “(1)

determine how the risks are addressed in bid evaluation, (2) determine what bias

2 Staff/100, Procter/3.
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exists, and (3) recommend adjustments to guideline 10(d) to account for that

»3 M. Procter also notes that the focus of the risk analysis in Phase II should

bias.
be on risk to ratepayers.

Do you agree with Staff’s goals for Phase I1?

Yes, in part. The Company agrees with Staff’s goals in that the first and third
goals seek to determine whether any adjustments to Guideline 10(d) in the
competitive bidding guidelines are ultimately necessary, and to more clearly
understand the risks and benefits associated with any proposal, whether they be
Benchmark Resources or third-party owned resources. The key point is that only
once the comparative risks are understood can appropriate evaluation criteria be
developed for the Guideline 10(d) Analyses performed in future requests for
proposals (RFPs). Therefore, the Company agrees with Staff that a goal of Phase
IT is to determine how the risks are addressed in Guideline 10(d) of the bid
evaluation process. The Company also agrees with Staff that the focus of the risk
analysis should be on risk to customers.

Do you propose any modifications to Staff’s goals for Phase II?

Yes. The second goal is not necessary. It will not be helpful or constructive to
focus on determining what bias exists, if any, in the current evaluation process.
This is because the focus need only be on ensuring that the process is fair and
robust and eliminates, or reduces to the extent possible, the potential for bias in
future RFPs. For instance, if there is concern that utilities will deliberately
underestimate project construction costs for a Benchmark Resource—any actual

occurrence of which has not been established and which I vigorously argue does

31d.
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not occur—the way to remedy this concern is to enhance the process to eliminate
or minimize this possibility on a going forward basis.
How does Staff propose determining what bias exists?
Mr. Procter states that the Commission is interested in Phase II in “systematically
evaluating if the current bid evaluation criteria itself is structured in such a way as
to result in bias.”* Mr. Procter goes on to state:

[f it turns out that the existing bid evaluation criteria

reasonably accounts for differences in risk between two

bids, then that is evidence that the bid evaluation criteria

are free of bias. In that case, changes to guideline 10(d) are

not warranted. In contrast, if there are two bids that leave

ratepayers exposed in substantively different ways to at

least one of the four risks under investigation, and the bid

evaluation criteria does not accurately account for this

difference, then that is evidence that the bid evaluation

criteria contains bias. In this case, changes in the guideline

10(d) are warranted.’
Do you agree with this?
No, I do not agree with this to the extent it requires mining historical information
and attempting to establish whether or not bias existed in prior RFPs. Focusing
on arguments that attempt to establish the existence of bias in prior RFPs is not
constructive because: 1) the potential for future bias is relevant, and, as such, the
potential for future bias is not demonstrated by allegations of prior bias; and 2) it
would involve a burdensome post hoc evaluation of historical resource selections,
many of which have already been reviewed and approved by Independent

Evaluators (“IE”) and the Commission in a ratemaking proceeding. As I explain

in greater detail below, the comparative risks associated with different resource

‘_‘ Staff/100, Procter/7
> Id.

REDACTED Reply Testimony of Stacey J. Kusters
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options are highly dependent on the facts specific to a particular bid solicitation
and the nature of the bids received in response to that solicitation. Furthermore,
the risks faced by both utilities and third parties in developing new resources can
change significantly given external factors that include economic conditions,
natural gas prices, commodity prices, materials costs, global supply/demand for
major components, lead time on critical path equipment, labor costs,
technological advancements, and general supply and demand for engineer,
procure and construct (EPC) contractors.

Do you believe the Guideline 10(d) Analysis could improve?

Yes. Efforts could be made to continuously improve the RFP process. It is also
critical that any Guideline 10(d) Analysis be flexible enough to account for RFP-
specific requirements as well as changes in industry trends. For the reasons more
fully described below, requiring the IE to apply generic pre-determined bid
adjustments to all future RFPs could result in resource selections that are not in
customers’ best interests.

What is your recommendation for establishing a revised Guideline 10(d)
Analysis?

Rather than instituting a Guideline 10(d) analytic framework that calls for the
application of generic pre-determined bid adjustments to all RFPs (even where
they may not be relevant), the processes set forth in the current competitive
bidding guidelines can be utilized to develop an appropriate 10(d) evaluation for
each individual RFP. The Commission’s competitive bidding guidelines,

specifically Guidelines 6 and 7, already provide a process whereby a Guideline

REDACTED Reply Testimony of Stacey J. Kusters
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10(d) Analysis may be developed for each RFP. Guideline 6 requires the utility
to, among other things, prepare a draft RFP and provide it to all parties and
conduct workshops on the draft RFP.® Guideline 7 requires the solicitation of
public comments on the utility’s final draft RFP.’

Why is it important to develop a Guideline 10(d) Analysis on an RFP-specific
basis?

Each RFP is unique. For example, the evaluation of a renewable Benchmark
Resource is different than the evaluation of a Benchmark Resource submitted as
part of an all-source RFP. Exhibit PAC/201 is an example of a renewable RFP.
Exhibit PAC/202 is an example of an all-source RFP. A comparison of these two
exhibits demonstrates that the evaluation process used in each of these two RFPs
is unique and establishing general pre-determined adjustments would not be
applicable to each of the RFPs. An RFP-specific Guideline 10(d) Analysis can
take into account the facts and circumstances of each individual RFP, including
the market and available technologies at the time the RFP is issued.

What is the purpose of Phase II if the Guideline 10(d) analytical framework
should be developed on an RFP-specific basis?

The focus of Phase II should be on the Guideline 10(d) Analysis process. The
outcome of Phase II can provide an outline and parameters for the development of
RFP-specific analyses.

In light of the foregoing, what is the fundamental flaw in NIPPC’s approach?

NIPPC’s proposed bid adjustments skip the important first step of assessing the

8 See In the Matter of an Investigation Regarding Competitive Bidding, Docket UM 1182, Order No. 06-
446 at Appendix A, p.2 (August 10, 2006) (“Order No. 06-446”).
B

Id.
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comparative risks associated with both the Benchmark Resource and third-party
owned resources and determining whether any potential for bias exists. In other
words, NIPPC proposes asymmetric bid adjustments to only Benchmark
Resources without first demonstrating that such an approach is necessary or
reasonable.

Are there other basic problems with NIPPC’s approach?

Yes, there are a number of erroneous facts and questionable assumptions included
in Mr. Monsen’s analysis that I describe in more detail below. In addition, a
fundamental flaw with Mr. Monsen’s analysis is that it is solely based on utility-
owned resources. NIPPC simply fails to present any comparative evidence
demonstrating that third-party bids associated with third-party owned resources
do not also carry the potential for bias. Mr. Monsen fails to provide any evidence
that third-party procurement practices and contractual requirements are more
rigorous than a utility’s. Considering only the risks of utility-owned resources
without comparing them to risks of third-party owned resources captures only half
the picture, and it also distorts bid rankings by introducing a pre-determined and
guaranteed bias as matter of policy. Rather than evaluate the risks associated with
Benchmark Resources and third-party owned resources, NIPPC assumes, without
analysis or support, that Benchmark Resources pose higher risks to customers.
What appears to be the basis for NIPPC’s approach?

NIPPC appears to be leveraging the Commission’s acceptance of the premise that

a bias exists in the utility resource procurement process that favors Benchmark

REDACTED Reply Testimony of Stacey J. Kusters
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Resources over entering into PPAs® as a means to conclude that a bias exists with
respect to the four factors examined herein. NIPPC argues that the way to
improve the evaluation process is to produce a Guideline 10(d) Analysis that is
intentionally biased in favor of third-party owned resources. As a result, NIPPC’s
proposal introduces a bias against Benchmark Resources.

Does this approach have the potential to harm customers?

Yes. NIPPC’s approach assumes that a Benchmark Resource always has more
risk than a PPA. If, however, this assumption is incorrect, customers are likely to
pay more than what they would otherwise if a PPA is selected via an RFP process.
Even if one accepts the unsupported premise that third-party owned projects are
less risky to utility customers, generic bid adjustments do not act to ensure that
the least cost, least risk resource is selected. Instead, as discussed further below,
imposing bid adjustments on one group of alternatives may harm customers
because the remaining bidders are then incented to increase their bid price.

Does Mr. Monsen suggest an alternative to using bid adjustments?

Yes. Mr. Monsen suggests that if a particular bid adjustment is not used for a bid,

the utility will bear the burden of demonstrating to the Commission (after

opportunity for comment by the IE, Commission Staff, and non-bidding
stakeholders) that the Benchmark Resource properly takes into account the
potential cost increase addressed by a prospective bid adjustment.

How do you respond?

Mr. Monsen’s proposal is unworkable, for a number of reasons. This proposal

would hinder an already lengthy and burdensome RFP process. To ensure a RFP

8 OrderNo. 11-011 at 5.
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is fair and equitable for all bidders, the bid adjustments would need to be removed
from each bid for the analysis to evaluate the baseline and then reevaluate using
any adjustments. It is hard to imagine that the process of having the IE review the
Company’s arguments against each adjustment could be completed expeditiously
and not be without controversy from the bidders because the rules are not well
defined and may change in the evaluation process. More fundamentally, any
adjustments to the bid scoring should originate and be supported by the IE and be
symmetrical. The current method of establishing a bid scoring methodology for a
Benchmark Resource, which currently includes price and non-price factors as
applicable, is before market bids are received. This effectively yields a fair and
open RFP, which is vital for a robust response. Bidders would likely have
concern—and reasonably so—over the prospect that the Company would be
proposing lists of bid-specific adjustments after all bids were received. This may
lead to a lack of participation and limited options for any future RFP. Finally, Mr.
Monsen’s suggestion does not appear to address the potential for a conflict of
interest in situations where a non-bidder stakeholder is also an organization with
members who may themselves be a bidder in the RFP process.

Does this conclude the first part of your testimony?

Yes. 1turn now to a discussion of each of the four factors at issue in this phase of

the docket.

REDACTED Reply Testimony of Stacey J. Kusters



10

11

12

13

14

15

16

17

18

19

20

21

22

23

PAC/200
Kusters/12

Construction Cost Over- and Under-Runs

Q.

Please summarize your testimony regarding construction cost over- and
under-runs.

NIPPC witness Mr. Monsen’s analysis regarding empirical construction cost over-
runs is based on inaccurate facts or misinterpreted assumptions, and further
highlights why the attempt to develop generic pre-determined bid adjustments
applicable in future RFPs is not advisable.

What are the comparative risks associated with construction cost over- and
under-runs for Benchmark Resources and third-party owned resources?
When the utility is able to negotiate a fixed price contract associated with a third-
party owned resource or its output (which, as noted in my direct testimony, should
not be considered a foregone conclusion), the difference between a Benchmark
Resource and a third-party owned resource is that the Benchmark Resource is
cost-based while the third-party owned resource is a fixed price. A utility may
seek recovery of construction cost over-runs from utility customers (though the
utility must demonstrate that the costs are prudent) but may not retain any
construction cost under-runs as profit if the resource is under budget. Assuming a
third-party owned resource is negotiated for a fixed price, the third-party proposal
for a PPA may not seek recovery of construction cost over-runs; however,
customers do not receive the benefit of construction cost under-runs.
Furthermore, construction cost over-runs associated with a Benchmark Resource
may be specifically due to enhancements or modifications that result in improved

resource availability or performance and overall reduction in costs to customers.
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Isit possible to have a truly fixed price contract?

[ am advised by counsel that it depends on the negotiated terms and conditions,
contract law and other applicable laws. For example, it is typical for contracts to
have force majeure provisions. Depending on the given situation, claims of force
majeure may result in an increased cost or risk to customers. Also, by way of
example, bankruptcy laws may result in contracts being abrogated.

Should the bid evaluation process be designed around past construction cost
over- or under-runs for utility-owned projects?

No. In his testimony, Mr. Monsen points to what he claims to be a recent history
of construction cost over-runs for power projects. Mr. Monsen then appears to
formulate a conclusion that future utility project construction cost over-runs will
occur and warrant generic bid adjustments aimed at increasing the evaluated costs
of Benchmark Resources.” To support this conclusion, Mr. Monsen cites a 2007
Edison Foundation study prepared by The Brattle Group finding that utility
infrastructure construction costs were on the rise at that time, in large part due to
dramatic increases to prices of steel, cement, and other raw materials.

Are the findings of the 2007 Edison Foundation study relevant to future
construction cost over- and under-runs?

No. Mr. Monsen fails to note how many of the referenced projects were
performed under a fixed price EPC contract. Mr. Monsen also fails to note that
since this study was published, demand for electricity has fallen sharply and has
continued to decline, impacting the relevance of the findings contained in the

study. For example, one of the findings in the 2007 Edison Foundation study

® NIPPC/100, Monsen/7, 33.
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cited by Mr. Monsen is that labor costs were increasing due to a backlog of
contracts at large EPC firms.'® However, since demand has fallen, there is no
longer such a backlog or accompanying pressure on labor costs (overtime,
premium pay, etc.), major equipment and other commodities. Since construction
costs are comprised of labor and materials costs, falling labor and materials costs
imply a reduction in overall construction costs. This only highlights the fact that
past trends in construction costs are not necessarily reliable predictors of future
construction costs. Further, under no circumstances should a generic bid
adjustment be developed, to be applied to all future bid solicitations, based on
past trends or anecdotal evidence of utility project construction cost over-runs.
Rather, the bid evaluation process should be flexible enough to account for

shifting trends in construction costs and the ability of the EPC market to submit

fixed price bids.

Q. Does Mr. Monsen describe any other instances of construction cost over-
runs?

A. Yes. Mr. Monsen describes two instances of utility construction cost over-runs:

one with Southern California Edison Company (SCE)"! and one with Otter Tail
Power Company.'?> Mr. Monsen concludes that had appropriate bid adjustments

been applied to the utility alternative, an IPP bid may have been selected instead

1O NIPPC/100, Monsen/8.
"' NIPPC/100, Monsen/10.
12 NIPPC/100, Monsen/8.
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and this would have saved customers from higher costs on the assumption that an

IPP would have been obligated to absorb the construction cost over-runs. '

Q. Do you agree with this conclusion?
No, this is a gross over-simplification. As Inoted in my direct testimony, in the
face of uncertain or volatile prices for materials, IPP bidders become less willing
to make fixed-price bids.'* Further, in the event price volatility was not
anticipated and an IPP experiences significant construction cost over-runs, there is
nothing to prevent an IPP from abandoning a project if it becomes economic to do
so. In the event the utility is required to step into the project or otherwise
purchase replacement power, " costs to customers may increase even more than
the construction cost-over-run the original developer would have experienced. In
this way, the potential for unforeseen increases in construction costs as presented
by NIPPC may increase the risk associated with an IPP bid. Also, if the IPP uses
the utility’s credit to support the contract and the IPP fails, it would seem unlikely
that the IPP would bear the costs.'®

Q. How might the generic bid adjustments proposed by NIPPC impact
customers?

A. Under NIPPC’s proposed generic bid adjustments, the selection of an IPP bid

would guarantee that customers would always pay the construction cost over-run

adjustment, but never benefit if construction cost under-runs materialized. This is

'3 NIPPC/100, Monsen/11.

"* PAC/100, Kusters/18-19.

' Note that in the case of SCE, market purchases of replacement power may not have been a feasible
solution. SCE was directed to acquire summer peaking capacity for reliability purposes. If no such capacity
were available in the market, they might have missed their reliability goal completely.

'® The Company selected a geothermal resource in Utah in the 2003B renewable RFP where the bidder
abandoned the project after it determined it could not construct the project at the cost it had submitted in the
RFP.
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because IPPs will rationally attempt to avoid absorbing construction cost over-
runs. If one assumes that construction costs are always on average higher than
initial cost estimates, then presumably IPPs would increase their bid prices in
order to account for this trend or enter into fixed price EPC contracts. Further, if
generic bid adjustments are applied only to a Benchmark Resource, as applicable,
[PP bids could increase their bid prices by slightly less than the amount of the
adjustment, and their bids would still be competitive, even if the Benchmark
Resource was itself subject to a fixed price EPC contract. If an IPP project is
selected, customers may ultimately bear a much higher cost than if a Benchmark
Resource were selected because of the application of generic bid adjustments.
Are there other errors or inaccuracies in Mr. Monsen’s analysis?

Yes, Mr. Monsen reaches conclusions based on inaccurate facts or misinterpreted
assumptions. Irebut each of these below. These errors further highlight why the
attempt to develop a generic pre-determined quantitative adjustments to apply to
future resource solicitations is not advisable.

How does NIPPC witness Mr. Monsen describe changes in price for the

Dunlap project?

Do you agree with this finding?

No. This conclusion is erroneous in three ways. First, Mr. Monsen misinterprets
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the documents presented to support his claim. Mr. Monsen presents two
documents in support of his conclusion. One is a memorandum dated September
11, 2009 from the IE to Commission Staff that includes an analysis of the
PacifiCorp benchmark bid in the 2009R RFP. This document is designated in this
docket as NIPPC Confidential Exhibit 114. The second document is dated July
24,2009 and is a filing with the Wyoming Public Service Commission regarding
confidential cost information related to the CPCN application for the Dunlap
project. This document is designated in this docket as NIPPC Confidential
Exhibit 115. In Mr. Monsen’s testimony, he notes that there was a price increase
during the time of the bid solicitation to the time of the CPCN application.
However, the CPCN application was filed July 24, 2009, while the cost for the
Dunlap project cost was submitted and reviewed by the IE in the 2009R RFP in
September 2009. The CPCN was filed first; therefore, the price actually
decreased from the CPCN application to the solicitation bid.

Mr. Monsen’s second error was to inappropriately compare the estimated
costs submitted to the IE and the full costs included in the CPCN application as
including all of the same cost categories. Appropriately, the cost submitted to the
[E did not include allowance for funds used during construction (AFUDC)
because the bid evaluation team adds the cost of AFUDC during the evaluation

process. Indeed, the IE stated in its report, the same confidential report referenced

by Mr. Monsen in his testimony, tha |
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I V(. Monsen compared the cost estimate, without AFUDC,

submitted to the [E, with a cost estimate included in the Company’s Wyoming
CPCN filing, which includes AFUDC. Correcting for this second error would
result in a five percent cost decrease using Mr. Monsen’s comparison logic.

Mr. Monsen’s third error is to misinterpret the purpose of the CPCN
application, which does not in this case represent the Company’s Benchmark
Resource cost estimate for RFP 2009R. The Company did not make a formal
decision to construct Dunlap until afier the IE determined in its RFP 2009R report
that Dunlap was the most cost effective alternative. The variance between the
Company’s cost estimate in the RFP 2009R Benchmark Resource and the cost
assumption at the point of decision was zero. Both cost estimates were for the
same cost without AFUDC.

Why would the Company file a CPCN application in Wyoming prior to its
Benchmark Resource being selected from the final shortlist?

As noted, the CPCN application is conducted to demonstrate that there is a need
for the resource. In testimony, the Company disclosed that it was making the
Dunlap project available in RFP 2009R as a cost-based alternative to bids
received from market participants for PPAs, build own transfer arrangements or
the sale of existing assets. The Company also disclosed that, once bids are
received and analyzed in RFP 2009R, the Company would make a determination
as to whether the Dunlap project was in the Company’s customers’ best interest as
compared to other alternatives. If so, the Company would move to construct the

Dunlap project as soon as possible.
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Did Customers benefit from the actual construction costs for the Dunlap
project?
Yes. Customers benefited from the actual construction cost because it was [Jjj

percent below its estimate.'’

Mr. Monsen also concludes tha ¢ |
N 1 you agree with

the conclusion regarding the Lake Side project?

No. In support of his conclusion, Mr. Monsen relies on testimony submitted by
the Company in a CPCN application filed with the Public Service Commission of
Utah. This document is designated in this docket as NIPPC Confidential Exhibit
118. Mr. Monsen also relies on an exhibit accompanying the direct testimony
submitted by the Company in Docket No. UE 217, a general rate case. This
document is designated in this docket as NIPPC Confidential Exhibit 119. The
projected cost included in the Utah CPCN application was for a proposed 534
MW Lake Side project proposed by a bidder in RFP 2003A. The bidder’s cost
projection did not include a subsequent decision by the Company to upgrade the
combustion turbines and control systems that resulted in the Lake Side project
being rated 558 MW. The costs included in Docket No. UE 217 represented the
costs associated with the larger project. The Lake Side project, as constructed,

included a prudent turbine and control upgrade as well as other upgrades that

17 Confidential Exhibit PAC/204
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improved the overall operating performance of the resource as well as the
expected reliability and availability of the plant.

Did Customers benefit from the actual construction costs for the Lake Side
project?

Yes. Customers benefited from the actual construction cost because it was [JJJjj
percent below its estimate.'®

Do you agree with Mr. Monsen’s conclusion regarding the Seven Mile Hill
project?

No. In support of this conclusion, Mr. Monsen relies on a Wyoming CPCN
application for Seven Mile Hill dated August 31, 2007. This document is
designated as NIPPC Confidential Exhibit 120. Mr. Monsen also relies on a
Wyoming Section 109 Permit Application, made on June 15, 2009, for the Dunlap
project. This document is designated as NIPPC Confidential Exhibit 121.
Comparing cost references in these two documents is not an appropriate
comparison. The cost reference included in the Dunlap permit application was for
the projects constructed at Seven Mile Hill in 2008. The purpose of the cost
statement in the Dunlap permitting application was to conservatively demonstrate
that ad valorem taxes in Carbon County, Wyoming would increase as a result of
the wind projects constructed in the county at the Seven Mile Hill site during
2008. Mr. Monsen’s comparison is erroneous because he compares the estimated

cost of one project with a tax-related cost reference for two wind projects.

'® Confidential Exhibit PAC/204.
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Did Customers benefit from the actual construction costs for the Seven Mile
Hill project?

Yes. Customers benefited from the actual construction cost because it was [JJj
percent below its estimate. '’

Do you agree with conclusions made by Mr. Monsen regarding the Goodnoe
Hills project?

No. Mr. Monsen’s analysis is flawed as discussed below, and, as a result, the
conclusion that the actual cost of Goodnoe Hills was 29 percent higher than the
estimated cost is not accurate.

How is Mr. Monsen’s analysis flawed?

In support of his conclusion, Mr. Monsen relies on two documents: 1) an excerpt
from the direct testimony of the Company in a 2007 rate case before the Idaho
Public Utilities Commission designated as NIPPC Exhibit 116; and 2) an excerpt
from the direct testimony of the Company in a 2008 rate case before the
Commission designated as NIPPC Exhibit 117. Mr. Monsen compares a cost
reference of $151.9 million in the Idaho testimony and a cost reference of $196.6
million in the Oregon testimony. From this, Mr. Monsen erroneously concludes
that the actual construction cost of Goodnoe Hills increased by 29 percent.
However, comparing these numbers does not result in an accurate comparison
because the cost referenced in the Idaho testimony excluded $44.7 million of
accrued construction work in progress costs. The project was under construction
at the time of the Idaho testimony and was subject to an EPC agreement that

included milestone payments. Exhibit PAC/203, an exhibit included in the Idaho

¥ Confidential Exhibit PAC/204.
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rate case reference by NIPPC, shows $196.6 million of total estimated costs for
Goodnoe Hills. Therefore, a correct analysis would have concluded ||| | [ GzB
construction cost over-run and |||  lconstruction cost under-run.

Did Customers benefit from the actual construction costs for the Goodnoe
Hills project?

Yes. The Goodnoe Hills project was acquired from a third-party joint venture that
primarily consisted of a NIPPC member. The third-party joint venture
constructed the project under an EPC contract. Customers benefited from the
actual construction cost because it was || ||| | ||| | jjlilil]oc 0w its estimate.”

Mr. Monsen refers to 11 utility-owned projects located in California for
support of its proposed seven percent bid adjustment. What is your overall
assessment of this analysis?

This is not a robust analysis. First, because Mr. Monsen presents no comparable
information about the history of construction cost over-runs (and associated
impact on utility customers) for IPP projects, it is impossible to conclude from
this data set that utility-owned projects pose more risks to customers resulting
from construction cost over-runs. Second, a sample of eleven projects in one state
over the last ten years should not be used to extrapolate future trends and apply
those trends to future RFPs issued by an Oregon utility. Third, NIPPC does not
perform any analysis or review of the underlying procurement methodology and
EPC market that was then in place to design and construct the resources.

Are there other problems with Mr. Monsen’s analysis?

Yes. Mr. Monsen’s example of SCE’s project is inapt. Further review of the

20 Confidential Exhibit PAC/204.
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relevant California Public Utilities Commission (CPUC) proceeding reveals that
this project was unique: it was a directive from the CPUC to SCE to develop and
construct black-start reliability “must-run” resources in a very short time period.
The reason that SCE’s original estimates were low was because, as SCE noted in
its testimony, it did not have adequate time to scope the project.”' SCE did not
have adequate time to scope the project because it was given less than a year to
develop and install up to 250 MW of black-start, dispatchable generation
capacity.” This unique circumstance involving a “fast track” project should not
be used to extrapolate a trend that informs the evaluation process of future RFPs
in Oregon.

Q. What has been the Company’s experience with respect to construction cost-
over-runs on utility-owned resources?

A. The Company’s analysis shows that there has been an average cost under-run of
- percent associated with the Company’s owned wind projects. Confidential
Exhibit PAC/204 shows the costs used for evaluation purposes and the actual
costs for the Company’s owned thermal and wind projects. The highest
construction cost under-run was - percent whereas the highest construction cost
over-run was [JJJj percent.

Q. What do you conclude from this?

A corrected analysis supports the following conclusions: 1) construction cost

over-runs are a not a demonstrable past or current trend; 2) the Company has

*! NIPPC/100, Monsen/10.

2 NIPPC/102, Monsen/1-2 (“On August 15, 2006, in Rulemakings 05-12-013 and 06-02-013, an Assigned
Commissioner’s Ruling (ACR) “Addressing Electric Reliability Needs in Southern California For Summer
2007 directed Southern California Edison Company (SCE) to, among other thing, pursue the development
and installation of up to 250 MW of black-start dispatchable generation capacity within its service territory
for 2007 operation.”)
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estimated its utility Benchmark Resource costs in good faith; and 3) there is no
need to impute a prescriptive construction cost over-run bid adjustment to
Benchmark Resources.

Mr. Monsen recommends that construction cost over-runs during the first
five years of plant operations should be included in the calculation of the
final construction cost over-run adjustment. Do you agree?

No. As an initial matter, this aspect of Mr. Monsen’s testimony is beyond the
scope of the current proceeding. As noted in the May 30, 2012 Administrative
Law Judge (ALJ) Ruling, one of the issues the parties discussed was capital
additions over the resource life.” This issue was not selected as part of Phase II,
which is limited to the four items noted above and listed in Order No. 12-324. As
such, this aspect of Mr. Monsen’s testimony should not be considered. Mr.
Monsen asserts that the fact that a utility could plan to upgrade a plant after
commissioning but not include those costs in the evaluation of the project
approval stage warrants a generic bid adjustment for construction cost over-runs
related to deferred capital expenditures. This again illustrates my points regarding
the conceptual framework for this docket. If there is a concern regarding the
potential for utilities to exclude planned upgrades from the initial Benchmark
Resource cost estimate, the focus should be on designing a bid evaluation process
that reduces or eliminates this possibility.

Does this conclude your testimony on construction cost over- and under-
runs?

Yes.

23 ALJ Ruling, p. 2 (Item 8 — Capital Additions Over the Resource Life).
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Heat Rate Degradation

Please summarize your testimony as it relates to heat rate degradation.

I first describe the framework through which heat rate degradation should be
evaluated in this phase of the docket by applying the conceptual framework
described in part one of my testimony. I then discuss in detail the flaws
associated with NIPPC witness Mr. Monsen’s analysis. [ explain that his analysis
supporting generic bid adjustments associated with heat rate degradation is
deficient in a number of ways with respect to the relevance of the data set used
and the logic of the analysis itself.

Under your conceptual framework, what should be the focus of this effort on
heat rate degradation?

The focus should be on ensuring that heats rates are forecasted as accurately as
possible for all proposals, including a Benchmark Resource (if any), during the
bid evaluation process. This is accomplished by the IE verifying that degradation
values are consistent with those provided from the Original Equipment
Manufacturer (OEM), which is the best source of this data. Again, the focus
should be on reducing the potential for bias in the evaluation of the Benchmark
Resource by ensuring that assumptions underlying the proposal are reasonable.
What are the comparative risks associated with heat rate degradation for
utility and third-party owned resources?

Assuming that the utility is able to negotiate a contractual financial heat rate

REDACTED Reply Testimony of Stacey J. Kusters
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What are the comparative risks associated with heat rate degradation for
utility and third-party owned resources?

Assuming that the utility is able to negotiate a contractual financial heat rate
guarantee in the contract with the third-party owned resource (which as noted in
my direct testimony should not be considered a foregone conclusion), the
difference between a Benchmark Resource and a third-party owned resource is
that the energy from a utility resource is cost-of-fuel-based while the third-party
owned resource is a fixed per-unit price. Exhibit PAC/205 provides an example
of how a guaranteed heat rate compares on an economic basis to the heat rate
curve from a Benchmark Resource where the Company has included a heat rate
degradation curve. The exhibit illustrates that any benefit to customers of the
guaranteed heat rate is highly dependent on what the guarantee is as it compares
to the heat rate degradation curve. If the bid evaluation process includes the heat
rate degradation curve from a Benchmark Resource and a heat rate guarantee
from third-party bidders, then no adjustment is required because the evaluation
process already takes this into account.

Are these differences currently addressed in PacifiCorp’s bid evaluation
process?

Yes. As explained in detail in my direct testimony,** bids that are subject to
degradation and part-load heat rate impacts are analyzed as such, using
information provided by the OEM data. Bids that are not subject to such variation

are modeled as having constant heat rates.

24 PAC/100, Kusters/11-17.
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Should the bid evaluation process be designed around past or current trends
of heat rate degradation in utility-owned projects?

No. In his testimony, Mr. Monsen points to a database of annual cost and
operating characteristics of utility-owned generation for the years 1981 to 1999 to
support a conclusion that certain trends in heat rate supports the use of generic bid
adjustments.” As will be described more fully below, there are flaws in Mr.
Monsen’s analysis. Further, given heat rate variability and the number of factors
that can ultimately influence heat rates over time, a generic bid adjustment would
still not be appropriate to be applied to future bid solicitations, even if the analysis
were robust. Rather, the bid evaluation process should be designed to be flexible
enough to account for changing heat rates over time.

Please describe the dataset Mr. Monsen uses to derive a heat rate adder.

The Wolfram dataset is a public dataset containing actual operating experience of
generation plants across the United States over the period 1981-1999. The
earliest commercial operation date (COD) in the dataset is 1915.

Is this dataset useful to extrapolate future heat rate degradation trends?

No. Heat rate variation is caused most significantly by variation in operation.
The variation seen in this dataset is likely due to a variety of factors including
ambient conditions, plants operating at partial load, level of duct firing, starting
and stopping, and actual heat rate degradation. The Company is not aware of any
statistically defensible methodology to measure the amount of heat rate variation

attributable to each contributing factor based solely on the data in this dataset.

2 NIPPC/100, Monser/25
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Thus, it is inaccurate to say that all differences in heat rates result from or
constitute heat rate degradation.

Please describe the filters Mr. Monsen applies to the dataset.

Mr. Monsen excludes fuels other than natural gas. The first natural gas-fueled
plant to appear in Mr. Monsen’s analysis is the Lakeside, Wisconsin plant, with a
COD of 1920. Because generation plants pre-dating 1999 are unlikely to be able
to achieve heat rates below 7,000 Btu/kWh he also excludes low heat-rate plants
as data errors.

Are these filters appropriate?

Yes. However the low heat-rate exclusion highlights the second critical
deficiency of Mr. Monsen’s analysis. Mr. Monsen rightly notes that the
technologies being constructed pre-1999 cannot produce sub-7,000 Btu/kWh
performance that is expected from current natural gas-fired technology. In
response to NIPPC Data Request 4.12, the Company provided a typical
combined-cycle combustion turbine (CCCT) heat rate curve with an average “new
and clean” maximum load heatrate of 6,657 Btu/kWh, and fully-degraded
maximum-load heat rate of 6,771 Btu/kWh. Therefore none of the generation
plants retained by Mr. Monsen for analysis are relevant for technologies that will
be built in the future. Neither magnitude of heat rate degradation nor partial load
performance could reasonably be inferred from the obsolete technologies

represented in the Wolfram dataset.

REDACTED Reply Testimony of Stacey J. Kusters



10

11

12

13

14

15

16

17

18

19

20

21

22

PAC/200
Kusters/29

Please describe the calculation Mr. Monsen performs on the filtered dataset
to derive what he describes as “heat rate degradation.”

For a given plant, the best (lowest) heat rate is compared to all other heat rates
available. The average deviation from the best heat rate is called “heat rate
degradation.” The overall adder is a capacity-weighted average of the
“degradation” of each plant.

Is this approach reasonable?

Absolutely not. Mr. Monsen makes no attempt to separate the effects of partial
load operation from heat rate degradation, so what the Wolfram dataset reports as
degradation is really the conflation of the two effects. Additionally, selecting the
lowest heat rate as a proxy for new and clean heat rate is problematic: In the
example Mr. Monsen highlights, the AB Hopkins plant runs during the years
1984-1985 and 1996-1999. In the interim, the plant capacity changes, and this
could suggest upgrades. As it happens, the lowest heat rate occurs in the second
period, in 1997. Mr. Monsen then calculates a “degradation” value versus all
other years, including 1984 and 1985. Intuitively, one would have expected the
lowest heat rate to come from one of the earliest years, and the fact that it doesn’t
again suggests the plant may have been upgraded in the 11 years for which data is
not available or that there was a material change in how the plant was operated.
What is the result of Mr. Monsen’s calculation?

Mr. Monsen determines that the average deviation from lowest heat rate is eight

percent.
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What insights can reasonably be taken from this eight percent number?

It is not possible to draw any reasonable conclusions from the eight percent
number. For the reasons set forth above, the figure has no meaning whatsoever in
the context of heat rate degradation.

Do you agree with Mr. Monsen’s proposed heat rate bid adjustment?

No. Mr. Monsen derived observed differences from what are assumed to be full-
load heat rates that are, in reality, influenced by part-load operation, start-ups and
shut-downs, duct firing, 1x1 operation, etc. These activities are necessary to
maintain system reliability and can result from carrying operating reserves,
integrating variable wind generation, and following net system load. Any
variation between actual heat rates and full load heat rates can result from a
resource providing these types of essential reliability services, and any
incremental “cost” of these activities are at least offset by the value of the
flexibility provided.

Does this conclude your testimony on heat rate degradation?

Yes.

Wind Capacity Factor

Q.

A.

Please summarize your testimony with respect to wind capacity factors?

As with heat rate degradation and construction cost over- and under-runs, I first
describe the framework through which wind capacity factors should be evaluated
in Phase II. Tagain conclude that the focus should be on ensuring that wind
capacity factors are forecasted consistently for a// alternatives during the final

shortlist stage of the bid evaluation process.
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Is a capacity factor adjustment necessary to improve the current process
when a Benchmark Resource is part of an RFP?

No. Such an adjustment is not necessary because the Company already uses a
third-party technical expert (the Capacity Factor Expert) to assess the capacity
factor estimates associated with all alternatives on the final short list. The
Capacity Factor Expert makes adjustments to eac/ alternative on a non-
discriminatory basis.

Does NIPPC’s proposal to implement a capacity factor adjustment for all
utility-owned wind alternatives reduce the potential for bias during an RFP
process?

No. In fact, just the opposite is true. NIPPC’s recommendation introduces a bias
that distorts the economic evaluation of a Benchmark Resource and potentially
increases costs for customers.

Please explain.

NIPPC argues that a wind capacity factor adjustment for all utility-owned
alternatives is necessary to remove an alleged bias. NIPPC argues for an
asymmetrical capacity factor reduction that would only apply to utility-owned
alternatives. Accepting NIPPC’s recommendation introduces an arbitrary bias
into the RFP process rather than removing the potential for bias. NIPPC’s
recommendation is nonsensical and contrary to the purpose of this docket because
it would result in an unwarranted and artificial inflation of the analyzed value
associated with PPA bids as compared to a Benchmark Resource (if present). The

use of a Capacity Factor Expert by the Company renders NIPPC’s
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recommendation moot. A bid adjustment in any form is simply not necessary to
fairly evaluate the estimated capacity factor of a wind resource during the
Company’s future RFP processes. There is no standard process in the wind
industry for estimating wind capacity factors. Regardless of ownership, the
Company relies on the Capacity Factor Expert to review and provide an unbiased
capacity factor estimate for each alternative on the final shortlist. This benefits
customers because the Capacity Factor Expert provides a non-biased adjustment
to each capacity factor estimate, regardless of ownership status, resulting in a fair
analysis during the RFP process without the potential for bias.

Will the use of a Capacity Factor Expert inform the final resource decisions
made by the Company in future RFPs that include a Benchmark Resource?
Yes. The wind capacity factor adjustments made by the Capacity Factor Expert to
all alternatives on the final shortlist is then utilized by the Company to perform
analyses to determine the resource selected.

What should be the basis for making improvements in future RFPs?

As it relates to estimating wind capacity factors, the Company considers its
current use of a Capacity Factor Expert to be a best practice based on information
known at this time.

What other benefit does a Capacity Factor Expert provide?

As mentioned above, there is not an industry standard methodology for estimating
wind capacity factors. A Capacity Factor Expert brings consistency to the
process. In addition, the technology of forecasting capacity factors for wind

resources will continue to evolve. Using a Capacity Factor Expert will assure that

REDACTED Reply Testimony of Stacey J. Kusters



10

11

12

13

14

15

16

17

18

19

20

21

PAC/200
Kusters/33

the most up-to-date information is incorporated into future RFP processes. Wind
capacity factor forecasts are based on properties specific to the resource (location,
turbine type, etc.), and are unrelated to whether the bid is a third-party proposal or
a Benchmark Resource. A Capacity Factor Expert can incorporate resource
specific considerations into the review.

Mr. Monsen proposes a capacity factor adjustment that would apply to all
future utility-owned bids. Is Mr. Monsen’s analysis based on a correct
comparison?

No. Aside from the basic flaw that Mr. Monsen’s proposal introduces an
asymmetrical bias into the RFP process, Mr. Monsen’s analysis is also flawed
because it is based on a methodology that compares his observations of past
performance to capacity factors originally anticipated for the plants.

Is Mr. Monsen’s wind capacity factor comparison methodology consistent
with the Commission’s policy?

No. Mr. Monsen’s comparison methodology is inconsistent with Commission
policy because it does not compare observation of performance against the
capacity factor utilized at the time of decision. The Commission stated in UE 200
that the capacity factor at the time of the decision is the key metric. The
Commission stated as follows: “[a]lthough the estimated capacity factor at the
time of project approval is dispositive for purposes of prudency review, it is not

dispositive for purposes of forecasting resource availability for ratemaking
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purposes.”*® Because of this fundamental flaw, NIPPC has utilized incorrect data
in its analysis.

How else is NIPPC’s wind capacity factor analysis flawed?

NIPPC’s analysis is flawed because it fails to take into consideration that an
inadequate history exists for the Company’s wind fleet to reach broad and
precedent-setting conclusions of policy.

What wind project does the Company own that has the longest history?

Foote Creek I has been in service the longest. As Confidential Exhibit PAC/206

shows, the actual Foote Creek I capacity factor _

At the time of decision, what is the capacity factor estimate based on?

When the Company makes a decision to acquire a weather-dependent variable
energy resource, the decision is based on the estimated long-term annual capacity
factor as represented through third-party technical experts on an annual 50 percent
probability (P50) basis; meaning there is a reasonable expectation that the actual
calendar year production will be equally likely to be higher or lower during any
given calendar year.

How does the Company’s use of a Capacity Factor Expert in the RFP process
compare to NIPPC’s comparison analysis?

As described above, the current RFP process used by the Company utilizes a
Capacity Factor Expert to provide an unbiased review of the P50 estimate

provided by all bidders and a Benchmark Resource (if any) on the final shortlist.

% In the Matter PacifiCorp, dba Pacific Power 2009 Renewable Adjustment Clause Schedule 202, Docket
UE 200, Order No. 08-548 at 21 (November 14, 2008).
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This practice compares the P50 estimate for third-party bids and the Benchmark
Resource (if any) on a consistent basis. NIPPC’s analysis did not perform any
comparison of actual PPA performance to the P50 assumption used by the owner
of a PPA resource at the time of their decision.

Has the Company compared the observed performance of PPA contracts in
its portfolio against the P50 estimate used by the owner of a PPA resource at
the time of their decision?

No. Historically, third-party owners have not provided the necessary information
to the Company to complete such a comparison. Specifically, the owners of the
PPA wind resources have not provided demonstrable evidence of the capacity
factor they relied on in making their decision. Notwithstanding that some third-
party owners provided a capacity factor estimate during the acquisition process,
the Company has no clear evidence that the capacity factor estimate provided was
indeed the capacity factor relied on by the asset owner when making their
decision. It is for this reason the Company now requires RFP bidders to provide
documentation of the source of their capacity factor analysis at the time the
proposals are submitted. The Company then provides that analysis to the
Capacity Factor Expert to ensure a consistent comparison for all bids on the final
shortlist (including PPA bids and a Benchmark Resource, if any).

How else is NIPPC’s capacity factor analysis misleading?

As Confidential Exhibit PAC/206 demonstrates, the Company’s wind assets do
not have a long history of operations. NIPPC’s analysis is misleading because it

focuses heavily on capacity weighted averages and fails to take into account that
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the majority of actual generation data obtained to date occurred during two non-
normal wind years (2009 and 2010).
Q. Why were 2009 and 2010 not normal wind years?
Certain parts of the United States experienced winds for the 12-month period
ending March 31, 2010 that were far below average. AWS Truepower, a global
leader in wind energy forecasting services, 'issued a press release on June 9,
2010% that stated:
This past quarter had a noticeable impact on the wind climate for the 12
months ending 31 March, 2010, (Q1 2010). The northern plains, northern
Rockies, and entire Midwest experienced below-normal winds, while
much of the southeastern United States was above average. This one-year
period is sharply different than the previous year (ending 31 March, 2009;
Q12009), when over 80 percent of the United States experienced above
average-wind speeds.
This low wind phenomenon widely affected wind capacity factors in 2009 and
2010, especially given the fact that the winter months typically account for the
greatest share of the Company’s annual wind energy production. The Foote
Creek I chart in Confidential Exhibit PAC/206 demonstrates this phenomenon due
to the greater number of years in which data is available.
Q. Does the Company have data associated with the use of a wind Capacity
Factor Expert during a RFP process?
A. Yes. The data shows that the capacity factor estimates for bidder proposals are

subject to adjustment to a greater extent than the Company’s Benchmark

Resource. Indeed, as Confidential Exhibit PAC/207 shows, the average

z AWS Truepower press release June 9, 2010. Wind speed anomaly for Q1 2009 through Q2 2010.
https/www . awstruenower.conywr-content/mediag/ 201 0/06/AWE Dowind Trends-Bulletin (31~

2010 Final.pdf

REDACTED Reply Testimony of Stacey J. Kusters



10

11

12

13

14

15

16

17

18

19

20

21

22

PAC/200
Kusters/37

adjustment made by the Capacity Factor Expert to bidder estimates was -
B o pared to the |- djustment the Capacity Factor Expert
made to the Company’s estimate. This demonstrates that Mr. Monsen’s
recommendation is moot because the Capacity Factor Expert can reasonably be
expected to adjust all alternatives, regardless of ownership.

Does this conclude your testimony with respect to heat rate degradation?

Yes.

Counterpartyv Risk

Please summarize your testimony regarding counterparty risk.

[ reiterate and further clarify the recommendation made in my direct testimony
that a third-party bidder’s credit evaluation should be conducted at the initial
shortlist phase of the RFP, and again evaluated as part of the final shortlist along
with the probability of default, if any, due to the lapse in time to conduct an RFP
in addition to the non-negotiable terms and conditions in the underlying
agreements. [ also explain briefly how NIPPC witness Ms. Collins’ testimony
does not include information or analysis that is useful or necessary for answering
the question at hand namely, how counterparty risk should be evaluated during
the bid solicitation process.

What was the recommendation you made in your direct testimony with
respect to counterparty risk?

[ recommended that the Commission approve template agreements with non-

negotiable terms.
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Please provide an example of the types of terms and conditions you would
recommend be non-negotiable.

Examples of the non-negotiable terms include security, credit support, default and
remedies, compliance and audit requirements, standard operation requirements
and third-party sales and purchase obligations. Exhibit PAC/208 is a template
PPA where potential non-negotiable terms are highlighted.

Is your recommendation that the probability of default be assessed as part of
the bid evaluation process consistent with the conceptual framework applied
to the other three factors?

Yes. The quantification of credit and probability of default would be calculated
and applied on an RFP-specific and resource-specific basis. For all of the reasons
[ have described, the Company is not proposing a generic counterparty risk bid
adjustment to be applied to all third-party bidders. Rather, the evaluation process
is and should be designed to fairly and reasonably assess the risks associated with
the specific bid and counterparty.

Looked at in this light, what is the fundamental issue with Ms. Collins’
testimony.

Though she is not explicit, Ms. Collins’ testimony seems to be aimed at drawing
general conclusions regarding the financial performance risk associated with IPPs.
However, the fundamental problem with this approach is similar to the
fundamental issues pointed out with respect to Mr. Monsen’s testimony: that
empirical evidence regarding past performance may be informative and useful for

guiding process improvement but should not be used to reach generalized
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conclusions regarding future performance of all IPPs. The energy industry is
dynamic, and not all IPPs are created equal. As such, the focus should be
ensuring that each bidder is fairly and equitably evaluated.

NIPPC witness Ms. Collins states that during the years 1992 through 1997,
she only could recall one pre-operational bankruptcy.28 What relevant
conclusions, if any, can be drawn from this?

None. Since the 1990s, significant shifts have occurred in the energy industry
that renders Ms. Collins’ observations irrelevant to a valid assessment of current
counterparty risk. Since the 1990s, the Federal Energy Regulatory Commission
(FERC) began regulating the wholesale electric power markets, which
significantly changed the landscape of those markets. Further, highly significant
events have occurred that include the rise and fall of Enron, the collapse of the
California electricity markets, and the bankruptcies of Calpine, Mirant and Edison
Mission Energy, to name a few. These events so changed the wholesale energy
markets that any observations concerning them made in the 1990s are irrelevant to
an analysis of their state in the 2010s. This is even more the case with respect to
Ms. Collins’ observations on generator bankruptcies pre-1995, prior to FERC
Order No. 888, which mandated the functional separation of utilities companies
into merchant and transmission functions.

Do you agree that the creditworthiness of a special purpose entity (SPE)
depends on the terms of the PPA?

Yes, the PPA and the associated creditworthiness of the utility buyer would be

one of the key determinants of an SPE’s creditworthiness. Indeed, this creates a

B NIPPC/200, Collins/2
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bias for the SPE to seek to transfer risk to the utility’s customers through the PPA
so that it can attain creditworthiness to attract financing and reduce earnings risk
to its shareholders. It is the responsibility of a prudent utility to require
appropriate credit support in the PPA to mitigate customer exposure related to
credit risk posed by an SPE. This is particularly important in the case of an SPE
where the third-party owner/developer is a non-creditworthy entity.

Ms. Collins states that it would be incorrect to say that access to capital,
which will always be more limited than a regulated utility's, is the cause of a
project's inability to correct a management, operations, or fuel supply
problem.29 Do you agree?

[ agree that access to capital is only one of several ways individual projects can
fail.

Ms. Collins states that she monitored and participated in bankruptcy cases
“to curb adverse changes to a PPA by a bankruptcy judge, and in no case did
that actually occur.” Is this even possible?

No. A bankrupt company can either assume as-is, assume as-is and assign, or
reject a contract. | have been advised by counsel that there is no process by which
a bankruptcy judge may make changes to a contract as a condition to the debtor
assuming it.

Ms. Collins defines “credit” as “loan or loans the IPE or SPE obtains to fund
its business.”*' Do you agree with this definition?

No. Credit includes not only amounts advanced, but also the capacity to obtain

2 NIPPC/200, Collins/5.
39 NIPPC/200, Coilins/3

M d.
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advances. Credit also includes the amount of security permitted by counterparties
not to be delivered to secure out-of-market positions. Credit as “amount
borrowed” is a shallow and incomplete definition; under Ms. Collins’ definition,
the more one owes on one’s credit cards, the more credit one has.

Q. Ms. Collins defines “creditworthiness” as “the initial issuance of credit
extended by a lender, and its terms and conditions. If the business gets a
loan, it is said to be credit worthy; the loan is the evidence of that
worthiness.”**> Do you agree with this definition?

A. No. Perhaps the initial making of a loan by a financial institution indicates that
the financial institution believes that the borrower is creditworthy, but that is not
always the case; the lender may be an affiliate or an equity investor. Many other
factors must be analyzed to determine whether an entity is creditworthy.
Additionally, different lenders have different standards. Large companies may
borrow from major financial institutions without providing any security. For
example, if an individual were lent money by a pawnbroker on the pledged
security of her grandfather’s pocket watch, that individual will not be able to
prove his or her creditworthiness on the basis of that loan. As we saw in 2008, all
subprime home borrowers did not become creditworthy simply because they had

been able to obtain a home mortgage.

Q. Do you agree with Ms. Collins’ statement that creditors “can and do” “take
over operating IPP’s [sic] and keep them operating”?*

A. No, it would be more accurate to say that creditors structure their documents so

2 Jd.

33 NIPPC/200, Collins/6.
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that they can take over operating but will only do so as an absolute last resort.
This is an important distinction. Ms. Collins’ testimony creates the incorrect
impression that solvent lenders are standing ready to move in and protect their
collateral and perform the PPA. In reality, the lenders generally do all they can to
avoid and delay taking over non-performing assets, and generally seek from off-
takers limitations of liability were they to do so, exposing off-takers to at the very
least sustained periods of non-performance during a loan default.

Ms. Collins posits a scenario where “a bidder with an investment grade
rating could win, transfer the asset to an SPE and hold the asset at the lowest
possible grade, beating another bidder that sat in between highest and lowest
grades.”34 Is this possible?

Not in a PPA entered into by the Company. All of the Company’s PPAs have
assignment clauses that protect the Company from this risk.

Ms. Collins characterizes being concerned with IPP credit as “hostile.” Do
you agree?

No. I would characterize it as a rational protection for the best interests of
customers.

Does this conclude your reply testimony?

Yes, it does.

34 NIPPC/200, Collins/9.
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SECTION 1. INTRODUCTION

The purpose of this document is to prescribe the process by which PacifiCorp
(the Company) will request and evaluate proposals from Bidders to fulfill a portion of the
Renewable Resource generation identified in the Company’s 2008 Integrated Resource
Plan (IRP) as filed with and pending acknowledgement before the Oregon Commission.
Action 1 of PacifiCorp’s 2007 and 2008 IRP identifies 2,000 MW of cost effective
renewable resources to be acquired by 2013, including 1,400 MW of renewable resources
outlined in PacifiCorp’s Renewable Energy Action Plan. Under this plan, the Company
seeks to acquire 1,400 MW of new renewable resources by 2010, with an additional 600
MW inplace by 2013.

This Renewable Request for Proposal (2009R RFP) will request renewable resources
limited in size to no more than 300 MW that are compliant with existing or anticipated
renewable portfolio standards and that are new to the Company’s resource portfolio. In
addition, each renewable resource must have an expected annual output of at least 25,000
megawatt hours after accounting for planned and unplanned outages. The 2009R RFP
will require renewable resources located within the Western Electricity Coordinating
Council and capable of delivering energy, within the prescribed timeframe, in or into the
Company’s Network Transmission system” (www.oasis.pacificorp.com).

In addition to bidding in renewable resources, Bidders will have the option to bid in
renewable resources coupled with energy storage. Energy storage has the distinct
advantage of potentially enabling higher penetrations of intermittent renewable energy in
the Company’s portfolio. Pumped water, compressed air, battery storage, or other
contractual forms can firm intermittent renewable resources and therefore create an
energy resource that can be scheduled to better match customer demand or result in a
higher degree of dependability throughout a prescribed time period. If the same resource
is bid in the 2008R-1 RFP and the 2009R RFP, each bid will be considered under the
terms of the RFP under which the bid is submitted. Qualifying facilities with a name plate
of 10 megawatts or greater may participate as a qualified bidder.

The 2009R RFP will allow the Company to react effectively and competitively, and stay
current with the competitive nature of the renewable energy resource construction and
equipment market. The 2009R is for Renewable Resources which can reach commercial
operation during the 2010 through 2012 time period. The purpose of this RFP is to
comply with current regulatory rules, orders, and any applicable resource procurement
state laws. This RFP may be used to comply with any specific state Renewable Portfolio
Standard requirement.

This introductory Section 1 describes the type, timing and amount of resources sought.
Section 2 addresses the procedural items. Section 3 covers logistics such as where and
when proposals must be submitted, bid fees, success fees and minimum requirements, as
well as important conditions and procedures. Section 4 outlines the required content and

300 MW is the nameplate capacity or quantity of capacity and is the upper limit permitted by Utah Senate
Bill 202.
? Company’s Eastern Control Area (PACE) and/or the Company’s Western Control Area (PACW).
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format.  Section 5 outlines resource information including price and non-price
information, integration, interconnection and transmission services. Section 6 outlines
the bid evaluation and selection process. Section 7 outlines the awarding of contracts.
All of the required Appendices which arerequired are included.

As discussed above, the 2008 IRP’ identifies up to 2,000 megawatts of renewable
resources by 2013. Under the 2007 IRP plan, the company will seek to acquire up to
1,400 megawatts of new cost effective renewable resources by 2010, with an additional
600 megawatts in its portfolio by 2013. The 2,000 megawatts of renewable resources is
inclusive of the 1,400 megawatts of cost-effective renewable resources identified in the
company’s 2004 IRP.

The potential acquisition quantity for this 2009R RFP will be up to 500 MW

CHART 1- RESOURCE POTENTIAL QUANTITY

Commercial Operation Date | Potential Quantity
2010 Up to 200 MW
2011 Up to 100 MW
2012 Up to 200 MW

Renewable Resources are defined as:

An electric generation facility or generation capability or upgrade that becomes
operational on or after January 1, 1995 that derives its energy from one or more of the
following:

(A) wind energy;
(B) solar photovoltaic and solar thermal energy (i.e., concentrated solar),
(C) wave, tidal and ocean thermal energy;
(D) except for combustion of wood that has been treated with chemical preservatives
such as creosote, pentachlorophenol or chromated copper arsenate, biomass and
biomass byproducts, including
(I) organic human or animal waste;
(IT) spent pulping liquor;
(III) forest or rangeland woody debris from harvesting or thinning conducted to
improve forest or rangeland ecological health and to reduce wildfire risk;
(IV) agricultural residues;
(V) dedicated energy crops; and
(VD) landfill gas or biogas produced from organic matter, wastewater, anaerobic
digesters or municipal solid waste;
(E) geothermal energy;

More information on the IRP can be found at www, pacificorp.com/MNavigation/NavieationZ 3807,
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(F) certified low-impact hydro-electric energy with a nameplate capacity less than
fifty megawatts, without regard to the date upon which the facility becomes
operational, if the facility is certified as a low-impact hydroelectric facility on or after
January 1, 1995, by a national certification organization;

(G) waste gas and waste heat capture or recovery;”

(H) efficiency upgrades to a hydroelectric facility, without regard to the date upon
which the facility became operational, if the upgrades become operational on or after
January 1, 1995;

(I) geothermal energy if located within the state of Utah, without regard to the date
upon which the facility becomes operational; or

(J) hydroelectric energy if located within the state of Utah, without regard to the date
upon which the facility becomes operational.

Bidders have the option to also bid Renewable Resources coupled with energy storage.

The Company may opt to contract for more or less renewable resources, depending
among other things, bids received in response to the ongoing 2008R-1 RFP, quality of
bids received in response to this RFP, updates to the Company’s forecasts, regional
transmission availability and timing, and changes in the power supply market conditions.

The Renewable Resource must have a commercial operation date no later than December
31, 2012. Bidders may only bid in Renewable Resources in the form of a Power
Purchase Agreement (PPA), an Asset Acquisition and Sale Agreement or a Build Own
Transfer (BOT),4 To the extent that Bidders bid in variations of an asset acquisition of an
existing project, a PPA or BOT, such proposals will be considered at the Company’s
discretion and the Company reserves the right to reject non-compliant bids’. PacifiCorp
generation will submit a benchmark resource(s) which are further described in

Appendix L

The Company benchmark will be received by the Independent Evaluator (IE) no later
than one week prior to the receipt of market bids. The market bids will not be opened
until such time as the Company benchmark is reviewed and validated by the IE.

In order to provide for a transparent and fair process, the RFP will be conducted under
the oversight of IE. An IE has been retained by the Company on behalf of the Oregon
Public Utility Commission, which will be involved in ensuring the RFP is conducted in a
fair and reasonable manner.® Potential Bidders are invited and encouraged to contact the
Oregon IE with questions or concerns. More information concerning the role of the IE is
provided in Appendix K.

* PacifiCorp reserves the right to reject waste gas and waste heat capture or recovery resources if the
resource is not eligible for existing or anticipated renewable portfolio standard compliance.

* Form of Power Purchase Agreement is set forth in Appendix E and the Build Own Transfer, and Asset
Acquisition and Sale Agreement is set forth in Appendix F.

> Ifbids are rejected on the basis of non compliance the bid fee will be returned to the bidder.

®A Bidder may request the appointment of an independent third-party to assist the Washington Utilities &
Transportation staff with review of any utility bids at the expense of the Bidder requesting the appointment.
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Contact information for the IE is as follows:

Oregon Independent Evaluators: Boston Pacific Company, Inc.
Craig Roach: croach@bostonpacific.com
Frank Mossburg: fmossburg@bostonpacific.com

The Company has the option of seeking regulatory acknowledgement of the Final
Shortlist consistent with Oregon Order No. 06-446. PacifiCorp will seek rate recovery
consistent with standard rate making practices in its six state jurisdictions.

SECTION 2. PROCEDURAL ITEMS

PacifiCorp is seeking proposals for renewable projects, existing and or new construction,
with a projected online date prior to December 31, 2012. PacifiCorp is seeking proposals
for up to the potential quantities set forth in Section 1 of this solicitation. PacifiCorp will
evaluate the proposals based on cost effective economics, a viable implementation
schedule, verifiable major equipment availability (such as wind turbines or other long
lead-time equipment), appropriate ability to provide security for the Bidders proposed
obligation, transmission access and interconnection status, and conformance to the pro
forma contracts attached as Appendices to this RFP. PacifiCorp may elect to select more
or less than the resource potential quantity, or no proposals at all as a result of this
solicitation.

Each proposal will be prepared at the sole cost and expense of the Bidder and with the
express understanding that there will be no claims whatsoever for reimbursement from
PacifiCorp. PacifiCorp is not liable for any costs incurred by Bidders in responding to
this RFP or for any damages arising out of or relating to PacifiCorp's rejection of any
proposal, or Bidder’s reliance upon any communication received from PacifiCorp, for
any reason. Bidder shall bear all costs and expenses of any response to PacifiCorp in
connection with its proposal, including providing additional information and Bidder's
own expenses in negotiating and reviewing any documentation.

To the extent that the proposals are deemed conforming all proposals belong to
PacifiCorp and will not be returned. PacifiCorp will use reasonable efforts to protect
information clearly and prominently marked as proprietary and confidential on the page it
appears, but PacifiCorp reserves the right to release such information to agents or
contractors to help evaluate the Proposal, as well as to its regulators and non-bidding
parties to regulatory proceedings subject to standard protective orders or confidentiality
arrangements. PacifiCorp shall not be liable for any damages resulting from any
disclosure of such information, howsoever occurring.

PacifiCorp is interested in creative proposal options that add value to customers. As a
result, PacifiCorp encourages Bidders to offer several different alternatives under the
same proposal. For each proposal, Bidders must submit a Bid Fee of $10,000 which
allows a Bidder to submit a base proposal and up to two alternatives for the same bid fee.
Bidders will also be allowed to offer up to three additional alternatives at a fee of $1,000
each. Alternatives will be limited to different bid sizes, contract terms, in service dates,
and/or pricing structures. A Bidder may submit more than one proposal. If a Bidder
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submits the same proposal but with three different bid sizes, the proposal will be
considered one proposal with two alternatives and the Bidder will receive three separate
bid numbers for the proposal and pay one bid fee. The Company’s objective in offering
Bidders the opportunity to propose multiple alternatives is to allow the Company to
optimize the benefits from the solicitation by combining proposals of different sizes,
terms and in-service dates. Proposals must be submitted in the legal name of the
respondent who would be bound by any agreement with PacifiCorp. A Success Fee will
be charged to successful bid(s). The Success Fee will be assessed after the final amount
of Bid Fees and the IE and Consultant costs are known, provided that in no event shall
the Success Fee exceed $300,000 dollars per successful bid.

SECTION 3. LOGISTICS

A. SCHEDULE

Chart 2 sets forth the anticipated schedule.

CHART 2 - ANTICIPATED SCHEDULE

Event Estimated Timeline
Selection of Independent Evaluator May 19, 2009
File Draft 2009R RFP for approval in Oregon June 5, 2009
2009R Issued July 8, 2009
2009R Bid Conference July 17,2009
Intent to Bid Forms and Appendix due August 3, 2009
Benchmark Resource(s) Responses due September 3, 2009
Responses due September 10, 2009
Evaluation completed October 12, 2009
Oregon Commission acknowledgement of Final Shortlist | November 2009
Bidder negotiations completed November 2009

Bidders should note that the above schedule is an anticipated schedule only and is subject
to change. The Company accepts no liability to the extent the actual schedule is different
from the anticipated schedule.

B. 2009R BID RFP CONFERENCE

Time: 9:30 PPT
Date: July 17, 2009
Location: Oregon - 825 NE Multnomah — Room TBA

Interested parties and Bidders may submit questions prior to the RFP bid conference, so
that such questions may be addressed in a more timely fashion. All information,
including the pre-bid conference materials, questions and answers will be posted on the
PacifiCorp website at www.pacificorp.com. The Company will be responsible to
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maintain and post all materials on the Company’s website at www.pacificorp.com. Any
questions on the RFP or related documents should be sent to the Company via email at
RFP2009R@pacificorp.com.

Communications with the Oregon IE can be emailed to them directly at the following
email addresses:
Oregon IE: croach@bostonpacific.com or fmossburg@bostonpacific.com

C. INTENT TO BID FORMS

Bidders who intend to be considered as part of this RFP process must return both the
“Intent to Bid Form™ and the “Bidder’s Credit Information” (Appendices A and D) as set
forth below.

Five (5) copies of the Intent to Bid Form and the Bidder’s Credit Information must be
sent to the following address by express, certified or registered mail, or hand delivery by
5:00 p.m. Pacific Prevailing Time on September 10, 2009

Oregon Independent Evaluator
Boston Pacific Company, Inc.
c/o PacifiCorp

Attention: RFP 2009R

825 NE Multnomabh, Suite 600
Portland, Oregon 97232

D. SUBMISSION OF BIDS

The Bidder will be required to submit its proposal(s) to the following addresses. Bidders
must submit the following to the address below:

1. asigned original and five (5) hard copies of each bid and any required forms, and

2. two (2) electronic copies of the bid and any required forms (on two (2) separate
compact discs) that are in PDF format.

3. one (1) electronic copy of the Pricing Input Sheet.

4. one (1) electronic and hard copy of the wind report supporting the one years
worth of wind data.

5. one (1) electronic copy of one year worth of wind data to support the capacity
factor.

All submitted bids must be transmitted by express, certified or registered mail, or hand
delivery to the following address:

Oregon Independent Evaluator
Attention: RFP 2009R

825 NE Multnomah, Suite 600
Portland, Oregon 97232
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Bids will be accepted until 5:00 p.m. Pacific Prevailing Time on September 10, 2009.
Any bids received after this time will be subject to return unopened to the Bidder
following a decision based on consultation between the IE and PacifiCorp.

PacifiCorp will not accept any late proposals. The anticipated dates for evaluations,
negotiations and definitive agreements are estimates, and actual dates will vary for
reasons that include, but are not limited to, negotiation time, availability of key
personnel, due diligence, the evaluation or negotiation of any issues unique to any bid,
Bidder, or project, Bidder's willingness to agree to forms of agreements desired by
PacifiCorp, PacifiCorp's evaluation of Bidder's creditworthiness, and actions required by
any third parties.

E. RFP TEAM

An RFP Team will be established by the Company prior to the final approval of the RFP.
The RFP Team shall consist of an Evaluation Team and Intent to Bid Team. The
composition of the teams and their primary roles and responsibilities are shown below in
Chart 3.

CHART 3

Work Group Roles

IE The IE will ensure a fair and reasonable process is
used in the RFP and will validate the Company is
following the bidder pre-approval process and monitor
and document all material aspects of the solicitation,
evaluation and negotiation processes. See Appendix K
for the Roles of the Oregon [E.

Evaluation Team: Origination Overall coordinator of the process. Bid process
and/or Third-Party consultants | management for all proposals and coordination with
as required the IE and all of the work groups. Evaluation of the

non-price components of the analysis. Specifying,
evaluating and confirming conformity with design
specifications; conducting, as needed, technological
and operational due diligence, environmental due
diligence on all resources.

Evaluation Team: Structuring Economic analysis and modeling including validation
and Pricing and/or Third-Party of the inputs to the risk assessment of the bid and the
consultants as required benchmark bids.
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Evaluation Team: If applicable, review of local, state, and federal
Environmental permits, permit applications, and supporting

documentation, including: wildlife baseline study
(including wildlife habitat mapping, special status
species survey, and raptor nest survey); avian and bat
use data analysis (including four-season study); avian
and bat impact assessments; rare plant habitat
assessments; wetlands survey; historic, cultural, and
archaeological resources survey; Phase One
environmental site assessment; and project mitigation
and monitoring plan (including any proposed
conservation easements).

Evaluation Team: Credit Evaluate credit requirements for Final Shortlist bidders

Evaluation Team: Legal Legal will confirm compliance of bids to requirements
of RFP and its Forms, Attachments and Appendices;
conduct of legal process; conducting due diligence
inquiries; supervising any documentation entered into
as part of the RFP process.

Intent to Bid Team: Origination, | Origination, Legal and Credit will work with the IEs to
Legal and Credit ensure that Appendices A and D are complete.

F. BID FEES

To help defray the cost of the Oregon Independent Evaluator each Bidder shall submit
with each of its bid proposals a nonrefundable “bid fee” of $10,000. A bid may consist of
one base proposal in addition to two alternatives for the same bid fee. The alternatives
may consist of a different bid size, contract term, in-service date and/or pricing structure
for the same bid. In addition, Bidders will have the option of submitting up to three
additional alternatives for a fee of $1,000 per alternative. The bid fee(s) must be
submitted with the proposals to Boston Pacific Company, Inc. The Bidder must attach to
its proposal a certified check written in the required amount payable to the order of
PacifiCorp. Bidders may submit multiple base bid proposals in response to this RFP. The
Oregon IE, in consultation with the Company shall confirm whether a Bidder’s
submission constitutes one or more proposals, for purposes of assessing bid fees. The
cost of the IE not recovered by the Bid Fees shall be covered by a fee(s) assessed upon
the successful bid(s) (the "Success Fee"). The Success Fee will be determined once the
final amount of Bid Fees and IE and Consultant cost are known, provided that in no event
shall the Success Fee exceed $300,000 per successful bid. Any questions regarding bid
fees should be directed to Boston Pacific Company, Inc.

G. MINIMUM ELIGIBILTY REQUIREMENTS FOR BIDDERS

Bidders may be disqualified for failure to comply with the RFP if any of the requirements
are not met. To the extent proposals do not comply with these requirements they will be
deemed ineligible and will not be considered for further evaluation. Reasons for rejection
of a Bidder or its bid include:
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a) Receipt of Intent to Bid and Bidder’s Credit Information forms or any proposal
after the response deadline.

b)  Failure to meet the requirements and provide all of the information requested in
Appendix C-1, Appendix C-2 and or Appendix C-3 of this RFP.

c) Failure to permit disclosure of information contained in the proposal to
PacifiCorp’s agents, contractors, regulators, or non-bidding parties to regulatory
proceedings under appropriate confidentiality agreements.

d)  Any attempt to influence PacifiCorp in the evaluation of the proposals, outside
the solicitation process.

e)  Any failure to disclose the real parties of interest in the proposal submitted.

f)  The Bidder, or an affiliate of Bidder, is in current litigation with PacifiCorp or
has, in writing, threatened litigation against PacifiCorp, respecting an amount in
dispute in excess of one million dollars.

g)  Proposal has failed to clearly specify all pricing terms.

h)  Proposal has failed to offer unit contingent (as generated) or system firm
capacity and energy, delivered into or in PACW or PACE and include
appropriate contract term lengths and commercial operation dates.

1)  Proposal presents unacceptable level of development and technology risk.

j)  Failure to demonstrate a contract to purchase major equipment (i.e., wind
turbines) and a process to adequately acquire other critical long lead time
equipment.

k) Bidder fails to demonstrate, to PacifiCorp’s satisfaction, that it can meet the
security requirements for each Renewable Resource proposed consistent with the
requirements in Appendix D provided in this RFP.

m) Bidder fails to address satisfactorily both the price and non-price factors.

n) Bidder fails or is unable to abide by the applicable safety standards.

o) The Bidder submits an unacceptable contract structure.

p)  Collusive bidding or any other anticompetitive behavior or conduct exists.

q) Bidder or project being bid is involved in bankruptcy proceedings.

r)  Failure of the Bidder's authorized officer to sign the proposal.

s)  Misrepresentation or failure to abide by National Association of Attorneys
General (NAAG) Environmental Marketing Guidelines (available at
http://www.naag.org/issues/pdf/Green_Marketing guidelines.pdf).

t)  Any change in regulations or regulatory requirements that make the Bidder’s
proposal non-conforming.

u) Any matter impairing the Bidder, the specified resources or the generation of
power or Environmental Attributes of the Renewable Resource.

v)  Failure to provide one year worth of viable wind data.

w)  Failure to provide a third party wind study or equivalent to support the capacity
factor of the project.

H. COMPANY RESERVATION OF RIGHTS AND DISCLAMERS

The Company reserves the right, without qualification and in its sole discretion, to reject
any or all bids, and to terminate this RFP in whole or in part at any time. Without limiting
the foregoing, the Company reserves the right to reject as non responsive any or all bid
proposals received for failure to meet any requirement of this RFP outlined in Section 4.
The Company also reserves the right to request that the IE contact any Bidder for
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additional information. The Company further reserves the right without qualification and
in its sole discretion to decline to enter into any agreement with any Bidder for any
reason, including, but not limited to, change in regulations or regulatory requirements
that impact the Company and/or any collusive bidding or other anticompetitive behavior
or conduct.

Bidders who submit bid proposals do so without recourse against PacifiCorp, its parent
company, its affiliates and its subsidiaries, or against any director, officer, employee,
agent or representative of any of them, for any modification or withdrawal of this RFP,
rejection of any bid proposal, failure to enter into an agreement, or for any other reason
relating to or arising out of this RFP. Bidders will be required to execute the non-reliance
Agreement in Appendix H after the Final Shortlist and prior to entering into final
negotiations.

I ACCOUNTING

All proposals will be assessed by PacifiCorp for appropriate accounting or tax treatment.
Bidders must supply all information PacifiCorp reasonably requires in order to make such
assessments.

Specifically, accounting and tax rules may require that: (i) a contract is accounted for by
PacifiCorp as a Capital Lease or Operating Lease,’ or (ii) the seller or assets owned by
the seller be consolidated as a Variable Interest Entity® (VIE) onto PacifiCorp’s balance
sheet.

Each Bidder must also agree to make available at any point in the bid evaluation process,
any and all financial data associated with the Bidder, the Facility and the PPA, Asset
Acquisition and Sale Agreement or BOT that PacifiCorp requires to determine potential
accounting impacts. Such information, including data supporting the economic life (both
initial and remaining), the fair market value, executory costs, nonexecutory costs, and
investment tax credits or other costs (including debt specific to the asset) associated with
the Bidder’s proposal. Financial data contained in the Bidder’s financial statements (e.g.,
income statements, balance sheets, etc.) may also be required to provide additional
information. "

J. CONFIDENTIALITY

PacifiCorp will attempt to maintain the confidentiality of all bids submitted, to the extent
consistent with law or regulatory order, as long as such confidentiality does not adversely
impact a regulatory proceeding. It is the Bidder’s responsibility to clearly indicate in its
proposal what information it deems to be confidential. Bidders may not mark an entire

7 “Capital Lease” and “Operating Lease” - shall have the meaning as set forth in the Statement of Financial
Accounting Standards (SFAS) No. 13 as issued and amended from time to time by the Financial
Accounting Standards Board.

§ “Variable Interest Entity” or “VIE” - shall have the meaning as set forth in Financial Accounting
Standards Board (FASB) Interpretation No. 46 (Revised December 2003) as issued and amended from time
to time by the FASB.
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proposal as confidential, but must mark specific information on individual pages to be
confidential in order to receive confidential treatment for that information.

All information supplied to PacifiCorp or generated internally by PacifiCorp shall remain
the property of PacifiCorp. Bidder shall maintain the confidentiality of such information
and such information shall not be available to any entity before, during or after this RFP
process unless required by law or regulatory order. The Bidder expressly acknowledges
that PacifiCorp may retain information submitted by the Bidder in connection with this
RFP.

Only those Company employees who are directly involved in this RFP process or with
the need to know for business reasons will be afforded the opportunity to view submitted
bids or Bidder information.

Bidders should be aware that information supplied by Bidders may be requested and
supplied during regulatory proceedings, subject to appropriate confidentiality provisions
applicable to that particular proceeding. This means that parties to regulatory
proceedings may request and view confidential information. If such a request occurs,
PacifiCorp will attempt to prevent such confidential Bidder information from being
supplied to intervening parties who are Bidders or who may be providing services to a
Bidder, but PacifiCorp can not promise success in that endeavor and accordingly cannot
be held liable for any information that it is ordered to be released or that is inadvertently
released.

Lastly, PacifiCorp intends to utilize its internal, proprietary, forward price projections in
its evaluation process. The resulting projections and evaluations will not be shared with
entities external to PacifiCorp or its consultants, including with Bidders, unless required
by law or regulatory order.

Bidders will be required to execute the confidentiality agreement included as Appendix
G to this solicitation after the Final Shortlist and prior to entering into final negotiations.

SECTION 4. REQUEST FOR PROPOSAL CONTENT

Bidders can submit proposals for either (A) a Power Purchase Agreement (PPA), (B) a
Build Own Transfer (BOT) or (C) Asset Acquisition and Sale Agreement.

A. POWER PURCHASE AGREEMENT

Appendix C-1 contains an explanation of the information required if a Bidder plans to
pursue the PPA option. The Bidder would agree to meet its contractual obligations within
the PPA during the Term of the Agreement agreeing to sell the Project to PacifiCorp at
the end of the term as outlined in Section 5.6 of the PPA (Appendix E) or during the
term of the PPA as outlined by the Bidder. The Bidder’s proposal must contain the
information requested in Appendices B, C-1, D, J, and any proposed changes to
Appendix E. The Bidder must provide information sufficient to assure PacifiCorp that
any proposed project has a reasonable probability of successful construction and
operation by December 31, 2012.
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Bidders should note that any proposal submitted in this category that proposes new
construction of a generation facility must utilize the services of a single primary
Contractor under a single engineer, procure, and construct (EPC) contract or an
equivalent structure which will not increase the risk of default by multiple contractors to
PacifiCorp and its customers. Any Contractor must be experienced with the type of
facility being proposed and, in addition to any other credit provision described herein,
this entity must have a Credit Rating (as defined in Appendix D) that is BBB-/Baa3 or
greater from S&P/Moody’s or, if not publicly rated, an equivalent Credit Rating as
determined by PacifiCorp, or otherwise provide credit assurances from a credit support
provider acceptable to PacifiCorp in its sole discretion.

B. BUILD OWN TRANSFER

Appendix C-2 contains an explanation of the information required if a Bidder plans to
pursue the BOT option. The Bidder’s proposal must contain the information requested in
Appendices B, C-2, D, J, and any proposed changes to F. The Bidder must provide
information sufficient to assure PacifiCorp that any proposed project has a reasonable
probability of successful construction and operation by December 31, 2012.

Under the BOT option, PacifiCorp and the entity building the project must be
counterparties. The BOT pro forma documents are attached as Appendix F. A BOT can
be structured with progress payments with defined milestones, or as a single lump sum
payment due upon achievement of commercial operation. PacifiCorp will in no event
make progress payments to a Bidder unless each such payment results in the transfer of a
tangible asset or a percentage ownership of an asset at the time each payment is made.
Bidders must submit bids that comply with one of these two payment structures. All
Bidders in this category must complete the information requested in Appendix C-2.

PacifiCorp will only accept proposals in which PacifiCorp purchases a fully completed
project which has reached commercial operation. Any proposals that consist of either
only a site sale or only an EPC contract will be rejected as a nonconforming proposal. -

The Bidder shall be responsible for all aspects of the development and construction of the
facility, including, but not limited to, permitting, engineering, procurement, construction,
interconnection and all related costs up to achieving commercial operation. Without
limiting the foregoing, the Bidder shall be responsible for obtaining all rights and
resources required to construct and provide an operational generation resource consistent
with the Bidder’s proposal.

Bidders should note that any proposal submitted in this category that proposes new
construction of a generation facility must utilize the services of a single primary
Contractor, which must be a party to the BOT. To the extent the Bidder uses a
Contractor or a separate legal entity other than the Bidder itself, this entity must be a
party to the EPC and must be experienced with the type of facility being proposed and, in
addition to any other credit provision described herein, this entity must have a Credit
Rating that is BBB-/Baa3 or greater from S&P/Moody’s or, if not publicly rated, an
equivalent Credit Rating as determined by PacifiCorp, or otherwise provide adequate
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credit assurances from a credit support provider acceptable to PacifiCorp in its sole
discretion.

C. ASSET ACQUISITION AND SALE AGREEMENT

Appendix C-3 contains an explanation of the information required if a Bidder plans to
pursue the Asset Acquisition and Sale Agreement. The Bidder’s proposal must contain
the information requested in Appendices B, C-3, D, J, and any proposed changes to F.
The Bidder must provide information sufficient to assure PacifiCorp that any proposed
project is currently under operation.

For the acquisition of an existing asset, the Asset Acquisition and Sale Agreement pro
forma documents are attached as Appendix F.

PacifiCorp will only accept proposals in which PacifiCorp purchases a fully completed
project which has reached commercial operation. Bidders should note that any proposal
submitted in this category will be subject to due diligence by the company.

SECTION 5. RESOURCE INFORMATION

PacifiCorp shall rely on the outcome from this RFP to ascertain the most prudent
resource decision(s). PacifiCorp's IRP is a comprehensive decision support tool and road
map for meeting PacifiCorp's objective of providing reliable and least-cost electric
service to all of its customers while addressing the substantial risks inherent in the
electric utility business. Bidders should note that the IRP report is a useful document for
information purposes and Bidders should not infer in any way that the IRP should
prescriptively guide their specific proposal. PacifiCorp's 2008 IRP is available at
www.pacificorp.com/Navigation/Navigation23807.

A. PRICE AND NON-PRICE INFORMATION

Bids will be evaluated on the basis of price and non-price factors to determine the Initial
Shortlist. The bids on the Initial Shortlist will then be evaluated using the IRP models to
determine the Final Shortlist.

The Initial Shortlist will consist of Price and Non-Price factors.

The Price factors will be determined using the comparison metric which will be the
projected net present value revenue requirement (net PVRR) per kilowatt month (Net
PVRR/kW-mo). The net PVRR component views the value of the energy and capacity as
a positive, and the offsetting costs as negative. The more positive the net PVRR, the
more valuable a given resource is to PacifiCorp’s customers. The net PVRR/kW-mo
metric is the annuity value which, when applied to the nominal kilowatts on a monthly
basis and present-valued, will result in the same net PVRR as a straight NPV calculation’

°The term “straight NPV calculation” refers to the act of present-valuing the net of the nominal capacity
and energy value, and costs, to derive a net present value of the net margin between value and costs. To the
extent a significant number of the proposals are above 140% of adjusted appropriate price curve in the two
initial shortlists, such proposals will be ranked on a percentage in order to apply a ranking for price.
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with the appropriate adjustments. There will be three Initial Shortlists. The shortlists will
consist of 1) west wind resource, 2) east wind resources and 3) all other renewable
resource types. If provided, up to 500 megawatts of viable bids will be shortlist in each of
the two Initial Shortlists and will move from the Initial Shortlist to the Final Shortlist.

The Non-Price factors will include without limitation, positive or negative 1) conformity
to RFP bid requirements (Appendix B), 2) conformity to the form power purchase
agreement (Appendix E) or BOT and or the Asset Acquisition and Sale Agreements
(Appendix F), 3) development and feasibility of proposal, 4) site control and permitting,
and 5) operational viability. Price factors will recognize the value of the power (e.g.,
firm versus non-firm, delivery shape, and the relative value of environmental attributes
associated with the facilities).

All bids must include exclusive ownership by PacifiCorp of any and all Environmental
Attributes'® associated with all energy generated.

A.1. PRICE INFORMATION

PacifiCorp is willing to consider the following contract structures so long as the Bidder
supplies sufficient information to permnit effective evaluation:

e Power purchase agreements with purchase options — for the initial term of the power
purchase agreement Bidder owns the asset and PacifiCorp purchases the output. At
some defined point in time PacifiCorp may have the option to purchase the asset at
the end or during the Term of the power purchase agreement subject to the terms and
conditions of the Bidder.

For PPAs, PacifiCorp is willing to consider the following delivery concepts so long as
the Bidder supplies statistically valid information to permit effective evaluation:

¢ Unit contingent generation as generated by the facility interconnected directly
to PacifiCorp’s transmission system

e Firm, scheduled generation into PacifiCorp’s system

e Generation from other systems telemetered into PacifiCorp’s system if
adequate third party transmission is available.

e  Build Own Transfer —Bidder sells a fixed price turn key project payable in a single
amount on delivery or upon achievement of milestones as progress payments, with an
online date prior to December 31, 2012.

o Purchase of an existing asset — Bidder sells an operating existing asset or the equity

in the asset at a fixed price. The sale will be contingent on the company completing
its due diligence on the exiting operating asset.

' As defined in the Power Purchase Agreement.
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- A.2  NON-PRICE INFORMATION

Non-price factors will include without limitation positive or negative 1) conformity to
RFP bid requirements (Appendix B), 2) conformity to the form of power purchase
agreement (Appendix E), build own transfer agreement and Asset Acquisition and Sale
Agreement (Appendix F), 3) feasibility of proposal, 4) site control and permitting, and

5) operational viability.

This RFP is requesting cost-effective resources that are capable for delivery into or in
PacifiCorp’s network transmission system'' in PACE or PACW. All proposals will be
contingent on transmission and must be ability to be designate by PacifiCorp commercial
and trading function as a Network Resource under the network service contract between
PacifiCorp Transmission (www.oasis.pacificorp.com) and PacifiCorp Commercial and
Trading.

B. POINT OF DELIVERY

PacifiCorp is interested in resources that are capable of delivery into or in PacifiCorp’s
network transmission system in PACE or PACW. Specifically, the point(s) of delivery of
primary interest to PacifiCorp are:

Eastern Control Area (PACE)
= Salt Lake Valley
* Mona'? 345 kV
*  Glen Canyon 230 kV
* Nevada/Utah Border:
o Gonder-Pavant 230 kV line known as “Gonder 230 kV”
o Sigurd — Harry Allen 345 line known as “NUB” or Red Butte 345 kV
*  Wyoming- delivery points will require site specific evaluation for integration.
* Borah, Brady or Kinport if such resource is interconnected to PacifiCorp’s
Southwest Idaho electrical system near the Goshen 161 kV area.

Western Control Area (PACW)

* Mid Columbia

*  Paul 500kV

* California Oregon Border

= PACW System

o Within the Western Control Area — The point of interconnection

between the resource, or the electrical system to which the
resource is connected, and PacifiCorp’s transmission system. "

"' Any costs required to upgrade PacifiCorp’s electrical infrastructure incremental to those contained in the
IRP will be considered in the overall economics of the resource. PacifiCorp will use the best available
information atthetime of evaluation to determine the integration costs for the analysis.

'2 PacifiCorp’s transmission function has broken Mona into three distinct delivery points. These three
points are “MDWP” (IPP-Mona from LADWP control area), “MDGT” (Bonanza-Mona within the PACE
control area), and “MPAC” (all other lines into Mona with the PACE control areas).



Exhibit PAC/201
Kusters/20

o Scheduled to the point(s) of interconnection between PacifiCorp’s
western control area and the Bonneville Power Administration or
Portland General Electric such that transfer limitations are not
exceeded. If the source located within the Bonneville the Bidder
must show they have control area service from the resource to the
delivery point.

C. THIRD-PARTY INTERCONNECTION AND INTEGRATION AND
TRANSMISSION SERVICE

PPA Bidders are responsible for any interconnection, electric losses, reserves,
transmission, integration tariffs, imbalance tariffs, and ancillary service arrangements
required to deliver the proposed firm capacity and associated energy to the bid specified
Point(s) of Delivery. Such costs will be included in the evaluation of the proposals. All
proposals must identify all third-party interconnection, electric losses, transmission and
ancillary service products, provider of reserves, and must provide a complete description
of those service agreements, and provide documentation that such service(s) will be
available to during the full term of offer(s) proposed or that contractual roll-over options
if available.

Bidders who propose bids relying on third-party transmission should be aware that the
use of transmission that is interruptible within the hour in any segment of the schedule or
tagged from the source to the Point(s) of Delivery will require PacifiCorp to evaluate the
need to carry reserves against the schedule, which can be up to 100% in the case of
electricity moved from a third party control area to PACE or PACW.

13 Willamette Valley

Alvey 230 kV Fry 230 kV
Chiloquin 230 kV Meridian 230 kV
Dixonville 230 kV Reston 230 kV
Central Oregon — Deschutes Valley

Bend 69 kV Ponderosa 230 kV
Pilot Butte 69/230 kV Redmond 69 kV

Yakima Area — Mid Columbia
Midway 230 kV Wanapum 230 kV

Oregon Coast
Astoria to Tillamook 115 kV

Boyer (Lincoln City) 115 kV

Fairview (Coos Bay) 115/230 kV

Alvey 500 kV Fry 230 kV
Chiloquin 230 kV Meridian 230 kV
Dixonville 230 kV Reston 230 kV
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D. STANDARDS OF CONDUCT

Each Bidder responding to this RFP must conduct its communications, implementation
and operations in compliance with FERC’s Standards of Conduct for Transmission
Providers, requiring the separation of its transmission and merchant functions. The third-
party transmission service is NOT a transmission service agreement with PacifiCorp’s
commercial and trading function; rather it is with PacifiCorp’s transmission function or
other third-party transmission providers, and hence absolutely no communication by a
Bidder to PacifiCorp's transmission function can be made through the submission of a bid
in this RFP. Any bid seeking to do so will be summarily rejected if the attempt is not
immediately withdrawn when discovered. If requested, short-listed Bidders shall execute
a customer consent consistent with FERC requirement that enables PacifiCorp’s
merchant function to discuss the Bidder’s interconnection and/or transmission service
application(s) with the transmission interconnection or transmission service provider.

E. TRANSMISSION  INTERCONNECTION AND  TRANSMISSION
SERVICES

This RFP requires that all Bidders must enter into a separate Interconnection Agreement
if their facilities are located within the PacifiCorp footprint in accordance with
PacifiCorp’s Open Access Transmission Tariff. Bidders must advise PacifiCorp
Transmission if any such service is being requested as part of this RFP. Bidders
requiring interconnection service from PacifiCorp Transmission must request Energy
Resource (ER) service. As stated above, all such requests, if made, must be made
directly to PacifiCorp's transmission function through OASIS or other applicable tariffs,
and not made to PacifiCorp through the submission of a bid in this RFP. Any bid seeking
to do so will be summarily rejected if the attempt is not immediately withdrawn when
discovered.

All proposals that will require a new electrical interconnection or an upgrade to an
existing electrical interconnection must include a statement of the cost of interconnection
(broken out between network upgrade costs and facility specific or direct assigned
interconnection costs), together with a diagram of the interconnection facilities. The
Bidder will be responsible for, and is required to include in its bid, all costs to
interconnect to the transmission provider’s system. The Bidder will be responsible for
applying to the transmission provider for a Large Generator Interconnection Agreement
(LGIA). The interconnection costs from all Bidders will be included in the bid
evaluation. Bidders shall describe interconnection costs in their bids by disclosing that
portion of costs associated with network upgrades and that portion that is facility specific.
Bidders are reminded that they shall bear 100% of the costs to interconnect to the
transmission provider’s system. Bidders are encouraged to contact the applicable
transmission function (ie., PacifiCorp’s transmission function at
www.oasis.pacificorp.com) for information related to a system interconnection request.
As stated above, all such requests, if made, must be made directly to PacifiCorp's
transmission function through OASIS or other applicable tariffs, and not made to
PacifiCorp through the submission of a bid in this RFP. Any bid seeking to do so will be
summarily rejected if the attempt is not immediately withdrawn when discovered.
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Once the Bidder is selected, the applicable transmission function typically has the option
of funding the interconnection network upgrades or requiring the Bidder to fund such
network upgrades and then receive revenue credits per the applicable OATT. Any such
refunds shall be assigned to PacifiCorp directly or through a three-party contract, with the
transmission provider treated as an independent third party; provided, however, if the
Bidder is interconnecting to a third party and is scheduling power for delivery to
PacifiCorp’s control area using third party transmission then the refund shall remain with
the Bidder.

F. PACIFICORP TRANSMISSION INTEGRATION SERVICE

Notwithstanding the foregoing, Bidders should not factor in the cost of integrating the
proposed resources from bid-specified Points of Delivery to PacifiCorp’s system. Such
transmission integration costs and other integration costs will be factored in for
determination of the Final Shortlist. These costs do not include interconnection costs.
Transmission and other integration costs incremental to those in the IRP will be taken
into account within the final analysis. Integration costs consistent with the IRP will be
added to all bids.

After the Initial Shortlist is selected, the Structuring and Pricing group will provide the
results of the initial Short list to the IRP Group. Pursuant to a consulting agreement
between the IRP Group and PacifiCorp Transmission, PacifiCorp Transmission will
provide more refined cost estimates associated with integrating the Short-listed resources
into PacifiCorp’s system. The IRP group will seek updated costs from PacifiCorp
Transmission for only the Short-listed Bidders. These integration costs will be used as
inputs into the IRP model along with the Short-listed proposals in order to determine the
final Short list.

G. RESOURCE TYPES ELIGIBLE TO BID

The Renewable Resource must have a commercial operation date no later than December
31, 2012. Facilities generating power from the resource types defined as Renewable
Resources in Section 1 are eligible to be the subject of bids under this RFP, provided they
are capable of delivering at least 25,000 MWh per year. In addition, qualifying facilities
with a nameplate of 10 megawatts or greater are eligible to bid.

Any resource considered pursuant to this RFP must be capable of clearly verifying time
and amount of delivery of energy from the resource by metering or other means
acceptable to PacifiCorp including without limitation metering on less than or equal to an
hourly basis.

This solicitation is for proposals that offer both RECs and underlying generation from an
associated Renewable Resource and not RECs only or RECs bundled with market
purchases. Proposals that offer only Environmental Attributes or a rebundled product
will be rejected.
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H. PRODUCTION TAX CREDIT AND INVESTMENT TAX CREDIT

Bidders shall bear all risks, financial and otherwise, associated with Bidder’s or the
facility’s eligibility to receive production or investment tax credits or qualify for
accelerated depreciation for Bidder's accounting, reporting or tax purposes. The
obligations of the Bidder to perform under any executed agreement as a result of this
solicitation shall be effective and binding regardless of whether the sale of output from
the Bidder’s facility under such agreement is eligible for, or receives, production or
investment tax credits during the term of the agreement.

L ACCOUNTING

All contracts proposed to be entered into as a result of this RFP will be assessed by the
Company for appropriate accounting and/or tax treatment. Bidders shall be required to
supply the Company with any and all information that the Company reasonably requires
in order to make such assessments. Specifically, given the term lengths that Build own
Transfer or Power Purchase Agreements accounting and tax rules may require either: (i)
a contract be accounted for by PacifiCorp as a Capital Lease or Operating Lease'*
pursuant to SFAS No. 13, or (ii) the seller or assets owned by the seller, as a result of an
applicable contract, be consolidated as a Variable Interest Entity'®* (VIE) onto
PacifiCorp’s balance sheet. To the extent a Bidder’s proposal results in an applicable
contract, the following shall apply with respect to VIE treatment:

The Company is unwilling to be subject to accounting or tax treatment that results from
VIE treatment. As a result, after Bidders are selected in the Final Shortlist, if required by
the Company accounting department, Bidders will be required to certify, with supporting
information sufficient to enable the Company to independently verify such certification,
that their proposals will not be subject to VIE treatment. Bids that result in VIE treatment
will be rejected after they are given an opportunity to provide an alternate structure that
does not trigger a VIE, which will be subject to consultation with the IE and PacifiCorp’s
advisors.

Each Bidder must also agree to make available at any point in the bid evaluation process,
any and all financial data associated with the Bidder power purchase agreement, build
own transfer and or Asset Acquisition and Sale Agreement that PacifiCorp requires to
determine potential accounting impacts. Such information may include, but may not be
limited to, data supporting the economic life (both initial and remaining), the fair market
value, executory costs, nonexecutory costs, and investment tax credits or other costs
(including debt specific to the asset being proposed) associated with the Bidder’s
proposal. Financial data contained in the Bidder’s financial statements (e.g., income
statements, balance sheets, etc.) may also be required to provide additional information.

' “Capital Lease” and “Operating Lease” - shall have the meaning as set forth in the Statement of Financial
Accounting Standards (SFAS) No. 13 as issued and amended from time to time by the Financial
Accounting Standards Board.

5 “Variable Interest Entity” or “VIE” - shall have the meaning as set forth in Financial Accounting
Standards Board (FASB) Interpretation No. 46 (Revised December 2003) as issued and amended from time
to time by the FASB. -
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To the extent PacifiCorp rejects a proposal submitted in this RFP because it triggers VIE
treatment, PacifiCorp shall provide documentation to the IE justifying the basis for its
decision.

J. COST ASSOCIATED WITH DIRECT OR INFERRED DEBT

PacifiCorp will not take into account potential costs to the Company associated with
direct or inferred debt (described below) as part of its economic analysis in the initial or
Final Shortlist evaluation. However, after completing the Final Shortlist and before the
final resource selections are submitted for acknowledgement by the Oregon Commission,
the Company may take into consideration, in seeking approval, cost recovery or
acknowledgement with respect to selected resources, any projected costs of direct or
inferred debt. The Company will bear the burden to demonstrate to the satisfaction of its
regulators the validity, magnitude and impacts of any such projected costs. At the request
of the Utah or Oregon Commission, PacifiCorp will be required to obtain a written
advisory opinion from a rating agency to substantiate the utility’s analysis and final
decision regarding direct or inferred debt.

Direct debt results when a contract is deemed to be a Capital Lease pursuant to EITF
01-08 and SFAS No. 13 and the lower of the present value of the nonexecutory minimum
lease payments or 100% of the fair market value of the asset must be added to
PacifiCorp’s balance sheet.

Inferred debt results when credit rating agencies infer an amount of debt associated with a
power supply contract and, as a result, take the added debt into account when reviewing
PacifiCorp’s credit standing.

SECTION 6. BID EVALUATION AND SELECTION

PacifiCorp will utilize a “first-price sealed bid format™ in order to generate an initial short
list. The initial short list constitutes the bids that will be evaluated with the IRP models,
and from which the final short-listed bids will be selected for any post-bid negotiations.

Under this format, contract payments are based on the price contained in each winning
bid proposal. The “first-price sealed bid format” means that PacifiCorp will utilize the
initial prices and pricing structure submitted by the Bidder in order to determine the
initial short-listed entities. PacifiCorp will not ask for, or accept, updated pricing from
Bidders during the evaluation period. PacifiCorp will negotiate both price and non-
price issues after the Initial Shortlist and during post-shortlist negotiations.
PacifiCorp reserves the right not to engage in any post-bid or post-Shortlist negotiations
with any Bidder that has not made the initial short list. Selection for the initial short list,
the Final Shortlist and post-shortlist negotiations does not constitute a “winning bid
proposal.” Only execution of a definitive agreement by both PacifiCorp and the Bidder
on terms acceptable to PacifiCorp in its sole and absolute discretion will constitute a
“winning bid proposal.” Any definitive power purchase agreement or build own transfer
will be in the form of the PPA, BOT and Asset Acquisition and Sale Agreement shown in
Appendices E and F, respectively. If the Bidder alters the PPA, BOT or Asset
Acquisition and Sale Agreement or does not use it as the underlying agreement the bid
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evaluation will be effected. PacifiCorp has no legal obligation to enter into any
agreement of any kind with any Bidder.

A. OVERVIEW OF THE EVALUATION PROCESS

The analysis for the RFP will be focused on determining which resources provide the best
value to customers on a system-wide planning basis to meet customer requirements at the
least cost, on a risk adjusted basis and in the public interest. The evaluation process will
utilize a screening process to derive three Initial Shortlists of bids (described in Step 1
below) and the Final Shortlist will be determined using the integrated resource planning
models, and any residual value of the project to determine the Final Shortlist.

The selection of three Initial Shortlists of bids will be based on price and non-price
factors. The three Initial Shortlists will comprise of two Initial Short list for wind east
and west resources and one initial shortlist for all other renewable resource types. The
price factor will be derived using the PacifiCorp Structuring and Pricing RFP Base
Model. The RFP Base Model determines the three Initial Shortlists of the top performing
proposals on the basis of the projected net present value revenue requirement (net PVRR)
per kilowatt month (Net PVRR/kW-mo). The non-price factors will evaluate the positive
or negative 1) conformity to RFP bid requirements (Appendix B), 2) and the form of
power purchase agreement (Appendix E) or build own transfer documents and or Asset
Acquisition and Sale Agreement (Appendix F), 3) feasibility of proposal, 4) site control
and permitting, and 5) operational viability.

The Initial Shortlists may contain up to 500 megawatts or 5 bids of the viable bids that
qualify in the three separate Initial Shortlists from a screening basis will then be
evaluated using an Integrated Resource Planning model to establish the Final Shortlist.

The Bidder is responsible for the negotiation, execution and cost of interconnecting or
delivering in or into the PacifiCorp control area. The Bidder will be responsible for all
incremental transmission expenses, which must be included in the bidders pricing,
associated with delivery to PacifiCorp’s network transmission system (inclusive of any
third-party system upgrade needed to deliver such energy to PACE or PACW). If the
Bidder does not provide such costs, any anticipated transmission cost which is not
included in the Bidder’s response or is incremental to transmission assumptions included
in the IRP will be added by PacifiCorp using information reasonable and readily
available during the economic evaluation phase.
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Bids submitted in this RFP will be evaluated in two steps:

STEP 1—PRICE AND NON-PRICE SCREEN WILL BE USED TO DETERMINE
THREE LISTS OF BIDS, TWO LIST FOR WIND RESOURCES, EAST AND
WEST ,AND THE OTHER FOR ALL OTHER RENEWABLE RESOURCE
TYPES. THESE THREE LISTS WILL BE DEEMED AS THE INITIAL
SHORTLIST FOR SCREENING PURPOSES.

STEP 2—PACIFICORP’S PRODUCTION COST SIMULATION MODEL, USED
FOR INTEGRATED RESOURCE PLANNING, WILL BE USED TO
DETERMINE A LIST OF BIDS DEEMED AS THE FINAL SHORTLIST.

PacifiCorp intends to evaluate each bid received in a consistent manner by separately
evaluating the non-price characteristics of the resource and the price characteristics.
Each component will be evaluated separately and recombined to determine the bundled
price and non-price score. The price factor will be weighted up to 70%, while the non-
price factor will be weighted up to 30%. No proposal will receive a total weighting in
excess of 100%. The price and non-price evaluation will be added together and used to
determine the Initial Shortlist. The three Initial Shortlists will be made up of the highest
scoring proposals.

B. PRICE FACTOR EVALUATION (UP TO 70%)

PacifiCorp will utilize the RFP Base Model to screen the proposals and to evaluate and
determine the price ranking for the three Initial Shortlists.

The RFP Base Model is contained in a Microsoft Excel workbook that includes a number
of proprietary Visual Basic macros, custom add-ins, and computational code written in
C++.

RFP Base Model Inputs:
Market Quote Date: The model will pull corresponding forward price, volatilities, and
correlation projections for electricity and fuel commodities. Treasury discount curves are
also included. The same Market Quote Date will be used for all bids during each
evaluation phase.
e Term: start and end date
e Transmission cost assumptions
e Rate base inputs, if applicable
e Point of delivery (POD) and Point of receipt (POR)
Dispatch pattern
Firm/unit contingent
e Resource type
e Product source
e Variable O&M payment ($/MWh)
e Variable O&M costs ($/MWh)
¢ Fixed energy payment ($/MWHh, if applicable)
e Capacity charge (3/KW-mo, if applicable)
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e Resource/POD availability by month
e Forward price curve multiplier by month
e Corporate financial inputs — inflation curve, WACC, etc.

Comparison Metric

The comparison metric will be the projected net present value revenue requirement (net
PVRR) per kilowatt month (Net PVRR/kW-mo). The net PVRR component views the
value of the energy and capacity as a positive, and the offsetting costs as negative. The
more positive the net PVRR, the more valuable a given resource is to PacifiCorp’s
customers. The net PVRR/kW-mo metric is the annuity value which, when applied to the
nominal kilowatts on a monthly basis and present-valued, will result in the same net
PVRR as a straight NPV calculation. '

Bid Cost Relative to Adjusted Price Curves Price Factor Weighting

Less than or equal to 80% of adjusted price projections 70%

Greater than 80% of adjusted price projections but less | Linearly interpolated
than 140% of adjusted price curves
Equal to or greater than 140% of the adjusted price | 0%
projection

C. NON-PRICE FACTORS (UP TO 30%)

The primary purpose of the non-price analysis is to help gauge the factors related to the
proposal which are outside of price. A matrix will be established for each non-price
factor and will be used to compare the bids with one another. Non-price factors will be
weighted up to 30% (in combination with the price scores) in the determination of which
proposals will be chosen for the Initial Shortlist. The non-price factor criteria are
identified in Chart 4 below. Bids will be evaluated and scored in five discrete categories:
(1) 100% of the percentage weight; (2) 75% of the percentage weight; (3) 50% of the
percentage weight; (4) 25% of the percentage weight or (5) 0% of the percentage weight.
Bids will be evaluated based on their ability to demonstrate the proposal is thorough,
comprehensive and provides limited risk to the customers prior to PacifiCorp performing
due diligence on any given Bid. Bids which have a demonstrated track record or are
mature proposals will be more highly evaluated. Chart 4 lists the key non-price criteria
and the basis for weighting for each criterion. These Non-Price factors will be used in
the evaluation of the Non-Price characteristics of the three categories of proposals (PPA,
BOT, and Asset Acquisition), the qualifying facilities and the benchmarks.'’

"“The term “straight NPV calculation” refers to the act of present-valuing the net of the nominal capacity
and energy value, and costs, to derive a net present value of the net margin between value and costs. To the
extent that a significant number of the proposals are above 140% of adjusted price curves the two Initial
Shortlists will be ranked on a percentage according to price.

"7 The benchmark resources will be evaluated on a risk adjusted basis.
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Non-Price Factor

Non-Price Factor Weighting

1) Conformity to RFP requirements - has the
bidder provided all the requirements pertaining
to their proposals in Appendix B, C-1,C-2 or
C-3,Dand]J

6%

2) Conformity to pro forma PPA, BOT or Asset
Acquisition and Sale Agreement - has the
bidder required any additions or deletions that
impose additional costs and or risks to
customers.

6%

3) Development and feasibility of proposal -
Bids will be evaluated based on the quality of
their proposal, their responsiveness to the
information requested and demonstration of
sufficient detail regarding the quality of their
environmental compliance plan and any
environmental impact of each proposal
consistent with the proposed technology. Bids
must demonstrate that the project can be
reasonably developed within the appropriate
timeframe to meet the proposed in service date
and with limited risk to the customers. Bids
which have achieved commercial operation
will be awarded percentage weight consistent
with the risk associated with each non-price
category. For example, an existing project will
be awarded 100% of the percentage weight
associated with the Critical Path Schedule.

6%

4) Site control and permitting - Bids will be
evaluated based on the quality of their
proposal, their responsiveness to the
information requested and demonstration of
sufficient detail on the status of permitting, and
site control. Bids which can demonstrate little
or no risk associated with these criteria will be
more highly valued

6%

5) Operational Viability - Bids will be
evaluated based on the quality of their
proposal, their responsiveness to the
information requested and demonstrate
sufficient detail of their ability to comply with
environmental permits and requirements and
their operating experience with similar
renewable projects and technology.

6%
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1) Conformity to RFP requirements

This category is intended to assess if all the requirements pertaining to Bidders and
Benchmark proposals, to the extent applicable in Appendix B, C-1, C-2 or C-3, D and J
have been provided and are responsive and complete.

2) Conformity to Pro Forma Agreements

This category is intended to assess if the Bidder conforms to the underlying pro forma
agreements. IF any of the edits provided by the bidder to the underlying agreements,
PPA, BOT or Asset Acquisition and Sale Agreement, shift or apply additional risks or
costs to customers. If so, then the percentage will be adjusted. The percentage will not be
adjusted if bidders provide edits which either add value to customers or do not impose
additional costs or shift risks to customers. This category is intended to assess if the
bidder conforms to the underlying pro forma agreements in the request for proposal. Do
any of the edits provided by the bidder to the underlying agreements, PPA, BOT or Asset
Acquisition and Sale Agreement, shift or apply additional risks or costs to customers. If
so, then the percentage will be adjusted. The percentage will not be adjusted if bidders
provide edits which either add value to customers or do not impose additional costs or
shift risks to customers. Benchmark will be deemed to equal full weighting since the
costs associated with any benchmark will be subject to regulatory rulings and not
contracts.

3) Development Feasibility/Risk

This category is intended to assess the likelihood the Bidders’ project and the benchmark
resource can be successfully developed as proposed based on a number of factors which
influence project development feasibility and risk of development. Factors influencing
the status of project development as well as the likelihood the project will be developed
on schedule will be assessed. For this category, the Company will evaluate the critical
path schedule provided by the Bidders and Benchmark, the engineering design and
technology maturity for the project proposed, the status of fuel supply arrangements, if
any and the strategy of the Bidder and or Benchmark for securing fuel for the project, if
applicable.

Bidders and benchmark shall provide a detailed project schedule with critical path
milestones for the project that includes activities from the period of selection as the
winning bidder to the commercial operation date. The Company will review and evaluate
the project schedule to ensure there is a high likelihood the project can reach commercial
operations as proposed.

Bidders and benchmark should also provide information about specific technology and
equipment proposed for the project, including a description of the track record of the
technology and equipment. The Bidder and benchmark should provide a detailed
description and specifications for the proposed equipment. The Company reserves the
right to conduct further due diligence on the equipment and project design. Bidders and
benchmark should provide a detailed strategy for securing and delivering fuel to the
project (for those projects other than wind) site. The Company prefers proposals that can
demonstrate a secure and reliable fuel supply or strategy which demonstrates the ability
of the bidder to secure or demonstrate a reliable supply for the project.
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4) Site Control and Permits

Bidders and benchmark must be able to 1) document they have obtained site control and
necessary permits (maximum points in this category) or 2) demonstrate how site control
and permits will be obtained. To meet the site control requirement, Bidders shall have
identified a site and must provide a copy of documentation establishing that the seller has
and/or will have control over the site for the entire term of the contract. Eligible
documentation includes a demonstration of site ownership, an option to purchase the site,
or a binding letter of intent from the landowners for the full term of the contract. The
Bidder and the benchmark must be able to obtain site control prior to signing a contract
with the Company. For Bidders and the benchmark to demonstrate how they will obtain
site control, they must submit documentation which supports the site control
requirements. Bidders and the benchmark should also provide a list of all required
permits that must be obtained. In addition, Bidders and the benchmark should identify
any rights-of-ways that need to be acquired for the construction and provide a plan and
schedule for securing the rights-of-ways.

5) Operational Viability

This category addresses key viability and risk factors associated with project operations.
The two key factors of importance are first, the environmental management and
compliance and any potential environmental impacts and second a description of prior
operating experience of a similar project and technology. Bidders and benchmark should
provide a description of the environmental management and compliance criterion for the
renewable project and addresses the ability of such project, existing or to be constructed
for a PPA or BOT, ability to meet all of the projects environmental compliance and
permits. Second, Bidders and benchmarks should provide a description of any and all
previous experience in operating and maintaining similar projects.

Step 2 — IRP — Final Shortlist

The Company will use its current renewable energy resource valuation methodology for
evaluating bids for inclusion in the Final Shortlist. This methodology, called the
Alternative Compliance Cost (ACC) method, uses the Company’s production cost
simulation system and its Forward Price Curve to generate a market-based alternative
comparison of the bid resources. In determining the alternative, the Company first runs
the production cost simulation system (the Planning and Risk, or PaR model) in
stochastic mode using the then-current IRP preferred portfolio. The PaR model is then
run a second time with the uncommitted future renewable resources removed from the
preferred portfolio. The resulting production costs from this second model run reflect the
market-based energy costs incurred as a result of no longer adding renewable resources to
the IRP preferred portfolio. Next, other costs and benefits of the specific bid resource
being considered are compared against the PaR model results. This comparison is in the
form of a bid resource ACC value, which represents the resource cost, over the life of the
project that yields a zero net PVRR difference with respect to the PaR model’s market-
based resource alternative. A negative ACC value, expressed on a dollar-per-MWh basis,
indicates that the bid resource compares favorably to the market-based alternative,
whereas a positive ACC value indicates that the bid resource compares unfavorably to the
market-based alternative. The ACC value will also be examined on an “adjusted” basis
with adjustments being made to account for (a) terminal value, (b) locational integration
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costs and (c) incremental capacity contribution. If the Final Shortlists have positive ACC
values, the company may perform additional analysis to assess the market value of
renewable energy credits, compliance with RPS requirements, and potential regulations.

D. FINAL SELECTIONS; OTHER FACTORS

The two steps described above constitute the formal evaluation process and will lead to
the compilation of the Final Shortlist of resources for further negotiation. After
completing the formal evaluation process described above, but before making the final
resource selections to be submitted for approval or acknowledgement, the Company will
take into consideration, in consultation with the IE, certain other factors that are not
expressly or adequately factored into the formal evaluation process, but that are required
by applicable law or Commission order to be considered. In addition the Company may
evaluate and include in its final finally and prudent costs associated with direct and or
indirect debt directly related with the resource procurement consistent with the
information outlined in Section 5(I) and (J).

The Utah Energy Resource Procurement Act requires consideration of at least the
following factors in determining whether a resource selected by the Company should be
approved asin the public interest:

* whether it will most likely result in the acquisition, production, and delivery of
electricity at the lowest reasonable cost to the retail customers of an affected
electrical utility located in this state; '

* long-term and short-term impacts;

» risk;

* reliability;

* financial impacts on the affected electrical utility; and

= other factors determined by the Commission to be relevant.

Oregon Order No. 06-446, Guideline 10(d), requires that the Oregon IE evaluate the
unique risks and advantages associated with a Self Build option, including the regulatory
treatment of costs or benefits related to actual construction cost and plant operation
differing from what was projected for the RFP.

The Washington solicitation rules (WAC 480-107-001 et seq.) provide that ranking
criteria must consider the following:

= Resource cost;

» Market-volatility risks;

* Demand side resource uncertainties;

= Resource dispatchability;

* Resource effect on system operation;

* Credit and financial risks to utility;

* Risks imposed on customers;

= Public policies regarding resource preference adopted by Washington state or the
federal government;

*  Environmental effects including carbon dioxide (CO>);
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= Differences in relative amounts of risk inherent among technologies, fuel sources,
financing arrangements, and contract provisions; and
* Complements power acquisition goals identified in the IRP.

SECTION 7. AWARDING OF CONTRACTS
A. INVITATION

This RFP is merely an invitation to make proposals to the Company. No proposal in
and of itself shall constitute a binding contract. The Company may, in its sole and
absolute discretion, perform any one or more of the following:

* Determine, in consultation with the IE, which proposals are eligible for
consideration as proposals in response to this RFP.

» J[ssue additional subsequent solicitations for information and conduct
investigations with respect to the qualifications of each Bidder.

» Disqualify proposals contemplating resources that do not meet the definition
of Renewable Resources in this RFP.

» Supplement, amend, or otherwise modify this RFP, or cancel this RFP with or
without the substitution of another RFP.

* Negotiate and request Bidders to amend any proposals.

= Select and enter into agreements with the Bidders who, in the Company’s sole
judgment, are most responsive to the RFP and whose proposals best satisfy
the interest of the Company, its customers, and state legal and regulatory
requirements, and not necessarily on the basis of any single factor alone.

» Issue additional subsequent solicitations for proposals.
» Reject any or all proposals in whole or in part.
= Vary any timetable.

» Conduct any briefing session or further RFP process on any terms and
conditions.

= Withdraw any invitation to submit a response.

B. CONFIDENTIALITY AGREEMENT

All parties will be required to sign Confidentiality Agreements if they qualify for the
Final Shortlist (Appendix F) prior to entering into negotiations with the Company.

C. NONRELIANCE LETTER

All parties will be required to sign a nonreliance letter if they are qualify for the Final
Shortlist (Appendix H) prior to entering into negotiations with the Company.



Exhibit PAC/201
Kusters/33

D. POST-BID NEGOTIATION

Prior to entering into post-bid negotiation with Bidders, selected Bidders must execute
the non-reliance letter in Appendices H.

PacifiCorp will further negotiate both price and non-price factors during post-bid
negotiations. PacifiCorp will also include in its evaluation any factor that may impact the
total cost of a resource, including but not limited to all of the factors used in the Initial
Shortlist cost analysis plus consideration of accounting treatment and potential effects
due to rating agency treatment, if applicable. Post bid negotiation will be based on
PacifiCorp’s cost assessment. PacifiCorp will continually update its economic and risk
evaluations until both parties execute a definitive agreement acceptable to PacifiCorp in
its sole and absolute discretion.

PacifiCorp shall have no obligation to enter into any agreement with any Bidder to this
RFP and PacifiCorp may terminate or modify this RFP at any time without liability or
obligation to any Bidder. In addition, this RFP shall not be construed as preventing
PacifiCorp from entering into any agreement that PacifiCorp deems prudent, in
PacifiCorp’s sole opinion, at any time before, during, or after this RFP process is
complete. Finally, PacifiCorp reserves the right to negotiate only with those entities who
propose transactions that PacifiCorp believes in its sole discretion to have a reasonable
likelihood of being executed.

E. SUBSEQUENT REGULATORY ACTION

Unless mutually agreed between the parties or unless required by actual (or proposed)
law or regulatory order, at the time of contract execution, PacifiCorp does not intend to
include a contractual clause whereby PacifiCorp is allowed to adjust contract prices in the
event that an entity who has regulatory jurisdiction over PacifiCorp does not fully
recognize the contract prices in determining PacifiCorp’s revenue requirement. As of the
issuance date for this solicitation, PacifiCorp is unaware of any such actual law or
regulatory order.
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SECTION 1. INTRODUCTION

The purpose of this document is to prescribe the process by which PacifiCorp (the
“Company”) will request and evaluate proposals from Bidders to fulfill a portion of the
capacity and energy resource needs identified in the Company’s 2008 Integrated
Resource Plan, as updated (“IRP”) and the 2011 IRP which is currently pending
acknowledgement before the Oregon Public Utility Commission (“Oregon Commission™)
and Utah Public Service Commission (“Utah Commission”). The scope of this All Source
Request for Proposals (“RFP”), subject to the limitations described herein, is focused on
system-wide, east and west balancing authority area (“BAA™), energy and capacity'
generation which is capable of delivering energy and capacity in or to the Company’s
Network Transmission system® (www.oasis.pacificorp.com). This RFP is seeking
capacity and energy resources to serve PacifiCorp’s entire system. Bids from new or
existing coal resources will only be considered by the Company if such proposals are
consistent with Cal. Pub. Util. Code § 8340 (2006); and Utah Code Ann. § 54-17-502, et
seq. and amending Utah Code Ann. §§ 54-2-1, 54-12-1, 54-12-2, 54-12-3, 54-17-201, 54-
17-302 and 54-17-303; Wash. Rev. Code Ann. §§ 80.80.005, 80.80.010, 80.80.030
80.80.080 (2007); and Or. Rev. Stat. §§ 757.522, 757.524, 757.528, 757.531 and 757.533
(2009); and any additional state or federal requirements regarding new and existing
resources that may be identified by the Company during the solicitation process. Thus,
for example, because California and Washington laws cited above do not allow the
Company the opportunity to recover costs associated with long-term coal resources, bids
from new or existing coal resources shall be limited to a Maximum Term?® of less than
five (5) years. Bidders may propose any of eight (8) different Resource Alternative
structures in three (3) separate Bid Categories. Proposals must identify the Resource
Alternative and the Bid Category. The Bid Categories are separated into Base Load,
Intermediate Load and Summer Peak resources as set forth below.* Each Bid Category
will be screened to determine the initial shortlist and the top bids will then be input into
the IRP models to determine the Final Shortlist.

Bid Category Capacity Factor
1) Base Load > 60%
2) Intermediate Load 20-60%
3) Summer Peak Q3 purchases July-September HE 07 through
HE 22 PPT

' Generating resources may include renewable resources only if the resource can be dispatched or
scheduled by PacifiCorp (“Eligible Renewable Resources™).

2 Company’s East Balancing Authority Area (“PACE”) and/or the Company’s West Balancing Authority
Area (“PACW?).

* Maximum Term of under five (5) years means a term greater than one (1) year but less than five (5) years.
* Section II of this RFP outlines guidelines offered by the Company to assist Bidders in identifying the Bid
Category for each proposal.
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All energy and capacity resources must provide unit contingent or firm resource capacity
and associated energy that are incremental to the Company’s existing capacity and energy
resources and the resource must be available and ready to be dispatched or scheduled by
June 1, 2016 (the “Eligible Online Date”) by the Company.’ To the extent Bidders
propose resources that will be available to the Company for dispatch or scheduling prior
to June 1, 2016, Bidders must request alternative online dates. Bidders must submit
request for alternative eligible dates via the Independent Evaluators’ (“IEs”) website at
least 30 calendar days prior to the bid due date.

The Company and IEs will review the request for each Bidder proposal and make a
determination as to whether or not the alternative online date will be classified as an
approved eligible date. Bidders must specify the online date for each resource proposed.

The Company will not submit a benchmark resource proposal for any category. The
Company will develop an initial shortlist comprised of top-performing bids in each of the
three (3) Bid Categories. The Company will target to select up to twice the megawatt
quantity in each of the three Bid Categories. All assumptions and inputs that the
Company will use in the evaluation of Bidder proposals will be provided and locked
down with the IEs prior to receipt of proposals. The Company will then request best and
final pricing from the Bidders whose proposals were selected to the initial shortlist.
Twenty (20) days prior to the date best and final pricing is due, the Company may update
assumptions used to evaluate proposals and provide them to the IEs. The IEs will review
and provide feedback to the Company within ten (10) working days after any assumption
updates are delivered and the Company will lock down the assumptions and inputs prior
to the receipt of best and final pricing from Bidders. Any assumption updates will be
made using the same methodology used to lock down assumptions prior to issuance of
the RFP. To the extent any updated modeling assumptions shift the timing and size of the
resource requirement, the Company will rerun the system optimizer using the updated
resource portfolio as the Baseline Portfolio. In coordination with the 1Es, the appropriate
resources will be removed from this updated resource portfolio to create a need that can
be filled by Bidder proposals with costs that are consistent with best and final pricing.

The following table sets forth the Company’s 2011 Integrated Resource Plan preferred
portfolio indicating the generic combined-cycle combustion turbine (CCCT) resource
selected for 2016.

> The Company may allow on-line flexibility consistent with the resource need identified in the Capacity
Load and Resource Balance; however, a resource must be online by June 1, 2016.
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Resource

CCCTF Class

CCCTH Class

Coal Plant Turbine Upgrades 12 19 6 - - 18| - 8| - -
Wind, Wyoming - - - - - - - 300 | 300 | 200
CHP - Biomass 5 5 5 5 5 5 5 5 5 5
DSM, Class 1 6 70 57 20 97| - - - - -
DSM, Class 2 108 114 110 118 122 | 124 | 126 | 120 ] 122] 125
Oregon Solar Programs 4 4 4 3 30 - - - - -
Micro Solar - Water Heating | - 4 4 4 4 4 4 41 - -
Front Office Transactions 350 | 1,240 | 1,429 | 1,190 | 1,149 | 775 | 822 | 967 | 695 | 995

Note: Front office transaction (firm market purchases) reflect one-year transaction periods, and are not addive.

Calendar Year

East Existing Resources
East Obligation
East Reserves*

East Obligation + Reserves*
East Position
East Reserve Margin

xisting Resources

West Obligation

West Reserves*

West Obligation + Reserves*
West Position
West Reserve Margin

Total Resources

System Obligation

System Reserves*

Obligation + 13% Planning Reserves*
System Position

Reserve Margin

2016

7,949
8,946
1,117
10,063
(2,114)
(11%)

452
4,100
(653)

(5%)

11,397
12,595

1,569
14,164
(2.767)

1996}

Bidders should note that although from a planning basis the IRP identifies specific types
of resources in the preferred portfolio, this should not be considered by Bidders to be the
only resource type or technology that the Company is willing to consider. The 2011 IRP
assumes a 13% planning margin. Planned renewable targets, conservation and demand
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side management® resources are not included for purposes of calculating resource needs
for this RFP. The renewable targets, conservation and demand side management
resources will be included as fixed resources for System Optimizer (SO) modeling
(which is discussed in more detail in Section 6). The Company may opt to contract for
more or less capacity and energy depending upon, among other things, bids received in
response to the RFP, purchases apart from this RFP, quality of bids received in response
to this RFP, updates to the Company’s forecasts, regional transmission availability and
timing, procurement of shorter term resources or intermittent resources, and changes in
wholesale market conditions.

In order to provide for a transparent and fair process, the RFP will be conducted under
the oversight of IEs. An IE hired by the Utah Commission and an IE retained by the
Company on behalf of the Oregon Commission will be involved in all aspects of
receiving, evaluating, and ranking bids in response to this RFP, and in ensuring fairness
throughout the RFP process. Potential bidders are invited and encouraged to contact
either of the IEs with questions or concerns.

More information concerning the role of the IEs is provided in Attachment 18. Contact
information for the IEs is as follows:

Utah Independent Evaluators: Merrimack Energy Group, Inc.

http://www.merrimackenergy.com/PacifiCorp201 IRFP/index.asp

Oregon Independent Evaluators: Boston Pacific Company, Inc.

fmossburgl@bostonpacific.com

Upon conclusion of the RFP process, PacifiCorp will request the Utah Commission to
approve the selected resource(s). The Company will seek regulatory acknowledgement of
the Final Shortlist consistent with Oregon Order No. 06-446. PacifiCorp will also seek
rate recovery consistent with standard rate making practices in its six state jurisdictions.

This introductory Section 1 describes the type, timing and amount of resources sought for
delivery by June 1, 2016. Section 2 addresses the Resource Alternatives, proposal
characteristics and proposal options. Section 3 addresses logistics including where and
when proposals must be submitted, bid fees and minimum requirements, as well as
important conditions and procedures. Section 4 provides the required content and format
for all Resource Alternatives. Section 5 outlines resource information including price and
non-price information, integration, interconnection and transmission services, and use of
PacifiCorp sites. Section 6 outlines the bid evaluation process. Section 7 outlines the
awarding and rejecting of proposals. All of the required Appendices, Attachments and
Forms for each of the Resource Alternatives are also provided.

A separate RFP will solicit demand side management resources. Conservation is included in the
Company’s load forecast.
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SECTION 2. RESOURCE ALTERNATIVES AND PROPOSAL CHARACTERICS

The Company is seeking approximately 600 MW of cost-effective resource(s) consisting
of Base Load, Intermediate Load and Summer Peak Q3 resources to meet the Company’s
System Position beginning June, 2016. See Attachment 1 for a description of the
technology, configurations, fuel type, location, projected life, transmission requirements
and operation and dispatch characteristics for the EPC Resource Alternative. Unless
exceptions apply as identified in the summary of Resource Alternatives later in this
section, a Bidder’s proposal must exceed or equal 100 MW and have a fixed term of at
least five (5) years. Resource(s) bid(s) proposed by Bidders must provide unit contingent
or firm capacity and associated energy incremental to the Company’s existing capacity
and further be available for dispatch or scheduling by the Eligible Online Date.

The Company will consider each Resource Alternative proposed by the Bidders in one of
three Bid Categories: Base Load, Intermediate Load or Summer Peak Q3. Bidders are
required to identify one of the three Bid Categories for each Resource Alternative
proposed.” To help Bidders identify a Bid Category, the Company offers the following
guidelines:

e Base Load Bid Category: a Resource Alternative likely to exhibit a capacity factor
at or above 60% over the proposed term.

e Intermediate Load Bid Category: a Resource Alternative likely to exhibit a
capacity factor between 20% and 60% over the proposed term.

e Summer Peak Q3: a Resource Alternative that will be purchased by the Company
in the months of July through September in hours ending 07 through 22 Pacific
Prevailing time that either includes or excludes NERC holidays and Sundays over
the proposed term.

In addition to identifying the Bid Category, Bidders are required to propose one of the
following Resource Alternatives: (1) Power Purchase Agreement (PPA); (2) Tolling
Service Agreement (TSA); (3) Engineering Procurement Contract (EPC) on Company
defined site built to Company’s specifications or Asset Purchase and Sale Agreement
(APSA) on Company defined site built to Company’s specifications; (4) Asset Purchase
and Sale Agreement (APSA on Bidder’s site; (5) purchase of an existing facility; (6)
purchase of a portion of a facility jointly owned or operated by the Company; (7)
restructuring of an existing PPA or Exchange Agreement and /or buyback of an existing
sales agreement; or (8) Exceptions which include (a) Load Curtailment, (b) Qualified
Facility (QF) or (c) Eligible Renewable Resources. Descriptions of each of these

7 Bidders can propose the same Resource Alternative into more than one Bid Category: however, for
purposes of this RFP, proposals bid into more than one Bid Category will be required to submit a bid fee
for each Bid Category proposed. The Initial Shortlist will be developed for each of the three Bid Categories
identified in this RFP.



Resource Alternatives are set forth below.

CHART 1

Exhibit PAC/202
Kusters/12

Resource
Alternatives

Term

Location

Requirements

1) PPAs

Fixed term specified
in the bid up to the life
of the asset from a
single resource located
in or delivering to
PACE or PACW
under the PPA. Must
be a minimum term of
Syearsand a
minimum of 100 MW.
A PPA not backed by
assets or backed by a
coal resource is
limited to a Maximum
Term® of less than 5
years, and a minimum
of 100 MW.

Bidders can bid on their
sites, however,
PacifiCorp is not
required to operate the
facilities

Attachment 3, 19
and Appendix
C-1,D, F.

2) TSAs

Same as #1

Same as #1

Attachment 5, 19
and Appendix
C-1,D,F.

3) EPC/APSA
on PacifiCorp
defined site

Life of the asset will
be evaluated

consistent with 2011
IRP Tables 6.1-6.4.°

Currant Creek site

Bids pursuant to
the APSA, or Bids
that resultin an
engineering,
procurement,
construction,
commissioning,
and turnover of a
facility that
complies with the

¥ Maximum Term of less than five (5) years means a term of greater than one (1) year but less than five (5)

years.

° Bidders may propose adjustments to the Design Plant Life based on existing or planned plant
improvements which will be considered by the Company in consultation with the IEs during the bid

evaluation process.




Exhibit PAC/202
Kusters/13

Resource
Alternatives

Term

Location

Requirements

EPC specifications
in Attachment 17;
and contractual
privities between
PacifiCorp and the
EPC contractor.
Bidder must
complete
Appendix C-2 and
Attachment 19.

4) APSAs on
Bidder’s Site

Life of the asset will
be evaluated
consistent with 2011
IRP Tables 6.1-6-4. '°
Coal resources,
limited to a Maximum
Term of less than 5
years, are not eligible
for this Resource
Alternative.

Facility builton a

Bidder’s site which is a

new facility. If it is an

existing facility, it should

be bid under #5.

Bid pursuant to the
APSA; PacifiCorp
will own and
operate the facility
following
commercial
operation. Bidder
must complete
Appendices C-2
and F and
Attachment 19.
Contractual
privities between
PacifiCorp and the
EPC contractor.
Company will
perform due
diligence of Bidder
technical
specification or
Bidder may be
required to apply
Company technical
specifications in

!9 Bidders may propose adjustments to the Design Plant Life based on existing or planned plant
improvements which will be considered by the Company in consultation with the IEs during the bid

evaluation process.
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Resource
Alternatives

Term

Location

Requirements

Attachment 17.

S) Purchase of an
existing facility

Evaluation will be
completed based on
the remaining
depreciated life of the
asset. Life of the asset
will be determined by
the 2011 IRP Tables
6.1-6.4 "' Coal
resources are eligible
for this Resource
Alternative if the
remaining Life of the
asset is limited to a
Maximum Term of
less than 5 years.

A single resource located
in or delivering to PACE
or PACW and integrated
as a Network Resource.

Due diligence of
facility that
PacifiCorp deems
appropriate (see
Attachment 13).
Bidder must
complete
Appendix C-3 and
Attachment 19.
PacifiCorp would
own and operate
the facility.

6) Purchase of a
portion of a
facility jointly
owned by and/or
operated by
PacifiCorp

Same as #5

Same as #5

Same as #5

7) Restructuring
of Existing PPA
or Exchange
Agreement
and/or Buyback
of an Existing
Sales Agreement

Fixed term specified
in the bid up to the life
of'the PPA or
Exchange Agreement
must be a minimum of
Syearsand 100 MW.
A PPA or Exchange
Agreement for a coal
resource is limited to a
Maximum Term of
less than 5 years, and
a minimum of 100

Same as #5

Restructuring of
the PPA or
Exchange
Agreement and/or
buyback of an
existing sales
agreement must
result in
incremental
capacity and
energy. Bidders
must complete

11

Bidders may propose adjustments to the Design Plant Life based on existing or planned plant

improvements which will be considered by the Company in consultation with the IEs during the bid

evaluation process.
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Resource Term Location Requirements
Alternatives
MW. Attachment 19.
Exceptions
8 (a) Load Fixed term must bea | Existing end use PacifiCorp will not
Curtailment minimum of 5 years PacifiCorp customers accept proposals
and 25 MW. with a load that can be for financial
physically curtailed and | curtailment nor
must be not less than 25 | will it accept
MW. The 25 MW may | proposals that
be aggregated. The load | result in PacifiCorp
must respond within 30 having a residual
minutes prior to the hour | delivery obligation
and remain curtailed for | for the curtailment
one continuous hour of load via any
blocks. other contract, law,
regulation or order.
Bidders must
complete
Attachment 19.
8 (b) Qualifying | Fixed term mustbea | Same as #5 QFsare as defined
Facility (QF) minimum of 5 years under the
and 10 MW. regulations
implementing the -
Public Utility
Regulatory Policy
Act of 1978
(“PURPA”).
Bidder must
complete
Attachment 2, 19
and Appendices
C-landF.
8 (c) Eligible Fixedtermmustbea | Same as #5 Company must be

Renewable

minimum of 5 years
and 10 MW. A PPA

able to dispatch or
schedule renewable
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Resource Term Location Requirements
Alternatives
Resource not backed by assets is resource. Bidder
limited to a Maximum must complete
Term of 5 years and a Bidders must
minimum of 10 MW. complete
Attachment 19
and Appendices
C-1,D,and F.
1. PPA

Power purchase bids must be for a fixed term at a stated price which may be indexed to
CPI, GDP, or a fixed annual rate specified by the Bidder. PPAs can be from a single
resource or resources, as applicable, must be located in or into PACE or PACW and must
be in the form of a PPA. A PPA Pro Forma Agreement is attached as Attachment 3. The
source of energy and capacity for the PPA should be (a) a generation facility located on a
Bidder-supplied site, or (b) from the Bidder’s electrical system. The fuel source type
must be specified in the proposal. Bids, including those from new or existing coal
resources will be considered by the Company and, during the evaluation process, will be
given appropriate weight based on carbon (“CO,») risks and other environmental
compliance costs and risks associated therewith.

In the event a Bidder proposes a PPA not backed by assets, the term accepted will be
limited to a Maximum Term'? of less than five (5) years.

Bidders should note that any proposal submitted in this category that proposes new
construction of a generation facility must utilize the services of a single primary
Contractor under a single EPC contract or an equivalent structure which will not
increase the risk of default by multiple contractors to the Company and its
customers. Any Contractor must be experienced with the type of facility being
proposed and, in addition to any other credit provision described herein, this entity
(or its credit support provider) must have a Credit Rating'® that is BBB-/Baa3 or
greater from S&P/Moody’s or, if not publicly rated, an equivalent Credit Rating as
determined by PacifiCorp. (See Appendix B)

"2 Maximum Term of five (5) years means a term of greater than one (1) year but no more than five (5)

years.

13 Credit Rating is defined in Section H.1.
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2. TSA

Tolling Service Agreement bids must be for a fixed term at a stated price which may be
indexed to CPI, GDP, or a fixed annual rate specified by the Bidder. TSAs can be from a
single resource which is located in or delivering to PACE or PACW, and must be in the
form of a TSA. The fuel source type must be specified in the proposal. A Pro Forma TSA
is attached as Attachment 5. The facility from which the TSA is bid can be located on
(a) a Bidder-supplied site, or (b) from the Bidder’s electrical system. Bidders may
propose adjustments to the Design Plant Life based on existing or planned plant
improvements which will be considered by the Company in consultation with the IEs
during the bid evaluation process. Bids, will be considered by the Company and, during
the evaluation process, will be given appropriate weight based on carbon (“CO5») risks
and other environmental compliance costs and risks associated therewith.

In the event a Bidder proposes a TSA not backed by assets, the term accepted will be
limited to a maximum of less than five (5) years.

The Bidder must specify in its bid whether the TSA will take the form of a financially
settled physical TSA or physical TSA, if applicable. If the TSA is (1) a financially
settled physical tolling arrangement, the Bidder will be responsible for the fuel,
transportation, fuel-related O&M, and start-up charges, if any, or (2) a physical tolling
arrangement, the Company may elect to be responsible for the fuel and transportation,
however, the Bidder must demonstrate that fuel and transportation are available.

Bidders should note that any proposal submitted in this category that proposes new
construction of a generation facility must utilize the services of a single primary
Contractor under a single EPC contract or an equivalent structure which will not
increase the risk of default by multiple contractors to the Company and its
customers. Any Contractor must be experienced with the type of facility being
proposed and, in addition to any other credit provision described herein, this entity
(or its credit support provider) must have a Credit Rating that is BBB-/Baa3 or
greater from S&P/Moody’s or, if not publicly rated, an equivalent Credit Rating as
determined by PacifiCorp.(See Appendix B)

3. EPC/APSA on PacifiCorp Defined Site

Bids for construction on a PacifiCorp defined site must take the form of the EPC Pro
Forma Agreement to which the Company and the entity with overall EPC responsibility
for the project must be parties. The EPC Pro Forma Agreement and the APSA Agreement
are attached as Attachment 4 and Attachment 6, respectively and Attachment 17
which sets forth the PacifiCorp site specifications. The fuel source type must be
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specified in the proposal. Any EPC and/or APSA proposal for the facility at the Currant
Creek site must be bid in compliance with the specifications in Attachment 17. All
Bidders in this category must complete the information requested in Appendix C-2 and
all submission documents identified in Attachments 4 and 17.

If the Bidder is submitting an EPC, the Bidder shall be responsible for the engineering,
procurement and construction of the facility, including, but not limited to, construction
permitting, engineering, procurement, and all related costs up to achieving commercial
operation, with the exception of those costs to be borne by the Company to support start-
up, testing, commissioning, and acceptance that are explicitly defined in the Bidder’s
proposal. If a bidder builds a project at the Currant Creek site the project must be built to
meet the specifications provided in Attachment 17. Design evaluation criteria that the
Company will use for bid screening and evaluation purposes can be located in Chapter 6:
Resource Options (Tables 6.1-6.4) of the 2011 IRP. Attachment 1 further provides
information regarding the EPC Resource Alternative. Bidders may propose adjustments
to the Design Plant Life based on existing or planned plant improvements which will be
considered by the Company in consultation with the IEs during the bid evaluation
process. If the Bidder is submitting an APSA the Bidder shall be responsible for all of the
EPC requirements described above as well and the development of the project.

Bidders should note that any proposal submitted in this category that proposes new
construction of a generation facility must utilize the services of a single primary
Contractor, which must be a party to the EPC and or the APSA. To the extent the
Bidder uses a Contractor or a separate legal entity other than the Bidder itself, this
entity must be a party to the EPC and or the APSA and must be experienced with
the type of facility being proposed and, in addition to any other credit provision
described herein, this entity (or its credit support provider) must have a Credit
Rating that is BBB-/Baa3 or greater from S&P/Moody’s or, if not publicly rated, an
equivalent Credit Rating as determined by PacifiCorp.(See Appendix B)

The aggregate of the “all-in” capital cost for the EPC and or APSA resource will include
all payments to be made to the Bidder under the EPC and or APSA structures. These
costs will include all Owners’ Costs Under and EPC Owner’s Development costs, which
will be locked down prior to the receipt of the proposals and are outlined in Attachments
7 & 8, respectively. A listing of those categories and costs are in Attachments 7 & 8. .

4. APSA on a Bidder’s Site

Bids for construction on a Bidder-owned site must be in the form of an APSA, to which
the Company and the entity building the project must be parties. The APSA Pro Forma
Agreement is attached as Attachment 6. The fuel source type must be specified in the
proposal, and cannot be coal. Pursuant tothe APSA, the Company will own and operate
the facility following commercial operation. All Bidders in this category must complete
the information requested in Appendices C-2 and F. Bidders should also submit a form
operations and maintenance (“O&M?”) agreement based on the terms and conditions set
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forth in Attachment 16.

Pricing for the purchase and sale of the facility can be structured to include progress
payments, with defined milestones, or as a single lump sum payment due upon
achievement of commercial operation. The Company will in no event make progress
payments to a Bidder unless each such payment results in the transfer of a tangible asset
or percentage ownership of an asset at the time each payment is made according to a
schedule set forth in the associated bid and is acceptable to the Company.

This Resource Alternative is only for facilities that have not reached commercial
operation as of the Bid Due Date. In the event the facility being proposed is existing and
commercially operable as of the bid response date, then the Bidder should submit a bid
pursuant to Resource Alternative #5 (Purchase of an Existing Facility). The Bidder shall
be responsible for all aspects of the development and construction of the facility,
including, but not limited to, permitting, engineering, procurement, construction and all
related costs up to commercial operation with the exception of those costs to be borne by
the Company to support start-up, testing, commissioning, and acceptance that shall be
explicitly defined in the Bidder’s proposal. The Company may require that the project be
operated and maintained by Bidder for up to ten (10) years in order to ensure cost
effectiveness, availability and reliability of the resources prior to the Company’s
acceptance of the resource. The parties agree to negotiate an O&M agreement after the
bidder is selected from the Final Shortlist to enter into negotiations. Design evaluation
criteria that the Company will use for bid screening and evaluation purposes are located
in Chapter 6: Resource Options (Tables 6.1-6.4) of the 2011 IRP. Bidders may propose
adjustments to the Design Plant Life based on existing or planned plant improvements
which will be considered by the Company in consultation with the IEs during the bid
evaluation process. As part of the Bidder’s proposal under this Resource Alternative, the
Bidder shall provide a comprehensive design basis and technical specification for the
proposed facility.

Bidders should note that any proposal submitted in this category that proposes new
construction of a generation facility must utilize the services of a single primary
Contractor, which must be a party to the APSA. To the extent the Bidder uses a
Contractor or a separate legal entity other than the Bidder itself, this entity must be
a party to the APSA and must be experienced with the type of facility being
proposed and, in addition to any other credit provision described herein, this entity
(or its credit support provider) must have a Credit Rating that is BBB-/Baa3 or
greater from S&P/Moody’s or, if not publicly rated, an equivalent Credit Rating as
determined by PacifiCorp. (See Appendix B)

The Company will own and the Bidder may be required to operate the facility following
commercial operation for up to ten (10) years. Any existing power supply obligations (if
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any) associated with the facility shall not be assigned to the Company unless the
Company, in its sole discretion, accepts such assignment.

The aggregate of the “all-in” capital cost for the APSA resource shall include all
payments to be made to the Bidder under the APSA.

5. Purchase of an Existing Facility

In the event a sale of an existing facility is proposed by a Bidder, and if the facility is
interconnected to PACE or PACW and commercially operable as of the bid response
date, the Company will consider purchasing, owning, and operating the facility. The fuel
source type must be specified in the proposal. Any such purchase would be contingent on
disclosure to the Company by the Bidder of all information regarding the facility that
may be material to the Company’s decision to make the purchase, including without
limitation all potential or existing claims or liabilities, on the Company’s completion of
and satisfaction with the results of such due diligence inquiries that the Company may
deem appropriate in its sole discretion, and on the transfer of good and marketable title to
the Company by the Bidder, free and clear of any and all liens and encumbrances. Such
inquiries may include, but will not be limited to, site inspections, interviews, audit of all
applicable books, contracts, forecasts, and records, and/or an assessment of past, future,
or potential environmental liabilities. In addition, any existing network or point-to-point
transmission rights associated with the facility’s output must be released and reassigned
to the Company, atthe Company’s option.

Such due diligence will be performed by qualified generation experts, who may be third-
party legal and environmental experts and consultants satisfactory to the Company in its
sole discretion, in addition to Company personnel. The Company reserves the right to no
longer consider the resource, if in its sole discretion; it determines that there are aspects
of the resource not in the best interest of the Company and its customers. The Company
will require the information outlined in Appendix C-3 to be provided by the Bidder in
order to determine if the asset will be evaluated and the priorities of the evaluation.
Design evaluation criteria that the Company will use for bid screening and evaluation
purposes are located in Chapter 6: Resource Options (Tables 6.1-6.4) of the 2011 IRP.
Bidders may propose adjustments to the Design Plant Life based on existing or planned
plant improvements which will be considered by the Company in consultation with the
IEs during the bid evaluation process. Bids will be considered by the Company and,
during the evaluation process, will be given appropriate weight based on carbon (“CO,~)
risks and other environmental compliance costs and risks associated therewith.

Existing power supply obligations associated with the facility, if any, shall not be
assigned to the Company unless the Company, in its sole discretion, accepts such
assignment.
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6. Purchase of a Portion of a Facility Jointly Owned and/or Operated by
PacifiCorp

A Bidder may propose that the Company purchase all or an additional portion of a
facility in which the Company already has an existing ownership interest or one that the
Company currently operates. The fuel source type must be specified in the proposal. Any
such purchase by the Company would be contingent upon disclosure to the Company by
the Bidder of all information regarding the facility and the Bidder’s interest that may be
material to the Company’s decision to make the purchase, including without limitation,
potential or existing claims or liabilities, the Company’s completion of and satisfaction
with the results of such due diligence inquiries that the Company may deem appropriate
in its sole discretion; and the transfer of good and marketable title to the Company by the
Bidder of the Bidder’s interest, free and clear of any and all liens, claims and
encumbrances. The Company’s due diligence inquiries may include, but will not be
limited to, an audit of all applicable books and records, and/or an assessment of past,
future, or potential environmental liabilities. In addition, any existing network or point-
to-point firm transmission rights associated with the facility’s output owned or controlled
by the Bidder must be released and reassigned to the Company, at the Company’s option.

Such due diligence will be performed by qualified generation experts, which may be
third-party legal and environmental experts and consultants, in addition to Company
personnel. The Company reserves the right to no longer consider the resource, if in its
sole discretion it determines that there are aspects of the resource that are not in the best
interests of the Company and/or its customers. The Company will require the information
outlined in Appendix C-3 to be provided by the Bidder, in order to determine if the asset
will be evaluated and the priorities of the evaluation. Design evaluation criteria that the
Company will use for bid screening and evaluation purpose is located in Chapter 6:
Resource Options (Tables 6.1-6.4) of the 2011 IRP. Bidders may propose adjustments to
the Design Plant Life based on existing or planned plant improvements which will be
considered by the Company in consultation with the IEs during the bid evaluation
process. Bids will be considered by the Company and, during the evaluation process, will
be given appropriate weight based on carbon (“CO;») risks and other environmental
compliance costs and risks associated therewith.

The Company would own and operate the prospective facility following closing on the
sale. Existing fuel commodity or power commodity obligations associated with the
facility, if any, shall not be assigned to the Company unless the Company, in its sole
discretion, accepts such assignment.
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7. Restructure of an Existing PPA or an Exchange Agreement and/or
Buyback of an Existing Sales Agreement

The Company will accept proposals under this Resource Alternative for one or more of
the following: (a) restructuring of an existing PPA between the Company and the Bidder;
(b) an Exchange Agreement between the Company and the Bidder; and (c) the
termination or buyback of an existing agreement for the sale of energy and capacity by
the Company to the Bidder in PACE or PACW.

The fuel source type must be specified in the proposal.

If the bid calls for the restructuring of an existing PPA between the Company and the
Bidder, such restructuring must result in making available to the Company incremental
dependable energy and capacity in an amount of not less than 100 MW within PACE or
PACW during the summer season (July through September) for delivery as provided in
this RFP for a minimum term of five (5) years. The Bidder will be required to assign any
and all existing network or point-to-point firm transmission rights associated with the
incremental energy and capacity to the Company at the Company’s request at no
additional cost if the Company selects this bid. Bids will be considered by the Company
and, during the evaluation process, will be given appropriate weight based on carbon
(“COy») risks and other environmental compliance costs and risks associated therewith.

If the bid calls for an exchange agreement, such agreement would provide for the
delivery by the Bidder to the Company of dependable energy and capacity in an amount
of not less than 100 MW for delivery of a minimum of a five (5) year term as described
in this RFP, in exchange for power to be supplied by the Company to the Bidder at
another location (other than PACE or PACW) and/or during another time period.

8. Resource Alternative Exceptions
The following resources qualify for one of the three exceptions set forth below:
a. Load Curtailment

The Company has found that bilateral agreements with large end-use customers for the
physical curtailment of load have proven to be effective in reducing the need for
incremental energy and capacity at critical times. The fuel source type must be specified
in the proposal. The Company invites end-use customers to bid physical load curtailment
under this RFP. Any such bid must meet the following requirements: (a) the Bidder must
be an existing end-use customer of the Company; (b) the load to be curtailed must be not
less than 25 MW, however load can be aggregated by a single supplier to equal a total of
25 MW or more; (c) the curtailment must be a physical curtailment of the load; (d) the
load to be curtailed must respond to the curtailment order 30 minutes prior to the hour
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within and remain curtailed for continuous one-hour blocks; (e) the Company must not
have any residual delivery obligation for the curtailed load after exercising its curtailment
rights hereunder pursuant to any other contract, law, regulation or order, and Bidder must
waive any and all rights to assert any such contrary rights; and (f) the Bidder must
provide the Company with reasonable contractual surety and credit assurances that such
load curtailment will take place at times and in amounts required by this RFP. The
Company will not accept proposals for financial curtailment of load. Bidders should start

with the PPA (Attachment 3) as the underlying agreement.
b. Qualified Facility

QFs, as defined under the regulations implementing PURPA, with 10 MW or greater of
capacity are eligible to participate in this RFP. Firm QFs with 10 MW or greater of
capacity and a minimum term of five (5) years or longer will constitute a Resource
Alternative exception. Design evaluation criteria that the Company will use for bid
screening and evaluation purposes are located in Chapter 6: Resource Options (Tables
6.1-6.4) of the 2011 IRP. Bidders may propose adjustments to the Design Plant Life
based on existing or planned plant improvements which will be considered by the
Company in consultation with the IEs during the bid evaluation process. The fuel source
type must be specified in the proposal. All Bidders in this category must complete the
information requested in Appendices C-1, and F. Each QF Bidder must also submit the
required information in Attachment 2'* in order to be evaluated under this RFP. QF
Bidders are subject to the credit requirements contained in this RFP. Bidders should start
with the PPA (Attachment 3) as the underlying agreement. Bids will be considered by
the Company and, during the evaluation process, will be given appropriate weight based
on carbon (“CO;~) risks and other environmental compliance costs and risks associated
therewith.

C. Eligible Renewable Resources

If the Bidder proposes an Eligible Renewable Resource, such proposal must provide for
the delivery by the Bidder to the Company of dependable energy and capacity in an
amount of not less than 10 MW for a minimum term of five (5) years as described in this
RFP. However, in the event a Bidder proposes a PPA not backed by assets, the maximum
term accepted will be five (5) years. The source of energy and capacity for the PPA
should be a generation facility located on a Bidder-supplied site. Design evaluation
criteria that the Company will use for bid screening and evaluation purposes is located in
Chapter 6: Resource Options (Tables 6.1-6.4) of the 2011 IRP Bidders may propose
adjustments to the Design Plant Life based on existing or planned plant improvements

" Schedule 38 in Utah and Oregon are included. Depending on location of the resource, a Bidder may also
need to comply with the state specific QF tariff schedules which are available on PacifiCorp’s website at:
http://www.pacificorp.conves/cg/cqfp.html
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which will be considered by the Company in consultation with the IEs during the bid
evaluation process. The fuel source type must be specified in the proposal. The Bidder
should assume that the Company will not own or operate any facility bid into this
category. All Bidders in this category must complete the information requested in
Appendices C-1, D, and F. Bidders should start with the Power Purchase Agreement
(Attachment 3) as the underlying agreement. Bidders are subject to the credit
requirements contained in this RFP. Geothermal resources are encouraged to bid.

BID FEES/PROPOSAL OPTIONS

To help defray the cost of the IEs, each Bidder shall submit with each of its bid proposals
a nonrefundable “bid fee” of $10,000. Bidders submitting a bid in Resource Alternative
category #8 (load curtailment, QFs, and Eligible Renewable Resources) shall submit a
nonrefundable bid fee of $1,000. A bid in each Resource Alternative category may
consist of one base proposal in addition to two alternatives for the same bid fee. The
alternatives may consist of a different bid size, contract term, pollution control
technologies, water cooling technologies, in-service date and/or pricing structure for the
same Resource Alternative and Bid Category. In addition, bidders will have the option of
submitting up to five additional alternatives as follows: (i) the fourth through sixth
additional alternatives at a fee of $1,000 each, (ii) the seventh additional alternative at a
fee of $2,000 and (iii) the eighth additional alternative at a fee of $3,000. A proposal for a
different Resource Alternative, a different Bid Category, at a different site or using a
different technology will be considered a separate proposal and will be subject to a
separate bid fee. All bid fee(s) must be submitted with the proposals that are sent to
Boston Pacific. The Bidder must attach to its proposal a certified check written in the
required amount payable to the order of PacifiCorp. Bidders may submit multiple base
bid proposals in response to this RFP. The IEs, in consultation with the Company shall
confirm whether a Bidder’s submission constitutes one or more proposals, for purposes
of assessing bid fees. Any questions regarding bid fees should be directed to Merrimack
Energy Group, Inc. or Boston Pacific.

PacifiCorp is interested in creative proposal options that add value to customers however,
if a proposal is contingent on another proposal the Bidder must clearly state any
contingencies so that the Company can evaluate them accordingly. As a result,
PacifiCorp encourages Bidders to offer several different alternatives under the same
proposal. For each proposal, Bidders are allowed to submit a base proposal and up to two
alternatives, for the same bid fee. Bidders will also be allowed to offer additional
alternatives as follows: (i) the fourth through sixth additional alternatives at a fee of
$1,000 each, (ii) the seventh additional alternative at a fee of $2,000 and (iii) the eighth
additional alternative at a fee of $3,000. Alternatives will be limited to different bid
capacities, contract terms, cooling technologies, in-service dates,'® and/or pricing/security
structures. A Bidder may submit more than one proposal. If a Bidder submits the same

'* Alternate in-service dates must comply with the guidelines set out in this RFP.
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proposal but with three different bid capacities, the proposal must be considered one
proposal with two alternatives and the Bidder will pay one bid fee. The Company’s
objective in offering Bidders the opportunity to propose multiple alternatives is to allow
the Company to optimize the benefits from the solicitation by combining proposals of
different capacities, terms and in-service dates.

FLEXIBILITY OF PROPOSALS

PacifiCorp is interested in proposals which offer PacifiCorp flexibility in terms of the
commencement date of delivery in the contract and which provide PacifiCorp the ability
to defer or accelerate the in-service date of the contract or buy-out the contract at its
option. The Company will only allow Bidders to defer or accelerate in-service dates as an
option that can be exercised by the Company. Proposals for firm online dates beyond
June 1, 2016 are not allowed; however, Bidders can request approval with the IE to
submit proposals having firm online dates prior to June 1, 2016. If Bidders provide
proposals which would include an option to extend the proposal beyond the original term,
Bidders are required to specifically identify such option and the required terms,
conditions and price upon which the Company would exercise such option. If the Bidder
is not offering to extend the term and no such option language is included in the proposal,
the Company will not assume that the Resource Alternative extends beyond the term
provided by the Bidder. Bidders are encouraged to be creative in their proposals within
the scope of the RFP. To the extent Bidders want to propose in-service date deferral or
acceleration options, Bidders should provide a complete description of their proposed
deferral or acceleration option as an attachment to Form 2. Bidders should provide a
schedule that offers a one (1) year in-service date deferral option and a one-year
acceleration option along with the strike price (in total dollars) for which PacifiCorp
would compensate the Bidder for exercising the option at each milestone date identified
in Form 2. The schedule should also include the milestone dates prior to the proposed in-
service date at which PacifiCorp could decide to exercise the deferral or acceleration
option. Bidders can also offer a price schedule associated with the option for PacifiCorp
to buy-out the contract at different milestone dates prior to commercial operation. For the
buyout option, Bidders should use Form 2 as a component of their bids. Bidders can
provide breakup fees for all the milestone dates listed in Form 2, or identify select
milestones and submit breakup fees for those dates. The milestones may be modified by
the Bidders to address the specific project and proposal. For each option, Bidders should
identify the option proposed along with specific triggers (i.e., triggers associated with
specific milestones) within the Bidder’s proposal. Concerning deferral, acceleration, and
breakup options, Bidders must complete Form 2 with suggested milestones and strike
price. For each resource and alternative proposed, Forms 1 and 2 should be completed, if
applicable.
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The Company will not accept renewable resources that cannot be dispatched or scheduled
by PacifiCorp. All bids from new or existing coal resources will be considered by the
Company and, during the evaluation process, will be given appropriate weight based on

CO2 risks associated therewith.

The Company will not accept proposals where the Bidder retains the option to displace
any resource for economic reasons and/or where the Bidder holds the unilateral option to
select one or more alternate Point(s) of Delivery. In addition, the Company will not
accept any proposal that provides for planned maintenance or planned derates per the
North American Electric Reliability Corporation (“NERC”) during the months of June

through September or December through February in any year.

SECTION 3. LOGISTICS
A. SCHEDULE OF RFP ACTIONS
Table 2 sets forth the anticipated schedule:

Table 2

Event Anticipated Date
RFP issued January 5, 2012
RFP bid conference January 17, 2012
Intent to Bid Forims due February 14, 2012
Bidders submit proposals (Bid Due Date) May 9, 2012
Evaluation of Initial Shortlist completed July 8, 2012

Only Initial Shortlist submits best and final updated proposals
(Best and Final Bid Due Date)

August §8,2012

Final evaluation of Best and Final Bids completed Final
Shortlist

September 10, 2012

Oregon Commission acknowledgement of Final Shortlist'

October 2012

Negotiation of bids on Final Shortlist completed

December 22, 2012

PacifiCorp decision

January 7, 2013

File application in Utah Commission approval proceeding
(120 days)

January 16, 2013

Utah Commission approval (120 days) from filing

May 16, 2013

Avoided cost filing”

"The Oregon Commission may acknowledge the Final Shortlist. See Oregon Order No. 06-446 Guideline 13.

ZUpdated avoided costs filing by state will be made to the extent required by law or regulatory order.
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Bidders should note that the above schedule is an anticipated schedule only and is
subject to changse. The Company accepts no liability to the extent the actual
schedule is different from the anticipated schedule.

B. PREBID CONFERENCE

Time: 9:30 -10:30 a.m. Pacific Time / 10:30 -11:30am Mountain Time

Date: January 17,2012
Location: Oregon - 825 NE Multnomah — Room 956
(9" floor)

Utah - North Temple Office — 215 L
(2nd Floor above Security desk)

Interested parties and Bidders may submit questions prior to the RFP bid conference. All
information, including the pre-bid conference materials, questions and answers will be
posted on the PacifiCorp website at www.pacificorp.com prior to the issuance of the final
approved RFP. After the final approval of the RFP, Merrimack Energy Group, Inc. will
be responsible to maintain and post all materials on a website established by the IE. The
Company will be responsible to maintain and post all materials on the Company’s
website at www.pacificorp.com. Any questions on the RFP or related documents and all
communications with the Oregon and Utah IEs should be directed as follows:

Utah Independent Evaluator: Merrimack Energy Group, Inc.

http://www.merrimackenergy.com/PacifiCorp2008RFP/index.asp

Oregon Independent Evaluators: Boston Pacific Company, Inc.

croach{abostonpacific.com

C. INTENT TO BID FORMS

Bidders who intend to be considered as part of this RFP process must return the “Intent
to Bid Form” (Appendices A and B) as set forth below. Two (2) copies of the Intent to
Bid Form must be sent to both of the following addresses by express, certified or
registered mail, or hand delivery by 5:00 p.m. Pacific Time on February 14, 2012.

Utah Independent Evaluator
Merrimack Energy Group, Inc.

c/o Utah Division of Public Utilities
Heber M Wells Bldg, 4™ Floor

160 East 300 South

Box 146751

Salt Lake City, Utah 84114-6751

and
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Oregon Independent Evaluator
Boston Pacific Company, Inc.

c/o Pacific Power Legal Department
Attention: Mary Wiencke

825 NE Multnomah, Suite 1800
Portland, Oregon 97232

D. SUBMISSION OF BIDS

Bidders are required to submit hard copies and electronic copies of proposal(s) as set
forth below:

1. a signed original and two (2) hard copies of each bid and any required forms,
and

2. two (2) electronic copies of the bid and any required forms (on two (2)
separate compact discs) that are in PDF format.

Utah Independent Evaluator
Merrimack Energy Group, Inc.

c/o Utah Division of Public Utilities
Heber M Wells Bldg, 4" Floor

160 East 300 South

Box 146751

Salt Lake City, Utah 84114-6751

and

Oregon Independent Evaluator
Boston Pacific Company Inc.

c/o Pacific Power Legal Department
Attention: Mary Wiencke

825 NE Multnomabh, Suite 1800
Portland, Oregon 97232

Bids will be accepted until 5:00 p.m. Pacific Time on May 9, 2012 Any bids received
after this time will be subject to return unopened to the Bidder following a decision based
on consultation between the IEs and PacifiCorp.

Only Bidders on the Initial Shortlist will be required to submit updated Best and Final
proposals to the addresses above by 5:00 pm Pacific Time on August 8, 2012 . Any bids
received after this time will be subject to return unopened to the Bidder following a
decision based on consultation between the IEs and PacifiCorp.
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An RFP Team will be established by the Company prior to the final approval of the RFP.
The RFP Team shall consist of an Evaluation Team and Intent to Bid Team. The
composition of the teams and their primary roles and responsibilities are shown below in

Chart 3.

CHART 3

Work Group

Roles

1Es

The IEs will ensure a fair and reasonable process is used in the
RFP. The IEs will provide oversight of the RFP process and will
validate, audit and review all aspects of all proposals, providing
oversight to the process and validation on the models, inputs,
assumption(s), risk assessment, and generation specifications for
the PacifiCorp sites. See Attachment 18 for Role of the IEs.

Evaluation Team: Origination,
Generation, and/or Third-Party
Engineering Consultants as required

Overall coordinator of the process. Bid process management for
all: proposals and coordination with the IEs and all of the work
groups. Evaluation of the non-price components of the analysis.
Specifying, evaluating and confirming conformity with design
specifications; conducting, as needed, technological and
operational due diligence, generation expertise, environmental
due diligence on all resources.

Evaluation Team: Structuring and
Pricing, Integrated Resource Planning
Team, Generation and/or Third-Party
Engineering Consultant as required.

Economic analysis and modeling including validation of the
inputs to the risk assessment of the bid.

Evaluation Team: Environmental

Air, water and discharge, emission credits, site permits and
facilities.

Evaluation Team: Credit

Credit screening, evaluation and monitoring throughout the
process.

Evaluation Team: Legal

Legal will confirm compliance of bids to requirements of RFP
and its Forms, Attachments and Appendices; conduct of legal
process; conducting due diligence inquiries; supervising any
documentation entered into as part of the RFP process.

Intent to Bid Team: Origination,
Generation, Legal and Credit

Origination, Generation, Legal and Credit will work with the IEs
to ensure that Appendices A and B are complete.

F. EFFECTIVENESS OF BIDS

Each bid proposal must remain open for acceptance by the Company from the date of
submittal through June 15, 2013 unless earlier released in writing by the Company or if
the Bidder’s proposal does not make the Final Shortlist. If during the course of the RFP
process, the Company, with input from the IEs, determines that a Bid update is
appropriate, then all Bidders will be entitled to update their assumptions.
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G. PROCEDURAL ITEMS
1. Intent to Bid Form - Bidder’s Qualification, Capability and Credit

In order to participate in the RFP, each Bidder must complete and submit to the IEs the
Intent to Bid Form which includes Appendices A and B for each Resource Alternative it
intends to submit in its proposal by the date identified in Section 3. The Company will
require each Bidder to demonstrate its Qualification Capability and Experience as
required in Appendix A. In addition, twenty (20) business days after the Bidder is
notified by the Company that the Bidder has been selected for the Final Shortlist the
Bidder will be required to provide any necessary guaranty commitment letter from the
entity providing guaranty credit assurances on behalf of the Bidder and/or necessary letter
of credit commitment letter from the financial institution providing letter of credit
assurances. The timing of when credit security must be posted is detailed in Attachment
14. The forms of commitment letters are in Attachment 15.

Attachment 14 explains how the Credit Matrix in Appendix B will be used to determine
the amount of credit assurances required if a Bidder makes the Final Shortlist. The use of
the Credit Matrix requires a sequence of checks against the Credit Matrix. The Bidder
must first check its Credit Rating in the Credit Matrix in order to determine the amount of
credit assurances required. If the amount of credit assurances required from the prior
sentence is an amount other than $0, the Bidder must next check the Credit Rating of its
proposed credit support provider in the Credit Matrix. The difference in the amounts of
credit assurances required using the Bidder’s Credit Rating and amount of credit
assurances required using its proposed credit support provider’s Credit Rating is the
maximum amount that the credit support provider will be required to commit to in its
commitment letter. For any residual amount of credit assurances required, the Bidder
must obtain a commitment letter from a second credit support provider with a higher
Credit Rating than the first credit support provider, committing to provide credit
assurances in the residual amount. Note that the higher Credit Rating of any second credit
support provider will need to be high enough such that any ultimate residual amount will
be $0. An example of using the Credit Matrix in this sequence of checks is described in
Attachment 14. It is important that Bidders realize that more than one commitment letter
from the entity(ies) providing credit assurances on behalf of the Bidder may be required
and if the Bidder is selected further credit requirements will be required as it pertains to
the specific credit requirements in each of Agreements in Attachment 1,3,4,5, and 6. If
the Bidder’s initial proposed credit support provider’s Credit Rating is high enough such
that the amount of credit assurance required is $0, note that only a single commitment
letter from that entity is needed, and the amount required will be the difference between
what is required based on the Bidders Credit Rating and $0.

Appendices A and B are attached to the Intent to Bid Form and must be completed in
order to submit a proposal. In Appendix A, the Bidder must provide information that the
Bidder’s project development team has successfully completed the development and
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commissioning of at least one generation project with characteristics similar to the
proposed project. The proposal must pose an acceptable level of development and
technology experience, as determined by the Company’s Evaluation Team. In Appendix
B the Bidder must demonstrate the ability to post the credit assurances consistent with the
Credit Matrix for each Resource Alternative being proposed if they are selected on the
Final Shortlist. Each Bidder must provide the requested financial and credit information
and indicate what its ability will be to post any necessary credit assurances, if applicable,
and be prepared to provide the necessary guaranty and/or letter of credit commitment
letter(s) if it is selected for the final short list. The forms of commitment letters are in
Attachment 15.

All Bidders must demonstrate their ability to meet the credit requirements and to provide
any necessary credit assurances, including their plan for doing so (including the type of
security proposed, sources of security and a description of its credit support provider) for
the Resource Alternative they are proposing. Bidders should also provide a demonstration
of their ability to finance their project based on past experience and a sound financial
plan identifying the proposed sources for debt and equity. If the Bidder does not provide
all the information required in Appendices A and B to the satisfaction of the Company
the Bidder may be notified that the Bidder will not be eligible to submit a proposal. If the
Bidder can demonstrate to the Company its ability to meet the qualifications in
Appendices A and B then the Bidder will be permitted to submit proposal(s) in the RFP.
In the event that the Bidder (or Bidder’s credit support provider’s) credit status changes at
any time after submission of a bid into the RFP process, the Company reserves the right
to request updated information to reevaluate the creditworthiness of the Bidder and/or the
Bidder’s credit support provider.

The Bidder will be required to demonstrate its ability to post credit assurances in the
amounts outlined in the Credit Matrix in Appendix B or as otherwise adjusted based on
the Bid Category proposed. A credit methodology paper explaining the rationale behind
the Credit Matrix is provided in Attachment 14. A Bidder must be able to demonstrate
its ability to post any necessary credit assurances in the form of a guaranty commitment
letter from either a proposed guarantor and/or in the form of a letter of credit commitment
letter from a financial institution that would be issuing a letter of credit. This
commitment letter(s) is then to be posted twenty (20) business days after the Bidder is
selected for the Final Shortlist. Forms of credit commitment letters are provided in
Attachment 15. The amount of any credit assurances to be provided will be determined
based upon (a) the Credit Rating in the Credit Matrix of the Bidder and the entity(ies)
providing credit assurances on behalf of the Bidder, if applicable, (b) the size of the
project, (c) the Eligible Online Date, (d) the type of Resource Alternative bid, and (e) the
Bid Category proposed. Please note that a financial institution providing credit assurances
on behalf of the Bidder must have a Credit rating of a least ‘A’ and ‘A2’ from Standard &
Poor’s Rating Group (S&P) and Moody’s Investors Services, (Moody’s), respectively,
and have assets (net of reserves) of at least $10,000,000,000. QF Bidders and Eligible
Renewable Resource Bidders are subject to the credit requirements contained in this RFP.
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The Credit Rating is defined as the lower of: (x) the most recently published senior,
unsecured long-term debt rating (or corporate rating if a debt rating is not available) from
S&P or (y) the most recently published senior, unsecured debt rating (or corporate rating
if a debt rating is not available) from Moody’s. If option (x) and (y) are not available,
the Credit Rating will be determined by the Company through an internal process review
and utilizing a proprietary credit scoring model developed in conjunction with a third
party. All Bidders will receive a Credit Rating which will determine the amount of any
credit assurances to be posted.

If a Bidder is an existing counterparty of the Company, the Company reserves the right to
protect itself from counterparty credit concentration risk and may require credit assurance
in addition to that outlined in the credit matrix.

In addition to any credit security requirements as shown in the Credit Matrix, the Bidder
may be required to post other credit security, depending on the Resource Alternative that
is bid. The bidder should refer to the respective proforma agreement for that Resource
Alternative for any additional credit security requirements.

In the event that the Bidder posts a letter of credit as collateral it must be issued by a bank
acceptable to the Company in the Company’s reasonable discretion, and be in form and
substance acceptable to the Company and meet the requirements set forth in Attachment
9. The timing of when credit assurances must be posted is detailed in Attachment 14.

2. Submission of Proposals by Bidders

All bid proposals must be received no later than the date specified in Section 3. All bid
proposals must contain the requirements and be in the format set forth in the RFP
Proposal Form for the specific Resource Alternative as indicated in Section 4. The RFP
Proposal Form identifies all of the required Attachments and Forms for each Resource
Alternative the Bidder intends to submit. Any bid proposal that does not contain all of the
required information by the due date specified in Section 3 will be subject to rejection as
nonresponsive following review and agreement by the IEs and the Company. It is each
Bidder’s responsibility to submit additional information related to its bid proposal if such
information will materially improve the value of its bid proposal or the Company’s
understanding thereof.

Each bid proposal must be signed by an officer of the bidding company via an Officer
Certification found in Appendix E. Each proposal must contain the following
information:

a) Each bid must include a statement by the Bidder that the Terms and Conditions of
the applicable Pro Forma Agreements, selected as part of the Resource Alternatives
submitted by Bidder, are acceptable to the Bidder or identify any significant exceptions
to the Pro Forma Agreements in the form of a redline agreement or through written
comments which specifically identify the significant exceptions as part of the Bidder’s
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proposal.

b) Proposals must clearly specify all pricing terms. In addition, Bidders should
describe any contract deferral and acceleration options proposed, as well as any contract
buyout options proposed. Proposals with pricing that is subject to change must explain
what triggers the change, what the change is tied to, and any information the Company
will require to evaluate the pricing risks associated with the proposal. All pricing must be
in terms of nominal dollars. Prices and dollar figures quoted will be assumed to be in
nominal terms for the year in which they occur unless clearly stated otherwise. The Form
Pricing Input Sheet (Form 1) contains the applicable pricing inputs which will be
required to be completed by the Bidder for the bid to be evaluated. This Form Pricing
Input Sheet includes inputs such as start/end date, point of interconnection, resource type,
variable and fixed O&M, start-up costs, capacity payment or capital expenditures, PPA or
TSA escalation rates, heat rates and capacity levels adjusted for both expected
temperature, degradation per the manufacturer’s recommended maintenance schedule,
and a variety of other inputs, including specific published indices, if applicable.

c) All bid proposals must be for a capacity greater than 100 MW except for: (i) QF
or Eligible Renewable Resources which must have 10 MW or greater of installed
capacity; and (ii) end-use customers or an aggregate of the Company’s customers with
physical load curtailment proposals for a minimum of 25 MW each.

d) Bid proposal prices must clearly define all costs that the Bidder expects the
Company to pay associated with any of the Resource Alternatives, including, but not
limited to, station service, test energy, fuel for testing, gas lateral construction, electrical
interconnection, other utilities interconnection costs, start-up consumables, or any other
costs (including fuel) the bidder expects the Company to incur to accomplish
synchronization and/or project turnover.

e) All bid proposals must indicate a present ability and commitment to abide by
environmental, health, and safety standards, no less stringent than PacifiCorp’s standards,
with respect to the operation, construction and maintenance of any physical resources,
facilities, plant or equipment.

f) All bid proposals must provide evidence that the developer or the Bidder has
already obtained or will obtain the generation site (e.g. letter of intent) before signing a
contract with the Company.

3. Minimum Eligibility Requirements for Bidders

Bidders may be disqualified for failure to comply with the RFP if any of the requirements
are not met. To the extent proposals do not comply with these requirements they will be
deemed ineligible and will not be considered for further evaluation. PacifiCorp, in
consultation with the IEs, will return those proposals deemed ineligible together with the
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bid evaluation fee. Reasons for rejection of a Bidder or its bid include:

a) Receipt of proposal and/or Intent to Bid Form after the applicable response
deadline.

b) Failure to meet the requirements and provide all of the information requested in
Section 4 of the RFP, including provision of the content required for each Resource
Alternative.

c) Failure to permit disclosure of information contained in the proposal to
PacifiCorp’s agents, contractors or regulators.

d) Any attempt to influence PacifiCorp or the IEs in the evaluation of the proposals,
outside the solicitation process.

e) Failure to disclose the real parties of interest in the proposal submitted.

f) Bidder is in current material litigation or has threatened material litigation against
PacifiCorp. The Company will work with the IE to determine if the Bidder should be
excluded from the RFP in the event the Bidder is threatening or in litigation with the
Company.

2) Failure to include a certified check for the appropriate bid fee(s) payable to
PacifiCorp.

h) Failure to clearly specify all pricing termis in proposal.

1) Failure to offer unit contingent or system firm capacity and energy, delivered into
or in PACW or PACE, including appropriate contract term lengths and commercial
operation dates.

) Presentation of an unacceptable level of development and technology risk.

k) Failure to demonstrate to PacifiCorp’s satisfaction that the Bidder’s project
development team has successfully completed the development and commissioning of at
least one generation project with characteristics similar to the proposed project.

1) Failure to demonstrate to PacifiCorp’s satisfaction that Bidder can meet the
security requirements for each Resource Alternative being proposed consistent with the
requirements in the appropriate Pro Forma Agreements for that resource.

m) Failure to address satisfactorily both the price and non-price factors.

n) Bidder’s failure to include a statement in the proposal that the Bidder agrees to
indemnify and hold harmless the Independent Evaluators for their actions associated with
the RFP process.
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0) Failure to demonstrate to PacifiCorp’s satisfaction the ability to abide by the
applicable environmental, health, and safety standards for the project.

p) Failure to submit a contract structure acceptable to PacifiCorp.
q) Bidder or project being bid is involved in bankruptcy proceedings.

r) Submission of a PPA or TSA that is not backed by an asset for a term longer than
five (5) years.

4. Company’s Reservation of Rights and Disclaimer

The Company reserves the right, without qualification and in its sole discretion, to reject
any or all bids, and to terminate this RFP in whole or in partatany time. Without limiting
the foregoing, the Company reserves the right to reject as non responsive any or all bid
proposals received for failure to meet any requirement of this RFP outlined in Section 4.
The Company also reserves the right to request that the IEs contact any Bidder for
additional information. The Company further reserves the right without qualification and
in its sole discretion to decline to enter into any agreement with any Bidder for any
reason, including, but not limited to, change in regulations or regulatory requirements
that impact the Company and/or any collusive bidding or other anticompetitive behavior
or conduct.

Bidders who submit bid proposals do so without recourse against the Company, its parent
company, its affiliates and its subsidiaries, or against any director, officer, employee,
agent or representative of any of them and the IE, for any modification or withdrawal of
this RFP, rejection of any bid proposal, failure to enter into an agreement, or for any
other reason relating to or arising out of this RFP. The bid fees submitted by any Bidder,
once the bid is accepted, will not be refunded (unless otherwise determined by the
Company in consultation with the IEs) in the event of any modification or withdrawal of
this RFP, rejection of any bid proposal, or failure to execute an agreement.

5. Accounting

All contracts proposed to be entered into as a result of this RFP will be assessed by the
Company for appropriate accounting and/or tax treatment. Bidders shall be required to
supply the Company with any and all information that the Company reasonably requires
in order to make such assessments.

Specifically, given the term lengths that PPA, TSA, and/or exchange proposals may
cover in response to this RFP, accounting and tax rules may require either: (i) a contract
be accounted for by PacifiCorp as a Capital Lease or Operating Lease'® pursuant to

16 «Capital Lease” and “Operating Lease” - shall have the meaning as set forth in the FASB ASC Topic 840
as issued and amended from time to time by the Financial Accounting Standards Board.
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Financial Accounting Standards Board (“FASB”) Accounting Standards Codification
(“ASC”) Topic 840 (formerly SFAS No. 13), or (ii) the seller or assets owned by the
seller, as a result of an applicable contract, be consolidated as a Variable Interest Entity'’
(VIE) onto PacifiCorp’s balance sheet. To the extent a Bidder’s proposal results in an
applicable contract, the following shall apply with respect to VIE treatment:

The Company is unwilling to be subject to accounting or tax treatment that results
from VIE treatment. As a result, all Bidders are required to certify, with
supporting information sufficient to enable the Company to independently verify
such certification, that none of their proposals will subject the Company to such
VIE treatment. Bids that result in VIE treatment will be rejected after they are
given an opportunity to provide an alternate structure that does not trigger a VIE,
which will be subject to consultation with the IEs.

Further, any applicable contract that the Company executes will require that: (i)
the Seller covenant that the Company will not be subject to VIE treatment at any
point during the term of the agreement, and (ii) in the event that the contract
causes the Company to be subject to VIE treatment at any point during the term of
the agreement, unless cured, such treatment will constitute a seller event of
default.

Each Bidder must also agree to make available at any point in the bid evaluation process,
any and all financial data associated with the Bidder, the Facility and/or the PPA, TSA or
other contract that PacifiCorp requires to determine potential accounting impacts. Such
information may include, but may not be limited to, data supporting the economic life
(both initial and remaining), the fair market value, executory costs, nonexecutory costs,
and investment tax credits or other costs (including debt specific to the asset being
proposed) associated with the Bidder’s proposal. Financial data contained in the Bidder’s
financial statements (e.g., income statements, balance sheets, etc.) may also be required
to provide additional information.

To the extent PacifiCorp rejects a proposal submitted in this RFP because it triggers VIE
treatment, PacifiCorp shall provide documentation to the IEs justifying the basis for its
decision.

6. Cost Associated with Direct or Inferred Bebt

PacifiCorp will not take into account potential costs to the Company associated with
direct or inferred debt (described below) as part of its economic analysis in the initial or
Final Shortlist evaluation. However, after completing the Final Shortlist and before the
final resource selections are submitted for approval by the Utah Commission, the

"7 “Variable Interest Entity” or “VIE” - shall have the meaning as set forth in the FASBASC Topic 810
(formerly FIN 46) as issued and amended from time to time by the FASB.
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Company may take into consideration, in seeking approval, cost recovery or
acknowledgement with respect to selected resources, any projected costs of direct or
inferred debt. Inferred debt will only be considered by the Public Utility Commission of
Oregon when the Company seeks cost recovery of selected resources. The Company will
bear the burden to demonstrate to the satisfaction of its regulators the validity, magnitude
and impacts of any such projected costs. At the request of the Utah or Oregon
Commission, PacifiCorp will be required to obtain a written advisory opinion from a
rating agency to substantiate the utility’s analysis and final decision regarding direct or
inferred debt.

Direct debt results when a contract is deemed to be a Capital Lease pursuant to
EITF 01-08 and SFAS No. 13 and the lower of the present value of the
nonexecutory minimum lease payments or 100% of the fair market value of the
asset must be added to PacifiCorp’s balance sheet.

Inferred debt results when credit rating agencies infer an amount of debt
associated with a power supply contract and, as a result, take the added debt into
-account when reviewing PacifiCorp’s credit standing.

7. Confidentiality

The Company will attempt to maintain the confidentiality of all bids submitted, to the
extent allowed by law or regulatory order, as long as such confidentiality does not
adversely impact a regulatory proceeding. It is the Bidder’s responsibility to clearly
indicate in its proposal what information it deems to be confidential. Bidders may not
mark their entire proposal as confidential, but must mark specific information on
individual pages to be confidential in order to receive confidential treatment for that
information.

All information supplied to the Company or generated internally by the Company shall
remain the property of the Company. Bidder shall maintain the confidentiality of such
information and such information shall not be available to any entity before, during or
after this RFP process unless required by law or regulatory order. The Bidder expressly
acknowledges that the Company may retain information submitted by the Bidder in
connection with this RFP.

Only those Company employees who are directly involved in this RFP process or with
the need to know for business reasons will be afforded the opportunity to view submitted
bids or Bidder information.

Bidders should be aware that information supplied by Bidders may be requested and
supplied during regulatory proceedings, subject to appropriate confidentiality provisions
applicable to that particular proceeding. This means that parties to regulatory proceedings
may request to view confidential information. If such a request occurs, the Company will
attempt to prevent such confidential Bidder information from being supplied to
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intervening parties who are Bidders or who may be providing services to a Bidder, but
the Company shall not be held liable for any information that it is ordered to be released
or that is inadvertently released.

Lastly, the Company intends to utilize its internal, proprietary, forward price projections
in its evaluation process. The resulting projections and evaluations will not be shared
with entities external to the Company, including with Bidders, unless required by law or
regulatory order.

8. Regulatory Process

Utah Code § 54-17-101, et seq. requires PacifiCorp to use a solicitation process to
construct or acquire a significant energy resource, defined as 100 MW or more with a
dependable life of ten (10) years or more. Utah law requires the participation of an
independent evaluator, appointed by the Utah Commission, to actively monitor the
solicitation process for fairness and compliance with state law. Prior to execution of
contracts for any of the Resource Alternatives listed above the Company will go through
a preapproval process, consistent with the Utah Energy Resource Procurement Act'® and
will seek acknowledgement of resources pursuant to Oregon Order No. 06-446. 1

9. Subsequent Regulatory Action

The Company does not intend to include a contractual clause whereby the Company is
allowed to adjust contract prices in the event a regulatory agency exercises jurisdiction
over the Company, and does not fully recognize the contract prices in determining the
Company’s revenue requirement. As of the issuance date of this solicitation, PacifiCorp
is unaware of any such actual or proposed law or regulatory order.

SECTION 4. RFP PROPOSAL CONTENT

The following outlines the content and format requirements for all proposals by Resource
Alternative when responding to this RFP. Proposals that do not include the information
requested in this form will be deemed ineligible for further evaluation unless the
information is not relevant.

The Bidder is required to provide information in the following format to meet the criteria
of this RFP. All sections must be completed and in compliance with the RFP in order for
the bid to be accepted. Bidders must provide the appropriate bid fee(s) for the number of
Resource Alternatives and Bid Categories that are being offered.

Each Bidder must provide the following information: 1) All RFP Appendices, Form(s)

'8 The Utah Energy Resource Procurement Act may be viewed at: http://www.le.state.ut.us.

' Oregon Order No. 06-446 is located at: http://edocs.puc.state.or.us.
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and Attachments identified below as required for all proposals; and 2) the Appendices,
Form(s) and Attachments identified under each of the Resource Alternatives identified
below in Table 4.

TABLE 4

Proposal Type Required Information

All Bidders are required to submit the

following: Intent to Bid Form: Appendix A and
Appendix B

Appendix D — Fuel Supply Form (may
vary if Bidders offer fixed price)

Appendix E — Officer Certificate Form

Attachment 19 — Term Sheet of Proposal

Form 1 - Pricing Input Sheet

Form 2 - Permitting and Construction
Milestones depending on the
Resource Alternative

1) PPA: Attachment 3 - Power Purchase
Agreement (PPA)

Appendix F - Bidder Site Control Form

Appendix C-1 - PPA and TSA Information
Request

2) TSA: Attachment 5 — Tolling Service
Agreement

Appendix C-1 - PPA and TSA Information
Request

Appendix F - Bidder Site Control Form

3) EPC/APSA Bids at PacifiCorp Attachment 4 — Engineer Procure and

Defined Site: Construct (EPC) with Appendix —
Currant Creek specifications

Attachment 6 - Asset Purchase and Sale
Agreement (APSA) with Appendices
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Attachment 17 — Specification for Currant
Creek Site

Appendix C-2 - Technical Information
Summary

4) APSA Bids at Bidder Sites:

Attachment 6 - Asset Purchase and Sale
Agreement (APSA) with Appendices

Attachment 16 — O&M Term Sheet

Appendix C-2 - APSA Information
Request

Appendix F - Bidder Site Control Form

Bidder’s form of O&M Agreement

5) Sale of Existing Facilities Bids :

Attachment 13— Due Diligence Items for
the Acquisition of an Existing
Facility

Appendix C-3 — Existing Asset Purchase
Information Request

6) Sale of Portion of Jointly Owned or
Operated Bids:

Attachment 13 - Due Diligence Items for
the Acquisition of an Existing
Facility

Appendix C-3 - Existing Asset Purchase
Information Request

7) Restructuring Bids of an Existing
PPA or an Exchange Agreement and/or
Buyback of an Existing Sales
Agreement:

Existing PPA or Exchange Agreement and
Any other form deemed to be
required to evaluate the restructuring
proposal.

8) Exceptions:

a) Load Curtailment:

Attachment 3 - Power Purchase Agreement

b) QFs:

Attachment 3 - Power Purchase
Agreement

Appendix C-1 - PPA Information Request

Appendix F - Bidder Site Control Form

Attachment 2 - QFs Bidder Information

c¢) Eligible Renewable Resources:

Attachment 3 - Power Purchase
Agreement

Appendix C-1 - PPA Information Request

Appendix F - Bidder Site Control Form
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SECTION 5. RESOURCE INFORMATION
A. PRICE AND NON-PRICE INFORMATION

The Company intends to rely on the outcome from this RFP to ascertain the most prudent
resource decision. Bidders should note that the IRP is a useful document for information
purposes and Bidders should not infer in any way that the IRP should prescriptively guide
their specific proposal. The Company intends to use then-current assumptions in its
evaluation of bids.

With respect to air quality standards, it is PacifiCorp’s intent to incorporate cost
assumptions into all bids that are consistent with the “then current assumptions.” The
base case assumptions are located in the 2011 IRP in Chapter 7, Modeling and Portfolio
Evaluation Approach. This represents the best information available at the time the 2011
IRP was filed in March 2011. The base case will be updated through the RFP process and
shared with the IEs.

This RFP will incorporate assumptions regarding the future cost, if any, associated with
future tax assessment(s) or other impositions based on the quantity of CO, emissions
produced from the combustion of fuel by a facility selected and contracted through this
RFP. If a Bidder proposes a PPA, a source must be identified which will determine the
CO; emissions. For bids with a specified facility, which would include an asset backed
PPA; the potential CO,-related expenses will be included in the Company’s evaluation
based on the asset identified by the Bidder as backing the resource. The CO,-related
expenses will be consistent with the reference case assumptions utilized in the 2011 IRP
or the then current assumptions if applicable. The bid evaluation process will incorporate
the assumption that the Bidder does not contractually absorb the liability associated with
potential future CO, expenses. The foregoing notwithstanding, a bidder desiring to offer a
bid in which it proposes to absorb some or all of any liability associated with CO, costs,
may do so and will be reflected in the evaluation accordingly.

As such, if the bid does not provide for the passing through of such costs absent a
pledge to absorb this liability, the bid evaluation process will incorporate the
assumption that Bidders will pass through to PacifiCorp any costs associated with
meeting future air quality requirements relating to specified facilities.
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B. PRICE INFORMATION
1. Fixed &  Variable Cost for Capacity and Energy
The Bidder — specified fixed O&M payment ($/kW-mo)

. This value can be a fixed value or indexed to the
Consumer Price index, the Gross Domestic Product, or
a bidder-supplied fixed rate.

Variable O&M ($/MWh)

o This value can be a fixed value or indexed to the Consumer
Price Index, the Gross Domestic Product, or a bidder-supplied fixed
rate.

a) Fixed Costs
The fixed resource costs will include, but are not limited to, the following components:
* The Bidder - specified capacity cost payment ($/kw-mo)

* The Bidder — specified fixed O&M payment ($/kw-mo)

* The Bidder — must include interconnection costs in their proposal and other costs
(e.g., applicable transmission wheeling expense) necessary to deliver the energy
to an interconnection point on PacifiCorp’s system

* The Bidder — In the evaluation process, the Company will add the cost of
transmission integration. The integration costs associated with the possible Points
of Delivery in Attachment 20 will be used, on a prorated basis, as a proxy cost in
the initial shortlist. Bidders must identify the Point of Delivery in Section 4(C)(1).
If the Bidder cannot determine if the Point of Delivery corresponds to one of the
Points of Delivery in Attachment 20 then the Bidder must request clarification
with the Utah IE who will seek the determination from PacifiCorp’s Transmission
department.

b) Variable Costs

The variable generation costs will include, but are not limited to, the following
components:
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» The variable energy commodity price, which, depending on pricing structure,
could take one of several forms. Energy commodity costs could (1) be based or
indexed to a specified gas index, (2) could be established as the product of a fuel
index value times the contractual heat rate, or (3) in certain structures, the variable
energy commodity price can be fixed or indexed to the Consumer Price index,
the Gross Domestic Product, or a bidder-supplied fixed rate.

* Variable O&M ($/MWh).

o This value can be a fixed value with a fixed escalation and escalated using
an index as described above.

* Transmission losses in those cases where the Company will incur third-party
transmission losses (if applicable).

= Start costs (if applicable) per plant and per machine (if applicable). Bidders must
define if this start cost is from initiation of start to synchronization, minimum
sustainable load that the plant is in compliance or to full load. Start costs,
operating hour costs and variable O&M cost must be clearly separated and
defined. Cost presentation format provided by the Bidder should be in $/MWh
terms and operating assumptions clearly defined.

C. NON-PRICE INFORMATION
1. Point(s) of Delivery

This RFP is requesting approximately 600 MW of cost-effective resources that are
capable for delivery into or in the Company’s network transmission system®° in PACE or
PACW. All proposals will be contingent on the ability of PacifiCorp’s commercial and
trading function ability to designate the proposed resource (new, existing, imported, etc.)
as a Network Resource under the network service contract between PacifiCorp
Transmission and PacifiCorp Commercial and Trading.

PacifiCorp is interested in resources that are capable of delivery into or in a portion of the
Company’s network transmission system in PACE or PACW. Specifically, the point(s) of
delivery of primary interest to PacifiCorp are:

East system Points of Delivery (PACE)
o Salt Lake Valley
o Connected to a major 138 kV or 345 kV substation in the Wasatch Front load
area south of the Ben Lomond substation and north of the Camp Williams
substation.

0 Any costs required to upgrade PacifiCorp’s electrical infrastructure (integration costs) will be considered
in the overall economics of the resource. See Attachment 20 for cost assumptions for Integration costs. If
the Bidder is proposing another site that is not stated in Attachment 20, PacifiCorp will use the best
available information at the time of evaluation to determine the integration costs for the analysis.
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e PacifiCorp Sites
o Currant Creek
e Mona 345 kV
e Glen Canyon 230 kV
e Nevada/Utah Border:
o Gonder-Pavant 230 kV line known as “Gonder 230 kV”
o Red Butte — Harry Allen 345 line known as “NUB” or Red Butte 345 kV
e Crystal 500 kV
West of Naughton
o Connected to a major 230 kV or 345 kV substation west of Naughton
substation to the Utah border.

Although the Company will consider resources delivered to the following areas these
areas have been identified as having potential transmission constraint implications

and as such, will need to be evaluated accordingly:

e Wyoming, unless the resource(s) electrically reside south of the Naughton
Monument 230kV line. If, resources in Wyoming are not electrically west of
Naughton such resources may be useful in supporting the increased load and wind
resources in Wyoming; however, such resources may be negatively affected by
transmission constraints.

e All points of receipt which require transmission line construction will require 4-7
years and in some scenarios even longer in order to allow time for environmental
work, route selection, permitting, and construction. Resources located at one of
these Point of Receipt (POR’s)’s may require cost adjustment for some period of
time to accommodate re-dispatch of existing resources or other means of
managing transmission congestion in the interim period between completion of
plant construction and before new transmission is commissioned.

e Estimates provided in the document are conceptual (plus or minus 50%) un-
scoped and provided for informational purposes. System impact studies
completed for actual generation interconnection request may identify new
constraints and impacts that significantly change the cost and schedule estimates
provided here. Cost estimates and schedules provided in this document do not
represent any firm offer of service.

PacifiCorp is willing to consider purchasing capacity and associated energy that is
sourced from Desert Southwest (Nevada, California, Arizona, New Mexico); provided,
the selling entity is able to purchase firm transmission from the resource to either Gonder
or Nevada Utah Border.

West System Points of Delivery (PACW)

» Mid Columbia — Yakima Area
o Midway 230 kV



Y VYV

o Wanapum 230 kV
California Oregon Border
Portland

o Troutdale 230 kV
Willamette Valley

o Alvey 500 kV

o Fry230kV

Southern Oregon

o Chiloquin230 kV

o Dixonville 230 kV

o Meridian 230 kV

o Reston 230 kV
Central Oregon

o Bend 69 kV

o Pilot Butte 69/230 kV
o Ponderosa 230 kV

o Redmond 69 kV
Oregon Coast

o Astoria to Tillamook 115 kV
o Boyer (Lincoln City) 115 kV

e  Within the Western Control Area — The point of
interconnection is the point between the resource, or the
electrical system to which the resource is connected, and
PacifiCorp’s transmission system.

e  Scheduled to the point(s) of interconnection between
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PacifiCorp’s western control area and the Bonneville Power
Administration or Portland General Electric such that transfer
limitations are not exceeded. If the resource is located within
the Bonneville control area the Bidder must show they have
control area service from the resource to the delivery point.

e All points of receipt that require transmission line construction will
require 4-7 years and in some scenarios even longer in order to allow
time for environmental work, route selection, permitting, and
construction. Resources located at one of these POR’s may require
cost adjustment for some period of time to accommodate re-dispatch
(if possible) of existing resources or other means of managing
transmission congestion in the interim period between completion of
plant construction and before new transmission is commissioned.
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2. Proposals Requiring Third-Party Interconnection and Transmission
Service

For proposals that will require third-party transmission service to provide delivery of
capacity and associated energy to the bid-specified Point of Delivery on PacifiCorp’s
west and east system, Bidders are responsible for any interconnection, electric losses,
reserves, transmission and ancillary service arrangements required to deliver the
proposed firm capacity and associated energy to the bid specified Point(s) of Delivery.
Such proposals must identify all third-party interconnection, electric losses, transmission
and ancillary service products, provider of reserves, and must provide a complete
description of those service agreements, and provide documentation that such service(s)
will be available to Bidder during the full term of offer(s) proposed.

Bidders who propose bids relying on third-party transmission should be aware that the
use of transmission that is interruptible within the hour in any segment of the schedule
and tag from the source to the Point(s) of Delivery will require the Company to evaluate
the need to carry 100% reserves against the import schedule or the Bidder will need to
explain and provide the agreement they have where a specific balancing authority is in
fact providing reserves within the hour.

Bidders who propose unit contingent arrangements or system portfolio bids that are
interruptible within an operating hour will require the Company to evaluate the need to
carry 100% reserves against the import schedule or the Bidder will need to explain and
provide the agreement they have where a specific balancing authority is in fact providing
reserves within the hour.

3. Standards of Conduct

Each Bidder responding to this RFP must conduct its communications; implementation
and operations in compliance with the Federal Energy Regulatory Commission’s
(“FERC”) Standards of Conduct for Transmission Providers, requiring the separation of
its transmission and merchant functions. The third-party transmission service is NOT a
transmission service agreement with the Company’s marketing function, the Commercial
and Trading department; rather it is with PacifiCorp’s transmission function, the
Transmission Services department, or other third-party transmission providers.

4. PacifiCorp Transmission Interconnection & Transmission Services

This RFP requires that all Bidders must enter into a separate Interconnection Agreement
if their facilities are located within the PacifiCorp footprint in accordance with
PacifiCorp’s Open Access Transmission Tariff (“OATT”). Bidders must advise
PacifiCorp Transmission Services if its service is being requested as part of this RFP.
Bidders requiring interconnection service from PacifiCorp Transmission should request
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Energy Resources (ER) Interconnection Service.

All proposals that will require a new electrical interconnection to the PacifiCorp
transmission system or an upgrade to an existing electrical interconnection to the
PacifiCorp transmission system must include a statement of the cost of interconnection,
together with a diagram of the interconnection facilities. The Bidder will be responsible
for, and is required to include in its bid, all costs to interconnect to PacifiCorp’s
transmission system. The Bidder will be responsible for applying to PacifiCorp
Transmission Services for a Large Generator Interconnection Agreement (“LGIA™),
except in connection with the EPC Contract, in which case PacifiCorp Generation will
apply for the LGIA. However, the interconnection costs from all Bidders will be included
in the bid evaluation. Bidders are reminded that they shall bear 100% of the costs to
interconnect to PacifiCorp’s transmission system. Bidders are encouraged to contact
PacifiCorp’s Transmission Service department (at www.oasis.pacificorp.com) for
information related to a system interconnection requests.

Once the Bidder is selected, funding of the interconnection upgrades, if any, will be
allocated in accordance with existing FERC policy and in accordance with PacifiCorp’s
OATT. The Bidder may be required to fund such upgrades and then receive revenue
credits per PacifiCorp’s OATT. Any such revenue credits shall be assigned to the
Company.

5. PacifiCorp Transmission Integration Service

Bidders should not factor in the cost of integrating the proposed resources from bid-
specified Points of Delivery to PacifiCorp’s system. Such integration costs will be
factored in for determination of the Final Shortlist. PacifiCorp has preliminarily identified
the high level potential costs to integrate resources from the bid-specified Points of
Delivery to the PacifiCorp system. These costs are reflected in Attachment 20. These
costs do not include interconnection costs which the Bidder is responsible to include in
their bid. The Points of Delivery and the costs identified in Attachment 20 are proxy
costs to integrate resources into the system which will be used in the evaluation of the
initial shortlist to determine the cost to integrate resources at those specific Points of
Delivery.

In the event that a Bidder proposes a facility, PPA or TSA that is not at one of the
locations identified in Attachment 20, the Bidder will seek clarification from the IEs,
who will seek clarification from PacifiCorp Transmission Services as to the appropriate
cost to use from Attachment 20 for integration of the resources proposed to PacifiCorp’s
system.

6. Change of Law

In the event there is a change of law which increases the costs associated with this
RFP, the Company will negotiate the allocation of such risks after identification of
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the bidders on the Final Shortlist.
SECTION 6. BID EVALUATION PROCESS OF THE PROPOSALS

The Evaluation Team and the IEs will adhere to the following bid evaluation process.

A. OVERVIEW OF THE EVALUATION PROCESS

The analysis for the RFP will be focused on finding the best combination of resource
opportunities to meet customer requirements at the least cost, on a risk adjusted basis and
in the public interest. The evaluation process will utilize a screening process to derive an
Initial Shortlist of bids that will be updated with those final best and final proposals from
the Initial Shortlist (described in Step 1 below) and only the bids in the initial best and
Final Shortlist will then be placed in a system wide production cost model to determine
the Final Shortlist (described in Steps 2 and 3 below). The Company intends to utilize a
“first price sealed bid format” in order to determine both the Initial and Final Shortlist of
proposals.

The selection of an Initial Shortlist of bids will be based on price and non-price factors.
All Bidders must submit Attachment 19; Term Sheet. The Company will provide the
Bidder with a PDF of Attachment 19 with any clarifying questions or edits. The Bidder
will have two (2) working days to update the PDF and return it to the Company in both a
PDF and word document via email to the RFP email box. Attachment 19 will summarize
the Bidders terms and pricing inputs for each bids submitted. Within 2 business days the
Bidder will return the PDF and word document to the Company. This will be used to
model the bidder inputs in the evaluation. The price factor will be derived, in the Initial
Shortlist analysis, using the PacifiCorp Structuring and Pricing RFP Base Model.

The RFP Base Model will be used to establish the Initial Shortlist for each of the three
Bid Categories: a Base Load category, an Intermediate Load category and a Summer
Peak category. In performing the price evaluation for the Initial Shortlist for each Bid
Category, the Company will use the RFP Base Model to calculate the projected net
present value revenue requirement (net PVRR) per kilowatt month (Net PVRR/kW-mo).
The non-price factors will evaluate the proposed resource characteristics, including
development feasibility and risk, site control and permitting, and operational viability and
risk impacts. The underlying criteria within each category are explained in more detail in
Section 6.B.

Bids which qualify in the Initial Shortlist from a screening basis will be asked to provide
their Best and Final pricing. Those Bids will be updated using the RFP model, if required.
Once the Best and Final Bids are selected in the Initial Shortlist those Bids will be run
through production cost models to establish a preferred portfolio and subsequently a Final
Shortlist. After the Final Shortlist is determined, post-bid negotiations will take place.
Under this format, contract payments will be based on the price contained in each
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winning bid proposal. The “first price sealed bid format” means that the Company will
utilize the initial prices and/or pricing structure submitted by the Bidders in order to
determine the initial short-listed entities. In selecting the RFP bids for contract
negotiations, an optimization model will be used to pick the least cost portfolios of
resource options from the Initial Shortlist under different sets of forecast assumptions
(prices, emission expenses, etc.). Additional deterministic and stochastic analyses will be
performed to support portfolio risk analysis of each of the optimal portfolios determined
by the optimization model.

In selecting resources to be submitted for approval or acknowledgement as part of the
Final Shortlist, the Company will take into consideration, in consultation with the IEs,
certain other factors not expressly included in the forimal evaluation process, but required
to be considered by applicable law or Commission order.

The evaluation process described below is consistent with that used in the Company’s
IRP process and applicable laws and orders, and is expected to provide sufficient
analytical basis from which to make resource choices. The evaluation will identify the
resources most commonly included in the highest performing portfolios as the RFP
“winners” that will then advance to contract negotiations. Portfolio performance is
measured as the expected PVRR, adjusted for risk, and accounting for statutory public
interest factors. The stochastic performance measure used to assess each resource set will
be the risk-adjusted PVRR, which is calculated as the mean PVRR ?lus the expected
value (EV) of the 95" percentile PVRR, where EV = P(PVRR)os x 5%.°!

The Company will not ask for, or accept; updated pricing from Bidders during the
evaluation period until the Best and Final pricing is requested of Bidders. Once the
Company determines the Final Shortlist it is the Company’s intent to negotiate both price
and non-price issues during the post-bid negotiations. Selection for the initial shortlist,
Final Shortlist, and/or post-bid negotiation does not constitute a “winning bid proposal.”
For the purpose of the RFP, only execution of the definitive agreement by both the
Company and the Bidder that is specific to the Bidder’s proposal, as the same may be
amended pursuant to any post-bid negotiations, will constitute a “winning bid” proposal
Bidders should also be aware that operational separation exists, pursuant to FERC’s
Standards of Conduct, between the merchant and transmission functions of PacifiCorp.
As a result, PacifiCorp will require the Bidder to be responsible for the negotiation,
execution and cost of interconnecting a resource or a contract of firm capacity with
associated energy in or in to PacifiCorp’s balancing authority area. The Bidder will be
responsible for all incremental transmission expenses associated with delivery to
PacifiCorp’s network transmission system (inclusive of any third-party system upgrade
needed to deliver such energy to PACE or PACW). Any anticipated transmission cost
which is not included in Attachment 20 or otherwise that is not disclosed in the Bidder’s

2! This metric expresses a low-probability portfolio cost outcome as a risk premium applied to the expected
(or mean) PVRR based on the 100 Monte Carlo simulations.
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response will be added by PacifiCorp using information reasonably and readily available
during the economic evaluation phase.

Transmission integration costs will be used on a prorated basis in the development of the
initial shortlist in Step 1. In the system wide production cost models utilized in Step 2 and
Step 3, the transmission costs and system benefits (i.e. additional economic transactions,
etc.) will be evaluated.

The Company will not make any of the evaluation models - the RFP Base Model, the
System Optimizer model, and the Planning and Risk model - available to Bidders. The
[Es will have full access to the inputs (including the Company’s forward price
projections) and all models used in the evaluation process.

B. THE EVALUATION PROCESS
Bids submitted in this RFP will be evaluated in three steps:

1. Step 1—Price and Non-price screen will be used to determine a list
which will be deemed an initial shortlist for all proposals.

The Company intends to evaluate each bid received in a consistent manner by separately
evaluating the non-price characteristics of the resource and the price characteristics. Each
component will be evaluated separately and combined to determine the bundled price and
non-price score. The price factor will be weighted up to 70%, while the non-price factor
will be weighted up to 30%. No proposal will receive a total weighting in excess of
100%. The price and non-price evaluation will be added together and used to determine
the initial shortlist for each Bid Category.

a) Price Factor Evaluation (Up to 70%)

The Company will utilize the RFP Base Model to screen the proposals and to assign the
price ranking for the eligible bids received in the three Bid Categories: Base Load,
Intermediate Load, and Summer Peak. The RFP Base Model will compare the cost of
each proposal against the value of expected. energy priced at the forward price curve.

RFP Base Model Inputs (some inputs may not be applicable to all Resource

Alternatives):

e Forward Prices

e Discount Rates

e Start and End Date

e Transmission Cost
o Third-party wheeling
o Integration

e (CO; Emission Rates
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e Rate Base Inputs

Dispatch Restrictions (hours per day, hours per year, starts per day, etc.)

Capacity and Heat Rate Degradation Curves

Variable O&M ($/MWh)

Operating Hour Costs ($ per operating hour)

Start-up Costs ($/MWh)

Fixed O&M ($/kW-mo)

Daily Gas Capacity (MMBtu/day)

Daily Gas Demand Charge ($/MMBtu-mo)

Gas Transportation/Delivery Adder ($/MMBtu)

e Fuel Reimbursement/Gas Pipeline Losses (%)

e Energy Payment (3/MWh)

e Capacity Charge ($/kW-mo)

e Monthly Availability Rate

e Project cash flow Financial Inputs (Inflation, AFUDC rates, after-tax weighted
average cost of capital, tax rates, etc.)

Calculation of the Price Score

The price score will be calculated for each proposal (and each alternative as applicable)
using a market ratio metric. The market ratio will be expressed as a percentage and will
be calculated by dividing the nominal levelized PVRR of expected energy value,
expressed on a $/kW-mo basis, into the nominal levelized PVRR of proposal costs,
expressed on a $/kW-mo basis. A market ratio less than 100% indicates that the PVRR
of proposal costs are lower than the equivalent market alternative, and therefore favorable
to customers. The market ratio will be used to assign a price score of between zero and
70% to each proposal (and each alternative as applicable) as set forth in the table below.??

Market Ratio Price Factor Weighting
Less than or equal to 60% 70%
Greater than 60% but less than 140% Linearly interpolated
Equalto or greater than 140% 0%

b) Non-price Factors (up to 30%)

Non-price factors will be used to establish a non price score of up to 30%. The non-price
analysis will gauge the relative development, construction and operational characteristics
and associated risks of each proposal. A matrix will be established for each non-price
factor and will be used to compare the bids with one another. For each non-price factor,
proposals will be assigned one of three discrete scores: (1) 100% of the percentage
weight; (2) 50% of the percentage weight; or (3) 0% of the percentage weight. Bids will

* To the extent a majority of the proposals yield a market ratio above 140%, the upper market ratio limit of
140% will be adjusted and reviewed with the IEs in order to ensure that the majority of proposals are not
ranked only on non-price score factors.



Exhibit PAC/202
Kusters/52

be evaluated based on their ability to demonstrate the proposal is thorough,
comprehensive and provides limited risk to the buyer prior to the Company performing
due diligence on any given Bid. Bids which have a demonstrated track record or are
mature proposals will receive higher scores. Table 5 lists the key non-price criteria and

the basis for weighting for each criteria.

Table 5

Non-price

Non-price Weighting Factor

Development Feasibility/Risk
= C(ritical Path Schedule 0-5%
* Engineering Design and
Technology 0-2.5%
* Fuel Supply and Transportation
Strategy 0-2.5%

Up to 10%

Bids will be evaluated based on the quality
of their proposal, their responsiveness to
the information requested and their ability
to demonstrate that the project can be
reasonably developed within the
appropriate timeframe to meet the proposed
in service date and with limited risk to the
buyer. Bids which have achieved
commercial operation will be awarded
percentage weight consistent with the risk
associated with each non-price category.
For example, an existing project will be
awarded 100% of the percentage weight
associated with the Critical Path Schedule
criteria.

Site Control and Permitting
* Permits Required 0-5%
= Access to Water Supply 0-2.5%
* Rights of Ways 0-2.5%

Up to 10%

Bids will be evaluated based on the quality
of their proposal, their responsiveness to
the information requested and
demonstration of sufficient detail on the
status of permitting, access to available
water supply and site control. Bids which
can demonstrate little or no risk associated
with these criteria will be more highly
evaluated.

Operational Viability/Risk Impacts
= Safety Compliance/Strategy 0-1.0%
* Environmental
Compliance/Strategy 0-2.5%
* Environmental Impact 0-1.5%
» Experience/Qualifications 0-2.5%
=  O&M Plan 0-2.5%

Up to 10%

Bids will be evaluated based on the quality
of their proposal, their responsiveness to
the information requested and
demonstration of sufficient detail regarding
the quality of their environmental
compliance plan and O&M plan as well as
the environmental impact of each proposal
consistent with the proposed technology.
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Development Feasibility/Risk

This category is intended to assess the likelihood the project can be successfully
developed as proposed, based on a number of factors which influence project
development feasibility and risk of development. Factors influencing the status of project
development as well as the likelihood the project will be developed on schedule will be
assessed. For this category, PacifiCorp will evaluate the Critical Path schedule provided
by the Bidders, the engineering design and technology maturity for the project proposed,
the status of fuel supply arrangements and the strategy of the Bidder for securing fuel for
the project.

Bidders shall provide a detailed project schedule with critical path milestones for the
project that include activities from the period of selection as the winning bidder to the
commercial operation date. PacifiCorp will review and evaluate the project schedule to
ensure there is a high likelihood the project can reach commercial operations as proposed.
This review will include the risks of delays in securing the necessary environmental
permits.

Bidders should also provide information about specific technology and equipment
proposed for the project, including a description of the track record of the technology and
equipment. The Bidder should provide a detailed description and specifications for the
proposed equipment (including the turbine, steam generator, cooling equipment and
environmental control equipment proposed). PacifiCorp reserves the right to conduct
further due diligence on the equipment. PacifiCorp prefers proposals that demonstrate
that the generation design and equipment proposed is technologically mature and the
Bidder has included a reasonable plan to address how the project will conform to change
in environmental requirements in the future.

Bidders should provide a detailed strategy for securing and delivering fuel to the plant
site. If the project is in the early stages of development, PacifiCorp requires a fuel supply
and transportation plan that demonstrates that the fuel supply arrangements adequately
conform to the type of project/technology proposed (e.g. gas-fired combined cycle).
PacifiCorp prefers proposals that can demonstrate a secure and reliable fuel supply or
strategy which demonstrates the ability of the Bidder to secure a reliable supply for the
project.

Site Control and Permits

Bidders must be able to 1) document they have obtained site control and provide
documentation on which necessary permits have been obtained (maximum points in this
category) or 2) demonstrate how site control and permits will be obtained. To meet the
site control requirement, Bidders shall have identified a site and must provide a copy of
documentation establishing that the seller has and/or will have control over the site for
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the entire term of the contract. Eligible documentation includes a demonstration of site
ownership, an option to purchase the site, or a binding letter of intent from the
landowners for the full term of the contract. The Bidder must be able to obtain site
control prior to signing a contract with the Company.

For Bidders to demonstrate how they will obtain site control, they must submit
documentation which supports the site control requirements. Bidders should also provide
a list of all required permits that must be obtained. In addition, Bidders should identify
any rights-of-ways that need to be acquired for the construction of supporting facilities
(i.e. water pipelines, fuel lines, transmission lines, rail spurs, etc.) and provide a plan and
schedule for securing the rights-of-ways.

Finally, PacifiCorp is particularly interested in the plan proposed by the Bidder for
securing necessary water rights for the project, including the sources of water and status
of any agreements in place to secure and deliver the water to the project site.

Operational Viability/Risk Impacts

This category addresses key viability and risk factors associated with project operations.
The five key factors of importance are the Bidder’s safety management and compliance
plan, environmental management and compliance plan, the proposal’s environmental
impacts, the Bidder’s experience/qualifications on similar work, and the Bidder’s O&M
plan. The safety and environmental management and compliance criteria address the
ability of the generation facilities supporting the project to anticipate and remain in
compliance with existing and future safety and environmental regulatory requirements
and to reduce environmental impacts. Bidders should, to the extent practicable, explain
and justify their choices of pollution control and water cooling technologies. PacifiCorp
is interested in proposals that can demonstrate, through a credible plan, the ability to
mitigate safety risks and manage and reduce environmental costs and impacts. Options to
meet the requirements of developing regulations for control of currently regulated air
emissions and mercury, along with emerging issues such as greenhouse gas emissions
and ways to mitigate future CO, impositions, should be included in the Bidder’s strategy
for meeting the necessary requirements.

An important criterion for evaluating proposals will be the project’s environmental
impacts. The proposal’s overall plan to minimize air emissions will be an important
aspect of this review. In addition, site impacts such as water usage, land use, waste
disposal, etc. will be considered. Proposals should include a description of the Bidder’s
plan to address site-specific areas of environmental sensitivity. Bidders are encouraged to
identify areas where incremental improvements in environmental performance and water
use and efficiency can be made through more advanced pollution control and water
cooling technologies, if applicable, and to provide projected cost analysis for such
incremental improvements, and tradeoffs with other factors like fuel use and air
emissions. If a Bidder is not able to address this issue fully in its initial bid submission, it
should identify any additional information it will be prepared to provide in the event its
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bid moves from the Initial Shortlist to the Final Shortlist.

The Bidder is also required to provide an O&M plan for the proposal. The O&M plan
should include any plans for the Bidder to execute a long-term contract with a reputable
O&M provider, a description of the funding levels/mechanism and contractual
arrangements, and a description of the previous experience of the Bidder in operating and
maintaining similar facilities.

Total Score (up to 100%)

The initial shortlist will be established using the combined price and non-price results,
and will be established for each of three Bid Categories: Base Load, Intermediate Load,
and Summer Peak. For Bidder’s that include proposal alternatives, only the top
performing option will be considered the eligible proposals for evaluation puposes.
Bidders will be asked to update to provide their Best and Final proposals which will be
further updated using Step 1 for selection to the initial shortlist. The Company will
quantify whether a proposal exceeds the 10% cost increase limit using the RFP Base
model, which is the model used to establish the initial shortlist. The nominal levelized
present value revenue requirement of both fixed and variable costs, quantified on a $/kW-
mo basis, will be calculated consistent with the best and final pricing offered by the
Bidder and divided by the same metric calculated consistent with the original pricing.
The 10% cost increase limit will have been exceeded if the result of this calculation
exceeds 1.10, which would reflect a cost increase in excess of 10% to the original
proposal. If Bidders increase their overall pricing when they submit their best and final
pricing by more than 10% from their original submission, they may be eliminated by the
Company after the Company consults with the Independent Evaluators. The Company
will target to select up to twice the megawatt quantity in each of the three Bid Categories.

The Final Shortlist will be comprised of Step 2 and Step 3.

2. Step 2—System Optimizer Capacity Expansion Model - Optimized
Portfolio Development

Based on the initial shortlist,Ventyx Energy LLC’s System Optimizer model will be used
to develop optimized portfolios under various assumptions for future emission expense
levels and market prices. System Optimizer will develop a corresponding number of
optimized portfolios-—one for each combination of emission and wholesale market and
natural gas price assumptions—drawing from resource options in the initial shortlist
(described above). These assumptions will be conceptually consistent with the 2011 IRP
low, medium, and high cases, but may reflect more recent data at the time the analysis is
conducted. An optimal portfolio will be established for each combination of emission and
wholesale market and natural gas price assumptions.

In the event that a bidder proposes to absorb some or all of the risk of future carbon
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emission costs that the benefits of the bidder absorbing future risk of carbon emissions
will be conducted in Step 4 of the RFP. The starting point for System Optimizer portfolio
development is the set of preferred resources and input assumptions that will be
consistent with PacifiCorp’s 2011 IRP.?* The resource in the year for which there is a
capacity need as defined by the resource portfolio will be removed in order to create a
capacity deficit that the model must fill with one or more bid resources. (The model will
also be allowed to select a variable quantity of firm market purchases, or “front office
transactions” to ensure that a specified annual planning reserve margin is maintained
throughout the simulated period.) If assumption updates are made prior to the receipt of
Bidders’ best and final pricing for proposals selected to the initial shortlist which affect
the timing and/or size of the resource need, the portfolio may be revised accordingly.
Resources not removed to create a capacity deficit, except for front office transactions
and natural gas-fired supply resources, will be fixed for all portfolios to remove the
impact of out-year resource optimization on bid resource selection.

The System Optimizer will produce an optimized portfolio for each combination of
carbon dioxide (CO,) and natural gas price assumptions input into the model (“price
scenarios”). In addition to a base case price scenario, additional price scenarios will be
modeled. The price scenarios will be locked down by the IEs prior to receipt of bids.

Each System Optimizer portfolio will be a candidate for the optimum combination of
resources to be selected through the RFP process and will therefore be advanced to the
stochastic analysis step described below. Resources bid into the RFP that are not included
in any of the portfolios resulting from this step will no longer be considered candidates
for acquisition by the Company.

3. Step 3—Risk Analysis

Stochastic and deterministic risk analyses will be performed on each optimized portfolio
advanced from Step 2 of the evaluation process. Consistent with the IRP, the Company
will use the Planning and Risk model (PaR) to assess stochastic risks and the System
Optimizer model to further quantify scenario risk.

a) Stochastic Analysis

The unique portfolios from Step 2 will be simulated using PaR in stochastic mode. The
PaR simulation produces a dispatch solution that accounts for chronological unit
commitment, dispatch, and transmission constraints.** Stochastic risk is captured in PaR
results by using Monte Carlo random sampling of five variables: loads, commodity
natural gas prices, wholesale electricity prices, hydro energy availability, and therimal unit

Z Certain assumptions may be updated to reflect more current inputs. All such assumption updates will be
reviewed with the [Es.
2* In contrast, the System Optimizer does not model unit commitment or the holding of reserves.
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availability for new resource options. The simulation is conducted for 100 model
iterations using the sampled variable values.”” To capture CO, emission costs and
associated dispatch impacts, simulations will be conducted using the CO, tax values
modeled for Step 2 above. This model set-up is consistent with the stochastic simulations
conducted in the IRP.

Capital and fixed costs resulting from the System Optimizer portfolios developed in Step
2 of the evaluation process will be added to the net variable cost from the PaR simulation
to derive a real-levelized PVRR. For each simulation, the stochastic cost and risk
measures calculated include the following:

e Mean PVRR — Mean of the PVRR for the 100 simulation iterations

e Mean Upper-tail PVRR — This measure is derived by identifying the Monte Carlo
iterations with the five highest production costs on a net present value basis. The
portfolio’s real levelized fixed costs are added to these five production costs, and
the arithmetic average of the resulting PVRRs are computed.

e 95" percentile PVRR — The PVRR of the iteration that represents the 95%
percentile for the 100 simulation iterations.

e Risk-adjusted PVRR — Calculated as the mean PVRR plus the expected value
(EV) of the 95" percentile PVRR, where EV =P (PVRR)ss x 5%.

e Variable cost standard deviation — A measure of production cost variability risk,
calculated as the standard deviation of annual variable costs for the 100
simulation iterations.

e Average annual Energy Not Served - Energy Not Served (ENS) is a condition
where there is insufficient generation available to meet load because of physical
constraints or market conditions. The stochastic ENS results are averaged across
all 100 iterations and reported on an average annual GWh basis for the 20-year
simulation period.

e (CO; emissions footprint — The amount of CO,, in tons, attributable to generation
sources (direct emissions).

b) Deterministic Scenario Analysis

As an additional risk analysis step, the optimal portfolios will be subjected to a more in-
depth deterministic dispatch model using the System Optimizer, with each portfolio being
assessed for each of the future scenarios described in Step 2 above. For example,
Portfolio 1 will have been optimized for Scenario 1, but in this step Portfolio 1 will be
reevaluated under the other scenarios in order to assess the consequences of choosing a
portfolio if other futures are realized. This step is intended to identify portfolios with

25 Based on a sample size statistical analysis conducted for the 2004 IRP, PacifiCorp determined that 100
iterations exceeded the minimum number needed to be confident (at least at a 95% confidence level) that
the sampled iteration mean is close to the true iteration mean. See Appendix G, pp. 98-99, of the 2004 IRP
for details on the statistical analysis.
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especially poor performance under certain future scenarios and used to inform the
selection of final resource options.

Inputs used in System Optimizer and PaR®

Operational Costs

For each portfolio, the operational information for each added proposal will be entered
into the production cost simulation (System Optimizer or PaR®). In addition, the
Company will include any changes to the system topology to reflect transmission
upgrades required by the added proposals. The operational information used in the
production cost simulations includes:

Maximum capacity of each unit

Minimum capacity of each unit

Dependable per-unit capacity

Peaking capacity, for use under specified conditions

Actual pre-specified commitment and/or unit dispatch

Daily charge for operating a unit for at least one hour in the day

Variable O&M cost of each unit

The heat rate curve for a unit, plus any peaking capacity

Pre-scheduled maintenance, number of units and duration

0. Maintenance rate, for distributed maintenance per unit

1. Mean, maximum, and minimum time to repair, for outages scheduled by
Convergent Monte Carlo

12. Minimum up- and downtimes of a unit

13. Per-hour operating cost, exclusive of fuel and variable O&M costs

14. Pumped storage pumping capacity and pumping minimum

15. Unit ramp rates (down and up)

16. Unit start-up O&M and fuel required for startup costs 17. Emission rates/costs

SIS0 RPN W

Bidders should ensure that they provide the information necessary to undertake the
evaluation in their proposal. All the above items should be located in the Pricing Input
sheet. The production-cost model simulations (System Optimizer and PaR®) will
provide information on net system costs for fuel, variable plant O&M, unit start-up,
market contracts and spot market purchases and sales.

Fixed Costs

As mentioned above, the revenue requirement costs associated with additional
investments required by the bid—investment in new resources and/or transmission—will
be added to the variable operating costs. The information required for new resources in
order to calculate the fixed costs include:

1. Capital Costs—generation and transmission
2. Fixed O&M
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3. Expected on-going capital costs
4. Incremental Transmission Asset Life
5. Incremental Resource Asset Life

4. Step 4 — Final Selections; Other Factors

The first three steps described above constitute the formal evaluation process and will
lead to the compilation of the final shortlist of resources for further negotiation. After
completing the formal evaluation process described above, but before making the final
resource selections to be submitted for approval or acknowledgement, the Company will
take into consideration, in consultation with the IEs, certain other factors that are not
expressly or adequately factored into the formal evaluation process, but that are required
by applicable law or Commission order to be considered, including any reasonable risk
mitigation measures offered by a Bidder. The Company may consider creative means,
proposed by Bidders, to absorb and securitize any CO, risk consistent with multi-state
legal and regulatory requirements. The foregoing notwithstanding, a Bidder desiring to
offer a bid in which it proposes to absorb some or all of any liability associated with CO,
costs, may do so. In addition the Company will evaluate if there are any uncertainties
associated with the Gateway transmission project. To the extent bidders submit a
geothermal project and the company can quantify additional benefits to the Company it
will be done in step 4.

The Company may also evaluate and include prudent costs associated with direct and or
indirect debt consistent with the information outlined in Section 3(h)(5) and (6) when
seeking approval, cost recovery or acknowledgement of the selected resource(s). In
addition, the Company will consider themulti-state cost allocation process in
evaluating all bids.

The Utah Energy Resource Procurement Act requires consideration of at least the
following factors in determining whether a resource selected by the Company should be
approved as in the public interest:

* whether it will most likely result in the acquisition, production, and delivery of
electricity at the lowest reasonable cost to the retail customers of an affected
electrical utility located in this state;

* Jong-term and short-term impacts;

» risk;

= reliability;

* financial impacts on the affected electrical utility; and

= other factors determined by the Commission to be relevant.
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SECTION 7. AWARDING OF CONTRACTS
A. INVITATION

This RFP is merely an invitation to make proposals to the Company. No proposal in and
of itself shall constitute a binding contract. The Company may, in its sole and absolute
discretion, perform any one or more of the following:

* Determine, in consultation with the IEs, which proposals are eligible for
consideration as proposals in response to this RFP.

» J[ssue additional subsequent solicitations for information and conduct
investigations with respect to the qualifications of each Bidder.

* Disqualify proposals contemplating resources that do not meet the definition
of Base Load, Intermediate Load or Summer Peak resources in this RFP.

»  Supplement, amend, or otherwise modify this RFP, or cancel this RFP with or
without the substitution of another RFP.

* Negotiate and request Bidders to amend any proposals.

» Select and enter into agreements with the Bidders who, in the Company’s sole
judgment, are most responsive to the RFP and whose proposals best satisfy
the interest of the Company, its customers, and state legal and regulatory
requirements, and not necessarily on the basis of any single factor alone.

* [ssue additional subsequent solicitations for proposals.
= Reject any or all proposals in whole or in part.
» Vary any timetable.

* Conduct any briefing session or further RFP process on any terms and
conditions.

»  Withdraw any invitation to submit a response.

B. POST-BID NEGOTIATION

The Company will further negotiate all terms and conditions during post-bid negotiations.
The Company will continually update its economic and risk evaluation until a definitive
agreement acceptable to the Company in its sole and absolute discretion is executed by
both parties. The Company will allow Bidders to negotiate final contract terms that are
different from the Pro Forma Agreements however changes to the Pro Forma Agreements
will not be viewed favorably by the Company.

C. CONFIDENTIALITY AGREEMENT

All parties will be required to sign Confidentiality Agreements if they qualify for the
Final Shortlist (Attachment 11) prior to entering into negotiations with the Company.
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D. NON-RELIANCE LETTER

All parties will be required to sign a non-reliance letter if they qualify for the Final
Shortlist (Attachment 12) prior to entering into negotiations with the Company.
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additional $5 million of insurance proceeds plus associated liabilities frqm
PacifiCorp. This adjustment includés $1,069,257 of unspent insurance proceeds as
a reduction to Idaho-allocated rate base.

Customér Advances for Construction (page 8.6) — This adjustment is required
to properly assign customer advances for construction that were allocated S);stem-
wide in the unadjusted data. This adjustment reduces Idaho rate base by $499,058.
Centralia Transmission Line Sale (page 8.7) — In December 2006, the
Company completed the sale of the Centralia transmission line to TransAlta
Centralia Generation LLC. This adjustment removes the net investment-and
depreciation expense originally included in results. |

Major Plant Additions (page 8.8) — This adjustment places into rate base one-
half of major plant additions (defined as projects $2 million or greater) added
during calendar year 2006 (added as a type II adjustment) and calendar year 2007
(added as type III adju;tment). Current Creek Phase II, Leaning Juniper, and the
Huntington Unit II scrubber make up the majority of the additions added in 2006.
For 2007 major projects include the Lake Side generation facility, Marengo and
Goodnoe Hills wind projects, and the Blundell bottoming cycle investment, along
with significant transmission investments. A complete list of these projects is
included on pages 8.8.2 - 8.8.5. Each generation resource investment was
weighted by the in-service date to align the rate base investment with its inclusion
in the calculation of net power costs. The accumulated depreciation reserve was
also adjusted to match the depreciatidn expense and retirements calculated as

described earlier. Exhibit No. 13 is a summary of the revenue requirement related

McDougal, Di - 31
Rocky Mountain Power
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Rocky Mountain Power

idaho General Raje Case

Major Plant Addition Detail - Jan2007 to Dec2007

Jan07 to Dec07 Plant

Project Description Account Factor In-Service Date Addltions
Steamn Production

303 Secondary SH Replacements 314 SG  Jun-07 2,158,370
U3 Replace Coal Pipe 314 SG May-07 2,187,403
303 FGD Tower Linings 314 SG Jun-07 2,569,426
303 Turbine HP Nozzle Box 314 SG Jun07 2,589.404
303 Bottom Ash Repairs 314 SG Jun-07 2,593,624
U2 - Turbine - Generator Major 314 SG Dec-07 3,270,276
303 Turbine L-0 Bucket Replacements 314 SG Jun07 3,347,319
U3 Reheater Replacement 314 SG Aug07 4,015,512
303 Reheater Replacements 314 SG Jun-07 5,021,737
JB U3 NOX 314 SG Dec-07 5,777,792
HTR U3 NOX 314 SG Dec07 8,524,625
303 Main Controls System Upgrade 314 SG Nov07 9,118,064
Blundell Bottoming Cycle 314 SG 01-Nov-07 27,700,643
Steam Production Tota} 78,874,195
Hydro Production

Irongate Tunnel 332 SG-P Oct-07 2,545,231
North UmpQqua Implementation 332 SG-P Jun-07 2,925,430
Copco 2 Electrical Overhaul 332 SG-P Dec-07 6,839,344
Hydro Production Total 12,310,005
Other Production

Goodnoe Hills 344 SG  15-Nov-07 %giﬁg;b
Marengo Wind Project 344 SG 01-Aug-07 BFT;
Lake Side Capital Build 344 SG 30-Jun-07 330,841,583
Other Production Total 785,855,340
Transmission

McClelland Emigration Tap 1.4Mi OH Line 355 SG DecO7 2,122,182
Emery Moore 69kV Add 355 SG Jul-07 2,418,912
Transmission Relay Repi Zone 3 Sstting 355 SG Dec{7 2,546,723
Oakley-Kamas line 355 SG Dec-07 3,469,191
Shute Creek T o Mona System Upgrade Study 355 SG ODec07 3,945,882
Craven Crk Provide 230kV Svc to Enterprise Prod-Pioneer 355 SG  Julk07 5,108,986
Copco transformer 260 MVA 355 SG Sep07 7,695,049
Marengo Wind Project 355 SG Apr07 7,866,514
Line 1 Conversion Project, Convert Line 1 to 115 kV 355 SG Dec-07 8,703,240
Upper Green River Valley project 355 SG Nov-07 9,013,738
Summiit Vineyard (Lake Side) Tms Interconnect 355 SG May-07 9,861,575
Cache Valley Add. Bridgeriand Sw St Ph 1 355 SG Jul-07 15,505,664
Chappel Creek - provide 230kV service to Jonah Field 355 SG Dec-07 16,102,548
Camp Williams-Mona 345kV #4 Line Project 355 SG  Jun07 24,253,547
Summit Vineyard Lake Side Transmission 355 SG Sep{7 44,549,831
Transmission Total 163,163,582
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PACIFICORP ALL SOURCE RFP
POWER PURCHASE AGREEMENT

dated as of | 1, 2012,

BETWEEN

[Bidder ],
as Seller,

AND

PACIFICORP,
as Buyer

[ Facility]
[, [State]]
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THIS WORKING DRAFT DOES NOT CONSTITUTE A BINDING OFFER, SHALL NOT FORM THE BASIS FOR
AN AGREEMENT BY ESTOPPEL OR OTHERWISE, AND IS CONDITIONED UPON SELECTION OF THE
BIDDER, EXECUTION, AND EACH PARTY’S RECEIPT OF ALL REQUIRED MANAGEMENT AND BOARD
APPROVALS IN THEIR SOLE AND ABSOLUTE DISCRETION (INCLUDING FINAL CREDIT AND LEGAL
APPROVALS). ANY ACTIONS TAKEN BY A PARTY IN RELIANCE ON THE TERMS SET FORTH IN THIS
WORKING DRAFT OR ON STATEMENTS MADE DURING NEGOTIATIONS RELATING TO THIS WORKING
DRAFT SHALL BE AT THAT PARTY’S OWN RISK. UNTIL THIS WORKING DRAFT IS NEGOTIATED,
APPROVED BY ALL APPROPRIATE PARTIES AND EXECUTED BY EACH PARTY’S AUTHORIZED
SIGNATORY, NO PARTY SHALL HAVE ANY LEGAL OBLIGATIONS, EXPRESSED OR IMPLIED, OR ARISING
IN ANY OTHER MANNER UNDER THIS WORKING DRAFT OR IN THE COURSE OF NEGOTIATIONS. ANY
ASSERTION TO THE CONTRARY IN ANY PROCEEDING OR ACTION REGARDING THIS WORKING DRAFT
SHALL RENDER THIS WORKING DRAFT NULL AND VOID IN ITS ENTIRETY. DURING DISCUSSIONS AND
NEGOTIATIONS ANY PARTY MAY CHANGE ITS POSITION ON ANY MATTER, WHETHER OR NOT SET
FORTH IN OR BASED UPON THIS WORKING DRAFT, ANY OTHER DOCUMENT OR ANY COURSE OF
DEALING, AT ANY TIME OR FOR ANY REASON.

POWER PURCHASE AGREEMENT

THIS POWER PURCHASE AGREEMENT dated as of | ], 2012 (this
“Agreement”), is made and entered into between | |, a [describe entity] (“Seller”),
and PacifiCorp, an Oregon corporation, acting in its merchant function capacity (“Buyer”).
Seller and Buyer are referred to collectively as the “Parties” and individually as a “Party.”

RECITALS

A. Seller intends to develop, construct, own, operate and maintain [Insert Resource]
[consisting of [_?_] insert further description] for the generation of electric energy located in
I | County, [State], whose initial Facility Capacity shall be [___ ] MW (as more fully
described in Exhibit A, the “Facility”).

B. Seller responded to a Request for Proposals — PacifiCorp 2016 RFP. Buyer’s
objective in issuing the RFP was to fulfill, through a competitive bid process, a portion of its
supply-side resource need as contemplated in Buyer’s Integrated Resource Plan.

C. Buyer’s selection of Seller was based upon a competitive bid and was, in part,
based upon Seller’s representations and warranties, Seller’s schedule achieving the Guaranteed
Commercial Operation Date (initially capitalized terms not defined in these Recitals are defined
in Section 1 below), and the guaranteed performance of the Facility, all as set forth herein. Such
matters were a material inducement for the selection of Seller, and Seller’s failure to perform in
accordance with the terms and conditions or Seller’s failure to meet its representations and
warranties and schedules for delivery of Net Energy shall cause material damage to Buyer.

D. Seller will make available and sell to Buyer, and Buyer will receive and purchase
from Seller, Contract Capacity and Net Energy associated with such Contract Capacity pursuant
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to the terms and conditions of this Agreement. Seller understands that Buyer will include such
Contract Capacity in Buyer’s resource planning.

AGREEMENT
NOW, THEREFORE, in consideration of the foregoing and the mutual covenants and
agreements set forth below, the Parties agree as follows:

SECTION 1
DEFINITIONS; RULES OF INTERPRETATION

1.1 Defined Terms. Unless otherwise required by the context in which any term
appears, defined terms used in this Agreement (as indicated by initial capitalization, except as
otherwise provided in this Section 1.1) shall have the following meanings:

“AAA” is defined in Section 15.2.

“Affiliate” means, with respect to any entity, each entity that directly or indirectly,
controls or is controlled by or is under common control with such designated entity. For
purposes of this definition, “control” (including, with correlative meanings, the terms “controlled
by” and “under common control with™), as used with respect to any entity, shall mean the
possession, directly or indirectly, of the power to direct or cause the direction of the management
and policies of such entity, whether through the ownership of voting securities or by contract or
otherwise. Notwithstanding the foregoing, with respect to Buyer, Affiliate shall only include
MidAmerican Energy Holdings Company and its direct, wholly owned subsidiaries.

“Alternate Representative” is defined in Section 6.4.2.

“Ambient Facility Capacity” means the Contract Capacity determined from the
correction algorithms set forth in Exhibit M, based upon the Facility Capacity and the ambient
conditions in effect in each hour.

“Ancillary Services” means those services and energy from time to time now or
hereafter available that are necessary to support the Contract Capacity and transmission of
energy from resources to loads while maintaining reliable operation of the System in accordance
with Prudent Electrical Practices. Such services and energy include regulation reserve, spinning
reserve, non-spinning reserve, voltage support, black start Capacity, and reactive power.
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“As-built Supplement” shall be a supplement to Exhibit A that describes the Facility as
actually built and shall include an American Land Title Association survey of the Premises and
all such information as may reasonably be requested by Buyer.

“Authorized Representative” is defined in Section 6.4.2
“Availability Notice” is defined in Section 6.5.1.1.

“Baseload Capacity” means the Capacity of the Facility achieved when operating at the
Reference Conditions with all items of Major Equipment operating at full load, but without duct
firing.

“Business Day” means any day on which banks in Portland, Oregon are not authorized or
required by Requirements of Law to be closed, beginning at 6:00 a.m. and ending at 5:00 p.m.
local time in Oregon.

“Btu’s” means British Thermal Units.
“Buyer” is defined in the Preamble.
“CAF,” is defined in Section 5.1.2.
“CAF,,” is defined in Section 5.1.2.

“Capacity” means the output potential a machine or system can produce under specified
conditions as generally expressed in kW or MW.

“Capacity Payment” means the Monthly Capacity Payments and the Minimum Monthly
Capacity Payments payable in accordance with Section 5.1.

“Capacity Payment Rate” means, as of the Commercial Operation Date,
$[?]/kW/month.

“Capacity Payment Shortfall” is defined in Section 5.1.4.

M"Rwhts” ineans any current or futule deﬁned characteristic, certificate, tag,
, ’clludmg any. accountlng construct
counted towar ny 'current or future resource adequacy orfreserve requ1rements a35001ated
with the Capac1t  of the Facﬂlty or theFacﬂlty S capablllty and ablhty to produce energy; . but
eAcludmg any of the furegomg attub acle to any expansion of the Facﬂuy occurring after the
Commercial Operauon Date, unless the output associated ther ew1th is purchased by Buye1

credlt ancll ar

“Carry-Over Letter of Credit” is defined in Section 5.1.4.

“Cash Escrow” means an escrow account established by Buyer in a commercial bank or
trust company organized under the laws of the United States of America or a political
subdivision thereof, whose long-term senior unsecured debt is rated at least “A” by S&P and
“A2” by Moody’s, and with assets (net of reserves) of at least $10,000,000,000. Cash deposited
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to the escrow account shall earn interest at the rate applicable to money market deposits at the
banking institution from time to time, and the interest shall be retained in the escrow account as
additional security for Seller’s performance under this Agreement.

“CC” is defined in Section 5.1.2.
“Collateral” is defined in Section 7.5

“Combustion Turbine” or “CT” means any one of the combustion turbines comprising
the Facility.

“Commercial Operation Date” means the date on which the Facility is fully
operational, reliable and each condition set forth in Section 2.2.6 has occurred and is and remains
continuously satisfied as of the date and moment on which Seller gives Buyer notice that
Commercial Operation has occurred.

“Contract Capacity” means [ ] MW of Capacity from the Facility, comprised of [?]
MW of Baseload Capacity and [?] MW of Peakload Capacity[if applicable].

“Contract Year” means a twelve (12) month period commencing at 00:00 hours on
January 1 and ending on 24:00 hours on December 3 1; provided, however, that the first Contract
Year shall commence on the Commercial Operation Date and end on the next succeeding
December 31, and the last Contract Year shall end on the last Day of the Term.

“CPR?” is defined in Section 5.1.2.
“CPS” is defined in Section 5.1.2.
“Credit Matrix” means the credit matrix attached hereto as Exhibit S.

“Credit Rating” means, as of any date, the lower the lower of: (x) the most recently
published senior, unsecured long-term debt rating (or corporate rating if a debt rating is not
available) from S&P or (y) the most recently published senior, unsecured debt rating (or
corporate rating if a debt rating is not available) from Moody’s. If option (x) and (y) are not
available, the Credit Rating will be determined by the Company through an internal process
review and utilizing a proprietary credit scoring model developed in conjunction with a third

party.

“Credit Support” means, prior to the Commercial Operation Date, the amounts, if any,
and subject to Section 7.1, shown on the Credit Matrix.

“Credit Support Security” means a guaranty, Letter of Credit or Cash Escrow provided
pursuant to Section 7.1.

“CT Start” means the process of rotating any of the Facility’s Combustion Turbine
rotors by means of such Combustion Turbine’s starting motor and subsequently introducing and
igniting Fuel in the Combustion Turbine’s combustor and increasing the rotating speed of the
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unit’s rotor sufficiently that the starting motor can be disengaged, also referred to herein as the
Start-Up of a Combustion Turbine. [If Applicable]

“Daily Delay Damages” for each Day shall be the positive number (and if not a positive
number, zero) equal to the sum for all hours of the Day of the product for each hour of the Day

of (1) the ICE™ SP15 Electricity Price Index for such Day, expressed in $/MWh, mulitiplied by
(2) the applicable hourly scalar set forth in Exhibit D for the applicable hour in the daily (i) firm
on-peak, (ii) firm off-peak or (iii) 24-hour firm (on Sundays and NERC holidays) Dow Jones™
SP15 Electricity Price Index (each such hour, the “Applicable Hour”) during such Day,
multiplied by (3) the loss factor of 1.112, plus (4) the basis of $13/MWh for each Applicable
Hour or portion thereof during such Day, minus (5) one-twenty-fourth of the Capacity Payments
and Energy Payments that would have been made with respect to such Day, if no Capacity
Payments or Energy Payments have been paid with respect to such Day. If the Dow Jones™
SP15 Electricity Price Index ceases to be published during the Term, Buyer shall select as a
replacement electricity price index or component, an index acceptable to Buyer in its discretion
that, after any necessary adjustments, provides the most reasonable substitute quotation of the
daily price of firm on-peak, firm off-peak or 24-hour firm energy at South of Path 15 for the
applicable periods.

“Day” means the 24-hour period beginning at midnight PPT on a day and ending at
midnight PPT on the next succeeding day.

“Delivery Point” means the physical points for Seller’s delivery, and Buyer’s receipt, of
Net Energy at which the Facility is connected with the Transmission Provider’s transmission
system, as specified in the Interconnection Agreement and in Exhibit B. [Note to Bidders: If
energy is to be delivered to a transmission provider other than the Transmission Provider and
wheeled to the Delivery Point, the Delivery Point will be at a point of interconnection with the
Transmission Provider’s transmission system where the resource can be integrated as a
PacifiCorp Network Resource.]

“Dispatch,” “Dispatched,” and “Dispatching” means the scheduling and control by
Buyer of Net Energy, through submittal of schedules pursuant to the Dispatch Procedures and
other provisions of this Agreement.

“Dispatch Procedures” means the procedures under which Buyer is entitled to Dispatch
the Facility, as set forth in Exhibit O.

“Dollar” or “$” means the lawful currency of the United States of America.
“Effective Date” is defined in Section 2.1.

“Electric System Authority” means each of NERC, WECC, an RTO, a regional or sub-
regional reliability council or authority, and any other similar council, corporation, organization
or body of recognized standing with respect to the operations of the electric system in the WECC
region.
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“Electrical Interconnection Facilities” means all the facilities installed by Seller for the
purpose of interconnecting the Facility to the Delivery Point, including electrical transmission
lines, upgrades, transformers and associated equipment, substations, relay and switching
equipment, and safety equipment, as set forth in Exhibit B.

“Electric Metering Equipment” is defined in Section 8.1.

“Energy Payment” means the payment to be made by Buyer to Seller pursuant to
Section 5.3 and as specified in Exhibit F.

“Environmental Contamination” means the introduction or presence of Hazardous
Materials at such levels, quantities or location, or of such form or character, as to constitute a
violation of federal, state or local laws or regulations, or to present a material risk that as a
consequence of the application of federal, state or local laws and regulations that (a) the
Premises will not be available or usable for the purposes contemplated by this Agreement or (b)
the potential resulting liabilities could impair Seller’s ability to meet its obligations hereunder.

“Environmental Law” means any federal, state or local law including statutes,
regulations, rulings, orders, administrative interpretations and other governmental restrictions
and requirements having the force and effect of law relating to (i) the discharge or disposal of
any substance into the air, soil or water, including pollutants, water pollutants or process waste
water, (ii) storage, emissions transportation or disposal of any Regulated Material, (iii) the
environment or hazardous substances, all as amended from time to time, (iv)land use
requirements pertaining to Regulated Materials, including laws requiring environmental impact
studies or other similar evaluations, and (v) environmental issues pertaining to the development,
construction, operation or maintenance of the Facility.

“Event of Default” is defined in Section 10.1.

“EWG” means an “exempt wholesale generator,” as defined under the Public Utility
Holding Company Act of 1935, as amended from time to time.

“Example” means an example set forth in Exhibit G. Each Example is for purposes of
illustration only and is not intended to constitute a representation, warranty or covenant
concerning the matters assumed for purposes of each Example. If there is a conflict between an
Example and the text of this Agreement, the text shall control.

“Excused Outage” is defined in Section 5.1.2.
“Facility” shall have the meaning given to that term in the Recitals.

“Facility Capacity” means the maximum Capacity of the Facility, expressed in MW,
when operated consistent with the manufacturer’s recommended power factor and operating
parameters, as set forth in Exhibit A.

“FERC” means the Federal Energy Regulatory Commission.

“FIN 46> is defined in Section 6.13.
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“Force Majeure” is defined in Section 13.1.
“Forced Outage” means NERC Event Types Ul, U2 and U3, as set forth in Exhibit H.
“Fuel” means natural gas.

“Governmental Authority” means any supranational, federal, state or other political
subdivision thereof, having jurisdiction over Seller, Buyer or this Agreement, including any
municipality, township and county, and any entity exercising executive, legislative, judicial,
regulatory or administrative functions of or pertaining to government, including any corporation
or other entity owned or controlled by any of the foregoing.

“Guaranteed Commercial Operation Date” means /Bidder to insert].
“Guaranteed Heat Rate” has the meaning assigned to such term in Exhibit Q.
“Guaranteed Ramp Rate” is defined in Exhibit Q.

“Guaranteed Start-Up Time” is defined in Exhibit Q.

Funglclyde ,an

“Heat Rate” means the number of Btu’s used to produce one MW of energy measured at
the Delivery Point.

“Interconnection Agreement” means the agreement to be entered into separately
between Seller and Transmission Provider providing for the construction and operation of the
Electrical Interconnection Facilities.

“Lender” means any individual or entity or successor in interest thereof lending money
or extending credit (including any financing lease or credit derivative arrangement) to Seller (i)
for the construction, term or permanent financing or refinancing of the Facility; (ii) for working
capital or other ordinary business requirements for the Facility (including for the maintenance,
repair, replacement or improvement of the Facility); (iii) for any development financing, bridge
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financing, credit support, credit enhancement or interest rate protection in connection with the
Facility; or (iv) for the purchase of the Facility and related rights from Seller. “Lender” includes
a Tax Investor (as defined in the Lender Consent).

“Lender Consent” means a Consent to Collateral Assignment in favor of one or more
Lenders and in substantially the form of Exhibit T. :

f a letter of credit is issued
aU.S. branch;

“Licensed Professional Engineer” means a person acceptable to Buyer in its reasonable
judgment who (i) is licensed to practice engineering in the state in which the Facility is located,
(i) has training and experience in the engineering disciplines relevant to the matters with respect
to which such person is called upon to provide a certification, evaluation or opinion, (iii) has no
economic relationship, association, or nexus with Seller, (iv)is not a representative of a
consulting engineer, contractor, designer or other individual involved in the development of the
Facility, or of a manufacturer or supplier of any equipment installed in the Facility, (v)is
engaged by Seller on terms reasonably acceptable to Buyer, (vi) has its fees paid for by Seller,
and (vii) is licensed in an appropriate engineering discipline for the required certification being
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made. The engagement and payment of a Licensed Professional Engineer solely to provide the
certifications, evaluations and opinions required by this Agreement shall not constitute a
prohibited economic relationship, association or nexus with Seller, so long as such engineer has
no other economic relationship, association or nexus with Seller.

“MAAF” is defined in Section 5.1.2.
“Maintenance OQutage” means NERC Event Type MO, as set forth in Exhibit H.
“Major Equipment” is defined in Exhibit I.

“Major Maintenance Cycle” means, with respect to each item of Major Equipment, the
period of time specified therefor in Exhibit I.

“Mediation Notice” is defined in Section 15.2.1.

““Minimum Monthly Capacity Payment” is defined in Section 5.1.3.
“Monthly Capacity Payment” is defined in Section 5.1.2.
“Moody’s” shall mean Moody’s Investor Services, Inc.

“MW?” means megawatt.
“MWh” means megawatt hour.
“NERC” means the North American Electric Reliability Corporation.

“Net Energy” means, for any period, the energy output of the Facility delivered to Buyer
at the Delivery Point pursuant to Buyer’s Dispatch of the Facility of a quantity in MWh not to
exceed that associated with Contract Capacity, as measured pursuant to Section 8, less station
use and less transformation and transmission losses to the Delivery Point.

“Network Resource” means a generation resource which has been fully integrated into
the System.

“Notifying Party” is defined in Section 8.2.
“Operating Procedures” are set out in Exhibit K.

“PPT” or “Pacific Prevailing Time” means Pacific Standard Time or Pacific Daylight
Time, as applicable on the Day in question.

“Party” is defined in the Preamble.

“Peakload Capacity” means incremental Capacity, in excess of the Baseload Capacity,
which is generated by the Facility utilizing duct firing. [if applicable]
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“Permits” means all permits, licenses, approvals, certificates, entitlements and other
authorizations issued by Governmental Authorities required for the development, construction,
ownership, operation and maintenance of the Facility, and all amendments, modifications,
supplements, general conditions and addenda thereto.

“Person” means any individual, entity, corporation, general or limited partnership,
limited liability company, joint venture, estate, trust, association or other entity or governmental
authority.

“Planned Outage” means NERC Event Type PO, as set forth on Exhibit H.
“Pledge Interest” is defined in Section 7.2.2.

“Potential Event of Default” means an event which, but for the passing of time or the
giving of notice or both, would constitute an Event of Default.

“Premises” means the real property on which the Facility is or will be located, as more
fully described on Exhibit A.

“Prime Rate” means the rate per annum equal to the publicly announced prime rate or
reference rate for commercial loans to large businesses in effect from time to time quoted by
Citibank, N.A. If a Citibank, N.A. prime rate is not available, the applicable Prime Rate shall be
the announced prime rate or reference rate for commercial loans in effect from time to time
quoted by a bank with $10 billion or more in assets in New York City, N.Y., selected by the
Party to whom interest based on the prime rate is being paid.

“Protective Apparatus” means such equipment and apparatus, including protective
relays, circuit breakers and the like, necessary or appropriate to isolate the Facility from the
System consistent with Prudent Electrical Practices.

“Prudent Electrical Practices” means any of the practices, methods and acts engaged in
or approved by a significant portion of the electrical utility industry or any of the practices,
methods or acts for gas fired, combined cycle electric generation facilities, which, in the exercise
of reasonable judgment in the light of the facts known at the time a decision is made, would have
been expected to accomplish the desired result in a cost efficient manner consistent with good
business practices, reliability criteria, safety considerations and expediency. Prudent Electrical
Practices is not intended to be limited to the optimum practice, method or act to the exclusion of
all others, but rather to be a spectrum of possible practices, methods or acts.

“Reference Conditions” means the following conditions: standard ambient air pressure
at the Premises of [?]; ambient temperature, dry bulb, of [?] degrees Fahrenheit; and relative
humidity of [?] percent ([?]%).

“Regulated Materials” means any substance, material, or waste which is now or

hereafter becomes listed, defined, or regulated in any manner by any United States federal, state
or local law and includes any oil, petroleum, petroleum products and polychlorinated biphenyls.

10



Exhibit PAC/208
Kusters/16

“Remaining Capacity” means all the Capacity of the Facility in excess of the Contract
Capacity.

“Replacement Price” means the price at which Buyer, acting in a commercially
reasonable manner, purchases for delivery at the Delivery Point a replacement for any energy
that Seller is required to deliver under this Agreement, plus (i) costs reasonably incurred by
Buyer in purchasing such replacement energy, and (ii) additional transmission charges, if any,
reasonably incurred by Buyer in causing replacement energy to be delivered to the Delivery
Point. If Buyer elects not to make such a purchase, the Replacement Price shall be the market
price at the Delivery Point for such energy not delivered, plus any additional cost or expense
incurred as a result of Seller’s failure to deliver, as determined by Buyer in a commercially
reasonable manner (but not including any penalties, ratcheted demand or similar charges).

“Reporting Month” is defined in Section 6.9.1.

“Requested Net Energy” means, for any period, the Net Energy of the Facility that has
been scheduled by Buyer for delivery in accordance with the Dispatch Procedures and other
terms of this Agreement.

“Required Facility Documents” means all Permits and agreements now or hereafter
necessary for the development, construction, ownership, operation and maintenance of the
Facility including the documents (i) to which Seller and Buyer are a party evidencing the
Security Interests and (ii) those set forth in Exhibit C.

“Requirements of Law” means collectively, as to Seller and [if Seller is not the ultimate
parent, any ultimate parent entity], Seller’s organizational or governing documents and any
federal, state, county or municipal, law, treaty, ordinance, franchise, rule, regulation, order, writ,
judgment, injunction, decree, award or determination of any arbitrator, or a court or other
Governmental Authority, in each case, now or hereafter applicable to or binding upon this
Agreement, the Facility, Seller or [if Seller is not the ultimate parent, any parent entity] to
which any of their respective properties are subject (including those pertaining to electrical,
building, zoning, environmental and occupational health and safety).

“RTO” means any person, other than Transmission Provider, that becomes responsible as
system operator for, or directs the operation of, the System.

“S&P” shall mean Standard & Poor’s Rating Group (a division of McGraw-Hill, Inc.).

“Schedule” or “Scheduled” means the acts of Buyer and Seller pursuant to Section 6.5
setting forth a schedule requesting and accepting the delivery of energy by Seller to Buyer on
and after the Commercial Operation Date.

“Scheduling Constraints” means the limitations of the Facility’s Capacity arising as a
result of the need to observe the physical ramp rates of the Major Equipment and maintain
minimum run times, minimum down times, minimum dispatch levels of Net Energy and
Capacity per CT, and maximum levels of Net Energy and Capacity, to be generated by any item
of Major Equipment, in compliance with the warranty requirements relating to each item of

11
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Major Equipment, the operating and maintenance standards recommended by the Facility’s
equipment suppliers, and Prudent Electrical Practice, as set forth on Exhibit P.

“Scheduling Fees” means fees assessed by any person to schedule the delivery of the
energy.

“Security Interests” is defined in Section 7.2.1.

“Seller” is defined in the Preamble.

for the Facility,

“Simple Cycle” means operation of a Combustion Turbine without capturing the waste
heat from the Combustion Turbine in the associated heat recovery steam generator and,
therefore, without producing additional Net Energy from the steam turbine utilizing steam
produced by such heat recovery steam generator. When one or more CTs are operated in Simple
Cycle mode, the Facility will produce less Capacity and less Net Energy, while consuming Fuel
at a higher heat rate, than when the Facility is operated in combined cycle mode to produce
Baseload Capacity. The ramp rates applicable to each CT, as set forth in Exhibit Q, are faster in
Simple Cycle mode than in combined cycle mode.

“Solvency” or “Solvent” is defined in Section 3.2.12.

“Standard Heat Rate” means the actual Heat Rate of the Facility at varying levels of the
Net Energy and varying ambient conditions.

“Start-Up” means a firing of one or more of the items constituting Major Equipment
when such item or items of Major Equipment is not being operated, including any firing required
to perform a CT Start. The period of a Start-Up of any item of Major Equipment begins at the
commencement of such firing and ends when such item of Major Equipment obtains and
produces on a continuous basis the desired quantity of Net Energy.

“Start-Up Testing” means the tests set in Exhibit E.

“System” means the electric transmission sub-station and distribution facilities owned,
operated or maintained by Transmission Provider, which shall include, after construction and
installation of the Facility, the circuit reinforcements, extensions, and associated terminal facility
reinforcements or additions required to complete the Facility, all as set forth in the
Interconnection Agreement.

“Tariff” means Buyer’s FERC Electric Tariff Fourth Revised Volume No. 11 Pro Forma
Open Access Transmission Tariff, as revised from time to time.

“Term” is defined in Section 2.1.

12
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“Transmission Provider” means [PacifiCorp, an Oregon corporation, acting in its
transmission function capacity.] [Note to Bidders: If the Facility is interconnected to another
system, identify the appropriate Transmission Provider.] Seller acknowledges that Buyer, as
Buyer under this Agreement, has no responsibility for or control over such Transmission
Provider.

“Unexcused Outage” is defined in Section 5.1.2.
“Unplanned Outage” means NERC Event Type U, as set forth on Exhibit H.
“WECC” means the Western Electricity Coordinating Council.

1.2 Rules of Interpretation.

1.2.1 General. Terms used in this Agreement but not specifically defined in
this Section 1 shall have meanings as commonly used in the English language and, where
applicable, in Prudent Electrical Practices. Words not otherwise defined herein that have well
known and generally accepted technical or trade meanings are used in accordance with such
recognized meanings. Unless otherwise required by the context in which any term appears,
(a) the singular shall include the plural and vice versa; (b) references to “Articles,” “Sections,”
“Schedules,” “Annexes,” “Appendices” or “Exhibits” (if any) shall be to articles, sections,
schedules, annexes, appendices or exhibits of this Agreement; (c)all references to a particular
entity or an electricity market price index shall include a reference to such entity’s or index’s
successors and (if applicable) permitted assigns; (d)the words “herein,” “hereof” and
“hereunder” shall refer to this Agreement as a whole and not to any particular section or
subsection hereof; (e) all accounting terms not specifically defined in this Agreement shall be
construed in accordance with generally accepted accounting principles in the United States of
America, consistently applied; (f) references to this Agreement shall be deemed to include a
reference to all appendices, annexes, schedules and exhibits hereto, as the same may be
amended, modified, supplemented or replaced from time to time; (g) the masculine shall include
the feminine and neuter and vice versa; (h) the word “including” shall be construed in its
broadest sense to mean “without limitation” or “but not limited to” and (i) the word “or” is not
necessarily exclusive.

1.2.2  Terms Not to Be Construed for or Against Either Party. Each term of this
Agreement shall be construed simply according to its fair meaning and not strictly for or against
either Party. The Parties have jointly prepared this Agreement, and no term of this Agreement
shall be construed against a Party on the ground that the Party is the author of that provision.

1.2.3 Headings. The headings used for the sections of this Agreement are for
convenience and reference purposes only and shall in no way affect the meaning or interpretation
of the provisions of this Agreement.

1.2.4 Interpretation with FERC Orders. Each Party conducts its operatrons ina
manner intended to comply with FERC Order No. 717, Standards of Conduct for, Transmission
Providers, requiring the separatlon of its. transmission and merchant functions. Moreover the
Partles acknowledge" that each of Transmission Prowder s and Interconnectlon Prov1der 3
transmrssmn function offers transmlssmn SCI‘VICE: on its System in a manner mtended to comply
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purchaser oy
Intercon ct10nProv1der or Transmission Prov1der and is not liable for any | bleachf } agr@ement
or duty by Interconnectlon Provider or Transmlssmn Provider.

SECTION 2

TERM; COMMENCEMENT OF OPERATION
2.1 Term. This Agreement shall become effective when it is signed and delivered by
both Parties (the “Effective Date”) and, unless earlier terminated as provided in this Agreement,
shall remain in effect until the [?] anniversary of the Commercial Operation Date (the “Term”).

2.2 Milestones. Time is of the essence of this Agreement, and Seller’s ability to meet
certain milestones before the Commercial Operation Date and to achieve the Commercial
Operation Date by the Guaranteed Commercial Operation Date is critically important.
Therefore, Seller shall achieve the following milestones unless waived or extended by Buyer in
its sole and absolute discretion: [Note to bidders: portions of this Section 2.2 may not be
applicable to a non-facility dependent contract|

2.2.1 By [date], Seller shall demonstrate to Buyer’s reasonable satisfaction that
Seller has made all arrangements and obtained all means for transporting Fuel in quantities
sufficient to operate the Facility at the Facility Capacity for the Term;

2.2.2 By |date], Seller shall obtain and provide to Buyer copies of all Required
Facility Documents necessary for construction of the Facility;

2.2.3 By [date], Seller shall provide to Buyer evidence acceptable to Buyer that
Seller has obtained construction financing for the Facility (or alternatively permanent financing
subject only to construction of the Facility and Seller’s execution of the lender’s loan
documents);

14
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2.2.4 By |[date], Seller shall provide Buyer with an As-built Supplement
acceptable to Buyer;

2.2.5 By [date], Seller shall begin deliveries of Net Energy for purposes of
initiating Start-Up Testing; and

2.2.6 By the Guaranteed Commercial Operation Date, the Commercial
Operation Date shall have occurred. This shall require that all of the following conditions shall
have been satisfied or waived by Buyer in its sole and absolute discretion:

(1)  Buyer shall have received a certificate addressed to Buyer from a Licensed
Professional Engineer certifying that the Facility is able to generate energy reliably in
amounts required by this Agreement and in accordance with all other terms and
conditions of this Agreement;

(2) Start-Up Testing of the Facility shall have been completed;

(3)  After Buyer has received notice of the completion of Start-Up Testing,
Buyer shall have endorsed a certificate addressed to Buyer from a Licensed Professional
Engineer certifying that the Facility has operated for testing purposes under this
Agreement uninterrupted for a period of ten (10) consecutive days at a rate of at least the
Facility Capacity based upon any sixty (60) minute period for the entire testing period.
Seller must provide five (5) Business Days’ written notice to Buyer before the start of the
Start-Up Testing period. If the operation of the Facility is interrupted during this initial
testing period or any subsequent testing period, the Facility shall start a new consecutive
ten (10) day testing period and Seller shall provide Buyer forty-eight (48) hour written
notice before the start of such testing period;

(4)  Buyer shall have received a certificate addressed to Buyer from a Licensed
Professional Engineer certifying that, in accordance with the Interconnection Agreement,
all required Electrical Interconnection Facilities have been constructed, all required
interconnection tests have been completed, the Facility is physically interconnected and is
fully interconnected, fully integrated, and fully synchronized with the System and the
Facility Capacity is a Network Resource;

(5)  Buyer shall have received a certificate addressed to Buyer from a Licensed
Professional Engineer, and, with respect to legal matters, an opinion from counsel
acceptable to Buyer in the reasonable exercise of its discretion, certifying that Seller has
obtained all Required Facility Documents for the construction and operation of the
Facility and, if requested by Buyer in writing, Seller shall have provided copies of any or
all such requested Required Facility Documents, together with (i) the certificates of
insurance coverage or insurance policies required by Section 12.1, and (ii) copies of all
Required Facility Documents which Seller is responsible to obtain or are required for the
construction and operation of the Facility;

(6)  Buyer shall have issued a written certificate to Seller certifying that Buyer
has received all Facility drawings, plans, specifications, policies, and other documents
required by this Agreement;
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(7)  Buyer shall have received a certificate addressed to Buyer from Seller’s
primary construction contractor certifying that the Facility has been turned over to Seller
for permanent operation and maintenance and that the primary construction contractor
owes no further construction-related obligations to Seller (other than punch list items);
and

(8) Buyer shall have received a certificate addressed to Buyer from an office
of Seller and acceptable to Buyer certifying that no Event of Default by Seller or
Potential Event of Default by Seller exists under this Agreement.

n Date by the Guaranteed Co nm c1a1 Opcratlon Date and any
ed in accordance W1th SGCUOH 10.7. In addition, this Section 2.3
thlt thc'"damages payable to Buycr for ‘matters resultmg from delay in aChlevmg the
)peration Date other thcn the failure to provide energy from thecFamhty

24 Damages Invoicing. By the tenth (10th) day following the end of the calendar
month of the Guaranteed Commercial Operation Date, and continuing on the tenth (10th) day
following the end of any calendar month during which Daily Delay Damages are incurred, Buyer
shall deliver to Seller a proper invoice showing Buyer’s computation of such damages and any
amount due Buyer in respect thereof for the preceding calendar month. No later than ten (10)
days after receiving such an invoice, Seller shall pay to Buyer, by wire transfer of immediately
available funds to an account specified in writing by Buyer or by any other means agreed to by
the Parties in writing from time to time, the amount set forth as due in such invoice.

25 Buyver’s Right to Monitor. During the design, procurement, construction,
installation, start up and testing of the Facility, Seller shall permit Buyer and its advisors and
consultants to:

(a) Review and discuss with Seller and its advisors and consultants monthly
status reports on the progress of the development, design, construction and installation of the
Facility. Between the date on which this Agreement is executed and thirty (30) days following
the Commercial Operation Date, Seller shall, on or before the tenth (1 Oth) day of each calendar
month, provide Buyer with a brief monthly status report for the preceding month.
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(b) Monitor the development, design, engineering, procurement, construction
and installation of the Facility and the performance of the contractors constructing the Facility.
Nothing in this Agreement shall be construed to require PacifiCorp to review, comment on, or
approve of any contract between Seller and a third party.

(c) Review and monitor the progress of Seller’s negotiation and execution of
contracts and the contractors’ performance and achievement of (i) all initial performance tests
and other tests required under the Facility construction contracts that must be performed in order
to achieve the Commercial Operation Date and (ii) all tests contemplated by the warranty
agreements between Seller and manufacturer of the Facility’s CTs and any other Major
Equipment. Buyer reserves the right to require additional performance tests of the Facility’s CTs
in the event that Seller elects not to have such CTs or other Major Equipment covered by
warranty agreements acceptable to Buyer. Seller shall provide Buyer with at least five (5)
Business Days’ prior notice of each such test.

(d) Witness initial performance tests and other tests and review the results
thereof.

(e) Perform such examinations, inspections, and quality surveillance as, in
Buyer’s reasonable judgment, are appropriate and advisable to determine that all Major
Equipment comprising the Facility has been properly commissioned and that the Facility has
achieved the Commercial Operation Date.

The Parties acknowledge and agree that Buyer is under no obligation to perform any of the
monitoring rights under this Section 2.5. Any information or knowledge obtained by Buyer in
the exercise of its rights under this Section 2.5 shall not prevent Buyer from subsequently
asserting that Seller failed to perform its obligations under this Agreement or failed to satisfy any
of its conditions in Section 2, nor shall the exercise by Buyer of such rights be used as evidence
that Seller performed its obligations under this Agreement or satisfied its conditions in Section 2
or that Buyer gave any consent to Seller’s action in meeting its obligations under Section 2.
Buyer’s right to indemnification, payments for damages or other remedy in this Agreement will
not be affected by any investigation conducted with respect to, or any knowledge acquired (or
capable of being acquired) at any time, whether before or after the execution and delivery of this
Agreement or the Commercial Operation Date, including with respect to the accuracy or
inaccuracy of any representation or warranty, or compliance with any covenant or obligation
hereunder. Buyer shall maintain one or more designated representatives for purposes of the
monitoring activities contemplated in this Section 2.5, which representatives shall have authority
to act for Buyer in all technical matters under this Section 2.5. However, Buyer’s
representatives, in their capacity as representatives, shall not have the authority to amend or
modify any provision of this Agreement. Buyer’s initial representatives for purposes of this
Section 2.5 and their contact information are listed in Exhibit N. Buyer may, by written notice
to Seller, change its representatives or the contact information for such representatives.
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SECTION 3

REPRESENTATIONS AND WARRANTIES
3.1 Buyer’s Representations and Warranties. Buyer represents, covenants, and
warrants to Seller that:

3.1.1 Organization. Buyer is duly organized and validly existing under the laws
of the State of Oregon.

3.1.2 Authority. Buyer has the requisite corporate power and authority to enter
into this Agreement and to perform according to the terms of this Agreement.

3.1.3 Corporate Actions. Buyer has taken all corporate actions required to be
taken by it to authorize the execution, delivery and perforrnance of this Agreement and the
consummation of the transactions contemplated hereby.

3.1.4 No Contravention. The execution and delivery of this Agreement does not

_contravene any provision of, or constitute a default under, any indenture, mortgage, or other

material agreement binding on Buyer or any valid order of any court, or any regulatory agency or
other body having authority to which Buyer is subject.

3.1.5 Valid and Enforceable Agreement. This Agreement is a valid and legally
binding obligation of Buyer, enforceable against Buyer in accordance with its terms (except as
the enforceability of this Agreement may be limited by bankruptcy, insolvency, bank moratorium
or similar laws affecting creditors’ rights generally and laws restricting the availability of
equitable remedies and except as the enforceability of this Agreement may be subject to general
principles of equity, whether or not such enforceability is considered in a proceeding at equity or
in law).

3.2 Seller’s Representations and Warranties. Seller represents, covenants, and
warrants to Buyer that:

3.2.1 Organization. Seller is a [insert legal entity] duly [organized] and validly
existing under the laws of | .

3.2.2  Authority. Seller (i) has the requisite power and authority to enter into this
Agreement and to perform, including all required regulatory authority to make wholesale sales
from the Facility; (ii) has the power and authority to own and operate its businesses and
properties, to own or lease the property it occupies and to conduct the business in which it
currently engaged; and is duly qualified as | ] in Utah; and (iii) is in good standing under the
laws of each jurisdiction where its ownership, lease or operation of property or the conduct of its
business requires such qualification.

3.2.3 Actions. Seller has taken all [insert appropriate legal entity] actions
required to authorize the execution, delivery and performance of this Agreement and the
consummation of the transactions contemplated hereby.
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3.2.4 No Contravention. The execution, delivery, performance and observance
by Seller of its obligations under this Agreement do not and will not:

3.2.4.1 contravene, conflict with or violate any provision of any
material Requirements of Law presently in effect having applicability to either Seller or [if Seller
is not the ultimate parent, Seller’s ultimate parent);

3.24.2 require the consent or approval of or material filing or
registration with any Governmental Authority or other person other than such consents and
approvals which are (i) set forth in Exhibit C or (ii) required in connection with the construction
or operation of the Facility and expected to be obtained in due course;

3243 result in a breach of or constitute a default under any
provision of any security issued by [ultimate parent of Seller] or any of its Affiliates or any
material agreement, instrument or undertaking to which either [ultimate parent of Seller] or any
of its Affiliates is a party or by which [ultimate parent of Seller]’s or any of its Affiliates’
property is bound; or

3244 require Seller to be licensed under the Utah Construction
Trades Licensing Act.

3.2.5 Valid and Enforceable Agreement. This Agreement is a valid and legally
binding obligation of Seller, enforceable against Seller in accordance with its terms (except as
the enforceability of this Agreement may be limited by bankruptcy, insolvency, bank moratorium
or similar laws affecting creditors’ rights generally and laws restricting the availability of
equitable remedies and except as the enforceability of this Agreement may be subject to general
principles of equity, whether or not such enforceability is considered in a proceeding at equity or
in law).

3.2.6 Litigation. No litigation, arbitration, investigation or other proceeding is
pending or, to the best of Seller’s knowledge, threatened against either Seller, its parents, or any
Affiliate with respect to this Agreement and the transactions contemplated hereby and thereby.

3.2.7 Accuracy of Information. To the knowledge of Seller, no exhibit,
contract, report or document furnished by Seller to Buyer in connection with this Agreement, or
the negotiation or execution of this Agreement contains any material misstatement of fact or
omits to state a material fact or any fact necessary to make the statements contained therein not
misleading.

3.2.8 Required Facility Documents. All Required Facility Documents are set
forth in Exhibit C attached hereto. To Seller’s knowledge, no unusual or burdensome conditions
are expected by Seller to be placed upon, or created by, any of the Required Facility Documents.
The anticipated use of the Facility complies with all applicable restrictive covenants affecting the
Premises and all Requirements of Law. The representation made in this Section 3.2.8 shall be
deemed to be given throughout the entire Term.

3.2.9 Taxes. Seller has filed or caused to be filed all tax returns which were
required to be filed and has paid all taxes shown to be due and payable on said returns or on any
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assessments made against it or any of its property including the Premises, and all other taxes,
fees or other charges imposed on it or any of its property by any Governmental Authority, and no
tax liens have been filed and no claims are being asserted with respect to any such taxes, fees or
other charges, except where such taxes, fees or other charges are being contested in good faith by
Seller through appropriate proceedings with adequate reserves set aside in the event of an
adverse determination.

3.2.10 Seller’s Intent. Seller intends:

3.2.10.1 To construct and operate the Facility in accordance with
Prudent Electrical Practices, and in accordance with, and subject to the terms of this Agreement;

3.2.10.2 To supply the Contract Capacity and Net Energy of the
Facility throughout the Term of this Agreement in accordance with the provisions of this
Agreement; and

3.2.10.3 [if Seller will be a single purpose vehicle, that its sole
business shall be the ownership and operation of the Facility.)

to any exte," leséened cornpetltron between Seller and any other person or: entrty for the supply
of Capacity ¢ and energy sought by Buyer

person or entlty 1s not engaged in busmess or a transactlon and is not. ‘about to engage in
business or a transaction, for Whlch such _person’ s or entlty S property Would constitute an
unreasonably small capltal The an ount of contlngent 1ab111t1es at any time sha]l be computed
as the amount that are probable and estimable in the light of all the faots and cncumstances
ex1st1n0 at suoh time, and that can reasonably be expected to become an actual or matured
liability.

3.3 Notice. If at any time during the Term, any Party obtains actual knowledge of
any event or information which would have caused any of the representations and warranties
made by it in this Section 3 to have been materially untrue or misleading when made, such Party
shall provide the other Party with notice in accordance with Section 17.12 of the event or
information, the representations and warranties affected, and the action, if any, which such Party
intends to take to make the representations and warranties true and correct. The notice required

20



Exhibit PAC/208
Kusters/26

pursuant to this Section 3 shall be given as soon as practicable after the occurrence of each such
event.

SECTION 4

SALE AND PURCHASE OBLIGATIONS
4.1 Sale and Purchase of Contract Capacity. Capacity Rights. Net Energy and
Ancillary Services.

4.1.1 Subject to the terms and conditions of this Agreement, on and after the
Commercial Operation Date and for the balance of the Term, Seller shall make available to
Buyer from the Facility the Contract Capacity and the Capacity Rights, and all Net Energy and
Ancillary Services associated with such Contract Capacity that is Scheduled by Buyer for
delivery in accordance with the Dispatch Procedures and Section 6.5.2.

4.1.2  Subject to Section 5.1, Buyer shall purchase the Contract Capacity of the
Facility and pay a monthly Capacity Payment to Seller.

4.1.3 Seller shall provide Ancillary Services and Capacity Rights to Buyer
without additional charge or expense.

4.1.4 Buyer shall be under no obligation to purchase any Capacity under this
Agreement other than Contract Capacity. Buyer has or may in the future have certain planning,
operating and reporting requirements with an Electric System Authority, and Seller shall
cooperate with Buyer in connection therewith.

4.1.5 Buyer shall pay the amounts specified in Section 5, and Seller shall then
provide to Buyer without additional charge or expense all Net Energy and Ancillary Services that
have been Scheduled by Buyer.

4.1.6  Seller shall provide to Buyer from the Facility the Contract Capacity, and
associated quantities of Net Energy or Ancillary Services as Scheduled by Buyer in accordance
with this Agreement. Subject to Section 4.3, the Contract Capacity, and the Net Energy and
Ancillary Services associated with such Contract Capacity, shall be made available exclusively
to Buyer and Seller shall be free to sell the Remaining Capacity of the Facility, and the Net
Energy and Ancillary Services associated with such Remaining Capacity, to any third party.
Seller shall have absolute discretion over the operation of the Facility to generate the quantities
of Capacity, Net Energy and Ancillary Services to be delivered to Buyer in compliance with the
provisions of this Agreement. In addition, Seller shall have absolute discretion over the use of
the Remaining Capacity in sales to any third parties.

42 ’ﬁeh’vér{és” Title and Risk of Loss. All Net Energy and Ancillary Services that
have been, at Buyer s option, Scheduled by Buyer shall be delivered by Seller to Buyer at the
Dellvery Point. Seller shall be deemed to be in exclusive control of, and responsible for any
damage or personal "m'ury caused by, Net Energy or Anc111ary Services delivered hereunder up
to the Dellvery Pornt:, and Buyer shall be deemed to be in exclusive control of, and resp0n51b1
for any damages or ‘injury caused by, such Net Energy or Ancillary . Services from the Delivery
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4.3 Dispatching Deliveries from the Contract Capacity versus the Remainine

Capacity.

4.3.1 Seller shall exclusively make available to Buyer the Contract Capacity of
the Facility, and Seller shall deliver to Buyer, and Buyer shall receive, the quantities of Net
Energy and Ancillary Services that were Scheduled by Buyer from such Contract Capacity in
accordance with this Agreement. Subject to Section 4.3.1, Seller retains absolute discretion as to
which items of the Major Equipment of the Facility are operated to generate and deliver (i) the
quantities of Net Energy and Ancillary Services to be delivered to Buyer from the Contract
Capacity and (ii) the quantities of Net Energy and Ancillary Services to be delivered to any third
party purchaser from the Remaining Capacity.

4.3.2 During any Excused Outage or Unexcused Outage of the Facility, as
defined in Section 5.1.2, which causes a partial outage of the Facility, but not a complete
shutdown of the Facility, Buyer’s right to the Contract Capacity shall not be affected by any
reduction in the Facility Capacity, and to the extent there is a reduction of Facility Capacity,
Seller shall make available to Buyer all of such reduced Facility Capacity up to the Contract
Capacity. Subject to the foregoing, Seller shall, at all times, have the right to make available for
sale to any third party purchasing any of the Remaining Capacity no more than the actual
available Capacity of the Facility less the Contract Capacity.

4.3.3 At any time that the Contract Capacity is available, Buyer may elect to
Schedule any of the quantities of Net Energy, and equivalent quantities of Ancillary Services,
specified in the range of dispatchable quantities of Net Energy on Exhibit P.

_ Curtailment Due to Failure to Comply with Interconnectlon Agreement. Buyer

'obhgated to purchase Contract Capac1ty or receive or pay for Net Energy to the
- transmission cultallment 1S requ1red as a result of Seller s non- comphance
'non Agreement or because (a) the 1nterc0nnect10n between the Fa0111ty and

not be 'deemed‘ 0 be an Excused Outage or credlted toward the achlevement of Net Energy; as
the case may be.

45  Sale of Test Energy. During the period between the Effective Date and the
Commercial Operation Date, Seller shall sell and make available to Buyer, and Buyer shall
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purchase and accept, all energy produced by the Facility during such period (the “Test Energy”)
atthe price provided in Section 5.3.

SECTION 5
PAYMENTS; COSTS

5.1 Capacity Payments. Commencing on the last day of the month in which the
Commercial Operation Date occurs, Buyer shall, subject to Section 5.1.4, pay to Seller in arrears
a Capacity Payment equal to the greater of (i) the Monthly Capacity Payment as determined in
Section 5.1.2, or (ii) the Minimum Monthly Capacity Payment as determined in Section 5.1.3.

5.1.1 All Capacity Payments shall be billed on a calendar month basis. In the
event that Commercial Operation Date does not occur at the start of a calendar month, the first
month’s Capacity Payment shall be prorated to reflect the actual number of days of Commercial
Operation in such month.

5.1.2 Monthly Capacity Payment. The “Monthly Capacity Payment” shall be
computed based upon the following formula:

Monthly Capacity Payment = (CC x 1000 x CPR x MAAF) - CPS, where:

CC = the Contract Capacity;

CPR = Capacity Payment Rate;

CPS = Capacity Payment Shortfall, if any from any prior month; and
MAAF = Availability Adjustment Factor for that month, computed as follows:

a. 1f CAF,, = [Bidder to insert %], MAAF = 1

b. If CAF, < [Bidder to insert %], MAAF = 1 - 2 x ([Bidder to insert] -
CAF,)

Provided, however, MAAF cannot be less than zero (0).

CAF, = Average Capacity Availability Factor for a month shall equal the sum
of the hourly Capacity Availability Factors (“CAF,”) determined for
each hour of such month, divided by the total number of hours in such
month; and

CAF, (AD + DD) / AFCE

Provided, however, CAF, cannot be more than one (1).
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where:

“AD” (Actual Deliveries) means, for any hour, the actual quantity of energy
generated by the Facility and delivered by Seller to Buyer at the Delivery Point;

“DD” (Deemed Deliveries) means, for any hour, (i) a quantity of energy equal to the
amount of energy that could have been generated by that portion of the Ambient
Facility Capacity that was set forth in the Availability Notice (a)that was not
dispatched by Buyer in such hour, (b) that was not generated and delivered due to a
Potential Event of Default or an Event of Default by Buyer, or (c)that was not
operated to generate and deliver Net Energy or Ancillary Services to Buyer due to
any failure by Buyer; (ii) any amount of energy that was not available from the
Facility for dispatch and receipt by Buyer, during the relevant hour, due to any outage
or derating that meets the requirements for Scheduled Maintenance established in
Exhibit I; and (iii) any amount of energy that was not available from the Facility for
Dispatch and receipt by Buyer, during the relevant hour, due to any Force Majeure
event. The unavailability of Capacity for any of the reasons set forth in clauses (i)(c),
(i1) or (iii) shall be considered an “Excused Outage.” To the extent that the Capacity
of the Facility, up to the Contract Capacity, is unavailable to Buyer for any reason
other than an Excused Outage shall be considered an “Unexcused Outage.”

“AFCE” (Ambient Facility Capacity Energy) means the quantity of energy that could
be produced from the Ambient Facility Capacity during such hour.

5.1.3 Minimum - Monthly Capacity Payment.  During any month, the
“Minimum Monthly Capacity Payment” shall equal the amount determined by the following
formula:

Minimum Monthly Capacity Payment = CC x 1000 x CPR x [?%], where:

CC = the Contract Capacity;
CPR = (Capacity Payment Rate; and
% = [?].

5.1.4 Carry-Over Provisions. With respect to any month in which the calculated
Monthly Capacity Payment is less than the Minimum Monthly Capacity Payment, the difference
between the two payment amounts shall be set forth in a separate account (the amount in such
account is referred to herein as the “Capacity Payment Shortfall”). The Capacity Payment
Shortfall shall be increased by interest at the Prime Rate divided by 365 on the maximum amount
of the Capacity Payment Shortfall on that day and shall be recovered by Buyer as a credit against
the otherwise applicable Monthly Capacity Payment owed to Seller in any following month and
by drawing on the Carry-Over-Letter of Credit as provided below. That portion of any Capacity
Payment Shortfall which is not recovered in any month shall be carried over to each subsequent
month thereafter until recovered by Buyer in full from Seller. If the Capacity Payment Shortfall
exceeds $[?], then Seller shall provide a Letter of Credit for the benefit of Buyer, in form
reasonably acceptable to Buyer, with a face amount equal to the full amount of the Capacity
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Payment Shortfall amounts (“Carry-Over Letter of Credit”). The amount of such Carry-Over
Letter of Credit shall be adjusted thereafter, at the end of each month, to equal the then-
outstanding Capacity Payment Shortfall. At the end of each Contract Year, Buyer shall be
entitled to draw down against the Carry-Over Letter of Credit for the amount the Capacity
Payment Shortfall that has not been recovered as of that date.

5.2 Energy Payment. Commencing on the last day of the month in which the
Commercial Operation Date occurs, Buyer shall pay to Seller in arrears an Energy Payment as
set forth in Exhibit F for Net Energy. Unless directly specified on Exhibit F, in no event shall
the Energy Payment be increased during the term hereof on account of any action by any
Governmental Authority, including the imposition of a fee, tax or requirement of allowances for
the emission of greenhouse gases.

5.3  Test Energy. For the period between the Effective Date and the Commercial
Operation Date, Seller shall sell and deliver Net Energy to Buyer at the Delivery Point as Test
Energy. Buyer shall pay Seller for Test Energy delivered at the Delivery Point, an amount per
MWh equal to eighty-five percent (Bidder to insert %) of the settled price for the applicable hour
in the daily (i) firm on-peak, (ii) firm-off peak or (iii) 24-hour firm (on Sundays and NERC

holidays) Dow Jones™ SP15 Electricity Price Index; provided, however, that the amount to be
paid by Buyer for such Test Energy shall in no event exceed seventy-five percent (75%) of the

price per MWh specified on Exhibit M for the first Contract Year. If the Dow Jones™ SP15
Electricity Price Index ceases to be published during the Term, Buyer shall select as a
replacement electricity price index or component, an index acceptable to Buyer in its discretion
that, after any necessary adjustments, provides the most reasonable substitute quotation of the
daily price of firm on-peak, firm off-peak or 24-hour firm energy at South of Path 15 for the
applicable periods.

5.4 Costs and Charges. Seller shall be responsible for all costs or charges imposed in
connection with the delivery of Net Energy at the Delivery Point, including transmission costs
and charges. Without limiting the generality of the foregoing, except to the extent otherwise
provided in the Interconnection Agreement, Seller shall bear all costs associated with the
modifications to Transmission Provider’s interconnection facilities or electric system (including
system upgrades) caused by or related to (a)the interconnection of the Facility with
Transmission Provider’s system, (b) any increase in Capacity of the Facility, and (c) any increase
of delivery of energy from the Facility.

5.5  Station Service. Seller shall be responsible for arranging and obtammg, at its sole
I‘lSk expense any station service 1equ1red by the Facility and electrlc energy for any other
activities occurrmg on the Premises or prior to the low side of the substation of the
Interconnection Facilities.

SECTION 6

OPERATION AND CONTROL
6.1 As-Built Supplement. Upon completion of construction of the Facility, Seller
shall provide Buyer the As-built Supplement. The As-built Supplement shall be deemed
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effective and shall be added to Exhibit A of this Agreement when it has been reviewed and
approved by Buyer. Buyer shall not unreasonably withhold, condition or delay its approval of
the As-built Supplement. ‘

6.2 Measurement and Quality of Net Energy. All Net Energy shall be measured at
the Delivery Point and shall meet all requirements in the Interconnection Agreement and the
specifications set forth in Exhibit P. Seller shall instruct the Transmission Provider in writing
that Buyer is entitled to receive, directly from Transmission Provider, any and all data associated
with the Facility or the production of Net Energy that the Transmission Provider has in its
possession.

6.3 Standard of Facility Operation.

6.3.1 General.

6.3.1.1 At Seller’s sole cost and expense, Seller shall operate,
maintain and repair the Facility and the Electrical Interconnection Facilities in accordance with
(i) the standards, criteria and formal guidelines of all Electric System Authorities and any
successors to the functions thereof; (ii)the Required Facility Documents; (iii) the
Interconnection Agreement; (iv) all Requirements of Law; (v)the requirements of this
Agreement; and (vi) Prudent Electrical Practice. During the Term, Seller shall be the sole owner
of the Electrical Interconnection Facilities. Seller shall defend, indemnify and hold Buyer
harmless from and against any requirements to comply with FERC Open Access requirements
respecting the Electrical Interconnection Facilities caused by Seller’s act or omission. Seller
acknowledges that it shall have no claims under this Agreement against Buyer, acting in its
merchant function capacity, with respect to any requirements imposed by or damages caused by
Buyer, acting in its transmission function capacity, in connection with the Interconnection
Agreement or otherwise.

6.3.1.2 Without limiting the generality of Section 6.3.1.1, Seller
shall:

6.3.1.2.1 At all times, employ qualified and trained personnel
for managing, operating and maintaining the Facility and for coordinating such managing,
operating and maintenance with Buyer. Seller shall ensure that prior to or on the first Day Seller
delivers energy to the Delivery Point such qualified and trained personnel are available to Buyer
at all times, twenty-four (24) hours per Day during the Term.

6.3.1.2.2 Operate and maintain the Facility with due regard
for the safety, security and reliability of the System and Buyer’s customers and in compliance
with the general specifications contained in Exhibit I.

6.3.1.2.3 Comply with operating and maintenance standards
recommended by the Facility’s equipment suppliers.

6.3.1.2.4 Coordinate the Facility’s relaying and protection to
conform with Prudent Electrical Practice.
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6.3.1.2.5 Furnish and install, at Seller’s sole expense, a
manually operable disconnecting device that can be locked by Buyer in the open position and
visually checked to be in the open position, so as to be able to electrically isolate the Facility
from the System. This device shall be installed at a location at or near the Delivery Point.

6.3.1.2.6 Have the Facility’s protective relays calibrated and
operationally checked, at least annually by a person qualified to perform such service and
provide Buyer with a written confirmation of the calibration.

6.3.1.2.7 Operate the Facility in such a manner so as not to
have an adverse effect on Buyer’s voltage level or voltage waveform.

6.3.1.2.8 Operate the Facility in a manner and consistent with
the Operating Procedures so as to permit Buyer to dispatch individuals items of Major
Equipment required to generate energy Scheduled by Buyer.

energy to the Delivery Point.

6.3.3 Coordmatlon with Svstem. Pursuant to the Interconnectlon Agreement
Seller shall be responslble for the coordmahon and synchromzat10n Qf the F ac111ty S equ1pment

6. 42 . In the Operatmg Procedures each Party has deswnated an authorized
representatwe (an . thorlzed Representatlve ’) and an altemate representatlve (an “Alternate
Representatlve ""et in the Authorized Representatwe s absence. A Party’s appomtment of
an Authorized Representatlve and Alternate Representatwe shall remain in full force and effect
un‘ul the Party delivers written notice of subst1tut1on to the other Party. | The Authonzed
Representatlves and Alternate Representatlves shall be mana rs well exper1enced with regard to
matters : relatmg to the implementation of the Pam s’ rights and obligations under this

6.4.3 Operational Compliance.

6.4.3.1 Required Facility Documents. Seller shall maintain in full
force and effect and available for inspection by Buyer during the Term all Required Facility
Documents now or hereafter required.
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6.4.3.2 Hazardous Substances. Seller shall operate the Facility in
compliance with all Environmental Laws and permits, licenses, rules or orders promulgated,
issued or otherwise required by a Governmental Authority having jurisdiction or enforcement
power over any Environmental Law and Seller. Seller shall immediately notify Buyer if Seller
or any Affiliate of Seller receives or obtains any actual knowledge of or actual notice of any past,
present or future actions or plans which may interfere with or prevent compliance or continued
compliance with Environmental Laws, affect the construction or operation of the Facility, or may
give rise to any material liability under any Environmental Laws or to any common law or legal
liability or otherwise form the basis of any claim, action, demand, suit, proceeding, hearing,
study or investigation under Environmental Laws.

6.4.4 Taxes. Seller shall pay when due or reimburse Buyer for all existing and
any new sales, use, excise, ad valorem, and any other similar taxes, imposed or levied by any
Governmental Authority on the sale of Net Energy to Buyer under this Agreement regardless of
whether such taxes are payable by Buyer or Seller under Requirements of Law.

6.4.5 Fines and Penalties.

6.4.5.1 Seller shall pay when due, and in no event later than thirty
(30) days of assessment, all fines, penalties, or legal costs incurred by Seller or for which Seller
is legally responsible for noncompliance by Seller, its agents, employees, contractors or
subcontractors, with any provision of this Agreement, any agreement, commitment, obligation or
liability incurred in connection with this Agreement or the Facility or any Requirements of Law,
except where such fines, penalties or legal costs are being contested in good faith by Seller, its
agents or contractors through appropriate proceedings with (i) adequate reserves set aside, or
(i1) if requested by Buyer, the posting of adequate security, in the event of an adverse
determination.

6.4.5.2 Subject to Section 6.4.4, if fines, penalties, or legal costs
are assessed against Buyer by any Governmental Authority due to noncompliance by Seller with
any Requirements of Law, or if the performance of Seller is delayed or stopped by order of any
Governmental Authority due to Seller’s noncompliance with any Requirements of Law, Seller
shall indemnify and hold harmless Buyer against any and all losses, liabilities, damages, and
claims suffered or incurred by Buyer.

6.45.3 Seller shall reimburse Buyer for all fees, damages, or
penalties imposed by any Governmental Authority, other person or to other utilities for violations
to the extent caused by a Potential Event of Default or an Event of Default by Seller or a failure
of performance by Seller under this Agreement.

6.5  Scheduling Procedures. [Note to bidders: portions of this Section 6.5 may not
be applicable to a non-facility dependent contract]

6.5.1 Availability Notices and Unpdates.

6.5.1.1 By 5:00 AM. PPT on the Business Day immediately
preceding the next three (3) Days on which energy is to be delivered by Seller to Buyer, Seller
shall provide Buyer with an hourly forecast of the Capacity of the Facility expected to be
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available to Buyer, up to the Contract Capacity, and for each hour of the next three (3) Days (as
set forth in the form of Exhibit L, an “Availability Notice”); provided, however, that an
Availability Notice provided on a Day before any non-Business Day shall include forecasts for
each Day to and including the next Business Day. Delivery of an Availability Notice by Seller to
Buyer with respect to any item of Major Equipment declared Available shall be deemed a
declaration that all Ancillary Services capable of being provided from such Major Equipment are
available for the Days for which such Availability Notice shall be effective. Seller shall
promptly update Availability Notices any time information becomes available indicating a
change in the forecast of generation of energy from the then current forecast; and in any event
within 15 minutes of each time it becomes aware of a change (favorable or unfavorable) in the
availability, or projected availability, of the Facility or electric transmission capacity, provided
that such changes to the daily Availability Notices may be delivered by telephone within the
fifteen (15) minute initial period and then later confirmed in writing within the hour. To the
extent commercially reasonable, the parties shall cooperate to implement and use automatic
forecast updates.

6.5.1.2 Availability Notices shall specify any known limitations on
the availability of electric transmission capacity made known to Seller that may affect the ability
of the Facility to generate and deliver Scheduled Energy to the Delivery Point. Seller will also
provide Buyer with a monthly Availability Notice six Business Days before the commencement
of each such month, and a weekly Availability Notice on each Friday for the next week.
Availability Notices identifying reductions in availability will include a short description of the
nature of the problem, steps taken or being taken to resolve it and Seller’s estimate of the time by
which a reduction in availability will be resolved. Availability Notices identifying projected
restorations of Capacity availability will specify the time and extent that such restoration is
projected to occur, and Seller will issue a further notice after restoration of availability is
complete. Without limiting the foregoing, Seller will inform Buyer of any major limitations,
restrictions, deratings or outages known to Seller affecting the ability to generate Facility
Capacity for the following Day and will promptly update Seller’s notice to the extent of any
material changes in this information.

6.5.1.3 Availability Notices will be used by and relied
upon by Buyer to establish and adjust electric transmission schedules. If Seller has provided
notice to Buyer of a reduction in availability affecting transmission schedules, then prior to
increasing Facility generation for delivery to Buyer as a result of restored availability, Seller will
provide Buyer timely notice so as to enable Buyer sufficient time to reestablish its transmission
schedules. The failure by Seller to provide revised Availability Notices is not a breach of this
Agreement, but rather places Seller at risk for electric imbalance penalties or charges incurred by
Buyer due to its lack of notice; provided, however, the failure to provide such notices more than
[?] times a Contract Year shall constitute the failure to perform a material obligation hereunder
that is not capable of being cured.

6.5.2 Dispatch Notice.

6.5.2.1 No later than 5:00 P.M. PPT on each Business Day, Buyer
shall deliver to Seller a statement (which may be communicated by fax, e-mail or other
electronic medium or a recorded telephone line) setting forth the estimated quantity of Net
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Energy to be Scheduled during each hour of the immediately following Days at the Delivery
Point. These estimates shall not be binding upon Buyer and Buyer may subsequently revise its
estimates. The foregoing estimates by Buyer shall not be construed to permit Seller to limit the
availability of the Facility such that Buyer is restricted from Dispatching Contract Capacity
unless the Facility Capacity is physically unavailable due to Force Majeure, Planned Outage or
Unplanned Outage, as the case may be. Buyer’s written statement may request the delivery of
energy to be Scheduled during any or all hours of any Day.

6.5.2.2 Each Dispatch Notice submitted by Buyer shall specify (i)
the quantities of Net Energy or Ancillary Services being Scheduled from the Baseload Capacity
component of the Contract Capacity, (i) the quantities, if any, of Net Energy or Ancillary
Services being Scheduled from the Peakload Capacity component of the Contract Capacity, and
(iii) the quantities, if any, of Net Energy or Ancillary Services being Scheduled from the Facility
in Simple Cycle mode. In order to be included on any Dispatch Notice, each quantity of Net
Energy, and each equivalent quantity of Ancillary Services, being Scheduled by Buyer from the
Baseload Capacity component of the Contract Capacity, or from the Peakload Capacity
component of the Contract Capacity, or in Simple Cycle mode, must be shown as a dispatchable
quantity on Exhibit O. Any amount not shown on Exhibit O, but which falls between listed
numbers on Exhibit O and is explicitly within the range of allowed dispatch, shall be
interpolated from the numbers immediately above and below that amount which are listed on
Exhibit O, including applicable heat rates. An example of a hypothetical Dispatch Notice is
attached hereto as Exhibit R.

6.5.2.3 Seller shall be obligated to accept a request for Net Energy
that has been provided to Seller in accordance with the requirements of Sections 6.5.2.1 and
6.5.2.2 except to the extent (i) such request exceeds the Contract Capacity or the Scheduling
Constraints or (ii) Seller declares that the Facility is not available as a result of a previously
declared Planned Outage, a Forced Outage, or an event of Force Majeure. Seller shall promptly
notify Buyer if Seller determines that it will not accept a Schedule submitted by Buyer for any of
the foregoing reasons.

6.5.2.4 Buyer shall pay or reimburse Seller for all Scheduling Fees
charged by any third parties, if any, associated with the Scheduling of Net Energy or Ancillary
Services generated by the Facility for delivery to Buyer hereunder or, if applicable, any fees
charged by an independent third party for providing Ancillary Services required to deliver Net
Energy or Ancillary Services generated by the Facility to Buyer.

6.5.2.5 From time to time during the Term, Buyer may designate a
third party to Schedule quantities of Net Energy on behalf of Buyer in accordance with any
Requirements of Law. Buyer may also wish to change the designated entity acting in such
capacity from time to time. Accordingly, upon request of Buyer, Seller shall make such
arrangements in accordance with the Requirements of Law at Buyer’s cost as may be reasonably
necessary to facilitate the re-designation of the Person who may Schedule quantities of Net
Energy on Buyer’s behalf.

6.5.2.6 As shown in the Scheduling Constraints set forth for the
Facility in Exhibit P, the ramp rates applicable to the various items of Major Equipment
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comprising the Facility are faster for the Facility operating in Simple Cycle mode than in
combined cycle mode. To the extent that Buyer elects to Schedule the delivery of Net Energy,
and any equivalent quantity of Ancillary Services, from the Facility in Simple Cycle mode the
Scheduling Constraints applicable to Simple Cycle mode shall be applicable to such Scheduling
by Buyer. For any Scheduling by Buyer of Net Energy or Ancillary Services from the Baseload
Capacity component or the Peakload Capacity component of the Contract Capacity, the
Scheduling Constraints applicable to combined cycle mode shall be applicable to such
Scheduling by Buyer.

6.5.2.7 Buyer may Dispatch energy and Ancillary Services on a
real time basis, subject to the Operating Procedures. Seller shall be obligated to accept a request
for a change to the applicable schedule for energy and Ancillary Services.

6.6 QOutages.

6.6.1 Planned Outages. No Planned Outage may be scheduled to occur during
any portion of the time period commencing on May 15 and concluding on September 15.

6.6.2 Maintenance Outages. If Seller reasonably determines that it is necessary
to schedule a Maintenance Outage, Seller shall notify Buyer of the proposed Maintenance
Outage at least five (5) days before the outage begins (or such shorter period to which Buyer
may reasonably consent in light of then existing conditions). Upon such notice, the Parties shall
plan the Maintenance Outage to mutually accommodate the reasonable requirements of Seller
and the service obligations of Buyer; provided, however, that, unless Buyer otherwise consents,
such consent not to be unreasonably withheld, no Maintenance Outage may be scheduled
between the hour ending 0700 through the hour ending 2200, Monday through Saturday, during
the time period commencing on May 15 and concluding on September 15. Notice of a proposed
Maintenance Outage shall include the expected start date and time of the outage, the amount of
Capacity of the Facility that will not be available, and the expected completion date and time of
the outage. Seller shall give Buyer notice of the Maintenance Outage as soon as Seller
determines that the Maintenance Outage is necessary. Buyer shall promptly respond to such
notice and may request reasonable modifications in the schedule for the outage. Seller shall use
all reasonable efforts to comply with any request to modify the schedule for a Maintenance
Outage. Seller shall notify Buyer of any subsequent changes in Capacity available to Buyer or
any changes in the Maintenance Outage completion date and time. As soon as practicable, any
notifications given orally shall be confirmed in writing. Seller shall take all reasonable measures
and exercise its best efforts in accordance with Prudent Electrical Practices to minimize the
frequency and duration of Maintenance Outages.

6.6.3 Forced Outages. Seller shall promptly provide to Buyer an oral report of
any Forced Outage of the Facility. This report shall include the amount of the Capacity of the
Facility that will not be available because of the Forced Outage and the expected return date of
such Capacity. Seller shall promptly update the report as necessary to advise Buyer of changed
circumstances. As soon as practicable, if the Forced Outage resulted in more than five percent
(5%) of the Facility Capacity being unavailable, the oral report shall be confirmed in writing.
Seller shall take all reasonable measures and exercise its best efforts in accordance with Prudent
Electrical Practices to avoid Forced Outages and to minimize their duration.
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6.6.4 Notice of Deratings and Outages. Without limiting the foregoing, Seller
will inform Buyer of any major limitations, restrictions, deratings or outages known to Seller
affecting the Facility for the following day and will promptly update Seller’s notice to the extent
of any material changes in this information, with “major” defined as affecting more than five
percent (5%) of the Facility Capacity.

6.7  Schedule Coordination. If, as a result of this Agreement, Buyer is deemed by an
RTO to be financially responsible for Seller’s performance under the Interconnection
Agreement, due to Seller’s lack of a “scheduling coordinator” or other RTO recognized standing
or otherwise, then (a) Seller shall use commercially reasonable and diligent efforts to acquire
such RTO recognized standing such that Buyer is no longer responsible for Seller’s performance
under the Interconnection Agreement, and (b) Seller shall defend, indemnify and hold Buyer
harmless against any liability arising due to Seller’s performance or failure to perform under the
Interconnection Agreement or Electric System Authority requirement.

6.8 Electronic Communications.

6.8.1 Telemetering. Seller shall provide telemetering equipment and facilities
capable of transmitting the following information concerning the Facility pursuant to the
Interconnection Agreement and to Buyer on a real-time basis and will operate such equipment
when requested by Buyer to indicate:

6.8.1.1 instantaneous MW output at the Delivery Point;
6.8.1.2 Net Energy; and
6.8.1.3 Facility Capacity.

Seller shall also transmit to Buyer any other data from the Facility that Seller receives on a real
time basis. Seller shall provide such real time data to Buyer on the same basis as the basis on
which Seller receives the data (e.g., if Seller receives the data in four second intervals, Buyer
shall also receive the data in four second intervals). Buyer shall have the right from time to time
to require Seller to provide additional telemetering equipment and facilities to the extent
necessary and reasonable.

6.8.2 Dedicated Communication Circuit. Seller shall install a dedicated direct
communication circuit (which may be by common carrier telephone) between Buyer and the
control center in the Facility’s control room or such other communication equipment as the
Parties may agree.

6.9 Reports and Records.

6.9.1 Monthly Reports. Within thirty (30) days after the end of each calendar
month during the Term (each, a “Reporting Month”), Seller shall provide to Buyer a report in
electronic format, which report shall include (a) summaries of the Facility’s output data for the
Reporting Month in intervals not to exceed one hour (or such shorter period as is reasonably
possible with commercially available technology), including information from the Facility’s
Computer Monitoring System; (b) summaries of any other significant events related to the
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construction or operation of the Facility for the Reporting Month; and (c) any supporting
-information that Buyer may from time to time reasonably request (including historical data for
the Facility).

6.9.2 Electronic Fault Log. Seller shall maintain an electronic fault log of
operations of the Facility during each hour of the Term beginning as of the Commercial
Operation Date. Seller shall provide Buyer with a copy of the electronic fault log within thirty
(30) days after the end of the calendar month to which the fault log applies.

6.9.3 Other Information to Be Provided to Buyer. Seller shall provide to Buyer
the following information concerning the Facility:

6.9.3.1 Upon the request of Buyer, the manufacturers’ guidelines
and recommendations for maintenance of the Facility equipment;

6.9.3.2 A detailed report summarizing the results of maintenance
performed during each Planned Outage and any Forced Outage, and upon request of Buyer any
of the technical data obtained in connection with such maintenance; and

6.9.3.3 A detailed report describing the facts, circumstances and
events that caused and arose out of, or related to, any Forced Outage, failed Start-Up or other
item of Major Equipment being taken off-line or tripping for any reason other than in connection
with a Planned Outage.

6.9.4 Information to Any Governmental Authority. Seller shall, promptly upon
written request from Buyer, provide Buyer with all data which is collected by Seller related to
the Facility reasonably required for reports to and information requests from any Governmental
Authority. Along with said information, Seller shall provide to Buyer copies of all submittals to
any Governmental Authority directed by Buyer and related to the operation of the Facility with a
certificate that the contents of the submittals are true and accurate to the best of Seller’s
knowledge. Seller shall use best efforts to provide this information to Buyer soon enough so that
Buyer has time to review such information and meet any submission deadlines imposed by the
requesting organization or entity. After the sending or filing any statement, application, and
report or any document with any Governmental Authority relating to operation and maintenance
of the Facility, Seller shall promptly provide to Buyer with a copy of the same.

6.9.5 Information to Any Intervenor. Seller shall, promptly upon written
request from Buyer, provide Buyer with data reasonably required for information requests from
any state or federal agency intervenor or any other party achieving intervenor status in any Buyer
rate proceeding or other proceeding before any Governmental Authority. Seller shall use best
efforts to provide this information to Buyer soon enough so that Buyer has time to review such
information and meet any submission deadlines imposed by the requesting organization or entity.

6.9.6 Environmental Information. - Seller shall promptly upon wrrtten request
from Buyer, prov1de Buver with all data reasonably requested by Buyer relatlng 10
envrronmental information under the Requ1red Fac:lhty Documents. Seller shall disclose to
Bu yer, as soon as it is known to Seller, any i material onlatron of any env1r0nmenta1 laws
or regulatlons: arising out of the construction or operation of the Facility, and the extent thereof

33



Exhibit. PAC/208
Kusters/39

6.9.7 Information Relating to Facility Performance. Seller shall provide Buyer

monthly operational reports in a form and substance acceptable to Buyer and Seller shall,
promptly upon written request from Buyer, provide Buyer with all operational data requested by
Buyer with respect to the performance of the Facility and delivery of energy therefrom.

6.9.8 Audited Financial Statements. Seller shall provide Buyer within ninety
(90) days after the end of each calendar year, its audited financial statements together with the
audited financial statements of any guarantor providing Credit Support, in each case prepared in
accordance with generally accepted accounting principles by an accounting firm of nationally
recognized standing in the electric power industry reasonably acceptable to Buyer.

6.9.9  Notice of Default. Seller shall promptly notify Buyer of receipt of
written notice or actual knowledge of the occurrence of any event of default under any material
agreement to which Seller is a party and of any other development, financial or otherwise, which
would have a material adverse effect on Seller, the Facility or Seller’s ability to develop,
construct, operate, maintain or own the Facility as provided in this Agreement.

6.9.10 Notice of Litigation. Following its receipt of written notice or actual
knowledge of the commencement of any action, suit, and proceeding before any court or
Governmental Authority which would, if adversely determined, adversely affect Seller, the
Premises or the Facility, Seller shall promptly give notice to Buyer of the same.

6.9.11 Additional Information. Seller shall provide to Buyer such other
information respecting the condition or operations of Seller and the Facility as Buyer may, from
time to time, reasonably request.

6.10  Access Rights. Upon reasonable prior notice and subject to the safety rules and
regulations of Seller, Seller shall provide Buyer and its authorized agents, employees and
inspectors with reasonable access to the Facility: (a) for the purpose of reading or testing
metering equipment, (b)as necessary to witness any required Capacity tests necessary to
determine the amount of Capacity associated with the Facility, (c) in connection with the
operation and maintenance of the Electrical Interconnection Facilities for the Facility, (d) to
provide tours of the Facility to customers and other guests of Buyer (not more than twelve (12)
times per year), (e) for purposes of implementing Section 9.5, and (f) for other reasonable
purposes at the reasonable request of Buyer.

6.11 EWG. Seller shall provxde Buyer with copies of Seller’s apphcatlons to FERC for
EWG Statusfand for authorlty to sell energy under this Agreement w1thm ten (10) days of flhng
such appllcatlons Durmg the Term, Seller shall either (i) maintain its EWG status and its
authorlty to sell power under this Agreement or (ii) otherwise cause Seller to be exempt from
federal and state regulatrons as an electric utility.
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6.12  Facility Images. Buyer shall be free to use any and all images from or of the
Facility for promotional purposes. Upon Buyer’s request and at Buyer’s expense, Seller shall
install equipment as Buyer may request, including without limitation video and or web-based
imaging equipment. Buyer shall use its discretion with respect to how images from or of the
Facility are presented by Buyer, including without limitation associating images of the Facility
with Buyer’s corporate logo but not the corporate logo of Seller.

ﬁnanc1al an
the entity in v

SECTION 7

SECURITY AND CREDIT SUPPORT B
7 1 Credrt Support. = At any tlme durmg the Term, Se]ler ma' have to post Cr ed1t
the amounts outhned on the-Credlt Matrr : pon its’

7.2.1 Security Interests. Concurrently with the execution of this Agr cement and
srmultaneously'w :»the acqu151t10n by Se ler after the Effective Date of any real property in
connection with the Facil lity (mc]udln0 land and water or rights thereto), Se ler shal] execute, file
and record such agreements, documents, instruments, deeds of trust and other writings as Buyer
may request all in form and substarice satlsfactory to Buyer, to glve Buyer a perfected securlty
interest in and hen on the Fac llty, the Premises and all other assets necessary or in Buyer’s
opinion des1rab]e for the development construction, ownershlp, operanon or maintenance of the
Facility as security for Seller’s performance and any amounts owed by Se]ler to Buyer pursuant
to thls Agreement (col ectwely the . Securlty Interests ) The Securrty Interests shall be

the Facxhty contemplated by Sectlon 2.2. 3 and approved by Buyer

722 Pledse of Ownershrp Interests. [Note to bidders: Tluv section is
applicable only if . Seller is a special purpose entity.] Concurrently with the execution of thrs
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Sel er’ fallure to perfor m in accordance W1th thls Agreement To the extent that 'Buyer draws on
- Credit Support Seller shall wrthm ﬁve (5) Busmes Days reinstate 1he security to the full
amount required by thls Section 7.

., 7 5 Escrow Account W1t11 respect to any Cash Escrow estabhshed pursuant to this

under Artrcle 9 of the Umform Commerc1al Code and apphcable law w1th respect to the escrow
account nd. all moneys and other amounts in the escrow account. The escrow agreement shall
be in form and substance acceptable to Buyer in its. dlscretlon and shall contam the followm0
languaoe “Escrov& Agent acknowledges that Seller has Granted Buyer a securlty 1nterest in the
amounts held by Escrow Agent in the [descrlbe escrow accounts and all moneys and other
amounts in the account] (collectively, the “Collateral”). Escrow Agent acknowledges that it
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, 7 ’ acknowledges that
1t has no*rlghts mn nd to. the Col]ateral othel than 1ts rxght to recelve payment of its fees and
expenses pursuant to the Escrow Agreement ”

SECTION 8

METERING
8.1  Net Energy. Meter equipment shall be installed, owned, operated, maintained and
tested in accordance with the terms of the Interconnection Agreement and shall automatically
account for line losses between such meter equipment and the Delivery Point (collectively, the
“Electric Metering Equipment™). The Electric Metering Equipment shall be capable of
metering Net Energy delivered at the Delivery Point on a continuous real time basis.

8.1.1 Seller Electric Metering. Seller shall be responsible for the maintenance,
testing and calibration of the Electric Metering Equipment and the maintenance and testing of the
electrical facilities and Protective Apparatus, including any transmission equipment and related
facilities, necessary to interconnect the Facility at the Delivery Point. Such installation shall be
completed, and the delivery of such data shall be commenced, as promptly as possible but in no
event later than one month prior to the commencement of Net Energy deliveries. Seller shall
bear all costs and expenses of installing, maintaining and testing all Electric Metering
Equipment.

8.1.2 Check Meters. Buyer may at its option and expense install and operate
one or more check meters to check Seller’s meters. Such check meters shall be for check
purposes and shall not be used in the measurement of Net Energy or Ancillary Services for the
purposes of this Agreement. The check meters shall be subject at all reasonable times to
inspection and examination by Seller or its designee. The installation and operation thereof
shall, however, be done entirely by Buyer at no cost or expense to Seller. Seller shall grant to
Buyer, at no cost or expense, the right to install such check meters at the Delivery Point and the
right to access such check meters at reasonable times as requested by Buyer if such check meters
are located on the Premises.

8.1.3 Change in Measurement Method. If, at any time during the Term a new
method or technique is developed with respect to electricity measurement, or the determination
of the factors used in electricity measurement, such new method or technique may be substituted
for the method set forth in this Section 8.1 when in the opinion of the Parties, employing such
new method or technique is advisable, and they so agree in writing.

8.1.4 Industry Standards. All Electric Metering Equipment, whether owned by
Seller or by a third party, shall be operated, maintained and tested by or on behalf of Seller in
accordance with Prudent Electrical Practices.

8.1.5 Access. Each Party shall have the right to receive reasonable advance
notice with respect to, and to be present at the time of, any installing, cleaning, changing,
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repairing, inspecting, testing, calibrating or adjusting of Electric Metering Equipment. The
records from such Electric Metering Equipment shall be the property of Seller, but upon
reasonable advance notice, Seller shall make available to Buyer all data, records and charts
relating to the Electric Metering Equipment, together with calculations therefrom, for inspection
and verification.

8.1.6 Installations. Any installations of Electric Metering Equipment required
pursuant to this Agreement shall be scheduled by Seller; provided, however, that no installation
which shall or could affect deliveries of Net Energy shall be made without the prior written
consent of Buyer, which shall not be unreasonably withheld. Any installations of check meters
by Buyer shall be scheduled by Buyer; provided, however that the installation shall not
unreasonably interfere with the operation and maintenance of the Facility by Seller.

8.1.7 Estimates. During the period after the Effective Date and prior to the
installation and commencement of operation of the meters contemplated by this Section 8.1.8,
the Net Energy generated and delivered shall be estimated in good faith by Seller and the Parties
shall prepare and submit invoices on the basis of such estimates. Any such invoice shall be
adjusted retroactively based on the performance of the Facility during the three month period
immediately following the installation of such meters.

8.1.8 Inspection. Seller, at its sole cost and expense, shall inspect and calibrate,
or cause to be inspected and calibrated, all Electric Metering Equipment periodicaliy, but not less
frequently than annually. When any test, in the case of Electric Metering Equipment, shall show
a measurement error of more than one-quarter percent (1/4%), correction shall be made for the
period during which the measurement instruments were in error, first, by using the registration of
Buyer’s check meter, if installed and registering accurately; if no check meter is installed and
registering accurately, or if the period cannot be ascertained, correction shall be made for one-
half (1/2) of the period elapsed since the last date of test; and the measuring instrument shall be
adjusted immediately to measure accurately.

8.2  Records. The Parties shall, for five (5) years or such longer period as may be
required by the applicable Governmental Authority, each keep and maintain accurate and
detailed records relating to the Facility’s hourly deliveries of Net Energy. Such records shall be
made available for inspection by either Party or any Governmental Authority having jurisdiction
with respect thereto during norimal business hours upon reasonable notice. If either Party (the
“Notifying Party”) shall propose to discard any records theretofore required to be retained by
this Section 8.2, it shall give notice to the other Party thereof and the other Party may within
thirty (30) days elect to take possession of such records by notice to the Notifying Party, and in
such case the Notifying Party shall promptly, and in any event, no later than five (5) days
following receipt of such notice, deliver such records to the other Party at its expense. If the
Party receiving a Notice pursuant to this Section 8.2 shall not respond within such thirty
(30) days, the Notifying Party may discard such records without any further obligation
hereunder. Upon written request by Buyer, Seller promptly shall request that the Transmission
Provider provide in writing any and all meter or other data associated with the Facility and Net
Energy directly to Buyer. Notwithstanding any other provision of this Agreement, Buyer shall
have the right to provide such meter data to any RTO or generation tracking service.
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8.3  Adjustment to Loss Factors. If Buyer or Seller has a reasonable basis for
concluding that the Electric Metering Equipment is not accurately measuring losses between the
Electric Metering Equipment and the Delivery Point, it may propose an adjustment to the
Electric Metering Equipment by notice to the other Party. Such an adjustment shall be
prospective only. The notice will include information explaining in reasonable detail why the
loss factor appears to be incorrect. The other Party shall have thirty (30)days in which to
approve or disapprove of the proposed adjustment, which approval may not be unreasonably
withheld, conditioned or delayed. A proposed loss factor adjustment that is not disapproved by
notice to Seller given within the thirty (30) day period shall be deemed approved. The Parties
shall cooperate in causing PacifiCorp Transmission to make an appropriate adjustment to the
Electric Metering Equipment pursuant to the Interconnection Agreement.

SECTION 9

BILLINGS, COMPUTATIONS AND PAYMENTS
9.1 Monthly Invoices. On or before the tenth (10th) day following the end of each
month, Seller shall deliver to Buyer a proper invoice showing Seller’s computation of the Energy
Payment, MAAF and the Capacity Payment for such month. If such invoice is delivered by
Seller to Buyer, Buyer shall send to Seller payment for Seller’s deliveries in respect thereof on or
before the thirtieth (30th) day following the end of each month.

9.2  Offsets. Buyer may offset any payment due under this Agreement against
amounts owing from Seller to Buyer pursuant to this Agreement, any other agreement between
the Parties or otherwise. Buyer’s exercise of recoupment and set off rights shall not limit the
other remedies available to Buyer hereunder, under such other agreements, or otherwise.

9.3  Interest on Late Payments. Any amounts that are not paid when due under this
Agreement shall bear interest at the Prime Rate plus two hundred (200) basis points from the
date due until paid; provided, however, that this interest rate shall at no time exceed the
maximum rate allowed by applicable law.

9.4  Disputed Amounts. If either Party, in good faith, disputes any amount due
pursuant to an invoice rendered or written demand made under this Agreement, such Party shall
notify the other Party of the specific basis for the dispute and, if the invoice shows an amount
due, shall pay that portion of the statement that is undisputed, on or before the due date. Any
such notice shall be provided within two (2) years of the date of the invoice in which the error
first occurred. If any amount disputed by such Party is determined to be due the other Party, or if
the Parties resolve the payment dispute, the amount due shall be paid within five (5) days of such
determination or resolution, along with interest accrued at the rate determined under Section 9.3
from the date due until the date paid.

9. 5 Audlt Rights. Buyer through its authorized representatlves ~shall have the right,
atits sole expense and durlng normal busmess hours, to eexamine and copy the records of Seller
to the extent reasonably necessary to verlfy the accuracy of any statement charge or computatlon
made hereunder or to verify Seller’s performance of its obhgatlons hereunder Upon request,
Seller shall provide to Buyer statements evrdencmg the quantltles of Net Energy delivered at the
Dehvery Point. If any statement is found to be inaccurate, a corrected statement shall be 1ssued
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SECTION 10

DEFAULTS AND REMEDIES
10.1  Defaults. The following events are defaults (each, an “Event of Default”) under
this Agreement:

10.1.1 Events of Default by Either Party.

10.1.1. 1 A Party’s failure to make a payment when due under this
Agreement if the failure is not cured within ten (10) days after the non-defaulting Party gives the
defaulting Party a notice of the default, except as provided in Section 9.4.

10.1.1.2 A Party (a) makes an assignment for the benefit of its
creditors; (b) files a petition or otherwise commences, authorizes or acquiesces in the
commencement of a proceeding or cause of action under any bankruptcy or similar law for the
protection of creditors, or has such a petition filed against it and such petition is not withdrawn or
dismissed within sixty (60) days after such filing; (c) becomes insolvent; or (d) is unable to pay
its debts when due.

10.1.1.3 A Party’s breach of a representation or warranty made by
that Party in this Agreement if the breach is not cured within thirty (30) days after the non-
defaulting Party gives the defaulting Party a notice of the default.

10.1.1.4 A Party otherwise fails to perform any material obligation
imposed upon that Party by this Agreement if the failure is not cured within thirty (30) days after
the non-defaulting Party gives the defaulting Party notice of the default; provided, however, that,
upon written notice from the defaulting Party, this thirty (30) day period shall be extended by an
additional sixty (60) days if (a) the failure cannot reasonably be cured within the thirty (30) day
period despite diligent efforts, (b) the default is capable of being cured within the additional sixty
(60) day period, and (c) the defaulting Party commences the cure within the original thirty (30)
day period and is at all times thereafter diligently and continuously proceeding to cure the
failure.

10.1.2 Events of Default by Seller.

10121 Seller s failure to post or incr ease the Carry -Over Letter of
(10) Busmess Days after the end of each month as may be required under

Section 5.1.4.

10 1”'2”2“ Sel]er s farlure to cause the Fac111ty to achleve (a) an
_p,',;able CAF S of at least [?%] in any three 3) consecutlve quarters in a

average of the ¢
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unavallable to. prov1de ene1 y for nmety (90) consecu‘uve davs or one hundred twenty' 20) non-
consecutwe days in any thlee hund1 ed sixty-five (365) day period commencing on the
Commercial Operation Date and prior to end of the Term

10.2 Termination and Remedies.

10.2.1 Upon the occurrence of, and during the continuation of, an Event of
Default, the non-defaulting Party shall be entitled to all remedies available at law or in equity,
and may terminate this Agreement by notice to the other Party designating the date of
termination and delivered to the defaulting Party no less than ten (10) days before such
termination date; provided, however, that as a precondition to Seller’s exercise of this
termination right, Seller must provide copies of such notice to the notice addresses set forth in
Section 22. Such copies shall be sent by registered overnight delivery service or by certified or
registered mail, return receipt requested and shall state prominently therein in typefont no
smaller than fourteen (14) point all-capital letters that “THIS IS A TERMINATION NOTICE
UNDER A PPA. YOU MUST CURE A DEFAULT, OR THE PPA WILL BE
TERMINATED,” and shall state therein any amount purported to be owed and wiring
instructions. Seller will not have any right to terminate this Agreement if the default that gave
rise to the termination right is cured within the fifteen (15) Business Days of PacifiCorp’s receipt
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of such notice.. Further, during the continuation of an Event of Default by Seller, and until it has
recovered all damages incurred on account of such Event of Default by Seller, without exercising
its termination right, Buyer may offset its damages against any payment due Seller.

10.2.2 In the event of a termination of this A greement:

10.2.2.1 The Parties’ respective obligations under this Agreement
shall terminate (other than those obligations which expressly are to be performed after
termination).

10.2.2.2 Each Party shall pay to the other all amounts due the other
under this Agreement for all periods prior to termination subject to offset by the non-defaulting
Party against damages incurred by such Party.

10.2.2.3 The amounts due pursuant to Section 10.2.2.2 shall be paid
within thirty (30) days of the billing date for such charges plus interest thereon at the Prime Rate
from the date of termination until the date paid. The foregoing does not extend the due date of,
or provide an interest holiday for any payments otherwise due hereunder.

10.2.2.4 Without limiting the generality of the foregoing, the
provisions of Sections 6.4.4, 6.9.4, 6.9.5, 8.2,9.3,9.4, 9.5, 10.7, 10.9, 11 and 14 shall survive the
termination of this Agreement.

10.3  Specific Performance. Buyer shall be entitled to seek and obtain a decree
compelling specific performance or granting injunctive relief with respect to, and shall be
entitled, without the necessity of filing any bond, to enjoin any actual or threatened breach of any
material obligation of Seller under this Agreement. Seller agrees that in view of the nature of the
bid procedure that caused Seller to be selected, and the importance of the Facility and Buyer’s
requirement for Capacity and energy, specific perforimance (including temporary and preliminary
relief) and injunctive and other equitable relief, including access to all records of Seller, are
proper in the event of any actual or threatened breach of any material obligation by Seller under
this Agreement, and that any liability limits contained in this Agreement shall not operate to limit
the exercise of Buyer’s remedies in equity to cause Seller to perform its obligations under this
Agreement. In any action for specific performance or injunctive relief or other equitable relief,
all expenses incurred by the prevailing party in such proceeding, including reasonable counsel
fees, shall be awarded to the prevailing party in such proceeding. Seller agrees that it will not
assert as a defense to Buyer’s action for specific performance of, or injunctive relief or other
equitable relief relating to, Seller’s obligations hereunder that the amounts payable or paid by
Seller in respect of liquidated damages or actual damage constitute an adequate remedy for the
breach of such obligation, and Seller hereby conclusively waives such defense.

10.4  Failure to Meet Availability. If an Event of Default by Seller described in
Section 10.1.2.2 shall occur, Buyer shall have the right to enter the Facility and do all such things
as Buyer may consider necessary or desirable to remedy such situation or to improve the
availability of the Contract Capacity, including making any repairs to the Major Equipment or
the Facility. Seller shall reimburse Buyer for and shall indemnify and hold harmless Buyer from
and against all losses, costs, charges and expenses incurred by Buyer in connection with exercise
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of its rights under this Section 10.4 other than due to the gross negligence or willful misconduct
of Buyer. In connection with the exercise of the rights under this Section 10.4, Buyer shall have
the right to recoup and set off all such losses, costs, charges and expenses against amounts
otherwise owed by Buyer under this Agreement. :

ycontmuance of an' Event

the nght to reéou nd set off all such ]osses costs charges and expehses against ‘amounts
otherwise owed by Buyer under this Agreement

10.6  Termination of Duty to Buy. If this Agreement is terminated because of Seller’s
default, Seller may not require Buyer to purchase energy from the Facility before the date on
which the Term would have ended had this Agreement remained in effect. Seller hereby waives
its rights to require Buyer to do so.

10.7 Net Replacement Power Costs. If this Agreement is terminated because of
Seller’s default, Seller shall pay Buyer the positive difference, if any, obtained by subtracting
(a) the result of (1) the energy, stated in MWh, that Seller was obligated to provide to Buyer
during the remainder of the Term, multiplied by (2) the price per MWh (i) specified in Exhibit F
for the remaining Contract Years subtracted from (ii) the market price of such energy as
determined in good faith by Buyer, from (b) the Replacement Price for any energy that Seller
was obligated to provide during the remainder of the Term. Amounts owed by Seller pursuant to
this Section 10.7 shall be due within five (5) Business Days after Buyer gives Seller notice of the
amount due.

10.8  Credit Support Security. Buyer may apply the Credit Support Security at any
time to reduce amounts due from Seller to Buyer under this Agreement which are not paid when
due.

10.9 - Cumulative Remedies. The rights and remedies provided to Buyer under this
Agreement are cumulative and not exclusive of any rights or remedies which Buyer would
otherwise have.
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SECTION 11

INDEMNIFICATION AND LIABILITY
11.1 Indemnities.

11.1.1 Indemnity by Seller. Seller hereby releases, indemnifies and holds
harmless Buyer, its directors, officers, agents, and representatives against and from any and all
losses, claims, actions or suits, including costs and attorney’s fees, resulting from, or arising out
of or in any way connected with (a) the energy delivered by Seller under this Agreement to and
at the Delivery Point, (b) any facilities on Seller’s side of the Delivery Point, (c) Seller’s
operation or maintenance of the Facility, or (d) arising from Seller's performance under this
Agreement, including any loss, claim, action or suit, for or on account of injury, bodily or
otherwise, to, or death of, persons, or for damage to, or destruction or economic loss of property
belonging to Buyer, Seller or others, excepting only such loss, claim, action or suit as may be
caused solely by the fault or gross negligence of Buyer, its directors, officers, employees, agents
or representatives.

11.1.2 Indemnity by Buver. Buyer hereby releases, indemnifies and holds
harmless Seller, its directors, officers, agents, and representatives against and from any and all
losses, claims, actions or suits, including costs and attorney’s fees, resulting from, or arising out
of or in any way connected with the energy delivered by Seller under this Agreement after the
Delivery Point, including any loss, claim, action or suit, for or on account of injury, bodily or
otherwise, to, or death of, persons, or for damage to, or destruction or economic loss of property,
excepting only such loss, claim, action or suit as may be caused solely by the fault or gross
negligence of Seller, its directors, officers, employees, agents or representatives.

11.2  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 one Party to the other under any provision of this Agreement
shall constitute the dedication of that Party’s system or any portion thereof to the other Party or
to the public, nor affect the status of Buyer as an independent public utility corporation or Seller
as an independent individual or entity.

113 Consequentlal Dam s, Neither Party shall be liable t

spe"’al,' pumt' ' imdlrect exemplary or consequentlal dam es',"w'hether such da ages are
allowed or provided by contract, tort (including negligence), strict liability, statute or
otherwxse

SECTION 12

INSURANCE
12.1 Required Policies and Coverages. Without limiting any liabilities or any other
obligations of Seller under this Agreement, Seller shall secure and continuously carry with an
insurance company or companies rated not lower than “A” by the A.M. Best Company the
insurance coverage specified on Exhibit J during the periods specified on Exhibit J.

44



Exhibit PAC/208
Kusters/50

12.2  Certificates and Certified Copies of Policies. Seller shall provide Buyer with a
certified “true and correct” copy of the insurance policies, provisions and endorsements
contemplated by Exhibit J within ten (10) days after the date by which such policies are required
to be obtained (as set forth in Exhibit J). If any coverage is written on a “claims-made” basis,
the certification accompanying the policy shall conspicuously state that the policy is “claims
made.”

SECTION 13

:pacﬁy or energv and (x) mcreased cost of electrlclty steel 1ab01 or
> an event of Force Majeure

the occurrence of the event of Force Majeure give the other Party le',; en
particulars of the event; and

longer: duratlon than is. requn ed by the F01 ee Maj eure and
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SECTION 14

CONFIDENTIALITY
14.1  Confidential Business Information. The Parties’ proposals and negotiations prior
to the date hereof concerning this Agreement, the terms of this Agreement, and the actual
charges billed to Buyer under this Agreement, constitute the “Confidential Business
Information” of both Parties. Seller and Buyer each agree to hold such Confidential Business
Information wholly confidential.

14.2  Duty to Maintain Confidentiality. Confidential Business Information may only be
used by the Parties for purposes related to the approval, administration or enforcement of this
Agreement and for no other purpose. Each Party agrees not to disclose Confidential Business
Information to any other person (other than its affiliates, counsel, consultants, lenders,
prospective lenders, buyers, prospective buyers, contractors constructing or providing services to
the Facility, employees, officers and directors who agree to be bound by the provisions of this
Section), without the prior written consent of the other Party, provided that either Party may
disclose Confidential Business Information, if such disclosure is required by law, required in
order for Buyer to receive regulatory recovery of expenses related to the Agreement or pursuant
to an order of a court or regulatory agency or in order to enforce this Agreement or to seek
approval of this Agreement. In the event a Party is required by law or by a court or regulatory
agency to disclose Confidential Business Information, such Party shall to the extent possible
notify the other Party at least three (3) Business Days in advance of such disclosure.

14.3  Irreparable Injury: Remedies. Each Party agrees that violation of the terms of this
Section 14 constitutes irreparable harm to the other, and that the harmed Party may seek any and
all remedies available to it at law or in equity, including injunctive relief.

144 News Releases and Publicitv. Before issuing any news release or promotional
material regarding the Facility, Seller shall contact Buyer for language that credits Buyer as
purchasing the Net Energy and shall use such language in such news releases and promotional
material.
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SECTION 15

DISPUTE RESOLUTION

15.1 Negotiations. The Parties shall attempt in good faith to resolve all disputes
arising out of or related to or in connection with this Agreement promptly by negotiation, as
follows. Any Party may give the other Party written notice of any dispute not resolved in the
normal course of business. Executives of both Parties at levels one level above the personnel
who have previously been involved in the dispute shall meet at a mutually acceptable time and
place within ten (10) days after delivery of such notice, and thereafter as often as they reasonably
deem necessary, to exchange relevant information and to attempt to resolve the dispute. If the
matter has not been resolved within thirty (30) days from the referral of the dispute to senior
executives, or if no meeting of such senior executives has taken place within fifteen (15) days
after such referral, either Party may initiate litigation as provided hereinafter if neither Party has
requested that the dispute be mediated in accordance with Section 15.2 below. All negotiations
pursuant to this clause are confidential.

15.2 Mediation. If the dispute is not resolved within thirty (30) days from the referral
of the dispute to senior executives, or if no meeting of senior executives has taken place within
fifteen (15) days after such referral, either Party may request that the matter be submitted to
nonbinding mediation. If the other Party agrees, the mediation will be conducted in accordance
with the Construction Industry Arbitration Rules and Mediation Procedures (Including
Procedures for Large, Complex Construction Disputes) of the American Arbitration Association
(the “AAA”), as amended and effective on July 1, 2003 (the “Mediation Procedures”),
notwithstanding any Dollar amounts or Dollar limitations contained therein.

15.2.1 The Party requesting the mediation, may commence the mediation process
with AAA by notifying AAA and the other Party in writing (“Mediation Notice”) of such
Party’s desire that the dispute be resolved through mediation, including therewith a copy of the
Dispute Notice and the response thereto, if any, and a copy of the other Party’s written
agreement to such mediation.

15.2.2 The mediation shall be conducted through, by and at the office of A AA
located in Salt Lake City, Utah.

15.2.3 The mediation shall be conducted by a single mediator. The Parties may
select any mutually acceptable member from the panel of retired judges at AAA as a mediator.
If the parties cannot agree on a mediator within five (5) days after the date of the Mediation
Notice, then the AAA’s Arbitration Administrator shall send a list and resumes of three (3)
available mediators to the parties, each of whom shall strike one name, and the remaining person
shall be appointed as the mediator. If more than one name remains, either because one or both
parties have failed to respond to the AAA’s Arbitration Administrator within five (5) days of
receiving the list or because one or both parties have failed to strike a name from the list or
because both parties strike the same name, the AAA’s Arbitration Administrator will choose the
mediator from the remaining names. If the designated mediator shall die, become incapable or,
unwilling to, or unable to serve or proceed with the mediation, a substitute mediator shall be
appointed in accordance with the selection procedure described above in this Section 15.2.3, and
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such substitute mediator shall have all such powers as if he or she has been originally appointed
herein.

15.2.4 The mediation shall consist of one or more informal, nonbinding meetings
between the Parties and the mediator, jointly and in separate caucuses, out of which the mediator
will seek to guide the Parties to a resolution of the dispute. The mediation process shall continue
until the resolution of the dispute, or the termination of the mediation process pursuant to Section
15.2.7.

15.2.5 The mediator’s fees and expenses, shall be borne equally by the Parties.
Each Party shall bear its own expenses incurred in connection with such mediation; provided,
however, that if any dispute hereunder is not fully resolved as a result of such mediation, the
prevailing party shall be awarded its reasonable attorney fees in any subsequent dispute
resolution proceedings.

15.2.6 All verbal and written communications between the parties and issued or
prepared in connection with this Section 15.2 shall be deemed prepared and communicated in
furtherance, and in the context, of dispute settlement, and shall be exempt from discovery and
production, and shall not be admissible in evidence (whether as admission or otherwise) in any
other proceedings for the resolution of the dispute.

15.2.7 The initial mediation meeting between the Parties and the mediator shall
be held within twenty (20) days after the Mediation Notice. Either Party may terminate the
mediation process upon the earlier to occur of (A) the failure of the initial mediation meeting to
occur within twenty (20) days after the date of the Mediation Notice, (B) the passage of thirty
(30) days from the date of the Mediation Notice without the dispute having been resolved, or
(C) such time as the mediator makes a finding that there is no possibility of resolution through
mediation. The mediation shall follow and be governed by the laws of the State of New York.

15.2.8 All deadlines specified in this Section 15.2 may be extended by mutual
agreement.

15.3 Choice of Forum. Each Party irrevocably consents and agrees that any legal
action or proceeding arising out of this Agreement or the actions of the Paities leading up to the
Agreement shall be brought exclusively in the United States District Court for the District of
Oregon, Portland Division. By execution and delivery of this Agreement, each Party (a) accepts
the exclusive jurisdiction of such court and waives any objection that it may now or hereafter
have to the exercise of personal jurisdiction by such court over each Party, (b) irrevocably agrees
to be bound by any final judgment (after any and all appeals) of any such court arising out of
such documents or actions, (c) irrevocably waives, to the fullest extent permitted by law, any
objection that it may now or hereafter have to the laying of venue of any suit, action or
proceedings arising out of such documents brought in such court (including any claim that any
such suit, action or proceeding has been brought in an inconvenient forum), (d) agrees that
service of process in any such action may be effected by mailing a copy thereof by registered or
certified mail, postage prepaid, to such Party at its address as set forth in this Agreement, and
(e) agrees that nothing in this Agreement shall affect the right to effect service of process in any
other manner permitted by law.
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15.4  Settlement Discussions. No statements of position or offers of settlement made in
the course of the dispute resolution process described in this Section will be offered into
evidence for any purpose in any litigation or arbitration between the Parties, nor will any such
statements or offers of settlement be used in any manner against either Party in any such
litigation or arbitration. Further, no such statements or offers of settlement shall constitute an
admission or waiver of rights by either Party in connection with any such litigation or arbitration.
At the request of either Party, any such statements and offers of settlement, and all copies
thereof, shall be promptly returned to the Party providing the same.

EOTT,

CANNOT BE WAIVED

15.6  Equitable Remedies. In any action for specific performance or injunctive relief or
other equitable relief, all expenses incurred by the prevailing party in such proceeding, including
reasonable counsel fees, shall be awarded to the prevailing party in such proceeding. Seller
agrees that it will not assert as a defense to Buyer’s action for specific performance of, or
injunctive or other equitable relief relating to, Seller’s obligations hereunder that the amounts
payable or paid by Seller in respect of liquidated damages constitute an adequate remedy for the
breach of such obligation, and Seller hereby conclusively waives such defense. Seller shall at all
times during the Term, own, lease, control, hold in its own name or be signatory to all Required
Facility Documents (as the case may be) relating to the Facility to the extent necessary to prevent
amaterial adverse effect on Buyer’s right to specific performance or injunctive relief.

SECTION 1 6

GUARANTEED PERFORMANCE PARAMETERS
Guaranteed Heat Rate :

achieve the Guaranteed Start-Up Time in accordance w1th the provisions of Exhlblt Q

163 Guaranteed Ramp Rate. Seller shall operate and maintain the Facility so as to
achieve the: Gua1 anteed Ramp Rate in accor dance Wlﬂ’l the provisions of Exhibit Q.
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SECTION 17

MISCELLANEOUS
17.1 Several Obligations. Nothing contained in this Agreement shall be construed to
create an association, trust, partnership or joint venture or to impose a trust, partnership or
fiduciary duty, obligation or liability on or between the Parties. If Seller includes two or more
parties, each such party shall be jointly and severally liable for Seller’s obligations under this
Agreement.

17.2  Choice of Law. This Agreement shall be interpreted and enforced in accordance
with the laws of the state of Oregon, excluding any choice of law rules that may direct the
application of the laws of another jurisdiction.

17.3  Partial Invalidity. The Parties do not intend to violate any Requirements of Law
governing the subject matter of this Agreement. If any of the terms of this Agreement are finally
held or determined to be invalid, illegal or void as being contrary to any Requirements of Law or
public policy, all other terms of the Agreement shall remain in effect. The Parties shall use best
efforts to amend this Agreement to reform or replace any terms determined to be invalid, illegal
or void, such that the amended terims (a) comply with and are enforceable under Requirements of
Law, (b) give effect to the intent of the Parties in entering into this Agreement, and (c) preserve
the balance of the equities contemplated by this Agreement in all material respects.

17.4  Waiver. No waiver of any provision of this Agreement shall be effective unless
the waiver is set forth in a writing that (a) expressly identifies the provision being waived, and
(b) is signed by the Party waiving the provision. A Party’s waiver of one or more failures by the
other Party in the performance of any of the provisions of this Agreement shall not be construed
as a waiver of any other failure or failures, whether of a like kind or different nature.

17.5 Governmental Jurisdiction and Authorizations. This Agreement is subject to the
jurisdiction of those Governmental Authorities having control over either Party or this
Agreement. Buyer’s duty to comply with this Agreement is conditioned on Seller’s submission
to Buyer before the Commercial Operation Date and maintaining thereafter copies of all
Required Facility Documents.

17.6  Restriction on Assignments. Except as expressly provided in Section 17.7,
neither Party shall assign this Agreement or any of its rights or obligations under this Agreement
without the prior written consent of the other Party.

17.7 Permitted Assignments. Buyer may assign its rights, delegate its duties or
otherwise transfer its interests hereunder, in whole or in part to another entity having a long-term
credit rating assigned thereto by a “nationally recognized statistical rating organization” (as that
term is used in Rule 15¢3-1(c)(2)(vi)(F) under the Securities Exchange Act of 1934) that equals
or exceeds Buyer’s long term credit rating as of the date of such assignment.

17.8  Entire Agreement. This Agreement (including all attached Exhibits, which are
incorporated by this reference) supersedes all prior agreements, proposals, representations,
negotiations, discussions or letters, whether oral or in writing, regarding the subject matter of this
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Agreement. No modification of this Agreement shall be effective unless it is in writing and
signed by both Parties.

17.9 Amendments. This Agreement shall not be altered or amended except by an
instrument in writing specifically identifying the provisions to be amended and executed by
authorized representatives of both parties.

17.10 No Third Party Beneficiaries. Notwithstanding anything to the contrary herein,
this Agreement does not confer any rights upon any person other than the parties and their
respective successors and permitted assigns. There are no third party beneficiaries of this
Agreement.

17.11 Agents and Subcontractors. This Agreement may be perforrned by Buyer through
the use of agents and subcontractors (but such use shall not relieve Buyer of any obligation
hereunder).

17.12 Notices. All notices, requests, statements or payments shall be (a) made to the
addresses set forth below, (b) in writing, and (c¢) delivered by letter, facsimile or other
documentary form. Notice by facsimile or hand delivery shall be deemed to have been received
by the close of the Business Day during which the notice is received or hand delivered. Notice
by overnight mail or courier shall be deemed to have been received upon delivery as evidenced
by the delivery receipt.

To Seller:

with a copy to:

To Buyer: PacifiCorp
825 NE Multnomah, Suite 2000
Portland, Oregon 97232-2315
Attn: Sr. Vice President, Commercial & Trading

with copies to: PacifiCorp
825 NE Multnomah, Suite 600
Portland, Oregon 97232-2315
Attn: Director of Contract Administration, Commercial &
Trading

The Parties may change any of the persons to whom such notices are addressed, or their
addresses, by providing written notices thereof in accordance with this Section.
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er

17.14 Counterparts. This Agreement may be executed in two (2) or more counterparts,
each of which is an original and all of which taken together constitute one and the same
instrument.

[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed in
their respective names as of the date first above written.

[SELLER],
as Seller

By:

Name:

Title:

PACIFICORP,
as Buyer

By:

Name:

Title:

[SIGNATURE PAGE TO 2008 ALL SOURCE RFP POWER PURCHASE AGREEMENT]
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EXHIBIT T

FORM OF LENDER CONSENT

This CONSENT AND AGREEMENT (this “Consent™), dated as of ,200  ,is
entered into by and among PacifiCorp, an Oregon corporation, acting in its merchant function
capacity (together with its permitted successors and assigns, “PacifiCorp”™), ,
in its capacity as [Administrative Agent] for the Lenders referred to below (together with its
successors, designees and assigns in such capacity, “Administrative Agent™), and ,
a formed and existing under the laws of the State of (together with its
permitted successors and assigns, “Borrower”). Unless otherwise defined, all capitalized terms
have the meaning given in the Contract (as hereinafter defined).

RECITALS
A. Borrower intends to develop, construct, install, test, own, operate and use an
approximately MW electric generating facility located , known as the

Generation Project (the “Project”).

B. In order to partially finance the development, construction, installation, testing,
operation and use of the Project, Borrower has entered into that certain [Financing Agreement,]
dated as of (as amended, amended and restated, supplemented or otherwise modified

from time to time, the “Financing Agreement”), among Borrower, the financial institutions from
time to time parties thereto (collectively, the “Lenders”), and Administrative Agent for the
Lenders, pursuant to which, among other things, Lenders have extended commitments to make
loans and other financial accommodations to, and for the benefit of, Borrower.

C. Borrower anticipates that, prior to the completion of construction of the Project; it
will seek an additional investor (the “Tax Investor”) to make an investment in Borrower to
provide additional funds to finance the operation and use of the Project. [if applicable]

D. PacifiCorp and Borrower have entered into that certain Power Purchase
Agreement, dated as of (collectively with all documents entered into in
connection therewith that are listed on [Schedule A] attached hereto and incorporated herein by
reference, as all are amended, amended and restated, supplemented or otherwise modified from
time to time in accordance with the terms thereof and hereof, the “Contract”).

E. Pursuant to a security agreement executed by Borrower and Administrative Agent
for the Lenders (as amended, amended and restated, supplemented or otherwise modified from
time to time, the “Security Agreement™), Borrower has agreed, among other things, to assign, as
collateral security for its obligations under the Financing Agreement and related documents
(collectively, the “Financing Documents™), all of its right, title and interest in, to and under the
Contract to Administrative Agent for the benefit of itself, the Lenders and each other entity or
person providing collateral security under the Financing Documents.
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AGREEMENT

NOW THEREFORE, for good and valuable consideration, the receipt and adequacy of
which are hereby acknowledged, and intending to be legally bound, the parties hereto hereby
agree as follows:

SECTION 1. CONSENT TO ASSIGNMENT. PacifiCorp acknowledges the assignment
referred to in Recital E above, consents to an assignment of the Contract pursuant thereto, and
agrees with Administrative Agent as follows:

(A)  Administrative Agent shall be entitled (but not obligated) to exercise all
rights and to cure any defaults of Borrower under the Contract, subject to applicable notice and
cure periods provided in the Contract. Upon receipt of notice from Administrative A gent,
PacifiCorp agrees to accept such exercise and cure by Administrative Agent if timely made by
Administrative Agent under the Contract and this Consent. Upon receipt of Administrative
Agent's written instructions, PacifiCorp agrees to make directly to Administrative Agent all
payments to be made by PacifiCorp to Borrower under the Contract from and after PacifiCorp’s
receipt of such instructions, and Borrower consents to any such action.

(B)  PacifiCorp will not, without the prior written consent of Administrative
Agent (such consent not to be unreasonably withheld), (i) cancel or terminate the Contract, or
consent to or accept any cancellation, termination or suspension thereof by Borrower, except as
provided in the Contract and in accordance with subparagraph 1(C) hereof, (ii) sell, assign or
otherwise dispose (by operation of law or otherwise) of any pait of its interest in the Contract,
except as provided in the Contract, or (iii) amend or modify the Contract in any manner
materially adverse to the interest of the Lenders in the Contract as collateral security under the
Security Agreement. Any purported termination, cancellation or assignment which is not in
compliance with this ‘Section 1(B) shall be void which shall be the sole remedy under this
Consent for such action.

(C)  PacifiCorp agrees to deliver duplicates or copies of all notices of default
delivered by PacifiCorp under or pursuant to the Contract to Administrative Agent in accordance
with the notice provisions of this Consent. PacifiCorp may deliver any such notices concurrently
with delivery of the notice to Borrower under the Contract. Administrative Agent shall have: (a)
the same period of time to cure the breach or default that Borrower is entitled to under the
Contract if such default is the failure to pay amounts to PacifiCorp which are due and payable by
Borrower under the Contract, except that if PacifiCorp does not deliver the default notice to
Administrative Agent concurrently with delivery of the notice to Borrower under the Contract,
then as to Administrative Agent, the applicable cure period under the Contract shall begin on the
date on which the notice is given to Administrative Agent, or (b) ninety (90) days from the date
notice of default or breach is delivered to Administrative Agent to cure such default if such
breach or default cannot be cured by the payment of money to PacifiCorp, so long as
Administrative Agent continues to perform any monetary obligations under the Contract,
Section 11.1.2(c) of the Contract is not being breached, and all other obligations under the
Contract are performed by Borrower or Administrative Agent or its designees or assignees. If
possession of the Project is necessary to cure such breach or default, and Administrative Agent
or its designees or assignees declare Borrower in default and commence foreclosure proceedings,
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Administrative Agent or its designees or assignees will be allowed a reasonable period to
complete such proceedings. PacifiCorp consents to the transfer of Borrower's interest under the
Contract to the Lenders or Administrative Agent or their designees or assignees or any of them
or a purchaser or grantee pursuant to the terms of the Financing Documents upon enforcement of
such security at a foreclosure sale by judicial or nonjudicial foreclosure and sale or by a
conveyance by Borrower in lieu of foreclosure and agrees that upon such foreclosure, sale or
conveyance, PacifiCorp shall recognize the Lenders or Administrative Agent or their designees
or assignees or any of them or other purchaser or grantee as the applicable party under the
Contract (provided that such Lenders or Administrative Agent or their designees or assignees or
purchaser or grantee assume the obligations of Borrower under the Contract, including, without
limitation, satisfaction and compliance with all requirements of Sections 8.1 and 8.2 of the
Contract, and provided further that PacifiCorp’s subordinated lien rights with respect to the
Project are preserved in the event of any transfer of Borrower’s interest under the Contract).

(D)  Notwithstanding subparagraph 1(C) above, in the event that the Contract
is rejected by a trustee or debtor-in-possession in any bankruptcy or insolvency proceeding, or if
the Contract is terminated for any reason other than a default which could have been but was not
cured by Administrative Agent or its designees or assignees as provided in subparagraph 1(C)
above, and if, within forty-five (45) days after such rejection or termination, the Lenders or their
successors or assigns shall so request, to the extent permitted by applicable law, PacifiCorp and
the Lenders or Administrative Agent or their designees or assignees will enter into a new
contract. Such new contract shall be on the same terms and conditions as the original Contract
for the remaining term of the original Contract before giving effect to such termination, and shall
require the Lenders or Administrative Agent or their designees or assignees to cure any payment
defaults then existing under the original Contract.

(E)  In the event Administrative Agent, the Lenders or their designees or
assignees elect to perform Borrower's obligations under the Contract as provided in
subparagraph 1(C) above or enter into a new contract as provided in subparagraph 1(D) above,
the recourse of PacifiCorp against Administrative Agent, Lenders or their designees and
assignees shall be limited to such parties’ interests in the Project, the credit support required
under Section 7 of the Contract, and recourse against the assets of any party or entity that
assumes the Contract or that enters into such new contract.

(F)  In the event Administrative Agent, the Lenders or their designees or
assignees succeed to Borrower's interest under the Contract, Administrative Agent, the Lenders
or their designees or assignees shall cure any then-existing payment and performance defaults
under the Contract, except any performance defaults of Borrower itself which by their nature are
not susceptible of being cured. Administrative Agent, the Lenders and their designees or
assignees shall have the right to assign all or a pro rata interest in the Contract or the new
contract entered into pursuant to subparagraph 1(d) above to a person or entity to whom
Borrower’s interest in the Project is transferred, provided such transferee assumes the obligations
of Borrower under the Contract. Upon such assignment, Administrative Agent and the Lenders
and their designees or assignees (including their agents and employees, but excluding Seller)
shall be released from any further liability thereunder accruing from and after the date of such
assignment, to the extent of the interest assigned.
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SECTION 2. REPRESENTATIONS AND WARRANTIES [PacifiCorp shall have the right to
qualify the factual information contained in this Section to ensure that such representation is a
true statement as of the date of this Consent]

PacifiCorp, acting in its merchant function capacity (and therefore specifically excluding
the knowledge of PacifiCorp, acting in its transmission function capacity (“PacifiCorp
Transmission™), as to any of the matters stated below, and without imputation to PacifiCorp of
any knowledge whatsoever relating to the PacifiCorp Transmission, whether as a result of
information publicly posted to the open access same-time information system or otherwise),
hereby represents and warrants that as of the date of this Consent:

(A) It (i) is a corporation duly formed and validly existing under the laws of
the state of its organization, (ii) is duly qualified, authorized to do business and in good standing
in every jurisdiction necessary to perform its obligations under this Consent, and (iii) has all
requisite corporate power and authority to enter into and to perform its obligations hereunder and
under the Contract, and to carry out the terms hereof and thereof and the transactions
contemplated hereby and thereby;

(B)  the execution, delivery and performance of this Consent and the Contract
have been duly authorized by all necessary corporate action on its part and do not require any
approvals, material filings with, or consents of any entity or person which have not previously
been obtained or made;

(C)  each of this Consent and the Contract is in full force and effect;

(D)  each of this Consent and the Contract has been duly executed and
delivered on its behalf and constitutes its legal, valid and binding obligation, enforceable against
it in accordance with its terms, except as the enforceability thereof may be limited as set forth in
Section 3.1.5 of the Contract;

(E)  there is no litigation, arbitration, investigation or other proceeding pending
for which PacifiCorp has received service of process or, to PacifiCorp’s actual knowledge,
threatened, against PacifiCorp relating solely to this Consent or the Contract and the transactions
contemplated hereby and thereby;

(F the execution, delivery and performance by it of this Consent and the
Contract, and the consummation of the transactions contemplated hereby, will not result in any
violation of, breach of or default under any terim of (i) its formation or governance documents, or
(ii) any material contract or material agreement to which it is a party or by which it or its
property is bound, or of any material Requirements of Law presently in effect having
applicability to it, the violation, breach or default of which could have a material adverse effect
on its ability to perform its obligations under this Consent;

(G)  neither PacifiCorp nor, to PacifiCorp’s actual knowledge, any other party
to the Contract, is in default of any of its obligations thereunder;

(H)  to the best of PacifiCorp’s actual knowledge, (i) no Force Majeure Event
exists under, and as defined in, the Contract and (ii) no event or condition exists which would
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either immediately or with the passage of any applicable grace period or giving of notice, or
both, enable either PacifiCorp or Borrower to terminate or suspend its obligations under the
Contract; and

€)) the Contract and the documents and instruments contemplated therein and
this Consent are the only agreements between Borrower and PacifiCorp with respect to the
Project. [Reference to subordinated lien documents per Section 7.3 of the Contract to be
inserted.]

Each of the representations and warranties set forth herein shall survive the execution and
delivery of this Consent and the consummation of the transactions contemplated hereby.

SECTION 3. NOTICES. All notices required or permitted hereunder shall be in writing and
shall be effective (a) upon receipt if hand delivered, (b) upon telephonic verification of receipt if
sent by facsimile and (c) if otherwise delivered, upon the earlier of receipt or three (3) Business
Days after being sent registered or certified mail, return receipt requested, with proper postage
affixed thereto, or by private courier or delivery service with charges prepaid, and addressed as
specified below:

If to PacifiCorp:

[ ]
[ ]
[ 1
Telephone No.: | ]
Telecopy No.: [ ]
Attn: [ ]
If to Administrative Agent:

[ ]
[ ]
[ ]
Telephone No.: | ]
Telecopy No.: [ ]
Attn: [ ]
If to Borrower:

[ |
[ ]
[ ]
Telephone No.: [ ]
Telecopy No.: [ ]
Attn: | ]
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Any party shall have the right to change its address for notice hereunder to any other location
within the United States by giving thirty (30) days written notice to the other parties in the
manner set forth above. Further, the Tax Investor shall be entitled to receive notices from
PacifiCorp by providing written notice to PacifiCorp of Tax Investor’s address for notices.
PacifiCorp's failure to provide any notice to the Tax Investor shall not be a breach of this
Consent.

SECTION 4. ASSIGNMENT, TERMINATION, AMENDMENT AND GOVERNING LAW.
This Consent shall be binding upon and benefit the successors and assigns of the parties hereto
and the Tax Investor and their respective successors, transferees and assigns (including without
limitation, any entity that refinances all or any portion of the obligations under the Financing
Agreement). PacifiCorp agrees (a) to confirm such continuing obligation in writing upon the
reasonable request of (and at the expense of) Borrower, Administrative Agent, the Lenders or
any of their respective successors, transferees or assigns, and (b) to cause any successor-in-
interest to PacifiCorp with respect to its interest in the Contract to assume, in writing in form and
substance reasonably satisfactory to Administrative Agent, the obligations of PacifiCorp
hereunder. Any purported assignment or transfer of the Contract not in conjunction with the
written instrument of assumption contemplated by the foregoing clause (b) shall be null and
void. No termination, amendment, variation or waiver of any provisions of this Consent shall be
effective unless in writing and signed by the parties hereto. This Consent shall be governed by
the laws of the State of New York (without giving effect to the principles thereof relating to
conflicts of law except Section 5-1401 and 5-1402 of the New York General Obligations Law).

SECTION 5. COUNTERPARTS. This Consent may be executed in one or more duplicate
counterparts, and when executed and delivered by all the parties listed below, shall constitute a
single binding agreement.
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SECTION 6. SEVERABILITY. In case any provision of this Consent, or the obligations of
any of the parties hereto, shall be invalid, illegal or unenforceable, the validity, legality and
enforceability of the remaining provisions, or the obligations of the other parties hereto, shall not
in any way be affected or impaired thereby.

SECTION 7. ACKNOWLEDGMENTS BY BORROWER. Borrower, by its execution hereof,
acknowledges and agrees that notwithstanding any term to the contrary in the Contract,
PacifiCorp may perform as set forth herein and that neither the execution of this Consent, the
performance by PacifiCorp of any of the obligations of PacifiCorp hereunder, the exercise of any
of the rights of PacifiCorp hereunder, or the acceptance by PacifiCorp of performance of the
Contract by any party other than Borrower shall (1) release Borrower from any obligation of
Borrower under the Contract, (2) constitute a consent by PacifiCorp to, or impute knowledge to
PacifiCorp of, any specific terms or conditions of the Financing Agreement, the Security
Agreement or any of the other Financing Documents, or (3) constitute a waiver by PacifiCorp of
any of its rights under the Contract. Borrower and Administrative Agent acknowledge hereby
for the benefit of PacifiCorp that none of the Financing Agreement, the Security Agreement, the
Financing Documents or any other documents executed in connection therewith alter, amend,
modify or impair (or purport to alter, amend, modify or impair) any provisions of the Contract.
Borrower shall have no rights against PacifiCorp on account of this Consent.

IN WITNESS WHEREQF, the parties hereto by their officers thereunto duly authorized,
have duly executed this Consent as of the date first set forth above.

PacifiCorp,
an Oregon corporation

By:
Name:
Title:

a

By:
Name:
Title:

L)

as Administrative Agent for the Lenders

By:
Name:
Title:



