
r 
POWER PURCHASE AGREEMENT 

• BETWEEN 

FREDERICK D. EHLERS 

AND 

PACIFIC POWER & LIGHT COMPANY 

19~ is between Frederick D. Ehlers, 

this ,2o ~ay of ~ 
hereinafter ref=eto as 

THIS AGREEMENT, entered into on 

"Seller," and Pacific Power & Light Company, a Maine corporation, herein-

after referred to as "Pacific." 

RECITALS: 

Seller will own and operate a 750 kilowatt (kW) hydroelectric 

facility for the generation of electric power located on the North Fork 

• of the Sprague River, north of Bly, Oregon. The average annual energy 

production of the facility is estimated to be 6,570,000 kilowatt-hours I 1 ,", r_} 
' ' -

(kWh); and 

Seller wishes to sell, and Pacific wishes to purchase, the 

Net Metered Output from the facility. 

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

ARTICLE I: DEFINITIONS 

As used in this Agreement, the following terms shall have the 

following meanings: 

(A) "Commercial Operation Date" is the date, after start-up 

testing of the Facility is completed, that Pacific receives a written 

• 



• 

• 

• 

statement from a licensed professional engineer certifying that the 

Facility is able to generate electric power reliably; 

(B) "Contract Year" is a calendar year commencing at 12:01 a.m. 

on January 1 and ending at 12:00 p.m. on December 31; 

(C) "Demonstrated Capacity" is the actual demonstrated ability 

of the Facility to generate and deliver electric power, expressed in 

kW, useful to Pacific in meeting its capacity requirements, less Facility 

Use and less transmission and transformation losses, if any, to the Point 

of Delivery. The Demonstrated Capacity shall be determined at the end of 

the first 12 months of deliveries hereunder. For each month thereafter, 

the Demonstrated Capacity shall be determined using the current month and 

the 11 immediately preceding months. The Demonstrated Capacity shall be 

the lesser of: 

(1) kWh of Net Metered Output per 12 months 
8760 x 0.70 

or 

(2) the average rate of delivery (kW) during the highest 

consecutive 24-hour period of kWh deliveries of Net 

Metered Output in such 12-month period. 

(D) "Facility" is the 750 kW hydroelectric facility for the 

generation of electric power, including the diversion structure, penstock, 

powerhouse, turbine, generator, and Seller's Interconnection Equipment. 

(E) "Net Metered Output is all energy and capacity produced by 

the Facility, less Facility use, as determined at the Point of Delivery; 

(F) "Point of Delivery" is the location where Pacific's and 
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Seller's electrical facilities are connected at a mutually agreeable point 

specified by Pacific; 

(G) "Scheduled Maintenance Periods" are those times during which 

the Facility is shut down for routine maintenance with the advance approval 

of Pacific as provided in Article XV(A) hereof; 

(H) "Seller's Interconnection Equipment" is all equipment and 

facilities not owned by Pacific located on Seller's side of the Point of 

Delivery required to be installed solely to interconnect and deliver power 

from Seller's Facility to Pacific's system including, but not limited to, 

connection, transformation, switching, and safety equipment. 

ARTICLE II: TERM 

Subject to the provisions of Article XXIII, this Agreement shall 

become effective when executed by both the parties hereto, and shall end on 

December 31, 2021. 

ARTICLE III: DELIVERY OF POWER 

Commencing on January 1, 1987, and for the term of this Agreement, 

Seller shall make available from the Facility a minimum of 985,000 kWh of 

Net Metered Output during each Contract Year, provided that such minimum 

for the first Contract Year shall be reduced pro rata to reflect the Com-

mercial Operation Date. Subject to Article XVI, Seller shall make avail-

able and Pacific shall purchase all Net Metered Output from the Facility. 

ARTICLE IV: PRICES 

The following prices are established for all deliveries of 
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Net Metered Output hereunder; provided, however, that nothing in this 

subparagraph shall be construed as affecting or limiting the Seller's 

obligation to make deliveries in each Contract Year as established in 

Article III hereof. 

(A) Nonfirm Energy Prices 

For all Net Metered Output delivered prior to the later of 

January 1, 1987, or the Commercial Operation Date, Pacific 

shall pay Seller Pacific's then established price for 

nonfirm energy. 

(B) Capacity Prices 

Commencing upon the later of January 1, 1987, or the 

Commercial Operation Date, Pacific shall pay $8.92 per mo~th 

for each kW of Demonstrated Capacity. Subject to change by 

mutual agreement of the parties hereto based upon the actual 

performance of the Facility, the Demonstrated Capacity for 

the- first 12 months of deliveries hereunder is assumed to 

be 750 kW. If after the first 12 months of deliveries 

hereunder the calculated Demonstrated Capacity is greater or---- -

less than the Demonstrated Capacity assumed for the first 12 

months of deliveries, all previous capacity payments which 

were determined by using such assumed Demonstrated Capacity 

shall be adjusted retroactively to reflect underpayments or 

overpayments, and shall include interest at the average 

monthly prime rate as published by the Morgan Guaranty Trust 
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Company of New York for such period of time • 

• (C) Energy Prices 

Commencing upon the later of January 1, 1987, or the 

Commercial Operation Date, Pacific shall pay for each kWh of 

Net Metered Output the energy prices for the Contract Years 

set forth below: 

Energy Price 
Contract Year Cents/kWh 

1987 7.66 
1988 7.75 
1989 7.84 
1990 7.94 
1991 8.05 
1992 8 .16 
1993 8 .28 -
1994 8.40 
1995 8.53 
1996 8.67 
1997 8.82 

• 1998 8.98 
1999 9 .15 
2000 9.33 
2001 9.51 
2002 9.71 
2003 9.92 
2004 10 .15 
2005 10.39 
2006 10.64 
2007 10.90 
2008 11.19 
2009 11.49 
2010 11 .81 
2011 12.14 
2012 12.50 
2013 12.88 
2014 13.28 
2015 13. 70 
2016 14 .16 
2017 14.63 
2018 15.14 
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Contract Year 

2019 
2020 
2021 

ARTICLE V: PAYMENTS AND COMPUTATIONS 

Energy Price 
Cents/kWh 

15.68 
16.25 
16.85 

(A) Pacific shall provide Seller with computations of Net 

Metered Output on a monthly basis and shall concurrently therewith make 

payments therefor in accordance with the terms and conditions of Article 

IV, at the address specified in Article VI, below. 

(B) Seller shall pay Pacific for Pacific's costs incurred 

hereunder, at the address specified in Article VI, below, __ '1:.'7itJ:iin thir~y-

(30) days of receipt of Pacific's written statement• Should Seller fail to 

pay in full statement(s) from Pacific within thirty (30) days, Pacific may 

offset future payment(s) to Seller hereunder by such amount(s). 

ARTICLE VI: NOTICES 

All written notices under this Agreement shall be directed as 

follows, and shall be considered delivered when deposited in the U.S. Mail, 

return receipt requested: 

To Seller: Frederick D. Ehlers 
P.O. Box 7148 
Klamath Falls, Oregon 97602 

To Pacific: Vice President, Power Resources 
Pacific Power & Light Company 
920 SW Sixth Avenue 
Portland, OR 97204 

The parties may change their addresses by providing notice thereof as 
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specified in this Article • 

ARTICLE VII: FACILITY DESIGN AND CONSTRUCTION 

(A) Seller shall design, construct, install, own, operate, and 

maintain the Facility. Seller shall provide Pacific with electrical data 

concerning its Facility sufficient to allow Pacific to make stability and 

protection studies. All specifications and changes in specifications, 

including new or additional equipment, shall be subject to Pacific's 

acceptance. Pacific's acceptance of Seller's specifications shall not be 

construed as confirming nor endorsing the design, nor as a warranty of 

safety, durability, or reliability of the Facility. Pacific shall not, by 

reason of any review, acceptance, or failure to review, be responsible for 

the Facility, including but not limited to the strength, details of design, 

adequacy or capacity thereof, nor shall Pacific's acceptance be deemed to 

be an endorsement of the Facility. 

(B) At the request of Pacific, Seller shall provide Pacific, 

prior to the initial delivery of Net Metered Output, with a statement 

from a licensed professional engineer certifying that the Facility can 

reasonably be expected to generate capacity and energy in the amounts set 

forth herein for the duration of this Agreement. 

ARTICLE VIII: INTERCONNECTION 

(A) Seller shall install all Seller's Interconnection Equipment. 

Seller's Interconnection Equipment shall be of a size to accommodate the 

delivery of the Net Metered Output under this Agreement • Seller shall 
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allow Pacific to review the adequacy of all protective devices, and to 

establish requirements for settings and periodic testing; provided, how

ever, that neither such action nor inaction by Pacific shall be construed 

as warranting the safety or adequacy of Seller's Interconnection Equipment. 

All such equipment installed hereunder shall conform with the Required 

Equipment Standards established in Schedule A, attached hereto. Seller 

shall reimburse Pacific for Pacific's cost associated with such periodic 

testing. 

(B) Connection of Seller's Interconnection Equipment to 

Pacific's system shall be by or under the direction of Pacific. 

(C) In the event that it is necessary for Pacific to install 

any facilities and equipment on Pacific's system to accommodate Sell er' s 

deliveries, or to reinforce Pacific's system for purposes of this Agree

ment, Seller shall reimburse Pacific for all of Pacific's costs associated 

therewith, in accordance with the rules for repayment established by the 

appropriate state regulatory commission having jurisdiction. Seller shall 

also reimburse Pacific for Pacific's operation and maintenance costs 

resulting from Pacific's installation of facilities and equipment under 

this Paragraph. 

ARTICLE IX: SYSTEM EMERGENCY 

In the event of a System Emergency, as defined in 18 C.F.R. Part 

292, Pacific may require Seller to curtail its consumption of electricity 

purchased from Pacific in the same manner and to the same degree as other 
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customers within the same customer class who do not own facilities for 

generating electricity. 

ARTICLE X: OPERATION, PROTECTION, AND CONTROL 

(A) Seller's Property shall meet the requirements of all appli-

cable state and local laws. Prior to commencement of generation, ·and at 

completion of any major changes, Seller's Property shall be inspected and 

approved by the appropriate state and local officials. 

(B) Seller shall operate and maintain Seller's Property in a 

safe manner and in accordance with the National Electric Safety Code 

currently in effect. 

(C) Seller may operate the Facility in parallel with Pacific's 

system, but subject at all times to Pacific's operating instructions 

and any and all other conditions established by Pacific in its sole 

discretion. 

(D) Seller shall operate the Facility in such a manner as not 

to affect adversely Pacific's system and to be compatible with Pacific's 

system voltage level, fluctuating voltage guidelines (Engineering Bulletin 

No. 02.14), and voltage regulation at the Point of Delivery during all 

times that Seller's Facility is connected and operating in parallel 

with Pacific's system. 

(E) Pacific may, upon one hundred eighty (180) days' notice 

to Seller, change its nominal operating voltage level at the Point of 

Delivery, in which case Seller shall modify Seller's Interconnection 
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Equipment as necessary to accommodate the modified nominal operating 

voltage level. 

(F) Seller shall remedy any demonstrated harmonic distortions on 

Pacific's system attributable to the operation of Seller's Facility which 

result in objectionable service to Pacific's other customers. Should 

Seller's actions to remedy such harmonic distortions be inadequate, Pacific 

may without liability disconnect Seller's Facility from Pacific's system. 

During such period of disconnection, Pacific's obligation to make payments 

to Seller shall be suspended. 

(G) Seller agrees that in the event of and during a period of a 

shortage of energy or capacity on Pacific's system as declared by Pacific 

in its sole discretion, Seller shall, at Pacific's request and within the 

limits of reasonable safety requirements as determined by Seller, use 

its best efforts to provide requested energy or capacity, and shall, if 

necessary, delay any Scheduled Maintenance Periods. 

(H) Seller shall furnish and install on the Seller's side of 

the Point of Delivery a disconnect switch which shall be capable of fully 

disconnecting the Facility from Pacific's system. The disconnect switch 

shall be of the visible-break type which can be secured by a padlock and 

shall be accessible to Pacific's personnel at all times. Pacific shall 

have the right to disconnect the Facility from Pacific's system at the 

disconnect switch when necessary to maintain safe electrical operating 

conditions or, if in Pacific's sole judgment, the Facility at any time 

adversely affects Pacific's operation of its electrical system or the 
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quality of Pacific's service to other customers • 

ARTICLE XI: METERING 

(A) Flows to Pacific shall be measured by meters to be equipped 

with detents so that the record of those flows will not be affected by 

flows to Seller. Flows to Seller shall continue to be metered separately 

in accordance with the terms of the service agreement, if any, existing 

between the parties, and/or otherwise in accordance with tariffs filed and 

approved by the regulatory authority having jurisdiction. 

(B) Pacific shall provide, install, own, and maintain meters 

to record flows to Pacific. Such meters shall be located at a mutually 

agreed upon designated location(s) and shall record and indicate the 

integrated demand for each sixty (60)-minute period, and shall also measure 

kWh. Pacific shall also provide, install, own, and maintain meters for 

measurement of reactive volt-ampere hours. Pacific may also, in its sole 

discretion, install additional metering devices at a location within 

Seller's Facility, agreed upon by both parties, to enable Seller to 

transmit information and data. All acquisition, installation, maintenance, 

inspection, and testing costs relating to all metering devices installed to 

accommodate Seller's generation shall be borne by Seller. 

(C) All meters and metering equipment shall be operated and 

maintained by Pacific at Seller's expense, and shall be sealed by Pacific. 

The seal shall be broken only upon occasions when the meters are to be 

inspected, tested, or adjusted and representatives of both Pacific and 
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Seller shall be present upon such occasions. The metering equipment shall 

be inspected and tested periodically by Pacific and at other reasonable 

times upon request therefor by Seller. Any metering equipment found to be 

defective or inaccurate by an error in registration of more than plus or 

minus two percent (2%), at light load or at heavy load, shall be repaired, 

readjusted, or replaced. 

(D) If any of the inspections or tests provided for herein 

disclose an error exceeding two percent (2%), either fast or slow, proper 

correction, based upon the inaccuracy found, shall be made of previous 

readings for the period of three (3) months immediately preceding the 

removal of such meter from service for test, or from the time the meter was 

in service since last tested, but not exceeding three (3) months, in the 

amount the meter shall have been shown to be in error by such test. Any 

correction in billing resulting from a correction in the meter records 

shall be made in the next monthly bill rendered, and such correction, when 

made, shall constitute full adjustment of any claim between Seller and 

Pacific arising out of such inaccuracy of metering equipment. 

ARTICLE XII: LIABILITY AND INSURANCE 

(A) Seller agrees to protect, indemnify, and hold harmless 

Pacific, its directors, officers, employees, agents, and rep res entati ves, 

against and from any and all loss, claims, act ions, or suits, including 

costs and attorneys' fees, for or on account of injury, bodily or other

wise, to, or death of, persons, or for damage to, or destruction of 

property belonging to Pacific or others, resulting from, or arising out of 
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or in any way connected with the facilities on Seller's side of the Point 

of Delivery, or Seller's operation and/or maintenance, excepting only such 

injury or harm as may be caused solely by the fault or negligence of 

Pacific, its directors, officers, employees, agents, or representatives. 

(B) Prior to connection of Seller's generation to Pacific's 

system, Seller shall secure and continuously carry, in an insurance company 

or companies acceptable to Pacific, insurance policies for bodily injury 

and property damage liability. Such insurance shall include: provisions 

or endorsements naming Pacific, its directors, officers and employees as 

additional insureds; provisions that such insurance is primary insurance 

with respect to the interest of Pacific and that any insurance maintained 

by Pacific is excess and not contributory insurance with the insurance 

required hereunder; cross-liability or severability of insurance interest 

clause; and provisions that such policies shall not be canceled or their 

limits of liability reduced without thirty (30) days' prior written notice 

to Pacific. A copy of each such insurance policy, certified as a true copy 

by an authorized representative of the issuing insurance company or, at the 

discretion of Pacific, in lieu thereof, a certificate in form satisfactory 

to Pacific certifying to the issuance of such insurance, shall be furnished 

to Pacific. Initial limits of liability for all requirements under this 

Section (B) shall be $1,000,000 single limit, which limits may be required 

to be increased by Pacific's giving Seller two years' notice. 

increase shall not exceed fifteen percent (15%) per year. 

Such 

(C) Prior to connection of Seller's generation to Pacific's 
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system, Seller shall obtain insurance acceptable to Pacific against 

property damage or destruction in an amount not less than the cost of 

replacement of the Property. Seller shall promptly notify Pacific of 

any loss or damage to the Pro:perty. Unless the parties agree otherwise, 

Seller shall repair or replace the damaged or destroyed Property. Except 

as provided in paragraph (A) of this Article XII, Seller agrees to waive 

its insurers' rights of subrogation regarding Facility property losses. 

(D) Seller shall provide Pacific copies of all insurance 

policies at the address listed in Article VI. 

ARTICLE XIII: LAND RIGHTS 

Seller hereby grants to Pacific for the term of this Agreement 

all necessary rights of way and easements to ins tall, operate, maintain, 

replace, and remove Pacific's metering and other facilities necessary or 

useful to this Agreement, including adequate and continuing access rights 

on property of Seller. Seller agrees to execute such other grants, deeds 

or documents as Pacific may require to enable it to record such rights of 

way and easements. If any part of Pacific's facilities is installed on 

property owned by other than Seller, Seller shall, if Pacific is unable 

to do so without /cost to Pacific, procure from the owners thereof all 

necessary permanent rights of way and easements for the construct.ion, 

operation, maintenance, and replacement of Pacific's facilities upon such 

property in a form satisfactory to Pacific. At Seller's request, Pacific 

shall, to the extent it is legally able, acquire such rights of way at 
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Seller's cost • 

ARTICLE XIV: COMMUNICATIONS 

Seller shall at its expense maintain appropriate communication 

facilities, as determined by Pacific, with Pacific's dispatcher. 

ARTICLE XV: MAINTENANCE 

(A) Seller may shut down the Facility for Scheduled Maintenance 

Periods not to exceed thirty (30) days each Contract Year at such times as 

are approved in advance by Pacific. Seller shall propose to Pacific 

Scheduled Maintenance Periods for each Contract Year by the preceding 

February 1, and within sixty (60) days of Pacific's receipt of such 

proposal, Pacific shall inform Seller of the acceptability or unaccept

ability of the proposed periods. 

(B) In the event the Facility must be shut down for unscheduled 

maintenance, Seller shall notify Pacific immediately of the necessity of 

such shutdown, the time when such shutdown has occurred, or will occur, 

and the anticipated duration of such shutdown. Seller shall take all 

reasonable measures and exercise its best efforts to avoid unscheduled 

maintenance and to limit the duration of such shutdowns. 

ARTICLE XVI: CONTINUITY OF SERVICE 

Pacific may require Seller to curtail, interrupt, or reduce 

deliveries of energy or capacity in order to construct, install, maintain, 

repair, replace, remove, investigate,· or inspect any of Pacific's equipment 

or any part of its system or if Pacific determines that curtailment, 
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interruption, or reduction is necessary because of emergencies, operating 

conditions on its system, or as otherwise required by prudent utility 

practices. In such circumstances, Pacific shall not be obligated to 

accept deliveries of energy or capacity hereunder. 

ARTICLE XVII: QUALIFYING FACILITY STATUS 

Seller covenants that the Facility is and shall continue to be a 

"qualifying facility," as that term is used and defined in 18 C.F.R., Part 

292, for the term of this Agreement. Pacific may, in its discretion, 

require certification by the Federal Energy Regulatory Commission of 

qualifying status under 18 C.F.R., Part 292.207(b). 

ARTICLE XVIII: FORCE MAJEURE 

As used in this Agreement, "Force Maj eure" means unforseeable 

causes beyond the reasonable control of and without the fault or negligence 

of the party claiming Force Maj eure, and specifically excludes non-avail-

ability of stream flow to operate Seller's Facility. If either party is 

rendered wholly or partly unable to perform . its obligations under this 

Agreement because of Force Majeure, that party shall be excused from 

whatever performance is affected by the Force Majeure to the extent so 

affected, provided that: 

(A) the non-performing party, within two weeks after the occur

rence of the Force Majeure, give the other party written notice describing 

the particulars of the occurrence; 

(B) the suspension of performance be of no greater scope and of 
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no longer duration than is required by the Force Majeure; 

(C) no obligations of either party which arose before the 

occurrence causing the suspension of performance be excused as a result of 

the occurrence, and 

(D) the non-performing party use its best efforts to remedy its 

inability to perform. 

ARTICLE XIX: LIABILITY; 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 constitufe the dedication of 

that party's system or any portion thereof to the other party or to the 

public, nor affect the status of Pacific as an independent public utility 

corporation, or Seller as an independent individual or entity. 

ARTICLE XX: SEVERAL OBLIGATIONS 

Except where specifically stated in this Agreement to be other

wise, the duties, obligations, and liabilities of the parties are intended 

to be several and not joint or collective. Nothing contained in this 

Agreement shall ever be construed to create an association, trust, 

partnership, or joint venture or to impose a trust or partnership duty, 

obligation, or liability on or with regard to either party. Each party 
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shall be individually and severally liable for its own obligations under 

this Agreement. 

ARTICLE XXI: WAIVER 

Any waiver at any time by either party of its rights with respect 

to a default under this Agreement, or with respect to any other matters 

arising in connection with this Agreement, shall not be deemed a waiver 

with respect to any subsequent default or other matter. 

ARTICLE XXII: CHOICE OF LAWS 

This Agreement shall be construed and interpreted in accordance 

with the laws of the State of Oregon, excluding any choice of law rules 

which may direct the application of the laws of another jurisdiction. 

(A) 

ARTICLE XXIII: GOVERNMENTAL JURISDICTION 
AND AUTHORIZATION 

This Agreement is subject to the jurisdiction of those 

governmental agencies having control over either party or this Agreement. 

This Agreement shall not become valid until all required governmental 

authorizations and permits are first obtained and copies thereof are 

submitted to Pacific. 

(B) This Agreement shall not become effective until the Public 

Utility Commissioner of the state of Oregon or his delegate has reviewed 

all terms and provisions hereof and has determined that the prices to be 

paid for Net Metered Output are in accordance with the appropriate prices 
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ARTICLE XXIV: SUCCESSORS AND ASSIGNS 

This Agreement and all of the terms and provisions hereof shall 

be binding upon and inure to the benefit of the respective successors 

and assigns of the parties hereto. Excepting assignments by Pacific to 

Bonneville Power Administration ( "BPA"), no assignment hereof by either 

party hereto shall become effective without the written consent of the 

other being first obtained and such consent shall not be unreasonably 

withheld. Nothing in this Agreement shall be construed as limiting or 

restricting Pacific's right to enter into arrangements with BPA whereby BPA 

acquires the output of the Facility or Pacific takes a billing or energy 

credit therefrom • 

• ARTICLE XXV: MODIFICATION 

No modification of this Agreement shall be effective unless it is 

in writing and signed by both parties. hereto. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement 

to be executed in their respective names as of the date first above 

written. 

FREDERICK D. EHLERS PACIFIC POWER & LIGHT COMPANY 

By~~~~ Q~ /!~/")-~-~resident 
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SCHEDULE A 

REQUIRED EQUIPMENT STANDARDS 

In the event that Sell er' s Facility incorporates a synchronous 

generator, Seller shall furnish, install, and maintain equipment necessary 

to establish and maintain synchronism automatically with Pacific's system. 

Seller shall not employ anything other than three phase genera

tors without first obtaining express written permission from Pacific. 

In order to protect the Facility, Seller's Interconnection 

Equipment, and Pacific's system from property damage, to minimize the 

likelihood of injury to operating personnel and third parties, and to 

allow Pacific to provide service to its non-generating customers in the 

event Seller's Facility or Seller's Interconnection Equipment encounters 

operating difficulties, Seller shall provide, install, and maintain the 

following equipment: 

1. A lockable main disconnect switch which allows isolation of 

Seller's generation from Pacific's system; 

2. An automatic disconnecting device to be used in conjunction 

with relaying devices; 

3. An overcurrent device to be used in conjunction with the 

automatic disconnecting device required under Paragraph 2; 

4. Underfrequency and overfrequency relays to be used in 

conj unction with the automatic disconnecting device required under 

Paragraph 2; 

5 • A dedicated voltage transformation, with ground source as 

required by Pacific, for Seller's generation and load; and 

6. Undervoltage and overvoltage relays. 

SCHEDULE A 
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AMENDED .!02 RESTr.TED POWER PURCHASE .!.:.::.~EMENT 

EE':'WEEN 
HD! .b..ssc:::: .. !..:Es .,,_ .. , A.~ CREGC!'J ~:M!7E: P.!. .. :=:~;:::~.s:::::

AN~ 

_1_2,.dt_t h d a:' o: 
:i-::t.~be:-, :.988, :.s be':"..tee:--. :::=:: ;..ssoc:a.:.es \ .. ,a:-. :.:-egon :..:rr.:-:e·= 
rar-:r:e~s1'"-.ip, here:::a::.e:- :-e:e:-:--e·d ~c as "Sel:e:-,, a:;.d ?ac:::c 
Power & ~:ght Ccrepany, an ele=tric ~tility wit~ =crporate 
headc~arters :~ Pcrtland, :regon, here:nafter r~~erred to as 
" 'O - - .:.- ~ i c " _d...._ ___ • 

RECIT.!~Ls: 

Frederick D. Ehlers and Pacific entered into a Power 
Purchase Agreement dated May 20, 1983 for a 75C kilowatt (kW) 
hydroelectric facility. Mr. Ehlers assigned his interest in the 
May 20, 1983 agreement to Hydroelectric Develop~ent, Inc. 
("HDI") pursuant to a North Fork Water Power Project Agreement 
of Transfer and Assignment dated May 20, 1986 •ith the agreement 
of Mr. Ehlers that he will remain liable for the obligations of 
the Seller under the May 20, 1983 agreement. EDI assigned its 
interest in the May 20, 1983 agreement to Seller pursuant to an 
Assignment of Engineering Contract dated May lC, 1987 with the 
agreement of HDI that it will remain liable for the obligations 
of the Seller under the May 20, 1983 agreement. All parties, 
including Mr. Ehlers, now wish to amend and supersede the 
May 20, 1983 agreement with this Agreement. 

The undersigned parties also have raised various 
claims against each other. These claims have been denied. The 
parties wish to resolve all claims existing as ~f this date, 
whether known or u~known, through the executic~ of this 
Agreement. 

Seller now will own and operate a hydroelectric facil
ity, with a rating not to exceed 1,230 kilowatts (kW), for the 
generation of electric power located on the Ncr"':h Fork of the 
Sprague River, approximately nine miles northeast of Bly, 
Oregon, in Sections 29 and 30 of T-35-S, R-15-E. The average 
annual energy production of the Facility now is estimated to be 
5,100,000 kilowatt-hours (kWh) rather than 6,570,000 kWh. -

NOW, THEREFORE, the undersigned parties agree as 
follows: 

ARTICLE !: DEFINITIONS 

As used in this Agreement, the following terms shall 
have the following meanings: 

(A) "Commercial Operation Date" is the C.a-:e, after 
start-up testing of the Facility is completed, that Pacific 
receives a written statement from a licensed professional engi-
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neer cert1fy1ng ~hat the Facility is able to ge~erate electric 
po>·•er reliabl:r• . 

(E) ''Co:::.rac-: .. i"ea::'' l~ a ca_e::aa:- yea::: ==~-~.en::ing at 
on :Jecerr.be:- 3:. 

{:) ''~e!":"::::::s:.:-ated ::a±:a=:. ~:.~·· : s :.::e a.:-:·..:.:~ :iernonstrat:.ed 
abil:ty cf the Fac:lity ~c genera~e anj de::~er electric power, 
ex;ressej i~ ~~. use!~: ~o Pac:!:= :~ rneet:~; :~s capaci~y 

reql.!:!"e:re~.~s, less Fa:::.2.:"cy ·.;se, :.ess t:-ans::-.::ss:i::;n and t:-a::s
for~a~io~ losses to the ?c:nt of ~el:very a~j :ess transrr1ss:on 
:osses o~ ?ac:f:c's dis~~ibut:o~ :ir.e bet~ee~ ~e Point of 
Del:very and the Ely Substat:on. The Demonstrated Capacity 
shall be determined at the end of the first 12 ~onths of deliv
eries hereunder. For each month thereafter, t~e Demonstrated 
Capacity shall be determined using the current month and the 11 
immediately preceding months. The Demonstrated Capacity shall 
be the lesser of: 

(1) kWh of Net Metered Cutout per 12 months 
8760 x 0.70 

or 

(2) the average rate of delivery (kW) during the 
highest consecutive 24-hour period of kWh deliv
eries of Net Metered Output in such 12-month 
period. 

or 

( 3) 1230 kW. 

(D) "Faci:ity" is the following hydroele::tric facili~y for 
the generation of electric power. It includes a diversion 
structure, penstock, powerhouse, a turbine-generator, and 
Seller's Interconnection Equipment. The turbine-generator is 
being manufactured by Louis Allis. It will be a Bouvier type 
with two horizontal Francis turbines with runners overhung on a 
single generator shaft. Its model number is 442 mm. The maxi
mum output of the turbine-generator will be 1,275 kW. The 
three-phase generator is rated 750 kW with a 1.9 service factor, 
2,400 volts, and 336 amperes. Synchronous speed is 1,200 
revolutions per minute. 

(E) "Net Metered Output" is all energy and capacity pro
duced by the Facility, less Facility use and any line losses 
(deemed to be 4 percent until recalculated), and such Net 
Metered Output shall be calculated as equal to 96 percent of the 
measured deliveries of energy and capacity to Pacific metered at 
the Point of Delivery; provided however 72 months after the 
Commercial Operation Date Pacific, at Seller's expense, shall 
recalculate the actual average line loss perce~tage based on the 
production during the preceding 60 months, and the line loss 
percentage thereafter shall be the newly calculated percentage; 
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and further prov:ded that either party may not:fy the other 
between 132 and :4~ mcr:ths after the Commerc: a: :'.)peration Date 
tnat it wishes t= have the li::e losses re:a::~:a~ed and in such 
event ?acif:c, at Seller's expense, shall re:a::~:ate the ac~~a: 
avera?e ::::e :css ~erce::tage based ~~ the ~rc~~:t:on during ~he 
preceding :2: ~c::ths, and the l:::e :~ss perce::ta;e thereafter 
shall be the r:e~:; ca::~:ated percentage. 

( F ) " ? c i :: -: o : : e : n· er y " :.. s the pc int w he :- e ? a c i f i c ' s o .,, er -
head power :ine :s connected tc Seller's ~nder;r:und power line 
at the start cf the canycn leading to the Fac:::ty's powerhouse, 
located approx:~ately eight miles northeast of ::y, Oregon in 
Sect:on 31, T-35-S, R-15-E. 

( G) "Scheduled Maintenance Periods" are t:.ose time~during 
which the Facility is shut down for routine mair:tenance with the 
advance approval of Pacific as provided in Article XV(A) hereof. 

(H) "Seller's Interconnection Equipment" is all equipment 
and facilities not owned by Pacific located on Seller's side of 
the Point of Delivery required to be installed solely to inter
connect and deliver power from Seller's Facility to Pacific's 
system including, but not limited to, connection, transforma
tion, switching, and safety equipment. 

ARTICLE II: TERM 

(A) Subject to the provisions of this Article and Article 
XX!I!, this Agreement shall become effective when executed by 
both the parties hereto, and shall end on Decerrber 31, 2023. 

(B) Time is of the essence in this Agreement. Therefore, 
if the following events have net occurred by t~e dates speci
fied, this Agreeme~t will terminate immediately without further 
action by either party: 

(1) Seller shall remit to Pacific wi~hin 30 days of 
the date of execution of this Agreement the unpaid balance of 
Pacific's current estimated cost for its interconnection study, 
which unpaid balance is $23,000, and Seller shall remit to 
Pacific within 30 days of any invoice therefor any difference 
between the actual cost and the estimated cost previously paid 
to Pacific. 

(2) Seller shall establish prior to the Commercial 
Operation Date that it has satisfactory real property interests 
for the full term of this Agreement for this Facility. 

(3) Seller shall demonstrate that a significant 
amount of construction on the powerhouse, penstock, and diver
sion structures has been accomplished by November l, 1988. 

(4) The nitial delivery of Net Metered Output from 
the Facility to Pac fic's system shall occur prior to June 30, 
1989. 
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:a::e 
,__..s ..... __ .?_r_·_o..__~....,..tc the earl:er of the Cc~~ercial Operation 

er July 31, 1989, Seller shall present t: Facific as listed 
t:e.:.c·..; :::e req-~::-~a a';..;.:.hcr:.::.a-::~:;:E, pe~rr.:-:s, ::::::. appro .... .-als 
:-eq-...:::-:::j :.~-~ :.~e Se:.:..e:- ar.::: !::::- :.he :::::-.. ~~=-~::-::::: and opera-:.:on 
:~ :.t-= E"a:-.::.:-:··/: 

(J--(a) ---- 4 !:!:..!"'..- -:=e::se, 

0~ (b) ::he~ c~rre~::y effec::~e appr:~ed Eydrcelec
::ric L:cense frc~ :he Crego~ ~a:er Reso~r:es 
Lepa~"t.rne:-:-:, 

(c) Oregon Depar:ment of Fish and ~i:dlife 
approval of current construction plan, 

(d) then currently effective County Building 
Permits, and 

(e) Oregon Electrical Permit showing final 
approval of electrical installation. 

(6) The Commercial Operation Date as described in 
Article I(A) shall be established prior to December 31, 1989. 

ARTICLE III: DELIVERY OF POWER 

Commencing on January l, 1989, and for the term of 
this Agreement, Seller shall make available from the Facility a 
minimum of 985,000 kWh of Net Metered Output during each Con-

-·tract Year, provided that such minimum for the first Contract 
Year shall be reduced pro rata to reflect the Commercial Opera
tion Date and that such minimum shall be reduced to reflect 
reduct:ons in Net Metered Cutput as a result of the implementa
tion of Ar~icles X(E) and XVI. Subject to Article XVI, Seller 
shall make available and Pacific shall purchase all Net Metered 
Output from the Facility. 

ARTICLE IV: PRICES 

The following prices are established for all deliv
eries of Net Metered Output hereunder (as reduced by line losses 
as described in paragraph I(E)); provided, however, that nothing 
in this subparagraph shall be construed as affecting or limiting 
the Seller's obligation to make deliveries in each Contract Year 
as established in Article III hereof. 

(A) Nonfirrn Energy Prices. For all Net Metered Output 
delivered prior to the later of January 1, 1989 or the Commer
cial Operation Date, Pacific shall pay Seller Pacific's then 
established price for nonfirm energy, as approved by the Public 
Utility Commission of Oregon ("Commission") . 

(B) Capacity Prices. Commencing upon the later of 
January 1, 1989 or the Commercial Operation Date, Pacific shall 
pay $8.92 per month for each kW of Demonstrated Capacity. Sub-
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Ject to change by reutual agreement of the pa~t:es hereto based 
·,Jpcr: the actua: perfor:nance ~f the Fac:l.ity, ~e ~e:-r:c··rj.s't:.--a"ted 

Capa::ty fer the f:rs: :2 months of de::~er:es hereunder :s 
ass~med tc be 905 k~. :f after the f:rst :: ~=~:hs of de::v-

c : j e :_ : ~: e :- : e s , a ::. :. ;: :- e ,_.:. ::. ·_.: s : =. J=:· a:::.. :. i' ;:, a::~. er:-: ~ :.: .. .=.:. ·we r- e 
~:ned by ~s:ng such assumed ~emonstrated Ca~a:::y shal: 

. . .. ..- .. .. 

~-....-..-.._ ..... 
~1.-·~ ._ ...... .::: 

:Ce 
a:i:~...:s:.e:: :-e:.r-.-;a::::.:·.:e~;/ :.:: re:~e:-:. '.ln·::e:-;:.ay!:'le:-.. :.~ .::- O\,·e:-;:a:-lr:ter:-:.s 
and sha:: :ncl~de :n:eres: at :he avera?e mo~:h:y pr:~e rate as 
pub::shed by the ~organ ~uaranty Trust Compa~y =! Ne~ York for 
such per:od cf time. 

(C) Enerav Fr:ces. Commencing upon the _a:er of 
Jar.uary 1, 1989, or the Commercial Operation ~a:e, Pacific shall 
pay fo:r- each kWh of Net Metered Output the enerc;:: prices for the 
Contract Years set for:h below: 

Contract Year 

1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
199.§. 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
200§ .. 
2009 
2010 
2011 
2012 
2013_'; -
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 
2023 
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Energy Price 
Cents.!kWh 

7.66 
7.75 
7.84 
7 .94 
8.05 
8.16 
8.28 
8.40 
8.53 
8.67 
8.82 
8.98 
9.:s 
9.33 
9. 5:. 
9.71 
9.92 

10.15 
10 .. 39 
10.64 
10.90 
11.19 
11.49 
11. 81 
12 .14 
12.50 
12.88 
13.28 
13.70 
14.16 
14.63 
15.14 
:.5.66 
15.25 
16.85 
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AR':rc:.E V: PAYME~':'S .=-.~c C:8M?:::.:..:::Ns 

( ;., ) Fac:.::c ').-., "' .. s •• a _.;. 
Metered C~tput on a monthly basis ~:thi~ 3C ~a~s ::::o~:~g 

Fa=::::'s read:~g o: ~he meter and sha:: ==~=~==ent:y t~ere~:th 
make ~a)Ttien~s t~e~efor in accorda~ce ~:~~ tte ~e~~= and ==~d:
tio~s cf Art:cle :v, at the address s;e::fie~ :~ Arti:le •. , 
below. 

(B) Seller shall pay Pacific for Facifi:'s costs :~c~rred 
hereunder, at the address specified in Artic:e ~I. belc~. ~ithin 
thirty (30) days of receipt of Pacific's wr:tten statement. 
Should Seller fail to pay in full statement(s; from Pacific 
within thirty (30) days, Pacific may offset :~t~re payment(s) to 
Seller hereunder by such amount(s). 

ARTICLE VI: NOTICES 

All written notices under this Agreement shall be 
directed as follows and shall be considered delivered when 
deposited in the U.S. Mail, return receipt requested: 

To Seller: HDI Associates V, An Oregon 
Limited Partnership , 

10394 West Chatfield Avenue - Suite 108 
Littleton, CO 80127 

To Pacific: Supervisor, Small Purchased Resources 
Pacific Power & Light Company 
920 SW Sixth Avenue 
Portland, OR 97204 

The parties may change their addresses by providing notice 
thereof as specified in this Article. 

ARTICLE VII: FACILITY DESIGN AND CONSTRUCTION 

{A) Seller shall design, construct, ins~all, own, operate, 
and maintain the Facility. All specifications and changes in 
specifications for the Facility, including new or additional 
equipment, shall be subject to Pacific's acceptance. Seller 
shall provide Pacific with electrical data concerning its Facil-
1 ty _ sutJici_~_~:t -t_9_§l~ow Pa-Eificto malee--stabJ. li ty--ana protection 
stucii_~_,_ Pacific's accep.'fance of--seller' s specificat.I·o-:ns shall 

-not"" be construed as confirming nor endorsing the design, nor as 
a warranty of safety, durability, or reliability of the Facil
ity. Pacific shall not, by reason of any review, acceptance, or 
failure to review, be responsible for the Facility, including 

. but not limited to the strength, details of design, adequacy or 
capacity thereof, nor shall Pacific's acceptance be deemed to be 
an endorsement of the Facility . 
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(E) Sel:er sha:: pro~:de Fac:fic, prier :c the in:::a: 
de::~ery of Ne: ~e:ered o~:p~:. w:t~ a s:a:e~e~: fr:~ a :::e~sed 

pr:fess:cna: en;:neer :er::f;:ng :~a: :~e :a::_::y :an reascn
at:; be expec:ed :c generate :apa:::y and ener;y :n :~e a~:~n:s 
se: fcr:h ~ere:n fer :~e d~ra::cn cf :~:s A;ree~en:. 

(A) Sel:er sha:: ins:a:: all Seller's :n:erccnnect::n 
Eq:.::..p::"':ent. and rr.a:i ir~s"tal.l al: r-equ::-ed c .. /ert .. ie:.:i pcwer lir:e 
ex:ens:ons necessarv for in:erconnect:on fro= :he Point cf 
Del:very to the end-of Pac:f:c's ex1s:ing dis:ribu:ion line on 
Campbell Road approximately 3.5 miles northeas:: of Bly ("Over
head Extension"). Seller's Interconnection E~~ipment and the 
Overhead Extension shall be of a size to acco~~odate the deliv
ery of the Net Metered Output under this Agreement. Seller 
shall allow Pacific to review the adequacy of all protective 
devices and to establish requirements for settings and periodic 
testing; provided, however, that neither such action nor inac
tion by Pacific shall be construed as warranting the safety or 
adequacy of Seller's Interconnection Equipment or the Overhead 
Extension. The Overhead Extension shall be b~ilt to Pacific's 
specifications and subject to Pacific's inspections at Seller's 
cost. If Seller wishes Pacific to build the Ov·erhead Extension, 
it shall notify Pacific in writing thereof by March 31, 1988. 
All such equipment installed hereunder shall conform with the 
Re~~ired Equipment Standards established in Schedule A, attached 
hereto. Seller shall reimburse Pacific for ?acific's reasonable 
costs associated with any reviews, inspectio~s, or periodic 
testing. 

(3) Connect1on o: Seller's Interconnec:~on Eq~iprnent and 
the Overhead Extension to Pacific's system sI'.all be by or under 
the direction of Pacific. 

(C) In the event that it is necessary fer Pacific to 
install any facilities and equipment on Pacific's system to 
accommodate Seller's deliveries, or to reinforce Pacific's sys
tem for purposes cf this Agreement, Seller shall reimburse 
Pacific for all of Pacific's costs associated therewith, in 
accordance with the rules for repayment established by the 
Commission. Title to the Overhead Extension and all easements 
therefor shall be conveyed to Pacific and snall be considere~ 
~acific's installation of facilities. Not less often 
than annually, Seller also shall reimburse Pacific for Pacific's 
operation and maintenance costs resulting fro= Pacific's instal
lation of facilities and equipment under this Paragraph. Such 
reiwbursement shall be paid at the rate of eight percent (8%) 

-annually of the actual installed cost of such facilities and 
equipment, including without limitation, all applicable over
heads, all costs of the Overhead Extension, a~d all costs of 
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--= - - .. ~ .... - ' ... a.1.-. ..... ___ s rev1ews a~d l~spect:c~s cf Se::er's :~terccnnect~on 
Eq"1:p~e~-:. a:-::: F:c:!::; 1 s :::s-:a::a~:.·:-:--. c: fac:::-::es. 

~n t~e e~ent cf a Syste~ ~~er;e~:y, as de!~ned -- -
=FR. c=-- 292, ~ac~f:c ~ay req~:re Se::er t: =~=ta:l its 
ccns~~~t:on of electr:c:ty purc~ased fro~ ?a::f:c in the same 
man~er and to the sa~e degree as other =~sto~ers wit~:n the sa~e 
customer class who de net o~n fac:l:t:es for ;enerat:ng 
elect.:-ic:.. ::f·. 

ARTICLE X: OPERA7ION, PROTECTION, .~~ CONTROL 

(A) Seller's Facility shall meet the re~~:rements of all 
applicable state and local laws. Prior to corr ... "':'.encement of 
generation, and at completion of any major changes, Seller's 
Facility shall be inspected and approved by the appropriate 
state and local officials. 

(B) Seller shall operate and maintain Seller's Facility in 
a safe manner and in accordance with the Natior.al Electric 
Safety Code currently in effect. 

(C} 
Pacific's 
operating 
lished by 

Seller may operate the Facility in parallel with 
system, but subject at all other times to Pacific's 
instructions and any and all other conditions estab
Facific in its sole discretion. 

(D) Seller shall operate the Facility ir. such a manner as 
not to affect adversely Pacific's system and t: be compatible 
with Pacific's system voltage level, fluctua~:~g voltage guide
lines (Engineering Bullet.in No. 02.14), and vc:.t.age regulation 
at the Point. of Delivery during all times that Seller's Facility 
is connected and operating in parallel with Pacific's system. 

(E) Pacific may, upon one hundred eighty (180} days' 
notice to Seller, change its nominal operating voltage level at 
the Point of Delivery, in which case Seller shall modify Sell
er's Interconnection Equipment as necessary tc accommodate the 
modified nominal operating voltage level. 

(F} Seller shall remedy any demonstrated harmonic distor
tions on Pacific's system attributable to the operation of 
Seller's Facility that result in objectionable service to 
Pacific's other customers. Should S~ller's actions to remedy 
such harmonic distortions be inadequate, Pacific may without 
liability disconnect Seller's Facility from Pacific's system. 
During such period of disconnection, Pacific's obligation to 
make payments to Seller shall be suspended . 
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I,...\ 
'v I Seller agrees :ta: :~ :~e e~en: of a~j dur:ng a per:od 

c~ Fa::f::·s sys:em as 
,::e::~a:-e:: 2·;· ?=.:::~:: ::-. ::.~sole :i:s·~:-e:.:·='::,. ~e~:e:- sha.:.:.J at. 
?ac:f::"s re~~es: a~d ~::~:~ :~e l:~::s cf reas:nable safe:y 
::e::;-...:::-e:":".=:--.. :.:: a~ -:.:~:.e:~:T::.:-~e·::: =-::· se:..:e:-, ·-..:se i"':.= ::es-: e::::,:-"ts to 
;:·:-o .. ,::de :-e:;-...:e~:ej -?:-:e:-·.:;:~/ .~r- ·::a;:a:::-::~, a:-:.c. s::a. __ , if ::ecessary, 
delay an; Scheduled ~a:n:enance ?er:ods. 

(Hl Seller shall furn:sh and :ns:all on :he Seller's side 
shall be 

capa~le cf fully disconnec::ng :he Facil::y from Pac:fi='s sys
:er.:. ':he d:;.sconnec: S\.."i :ch shall be of the '::sic le-break type 
tha: can be secured by a padlock and shall be accessible to 
Fac:fic's personnel at all times. Pacific shall have the right 
to disconnec: the Facility from Pacific's system at the dis
connect switch when necessary to maintain safe electrical 
operating conditions or, if in Pacific's sole judgment, the 
Facility at any time adversely affects Pacific's operation of 
its electrical system or the quality of Pacific's service to 
other customers. 

ARTICLE XI: METERING 

(A) Flows to Pacific shall be measured by meters to be 
equipped with detents so that the record of those flows will not 
be affected by flows to Seller. Flows to Seller shall continue 
to be metered separately in accordance with the terms of the 
service agreement, if any, existing be"tween the parties, and/or 
otherwise in accordance with tariffs filed and approved by the 
Cornrr~i s s ion .. 

(E) Pacific sna~~ provide, install, ow~. and maintain 
meters to record flows tc Pacific. Such me"ters shall be located 
at a mut~ally agreed-upon designated location(s) and shall 
record and indicate the integra"ted demand for each sixty (60)
minute period, and shall also measure kWh. Pacific shall also 
provide, install, own, and maintain meters for measurement of 
reactive volt-ampere hours. Pacific may also, in its sole dis
cretion, install additional metering devices at a location 
within Seller's Facility, agreed upon by both parties, to enable 
Seller to transmit information and data. All acquisition, 
installation, maintenance, inspection, and testing costs relat
ing to all metering and telemetering devices installed to accom
modate Seller's generation shall be borne by Seller. 

(C) All meters and metering equipment shall be operated 
and maintained by Pacific at Seller's expense and shall be 
sealed by Pacific. The seal shall be broken only upon occasions 
when the meters are to be inspected, tested, or adjusted and 
representatives of both Pacific and Seller shall be present upon 
sue~ occasions. The metering equipment shal: be inspected and 

9 



• 

• 

• 

. . . 
;::e:-:oc:.:::a ... ~y ...., 1 Fa::i::c and at ct~er ~easonable times 

·_:.p:::-: re:r--.:e~-= :.:-:~:-e!"c-:- t~y se:.:e!"" . . :: .... ::.y !'re:.e:-::-.; ~q...:i~p:;:en-: four~d 

tc be de~e=t:ve =r :nac=urate ~y an errcr :~ ~e;:straticn of 

. . 
:--~e !.""e: r: 

d:s=::se an errcr ex=eed:ng t~c percent 12~). e:ther fast or 
s:c~. proper ccrrect:cn, base~ upon the inaccuracy found, shal: 
be 7ade of previous readings fer the per:cd cf three (3) months 
irn7ed:ate:y preced:ng the removal of such meter from service for 
test. or from the time the meter was :n serv:ce since last 
tested, but not exceeding three (3) months, l~ the amount the 
meter shall have been shown to be in error by such test. Any 
correction in billing resulting from a correction in the meter 
records shall be made in the next monthly bill rendered, and 
such correction, when made, shall constitute full adjustment of 
any claim between Seller and Pacific arising out of such inaccu
racy of metering equipment. 

ARTICLE XII: LIABILITY AND INSUR.~CE 

(A) Seller agrees to protect, indemnify, and hold harmless 
Pacific, its directors, officers, employees, agents, and repre
sentatives, against and from any and all loss, claims, actions, 
or suits, including costs and attorneys' fees, for or on account 
of inJury, bodily or otherwise, to, or death of, persons, or for 
damage to, or destruction of property belonging to Pacific or 
others, resulting from, or arising out of or in any way con
nected with the facilities on Seller's side of the Point of 
Delivery, or Seller's operation and/er mainte~ance, excepting 
only such injury or harm as may be caused solely by the fault or 
negligence of Pac:fic, its directors, officers, employees, 
agents, or representatives. 

(B) Prior tc connection of Seller's generation to 
Fac:fic's system, Seller shall secure and continuously carry, in 
an :nsurance company or companies acceptable to Pacific, insur
ance policies for bodily injury and property damage liability. 
Such insurance shall include: provisions or endorsements naming 
Pacific, its directors, officers and employees as additional 
insureds; provisions that such insurance is primary insurance 
with respect to the interest of Pacific and that any insurance 
maintained by Pacific is excess and not contributory insurance 
with the insurance required hereunder; cross-liability or 
severability of insurance interest clause; and provisions that 
such policies shall not be canceled or their limits of liability 
reduced without thirty (30) days' prior written notice to 

-Pacific. A copy of each such insurance policy, certified as a 
true copy by an authorized representative of the issuing insur
ance company or, at the discretion of Pacific, in lieu thereof, 
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a :er::::ca:e :~ fcrrn sa::sfac:ory to ?acifi: :er:ify:~g tc the 
:ss~a~:e of s~=~ ins~rance, sha:: be furnishe~ :o Fac:f:c. Ir..:-
::a: ::~::s :f ::ab::::y !:r a:: re~~:rernen:s ~nder :~:s Se::::n 
i.=, ~:~.;.::!:·es:..::.::-: c:c E::-:~:e :..::7.:~, "n·h::::-. ::~.:~s rr1ay t:e 
reg~:red :: be :~:reased by Fa::f::'s g:~:ng 5e::er :~c years 

cn:y ~~e~ :: re7~:res a s:~::ar :n:rease :n ::s ordinary ==~rse 
cf bLs:ness fer ::her s~a:: power producers ~h::h are se:::ng 
po~er :: Fa::f:c. SL:h :ncrease shall no: ex:eed fif:een per
ce:--~:. ( :5°0) pe::.- ~/ea:-. ':'})e :riax::.rnu.:r ~eq...:.::-ernen~ =~al: ::ct exceed 

(C) Prier to connection of Seller's generation to 
Facific's system, Seller shall obtain insurance acceptable to 
Facific against property damage or destructioL in an amount not 
less than the cost of replacement of the Facility. Seller shall 
promptly notify Pacific of any loss er damage to the Facility. 
Unless the parties agree otherwise, Seller shall repair or 
replace the damaged or destroyed Facility. Except as provided 
in paragraph (A} of this Article XII, Seller agrees to waive its 
insurers' rights of subrogation regarding Facility property 
losses. 

(D) Seller shall provide Pacific copies of all insurance 
policies at the address listed in Article VI . 

ARTICLE XII I: Ll~ND RIGHTS 

Seller hereby grants to Pacific for the term of this 
Agreement all necessary rights of way and easements to install, 
operate, maintain, replace, and remove Pacific's metering, 
tele~e:ering and ct.her faci:ities necessary or useful to this 
.r..greemen:, incl ~ding adequ.a t.e and continuing a::cess ri ght.s on 
property of Seller. Seller agrees to execute such other grants, 
deeds or documents as Pacific may require to enable it to record 
such rights of way and easements. If any part of Pacific's 
facilities is ins:alled on property owned by other than Seller, 
Seller shall, if Pacific is unable to do so without cost to 
Pacific, procure from the owners thereof all necessary permanent 
rights of way and easements for the construction, operation, 
maintenance, and replacement of Pacific's facilities upon such 
property in a form satisfactory to Pacific. At Seller's 
request, Pacific shall, to the extent it is legally able, 
acquire such rights of way at Seller's cost . 

. Zl..RTICLE XIV: COMMUNICATIONS 

Seller shall at its expense maintain appropriate 
communication facilities, as determined by Pacific, with 
Pacific's dispatcher . 
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Year a~ s~=~ ~:rres as are ap~r=~ed :~ ad~a~=e ~y Pa=:f:=. 
Seller shall propose tc ?a=:f:c Sc~eduled Xa:~te~ance ?er1cds 
fer each :c~tract Year by ?ebr~ary : cf su=h :er.tract Year, a~c 

w:th:~ sixty (6C) days c! ?ac:f:c's rece:~t c! s~ch proposal, 
?aci!:c shal: inform Seller c! the acceptabil:ty or unaccept-
ab:l:ty of the proposed periods. 

CE) In the event the Facility must ~e shut down for 
unscheduled maintenance, Seller shall not:fy Pacific's dis
patcher (telephone number 503/883-7804) ir:1 .. "nediately of the 
necessity of such shutdown, the time when such shutdown has 
occurred, or will occur, and the anticipated duration of such 
shutdown. Seller shall take all reasonable measures and exer
cise its best efforts to avoid unscheduled maintenance and to 
limit the duration of such shutdowns. 

ARTICLE XVI: CONTINUITY OF SERVICE 

Pacific may require Seller to c~rtail, interrupt, or 
reduce deliveries of energy or capacity in order to construct, 
install, maintain, repair, replace, remove, investigate, or 
inspect any of Pacific's equipment or any part of its system or 
if Pacific determines that curtailment, interruption, or reduc
tion is necessary because of emergencies, operating conditions 
on its system, or as otherwise required b:r· prudent utility prac
tices. In such circumstances, Pacific shall not be obligated to 
accept deliveries of energy o~ capacity ~~reunder. 

I-.RTIC:;:..E XVI I: QUALIFYING FAC::ITY STATUS 

Seller covenants that the Facility is and shall con
tin"...le to be a "qualifying facility," as t.::at term is used and 
defined in 18 CFR, part 292, for the ter~ of this Agreement. 
Seller represents that it has obtained self-certification by the 
Federal Energy Regulatory Commission of ~~alifying status under 
18 CFR, part 292.207(b). 

ARTICLE XVIII: FORCE M.~JEURE 

As used in this Agreement, "Force Majeure" means 
unforeseeable causes beyond the reasonable control of and with
out the fault or negligence of the party claiming Force Majeure 
and specifically excludes nonavailability of stream flow to 
operate Seller's Facility. If either party is rendered wholly 
or partly unable to perform its obligations under this Agreement 
because of Force Majeure, that party shall be excused from what-
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t.:i-.. e :. I'.e ex-::.en:. 

(3l the s~spe::s:on cf performance te c: ~= great.er scope 
and cf no ~·· ._: :.::: e 

(C) no o:::Cl::.:;a:.:..cr.s cf e:..the!' pac:y crea:.:..::-.g a:1 e•:ent of 
default that arose before the occurrence caus:..n:; the suspe~sion 
of performance be excused as a result of the occ~rrence; and 

(D) the nonperforming party use its best efforts to remedy 
its inability to perform. 

ARTICLE XIX: LIABILITY; DEDICATION 

Nothing in this Agreement shall be construed to create 
any duty to, any standard of care with reference to, or any lia
bility to any person not a party to this Agreement. No under
taking 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 tc the public, nor 
affect the status of Pacific as an independent public utility 
corporation, or Seller as an independent individual or entity. 

ARTICLE XY.: SEVER.A.L OBLIGJ..TICNS 

Except where spec::.fically stated ir. this Agreeme~t to 
be otherwise, the dut:es, obligations, and l::.ab:li:.ies of Seller 
and Pacific are intended to be several and no:. ;oint or collec
tive. Nothing contained in this Agreement s~all ever be con
strued to create an assoc1ation, trust, partnership, or joint 
venture or to impose a trust or partnership duty, obligation, or 
liab1lity on or with regard to either party. 

ARTICLE XXI: WAIVER 

Any waiver at any time by either party of its rights 
with respect to a default under this Agreement, or with respect 
to any other matters arising in connection with this Agreement, 
shall not be deemed a waiver with respect to any subsequent 
default or other matter. 

ARTICLE XXII: CHOICE OF LAWS 

This Agreement shall be construed and interpreted in 
accordance with the laws of the State of Oregon, excluding any 

13 
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ch=:=e-=!-la~ r~les tha~ may d:rec~ ~~e 
of a~=~~er :~=:sd1c::on. 

app_::a~:,:)r . laws 

(~: ~t:s Agreemen: :s s~bJec: :c :he :~=:si:c:ic~ of those 
go" .. ~e :-r~~.e:: :.al a ;e::.::: e E :":a· .. ·: ::g .: or.:.:-:: o·v·e ?"' e: :.:..er- par-: y or ~his 
Agree~en:. :~:s Agree~en: shall no~ become ~a:id un::: all 
reqi..~:red go\·err.men:.al ai..;.~hcr-:zatic::s and per~.: :.s are firs't 
ob:a:ned and copies therec: are sub~:~:ed tc Pacific. 

(E) This Agreement shall not become effective until the 
Commission or its representative has reviewed all terms and pro
visions hereof and has de:ermined ~hat the pr:ces to be paid for 
Net Metered Output are in accordance with the appropriate prices 
reviewed and approved by the Commission. 

ARTICLE XXIV: SUCCESSORS AND ASSIGNS 

This Agreement and all of the terms and provisions 
hereof shall be binding upon and inure to the benefit of the 
respective successors and assigns of the parties hereto. 
Excepting assignments by Pacific to Bonneville Power 
Administration ( "BPA"), no assignment hereof by either party 
hereto shall become effective without the written consent of the 
other being first obtained, and such consent shall not be unrea
sonably withheld. Nothing in this Agreement shall be construed 
as limiting or restricting Pacific's right tc enter into 
arrangements with BPA whereby BPA acquires the output of the 
Facili:y or Pacific takes a billing or energy credit therefrom. 
Notwithstanding the above, consent is hereby given by Seller for 
any ass1gnmen:: by Pacific made in connection ••::.. tl: an anticipated 
merger be~ween Pacific and Utah Power & Light Company or made in 
connection with Pacific's potential reincorporation under the 
laws of Oregon. 

ARTICLE XXV: MODIFICATION 

No modification of this Agreement shall be effective 
unless it is in writing and signed by both parties hereto. 

ARTICLE X.XVI: RELEASE 

Pacific hereby releases Hydroelectric Development, 
Inc., Seller, HDI Oregon, Inc. (an Oregon Corporation and the 
General Partner of Sellers) and Frederick D. Ehlers, together 
with all directors, officers, employees, representatives, and 

- agents thereof, and Hydroelectric Development, Inc., Seller, HDI 
Oregon, Inc. and Frederick D. Ehlers hereby release Pacific, 
togetl:er with all directors, officers, employees, representa-

14 
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or loss ar:s1ng frcrn 

Excep-: as 
s.r:a _.:. 

.......... ·-- ... . ' . .. -..... - -

rea~..::~ed - - .::. 

or other rela
\tr.t'!"'.;e :.::e ~ kn o~rri_ 

u.:1de rs i gned 

inst:t~t:ons, any of the d1scuss:ons of the ;art:es g:v1ng rise 
to the terffis of th:s ~greement. This sect:c~ shal: not preclude 
the pub::.1cati:ir: of the . .:..greement, :tself, tc -:.:-.e Comm:ss1on or 
to any other party. 

ARTICLE XXVIII: I NTEGRAT IC~~ 

This Agreement constitutes the full agreement of the 
parties, and all prior agreements, including •ithout limitation 
the Power Purchase Agreement dated May 20, 19S3, are hereby 
superseded. 

IN WITNESS WHEREOF, the parties hereto have caused 
this Agreement to be executed in their respective names as of 
the date first above written . 

HDI ASSOCIATES V, .W OREGON 
LIMITED PARTNERSHIP 

E:/ H::': Oregon, Inc. , 
geY' .. era ..... partr.e:-

By 

HDI OREGON, INC . 

PACIFIC Pow::.;. & LIGHT COMPANY 
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Frederick D. Ehlers ("Ehlers") and Hydroelectric 
Development, Inc. ( "HDI") agree that their assignments of their 
interests in this Agreement shall not terminate nor relieve them 
of any obligations of the Seller hereunder. Ehlers and HDI 
shall remain jointly and severally liable with HDI Associates v, 
an Oregon Limited Partnership ("Seller") for all obligations of 
Seller. 

HDI and Ehlers shall be directly liable to Pacific for 
all obligations, without requiring that Pacific first proceed 
against Seller or any collateral. Pacific may deal with Seller 
in any manner in which Pacific sees fit, without any further 
consent of HDI or Ehlers. Specifically, but without limitation, 
HDI and Ehlers agree that any extension of time, amendment or 
modification to the Agreement or compromise of the amount of 
liability shal: not a.: f ect !WI or Ehlers' 1:. a:::. li ty hereunder. 

HDI and Ehlers waive notice of defa~lt, demand for 
payment and all other suretyship defenses whatsoever, and agree 
to per:orm unconditionally upon demand all obligations owed 
Pacific by Seller under the Agreement. 

Each reference to HDI or Ehlers shall include the 
heirs, executors, administrators, legal representatives, 

16 
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s~::essors a~d ass:gns of s~ch party, all of ~~=~ shall be bo~nd 
by ~he prc~:s:o~s of th:s Agreement.r 

I / ,/"r :-+ 
~Z{o~':--~ 
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~~~LERS 

Frederick D. Ehlers ("Ehlers") an: Hydroelectr:.c 
Development:, Inc. ("HDI") agree that their assignments of their 
interests in this Agreement shall not termi~ate nor relieve them 
of any obligations of the Seller hereunder. Ehlers and HDI 
shall remain jointly a~d severally liable with HDI Associates V, 
an Oregon Limited Partnership ("Seller") for all obligations of 
Seller. 

HDl and Ehlers shall be directly liable to Pacific for 
all obligations, without requiring that Pacific first proceed 
against Seller or any collateral. Pacific say deal with Seller 
in any manner in which Pacific sees fit:, wi-;.~out any further 
consen~ of HD1 or Ehlers. Specifically, but without limitation, 
HDI and Ehlers agree t:hat any extension of ~irne, amendment or 
modification to the ~greemen~ or comprorr.ise ~= the amount of 
~iability shall no~ affe~t HD~ or E~lers' l:abi:ity he=eunder. 

EDI and Ehlers waive notice of default, demand for 
payment and all other suretyship defenses •~atsoever, and agree 
to perform unconditionally upon demand all ~~ligations owed 
Pacific by Seller under the Agreement. 

Each reference to EDI or Ehlers stall include the 
heirs, executors, administrators, legal representatives, 
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s~c=essc~s a~d ass:g~s of 
by t~e p~c~:s:ons cf ~~:s 

::e 

116:!J'.-/;) 
By _ _.... __ , ___ /)~ .... -'.-~-/-. _:1::-::.._~ __ ........ _~------
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SECOND AMENDED AND RESTATED POWER PURCHASE AGREEMENT 
BETWEEN 

HDI ASSOCIATES V, AN OREGON LIMITED PARTNERSHIP 
AND 

PACIFICORP ELECTRIC OPERATIONS 

THIS AGREEMENT, entered into on this 16 14 day of 
September ~-' 1990, is between HDI Associates V, an Oregon 
Limited Partnership, hereinafter referred to as "Seller" and 
PacifiCorp Electric Operations, an assumed business name of 
PacifiCorp, an Oregon corporation which also does business as 
Pacific Power & Light Company, hereinafter referred to as 
"Pacific." 

RECITALS: 

Frederick D. Ehlers and Pacific entered into a Power 
Purchase Agreement dated May 20, 1983 for a 750 kilowatt (kW) 
hydroelectric facility. Mr. Ehlers assigned his interest in 
the May 20, 1983 agreement to Hydroelectric Development, Inc. 
("HDI") pursuant to a North Fork Water Power Project Agreement 
of Transfer and Assignment dated May 20, 1986 with the 
agreement of Mr. Ehlers that he will remain liable for the 
obligations of the Seller under the May 20, 1983 agreement. 
HDI assigned its interest in the May 20, 1983 agreement to 
Seller pursuant to an Assignment of Engineering contract dated 
May 10, 1987 with the agreement of HDI that it will remain 
liable for the obligations of the Seller under the May 20, 1983 
agreement. The May 20, 1983 agreement was amended and restated 
by an Amended and Restated Power Purchase Agreement dated 
October 12, 1988. All parties, including Mr. Ehlers, now wish 
to amend and supersede the October 12, 1988 agreement with this 
Agreement. 

The undersigned parties also have raised various 
claims against each other. These claims have been denied. The 
parties wish to resolve all claims existing as of this date, 
whether known or unknown, through the execution of this 
Agreement. 

Seller owns and operates a 750 kilowatt (kW) 
hydroelectric facility for the generation of electric power 
located on the North Fork of the Sprague River, approximately 
nine miles northeast of Bly, Oregon, in Sections 29 and 30 of 
T-35-S, R-15-E. The average annual energy production of the 
Facility is estimated to be 5,100,000 kilowatt-hours (kWh). 

NOW, THEREFORE, the undersigned parties agree as 
follows: 
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ARTICLE I 

DEFINITIONS 

As used in this Agreement, the following terms shall 
have the following meanings: 

(A) "Commercial Operation Date" is October 20, 1989, the 
date after start-up testing of the Facility was completed, and 
that Pacific received a written statement from a licensed 
professional engineer certifying that the Facility is able to 
generate electric power reliably. 

(B) "Contract Year" is a calendar year commencing at 
12:01 a.m. on January 1 and ending at 12:00 midnight 
December 31. 

{C) "Demonstrated Capacity" is the actual demonstrated 
ability of the Facility to generate and deliver electric power, 
expressed in kW, useful to Pacific in meeting its capacity 
requirements, less Facility Use, less transmission and .. ·· 
transformation losses to the location of Pacific's metering 
potential transformers {"PT's") and current transformer 
{"CT's") on Pacific's Pole #B5411 (as further described in 
Exhibit 1, attached hereto) and less transmission losses on the 
distribution line between the location of Pole #B5411 and the 
Bly Substation. The Demonstrated Capacity for the period of 
September 1, 1990 through August 31, 1991 will be calculated on 
a monthly basis using the following formula: 

kWh of Net Metered output per Month 
720 x 0.70 

commencing upon September 1, 1991 the Demonstrated Capacity 
shall be determined using the current month and the 11 
immediately preceding months. The Demonstrated capacity shall 
be the lesser of: 

(1) kWh of Net Metered output per 12 months 
8760 x 0.70 

or 

(2) the average rate of delivery {kW) during the 
highest consecutive 24-hour period of kWh 
deliveries of Net Metered Output in such 
12-month period. 

or 

(3) 1230 kW • 

2 
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(D) "Facility" is the following hydroelectric facility 
for the generation of electric power. It includes a diversion 
structure, penstock, powerhouse, a turbine-generator, and 
Seller's Interconnection Equipment. The turbine-generator was 
manufactured by Magnetex/Louis Allis. It is a Bouvier type 
with two horizontal Francis turbines with runner overhung on a 
single generator shaft. Its model number is 442 mm. The 
maximum output of the turbine-generator will be 1,275 kW. The 
three-phase generator is rated 750 kW with a 1.9 service 
factor, 2,400 volts, and 336 amperes. Synchronous speed is 
1,200 revolutions per minute. 

(E) "Net Metered output" ("NMO") is all energy and 
capacity produced by the Facility, less Facility use and any 
line losses (deemed to be 4 percent until recalculated), and 
such Net Metered Output shall be calculated as equal to 96 
percent of the measured deliveries of energy and capacity to 
Pole #85411; provided, however 36 months after the Commercial 
Operation Date Pacific, at Seller's expense and request, shall 
recalculate the actual average line loss percentage from Pole 
#B5411 to the Bly Substation based on the production during the 
preceding 24 months, and the line loss percentage thereafter 
shall be the newly calculated percentage; and further provided 
that either party may notify the other at any time after 72 
months after the Commercial Operation Date that it wishes to 
have the line losses recalculated and in such event, at the 
requesting party's expense, the parties shall arrange to 
recalculate the actual average line loss percentage based on 
the production during the period from January 1, 1991 to the 
date of written request by either party; and the line loss 
percentage thereafter shall be the newly calculated percentage. 
The second recalculation shall be determined by an independent 
third party reasonably acceptable to Seller and Pacific. 

(F) "Scheduled Maintenance Periods" are those times 
during which the Facility is shut down for routine maintenance 
with the advance approval of Pacific as provided in Article 
XV(A) hereof. 

(G) "Seller's Interconnection Equipment" is all equipment 
and facilities not owned by Pacific required to be installed 
solely to interconnect and deliver power from Seller's Facility 
to Pacific's system including, but not limited to, distribution 
facilities, connections, transformation, switching, and safety 
equipment as further described in Article VIII, Paragraph (A). 

ARTICLE II 

TERM 

This Agreement shall become effective when executed by 
• both parties hereto, and shall end on December 31, 2023. 

3 
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ARTICLE III 

DELIVERY OF POWER 

Commencing on January 1, 1989, and for the term of 
this Agreement, Seller shall make available from the Facility a 
minimum of 985,000 kWh of Net Metered Output during each 
Contract Year, provided that such minimum for the first 
contract Year shall be reduced pro rata to reflect the 
commercial Operation Date and that such minimum shall be 
reduced to reflect reductions in Net Metered Output as a result 
of the implementation of Articles X(E) and XVI. Subject to 
Article XVI, Seller shall make available and Pacific shall 
purchase all Net Metered Output from the Facility. 

ARTICLE IV 

PRICES 

The following prices are established for all 
deliveries of Net Metered Output hereunder (as reduced by line 
losses as described in Article I, Paragraph (E); provided, 
however, that nothing in this subparagraph shall be construed 
as affecting or limiting the Seller's obligation to make 
deliveries in each Contract Year as established in Article III 
hereof . 

(A) Nonfirm Energy Prices. For all Net Metered output 
delivered prior to the later of January 1, 1989 or the 
Commercial Operation Date, and for all Net Metered output in 
excess of 7,000,000 kWh per Contract Year, Pacific shall pay 
Seller Pacific's then established price for nonfirm energy, as 
approved by the Public Utility Commission of Oregon 
("Commission") . 

(B) capacity Prices. commencing upon the later of 
January 1, 1989 or the Commercial Operation Date, Pacific shall 
pay $8.92 per month for each kW of Demonstrated Capacity. 

(C) Energy Prices. Commencing upon the later of 
January 1, 1989, or the Commercial Operation Date, Pacific 
shall pay for each kWh of Net Metered output the energy prices 
for the Contract Year set forth below: 

Contract Year 

1989 
1990 
1991 
1992 

4 

Energy Price 
Cents/kWh 

7.66 
7.75 
6.34 
7.71 
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1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 
2023 

7.82 
7.93 
8.05 
8.17 
8.30 
8.44 
8.59 
8.75 
8.92 
9.10 
9.28 
9.48 
9.69 
9.92 

10.16 
10.41 
10.67 
10.96 
11.49 
11.81 
12.14 
12.50 
12.88 
13.28 
13.70 
14.16 
14.63 
15.14 
15.68 
16.25 
16.85 

(D) In the event the Facility delivers more or less than 
s,100,000 kWh in Contract Year 1991 only, the following formula 
will apply to determine a cash payment adjustment due to the 
applicable party by March 1, 1992: 

cash payment adjustment = $.0634 x actual 1991 
Contract Year NMO - [($.0784 x actual 1991 Contract Year NMO) -

$76,629]. A positive adjustment is a payment to Pacific; 
negative adjustment is a payment to Seller. 

ARTICLE V 

PAYMENTS AND COMPUTATIONS 

(A) Pacific shall provide Seller with computations of Net 
Metered output on a monthly basis within 30 days following 
Pacific's reading of the meter and shall concurrently therewith 
make payments therefor in accordance with the terms and 
conditions of Article IV at the address specified in 
Article VI, below . 
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(B) Seller shall pay Pacific for Pacific's costs incurred 
under this Agreement, at the address specified in Article VI, 
below, within thirty (30) days of receipt of Pacific's written 
statement. Should Seller fail to pay in full statement(s) from 
Pacific within thirty (30) days, Pacific may offset future 
payment(s) to Seller hereunder by such amount(s). 

ARTICLE VI 

NOTICES 

All written notices under this Agreement shall be 
directed as follows and shall be considered delivered when 
deposited in the U.S. Mail, return receipt requested: 

To Seller: HDI Associates V, an Oregon 
Limited Partnership 

#200 The water Tower 
5331 SW Macadam 
Portland, OR 97201 

To Pacific: Manager, Resource Acquisitions 
Pacific Power & Light Company 
920 SW Sixth Avenue 
Portland, OR 97204 

The parties may change their addresses by providing notice 
thereof as specified in this Article. 

ARTICLE VII 

FACILITY DESIGN AND CONSTRUCTION 

Seller ~hall design, construct, install, own, 
operate, and maintain the Facility. All changes in 
specifications for the Facility, including new or additional 
equipment, shall be subject to Pacific's reasonable acceptance. 
Seller has provided Pacific with electrical data concerning its 
Facility sufficient to allow Pacific to make stability and 
protection studies. Pacific's acceptance of Seller's 
specifications shall not be construed as confirming nor 
endorsing the design, nor as a warranty of safety, durability, 
or reliability of the Facility. Pacific shall not, by reason 
of any review, acceptance, or failure to review, be responsible 
for the Facility, including but not limited to the strength, 
details of design, adequacy or capacity thereof, nor shall 
Pacific's acceptance be deemed to be an endorsement of the 
Facility • 
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ARTICLE VIII 

INTERCONNECTION 

(A) Seller installed all Seller's Interconnection 
Equipment and all required overhead power line extensions 
necessary for interconnection to Pacific's existing 
distribution line on Campbell Road approximately 3.5 miles 
northeast of Bly, Oregon ("Overhead Extension"). Seller shall 
own all the overhead Extension except the following facilities 
until transfer of such ownership to Pacific as described in 
Paragraph (C) below: transformer on Pole #B5269, electronic 
recloser on Pole #B5270, sensing PT's on Pole #B5271, 
disconnect switch on Pole #85272, metering PT's and CT's on 
Pole #B5411, conduit and wiring between Pole #B5411 and 
Seller's building (see Exhibit 1), and meter and telemetry 
equipment ("RTU") located in Seller's building. All facilities 
and equipment located between Pole #B5269 and Pole #B5411 
currently owned by Seller are subject to ownership transfer 
("Transferrable Portion of the Overhead Extension"). Seller's 
Interconnection Equipment and the Overhead Extension is and 
shall continue to be of a size to accommodate the delivery of 
the Net Metered Output under this Agreement. Seller shall 
allow Pacific to review the adequacy of all protective devices 
and to establish requirements for settings and periodic 
testing; provided, however, that neither such action nor 
inaction by Pacific shall be construed as warranting the safety 
or adequacy of Seller's Interconnection Equipment or the 
overhead Extension. The Overhead Extension was built to 
Pacific's specifications and subject to Pacific's inspections 
at Seller's cost. All such equipment installed hereunder 
conforms and shall continue to conform with the Required 
Equipment Standards established in Schedule A, attached hereto. 
Seller shall reimburse Pacific for Pacific's reasonable costs 
associated with any reasonable reviews, inspections, or 
periodic testing of Seller's Interconnection Equipment. 

(B) connection of Seller's Interconnection Equipment and 
the overhead Extension to Pacific's system was under the 
direction of Pacific. 

(C) In the event that it is necessary for Pacific to 
install any facilities and equipment on Pacific's system to 
accommodate Seller's deliveries, or to reinforce Pacific's 
system for purposes of this Agreement, Seller shall reimburse 
Pacific for all of Pacific's costs associated therewith, in 
accordance with the rules for repayment established by the 
commission. Title to the Transferrable Portion of the overhead 
Extension as further described above and on Exhibit 1 shall be 
transferred to Pacific by July 1, 1991 and all easements 
therefor shall be conveyed to Pacific and shall be considered 
part of Pacific's installation of facilities. All such 
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transfers shall be with the representation of Seller that it 
has no knowledge of any encumbrances against, and has not 
caused any encumbrances to be placed against, the Transferable 
Portion of the overhead Extension or such easements. As of the 
effective date of this Agreement, Pacific acknowledges that the 
condition of the Transferrable Portion of the overhead 
Extension is acceptable for purposes of transfer of ownership 
to Pacific. Seller acknowledges that the condition of the 
Transferrable Portion of the overhead Extension at the time of 
ownership transfer as described above will be equivalent to its 
condition as of the effective date of this Agreement excepting 
normal wear and tear. Seller will be responsible for all costs 
of ownership, operation and maintenance associated with the 
Transferrable Portion of the overhead Extension prior to 
transfer of ownership as set forth herein. Not less often than 
annually Seller also shall reimburse Pacific for Pacific's 
operation and maintenance ("O&M") costs resulting from 
Pacific's installation of facilities and equipment under this 
Paragraph. such reimbursement shall be paid on each February 
15th of each Contract Year in accordance with the following 
schedule and amounts: February 15, 1991 - $18,400: February 
15, 1992 - $26,400; February 15, 1993 and all subsequent years 
- $34,400/year. In the event Seller has not reimbursed Pacific 
within sixty (60) days of Pacific's transmittal of the O&M 
invoice, Pacific may withhold payments in accordance with 
Article v, Paragraph (B) • 

ARTICLE IX 

SYSTEM EMERGENCY 

In the event of a system Emergency, as defined in 18 
CFR, part 292, Pacific may require Seller to curtail its 
consumption of electricity purchased from Pacific in the same 
manner and to the same degree as other customers within the 
same customer class who do not own facilities for generating 
electricity. 

ARTICLE X 

OPERATION, PROTECTION, AND CONTROL 

(A) Seller's Facility shall meet the requirements of all 
applicable state and local laws. Prior to commencement of 
generation, and at completion of any major changes, Seller's 
Facility shall be inspected and approved by the appropriate 
state and local officials. 

(B) Seller shall operate and maintain Seller's Facility 
in a safe manner and in accordance with the National Electric 
Safety Code currently in effect • 
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(C) Seller may operate the Facility in parallel with 
Pacific's system, but subject at all other times to Pacific's 
operating instructions and any and all other conditions 
established by Pacific in its sole discretion. 

(D) Seller shall operate the Facility in such a manner as 
not to affect adversely Pacific's system and to be compatible 
with Pacific's system voltage level, fluctuating voltage 
guidelines (Engineering Bulletin No. 02.14), and voltage 
regulation during all times that Seller's Facility is connected 
and operating in parallel with Pacific's system. 

(E) Pacific may, upon one hundred eighty (180) days' 
notice to Seller, change its nominal operating voltage level, 
in which case Seller shall modify Seller's Interconnection 
Equipment as necessary to accommodate the modified nominal 
operating voltage level. 

(F) Seller shall remedy any demonstrated harmonic 
distortions on Pacific's system attributable to the operation 
of Seller's Facility that result in objectionable service to 
Pacific's other customers. Should Seller's actions to remedy 
such harmonic distortions be inadequate, Pacific may without 
liability disconnect Seller's Facility from Pacific's system. 
During such period of disconnection, Pacific's obligation to 
make payments to Seller shall be suspended • 

(G) Seller agrees that in the event of and during a 
period of a shortage of energy or capacity on Pacific's system 
as declared by Pacific in its sole discretion, Seller shall, at 
Pacific's request and within the limits of reasonable safety 
requirements as determined by Seller, use its best efforts to 
provide requested energy or capacity, and shall, if necessary, 
delay any Scheduled Maintenance Periods. 

(H) Seller has furnished and installed and shall continue 
to maintain a disconnect switch that is capable of fully 
disconnecting the Facility from Pacific's system. The 
disconnect switch is and shall be the visible-break type that 
can be secured by a padlock and is accessible to Pacific's 
personnel at all times. Pacific shall have the right to 
disconnect the Facility from Pacific's system at the disconnect 
switch when necessary to maintain safe electrical operating 
conditions or, if in Pacific's sole judgment, the Facility at 
any time adversely affects Pacific's operation of its 
electrical system or the quality of Pacific's service to other 
customers . 
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ARTICLE XI 

METERING 

(A) Flows to Pacific shall be measured by meters to be 
equipped with detents so that the record of those flows will 
not be affected by flows to Seller. Flows to Seller shall 
continue to be metered separately in accordance with the terms 
of the service agreement, if any, existing between the parties, 
and/or otherwise in accordance with tariffs filed and approved 
by the commission. 

(B) Pacific shall provide, install, own, and maintain 
meters to record flows to Pacific. Such meters shall be 
located at a mutually agreed-upon designated location(s) and 
shall record and indicate the integrated demand for each sixty 
(60)-minute period, and shall also measure kWh. Pacific shall 
also provide, install, own, and maintain meters for measurement 
of reactive volt-ampere hours. Pacific may also, in its sole 
discretion, install additional metering devices at a location 
within Seller's Facility, agreed upon by both parties, to 
enable Seller to transmit information and data. All 
acquisition, installation, maintenance, inspection, and testing 
costs relating to all metering and telemetering devices 
installed to accommodate Seller's generation shall be borne by 
Seller • 

(C) All meters and metering equipment shall be operated 
and maintained by Pacific at Seller's expense and shall be 
sealed by Pacific. The seal shall be broken only upon 
occasions when the meters are to be inspected, tested, or 
adjusted and representatives of both Pacific and Seller shall 
be present upon such occasions. The metering equipment shall 
be inspected and tested periodically by Pacific and at other 
reasonable times upon request therefor by Seller. Any metering 
equipment found to be defective or inaccurate by an error in 
registration of more than plus or minus two percent (2%), at 
light load or at heavy load, shall be repaired, readjusted, or 
replaced. 

(D) If any of the inspections or tests provided for 
herein disclose an error exceeding two percent (2%), either 
fast or slow, proper correction, based upon the inaccuracy 
found, shall be made of previous readings for the period of 
three (3) months immediately preceding the removal of such 
meter from service for test, or from the time the meter was in 
service since last tested, but not exceeding three (3) months, 
in the amount the meter shall have been shown to be in error by 
such test. Any correction in billing resulting from a 
correction in the meter records shall be made in the next 
monthly bill rendered, and such correction, when made, shall 

10 



• 

• 

• 

constitute full adjustment of any claim between Seller and 
Pacific arising out of such inaccuracy of metering equipment. 

ARTICLE XII 

LIABILITY AND INSURANCE 

(A) Seller agrees to protect, indemnify, and hold 
harmless Pacific, its directors, officers, employees, agents, 
and representatives, against and from any and all loss, claims, 
actions, or suits, including costs and attorneys• fees, for or 
on account of injury, bodily or otherwise, to, or death of, 
persons, or for damage to, or destruction of property belonging 
to Pacific or others, resulting from, or arising out of or in 
any way connected with Seller's Facility, or Seller's operation 
and/or maintenance thereof, excepting only such injury or harm 
as may be caused solely by the fault or negligence of Pacific, 
its directors, officers, employees, agents, or representatives. 

(B) Seller shall secure and continuously carry, in an 
insurance company or companies acceptable to Pacific, insurance 
policies for bodily injury and property damage liability. Such 
insurance shall include: provisions or endorsements naming 
Pacific, its directors, officers and employees as additional 
insureds; provisions that such insurance is primary insurance 
with respect to the interest of Pacific and that any insurance 
maintained by Pacific is excess and not contributory insurance 
with the insurance required hereunder; cross-liability or 
severability of insurance interest clause; and provisions that 
such policies shall not be cancelled or their limits of 
liability reduced without thirty (30) days• prior written 
notice to Pacific. A copy of each such insurance policy, 
certified as a true copy by an authorized representative of the 
issuing insurance company or, at the discretion of Pacific, in 
lieu thereof, a certificate in form satisfactory to Pacific 
certifying to the issuance of such insurance, shall be 
furnished to Pacific. Initial limits of liability for all 
requirements under this Section (B) shall be $1,000,000 single 
limit, which limits may be required to be increased by 
Pacific's giving Seller two years' notice; provided however, 
Pacific shall require such increases only when it requires a 
similar increase in its ordinary course of business for other 
small power producers which are selling power to Pacific. Such 
increase shall not exceed fifteen percent (15%) per year. The 
maximum requirement shall not exceed $5,000,000. 

(C) Seller shall obtain and continuously carry insurance 
acceptable to Pacific against property damage or destruction in 
an amount not less than the cost of replacement of the 
Facility. Seller shall promptly notify Pacific of any loss or 
damage to the Facility. Unless the parties agree otherwise, 
Seller shall repair or replace the damaged or destroyed 
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Facility. Except as provided in Paragraph (A) of this 
Article XII, Seller agrees to waive its insurers• rights of 
subrogation regarding Facility property losses. 

(D) Seller shall provide Pacific copies of all insurance 
policies at the address listed in Article VI. 

ARTICLE XIII 

LAND RIGHTS 

Seller hereby grants to Pacific for the term of this 
Agreement all necessary rights of way and easements to install, 
operate, maintain, replace, and remove Pacific's metering, 
telemetering and other facilities necessary or useful to this 
Agreement, including adequate and continuing access rights on 
property of Seller. Seller agrees to execute such other 
grants, deeds or documents as Pacific may require to enable it 
to record such rights of way and easements. If any part of 
Pacific's facilities is installed on property owned by other 
than Seller, Seller shall, if Pacific is unable to do so 
without cost to Pacific, procure from the owners thereof all 
necessary permanent rights of way and easements for the 
construction, operation, maintenance, and replacement of 
Pacific's facilities upon such property in a form satisfactory 
to Pacific. At Seller's request, Pacific shall, to the extent 
it is legally able, acquire such rights of way at Seller's 
cost. 

ARTICLE XIV 

COMMUNICATIONS 

Seller shall at its expense maintain appropriate 
communication facilities, as determined reasonably by Pacific, 
with Pacific's dispatcher. 

ARTICLE XV 

MAINTENANCE 

(A) Seller may shut down the Facility for Scheduled 
Maintenance Periods not to exceed thirty (30) days each 
contract Year at such times as are approved in advance by 
Pacific. Seller shall propose to Pacific Scheduled Maintenance 
Periods for each Contract Year by February 1 of such Contract 
Year, and within sixty (60) days of Pacific's receipt of such 
proposal, Pacific shall reasonably inform Seller of the 
acceptability or unacceptability of the proposed periods. 

(B) In the event the Facility must be shut down for 
• unscheduled maintenance, Seller shall notify Pacific's 
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dispatcher (telephone number 503/883-7804) immediately of the 
necessity of such shutdown, the time when such shutdown has 
occurred, or will occur, and the anticipated duration of such 
shutdown. Seller shall take all reasonable measures and 
exercise its best efforts to avoid unscheduled maintenance and 
to limit the duration of such shutdowns. 

ARTICLE XVI 

CONTINUITY OF SERVICE 

Pacific may require Seller to curtail, interrupt, or 
reduce deliveries of energy or capacity in order to construct, 
install, maintain, repair, replace, remove, investigate, or 
inspect any of Pacific's equipment or any part of its system or 
if Pacific determines that curtailment, interruption, or 
reduction is necessary because of emergencies, operating 
conditions on its system, or as otherwise required by prudent 
utility practices. In such circumstances, Pacific shall not be 
obligated to accept deliveries of energy or capacity hereunder. 

ARTICLE XVII 

QUALIFYING FACILITY STATUS 

Seller covenants that the Facility is and shall 
continue to be a "qualifying facility," as that term is used 
and defined in 18 CFR, part 292, for the term of this 
Agreement. Seller represents that it has obtained self
certif ication by the Federal Energy Regulatory Commission of 
qualifying status under 18 CFR, part 292.207(b). 

ARTICLE XVIII 

FORCE MAJEURE 

As used in this Agreement, "Force Majeure" means 
unforeseeable causes beyond the reasonable control of and 
without the fault or negligence of the party claiming Force 
Majeure, but specifically excludes nonavailability of stream 
flow to operate Seller's Facility. If either party is rendered 
wholly or partly unable to perform its obligations under this 
Agreement because of Force Majeure, that party shall be excused 
from whatever performance is affected by the Force Majeure to 
the extent so affected, provided that: 

(A) the nonperforming party, within two weeks after 
the occurrence of the Force Majeure, gives the other party 
written notice describing the particulars of the occurrence: 
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(B) the suspension of performance is of no greater 
scope and of no longer duration than is required by the Force 
Majeure: 

(C) no obligations of either party creating an event 
of default that arose before the occurrence causing the 
suspension of performance are excused as a result of the 
occurrence; and 

{D) the nonperforming party uses its best efforts to 
remedy its inability to perform. 

ARTICLE XIX 

LIABILITY; 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 Pacific as an independent 
public utility corporation, or Seller as an independent 
individual or entity . 

ARTICLE XX 

SEVERAL OBLIGATIONS 

Except where specifically stated in this Agreement to 
be otherwise, the duties, obligations, and liabilities of 
Seller and Pacific are intended to be several and not joint or 
collective. Nothing contained in this Agreement shall ever be 
construed to create an association, trust, partnership, or 
joint venture or to impose a trust or partnership duty, 
obligation, or liability on or with regard to either party. 

ARTICLE XXI 

WAIVER 

Any waiver at any time by either party of it rights 
with respect to a default under this Agreement, or with respect 
to any other matters arising in connection with this Agreement, 
shall not be deemed a waiver with respect to any subsequent 
default or other matter • 
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This Agreement 
accordance with the laws 
choice-of-law rules that 
of another jurisdiction. 

ARTICLE XXII 

CHOICE OF LAWS 

shall be construed and interpreted in 
of the State of Oregon, excluding any 
may direct the application of the laws 

ARTICLE XXIII 

GOVERNMENTAL JURISDICTION AND AUTHORIZATION 

This Agreement is subject to the jurisdiction of 
those governmental agencies having control over either party or 
this Agreement. 

ARTICLE XXIV 

SUCCESSORS AND ASSIGNS 

This Agreement and all of the terms and provisions 
hereof shall be binding upon and inure to the benefit of the 
respective successors and assigns of the parties hereto. 
Excepting assignments by Pacific to Bonneville Power 
Administration ("BPA"), no assignment hereof by either party 
hereto shall become effective without the written consent of 
the other being first obtained, and such consent shall not be 
unreasonably withheld. Nothing in this Agreement shall be 
construed as limiting or restricting Pacific's right to enter 
into arrangements with BPA whereby BPA acquires the output of 
the Facility or Pacific takes a billing or energy credit 
therefrom. 

ARTICLE XXV 

MODIFICATION 

No modification of this Agreement shall be effective 
unless it is in writing and signed by both parties hereto. 

ARTICLE XXVI 

RELEASE 

Pacific hereby releases HDI, Seller, HDI Oregon, Inc. 
(an Oregon Corporation and the General Partner of Seller) ·and 
Frederick D. Ehlers, together with all directors, officersi 
employees, representatives, agents and affiliated companies 
thereof, and Seller, HDI Oregon, Inc. and Frederick D. Ehlers 
hereby release Pacific, together with all directors, officers, 
employees, representatives, agents, and affiliated companies 
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thereof, from all claims, actions, liability, or loss arising 
from any transaction, act or omission, agreement or other 
relationship between the parties prior to this date, and in 
connection with the North Fork Sprague River hydroelectric 
project, whether known on unknown. Furthermore Seller, HDI 
Oregon, Inc. and Frederick D. Ehlers agree to indemnify and 
hold harmless Pacific, together with all directors, officers, 
employees, representatives, agents and affiliated companies 
thereof from all claims, actions, liability or loss asserted by 
HDI against any of the indemnified parties arising from any 
transaction, act or omission, agreement or other relationship 
between Pacific and HDI prior to this date, and in connection 
with the North Fork Sprague River hydroelectric project, 
whether known or unknown. Without limitation, such claims 
being released include without limitation, all claims described 
in PacifiCorp, dba Pacific Power & Light Company v. HDI 
Associates V, an Oregon Limited Partnership, Multnomah County 
Circuit Court No. 9004-02429. 

XXVII 

CONFIDENTIALITY 

Except as required by law, each of the undersigned 
shall not disclose to any party, other than potential financing 
institutions, any of the discussions of the parties giving rise 
to the terms of this Agreement. This section shall not 
preclude the publication of the Agreement, itself, to the 
Commission or to any other party. 

ARTICLE XXVIII 

INTEGRATION 

This Agr~ement constitutes the full agreement of the 
parties, and all prior agreements, including without limitation 
the Amended and Restated Power Purchase Agreement dated 
October 12, 1988 and the Interconnection Facilities 
Construction Agreement of March 17, 1989, are hereby 
superseded. 

ARTICLE XXIX 

ATTORNEY FEES 

In the event of litigation between the parties 
regarding this Agreement, the prevailing party shall be 
entitled to recover its reasonable attorney fees and costs, at 
trial, on appeal, on petition for review, and in any bankruptcy 
proceeding • 
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IN WITNESS WHEREOF, the parties hereto have caused 
this Agreement to be executed in their respective names as of 
the date first above written. 

HDI ASSOCIATES V, AN OREGON 
LIMITED PARTNERSHIP 

By HDI Oregon, Inc. 
general partner 

HDI OREGON, INC • 

17 

PACIFICORP, dba 
PACIFICORP ELECTRIC OPERATIONS 

~-~~~~ 
By--~/~e-~ 

Vice President 
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SCHEDULE A 

REQUIRED EQUIPMENT STANDARDS 

In the event that Seller 1s Facility incorporates a synchronous 

generator, Seller shall furnish, install, and maintain equipment necessary 

to establish and maintain synchronism automatically with Pacific's system. 

Seller shall not employ anything other than three phase genera

tors without first obtaining express written permission from Pacific. 

In order to protect the Facility, Seller 1 s Interconnection 

Equipment, and Pacific's system from property damage, to minimize the 

likelihood of injury to operating personnel and third parties, and to 

allow Pacific to provide service to its non-generating customers in the 

event Seller 1 s Facility or Seller's Interconnection Equipment encounters 

• operating difficulties, Seller shall' provide, install, and maintain the 

following equipment: 

1. A lockable main disconnect switch which allows isolation of 

Seller's generation from Pacific's system; 

2. An automatic disconnecting device to be used in conjunction 

with relaying devices; 

3. An overcurrent device to be used in conjunction with the 

automatic disconnecting device required under Paragraph 2; 

4. Under£ requency and overfrequency relays to be used in 

conjunction with the automatic disconnecting device required under 

Paragraph 2; 

5 • A dedicated voltage transformation, with ground source as 

• required by Pacific, for Seller's generation and load; and 

6. Undervoltage and overvoltage relays. 

SCHEDULE A 
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